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Dear Provider Council Member,

During these uncertain economic times, it is undedable that providers are concerned about thativeg
impact of system changes. The Department of Devedopal Services (DDS) is committed to moving foravar
in a prudent and methodical manner that gives gdenégencies an opportunity to prepare for the ngmi
changes to the current funding system.

DDS has worked with the private sector in the plagndevelopment and evaluation of the transitma Fee-
for-Service system. The Waiver Work Group, which isollaborative effort with the private sectors lieeen
instrumental in the research of other state’s wamwglementation, reviewing the rate methodologwalgzing
the effects of the Level of Need and the ratesuwreat services, and establishing a transitionltmee Through
the effort of the Waiver Work Group, the originate methodology was revised numerous times, argjaff
modifier was implemented to address those indivgludo require intensive supports, and an additiona
transportation rate was developed for non-ambujatahividuals.

Our reasons for adopting a rate-based methodoleagioaassure fairness and equity in the distrilouibpublic
resources to consumers, allow consumers freedahade among providers without financial penalty,
maximize the resources available to the departiaedto address the disparity of rates in the peigactor.
Rates and utilization-based billing is an appraéett has been used for many years for procuringcgsr. This
approach is consistent with the general directioseovices nationally that are funded through tloend and
Community Based Services (HCBS) waiver.

DDS is moving towards an attendance based reimimansiesystem for all supports provided to our coresgm
This has been instituted for all new graduate ayjedaut placements since 2005. Under our currentaxin
model, the DDS billing unit uses attendance datnture our bills for the HCBS Waiver included odéys of
services provided. The supports provided throughmtlaster contract are scheduled to be transititméds
new payment system in the coming year.

The original rates drafted by DDS were developeskdaipon cost information from the provider comrtyuni
and wage information from the Department of Labdhwo utilization factor for attendance. Thesesatere
modified by the Waiver Work Group to include an 8&¢tendance factor for providers who pay DDS
consumers for vacation time and 90% for all othrewjalers.
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The following information responds to specific isswyou raised in your discussion of the reasonabteaf the
90% factor.

+ State employees assume an 85% attendance factor including holiday, sick, vacation and personal time.

Our calculations are very similar. The Fee fon@er rates built in 10 holidays before using a 9@&tor.
When holidays are factored into the comparison betwstate employees and the Fee for Service rttes,
utilization of 85% for state employees is nearlgritical to the 86.5% for the rates. In fact, therage person
can have 35 days away from the day program inctudoiidays, vacations and sick time before the joiens
reimbursement is reduced from the present conaracunt. In other words it is not until the"™3gay of
absence that the provider is expected to realieecent of efficiency based on utilization. Forpders who
give their consumers a week paid vacation, indiaig would need to be absent 40 days a year bafgre
reduction in payment. It should also be noted tihatrates do not include a staff turnover factypicdal state
internal budgeting acknowledges that there is ggvassociated with staff vacancies. Any savings fstaff
turnover are available to the agency to offsetlasges due to lower attendance.

«  Wheredid the 90% attendance factor originate?

The original draft rates did not factor in attenclanAfter consultation with the Waiver Work GrolpS
recalculated the rates using a 90% attendancerfacto

John Campion, now retired, researched other ssatiagt time and 90% compared favorably. Sinceivewe
this letter, we have begun to again to query agkeies. Our results are as follows:

State Percentage Comment

California 100%

Maryland 95%

Delaware 92%

Oregon 90% Has a review process for special cirtamegs of low attendance
Massachusetts 85% Does not pay beyond contractrarfadilization exceeds 85%

In Connecticut, the 90% attendance factor has baecessfully used for high school graduates 20056.

The transition to an attendance based reimbursesystém has been part of the transition plan s2006. All
providers have been informed of this transition #tredmove should not be seen as being expedient. We
recognize that not all providers will initially meie 90% factor. Providers should have been pranfar this
system change and begun to implement transitidrakgies to reduce costs or increase revenue ke oya
some of the shortfall. Using the 90% factor, tteesshares the financial burden but does not aexelysown
it. It is reasonable to expect that a provider Wwhe 80% attendance should be able to operate speleds
money than a provider who has 90% attendance.

For our providers who contract with the Departmerilental Health and Addiction Services (DMHAS) to
provide day services, DMHAS only pays for daysafial attendance. Providers are expected to insure
utilization accordingly to remain financially viabl

+ DDS staff has encouraged providers to manage vacancies by overbooking.

DDS has encouraged agencies to look at their ater@dstatistics.

If, hypothetically, an agency is staffed to supdd@® people per day but on the average 85 parteigds
reasonable to assume they could take some moréepsibout jeopardizing health and safety. Indivatkiin
the program who do not attend on a regular basisldlbe encouraged to reduce their days in theranogn




order to allow the agency to provide supports leeopeople for those days. Since the rates aral lwas80%,
an additional six people to fill the unused capawaibuld eliminate any loss of revenue.

It should also be noted that low attendance hgseketome agencies to make a profit. Seven of thegh@st
day service cost settlements are in the lowerdfadttendance based on the FY 07 Annual Report. The
remaining three of the 10 highest are in the m@hanf providers. None of the 10 largest cost satlds are for
providers with high attendance. Our current systelvantages providers with low utilization over pdsrs
with high utilization.

« This new payment system contradicts the philosophy of normalization for DDS consumers because it
could discourage them from taking family vacations, traveling and taking personal time off from their
day or employment programs.

There is no reason that this change should beptigeuto families. The average of 35 days for dayis,
sickness and vacation that is inherent in thepedeides a substantial cushion. There may benostawhere
an exception should be made to the 90% requireni2D$S will develop a review process for extraordyna
circumstances that would be beyond the provideigyato manage based on its overall operationse Would
anticipate these to be rare and isolated instdmaeBDS will develop a mechanism for addressingrthe

 Timdinefor implementation

There have been numerous concerns expressed hbdirmheframe for implementation. The fundamental
tenants of the changes have been widely knowndarsy so providers have certainly had an opposttmit
examine their operations. Pilots were done apprately two years ago and changes were made bagbdton
experience. However, given the concerns andtibbenging economic situation for providers, DDSvilling
to delay implementation of the change to the 90%sb@ July 1, 2009 which would allow the departtrien
implement its utilization based billing applicatiand to use the data in planning the transitionth\ttie

benefit of the additional time, we would anticip#tat there would be no need for the six month @luds
attendance being weighted 50%.

Thank you for the opportunity to respond to youpt8ember 29, 2008 letter. We look forward to comtich
collaboration with the provider community as we toome the transition to the new funding system.

Sincerely,
I 11y
Ut M. O Inaana.

Peter O'Meara
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