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EXECUTIVE SUMMARY

The Legislative Program Review and Investigations Committee authorized a study
comparing the services delivered by state agencies and by private providers in three different
program areas: community residential programs in the Department of Mental Retardation;
alcohol detoxification programs in the Department of Public Health and Addiction Services; and
case management services in the Department of Mental Health. The study examined four major
components in comparing the services delivered -- costs; management factors including financial
and budgeting systems, and staffing composition; quality assurance measures; and market
structure for the provision of services. The objective of the study was to collect information that
compared and contrasted the public and private provision of services rather than reach a policy
conclusion about privatizing services in general.

The emphasis of the study focused on the community residential services program, as it
consumes the greatest resources of the three programs. Analysis conducted during the study
indicates that the service areas examined can generally be offered less expensively through
private providers. But the committee believes that cost cannot be the only factor considered in
a decision about privatizing of services. Two major considerations that prevent broad
privatization are the greater obligation of the state to serve all clients, and the current contract
language in collective bargaining contracts with state employees that prohibits layoffs of full-time
employees due to the state exercising its option to contract out for services.

The program review committee’s findings and recommendations emphasized that the goal
of the service delivery must be to operate efficiently to maximize the number of clients able to
receive the service. The committee determined that all three agencies needed to develop a better
framework for establishing the level of services necessary for different clients. Agencies also
must establish financial management systems that are able to generate cost figures for providing
services in a state or private setting. The committee found that while private providers are held
to certain financial accounting and reporting systems by the agencies with which they contract,
these state agencies meet no such requirements.

The committee also concluded that to ensure services, public or private, operate at
optimal efficiency, agencies must also develop better systems to measure utilization and client
outcomes. With both financial and utilization review systems in place, agencies can measure
whether clients are receiving the services needed with effective outcomes, and in the most cost-
effective manner.

The committee adopted the following 14 recommendations aimed at promoting
competition and improving efficiency in the way that services are delivered, as well as
measuring their outcomes:



10.

RECOMMENDATIONS

Efforts undertaken by the Department of Mental Retardation to bolster utilization
review (see recommendation #11) shall comprise an evaluation of health care services
provided.

The ICF/MR status shall be abandoned, and DMR shall seek to place these homés
under the Home and Community Based Waiver program.

DMR shall expand its efforts at promoting new housing options, that renting existing
dwellings is preferable to purchasing residences or building new dwellings in most
cases, and that the option to purchase or build be used as only as a last resort.

The Department of Mental Retardation shall calculate room and board rates for the
homes it operates and the social services department shall incorporate those rates
into its computerized system, and assistance payments shall reflect those rates.

DMR shall explore innovative pilot programs that would foster competition in
community residential programs.

DMR shall establish standards for appropriate staffing levels based on the number
and types of clients served, review staffing levels at all its DMR-operated community
homes, and where DMR determines the home is overstaffed, redeploy those
personnel to provide family supports to clients on the waiting list.

Both the Department of Mental Retardation and the Department of Social Services
shall seek approval from the federal Health Care Financing A dministration for both
expansion of the waiver for the types of services allowed, and where the services can
be provided.

DMR, DPHAS, and DMH, as management objectives, shall begin designing and
implementing financial management information systems based on cost centers.

DMR shall continue basing its revenue retention formula on surplus amounts, but
providers be allowed to retain 50 percent of the surplus during any given fiscal year.
Further, no cap shall be placed on the actual dollar amount providers may retain.

Funding for community residential programs shall be combined into one account.
DMR and private providers shall have the flexibility to use this account as deemed
appropriate and move clients to the most suitable living arrangements. Further, no
census caps shall be placed on any type of community residential program.

ii



11.

12.

13

14.

DMR shall establish a utilization review team responsible for examining placement
and service usage on a systemwide basis. This team shall plan and coordinate client
movement to the different types of community residential placement models used by
the department. It shall focus on issues affecting client movement on a statewide,
rather than regional level, yet receive input from regional placement committees and
case managers. The team shall be comprised of staff currently within the IPR/UR
Unit of the Quality Assurance Division.

DMR central office shall develop a centralized tracking system of client placements
statewide, and that placement utilization information be kept in a standardized
format from region to region to assist the statewide utilization review team.

DMR shall examine all the services required to be provided by case managers. For
those services the department determines private providers can effectively and
efficiently administer, it shall allow private providers the ability to provide such
services.

DPHAS shall improve its automated client information system so that all facilities
public and private are able to input client data on-site.

1ii






INTRODUCTION

In February 1993, the committee authorized the study comparing the private and public
provision of selected services in Connecticut. The services compared included community
residential services within the Department of Mental Retardation (DMR), alcohol detoxification
services within the Department of Public Health and Addiction Services (DPHAS) (formerly
CADAC), and case management services within the Department of Mental Health (DMH).

There is consensus in the literature on privatization that any decision to privatize a
service is generally based on three major factors: 1) a policy determination that a particular
service appropriately belongs in the private sector; 2) an evaluation of the costs and benefits of
providing the service in the private or public sector, including traditional costs of salaries, fringe
benefits, and administrative overhead, as well as societal costs like access to service and non-
discrimination in service and employment; and 3) an assessment of the program’s effectiveness,
including elements of competition, responsiveness to service demands, and quality of service.

The program review committee believes that, since all three of the services examined are
currently provided by both public and private providers, the policy decision concerning the
appropriateness of non-public sector provision of those services has already been made. Thus,
the focus of this report is to provide information on the costs and benefits of the services
provided, and to some extent the outcomes of the services, to assist policymakers in making
decisions about whether the initial policy taken was the correct one, and if so, whether the policy
should be expanded. \

The scope of this study called for an examination of four components within each of the
three programs: costs; management -- including financial and budgeting systems, and staffing
composition; quality assurance; and market structure for the provision of services. The objective
of the study was to collect information that compared and contrasted the public and private
provision of services in these areas, rather than reach a policy conclusion about privatizing
services in general.

The committee concentrated most of its time and effort on analyzing the four elements
in the community residential program within DMR, as it consumes the most resources of the
three agency programs. Analysis conducted indicates the three service areas examined can
generally be offered less expensively through private providers. But cost, while important,
cannot be the only factor guiding the decision to privatize or not, or to expand the privatization
of services, especially human services. There are several other factors that weigh just as heavily
as cost in such a decision.

Obligation of the state. There is a greater legal commitment on the state’s part to serve
clients than there is on the part of a private provider. None of the services examined is
considered an entitlement, where anyone who is eligible must receive the service. However,



once a person has been determined to need the service, the state has a greater obhgatmn to
provide that service than a private provider.

This difference in obligation was reinforced in a recent Connecticut Superior Court
decision involving private non-profit child caring agencies. Judge Robert Satter stated in his
decision that "... providers are private agencies. They are not obligated to accept children
recommended to them by the state, and the state cannot compel them to accept such children."!
The program review committee assumes the same legal conclusion would be made for mentally
retarded, alcoholic, or mentally ill clients. Thus, there is a need for some of the services to be
provided by public agencies.

The state’s obligation, however, is linked to the issue of whether the public programs
operated by the state serve more difficult clients than the private programs because the state is
considered the provider of "last resort”. The committee found the claim of serving a more
difficult population is substantiated with the DMR population. With the other two programs,
comprehensive client data were not readily available to draw a similar conclusion.

Contract language. A second factor limiting the state’s ability to broadly privatize
services, at least over the short-term, is the current language written into collective bargaining
contracts between the state and its employees prohibiting any full-time employee from being laid
off due to the state exercising its option to contract out for services. Any state employee
displaced by privatization must be offered a position elsewhere in state government, or trained
for another position, at no reduction in pay.

While both the legal interpretation that the state has a greater obligation and the state’s
current contract commitments may preclude widescale privatization, this should not lull state
agencies into believing the services provided by the public sector should not be as efficient or
effective as those in the private sector. The program review committee believes every effort
should be made within the three departments’ service areas to improve their operations. In this
age of competition and scarce resources, taxpayers demand they receive the best service value
for public money spent, regardless of who provides the service. In fact, the Purchase of
Services Project, an outgrowth of the Harper-Hull Commission, is currently examining ways to

increase competitiveness in the way the state provides and purchases all human services.

Given the waiting lists and demand for service, the goal of state agencies -- and the
providers with which they contract -- must be to operate each program efficiently to maximize
the number of clients able to receive the service. To do this, all three agencies must develop
a better framework for establishing the level of services necessary to serve different levels of
client needs. The committee recognizes that there is difficulty in establishing standards in the

! Ct. Association of Child Caring Agencies v. Senatore, Superior Court, Hartford, CT.

Memorandum of Decision, September, 1993.



realm of human services for individuals with varied needs, but without standards there is no way
to judge what service levels, and corresponding costs, are appropriate.

Agencies must also establish financial management systems that are able to generate cost
figures for providing services in a state or private setting. The program review committee found
that while private providers are held to certain financial accounting and reporting systems by the
agencies with which they contract, these state agencies meet no such requirements.

Finally, to ensure that services, public or private, operate at optimal efficiency, agencies
must also develop better systems to measure utilization and client outcomes. With both the
financial and utilization review systems in place, all three agencies -- DMR, DMH, and DPHAS
-- could measure whether clients are receiving the services needed, with effective outcomes, and
in the most cost-effective manner. These systems will allow state agencies to easily compare
the costs of their services to those in the private sector and take the necessary steps to make their
operations more efficient. Some of these efficiency measures that agencies must take -- redeploy
staff, reduce administrative and regulatory overhead, or reduce unnecessary levels of medical
care -- are identified in this report. However, if state agencies fail to use the information
provided by the systems to adjust their operations, then efforts to gradually diminish state
services in favor of private services should be pursued.

Methods. A variety of research methods and sources were used to carry out this study.
State statutes, regulations, and budget documents pertaining to the areas under review were
examined. Relevant reports developed by Connecticut governmental agencies, other state
governments, and private sector consulting firms regarding privatization of services and related
issues were also reviewed.

Interviews were held with agency staff and private providers in the three service areas,
as well as staff from the comptroller’s office, the Bureau of Collections Services, and the
Department of Social Services. Committee staff also met with officials of the Connecticut State
Employees Association, the New England Health Care Employees Union (District 1199), and
the Association of Retarded Citizens of Connecticut. Committee staff made several site visits
to DMR-operated and private community residences for mentally retarded clients, and
accompanied DMR quality assurance staff on licensing inspections and federal regulatory
compliance reviews required for ICFs/MR. Committee staff visited private and state-operated
alcohol detoxification facilities, as well as both private and DMR-operated mental health case
management services.

Committee staff collected extensive financial and program data on a sample of 120
randomly selected private and public residences for mentally retarded clients. A supplementary
survey on costs and program information was also distributed to the private providers contained
in the sample. The data were analyzed and the tabulated versions of those data collection sheets
are contained in Appendices B and C.



Report outline. This report includes six chapters. Chapter I is a profile of the
community residential services system in DMR. Chapter II analyzes the costs of the community
residential services, including a comparison of costs between the public and private sectors.
Chapter IIT describes the funding processes and includes findings and recommendations to
improve financial management and cost settlement. Chapter IV provides analysis and findings
and recommendations on utilization review and quality assurance of the community residential
system within DMR. Chapter V analyzes the alcohol detoxification programs operated by
DPHAS and private, non-profit organizations, and Chapter VI discusses mental health case
management services.



CHAPTER 1

COMMUNITY RESIDENTIAL SERVICES IN DMR

BACKGROUND

The committee’s comparison of public and private services within DMR focused on
community residential programs, which mainly include community living arrangements and
facilities certified as Intermediate Care Facilities for the Mentally Retarded (ICFs/MR). While
the study does not cover all residential services, it is difficult to ignore any piece of the
residential services structure because of the relationship each has with the others.

Throughout the study, the committee recognized that the entire residential structure,
including the way residential services are provided, is experiencing a major paradigm shift. The
Mansfield Training School closed in April of 1993, moving the last number of clients back to
the communities, and redeploying the remaining training school staff as well. In addition, the
governor last year announced that the other large state institution, Southbury Training School,
should also close. The DMR commissioner appointed a task force to explore closing Southbury.

At the same time, DMR was also closing major portions of the New Haven Regional
Center and moving clients to DMR-operated community living arrangements, but the transition
to those homes is not yet complete. Also, in just the past few months both the DMR five-year
plan and a report released by the Council on Development Disabilities, call for major changes
in the way DMR provides services to its clients.

The program review committee believes these efforts move the department away from
providing institutionalized residential care for people with mental retardation or developmental
disabilities. This would be a significant achievement in terms of meeting the department’s
mission statement to have mentally retarded persons make choices, have relationships with
family and friends, and experience "presence and participation in Connecticut town life".

The committee also believes the current DMR examination of the entire residential system
is necessary and long overdue in order to correct the problem of some clients being overserved
while others on the waiting list receive few services. The problems created by the current
residential system, however, are not the result of deliberate public policy, but rather the
consequence of several converging factors: 1) an inherited system from another era that
promoted institutional living; 2) the influence of federal regulations states must follow to obtain
reimbursement for residential programs, and 3) the result of the court case and subsequent
consent decree that closed Mansfield Training School.

Historical synopsis. Until the 1960s, it was believed the best way to serve mentally
retarded citizens was to house them in institutions, away from their families and community.
(In Connecticut, more than 900 residents still live in at Southbury Training School.)



In 1972, authorization was given under the federal Medicaid program to reimburse states
for services provided to mentally retarded persons in ICFs/MR. These services could be
provided in large state institutions (or parts of the institution), or in smaller facilities in the
community, as long as the standards for a safe environment and appropriate treatment were met.
Thus, federal Medicaid reimbursement was a strong inducement to provide residential services
through an institutional or medical facility model. Efforts during the 1970s and early 1980s in
Connecticut to provide community residences for mentally retarded persons, predictably favored
this model.

In 1978, DMR became the target of a federal class action suit, known as CARC v.
Thorne, whereby the plaintiffs charged that care given to residents at Mansfield Training School
violated their civil rights. The case was settled through a consent decree that called for
improved service coordination for clients, increased community placements, and other program
supports, and the significant downsizing (and ultimate closing) of the training school. The
consent decree resulted in rapid expansion of community placements for the Mansfield
population in group homes providing 24-hour supervision. As this report will indicate, this
model is an expensive one.

The approach of placing clients in community settings often resulted in expensive new
construction or extensive renovation to existing structures. Further, though providing
comfortable residential settings, considerable staffing, and other services for class members, it
excluded many others on the waiting list from being served. In the 1990 Legislative Program
Review and Investigations Committee report on the Department of Mental Retardation, the
committee noted that cost had not been a significant factor in the department’s decision making,
and cited DMR’s selection of the most expensive community residences, CLAs, as its basic
residential model as an example.

With the proposed closing of Southbury, advocates for clients on waiting lists for services
are opposing such efforts anticipating that the department will replicate the Mansfield
deinstitutionalization effort and their family member, friend, or client will never be served.
DMR recognizes this concern and the need for new approaches to serve more of its clients
currently waiting for service. The department has put forth proposals in its 1994-1999 Five
Year Plan to expand options and develop more personalized support services that allow people
to live and work in places where the responsibility for providing necessary supports is
shared. '

The specific findings and recommendations in this report are made recognizing that the
residential system is undergoing a major redirection. The findings and recommendations
advance two major themes for the residential system restructuring: 1) the system should be as
flexible as possible, while improving client choice and increasing DMR’s ability to serve more
clients; and 2) the system should promote competition among all providers, including DMR, and
at all levels of the service system so that clients, the department, and the state’s citizens are
getting the most value for money spent.



PROFILE OF DMR RESIDENTIAL PROGRAMS

An overview of how and where the Department of Mental Retardation provides
community residential services to its clients is provided below. Information presented includes
the type of residence, type of operation (public or private sector), and number of clients served.
The overview also describes how clients apply for services, how eligibility is determined, and
the placement of clients.

Number of community residential facilities statewide. Connecticut has more than 600
private and public community residential service facilities currently operating that fall under the
scope of this study. These facilities are spread among the six DMR regions as shown in Figure
I-1.

Public and private residences. As discussed in the introduction to this report, the vast
majority of community residential services in Connecticut are provided through the private
sector. In fact, as Figure I-2 shows, the private sector operates more than three-quarters (78
percent), of the community residential facilities in the state, while the public sector (DMR)
operates 22 percent.

Figure I-2.

Community Residential Programs
Number of Publics and Privates

Private ICF/MR 67 Public CLAs 101
1% 16%

G ‘ Public ICF/MR 38
XH 6%
\

\u 1
Y
Y

Private CLAs 410
67%

DMR Data
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TYPES OF COMMUNITY RESIDENCES

The type of residence impacts the costs for services (i.e., rates), how rates are set, the
way payment is made to the providers, which agency or agencies pay for the service, how
services like medical care are provided to the client, and the potential impact on a clients’s cash
entitlements and earnings. Generally, there are four ways residential services are provided in
the community whether facilities are operated by the Department of Mental Retardation or
private contractors. They include:

® group homes that are certified as Intermediate Care Facilities for the Mentally Retarded
(ICF/MR), which are 24-hour care residences;

® group home or community living arrangements (CLAs) that are not ICF/MR residences,
but provide 24-hour care;

® community training homes (CTH) which are family foster care arrangements; and

® supported living arrangements (SLAs), where the clients receive less than 24-hour staff
support in their own (or shared) apartment.

The first two types of facilities listed are included in the scope of this study and described in
detail below.

Intermediate Care Facilities for the Mentally Retarded

Currently, approximately 105 private and public Intermediate Care Facilities for the
Mentally Retarded are operating as group homes in Connecticut. There are also a number of
these facilities operating at Southbury Training School and at DMR regional center campuses.
Campus units are not included in this study since they are not part of the community residential
services program.

All ICF/MR facilities are certified by the Department of Public Health and Addiction
Services, formerly the Department of Health Services. Private ICFs/MR are funded entirely
through the budget of the former Department of Income Maintenance, now the Department of
Social Services (DSS). That agency is reimbursed 50 percent by the federal government through
the Medicaid program. Each ICF/MR has 24-hour staff coverage. Also, clients are more likely
to receive medical coverage and other health care through ICF/MR services than from health
care providers in the community. Clients living in an ICF/MR facility are entitled to a monthly
needs allowance of only $30; all other assistance and earnings must, under Medicaid rules, go
towards the cost of their care.

Certification and licensure. To become ICF/MR certified, a facility must first receive
approval from the Department of Mental Retardation and a “certificate of need" from DSS
(formerly a function of the Commission on Hospitals and Health Care). To remain certified,



the facility must undergo an annual individual program review and semi-annual utilization
reviews. These reviews are discussed in greater detail in Section V. All ICF/MR facilities must
also be certified for medical eligibility by the Department of Public Health and Addiction
Services.

Rate-setting. The daily rates that ICFs/MR charge are prospectively established by the
Department of Social Services. Annually, each private facility files a report called a long-term
care cost report with a private accounting firm under contract to the state. The firm then
develops a rate, based on the facility’s costs for the prior year, that must be filed with and
approved by DSS. The rate for the ICF/MR includes costs for room and board, and day
programs, as well as direct care services. The commissioner of social services is required to
establish the rates based on a determination of "reasonable payment for necessary services,
which basis shall take into account as a factor the costs of such services" (C.G.S. Sec. 17-
314(a)). A similar process is followed by DMR with DSS to establish rates for the ICFs/MR
it operates.

Community Living Arrangements (CLAs)

Most community residences for mentally retarded clients are non-ICF/MR group homes,
or community living arrangements (CLAs). As Figure II-2 above indicates, there are 410
private and 101 public CLAs in Connecticut. Like ICFs/MR, these group homes provide 24-
hour staff support. These residences have an average of four clients, but range from one to 20
clients. Almost all clients participate in day programs that are not part of the CLA residential
program, including vocational training, supported work, or employment.

Licensure. Private CLAs must be licensed by the Department of Mental Retardation.
A license is issued to each individual group home, not its operating organization, and is
renewable annually. While, DMR-operated CLAs are not required to be licensed, they are
inspected and "certified" by the central Quality Assurance Division as meeting the same
standards as private facilities. A more detailed discussion of these standards is provided in
Chapter IV on quality assurance. Federally required licenses or certifications are not necessary
for community living arrangements. However, almost all private and public CLAs are approved
for a Home- and Community-Based Waiver under Medicaid, which allows the state to be
reimbursed for half of the service costs of the CLAs.

Rate-setting. Privately operated community residential facilities must have a portion of
their rates approved by the Department of Social Services. The portion of the CLAs’ costs
related to room and board costs must be approved by DSS; service costs (i.e., staffing), which
are paid for by DMR, are not, but DMR approves them through the funding negotiation process
described earlier. Public residences operated by DMR do not have to submit room and board
costs for non-ICF/MR homes to DSS for approval. The costs of client day programs, also
funded by DMR, are not included in the CLA service costs for either public or private homes.

10



For clients living in private CLAs, the Department of Social Services calculates clients’
room and board expenses as part of the overall cash assistance they are entitled to receive, after
considering the disregards that must be applied to both earned and unearned income, as required
by federal and state regulation. The assistance check is sent to the client and the private provider
is then responsible for collecting the rent portion from the client. Typically, after room and
board deductions are made, the client keeps about $120 a month.

REGIONAL PROFILE OF COMMUNITY RESIDENCES

A profile of community residential programs in the six regions, which includes a
breakdown of ICFs/MR and non-ICFs/MR by region, and the DMR-funded bed capacity for
each type of residence by region is provided in Tables I-1 and I-2. Table I-1 contains data for
private homes, while Table I-2 shows the same information for public homes.

Residence Type Region 1 | Region2 | Region3 | Region 4 | Region S | Region 6 State
Total l

ICFs/MR 29 14 4 9 11 0 67
Non ICFs/MR 66 85 60 63 88 48 410

| Total Residences 95 99 64 72 99 48 477
ICF/MR Beds 152 71 29 57 64 0 373
Non ICF/MR 333 351 232 305 . 447 221 1,889
Beds
Total Beds 485 422 261 362 511 221 2,262
Source: DMR Reports on Capacity and Licensed CLAs.

Residences. The tables show a total of 616 residences in the state -- 477 privately run
and 139 operated by DMR. As already noted, most residences -- 410 of the 477 private sector
(86%), and 101 of the 139 public sector (73%) -- are non-ICF/MR facilities. The tables also
indicate that there are regional differences in the numbers of private facilities as well as bed
capacities. Even adding the private and public facilities together, there are still variances by
region in the number of homes. However, those differences appear to relate to size and
population of the regions served. For example, Region 2 is the Hartford region and Region 5
is the New Haven region. While both have a high number of homes and beds, both also have
high numbers of clients waiting for residential placement, as will be discussed in Chapter III,
indicating they are not currently overserved.
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Number of beds. The number of beds in the public sector totals 748 (25%), while the
private sector has 2,262 (75%). These percentages vary somewhat from the residence ratios
cited on page 7, indicating that public homes have slightly greater bed capacity per facility than
do private residences. This is reflected in Table I-3, which shows that, generally, the average
number of clients per facility served in the private residences is lower than the public facilities.
For example, with the ICF/MR facilities, only Region 3 had the same average number of beds
in private and public homes, while in Region 2, the public ICF/MR served, on average, 4 more
clients per home than did the private facilities. The average bed capacity of the public and
private non-ICFs/MR is more similar, with 3 of the 6 regions having the same average number.
In fact, in Region 5 the average bed capacity in the public non-ICFs/MR is less than the
privates.

Region 1 Region 2 Region 3 Region 4 Region 5 Region 6
I ICF/MR 5 5 7 6 6 0
Private
ICF/MR " 9 7 8 p 7
Public
CLA 5 4 4 5 5 5
Private
CLA Public 5 6 4 6 3 4
Source: DMR ACOR Data for Private Facilities; DMR Report on Capacity of DMR Units.
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APPLYING FOR SERVICES

There are three ways a client can enter the system to receive services from the
Department of Mental Retardation; they include: 1) the regular application process; 2) through
placement by a probate court if the placement is involuntary; or 3) via an emergency placement.

Regular application process. Requests for services may be submitted to DMR by or
on behalf of any state resident who is, or believes he or she is, mentally retarded. Upon initial
contact with the department, the requesting party is informed in writing of his or her rights
regarding eligibility for residential services. Not everyone seeking to reside in a community
residential facility is immediately placed. Even after a client is deemed eligible for such
services, he or she may be placed on a waiting list.

Regional protocols developed by DMR state that intake workers or case managers will
assist applicants in preparing "Request for Services" forms along with the appropriate releases
for gathering information.  All initial service requests must include the following information:

® a medical history of the applicant;

® 3 certificate signed by a physician stating the applicant is free from any communicable
diseases; and

® a written psychological report stating a psychologist has examined the applicant not
more than 90 days prior to the application date, along with the results of a psycho-
metric assessment (not more than one year old), and an evaluation of the applicant’s
current level of adaptive functioning.

In the event of an emergency placement to a residential facility, the medical and psychological
reports may be submitted within 30 days following the admission.

Involuntary placements. Involuntary placements to DMR may be made either through
a probate court or directly to DMR in the case of an immediate placement. If the placement is
made by a probate court, an application is first filed with the court and a hearing arranged.

If, after a hearing, the court determines the person’s need for placement is critical, it can
order DMR to temporarily place the person in the most appropriate placement available. DMR
is required to report back to the probate court on its progress in finding appropriate, permanent
placement for the person. If the court-ordered placement with DMR is not considered an
emergency, the department is required to wait-list the person for placement in any residential
facilities it identifies as appropriate after an evaluation of the applicant is conducted. If no
placement becomes available within 60 days, the department is to report to the probate court and
continue to do so every 30 days thereafter until proper placement is found.

13



Emergency placement. In the event a person or agency has reasonable cause to believe
someone is mentally retarded and in need of immediate care, a written report can be filed
directly with DMR. The department is then responsible for promptly determining whether the
person is mentally retarded and if the department should assume care of the person. Once a
decision is made, the department has 24 hours to: 1) notify the Office of Protection and
Advocacy; and 2) file an application with the probate court for the district where the person
resided prior to emergency placement whereby a hearing is then scheduled.

Determining Eligibility

In order to be eligible for DMR services, a person must: 1) be a Connecticut resident or
referred from another state through the Interstate Compact on Mental Health; and 2) have mental
retardation as defined by C.G.S. Section 1-1g, which defines mental retardation as "a
significantly subaverage general intellectual functioning existing concurrently with deficits in
adaptive behavior and manifested during the developmental period." State law also specifies that
individuals committed to the department’s care for competency training by Probate Court (or in
the case of juvenile delinquents, Superior Court), or through specific federal law, are eligible
for services.

After a person makes an application to receive DMR services, a determination of
eligibility must be made. This decision is based on the application and additional information
such as:

® medical history and diagnosis;

® recent psychological test reports and historical reports prepared by a psychologist that
include formal intelligence and adaptive test results;

® school records, especially those which establish the presence of mental retardation
prior to the age of 18; and

® an interview with the applicant.

Regional directors have final decision-making authority regarding eligibility. If an
applicant is not eligible for DMR services, a written notice outlining the reasons for denial, as
well as a description of the appeal process, is sent to the applicant following the eligibility
decision.

Appeal process for ineligible applicants. An administrative hearing before DMR may
be requested by any applicant deemed ineligible for services. After the request is made, a
hearing officer is assigned, the applicant is notified, and a hearing is held. After a decision is
reached by the hearing officer, the final decision regarding the appeal is made by the
commissioner. The applicant is then informed of the determination, as well as his or her right
to appeal an adverse finding to Superior Court.

14



Placement to a Community Living Arrangement

Once a person becomes eligible for DMR residential services, he or she can be placed
in a public or private community residence. The overall responsibility of ensuring that clients
are placed in proper facilities and receive adequate treatment rests solely with the Department
of Mental Retardation. As mentioned earlier, statewide protocols for use in conjunction with
applicable laws and regulations have been established to help guide the department.

Central/regional office roles. In addition to a central office, DMR has six regional
offices throughout the state. Each has specific responsibilities and functions with regard to client
placement.

Regional offices are mainly responsible for handling client admissions to the system,
determining client placement in a residential facility, coordinating placements with other
programs and services through case management, maintaining lists of clients waiting for
placement, and ensuring the proper care and treatment of clients by private and public providers.
Regions are also responsible for overseeing program and property development, administering
contracts made with private providers, and negotiating contract changes such as increases in
daily service rates.

The central office is responsible for the overall planning and direction of the department.
It collects and analyzes financial data submitted by private providers, issues licenses to private
providers, certifies public homes, and inspects public and private residential facilities. It also
handles most quality assurance matters with respect to licensing, certification, and inspections.
However, some additional quality assurance functions are conducted at the regional offices.

Waiting list prioritization. The protocols used by the department state that regions are
to review requests for residential services at least biweekly to match needs of those requesting

placement with existing vacancies. If no vacancies are available, names are put on a waiting list
and reviewed regularly.

Waiting lists are arranged according to four status levels. The most crucial is emergency
status followed by Priorities 1, 2, and 3. Clients classified as emergency status are determined
to need a new living arrangement within three months. Factors contributing to the emergency
classification include:

® death or incapacity of the person’s principal support provider;

® health or safety of the person (or others) in the current living arrangement is
endangered;

® person can no longer be cared for by his or her family or current residential provider;

® person is homeless due to the emergency situation; or

15



® court requirement of immediate placement.

For clients classified as Priority 1, a new living arrangement should be found within one
year because the person’s current living situation is unstable or deteriorating. A Priority 2
classification means that a person needs a new living arrangement within two years because the
current living condition is becoming increasingly unstable or inappropriate. Clients classified
as Priority 3 need a new living arrangement within five years. This classification is given if the
person’s current living condition is stable and services are adequate, but his or her living
situation or needs are expected to change substantially within the next five years.

As of July 1, 1993, there were 1,103 people throughout the six DMR regions living at
home and waiting for placement in a residential facility. Each region maintains its own waiting
list and places clients into community residential facilities from that list whenever an appropriate
vacancy becomes available. In addition, the DMR central office maintains a statewide waiting
list updated on a monthly basis. Table I-4 shows the number of clients on waiting lists by region
as well as by priority level.

Emergency | Priority 1 Priority 2 Priority 3 | Total by Region
1 2 18 109 73 202
2 8 101 51 47 207
3 9 ¥ ) 14 23 68
4 11 52 38 135 236
5 11 31 52 174 268
6 7 20 2 68 122
Column
Totals 48 244 291 520 1,103
* Waiting list data are for all persons currently living at home and waiting for placement.
Source: Department of Mental Retardation.
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As Table I-4 indicates, approximately 4 percent of those with mental retardation living
at home are on waiting lists and considered emergency placements, while 22 percent are Priority
1, 26 percent are Priority 2, and 47 percent are Priority 3. On a regional basis, Region 5 has
the largest waiting list, 268 people, which equates to 24 percent of the total waiting for
placement statewide. Region 3, has the smallest list with 68 people, or 6 percent of the
statewide waiting list.

Aside from waiting list priorities, DMR clients are not given any type of classification
as to their needs. This has not always been the case. Until the closing of Mansfield, clients
were assessed and rated according to their level of needs, using a number system. By rating
clients in this manner, DMR and private providers were able to coordinate the demand for
placements, particularly associated with the Mansfield closing, with available supply of programs
and residential facilities in both the public and private sectors.

The department no longer uses numerical levels-of-need ratings. Instead, clients are
assessed using a broader methodology that analyzes their overall abilities and tries to match them
with the appropriate services offered by the department and private providers. The outcome of
this assessment method is an overall plan of services, which is an individualized strategic plan
that identifies clients’ needs, including residential placement, and finds programs that best fit
these needs within available resources. The rating practice was changed because clients were
being classified at artificially high levels which increased costs.

Overall plan of services. Once a client enters the DMR system and either resides in a
staffed residential facility, such as a community living arrangement, or receives day services
funded by the department, an evaluation and assessment of the client’s needs is completed. This
evaluation is done by a interdisciplinary team of individuals with direct knowledge of the client
described in more detail later. The evaluation is developed into a plan known as the overall plan
of services (OPS).

The OPS is designed to guide the delivery of services to a client for up to one full year.
It is geared towards helping the client achieve developmental growth, individualization,
integration, use of generic services (i.e., transportation), support of natural settings, and full
citizenship status. The plan includes the following information:
® a list of the client’s strengths, weaknesses, and preferences;
® 3 list of prioritized goals;

® measurable behavioral objectives for each goal,;

® teaching strategies detailing how staff will assist clients to accomplish new skills
and/or behaviors; and

® procedures to evaluate the teaching strategies.
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There are instances when an overall plan of services is not warranted for a particular
client. For example, clients may only need occasional services from DMR such as
transportation. Also, for clients who already have an OPS, the evaluation team may decide that
a client has become more independent and no longer needs the services required by the plan.
In these circumstances, a "Follow-Along Plan" is developed. This type of plan is not as
resource-specific as a regular OPS but still addresses the client’s needs.

Interdisciplinary Team. The Interdisciplinary Team (IDT), as defined in DMR’s policy
manual, is a group of people whose participation is relevant to identifying the needs of a client,
devising ways to meet these needs, writing a client’s overall plan of services, and reviewing the
plan’s effectiveness. The team is considered interdisciplinary because it consists of individuals
from different professional backgrounds (i.e, case manager, psychologist, physical therapist,
etc.). Each person, however, is associated with the client and his or her needs in some capacity.
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CHAPTER II

COSTS OF COMMUNITY RESIDENTIAL PROGRAMS

This chapter examines the costs of community residential services for mentally retarded
and developmentally disabled persons in Connecticut, including an overview of the overall costs
in Connecticut, and a comparison with other states. The process for setting rates and contract
negotiation is also discussed. The chapter also compares the costs of providing community
residential services between the private sector homes and DMR-operated facilities, including
direct care costs, room and board expenses, health care costs for clients, and administrative
overhead. Finally, the chapter discusses market structure influences and ways to enhance
competition.

OVERVIEW OF COSTS

Residential programs, including the institutional programs, consume a large portion of
DMR’s budget; more than any other single program. Of the agency’s residential program
budget, community living arrangements now receive more than any other category of residence,
including the still-costly campus units. Figure II-1 depicts DMR’s residential program
expenditures for two separate years -- FY 88 and FY 92.

Figure II-1.

Costs of Residential Services
CLAs as Percent of DMR’s Residential
Services Budget (000)

CLA 43% CLAS B4%
9142,130

300,786

Campus 82%
$84.001

Costs in FY 88 Costs in FY 92

Campuas 40%
$100,173

Governor's Budget
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In FY 88, the expenditures for campus facilities was about $84 million, accounting for
52 percent of the residential facilities’ budget. By FY 92, even though the capacity of campus
facilities had declined with the closure of Mansfield Training School, and the percentage of all
residential funding that goes to campus units had declined to 40 percent, campus units still
accounted for more than $106 million of DMR residential costs. Moreover, between FYs 88
and 92, the CLA component of the residential services program had more than doubled -- from
almost $69 million to more than $142 million. As a portion of residential program costs, CLAs
accounted for 43 percent of the costs in FY 88, and grew to 54 percent by FY 92. Community
training homes and supported living arrangements expend much less of the department’s
residential program dollars (4 percent). :

CLA Funding

Figure II-2 shows the annualized trends in the CLA program within DMR, by private
provider and by DMR-operated CLAs. The biggest increase in the budget occurred in FY 89,
when the CLA funding grew by $32.1 million, a 46 percent increase. The figure also shows
that in FY 83, DMR had a greater portion of the CLA funding -- 39 percent in FY 88 compared
to 34 percent in FY 89. This share dropped to about 30 percent for each of the next three years,
and then increased to 33 percent in FY 93. Since FY 91, the budget for private providers has
been about the same -- approximately $99.6 million. During the same period, DMR’s own
funding was cut nearly $2 million from FY 91 to FY 92, but increased about $7 million in FY
93.

Figure I1-2

Community Living Arrangements Costs
DMR Budget Trends FY 88 -- FY 93
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Private Providers 41.651 [ 69.606 | 83.913 | 99.682| 99.506 | 99.673

Il DMR-Operated Homes Private Providers

Qovernor's Budgets

20



The DMR funding to private providers covers most costs, other than room and board
costs. In some cases, providers receive revenue from other sources, such as fundraisers, that
offset some costs, but largely revenues from DMR accounts for most of the providers’ income.
DMR funding to private providers covers the costs of direct care staffing, support and
administrative staff, and operational program costs like transportation. On the other hand, costs
that appear in the program budget for DMR CLAs mainly include the personnel costs for direct
care staff in the homes.

Total Costs

In addition to the costs discussed above, the Department of Social Services is responsible
for funding the private ICF/MR costs as well as the room and board costs for the private CLAs.
Figure II-3 below, shows the overall costs of providing community residential services in FY
92. The figure combines: 1) staffing cost in all CLAs which is funded through DMR; 2) room
and board costs for private CLAs; and 3) total costs of all private ICFs/MR. The latter two
components are funded through the Department of Social Services’ budget. Most of the
expenses are eligible for federal reimbursement. About 50 percent of ICF/MR category
expenses are reimbursed under Medicaid, while all the costs for the vast majority of the CLAs,
other than room and board, are eligible for 50 percent reimbursement under a Medicaid waiver
known as the Home- and Community-Based Waiver.

Figure II-3.

Total Costs of Community Residences
DMR and DSS Expenses
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Comparison With Other States

Connecticut spends more on residential care for each mentally retarded or
developmentally disabled client than most other states. The cost and client data used in Table
II-1 are somewhat dated, but useful for comparison purposes. The table shows Connecticut
ranks at the top of the 51 states and Washington, D.C. in dollars spent per residential client
(both institution and community) at $77,152. Several other factors were compared for the
Northeastern states, including the total amount spent for residential care in each state, the
number of clients in residential care, the resulting cost per client, the percentage of funding for
community care (less than 16 beds), and the percentage of community funding supported by state

revenues.

State A ®B) © D) ® Rank of State
Total Res. | Total Resident | $ per Res. % Spent on % of in Fiscal Effort
$(000) Clients Client* Community Community $ in MR/DD
E Care from State
CT $382.6 4,959 $77,152 61 83.9 4
ME $55.1 1,140 $48,333 55 33.5 16
NH $63.0 1,119 $56,300 73 64.5 8
NY $1,118 27,227 $66,111 55 66.7 5
vT $30.0 587 $51,107 56 459 11
MA $605.8 8,242 $73,501 45 87.1 9
NI $476.6 9,307 $51,209 40 64.5 26
RI $82.2 1,915 $42,924 69 55.6 2
* Calculated using data from columns A and B
Source: David Braddock et al., The State of the States in Developmental Disabilities. Paul H. Brookes
Publishing, Baltimore, MD, 1990.

In FY 88, Connecticut spent more than any other state in the Northeast on residential
care per client, and actually led the nation in per-client residential costs. Connecticut also spent
more than most states in this region as a percentage of funds going to community residences
(those with fewer than 16 beds). However, the majority of these residences in Connecticut were
paid for with state funds, while most other states had more success in obtaining federal
reimbursements to pay for community care. Connecticut also ranked second-highest in the
Northeast, and 4th nationwide, in overall fiscal effort for providing services to mentally retarded
and developmentally disabled persons, as measured by state spending on these services as a
percent of $1,000 of personal income in the state.
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PROCESSES FOR DEVELOPMENT, FUNDING, AND RATE-SETTING

When resources for development of community residential programs for clients or, in
particular new facility construction, are available, the Department of Mental Retardation follows
specific processes to allocate them. The processes are outlined in Figure II-4.

The availability of funds for either program or property development depends on both
budgetary and policy guidelines specified by the legislature. DMR is guided by legislative
directives such as the type of client to be served and the type of living arrangement that should
be developed (e.g., community or supported living, community training home, etc.) when
making decisions on program and property development.

Program development. In addition to the actual physical construction of a community
residential facility, a program of services for individual clients needs to be developed. Program
development simply means that funds are available for DMR to place a client into a community
residential facility and that a plan of services can be developed.

The process begins with the DMR central office informing the regions that the legislature
has appropriated funds and what priorities have been established regarding use of the funding.
Once the regions know their allotments, they develop program requirements to meet the
legislative directives.

Private providers are then notified of available funding to develop a community residen-
tial program, as well as the requirements of the program. Providers must demonstrate their
ability to adhere to the program specifications and submit a letter of intent to the appropriate
region. Information detailing their organization and what methods they will use to fulfill
program requirements must also be provided to the regional office. Regional staff then meet
with all interested providers to discuss the proposals and decisions are made as to which
providers best meet the region’s requirements.

After this preliminary review is completed by the region, and the number of providers
is pared down, the remaining providers each develop a more detailed plan of the services and
resources they will provide. Prospective residents then are given the opportunity to meet with
the providers, who best match their needs and choose the provider with whom they feel

comfortable. Once this step is completed, the selected provider creates a residential services
plan that is reviewed and finalized by the region.

Property development. DMR also has a process, outlined in Figure II-4, for developing

property to be used for community residential facilities. This process is for selection and
approval of the actual residence to service DMR client(s).
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Figure II-4. Community Living Arrangement Program and Property Development Processes.

PROGRAM DEVELOPMENT PROCESS
Step 1. Notice of Availability of Funds

A. DMR central office informs regions regarding resource allocations and target priorities
B. Region meets with all interested providers

Step 2. Interested Providers Submit Letter of Intent

A. Provider agency describes what it intends to do
B. Provider describes history of organization, other programs it operates, and financial records

Step 3. Region Meets with Providers to Review Letters of Intent
Step 4. Region Selects Providers

A. Letter of Agreement sent to providers

B. Type of program to be developed is specified

C. Names of residents are assigned to providers

Step 5. Providers Develop Residential Services Plan

A. Providers meet prospective residents, DMR staff
B. Budgets, staffing patterns, and support services are specified

Step 6. Region Reviews Residential Services Plans

A. Plans are finalized, including budgets
B. Letter of Commitment is sent to provider chosen by resident

PROPERTY DEVELOPMENT PROCESS
Step 7. Property Development Stages

A. Provider finds suitable property
B. Region approves site and cost estimates
C. DMR central office reviews/approves request
D. DSS reviews request; agrees to fund
E. Property renovations begin, if necessary
1. Certificate of occupancy (town)
2. Sanitation report (town)
3. Fire Marshal approval (town)

Step 8. Provider Hires and Trains Staff

Step 9. Licensing Inspection by DMR Central Office
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The provider is responsible for finding the property that meets DMR and town
requirements. Staff of the region where the property is located is responsible for approving the
site and cost estimates associated with the purchase and renovation of the property. Once this
is completed, the provider staffs the residence. Pending a successful final inspection of the
residence, DMR then issues a license to operate the facility.

FUNDING PROCESS

Overall annual funding for both public and private community residential facilities is
determined by an appropriation level in DMR’s budget set by the legislature. The legislature
also establishes budgetary guidelines that outline the direction DMR must take as far as
community residential facilities and placements are concerned. Using these guidelines, the
department then decides how the funding will be allocated. Funding is program- or residence-
based, not client-based. This means that rates are set for a particular residence (or program) and
do not "follow" a client if he or she changes residences. :

Service contracts. The department then allocates the appropriated funding through
annual written contractual agreements with private agencies to administer community residential
facilities. Initial contracts are made between DMR and private providers following a "request
for proposal” (RFP) process. RFPs are issued whenever new funding is available for community
residential development, or changes occur within existing residential programs. An RFP
includes a description of the client to be served, the needs of the client, and program cost
ranges. These cost ranges, calculated by DMR, are used as guidelines by providers when
responding to the RFP.

Contracts between DMR and private providers are valid for one-year periods coinciding
with the state’s fiscal year. They are renewed annually following a satisfactory review of the
contractor’s performance, but established contracts are not put out for rebidding. Each year
each of the DMR regional offices renegotiates the contract amounts with the service providers.

RATE SETTING

Ultimately, the total costs for community residential programs in Connecticut is reduced
to a per diem or daily per-client cost. These costs are calculated through a complicated,
unwieldy process that, in many cases, yields questionable rate results. The rates are established
differently and involve varying state and private agencies depending on the type of community
home involved. For a diagrammed synopsis of the rate—settmg process for different categories
of residences, see Figure II-5.
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As the figure illustrates, there is no singular process for the development of rates. The
responsibilities for collecting cost data, allocating costs to the appropriate function code (expense
category), analyzing cost information, calculating rates and distributing them, and collecting
reimbursement from Medicaid and other payors, is not uniform and is dispersed among many

participants.

An example of the process yielding questionable results is given in Table II-2. The
comptroller is required by law to "at least annually determine the cost per capita per diem for
the support of persons in ’humane institutions’" (C.G.S. Sec. 17-295), which includes group
homes operated by DMR. Based on cost information largely supplied by DMR, the comptroller
sets these group home rates for each region for distribution to DAS’s Bureau of Collections to
collect reimbursement from clients, legally liable relatives, and Medicaid. Those rates for the
past two years are contained in Table II-2.

Per Capita Per Diem Rate -- Per Capita Per Diem Rate
. FY 92 FY 93
Region I 453.15 238.08
Region 2 317.99 246.14
Region 3 313.96 308.67
Region 4 341.08 254 .91
Region 5 549.48 113.14
Region 6 312.68 406.62
fg;;ce: Letters from the comptroller furnishing rates to DAS, March 1992 and June

As the table indicates, there are vast differences in CLA rates from region to region,
and a precipitous drop in rates in Regions 1 and 5. DMR fiscal staff believe there are a couple
of explanations for this. First, there were changes in the way the Comptroller’s Office allocated
educational and training expenses to rates for group homes between the FY 92 and FY 93 rates.
Second, the accounting for actual costs at the regional level is not given enough attention, and
therefore the cost basis on which the rate is established is not always precise. If cost data proves
inaccurate in one year, the rate would be adjusted the following year to compensate for that,
which may partially explain the volatility in rates.
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But to ensure more stability in rates, DMR must be guarantee that the fiscal data on
which those are based is as accurate as possible. Thus, the program review committee believes
it is imperative that DMR develop a cost-centered accounting system that will allocate costs by
individual group homes, and makes a recommendation for such a management control on page
71. This will permit cost data collection to be conducted consistently among regions, hence
resulting in the establishment of more accurate rates.

Program service rates for private providers. The results of the rate-setting systems
involving private group home costs appear less questionable, since the basis for establishing
those rates is contained in the ACOR system which private providers are required to use. The
following tables present data on the FY 92 rates for the private sector homes. Table II-3
contains information on the service portion of the rates that are funded by DMR.

As the table indicates, rates vary. One-quarter of the residences have service rates of
less than $100 a day per client, while 30 percent have rates of between $201 to $250 per day.
A few residences charge more than $350 per day, with one exceeding $900 a day. These
residences are usually very heavily staffed to serve the few clients needing one or more staff per
client at all times. Further analysis of staffing costs and direct care will be discussed later in
this section.

< $100 $101-150 | $151-200 $201-250 $251-$300 $301-$350 | >$350
L ,_—I

Region 1 14 8 18 12 6 6. 0
Region 2 29 19 15 14 2 2 5
Region 3 8 8 13 13 9 7 1
Region 4 19 14 6 14 2 2 0
Region 5 34 27 15 B . 8 1 0
Region 6 10 10 16 7 1 2 0

Total 114 (25%) 76 (17%) 68 (15%) 135 (30%) 28 (6%) 20 (4%) 6 (1%)

Source: DMR Licensed CLA Report, March 1993.

Room and Board Rates. As explained earlier, non ICF/MR homes do not include room
and board expenses in their service rates. These expenses are paid from the DSS budget through
cash assistance to clients. The room and board rates are approved by DSS and include property
costs, local property taxes (if assessed), property insurance, interest on working capital, and
operational costs such as food, utilities, and repairs. Table II-4 categorizes the rates and shows
the number of providers whose rates fall in each category by region.
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$21 - $40 $41 - $60 $81 - $100

Region 1 4 13 20 26 5 1
Region 2 3 35 21 18 6 1
Region 3 2 14 24 13 3 0
Region 4 4 18 17 17 1 2
Region 5 4 36 32 8 5 3
Region 6 2 21 11 9 1 0
Total 22 (5%) 137 34%) | 125 31%) 91 23%) 21 (5%) 7Q2%)
Source: DMR Licensed CLA Report, March 1993.

As the data in Table II-4 show, there is less variation in room and board rates than the
services rates shown in Table II-3. More than 60 percent of the private providers have daily
rates falling between $20 and $60 per day. Only five percent have rates below $20 per day.
At the other end of the range, 2 percent of the providers have room and board rates above $100

per day.

Property costs. The most expensive room and board item is property-related costs.
DSS staff who approve room and board rates state that usually the property costs are about half
the overall room and board costs. Of the 390 residences for which property cost information
was available, 294 had costs exceeding $20,000 per year, while 96 had costs less than $20,000

per year.

Most of the private provider residences have been developed by the Corporation for
Independent Living (CIL), which acquires residences and leases them to individual provider
agencies. In addition, CIL has developed a few homes for the Department of Mental
Retardation. CIL issues tax exempt bonds with the Connecticut Development Authority (CDA)
to finance the purchase and renovation of these homes and serves as the mortgagee. Since 1983,
CIL has serviced the financing of 321 properties. Purchase and renovation costs paid by CIL
have exceeded $95 million. The payments that providers make to CIL for leases are included
in the room and board rates paid by DSS. At the completion of a lease period, the provider
owns the property. '

Interest on working capital. In addition to financing property, CIL has recently begun
a working capital loan program which is funded through CDA bond issues and then loaned to
non-profit organizations, including many of the community residential programs. CIL provided
about $10 million to agencies through this program in 1991 and 1992. The interest on these
loans is paid to CIL and is reimbursable through the room and board rate paid by DSS.
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In FY 92, a total of more than $325,000 was included as interest payments on working
capital, as part of all private providers’ room and board costs reimbursable through DSS.
However, there is no breakdown of what portion of this amount was payment on loans through
the CIL working capital loan program.

Recently, the state auditors issued a letter and report seriously questioning the propriety
of this loan program, including whether the DSS reimbursements were actually on interest
payments as required, or on the principal of the loan. Subsequent to the auditor’s report, CIL’s
working capital loan program has ceased issuing new loans under the program.

ICF/MR RATES

Unlike the rates for CLAs, rates for ICFs/MR include all costs related to both staffing
and room and board costs. These rates are set solely by DSS. Table II-5 below categorizes the
daily rates being charged and the number of ICFs/MR whose rates fall into each category. As
the table shows, the total range of rates for ICFs/MR is broad -- from slightly more than $100
to more than $500 per day. However, the range of rates for most of the providers is much
narrower, with slightly over half of the 74 private facilities falling between $251 and $350 a
day.

Category of Daily Rate Private ICFs/MR Public ICF/MR
$100 - $150 3
$150 - $200 1
$201 - $250 13
$251- $300 12
$301 - $350 26 12
$351 - $400 7 16
$401 -$450 8
$451 -$500 2
>$500 2
* Rates include day service costs
Source: DSS Policy Transmittal on Long Term Care Rates, April 1993.
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COMPARISON OF COSTS IN THE PRIVATE AND PUBLIC SECTORS

Methodology. The major charge of this study was to compare total costs of operating
public vs. private community residential services programs. A random sample was taken from
the more than 600 community residences to make data collection and analysis manageable. Sixty
residences were randomly selected from the private sector, or 12 percent of all private CLAs,
and 60 homes, or 43 percent, of all public CLAs. The sample was geographically stratified to
ensure adequate regional representation.

Obtaining cost information for the sampled homes proved a daunting task. First, expense
data were not readily available for the state-operated homes. Secondly, even when the data were
available for the homes, they were not always captured in the same way and many data
manipulations and calculations were performed to achieve similar expense categories for each
sector. Ultimately, usable cost data were obtained for 57 private serving 287 clients, and 50
public homes serving 293 clients.

Some data for the private homes were not available from the Audited Consolidated
Operational Reports filed with DMR by providers, so a supplementary questionnaire was sent
to all sampled private providers to gather information on benefits, sick time, and workers’
compensation use.

In addition to the expense categories for operating the residences themselves, other
overhead costs had to be added. Some of the costs were the result of the provider’s overhead,
while others were due to DMR, other state, or federal regulation. For a full accounting of how
costs were calculated, see the Cost Methodology in Appendix A.

Cost comparisons were also confounded by two major differences between the private
and public sector community residences. First, as pointed out in the briefing report, public
sector homes (especially ICFs/MR) are larger residences on average. Given that almost 40
percent of the community residential beds in the public sector are in ICFs/MR, more of DMR’s
residential clients than private sector clients reside in larger homes. Thus, varying residential
sizes made the comparisons more difficult.

Physical and mental differences in clients served in the two sectors also proved to be
complicating factors. As will be discussed in greater detail later in this report, DMR homes
serve a higher proportion of clients with acute needs than would be expected, given that public
homes only serve about 25 percent of all residential clients. The significance of these
differences was statistically tested in four different client characteristic areas: severe or profound
mental retardation level; dual diagnosis of mental illness and mental retardation; psychotropic
medication; and immobility or low levels of mobility.

The results indicate the differences in serving these more acute clients are more than
random, and that overall, DMR homes serve a disproportionate share of challenging clients.
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For example, of all residential clients, private providers serve three of every four. But, these
providers serve only one of every five profoundly retarded clients. DMR, on the other hand,
serves only one of every four clients overall, but one of almost every three DMR clients is
profoundly retarded. Similarly, a higher percentage of clients in DMR homes require
psychotropic medication than in private homes. Slightly more than one in three DMR clients
require such medication, compared to one in four clients in private homes. Further, the
disproportionate number of challenging clients served by DMR are concentrated in a smaller
number of homes, which no doubt has some bearing on home costs.

The differences in cost between the two sectors for homes serving clients with acute
needs, by isolating homes that serve the most disabled clients. But, because needy clients are
dispersed throughout the system, and because home selection was also dependent on equal
numbers of beds, identifying such residences from the sample was difficult and generated low
numbers of homes for comparison. Thus, analysis was conducted on costs for homes serving
"similar” clients, but cautions against using the results for projecting the costs on a systemwide
basis.

Once those homes identified as serving needy clients had been separated out of the
sample for analysis, the direct care cost data for those homes -- those with a greater mix of
clients -- remaining in the overall sample was also examined. Other factors, (e.g., type of
facility, regions, and unionization) that may potentially impact costs, are also examined in this
section.

Cost Comparison Results. Overall, the cost of operating group homes -- including all
the staffing costs, benefits, all internal and external administrative and overhead costs, and health
care cost -- are about 40 percent higher per home in the public sector, but because the DMR-
operated homes typically serve more clients in a home, the costs per client, on average, are
about 21 percent higher. Recognizing that DMR homes serve higher numbers of clients, and
a greater concentration of more challenging clients, this difference in average costs is still
difficult to justify. Average costs for each expense component are provided in Cost Profile
sheets in Appendices B and C.

DIRECT CARE STAFFING AND COSTS

Direct care staffing is one of the largest expenses incurred by both DMR and private
providers in caring for clients in community living arrangements. Direct care staff include
residential managers, residential supervisors, and aides/counselors who provide the daily
assistance needed by persons with mental retardation. Staffing for CLAs in both the public and
private sectors is on a continual, 24-hour basis.

As noted earlier, making cost comparisons between public and private community
residential facilities is a difficult and complex task. In its attempt to compare direct staffing
costs between the two sectors, committee staff selected a sample of community residential
facilities to make analysis manageable. However, as with any type of sample unless it is very
large, the overall number of residences, and their similarities in different areas, becomes limited.
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On the other hand, any cost comparison on a per client basis is even more difficult
because client characteristics, and levels of severity within these different characteristics, are so
varied. In fact, committee staff attempted to examine costs on a per client basis by weighing
the degree of severity of each characteristic, but found the characteristics too disparate to
analyze.

Instead, costs were analyzed on a per-residence basis by selecting homes where certain
client and residential characteristics might impact direct care staffing. By identifying specific
client characteristics, the analysis takes into account DMR facilities serving a higher
concentration of clients with more staff-intensive characteristics. However, analyzing costs on
a per-residence basis also has inherent difficulties because of the possibility of a low number of
residences from which to compare costs -- as seen in some of the tables in this section. Further,
with such few residences to compare in some circumstances, the committee cautions against
projecting these particular direct care staffing cost results on a systemwide basis.

No matter which way direct care costs are analyzed, per residence or per client, there
are going to be numerous analytical obstacles. Nonetheless, the program review committee finds
in its analysis of community residential facilities that the results consistently show direct care
staffing costs higher in the public sector.

Findings

The program review committee makes the following findings with regard to direct care
staffing costs:

® Overall, the costs for direct care staffing of the sampled residences were eighty-five
percent higher in the publicly operated homes than homes operated in the private sector.

® The ICF/MR certification corresponds with higher costs in both sectors.

® Unionized homes sampled in the private sector have higher direct care costs (by 20
percent) than private non-unionized homes, but there is a larger difference in staffing
costs between public homes and unionized private homes (66 percent).

® The difference in costs, on average, between the public and private residences sampled
has more to do with higher staffing levels in the public homes than with average salaries.
In public facilities, the average number of direct care FTEs per public residence is 52
percent higher than private residences, the average FTEs per bed is 40 percent hxgher
while the average salary is only 28 percent higher than private homes.

® Staffing coverage for first and second shifts is, on average, 40 percent higher in the
public residences sampled than the private homes; there is little difference for third shift.
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® Public homes, on average, have one additional client per home than do private homes,
or about 20 percent more clients per residence. This factor would account for some of
the overall differences in staffing costs, but certainly not for such disparity in costs
shown.

® There are regional differences in all of the factors analyzed, and explanations are offered
for some, but not all differences can be explained.

® The cost of homes sampled with the same number of beds (3-bed homes) was 75 percent
higher in public residences than private.

® From the analysis of the sample, not all differences in staffing costs can be explained by
examining client characteristics. Even when homes with the same number of beds
serving similar clients are compared, public residences were always higher in terms of
costs, and in most cases substantially higher.

® While the number of observations is low for both public and private homes sampled
serving clients in need of more supports, there appears to be a greater difference in costs
among homes serving more challenging clients than those serving less challenging
residents.

® When homes sampled with clients of similar characteristics were removed from the
analysis, and the costs of the remaining homes serving a mix of clients were compared,
costs in the public facilities were still substantially higher than private residences.

Analysis

Several different factors dealing with direct care staffing were analyzed for the residences
sampled, including: 1) total cost per residence; 2) average salary; 3) number of full time
equivalents (FTEs) per residence; 4) number of FTEs per bed; and 5) shift coverage hours.
These factors are first compared on a broad basis between public and private residences sampled;
more detailed analysis comparing factors such as region, type of facility (ICF/MR or non-
ICF/MR), and unionization is also presented. Direct care staffing costs of homes with the same
number of clients having either the same, or similar, mental retardation levels, as well as other
characteristics were examined. This analysis was done as a way of comparing residences that
were as similar to each other as possible.

Overall direct care staffing cost. Table II-6 shows an overall comparison of public/private

direct care staffing factors of the residences sampled. It should be noted that overtime costs and
hours are included in direct care costs and FTEs, but are not considered in shift coverages.
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CATEGORY PUBLIC FACILITIES PRIVATE FACILITIES l

. (N=50) (N=57)
Cost $307,080 - $166,119
Beds per Res B 5.0
Salary $28,959 $22,585
Total FTEs 11.1 g
FTEs Per Bed 2.1 1.5
PUBLIC FACILITIES PRIVATE FACILITIES
(N=48) (N=23)
First Shift (Hours)
113.9 81.3
Second Shift (Hours)
145.8 104.6
Third Shift (Hours)
71.6 67.6
Source: Sample data analysis.

As the table shows, direct care staffing comparisons between sampled public and private
residences differ sharply for most of the factors analyzed. For example, the overall average cost
of direct care staff in public residences was $307,080, which is almost double the average cost
of $166,119 for private facilities. Overall, direct care staffing costs for the public sector
residences sampled ranged from $53,841 to $701,511, and from $61,248 to $365,028 for the
private sector homes sampled.

With respect to average salary for direct care staff, again the public facilities sampled
showed a higher overall direct care staff annual salary than the private facilities. In the private
sector, the average direct care staff salary was $22,585. The average salary for DMR’s direct
care staff, however, was $28,959 -- a 28 percent difference.
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Also examined, was the average number of full time equivalent (FTE) direct care staff per
residence, as well as the average number of FTEs per bed. Analysis shows that the average
number of direct care FTEs per residence was 11.1 for DMR’s facilities, and 7.3 for private
facilities -- an average of 52 percent more staffing per residence in public sector facilities.

Although public facilities average more direct care staff per residence than private facilities,
the average number of beds per public residence is also higher in the public residences. To
account for this, the number of direct care FTEs per bed was analyzed which found that the
average number of direct care FTEs per bed for DMR facilities was 2.1, and 1.5 for private
facilities -- a 40 percent difference.

As previously mentioned, direct care staffing for CLAs is provided on a 24-hour basis. In
order to get shift coverage information for public and private residences, the staffing schedules
for 23 of the private residences sampled and 48 of the public facilities were reviewed. The total
number of hours by shift were compiled for each residence and then an average per shift was
determined for each sector as shown in Table II-6.

Public residences averaged more staff hours per shift than the private residences. Most of
the coverage differences occur in the first and second shifts where the public residences
scheduled 40 percent more staffing hours than the private facilities. There is, however, little
difference on the third shift.

Direct care costs by facility type. In addition to comparing direct care staffing factors on
an overall basis, the same staffing factors as they relate to facility type (ICF/MR or non-
ICF/MR) were compared. Table II-7 provides a breakdown of the direct care staffing factors
for the public and private ICF/MR and non-ICF/MR facilities sampled.

The program review committee concludes that ICF/MR facilities have higher overall direct
care staffing costs than non-ICF/MR facilities, and the difference is more profound in the private
sector. As Table II-7 shows, the average cost per residence for direct care staffing is higher in
ICF/MR facilities than non-ICF/MR facilities for the public and private homes sampled. For
the public ICF/MR homes, the overall average cost for direct care staffing was $326,045, while
in public non ICF/MR homes the cost averaged $297,310 -- a difference of almost $29,000 (or
10 percent) per residence. For the private sector homes sampled, the average direct care staffing
cost was $227,868 per ICF/MR residence and $160,182 per non-ICF/MR residence -- a cost
difference of almost $68,000 (or 42 percent) per residence.

In terms of salaries, direct care staff in the public non-ICF/MR facilities sampled had higher
average salaries than direct care staff in public ICF/MR facilities. In ICF/MR residences, the
average salary for direct care staff was $26,039 a year. However, in non-ICF/MR facilities,
the average yearly salary was $30,463 -- a 17 percent difference.
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PUBLIC PRIVATE PUBLIC PRIVATE
CATEGORY ICF/MR ICF/MR NON- NON-ICF/MR
N=17) (N=5) ICF/MR (N=52)
(N=33)
Cost $326,045 $227,868 $297,310 $160,182
Beds per Res 7.8 5.6 4.9 5.0 I
Salary $26,039 $23,816 $30,463 $22,466
Total FTEs 13.0 9.5 10.1 Z.3
FTEs Per Bed 1.4 1.8 % 1.5
PUBLIC PRIVATE PUBLIC PRIVATE
ICF/MR ICF/MR* NON- NON-ICF/MR
(N=16) ICF/MR (N=23)
(N=32)
First Shift (hours) 119.2 | - 111.1 81.3
Second Shift 1733 | - 1. 104.6
(hours) .
Third Shift 61.2 | @ 76.8 67.6
(hours)
*Insufficient data.
Source: Analysis of sample data.

On the other hand, annual average salaries for direct care staff working in the private sector
residences sampled were slightly higher in ICF/MR facilities than non-ICF/MR facilities. The
average salary for direct care staff in private ICFs/MR was $23,816, while those in non-
ICFs/MR averaged $22,466 -- a difference of 6 percent. Because of the small number of private
ICFs/MR in the sample (5), the results of the cost and staffing analysis could not be projected
to the overall population.

When public and private sector direct care staff salaries are compared, there is a wider
disparity in salaries for non-ICF/MR facilities than ICF/MR residences. Salaries for direct care
staff in ICFs/MR averaged $26,039 in the public sector and $23,816 in the private sector -- a
difference of just over $2,200. However, staff in the public non-ICF/MR facilities sampled had
an average salary of $30,463 in FY 92, while direct care staff in private sector non-ICFs/MR
averaged $22,466 -- a difference of almost $8,000.
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In terms of direct care FTEs, the public ICFs/MR sampled averaged 3.5 more FTEs per
residence than private ICFs/MR (13 compared to 9.5). This difference is largely due to the
number of beds in a facility. The public ICF/MR facilities sampled averaged more than 2
additional beds per residence than the private ICF/MR facilities. However, when direct care
staff FTEs on a per-bed basis were analyzed, private ICFs/MR were slightly higher than public
ICFs/MR -- an average of 1.8 for private residences and 1.6 for public facilities. For non-
ICFs/MR, public facilities averaged slightly under 1 more direct care FTE per bed than private
non-ICFs/MR -- 2.3 compared to 1.5.

Unionization. Throughout this study, the committee was made aware that an assumed key
factor in the overall cost of operating a community residential facility was whether or not the
staff of a particular facility is unionized. Of the total 476 private community residences
operating throughout the state, 170 (about 36 percent) are unionized. In the sample, nine
providers, representing 40 percent of the private residences sampled, had unionized direct care
staff. In the public sector, all direct care staff are unionized. Table II-8 provides an overview
of direct care staffing factors as they relate to unionized and non-unionized community
residential facilities.

_ PUBLIC PRIVATE NON-
- CATEGORY (N=50) UNION (N=34)
Cost $307,080 $184,774 $153,500
Beds per Res 5.9 4.6 b
Salary $28,959 $23,618 $21,886
Total FTEs 11.1 ¥ % ) 7.0
FTEs Per Bed a1 1.8 )
PUBLIC PRIVATE PRIVATE
(N=48) UNION (N=4) NON-UNION (N=19)
First Shift (Hours) 113.9 98.8 116
Second Shift (Hours) 145.8 109.5 103.5
Third Shift (Hours) 71.6 73.3 66.3
Source: Analysis of sample data.




Overall, in most of the categories the differences between private unionized and non-
unionized residences sampled are not as marked as those between public and private. For
example, the difference in average direct care staffing costs per residence is only 20<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>