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Members of the Legislative Audit Committee:

This report contains the results of the performance audit of Home and Community
Based Services and Home Health Services. The audit was conducted pursuant to Section 2-3-
103, C.R.S., which authorizes the State Auditor to conduct audits of all departments,
institutions, and agencies of state government. Thereport presents our findings, conclusions,
and recommendations, and the responses of the Department of Health Care Policy and
Financing, the Department of Human Services, and the Health Facilities Division of the
Department of Public Health and Environment.
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J. DAVID BARBA, CPA
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Department of Public Health and Environment
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Home and Community Based Services and Home Health Services
Performance Audit
June 2000

Authority, Purpose, and Scope

This audit was conducted under the authority of Section 2-3-103, C.R.S., which authorizesthe
Office of the State Auditor to conduct performance audits of all departments, institutions, and
agencies of state government. The audit was conducted in accordance with generally accepted
auditing standards. We gathered information through interviews, data analyses, document
reviews, and site visits. We gratefully acknowledge the assistance and cooperation extended
by management and staff at the Departments of Health Care Policy and Financing, and Human
Services, and the Health Facilities Division, as well as staff at Single Entry Point agencies
statewide.

Overview

Asanalternativetonursingfacility care, M edicaid-eligibleindividual swho meet thefunctional
assessment for nursing facility level of careareeligibleto receive supportive servicesintheir
home or alternative community living environment. Supportive servicesare provided through
the Home and Community Based Services (HCBS) and Home Health programs. HCBS
programs provideunskilled carein community settings. Unskilled careincludesadult day care,
personal care, homemaker services, and nonmedical transportation, among other services.
There are about 1,100 HCBS providers (including those that are not overseen by the
Department of Public Health and Environment’s survey process). In Fiscal Year 2000 the
HCBS program for the Elderly, Blind, and Disabled (HCBS-EBD) provided servicesto nearly
13,000 individuals at a cost of about $64.2 million.

In addition to the unskilled services provided by HCBS, skilled services are available through
Colorado’s Home Health program. Skilled servicesinclude skilled nursing, home health aide,
occupational therapy, physical therapy, and speech pathology. There are about 131 home
health (skilled) services providers. In Fiscal Year 2000 the Home Health program provided
services to about 6,600 individuals at a cost of $66.9 million.

For further information on thisreport, contact the Office of the State Auditor at (303) 866-2051.

-1-
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The Department of Health Care Policy and Financing is responsible for overseeing and
administering all Medicaid programs, including HCBS and Home Health. The Department of
Health Care Policy and Financing delegates some responsibilities for the HCBS and Home
Health programsto other entities. The Department of Public Health and Environment (Health
Facilities Division) isresponsiblefor overseeing quality of care provided by HCBS and home
health service providers. The Department of Human Services monitorsthe Single Entry Point
agencies (SEPs). Consultec, a private corporation, serves as the State’s Fiscal Agent,
disbursing payments made for HCBS and home health services.

Oversight of Home Care Providers

Our report identifies a number of areas where the oversight of home care providers can be
improved. Among them are the following:

* Additional enforcement tools are needed. In our file reviews we noted that the
Department of Public Health and Environment’s Health Facilities Division had
identified numerous complaints against providers and repeated instances of provider
noncompliance. Y et providers with serious deficiencies continued to serve clients.
The only enforcement actions available to the Division are to recommend
decertification of a provider to the federal agency overseeing community programs
(HCFA) or to recommend that the State terminate its Medicaid agreement with the
provider. The current enforcement remedies offer only an “all or nothing”
approach—either terminate the provider from the program or continue to allow the
provider to operate. We recommend consideration of intermediate sanctions such as
monetary penalties and denial of payment for new Medicaid admissions. Inour report
we also address evaluating the regulatory framework for community care including
researching the costs and benefits of licensure for HCBS and home health providers.

» Surveys need to be improved. The Health Facilities Division conducts on-site
inspections (surveys) of HCBS and home health providers. During our audit we
reviewed a sample of 30 Health Facilities Division surveys of home health (skilled)
providers and 23 HCBS (unskilled) providers. Weidentified the following problems:
(1) inconsistent and inadequate citation of deficiencies, (2) inadequate documentation
of survey results, (3) inadequate sampl e sizes, and (4) untimely compl etion of surveys.
We found that, on average, Colorado is spending | esstime on home health surveysthan
other statesregionally. Additionally, over the past three years an average of 66 percent
of home health surveysin Colorado did not contain any deficiencies, which exceedsthe
average for other statesin the region by 20 percent.
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Background checks should be conducted. Currently background checks of service
provider and SEP staff who have direct contact with HCBS and home health clients are
not required. Section27-1-110, C.R.S., commonly known as the V ulnerable Persons
Act, requires the Department of Human Services to conduct background checks on all
employeesor contracted agents of the Statewho havedirect contact with any vulnerable
person served by its programs. However, since the HCBS and Home Health programs
arenot administered by the Department of Human Services, the V ulnerable Persons Act
does not apply to HCBS and home health service providers or SEP staff. Clientele
served by the HCBS and Home Health programs meet the definition of vulnerable as
stated in the Vulnerable Persons Act, and as a result, background checks should be
required for any staff having direct contact with clients.

Complaint Investigations

Our audit reviewed the Division’s handling of complaints against HCBS and home health
providers. We found the following:

Not all complaintsarereported tothe Health Facilities Division. TheDivision,
the Department of Health Care Policy and Financing, Single Entry Point agencies
(SEPs), and State Ombudsmen can all receive complaints against HCBS and home
healthproviders. However, because of inadequate coordination and complaint handling
procedures, not all complaints are appropriately forwarded to the Division. For
example, the Department of Health Care Policy and Financing recently received a
quality of care complaint regarding a noncompliant home health provider. The
Department of Health Care Policy and Financing took almost a month to forward the
complaint to the Health Facilities Division. The complaint led to asurvey resultingin
19 deficiencies. In addition, we found six different situations where quality of care
problems with providers were documented by the Single Entry Point case manager but
not referred to the Health Facilities Division. In the most severe situation a client
alleged that their personal care provider was abusive.

Complaint investigations need to be completed on a timely basis. We reviewed
complaints handled by the Health Facilities Division over atwo-year period. Wefound
that the time elapsed from the start of an investigation of home health and HCBS
complaints to its completion (including release of the report to the public) averaged
between 43 and 107 days (or nearly 4 months). Depending on level of severity, the
Division’s current policiesstatethat they will (1) begin complaint investigationswithin
2, 10, or 60 working days, (2) include the complaint investigation with the next
scheduled survey, or (3) take other action. However, the Division has not established
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policies regarding the timeliness of the completion of complaint investigations. We
believe that investigations need to be completed and released in amore timely manner
and recommend establishing deadlines for completion.

Controlling Costs

During our audit we reviewed overall costs, payment system edits, and postpayment reviews;
analyzed claims data; and discussed cost containment limits with other states. We found
significant problems with the fiscal management of both the skilled and unskilled portions of
community long-term care, including:

Controlsover cost of care need to be strengthened. State law requiresthat “home
and community based services... shall be offered only to persons... for whom the costs
of services necessary to prevent nursing facility placement would not exceed the
average cost of nursing facility care....” (Section 26-4-606, C.R.S.) Additionally, the
agreement with the federal Health Care Financing Administration (HCFA) for the
HCBS program requires that the State refuse to offer home and community based
services to anyone for whom the cost of HCBS services would exceed the cost of
nursing facility care.

The average annual cost of a stay in a nursing facility is about $25,500, based on the
average per diem at a nursing facility times the average length of stay. Using audit
software, we analyzed costs for clients served by both the HCBS and Home Health
programs. We found that about 20 percent of individuals receiving both HCBS and
home health services exceeded the cost of care in a nursing facility. In total, we
estimate that the State paid over $14.5 million more to serve these individuals in the
community than in the average nursing facility. The Department of Health Care Policy
and Financing has not analyzed the combined costs of HCBS and Home Health and has
not set appropriate upper-payment limits. Under the current [imitsan individual served
by both programs could receive about $119,000 for long-term and $141,000 for acute
care in the community—more than five timesthe average cost of serving anindividual
in anursing facility.

Elevated service limitsincrease pressure on program budgets and, in afee-for-service
environment, allow additional room for overutilization, fraud, and abuse. Establishing
limitsis a critical statewide policy issue. We recommend that the Department of
Health CarePolicy and Financing work with the General Assembly to evaluatethe needs
of all populations within community care programs and establish appropriate service
limits.
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* Claims payment controls should be improved. Through our review of casefile
documentation and claims data, we identified areas where improvements in controls
over claims paymentsare needed. Specifically, wefound that the existing rulesfor the
Home Health program do not ensure that payments are made only for authorized and
medically necessary services. We reviewed a sample of home health plans for 20
clients. For 9 of the 20 clientsreviewed (45 percent), we found paymentsfor services
that were not authorized. During a six-month period, this totaled about $25,000 in
unauthorized services. For the same sample, we found that plans of care were not
signed by the client’ s physician in 40 percent of these cases. For these cases we noted
about $280,000 in home health services that could potentially be denied becauseitis
guestionable whether a physician actually authorized the services. Further, we found
that home health and HCBS services are sometimes duplicative, and some types of
services appeared to be unnecessary. We found instances where both the home health
care provider and HCBS provider were billing for personal care services on the same
day for the same client.

The results of our review are similar to those identified in an April 2000 review
conducted on behalf of the Department of Health Care Policy and Financing by the
Colorado Foundation for Medical Care (CFMC). Intotal, CFMC found that 22 percent
of the total dollar value of HCBS claims sampled were billed inappropriately and were
likely recoverable. In addition, 37 percent of the total dollar value of home health
claims sampled were also found to be billed inappropriately. The total dollar amount
deemed potentially recoverable in CFMC’s sample was $23,000. Over a year ago
CFM C recommended that the Department of Health Care Policy and Financing conduct
several focus studies to further identify inappropriate billing practices. To date, the
Department of Health Care Policy and Financing has not followed up.

The Department of Health Care Policy and Financing does, however, recognize that
significant improvements are needed. Over the past two years, the Department has
worked with the Medical Services Board, Single Entry Point agencies, service
providers, and client advocacy groups to improve the rules governing home health
services. The new home health rules, slated for implementation in July, should create
astronger framework for controlling inappropriate paymentsfor home health services.

Eligibility Deter mination and M anagement of Care
During our review we performed record reviews at each of five SEPs across the State. We

sampled 138 client filesand reviewed them for compliance with case management timelines,
documentationstandards, and client functionality as compared with service authorization. We
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also reviewed 67 of these client files for service authorization practices. We identified the
following areas for improvement:

Alternativesto HomeHealth and HCBS programsshould bereviewed. Because
financial eligibility requirementsfor long-term care are lessrestrictive than for other
M edicaid State Plan benefits, individual swith expensive medical or prescription needs
who do not functionally needlong-term care are seeking eligibility for HCBS. During
our review we found 26 individuals approved for HCBS who did not appear to need
long-term care. We believe that thisis not a simple eligibility determination issue.
Thisisamajor policy issue that the Department of Health Care Policy and Financing
needs to consider as it makes program improvements. Legislation may berequiredin
this area.

Assessment and eligibility processes should be improved. Currently the client
assessment processisseparate from the eligibility determination process. The Single
Entry Point (SEP) agencies assess the client’s functionality. SEP staff meet with the
client inperson, intheclient’ shome, and verify all information. SEP staff forward the
assessment to the Colorado Foundation for Medical Care (CFMC) for determination
of eligibility. Inasample of 138 client records, we identified 14 clients who should
not have been approved for services. Thefive SEPswe visited identified an additional
12 clients not included in our sample who they believe should not have been approved
for services. In all 26 cases the clients were either highly functional or the client’s
physicianreferral specifically stated that the client did not need long-term care. During
Fiscal Year 2000 these clients received nearly $109,000 in HCBS services and an
additional $164,000 in other Medicaid benefits. It is clear from our review that the
current eligibility determination system needs to be improved, and in our report, we
provide suggestions for streamlining operations.

Summary of Agency Responses

The Departments of Health Care Policy and Financing, Public Health and Environment, and
Human Servicesgenerally agree with therecommendationsin thisreport. Thefull text of each
response is located in the report body. A summary of our recommendations and the
Departments’ responses can be found in the Recommendation L ocator.



RECOMMENDATION LOCATOR

Rec. Pag Recommendation Agency Agency | mplementation
No. e Summary Addressed  Response Date
No.
1 29 Strengthen enforcement of Home Health and HCBS standards. Department of Agree 8/1/01
This should include evaluating enforcement alternativessuchas  Health Care Palicy
sanctions and licensure. and Financing
Hedlth Facilities Agree 12/31/01
Division
2 32 Improve the Home Health and HCBS survey process by: Health Facilities
Division
a  Requiring supervisors to review survey documents in
entirety on a random basis to ensure completeness, a Agree a. Implemented
adequacy, and appropriateness of the procedures
performed.

b. Ensuringthat evaluationsincludeperformancemeasures
that address the completeness, appropriateness, and b. Agree b. Implemented
adequacy of surveys completed.

c. Improving record-keeping to ensure that all necessary
documentation supporting survey procedures and c. Agree c. 12/31/01
conclusions is maintained.
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Rec. Pag Recommendation Agency Agency | mplementation
No. e Summary Addressed  Response Date
No.
3 35 Ensure that providers are surveyed timely and efficiently by: Health Facilities
Division
a.  Adding a four- to six-month cycle to the survey
scheduling and tracking database for home health a. Agree a 12/31/01
providers with more severe deficiencies.
b. Requiring surveyorsto document reasonsfor assigning
survey cycles. b. Agree b. Implemented
c. Performing regular reviews of assigned cycles for
appropriateness. c. Agree ¢. Implemented
d. Resurveying new HCBS providers after the providers
admit clientsto ensure that all standards are met. d. Agree d. 10/31/01
4 36 Implement a risk-based survey cycle for HCBS personal Department of Agree 7/102
care/homemaker and adult day care providers. This should  Health Care Policy
include requiring the Health Facilities Division to perform a desk and Financing
review of policies and procedures and staff qualification
documentation in years that the provider does not undergo afull
survey.
5 3 Ensure that adequate documentati on i smaintained when changes Health Facilities Agree 12/31/01

are madeto providers' deficiency lists.

Division
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Rec. Pag Recommendation Agency Agency | mplementation
No. e Summary Addressed  Response Date
No.
6 39 Work with the federal Health Care Financing Administration to Health Facilities Agree 10/31/01
clarify whether scope and severity coding isappropriatefor home Division
health deficiencies.
7 41 Consider legislation requiring background checks on all Department of Agree 11/1/01
employees that come into contact with vulnerable persons. Health Care Policy
and Financing
8 45 Develop standardized policies to ensure that all complaints Department of Agree 11101

againsthomehealthand HCBSprovidersregarding quality of care
issues are forwarded to the Heath Facilities Division.
Specifically, the policy should:

a. Deail how to refer a complaint to the Health Facilities
Division.

b. Specify the time frame for referring complaints to the
Health Facilities Division (i.e., within 48 hours).

c. Requireinvolved agenciesto maintain acomprehensive
log of all complaintsreceived.

Health Care Policy
and Financing
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Rec. Pag Recommendation Agency Agency | mplementation
No. e Summary Addressed  Response Date
No.
9 48 Ensure that complaints are completed and released to the public Health Facilities Agree 10/31/01
in atimely manner by: Division
a. Directly routingtheHomeHealth Complaint Hotlinecalls
to the trained complaint intake staff.
b. Developing policies that define complaint priority
options (next survey and other action) and define
complaint date definitions (assigned date, investigation
begin date, investigation end date, report completion
date, and released-to-public date).
c. Developingpoaliciesthat specify theallowedtimeframes
to complete acomplaint investigation, write acomplaint
investigation report, and release thereport to the public.
10 50 Ensure that policies and practices for home health and HCBS Health Facilities Agree 10/31/01
complaint initiation and notification are in compliance with Division
contract provisions.
11 60 Work with the General Assembly to develop more appropriate Department of Agree 10/1/01

service limits for HCBS and home health services.

Health Care Policy
and Financing
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Rec. Pag Recommendation Agency Agency | mplementation
No. e Summary Addressed  Response Date
No.
12 60 Establish procedures for monitoring the overall costs of skilled Department of Agree 10/1/01
and unskilled care for individuals in the community. Health Care Policy
and Financing
13 64 M onitor theimplementation of thehomehealth rules. Specifically, Department of Agree Ongoing
the Department should eval uatetheeffectivenessof thenewrules  Health Care Policy
in preventing inappropriate authorization and payments for and Financing
Sservices.
14 67 Improve claim reviews. Department of Agree 711502
Health Care Policy
and Financing
15 72 Ensure that all needed system edits arein place and functioning Department of Agree 8/1/01
asintended. Health Care Policy
and Financing
16 74 Considertransmitting Prior Authori zationRequestsel ectronically. Department of Partially Agree Ongoing
Health Care Policy
and Financing
17 76 Evaluate the costs and benefits of moving the HCBS and Home Department of Agree 1102

Health programs toward a managed care approach of service
provision and payment.

Health Care Policy
and Financing
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Rec. Pag Recommendation Agency Agency | mplementation
No. e Summary Addressed  Response Date
No.
18 &4 Work to more clearly identify the populations of individual sthat Department of Agree 7/1/03
areto be served in the State' sHCBS programs. Health Care Policy
and Financing
19 86 Evaluate the costs and benefits of combining the assessment and Department of Agree 3/1/02
eligibility determination processes. Health Care Policy
and Financing
20 83 Pilot different payment arrangementsfor servicesrelated to client Department of Agree 7/1/02
assessment and ongoing case management. Health Care Policy
and Financing
21 91 Provide training to case managers and Single Entry Point agency Department of Agree Fal 2001
staff on appropriate service authorization methodol ogies. Health Care Policy
and Financing
22 92 Develop a mechanism for the Single Entry Point agencies to Department of Agree 11/1/01
access claimsinformation. Health Care Policy
and Financing
23 A Ensure appropriate management of client care. Department of Agree 2/1/02

Health Care Policy
and Financing
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Rec. Pag Recommendation Agency Agency | mplementation
No. e Summary Addressed  Response Date
No.
24 93 Identify the most cost-effective methods for having financial Department of Agree Ongoing
compliance reviews completed more frequently. Human Services
25 99 Establish penalties for failure of Single Entry Point agencies to Department of Agree Fiscal Year 2002-2003
revert funds in accordance with Department policy. Health Care Policy
and Financing
26 101 Improve oversight of the Single Entry Point agencies. Review Departments of Agree 7/1/01
case manager service authorization practices and utilization  Health Care Policy
methods. and Financing and
Human Services
27 104 Ensure compliance with provisions in contracts with delegated Department of Agree Immediately
agencies. Health Care Policy
and Financing
28 106 Improve coordination of communication among all agencies Departments of Agree 9101

involved in the HCBS and Home Health programs.

Health Care Policy
and Financing, and
Human Services,
and the Health
Facilities Division

-13-
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Overview of Home Health and
HCBS Programs

| ntr oduction

The Colorado Medicaid program, administered by the Department of Hedth
Cae Policy and Financing, is the State's largest publicly funded public hedth
care program. During Fiscd Year 2000 the Department of Hedth Care Policy
and Financing served more than 270,000 low-income recipients at a cost of over
$1.7 hillion, exclusve of adminidrative costs and Medicad funds expended to
support the State's Indigent Care program. Medicaid services are funded by
50.1 percent federal funds and 49.9 percent State genera funds. Some of the
largest Medicad expenditures in the State are for long-term care services for
individuals requiring care in nurang facilities ~As an dterndive to nursng
facility care, Medicad-digible individuas who meet the functiond assessment
for needing nursing facility level of care can choose to recelve supportive
sarvices in their home or an dterndive living environment outsde of a nursng
fadlity. These supportive services are provided to individuas through the Home
and Community Based Services (HCBS) and the Home Hedlth programs.

The State currently operates severd HCBS programs, including programs for the
Eldely, Blind, and Disabled (EBD); Individuds with Brain Injuries; Persons
Living with AIDS; Persons with Developmentd Disdbilities; and Persons with
Menta Illness. The largest of these programs is the HCBS-EBD (or HCBS for
the Elderly, Blind, and Disabled) program. Our evauation of HCBS programs
focuses on the EBD program.

Expenditures for the HCBSEBD and Home Hedth programs have been
increasing rapidly over the past severd years as demondrated in the tables
below:
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HCBS-EBD (Unskilled Care) Expendituresand Enrollment
Fiscal Years 1995 to 2001

% %
Change Change
FY FY 2001 FY 95t0 FY 99to
1995 FY 2000 | (Projected)* FY 2001 FY 2001

Expenditures

$ 184 |$ 269 |$ 3B3|$ 460 |$ 580 |$ 642 $ 731 297.3% 13.9%

4913 6,397 8,528 10,018 11,481 12,776 14,514 195.4% 13.6%

$3,745 $4,205 $4,139 $4,592 $5,052 $5,025 $5,037 34.5% 0.2%

Source: Information provided by the Department of Health Care Policy and Financing’s Budget Office.
1 Fiscal 2001 expenditures projected by Department of Health Care Policy and Financing staff.

HomeHealth (Skilled Car€) Expendituresand Enrollment
All Acuteand Long-Term Home Health
Fiscal Years 1996 to 2001

% %
Change Change

FY 2001 FY 95to FY 99to
(Projected)? FY 2001 FY 2001

Expenditures

(inmillions) $20.3 $26.7 $375 $4838 $711

5425 5,518 5921 6,826 6,652 6,736

$3,742 $4,839 $6,333 $7,149 $3,483 $10,057

$10,555 182.1%

Source: Information provided by the Department of Health Care Policy and Financing’s Budget Office.
1 Fiscal 2001 expenditures projected by Department of Health Care Policy and Financing staff.

As shown in the above table, expenditures for unskilled care for the dderly,
blind, and disabled have increased by 297 percent over the last seven years and

by about 14 percent in the lagt year. Additiondly, home hedth expenditures
(skilled care) have increased by about 250 percent over the last seven years and

by about 6 percent in the last year. In both the HCBS and Home Hedth
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programs, service providers are paid on a feefor-service bass, the service
provider bills the State for each service provided.

HCBS-EBD Program

HCBS programs are optiona long-term care programs that provide unskilled
care to Medicad recipients, thus enabling them to remain in their homes and
communities and avoid placement in a nurang facility. During Fiscd Year 2000
the HCBSEBD progran served about 13,000 individuas. To be €igible to
recave services under the HCBS-EBD program, a person must (1) be at least
18 years of age and have a functional impairment, (2) require the level of care
provided by a nursing facility, and (3) generdly earn less than $1,590 per month
and have total resources of less than $2,000.

There are eight categories of service offered to HCBS-EBD participants who
may receive a combination of servicesincluding:

« Adult Day Care » Alternative Care Services
e Personal Care « HomeModification

o Homemaker * Respite Care

o Nonmedica Trangportation »  Electronic Monitoring

The following chart demonstrates the amount paid, by service type, for HCBS
EBD sarvicesin Fiscd Year 2000.
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HCBS-EBD by Service Type
Flscal Year 2DGE (In MEllons)

<RI

47

E personal Care/Homenaaker =3 Atemaxive Care Faslky
[] At Day cam B other

Sour ce: OSA analysis of Fiscal Year 2000 HCBS claims data paid through
November.

The federd Hedth Care Financing Adminigtration (HCFA) requires that HCBS
prograns be budget neutral or cot no more to serve individuds in the
community than it would to serve them if they were cared for in a nursing
fadlity. In addition, HCBS program rules require that the Department of Hedth
Care Policy and Financing ensure that the community-based services provided
to each qudified participant are less than or equa to the cost of nursing fecility
care.

Accessto HCBS-EBD Services

HCBS is an optiond Medicaid long-term care program. As a result, the
Department of Hedth Care Policy and Financing can choose to limit program
savices, number of people sarved, or payment for servicess  Medicad
recipients access HCBS-EBD services through the State€'s Single Entry Point
(SEP) sysem.  Colorado currently has 25 SEP agencies serving Medicad
recipients resding within 25 diginct caichment areas. In some cases a
cachment area includes a sngle county and in other ingtances it includes
multiple counties. Also, SEP agencies may be county departments of socid
services, county departments of hedth, or private agencies. The Department of
Hedlth Care Policy and Financing contracts with the SEP agencies to provide
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assessment, service planning, and case management sarvices for dl Medicad
recipients seeking HCBS-EBD services.

Home Health Program

The Home Hedth program is a mandatory Medicad program providing skilled
services to Medicad recipients in ther homes or dternaive community
sttings. Medicad home hedth services are available to dl acute and long-term
care recipients who need them, including those who aso recelve unskilled
HCBS-EBD sarvices. There are sx home hedth service categories, as follows:

o  Skilled Nursng « Physcd Thergpy
« HomeHedth Aide e Speech/Language
e Occupationa Therapy Peathology

Home Health by Service Type
Fiscal Yaar 2000 (in Millions)

$302

$11.8

[ Homs Health Aida 7] skilledNursing
I rrvateDuyNursing [ | Therapies

Source: OSA analysis of Fiscal Year 2000 home health claims data paid
through November.

« Private Duty Nursing

The following chat demondrates the amount paid, by service type, for home
hedlth servicesin Fiscal Year 2000.
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Silled services provided through the Home Hedth program are generdly more
expensve than the unskilled services provided through the HCBS program. For
example, an HCBS-EBD participant could receive persona care services such
as bathing, med preparation and feeding, housskeeping, and assstance with daily
living activities through ether the HCBSEBD or Home Hedth programs.
Under HCBS these services would be persond care services with a cost of
approximately $11 for a one-hour vist. Under the Home Hedth program these
services are home hedth aide services with a cost of gpproximately $30 for a
one-hour vigt. For a home hedth aide to be allowed to provide persona care
sarvices, there must aso be at least one skilled medica task provided during the
vigit, such as drawing blood.

Accessto Home Health Services

Home Hedth (skilled care) is a mandatory Medicad State Plan benefit. As a
mandatory program, the State must provide al medicaly necessary home hedth
savices to ay Medicad-digible individua needing the servicee Home hedth
savices ae ordered by the recipient's physician.  Generdly, the home hedth
provider prepares the plan of care and the recipient’'s physician approves the
plan. Home hedlth agencies must prepare a new care plan and receive physician
approva for the new plan every two months. Currently home hedth prior
authorization is not coordinated through the SEPs. However, the Department
of Hedth Care Policy and Financing and the Medicd Services Board recently
passed, and plan on implementing July 1, 2001, some new home hedth rules that
will require al home hedth services to HCBSEBD participants to be prior
authorized via the SEPs.

The Department of Health Care Policy and
Financing's Role

The Depatment of Hedth Cae Policy and Financing is responsible for
overseaing and administering al Medicad programs in Colorado. This
respongbility includes ensuring that program dollars are spent efficiently and
within Medicaid rules, disburang Medicad payments, and ensuring that quality
sarvices are provided. For the HCBS-EBD and Home Hedth programs, severa
of the Depatment of Hedth Care Policy and Financing's duties have been
delegated to other agencies via interagency agreements and contracts, including:
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* Overdght of the service providers. Deegaed to the Depatment of
Public Hedlth and Environment.

* Oversight and monitoring of the SEPs. Delegated to the Department of
Human Services.

* Disbursement of Medicaid payments. Deegated to the Stat€'s Fiscal
Agent, Consultec.

The Depatment of Hedth Care Policy and Financing retains responsbility for
providing financid oversght of payments to HCBS and home hedth providers.
The Program Integrity Unit (a unit within the Department of Hedth Care Policy
and Financing's Quality Assurance section) is dedicated to reviewing Medicaid
dams and identifying instances of fraud or abuse and recovering funds in those
ingances. Currently the Program Integrity Unit employs 5 FTE. One of these
FTE is dedicated to reviewing home hedth and HCBS clams. The Department
of Hedth Care Policy and Financing is dso responshble for the federd financia
reporting to HCFA for these programs.

The Department of Public Health and
Environment’s Role

The federd government requires dl dates to evduate the quaity of hedth care
sarvices provided to its citizens.  This requirement includes skilled services
provided to dlients in ther home or communities through the Home Hedth
program.  Although this respongbility lies with the Department of Hedth Care
Policy and Financing, the Depatment has delegated the responsbility for
evduating the quality of hedth care services to the Depatment of Public Hedth
and Environment (CDPHE) and, specificaly, the Hedth Facilities Divison (the
Divison). The Divison is currently respongble for making recommendations
to the Depatment of Hedth Care Policy and Financing regarding the
cetification of home hedth providers and HCBS providers that provide persona
care, relative personal care, homemaker, adult day care, dternaive care
fadilities, and respite care (provided by dternative care facilities and nursing
homes). Other HCBS service providers that provide eectronic monitoring,
nonmedicad trangportation, and home modification ae certified through the
State's Fiscd Agent, Consultec. The Divison's misson daement is to
edablish and enforce dandards for the operaion of hedth care facilities
through educeation, inspection, investigation, and enforcement; and to ensure that
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the public receives care from providers that promotes their hedth and enhances
the qudity of ther lives ther dignity, and ther autonomy. The Divison
oversees home hedth and HCBS providers through the functions described

below:

Certification Surveys. The federd Hedth Care Financing Administration
(HCFA) requires the Health Facilities Division to make
recommendations regarding cetification of the 131 home health
providers in Colorado that participate in federd Medicare or Medicaid
programs.  Although this requirement does not agpply to the HCBS
program (because skilled care is not provided), the Department of Hedth
Care Policy and Financing has chosen to extend this overdght and
catification to the 440 HCBSEBD providers that participate in
Medicaid. The Divison determines whether to recommend certification
through unannounced inspections, known as surveys. For home hedth
providers, surveys must be conducted according to federa standards on
a schedule of every 12 to 36 months, depending on the prior
peformance of the facility, the number of complaints, etc. For the
HCBS program, the Department has chosen to have surveys conducted
every 9 to 15 months. Problems identified during home hedth and
HCBS aurveys result in deficencies. Home hedth deficiencies are
reported to and tracked by the federa government.

Complaint Investigation.  The Divison provides ongoing monitoring
through complaint investigation. A complaint can be aleged by anyone
and, once dasdfied as to severity, will result in an invedigétion.
Depending on the severity of the complaint, the Divison's policy is to
begin the investigation of the complaint within ether 2, 10, or 60 days
from the time the Divison received the complant. If a complaint is
ubgtantiated, a deficiency may resuilt.

The Dividon currently has about 7 FTE (1.5 of which is vacant) that conduct
Medicare/Medicaid certification activiies and complaint investigations for dl
catified home hedth and HCBS providers in Colorado. The Divison estimates
that during Fiscal Year 2000 it spent about $600,000 for al functions related
to the HCBS and Home Hedth programs.
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The Department of Human Services Role

The Depatment of Human Services (DHS), through interagency agreement with
the Depatment of Hedth Cae Policy and Fnancing, is responsble for
providing support to and monitoring the SEP agencies, including conducting on-
dgte vidts a aout hdf of the SEP agencies each year. On-dte vidts are
comprised of client casdfile reviews, review of subcontractor agreements,
agency training plans, daffing levels, administrative and record-keeping
practices, and customer satisfaction.  DHS is aso responsible for conducting
desk reviews of the SEPS annud financid audits and peforming Financid
Compliance Reviews of the SEPs in which they review SEP expenditures for
appropriateness and recover funds as necessasy. DHS is respongble for
reporting any problems found during any of its reviews to the Department of
Hedth Care Policy and Financing.

Audit Scope

This report includes our review of the HCBS-EBD and Home Hedth programs,
induding the fallowing:

* Ovesght of home care providers—including review of the certification
process for HCBS (specificadly persond care, relaive persona care,
homemaker, and adult day care providers) and home hedth service
providers. (Chapter 1)

e Complant invesigation—including complant invedigation and referd.
(Chapter 2)

» Contralling costs—including cost contanment measures, review of the
new home hedth rules, and payment and billing controls. (Chapter 3)

* Highility determination and management of care—including overdl
gructure of community long-term care, e€ligibility determination
processes, rembursement methodology for the SEPs, coordination of
home health and HCBS services, and case manager duties. (Chapter 4)

e Adminidraive oversght—including oversght of the SEPs contract
monitoring, and communication between the depatments involved in
overseeing program services. (Chapter 5)
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Oversight of Home Care Providers
Chapter 1

| ntroduction

Clientele served by the HCBS and Home Health programs are typicaly elderly, disabled,
frail, or in need of nursing facility placement and, therefore, are consdered a vulnerable
population. Services provided by the Home Health and HCBS programs are provided to
dientsin their homes and communities, and thus, provider Saff often have unsupervised
contact with vulnerable persons. The Home Health program offers skilled care, such as
insertion of catheters and collection of blood samples, to clients. In contrast, HCBS
programs provide unskilled care, such as housekeeping and meal preparation, to clients.

The Hedth Fadilities Divison (the Division) within the Department of Public Hedth and
Environment monitors the quality of care provided by Home Hedlth (skilled) and Home
and Community Based Services (HCBS unskilled) providers by performing unannounced
ingpections, or surveys, to ensure providers: compliance with participation requirements.
The federal Hedlth Care Financing Adminigtration (HCFA) has established qudity of care
and adminidrative standards that home hedlth (skilled) providers must meet in order to
become “ certified” to receive Medicaid or M edicare reimbursement for services provided.
According to federa rules, home health providers are required to be surveyed every 12
to 36 months based ontheir performance (e.g., number of complaints received, results of
the prior survey, changes in management).

The Department of Hedth Care Policy and Financing (the Department) established
standards that HCBS (unskilled) providers must meet in order to become “ certified” to
participate in these programs. The Department requires that the Divison survey these
providers every 9 to 15 monthsin order to ensure that standards are met.

Providers (both HCBS and Home Health) who do not comply with established standards
are cited with deficiencies. There are 131 certified home hedlth providers and a total of
440 HCBS sarvice providers certified by the Divison, including 126 persond
carelhomemaker providers, 42 HCBS adult day care providers, and 272 HCBS
dternative care facility providers.
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Wereviewed the Divison’ soversight of quadity of care provided by home hedlth, persond
care/lhomemaker, and adult day care providers. We did not review the Divison's
certification activities as they relate to certifying aternative care facility providers. We
noted issues with oversght for both the Home Hedth and HCBS programs and, as a
result, have concerns about whether certified providers are meeting standards and the
impact of this on the qudity of care being provided to program participants.

Strengthen Enforcement of Home Health
and HCBS Standards

Although the Hedlth Facilities Division monitors home hedlth providersto ensurethat they
mest Medicaid requirements, neither federal nor state regulations have established
sanctions or other penalties that can be imposed againgt providers for inappropriate or
dangerous practices. As a result, providers with repeated instances of noncompliance
continue to serve clients.

We reviewed survey and complaint investigation histories for five home hedth providers
that, according to the Divison, have been the most noncompliant. The following is a
summary of what we found:

» Serious deficiencies placed clients in immediate jeopardy. One provider
was cited a deficiency for faling to implement a monitoring system for
anticoagulation drug thergpies for five dients. Another provider was cited with a
deficiency for not obtaining written authorization from the physiciansfor six dlients
to change their medications. These Stuations placed the cdlients in immediate

jeopardy.

* Providers had patternsof deficient practices. Thefive providers had at least
two deficienciesand in some cases up to 12 deficiencies cited in up to four of their
most recent surveys. Asapoint of reference, 78 (60 percent) of the State's
current certified home hedlth providers have had zero to one deficiency cited, in
total, for up to three of their most recent surveys. The providersin this example
had multiple deficiencies in their most recent surveys indicating repeated patterns
of noncompliance that are of grest concern. In addition, one provider had 26
deficienciesin its most recent survey and failed to correct haf of them by thetime
the Divison revigted three months later.

* Multiplecomplaintswer efiled against theseproviders. Thesefive providers
received atota of 27 complaints over the period from 1998 to 2000. For three
of these providers the mgority of the complaints filed againgt them were filed
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during afive- to eight-month period. In one case, five complaints filed againgt a
sngle provider addressed 16 different dlegations.

We compared deficienciescited during surveyswith regiona datafor home hedth surveys
(statesin theregion include Colorado, Montana, North Dakota, South Dakota, Utah, and
Wyoming). We found that, for the past three cdendar years, Colorado was smilar to
other states regionaly in the average number of deficiencies cited per survey. However,
an average of 66 percent of home hedth surveys conducted in Colorado over the past
three years did not contain any cited deficiencies. This indicates that there is a
concentrationof deficienciesamong afew providers. Thisfurther indicatesthat the current
enforcement remedies do not ensure that deficiencies are corrected.

If the types of problemswe noted with the above-mentioned five providerswere found in
a nurang facility, the facility could face sanctions. However, currently the only forma
enforcement actions available to the Divison and the Department of Health Care Policy
and Financing to work with noncompliant providersinclude:

Decertification by HCFA. The Divison can make recommendationsto HCFA that
aprovider be decertified, or in other wordsterminated, which meansthat the provider
can no longer receive Medicaid or Medicare rembursement for services provided.

Termination by the State. State Medicaid home hedlthrulesalow the Department
of Health Care Policy and Financing to deny or terminate aprovider from participation
in Colorado Medicaid, independently from Medicare, for quality of care related
reasons. The rules state that, among other reasons, a provider may be denied or
terminated in certain ingtances involving more severe deficiencies or for repeated
deficiencies.

Currently neither the Division nor the Department of Health Care Policy and Financing is
fully utilizing the enforcement actions available to them. We found that therewere at least
five providers, one of which was discussed above, who met the State's criteria for
termingting their Medicaid agreements. However, the Divison did not formaly
recommend termination to the Department of Health Care Policy and Financing, and none
were terminated. Rather than formaly reporting concerns, Hedlth Fadilities Divison Saff
stated that they have communicated quality of care concerns to both HCFA and the
Depatment of Hedth Care Policy and Financing informdly through phone cdls and
eectronic mail.

We aso found that the federd government rarely takes action to decertify providers. We
found that in the past 15 years only six Colorado providers have been decertified by
HCFA, and none of the decertifications were for quality of careissues. These providers
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were decertified either because of fraudulent billing practices or because the provider
ceased operations and did not notify federal or state agencies. Research indicates that,
between 1994 and 1996, HCFA terminated only 0.1 to 0.3 percent of the home hedth
providersnationwide. Therefore, even providerswith seriousor multipledeficiencieswere
alowed by HCFA to serve clients.

One of the problemsthe Department of Hedlth Care Policy and Financing and the Division
haveisthat current enforcement options offer only an “al or nothing” approach—either
terminate the provider from the program or continue to alow the provider to operate.
Intermediate sanctions are not currently available. Sanctions could include monetary
pendties, denia of payment for new Medicaid admissions, or state monitoring. Such
sanctions are common in other regulatory environments such as nuraing homes.

Federal regulations dlow, and the State utilizes, sanctions as an enforcement remedy
againg nursing homes for deficient practices. Department of Health Care Policy and
Fnancing and Hedlth Facilities Divison gaff do not believethat sanctioning isan option for
HCBS and Home Hedlth because current statutes do not specifically identify sanctioning
as an enforcement tool. However, current statutes do not preclude the Department of
Hedlth Care Policy and Financing or the Divison from assessng sanctions. Further, the
Department of Hedth Care Policy and Financing has rule-making authority for these
programs. Therefore, it appears sanctions could be established by giving the Department
of Hedth Care Policy and Financing statutory authority to creste rules implementing
sanctions or by establishing sanctionsin statute. The Department of Hedlth Care Policy and
Fnancing and the Hedlth Facilities Divison believe that statutory change will put them in
a better position to implement sanctions against noncompliant providers.

Beyond sanctions, the Department of Hedth Care Policy and Financing and the Divison
may want to evaluate the entire regulatory framework. Home and Community Based
Servicesand HomeHedth have grown from smal programsinto sgnificant industries. The
regulatory framework has not kept pace. Research indicates that Colorado is 1 of only
10 dates, nationdly, that do not license their home hedlth providers. Licensure would
alow the Department of Health Care Policy and Financing and the Divison to adopt a
range of enforcement optionsfrom penatiesto sugpension or revocation of thelicense. In
addition, licensure of home hedth providers would enable the Divison to monitor al
providersstatewide. Currently only home health providersthat are Medicare-certified are
monitored by the Division; therefore, providers that do not accept Medicare or Medicaid
patients are not monitored.

Although legidation was drafted in 1992 that would require licenang of home hedlth
providers, thislegidation did not pass. Reportedly, the legidation did not passdueto the
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definition of home hedlth providers being too broad and the proposed license fees being
too high. In 1992 the proposed fee was $250.

The Department of Hedlth Care Policy and Financing and the Hedlth Facilities Division
have a responghbility for ensuring that providers meet standards so that qudity care is
provided to Medicad recipients. As such, they must ensure that sufficient enforcement
policies and procedures are in place to remedy deficient practices and ensure continued
compliance with established standards.

Recommendation No. 1:

The Department of Hedth Care Policy and Financing and the Hedlth Facilities Divison
should strengthen enforcement of home hedth and HCBS standards. This should include
evauating enforcement aternatives such as sanctions and licensure.

Department of Health Care Policy and Financing
Response:

Agree. The Department agrees to strengthen its enforcement of homehedthand
HCBS standards. By August 1, 2001, the Department will evauate its current
enforcement dternatives and determine whether additional dterndives are
necessary. Should additiond dternatives be necessary, the Department will
amend its rules or request statutory changes.

Health Facilities Division Response:

Agree. The Hedth Fadilities Divison will work with the Department of Hedth
Care Policy and Financing to determine which enforcement options would be
effective and cost-beneficia to implement. Depending on our joint conclusions,
statutory or regulatory changes and additiona resources may be necessary. It
should be noted that current standards and enforcement for Home Hedlth are
dictated by the federd Hedth Care Financing Adminisration (HCFA), and
therefore, we may aso need HCFA input and approva in order to strengthen
enforcement in this area. We anticipate a decison with regard to which
enforcement options to pursue will be made no later than December 31, 2001.




30 Home and Community Based Services and Home Health Services Performance Audit - June 2001

Survey Process Needsto Be Il mproved

Aspart of our audit, wereviewed asample of 30 Hedth FacilitiesDivison surveys (on-Ste
ingpections) of home health providers conducted during Fisca Y ears 1999 through 2001.
We dsoreviewed asampleof 23 HCBS surveys conducted during Fiscal Y ears 2000 and
2001. Weidentified the following problems:

Surveyorsfailed to consistently and adequately cite deficiencies. During
our review we noted that surveyors inconsstently cited a deficiency related to
inadequate supervison of home hedth aidesfor eight providers. Inthreereviews
the deficient practice was noted as occurring in 33 to 83 percent of the sample,
and deficiencies were cited at the least severe deficiency level. However, the
same deficiency was cited in five other reviews (for a Smilar percentage of the
survey sample), and surveyors cited more severe deficiencies. Weaso found that
infour of our HCBS sample items, surveyors marked items“not met” but did not
cite a deficiency. In these four cases sample documentation indicated deficient
practicesfor between 18 and 80 percent of the recordsreviewed, yet deficiencies
werenot cited. Accordingto Divison surveyors, providersmay offer explanations
or additiond documentation, indicating substantia compliance with standards.
However, we did not find evidence of this during our review. Deficiency citing is
key to ensuring providers correct qudity of careissues, therefore, it iscritica that
surveyors identify potentia deficiencies and cite them gppropriately.

Surveyors failed to adequately document inspection results. During our
review of survey documentation we found that required documents were
frequently missing or incomplete. For example, we found that the Divison could
not locate severa important survey documentsand surveyorsdid not completeal
required documentation, including forms that assst surveyors in determining the
appropriateness of the provider's care and services, records supporting that
surveyors conducted review of personnel and client records, and the plan of
correction and forms used to indicate whether plans of correction are adequate.
Without adequate documentation the risk is increased that deficient practicesare
not identified.

Due to the problems we noted with surveyors reviews of home hedth providers
personnel records, we performed our own review of personne recordsto ensure
that staff have gppropriate licensure or certification. In our review of Sx
providers personnel records we found two expired physicd thergpidts' licenses
and one expired speech therapist certification. In addition, one provider was
unable to produce personnel records for alicensed practical nurse or for any of
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the provider’ stherapists. Although we were able to verify current licensure and
certification through other means, Medicare standards require that personnel
records include current documentation of licensure and certifications.

* Surveyorsfailed to sdlect adequate sample sizes. For nineof our home hedlth and
four of our HCBS samples surveyors failed to sdect the federdly and Divison-
required number of clients to include for record reviews, home vists, and
interviews. For these surveys surveyors sdected up to four items fewer than the
policies required. Without adequate sample sizes, the risk is increased that
surveyors will not identify aquality of careissue.

We compared the average number of hours spent on surveysin Colorado and the number
of surveys conducted without deficiencies cited with regiona datafor homehealth surveys.
(Because HCBS surveys are not currently a federa requirement, statistics on HCBS
surveys are not available) Wefound that Colorado surveyors spend about afourth less
time, on average, on surveysthan other statesregiondly. Additiondly, over the past three
years, an average of 66 percent of home hedth surveys conducted in Colorado did not
contain any cited deficiencies. This exceeds the average of other Sates regiondly by 20
percent. Whenthisinformation isviewed aongwith the dataaready presented, questions
are raised about the effectiveness of Colorado’s survey processin identifying providers

noncompliance with standards. Therefore, this also raises concerns about the qudity of
care offered by home hedlth providers. Additionaly, the types of problems found with
HCBS surveysindicate that the HCBS review process also needs improvement.

| ncreased Supervision and |mproved Evaluations Are
Needed

The survey processisthe Divison'smain method for identifying quality of careissueswith
home hedth and HCBS providers. Therefore, it is essentia that surveyors follow
procedures completely and maintain adequate documentation to support conclusonsand
ensure that deficient practices are identified and corrected. The Divison can improve its
survey process as explained below.

I ncreased supervision. Although program management performs a quality assurance
review of deficiency lists prepared by surveyors, this does not include a review of
supporting documentation to ensurethat appropriate checklistsand other typesof required
paperwork were completed, or that adequate sample sizeswereused. Performing amore
thorough review of survey materials would help reduce the occurrence of the problems
noted earlier.
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Revised performance evaluations. TheDivisonusesagenerd performanceevauation
process for its surveyors. We recommend reevauating this process and establishing
specific performance measures regarding completeness, adequacy, and appropriateness
of survey procedures performed. Adding these types of factors to evaluations may
encourage surveyors to improve the quaity of their work.

Recommendation No. 2:

The Hedth Fadilities Divison should improve the home health and HCBS survey process
by:

a.  Requiring supervisors to review survey documentsin entirety on a random basis
to ensure completeness, adequacy, and appropriateness of the procedures
performed.

b. Ensuringthat surveyor performanceeva uationsinclude performancemessuresthat
address the compl eteness, appropriateness, and adequacy of surveys completed.

c. Improving record-keeping to ensure that al necessary documentation supporting
survey procedures and conclusions is maintained.

Health Facilities Division Response:

Agree. The Hedth Facilities Divison will make improvementsto the home hedth
and HCBS survey process as follows:

a. The supervisor's performance plan for Fisca Year 2001-2002 includes
performance measures regarding supervison of home hedth and HCBS
surveyors while they are in the fidld conducting the surveys and review of
completed survey packets.

b. The surveyors performance plans for Fiscal Year 2001-2002 include
performance measures regarding the completeness, appropriateness, and
adequacy of the surveysthey complete.

c. TheDivision hastaken amulti-pronged approach to implementing this part of
the recommendation. (1) Earlier thisyear, the Hedlth Facilities Division sought
and received gpprova to hire a full-time records manager, and is in the
process of hiring an individud for this pogtion. Once hired, this person will
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implement policies and procedures for collecting and maintaining
documentation related to the survey process. We anticipate this to be
complete by December 31, 2001. (2) Asan interim measure, the Division is
currently using temporary staff to review completenessof survey packetsprior
to their filing. (3) The Divison has revised some of the forms used to collect
the survey datato ensureit is clear to surveyors and reviewers which datais
mandatory and which is optiond.

| mprove Risk-Based Scheduling of Surveys

Home hedlth and HCBS survey scheduling requirements are shown in the following table.

Survey Scheduling Requirements

Home Health (Skilled)

HCBS (Unskilled)

Survey Frequency 12 to 36 months 9to 15 months
Federdly or State-

Required Federa and State State
Risk-Based Yes No
Required Follow-Up Yes, 4 to 6 months after No
Survey for Severe deficiency was corrected

Deficiencies

Source: OSA analysis of information provided by the Health Facilities Division.

During our audit we found that the Divison needs to improve its survey scheduling.

Specificdly, we found:

* Home health (skilled) providers were not consistently surveyed within
required timeframes. According to HCFA regulations, home hedth surveys
must be conducted on a risk-based schedule. However, we found that the
Divisonfalled to survey 26 of 127 (20 percent) home hedth providers within
federdly required time frames. Three of these providers had more severe
deficiencies that made them high-risk and, therefore, should have been reviewed
within Sx months of correcting their deficiencies. As of the end of our fieldwork,
surveys for these providers were approximately one to three monthslate. Hedlth
Fadilities Divison staff indicated that criteria for the four- to six-month survey
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requirement for providers with more severe deficiencies were not built into the
Divison'ssurvey cycle assgnment and tracking system, thus, the system does not
identify these providers.

We adso found that other home hedlth (skilled) providers were reviewed more
frequently than necessary. Although surveyors may usetheir judgment and assign
aprovider to amore frequent survey cycle, reasons for assgning specific cyces
are not documented, and regular review of the appropriateness of cyclesis not
performed. Health Facilities Divison staff indicated that there does not appear to
be any reason precluding these providersfrom being on alessfrequent cycle. This
is important because the Divison reports that it is understaffed; therefore,
resources could have been used more effectively toward surveying higher-risk
providers.

* Risk-based monitoring of HCBS providers is not conducted. Currently the
Department of Hedth Care Policy and Financing requires the Divison to survey
HCBS (unskilled) providers every 9 to 15 months. However, we found that
additiond efficiency could be achieved by conducting HCBS surveysusing arisk-
based approach. As indicated in the table, home hedth (skilled) providers are
surveyed on arisk-based cycle and both Home Hedth and HCBS programs have
asmilar risk to clients, snce services are provided in clients homes. Therefore,
it isnot effective or efficient to perform more frequent surveys of HCBS providers
thanhome hedlth providers. Inaddition, wefound that for the most recent surveys
of 167 HCBS providers 62 (37 percent) were not conducted within 15 months
of the previous survey. The Divison cannot meet the 9- to 15-month time frame
for surveying these providers. As part of a risk-based cycle, providers with
complaintsor past noncomplianceissues should be surveyed more frequently, and
the Divison should perform desk reviews of policies and procedures and Staff
licensure, certification, and training for providersin yearsthat an on-ste survey is
not conducted.

Timely Resurveying of New HCBS Providers s Necessary

During aroutine survey of HCBS providers, surveyorslook for adequacy of policiesand
procedures and review client and staff personnel records. However, in some cases new
HCBS providers do not have clients or g&ff at the time of the survey. In these Stuations
the surveyors recommend certification based on review of the providers policies and
procedures. Providersaretheningructed to contact the surveyor when they have staff and
clients, and then the surveyor will revigt the provider to review these records. Providers,
however, do not awayscal the surveyor oncethey have hired saff and are serving clients.
Therefore, afull survey of the provider may not be conducted until 15 months or more
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after theinitid certification. Thisis a concern because deficient practicesrelated to client
records and staff qudifications may not be detected and corrected timely.

Recommendation No. 3:

The Hedth Facilities Divison should ensure that providers are surveyed timely and
efficently by:

a. Adding afour- to sx-month cycleto the survey scheduling and tracking database
for home hedth providers with more savere deficiencies.

b. Requiring surveyors to document reasons for assigning survey cycles.
c. Peforming regular reviews of assgned cyclesfor appropriateness.

d. Resurveying new HCBS providers after the providers admit clientsto ensure that
al sandards are met.

Health Facilities Divison Response:

Agree. The Hedth Facilities Divison agrees with the recommendation and isin
the process of implementing it asfollows

a. Thetask of changing the survey scheduling systemto dlow four- to six-month
survey cycles for home health surveys has dready been assigned to the
Divison's information systems and support team. They currently anticipate
having such changes made no later than December 31, 2001.

b. TheDivison has devdoped and implemented anew form on which the

c. surveyor must explaintherationaebehind the particular survey cycle sdected.
The completion of this form and assignment of the provider to the gppropriate
survey cycle will be ensured through the supervisor’ sreview of survey packet
completion as discussed in our response to Recommendation 2.

d. The Divison is in the process of implementing a change in procedure for
aurveying new HCBS Personal Care/Homemaker providers. Prior to
admisson of clients, the surveyorswill perform an off-ste paper review of the
provider for the purpose of initid certification and will perform an on-ste
review of the provider once they have admitted clients. Due to having
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different program requirements, the HCBS Adult Day Careinitid certification
processwill continuetoincludean on-gtevist. A follow-up on-Stesurvey for
Adult Day Care providers will aso be conducted once the provider admits
clients. We anticipate the changes to be implemented no later than October
31, 2001.

Recommendation No. 4:

The Department of Hedlth Care Policy and Financing should implement a risk-based
survey cycle for HCBS persona carelhomemaker and adult day care providers. This
should include requiring the Health Facilities Division to perform adesk review of policies
and procedures and staff quadification documentation in years that the provider does not
undergo afull survey.

Department of Health Care Policy and Financing
Response:

Agree. The Department agrees that a risk-based survey cycle would be
appropriatefor HCBS Persona Care/lHomemaker and Adult Day Careproviders.
The Department will explore the potentid costs and benefits of a desk review in
non-survey years with the Hedlth Facilities Divison. Assuming no new financing
is necessary, the Department will implement a risk-based survey cycle by July 1,
2002.

Adequate Documentation Supporting
Deficiency Deletions s Not Maintained

Under the Divison's processes, deficiencies may be changed or deleted through aqudity
assurance or informa review. Quality assurancereviews of deficiency listsare performed
by program management to ensurethat sufficient evidence existsto support thedeficiencies
and that appropriate deficiencies were cited. Informa review is a process available to
providers if they dispute a deficiency citing. A committee reviews evidence about the
deficiency and makes a recommendation to Divison management regarding whether
enough evidence exids to support the deficiency or if the deficiency should be deleted.
Hed thFacilities Division management hasthefind approva before adeficiency isdd eted.
This processis federdly required for nursaing facilities but not for home hedth providers.
However, in an effort to standardize procedures, the Division makesthis processavailable
to dl providersthat it surveys.
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We found that adequate documentation was not maintained to support changes or
deetionsto deficiency ligts for two home hedth providers.

A federal survey formincluded four deficienciesthat werenot included on
the provider’s final deficiency list or reported to HCFA. Hedth Facilities
Divisongaff could not explain why these deficiencieswerenot included inthefina
provider survey records. As a result, the provider did not respond to the
deficiencies with a plan of correction. The deficiencies were for standards on
adminigrator functions, registered nurse supervison of services provided,
personnel contract dements, and licensed practical nurse services.

A deficiency, originally upheld by the Informal Review Committee, was
later deleted. The Hedth Facilities Divison provided us with documentation
indicating that the informd review committee origindly agreed with the deficiency
cited and that it should not be deleted. However, according to Hedlth Facilities
Divison staff, a second review was conducted by Divison management that
resulted in the deletion of the same deficiency. This deficiency wasfor astandard
related to the existence and appropriateness of personnel polices and current
licensure and qudifications of provider gaff. The Divisonwasunableto provide
us with documentation that described why management fdt the deficiency should
be deleted after the Informa Review Committee supported the deficiency.

Deficiency citing is essentid to correcting quality of care issues. Without adequate
documentationfor deleting deficiencies, therisk isincreased that ingppropriate changesare
made. Our concern with changesto deficiency listsis heightened due to aff turnover and
because Hedth Facilities Divison daff indicate that previous management would
sometimes delete deficiencies without recommendation from the informa review
committee. These practices could put the State at risk for being in violation of federa
requirements to report home hedth deficiencies properly. Therefore, the Division needs
to ensure that adequate documentation is maintained when any changesto deficiency ligs
are made.
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Recommendation No. 5:

The Hedlth Facilities Divison should ensure that adequate documentation is maintained
when changes are made to providers deficiency lists. This documentation should include
who is making the decison and the basis for making changes.

Health Facilities Divison Response:

Agree. The Hedth Facilities Divison is developing a policy for retention of
documentationrelated to changesin deficiency liststo ensure such documentation
is consgtently maintained. This policy should befindized no later than December
31, 2001.

Clarify Whether Scope and Severity
Coding Is Appropriate for Home Health
Deficiencies

Currently al deficiencies noted by home health surveyors are coded as to scope and
Sseverity. Scope and severity codes are assigned to deficiencies based on two factors: the
potentia for harm (ranging from potentia for minimal harm to actua or potentid for degth
or serious injury) and the prevaence of the deficiency (ranging from isolated to
widespread). For example, the*A” level scope and severity code meansthat the deficient
practice had potentid for minima harm and wasisolated in occurrence. In contrast, an“L”
level code means that the deficiency caused or had potentia to cause desath or serious
injury and waswidespread in occurrence. Thiscodingisfederally-requiredfor deficiencies
cited againg nursing facilities, and in order to sandardize policies and procedures, the
Divison implemented the use of scopeand severity coding for al providersthat it surveys.
However, federd home hedlth rules do not dictate the use of scope and severity, and on
the basis of discussons with HCFA gaff, this coding should not be used for home hedlth
deficiencies.

The Divison's use of scope and severity is a problem because providers with an “A”
scope and severity level deficiency are not required to respond to the deficiency with a
plan of correction and the deficiency is not reported to HCFA. We found that Divison
surveyors cited “A” level deficiencies 31 times in 131 providers most recent surveys.
These deficiencies rdated to inadequate supervision of aides, drug regimen review, and
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clinica record content. None of these deficient practices were addressed by a plan of
correction or reported to HCFA.

Recommendation No. 6:

The Hedth Facilities Division should work with the federa Hedth Care Financing
Adminigrationto clarify whether scope and severity coding isappropriate for home health
deficiencies.

Health Facilities Division Response:

Agree. Asthe auditors mention, HCFA does not require and does not appear to
agree with the use of scope and severity coding for home health deficiencies.
Therefore, beginning in May 2001, the Hedth Facilities Divison discontinued
reporting scope and severity related to home hedth deficiencies. This change
diminated the designation of an “A” leved deficiency, thus requiring home hedth
agenciesto providethe Divison with aplan of correction for al deficienciescited.
We will follow up with HCFA to ensure that this course of action will meet ther
needs no later than October 31, 2001.

Background Checks Should Be Conducted

Section27-1-110, C.R.S., commonly known asthe V ulnerable Persons Act, requiresthe
Department of Human Services to conduct background checks on al employees or
contracted agents of the State who have direct contact with any vulnerable person served
by its programs. Further, the Vulnerable Persons Act clearly identifies offenses that
disqudify individuas who have direct contact with vulnerable persons. These offenses
indude:

Crimes of violence.

Any fdony offense involving unlawful sexud behavior.

Any fdony offense involving domestic violence.

Any felony offense of child abuse.

Any fdony offense in another state, which is substantialy smilar to the other
offenses described.

DO OO OO
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Although dients served in the HCBS and Home Hedlth programs meet the definition of
vulnerable persons, the V ulnerable Persons Act does not apply because the programs are
not administered by the Department of Human Services. Therefore, currently thereisno
requirement for background checksof staff who providedirect caretoindividuasreceiving
sarvices through ether the HCBS or the Home Hedlth programs.  Although SEPs and
sarvice provider agencies are encouraged to perform background checks on staff with
direct client contact, the Department of Heath Care Policy and Financing has not
formalized this processin rule or satute.

During our review we contacted 25 providers to see if they conducted background
checks. We found seven of the sampled providers do not conduct background checks
and have no policy to do so. Of those providers that do conduct background checks,
only seven ligt the types of offensesthat would disqudify a person from employment. We
found that two of the providers in our sample that did conduct background checks had
hired employees with extensve crimind backgrounds, including acts involving domestic
violence.

We dso found that only five (24 percent) of the Single Entry Point Agencies (SEPs)
conduct crimina background checks on their employees, while 16 (76 percent) of the
SEPs do not have a policy for and do not conduct crimina background investigations on
their employees. Like staff at service provider agencies, SEP staff dso frequently meet
with dientsin their homes, many times unsupervised.

Background Checks Conducted Are
| nsufficient

The providers conducting background checks on potentid employeesonly runthecdlient’s
name, socia security number, and dete of birth through one screening source. By running
a search through only one screening source, providerstake achance that crimina records
could bemissed. In our 1998 Child Care Licenang audit and our 2000 Devel opmental
Disabilities audit we found that running a background check through only one screening
source resulted in numerous individuas with convictions of serious crimes being hired.

Both provider agencies and SEPs employ staff who provide services to vulnerable
individuds in their homes and communities, many times unsupervised. Therefore, the
Department of Hedlth Care Policy and Financing needsto take stepsto make background
invedtigations a requirement for staff who work with vulnerable people and ensure that
these invedtigations are occurring.
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Recommendation No. 7:

The Department of Hedlth Care Policy and Financing should ensure that comprehensive
background investigations are completed on state and community providers by:

a. Proposing legidation authorizing the Department to require all persons employed
by the Department or contracted to work for the State to conduct background
invegtigations on any and al employeeswho work with or come into contact with
avulnerable person.

b. Working with the Judicid and Public Safety Departments to ensure that service
providers are receiving complete information on individuals who have been
convicted of crimes.

c. Working with the Department of Public Hedlth and Environment to incorporate
review of service provider agencies implementation of background check
requirements into the survey process.

d. Working with the Department of Human Services to incorporate a review of
SEPs' implementation of background check proceduresinto their on-site review
of the SEPs.

Department of Health Care Policy and Financing
Response:

Agree. The Department agreesthat caregiverswho comeinto direct contact with
vulnerable persons should be required to have background checks and will work
with the Judicid and Public Safety Departments to ensure that providers get
completeinformation. The Department will work with the Department of Public
Hedth and Environment to include review of providers background check
procedures in the survey process and with the Department of Human Servicesto
indude the same review in monitoring SEPs. Appropriate action, whether
contract, rule or statutory changes, will be addressed by November 1, 2001.
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Complaint Investigations
Chapter 2
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Another way the Hedlth Facilities Division (the Divison) monitors qudity of care is by
investigating complaints againgt providers. The Department of Hedlth Care Policy and
Financing contracts with the Divison to conduct surveys and complaint investigations for
dl certified Medicad and Medicare providers. When a complaint is received by the
Dividon, complaint intake staff assess whether the complaint addresses qudlity of care
issues for a home hedlth or HCBS provider. If the complant fals within the Divison's
juridiction, then intake staff assign a priority level to the complaint. Depending on the
assigned priority level, the Divison'scurrent policies sate that they will (1) begincomplaint
invedtigations within 2, 10, or 60 working days, (2) include the complaint investigation with
the next scheduled survey; or (3) take other action. Reports on the results of complaint
investigations are prepared and are available to the public on the Divison's Web site.

Thefallowing table shows the number of complaints investigated by the Division for the

past three years.
Number of Complaints Investigated by the Health Facilities Division
Caendar Year Calendar Year Caendar Year
Program 1998 1999 2000
Home Hedlth 77 103 63

Personal

Care/Homemaker 8 16 20

Adult Day Care 1 4 5
Source: Office of the State Auditor's analysis of data from the CDPHE complaint tracking system.

A complaint can consst of severd dlegations. During a complaint investigation the
Divison determines whether the dlegations are substantiated or not, and whether the
provider isin violation of any of the program participation sandards. A complaint may be
substantiated without any deficiencies cited. The next table displays the number of
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complaint alegations that were determined substantiated in cadendar year 2000 and
whether deficiencies were cited.

Substantiated Allegations and Deficiency Citings for Calendar Year 2000*
Number of Number of Number of
Allegations Substantiated Allegations With
Program Recelved Allegaions Deficiencies Cited
Home Hedth 102 35 17
Personal
Care/Homemaker 32 4 2
Adult Day Care 9 3 0
Source: Office of the State Auditor's analysis of data from the CDPHE complaint tracking system.
1These data are based on comeleted investi gati ons onlx.

Not All Complaints Are Reported to the
Division

The Hed th Facilities Division receives home hedlth and HCBS complaints from avariety
of sources, such asclientsor clients families, provider staff, concerned citizens, or other
state agencies. During our audit we identified several sources of complaints that do not
have formaized proceduresin placefor reporting complaintsagainst homehedthor HCBS
providers to the Divison. The agencies we have identified include (1) Department of
Hedth Care Policy and Financing, (2) Single Entry Point agencies (SEPs), and (3) State
Ombudsmen. Wefound examplesof problemsresulting because not al complaint sources
are notifying the Divison of quality of care complaints they receive, including:

*  The Depatment of Hedlth Care Policy and Financing recently received a qudity
of care complaint regarding a noncompliant home hedth provider. However, the
Depatment of Hedth Care Policy and Financing waited a month before
forwarding the complaint tothe Divison. Thisparticular complaint led to asurvey
that resulted in 19 deficiencies.

» During our dte vigts to SEP agencies, we found six different Stuations (at three
SEP agencies) wherequality of care problemswith the provider were documented
by the SEP case manager, but acomplaint was not referred tothe Division. Inthe
most severe situation aclient aleged that their persona care provider wasabusive.
Instead of referring complaints to the Divison, SEP agencies handled the
complaints interndly. In addition, the SEPs we vidted did not mantan
comprehengve logs of complaints againgt provider agencies.
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According to gaff at the State Ombudsman's Office, they do not receive anotable
amount of complaints against home hedth or HCBS providers. However, the
Ombudsman's Office does not maintain alog of these complaints, so they are not
sure of the number of referrds that would have been made to the Divison. In
addition, they do not have a forma policy describing when and how to refer a
complaint to the Division.

There are severd reasons why it isimportant for qudity of care complaints against home
hedlth and HCBS providers to be forwarded to the Hedlth Facilities Divison.

Complaints received against a home hedlth provider factor into the survey cycle
schedule, and into the overadl HCFA certification process. The provider may be
violating HCFA participation standards and may need to be cited with adeficiency
and surveyed more frequently.

The Divison is required to communicate the status of complaint investigations to
the complainant. However, other agencies involved do not have the same
requirements and, as aresult, may not communicate with the complainant.

Invedtigetion of complaints by numerous agencies increases the risk that
consstency, completeness, and fairness will be diminished.

The complaintinvestigatorsat the Divison areregistered nursesspecificdly trained
to investigate qudity of care issues. Wheress the dtaff at the SEPs, the
Depatment of Hedth Care Policy and Financing, or the State Ombudsmen’s
office may not be nurses or have the necessary training to recognize the severity
of the complaint.

It is imperative that the Divison investigate al quality of care complaints against home
hedth and HCBS providers. We believe that it is the responsibility of the Department of
Hedlth Care Policy and Financing to facilitate discussion between the involved agencies,
and implement aninteragency policy that ensurescomplantsareforwarded tothe Divison.

Recommendation No. 8:

The Department of Hedth Care Policy and Financing should coordinate with the Hedlth
Facilities Divison to develop standardized policies to ensure that dl complaints againgt
home health and HCBS providers regarding quaity of care issues are forwarded to the
Hedlth Fecilities Divison. Specificdly, the policy should:



46 Home and Community Based Services and Home Health Services Performance Audit - June 2001

a. Detal how to refer acomplaint to the Hedth Facilities Divison.

b. Specify the time frame for referring complaints to the Hedlth Facilities Divison
(i.e.,, within 48 hours).

c. Reqguire involved agencies to maintain a comprehensive log of dl complaints
received.

Through agreement or statutory provision, these policies should be distributed and
implemented by dl potentia agencies that may recelve home hedlth or HCBS qudity of
care complaints, such as the Department of Hedlth Care Policy and Financing, SEP
agencies, and the State Ombudsman's Office.

Department of Health Care Policy and Financing
Response:

Agree. The Department agrees to coordinate with the Hedlth Facilities Divison
and the Department of Human Services to develop poalicies to ensure that dl
complaints regarding quality of care issues received by the involved agencies are
forwarded to the Hedlth Facilities Divison within 48 hours of receipt. Policieswill
be developed by November 1, 2001 and will be implemented by the Department
initshanding of quality care complaints. The Department will ensure that such
policies are distributed to SEP agencies by November 1, 2001 and will
incorporate such policiesinto the contracts with SEPs at the next contract cycle.
The Department will work with the Department of Human Servicesto assurethat
such policies are distributed to the State Ombudsman’s Office.

Complaint Process Needs | mprovement

Complaints come to the Hedth Facilities Divison in a variety of formats such as letters,
phone calls, faxes, and eectronic mail. Currently the Division hastwo separate telephone
numbers to take home hedlth and HCBS complaints. The Divison has a Home Hedth
Hotline that goes to a home hedlth staff member. All other complaint calls are forwarded
to a registered nurse who is responsible for assessing and prioritizing complaints. The
home hedth staff member takes the complaint and forwards it to the complaint intake
registered nurse, who then cals the complainant back. We bdievethat it would be more
effident to havedl phone cdls, including those from the Home Health Hotline, sent directly
to the complaint intake staff.
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Although the Division is efficient with respect to initiating complaint investigations, the
investigations are not completed in atimely manner. Thefollowing table showsatwo-year

average for the number of daysin each phase of the complaint investigation.

Average Number of Daysfor Home Health and HCBS Complaint I nvestigations for
Calendar Years 1999 - 2000

Start of the Investigation Report Released to
Program Investigation Completion Completion the Public Total
Home Hedlth 9.5 47.1 25.2 255 107.3
Persona Care/
Homemaker 6.9 55.5 214 18.2 102
Adult Day Care 7 3 18.2 17.7 43.2

Source: OSA analysis of Health Facilities Division data from the complaint computer system.
1These data are based on completed investigations only.

We are specificaly concerned about the length of timeit takesthe Divison to completethe
complaint investigation report and release it to the public. Our concern is heightened by
the fact that the Divison's complaint time frame reports are based on completed
investigations only. At thetimethese datawere andyzed, there were numerous complants
inwhichthe investigationswere not complete. For example, 24 percent (25 of 103) of the
home hedth complaints received in 1999 had not yet been released to the public. In
addition, we found seven home hedth complaints where the investigator took more than
100 daysto write the report. The current practice for surveysis that the survey findings
(cdlled the Deficiency List) must be written within 10 working days of the exit interview.
This practice should be gpplied to complaint investigation reports as well.

Completion Datesfor Investigation Processes
Should Be More Clearly Defined

Theinvestigation process for home health and HCBS complaints has several phases that
are defined by specific dates. The complaint computer system records and tracks the
following complaint dates:

C Receved Dae C Invedtigation End Date
C Assgned Date C Report Completion Date
C Invedigation Begin Date ¢ Date Report Released to Public
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Currently the Divison does not have written policies defining these complaint investigation
dates. Asaresult, program staff have varied definitions of the investigation end date, the
report completion date, and the report-released-to-public date. For example, one
investigator defines the report completion date as when he is finished writing the draft
report, whereas another investigator defines this date as after the supervisor review is
completed and the complaint report is finalized.

In addition, the Divison's policy dates that a non-life-threatening complaint may be
referred to the survey team to be investigated during the next survey vist to the agency.
However, the policy does not provide parametersto ensurethat the next survey will begin
withinthe 30-day time frame stated in the Divison’scontract. Currently the Division does
not have awritten definition of other action. Out of 63 home hedlth complaints recelved
in caendar year 2000, 5 (eight percent) were prioritized as next survey and 16 (25
percent) as other action.

Written Policies Are Needed for Complaints

The point of complaint receipt is a critica fact-finding and decison-making juncture that
should be as efficient as possible. We believe that the complaint intake process needsto
be dreamlined s0 that one staff member is handling complaint cals. In addition, the
Divison needs policies that define the complaint processes of “next survey” and “other
action.”

The Divison's lack of definition for complaint dates and time frames makes the data less
useful and does not encourage timely completion of the complaint investigation process.
Further, the Divison cannot ensure consstent handling of complaint investigations with
regard to time. Therefore, we believe that policies are needed that focus complaint
investigations and ensure that they are handled in a condstent and timely manner.

Recommendation No. 9:

The Hedth Fadilities Division should improve its complaint process for the Home Hedlth
and HCBS programs to ensure that complaints are completed and released to the public
in atimdy manner by:

a. Directly routing the Home Health Complaint Hotline cdlsto the trained complaint
intake gaff.

b. Deveoping policies that define complaint priority options (next survey and other
action) and define complaint date definitions (assigned date, investigation begin
date, investigation end date, report completion date, and rel eased-to-public date).
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c. Deveoping policies that specify the dlowed time framesto complete acomplaint

investigation, write acomplaint investigation report, and release the report to the
public.

Health Facilities Division Response:

Agree. The Hedth Facilities Divison agrees with the concept of a Sngle entry
point for complaints coming into the Division, and will be routing the Home Hedlth
Hoatline cals to the complaint intake staff. The Divison is in the process of
deve oping policiesand proceduresfor the purposes of defining complaint priority
options and gods for completing different segments of the complaint investigation
process. We anticipate that these policies will improve the usefulness of the
complant data as well as encourage timely completion of the complaint reports,
and that they will be completed no later than October 31, 2001.

Complaint Initiation Procedures Do Not
Comply With Contract

Our review found that the Hedlth Facilities Divison currently has policies in place for
initiating complaintsand reporting information to the Department of Health Care Policy and
Financng that contradict the requirements for those activities in ther interagency
agreement. Specificaly, we found:

The Divison'spolicy toinitiate complaintswithin 2, 10, or 60 wor king days
does not mest its contractual obligations. First, the Department of Hedlth
Care Policy and Financing reguires the Division to “initiate an investigation within
24 hours of the receipt of the complaint” for al complaintsthat pose animmediate
and serious threet, such as serious injury, harm, impairment, or death to a client.
The Divison's policy is to begin complaint investigation on these types of
complaints within two working days. Secondly, the Department of Hedlth Care
Policy and Financing requires the Divison to “target beginning investigetion of dl
complaints, other than those posing an immediate and serious threat, within 30
caendar days of the receipt of the complaint.” The Divison'scurrent policy isto
begin these invedtigations within 60 working days.
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Complaints classified as posing an immediate or serious threat are not
being reported to the Department of Health Care Policy and Financing.
The interagency agreement specifies that when the Divison receives a complaint
about a certified Medicaid provider that poses an immediate and serious threet,
the Divison shdl provide the Department of Hedth Care Policy and Financing
withaverba report on the satus of the investigation within three calendar days of
receiving the complaint.

The Divison's palicies are not in compliance with its contract, and the contract provisons
are reasonable. Therefore, the Hedth Facilities Division needs to amend its policies to
coincide with the contract.

Recommendation No. 10:

The Hedth Facilities Division should ensurethat policiesand practicesfor home hedth and
HCBS complaint initistion and natification are in compliance with its contract with the
Department of Health Care Policy and Financing.

Health Facilities Divison Response:

Agree. The Hedth Facilities Divison and Department of Health Care Policy and
Hnancing are currently working on modifications to the Memorandum of
Understanding that was in place at the time of the audit. Once this process is
complete, the Divison will ensureits policiesand practicesfor complaint initiation
and noatification for Home Hedth and HCBS are in compliance with this
agreement. We expect the agreement to be in place within the next two months,
and the Divison's policies to be revised to reflect the agreement no later than
October 31, 2001.
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Costs for both home hedth (skilled) and HCBS (unskilled) care have risen dramatically
in the past seven years, as demonstrated in the table below.

Changein Home Health and HCBS Expenditures
Fiscal Years 1995 to 2001

Fiscal Year 2001
Fiscal Year 1995 (projected)?
Total Expenditures Cost per Total Expenditures Cost per
(In Millions) Per son (In Millions) Per son
HomeHedlth $ 203 $3,742 $ 711 $10,555
HCBS $ 184 $3,745 $ 731 $5,037

Policy and Financing' s Budget Office.

1 FY 2001 expenditures projected by Department of Health Care Policy and Financing staff.

Sour ce: Office of the State Auditor’s Analysis of Data Provided by the Department of Health Care

The importance of controlling costs cannot be overstated. Asthe population ages and the
cost of hedth care services rise, there will be increasing pressure on the limited dollars
avalable in the State's budget for long-term care. It is critica that the Department of
Hedlth Care Policy and Financing has set up an gppropriate fiscal control structure over
boththe Home Health and HCBS programs. One of the most important controlsis setting
appropriate limits on expenditures. Payment system edits and postpayment review aso
provide important controlsin afee-for-service environment. AppendicesA and B include
charts showing the types and costs of various HCBS and home hedlth services.

As pat of our audit we reviewed overdl costs, payment system edits, postpayment
reviews, analyzed clams data usng audit software; and discussed cost containment limits
with other states. We found sgnificant problems with the fiscal management of both the
skilled and unskilled portions of community long-term care.
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Cost of Serving Individualsin the Community

Colorado law requires that “home and community based services... shall be offered only
to persons... for whom the costs of services necessary to prevent nursing facility placement
would not exceed the average cost of nursing facility care...,” Section 26-4-606, C.R.S.
Additiondly, the agreement with HCFA (federd Hedth Care Financing Adminigration)
for the HCBS-EBD program dtates that:

The gtate will refuse to offer home and community-based servicesto any
recipient for whom it can reasonably be expected that the cost of home or
community-based services furnished to that recipient would exceed the
cost of [nursing facility] leve of care.

During our review we found that current controls are not working to ensure that the cost
of caring for individuds in the community isless than the cost of serving theminanursng
fadlity. Specificdly, areview of dl HCBS (unskilled) and home hedth (skilled) damspad
on behalf of those 3,300 HCBS participants (25 percent of the HCBS population) who
a 50 receive home health servicesreved ed that for about 20 percent (673) of thoseclients,
the cost of community care exceeded the cost of nuraing facility care when their home
hedth and HCBS services are combined. Assuming these 673 clients could be placed in
atypicd nursing facility, the HCBS and Home Hedlth programs combined paid over $14.5
million more than the average cost of nuraing facility care to serve these individuasin the
community. Asaresult, the Department of Hedlth Care Policy and Financing is not only
paying more to serve some individuds in the community than it would in anurang facility,
but aso, is not in compliance with state statutes and federal agreements for the HCBS

program.

Maximum ServiceLimits Are Set Too
High

Currently the home hedlth (skilled) and (unskilled) service limits combined total about
$119,000 per year for community long-term care and $141,000 per year for acute care
obtained in the community. These limits are about five and six times the average cost of
sarving an individud in anurang facility, respectively. There may be reasons to approve
costs above the upper payment limitsin certain cases, however, Colorado’ s service limits
are s&t 90 high that, effectively, they are not limits at dl.
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Other States LimitsIndicate Service Limitsin Colorado
AreTooHigh

We interviewed six other states for information on the limits they had set on unskilled
(HCBS) care. The other gtates we interviewed did not have comparable types of limits
on skilled care, and therefore, comparison of other state limits on skilled care is not
included in this audit. We chose these states based on their location in our region or
because they were known for having cost-effective HCBS programs.

Spedificdly, we found thet of the six Sates we interviewed, three set annud dollar limits
on unskilled care of about $5,000, $10,000, and $12,000 per person, per year. These
limits are sgnificantly lower than the $38,000 limit Colorado has set for HCBS services,
The remaining three states had differing levels of need for which they had arange of dollar
limits. For example, one date has severa levels of careincluding ahospita levd-of-care
limit to ensure that individuas who would otherwise need to be cared for in ahospital can
be served in the community for less than ongoing hospitd care. Additionaly, a report
issued by the American Association for Retired Persons (AARP) in 1996 states that for
an HCBS program to be cogt-effective, the limits on unskilled services in the community
should be about one-fifth the cost of nursing facility care. In Colorado, this would be
about $5,100 (as opposed to the current limit of over $38,000).

The federd government (specificaly HCFA) hasdlowed statesalot of flexibility in setting
up its HCBS and Home Hedlth programs, including how states set limits on services to
ensurethat the overall per capitacost of the HCBS programs do not exceed the per capita
costs of nuraing facility care and that the amount of skilled services provided to individuds
in their homes is gppropriate. Further, state statute gives the Department of Hedlth Care
Policy and Financing the authority to set rules, including those pertaining to upper service
limits

HCBSLimits Are Set Higher Than the Average
Cost of Nursing Facility Care

For the HCBS program, the Department of Hedlth Care Policy and Financing set up
program rules requiring that the community-based services provided to each qualified
HCBS-EBD participant are less than or equa to the cost of nursing facility care. To do
this, the Department of Health Care Policy and Financing set amonthly cost containment
limit on the HCBS (unskilled) servicesfor each program participant. Thismaximum dollar
amount is reduced by the amount of Socid Security Income (SSl) and other income a
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participant might have, as well as by the amount of Home Care Allowance the person

recelves.

For Fiscal Year 2000 the HCBS cost containment limit is set well above the actual cost
of serving an individua in anurang home, as is demondrated in the table below.

HCBS Cost Containment Limits As Compared to Actual Costs of Nursing Facility Caret!

Fiscal Year 2000

Annual Cost Containment Limit
(Amount Allowed
for Unskilled Care per Person)

Actual Average Cost of Nursing
Facility Care per Person
for OneYear?

Annual Cogt Containment Limit for
HCBS as a Percentage of the Average
Cost of Serving Someonein a
Nursing Facility

$37,308

$25,530

146.13%

Sour ce: Office of the State Auditor’s analysis of data provided by the Department of Health Care Policy and Financing.
1 Average cost containment limits and actual costs of nursing facility care do not include client contribution payments.
2 Actual average cost of nursing facility care is based on average length of stay in nursing facility being 245 days times the average nursing

facility rate of $104.20 per day

As shown in the above chart, the HCBS cost containment limit is about 46 percent higher
than the actud codt to serve an individud in anuraing facility.

Nursing facilitiesare paid adally rate for serving eech resdent. Thisdally rateisto cover
al illed care, unskilled care, meds, and room and board needed by that individud. It
isingppropriate to allow HCBS participantsto receive unskilled servicesthat done are 46
percent more than the entire average cost of care in anursing facility.

Service Utilization Indicates Limits Are Too High

On average, HCBS (unskilled) services provided to 65 of the 67 clients in our clams
review samplewere 61 percent, or about $17,000 per person, below the clients' personal
cost containment limits (including reductions for the client’s income and Home Care
Allowance amounts). For the State as a whole, the average amount spent per HCBS
participant in Fiscal Year 2000 was about $5,000, or 87 percent, below the cost
containment limits. The fact that the limit on HCBS services could be lowered is dso
evident from the utilization data presented in the table below. Thistable demondratesthe
dratification of service dollars paid on behdf of dl clients receiving HCBS services.
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Stratification of HCBS (Unskilled) ServicesPaid per Client
for Clients Statewide®
Fiscal Year 2000
Per centage of
Range Dollar Amount Population
HCBS Services Number of Clients Served
$0to $4,999 8,536 65.17%
$5,000 to $9,999 2,445 18.67%
$10,000 to $14,999 1,274 9.73%
$15,000 to $19,999 491 3.75%
$20,000 to $24,999 306 2.34%
$25,000 to $29,999 45 0.34%
$30,000 to $35,000 2 0.02%
TOTAL 13,099 100.00%
Sour ce: Office of the State Auditor’s analysis of Fiscal Year 2000 HCBS claims
data. FY 2000 claims datais paid through November 2000.
1Does not include Home Modification Services, because those services are subject
to a separate $10,000 lifetime limit.

Asshown by the abovetable, 65 percent of dl individua s served were served for lessthan
$5,000. About 94 percent of dl individuas served in the HCBS-EBD program were
served for 60 percent or more below the cost containment limit in Fisca Y ear 2000.

Home Health Limits Should Also Be Examined

For the Home Health program the Department of Hedlth Care Policy and Financing has
et the following limits on sarvices:
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Home Health Service Limitst
Effective January 1, 2000

Daily Limit Annual Limit?
Long-Term $223 $81,395
Acute® $285 $104,025

Sour ce: Colorado Medicaid Program Billing Procedures manual .

1 Limits do not include Private Duty Nursing.

2 Calculated using the daily limit times 365 days.

3 Acute home health is provided to a client when they have an immediate need for a service due to a sudden
sickness or injury. Acute home health is not meant to be continued over the long term.

In other words, a person could receive more than $81,000 per year in skilled carein the
community on acontinud bass. Thisis roughly the equivaent of receiving skilled nursing
services for three hours per day, every day, for an entireyear. Thehome hedth limitscan
be exceeded under certain extenuating circumstances and with prior gpprova from
Colorado Foundation for Medica Care (CFMC). Thefact that home health limits should
be lowered is evident from the service utilization data presented in the table below. This
table demondtrates the gratification of home hedth services provided to al home hedth

recipients.
Stratification of Home Health (Skilled) Services per Client
for All Clients Receiving Home Health Care?
Fiscal Year 2000
Range Dollar Amount Home Hesalth Per centage of Population
Services Number of Clients Served

< $15,000 5515 83.02%
$15,000 to $29,999 525 7.90%
$30,000 to $44,999 314 4.73%
$45,000 to $59,999 194 2.92%
$60,000 to $74,999 62 0.93%
$75,000 to $89,999 28 042%
$90,000 to $104,999 2 0.03%
$105,000 to $135,000 3 0.05%

TOTAL 6,643 100.00%
Sour ce: Office of the State Auditor’s analysis of Fiscal Year 2000 home health claims data. FY 2000
claims data is paid through November 2000.
1 Excludes PDN Services.
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As shown in the above table, nearly 91 percent of al home hedth recipients received
services of less than $30,000 during Fiscal Y ear 2000. In other words, about 91 percent
of dl dlients receiving home hedlth were served for 63 percent or more below the daily
limits on home hedlth care. Less than one-hdf of 1 percent of adl home hedth clients
received services exceeding $90,000.

Combined Cost of HCBS and Home Health Care
Needsto Be Reviewed

We bdieve that the main reason the cost containment limits have been sat so high is that
the Department of Hedlth Care Policy and Financing has overlooked the total cost of
community care for clients receiving both HCBS (unskilled) and home hedlth (skilled)
services.

Home heslth services are not consdered when determining the cost of serving someone
inthe community. The cost containment limit isbased on the average annud nursing fecility
rates (as opposed to the actual cost of nursing facility care) and is not reduced to adjust
for the additiona services provided by anuraing facility. Inother words, the Department
of Hedlth Care Policy and Financing did not take into account that the average individua
is not in a nurang facility for 365 days, and a portion of the nuraing facility rates are to
cover the costs of skilled care, medical supplies, or room and board (which would not be
provided under the HCBS program). Asaresult, clients can get alevel of unskilled care
in the community thet is much higher than the level of unskilled care that would otherwise
be provided in a nurang facility.

Additionaly, home hedth services that individuals are recelving are not consdered when
determining whether a person mests the criteria of cogting less to serve in the community
than they would to serve in anursing facility. When a case manager assesses an HCBS
dient to determine whether they can be served within their cost containment limits, the
home hedth services the client will need are not taken into consideration. Asaresult, the
Department of Health Care Policy and Financing does not get a complete picture of the
costs of serving individuas in the community as opposed to in a nurang home.  For
example, about 25 percent of HCBS-EBD participants, statewide, also received home
hedlth (skilled) services. Asmentioned earlier, we estimated that the State spent morethan
$14.5 million, or an average of $22,000 per person, beyond what services in a nursng
home may have cogt, by serving some of these individuas in the community.

According to a 1996 report issued by the American Association of Retired Persons
(AARP), without looking at both the unskilled and skilled services aperson is geiting, the
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comparison between supporting a person in the community and supporting aperson in a
nursang fadlity is distorted.

Elevated Service Limits | ncrease Pressure on
Program Budgets

Nationdly, both skilled and unskilled Medicaid services are recognized as an areawhere
overutilization, fraud, and abuse may occur. Having redigtic caps on paymentsis critica
in a fee-for-sarvice payment environment. While Colorado has not yet had to limit the
number of eigibles served, at some point in the future, risng costs, combined with an
increasing number of digibleindividuds, will creste budgetary pressure. Home hedlth and
HCBS sarvices will be limited by the amount of sate genera fundsavailable. In addition,
having aredigtic cap isimportant for case managers in setting appropriate boundaries on
unskilled care.  As noted later in this report, we found numerous instances of
overauthorization of services. Because the Department of Hedth Care Policy and
Financing has not set gppropriate limits for unskilled care, the Department of Hedlth Care
Policy and Financing may be paying for individuds to be served in community settings
when, likdly, it would be more cogt-effective to serve these individuasin anurang fecility.
In addition, not setting reasonable limits on skilled care can result in more services being
paid for than are needed and more opportunity for abusive hilling practices.

Colorado Has Optionsfor Realistically Limiting HCBS and
Home Health Services

The federad government has given states virtualy unlimited authority for establishing cost
containment controlsintheir Medicaid programs. Asaresult, Colorado has many options
for how to manage the cost of both skilled and unskilled care. Providing services to the
greatest number of peoplein the most cost-effective way should be the overriding god of
the program. Department of Hedth Care Policy and Financing staff bdieve it is an
achievable god to have acombined limit on HCBS and home hedth services that ensures
the totd cost of community careisreasonable in comparison to the cost of nuraing facility
care. However, the Department is concerned that using the average cost of nursing facility
care ($25,530 for Fiscal Year 2000) may set the limit for combined services too low.
Choosing how to st the limits and at what dollar amount is an important policy decison.
As a reault, the Department of Hedth Care Policy and Financing should work with the
Generd Assembly to clarify thelanguage regarding the upper payment limitson both skilled
and unskilled care. Some of the options could include:
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» Egablishing fixed limitsin law. For HCBS or home hedlth servicesthese caps
could be one fixed amount. These limits could be increased annudly by the
Consumer Pricing Index (CPl). In addition, statute should define the
circumstances, if any, for which anindividud will be dlowed to exceed such limits.

» Egablishing limitsbased on level of need. For HCBS or home hedlth services
various categories of need could be established in law. Some examples could
indudelow, moderate, high, and hospital level of care. For each leve therewould
be a corresponding limit set on the dollar amount of services that could be
provided. Establishing limits or caps based on level of care requires that the
Department of Health Care Policy and Financing utilize ardliable assessment tool
and set up an gppropriate sructurefor limitsthat correspondsto the assessed leve
of care. If the Department of Hedlth Care Policy and Financing and General
Assembly choosethisoption, the Department of Hedth Care Policy and Financing
should evauate the adequacy of its current assessment tools for accomplishing
thesetasks. Again, satute should define the circumstances, if any, for which an
individud will be dlowed to exceed such limits

» Taking a managed care approach for funding HCBS and home health
services. Thisapproach could include paying providers, or another gatekeeping
agency, a sat dollar amount for providing al necessary sarvices to dl digible
individuds needing services. Managed careis discussed in more detall later inthis
chapter.

Systems for Monitoring Costs Need to Be I mproved

In addition to the problems with the cost containment limits for HCBS (unskilled) and
home hedth (skilled) services, we found that the Department of Hedlth Care Policy and
Financing does little to monitor the overal costs of an individud’s care. Although the
Department completed afocused study on community long-term carein November 2000
evauating cogts in the HCBS and Home Hedlth programs, this study did not evauate the
total cost of serving individuads in the community who get both home hedth and HCBS
sarvices. Further, the Department needs to improve its analysis of clams data on an
ongoing basis and better coordinate with the SEPs in terms of cost control. We used an
inexpensve audit software program to anadyze over 420,000 clams. Whether the
Depatment of Hedth Care Policy and Financing needs a new software program or
whether the Department’s current software capabilities are adequate, the Department
should develop the capabiility to routindy andyzethedata. Developing in-house andytical
cgpability is essentid for sound financia management.
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Recommendation No. 11:

The Department of Heath Care Policy and Financing should work with the Genera
Assembly to develop more gppropriate servicelimitsfor HCBS and home hedlth services.

Department of Health Care Policy and Financing
Response:

Agree. The Department will work with the Generd Assembly to develop more
gppropriate service limits for HCBS and home hedlth services. The Department
will take immediate action to ensure that the HCBS program complies with al
dtate and federa requirements.

Inaddition, the Department will screen the casaload, by October 1, 2001. Clients
with extraordinary medical needs may need to be served through a separately
authorized program. The Department will recommend a legidative solution for
such dientsif the casdoad andyss judtifiesit.

Recommendation No. 12:

The Department of Hedlth Care Policy and Financing should establish procedures for
routindy monitoring the overal costs of skilled and unskilled care for individuds in
community settings.

Department of Health Care Policy and Financing
Response:

Agree. The Department will establish policies for routine monitoring of the costs
for individuas by October 1, 2001 and propose any required regulations to the
Board of Medica Services at its November 2001 mesting.

Payment Controls Should Be Improved

During our review of home hedth (skilled) and HCBS (unskilled) clamswe found severd
instances where controls over provider payments were lacking and where postpayment
review toidentify ingppropriate paymentswasinsufficient. The Department of Hedth Care
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Policy and Financing has two primary defense mechanisms for preventing ingppropriate
payments for its Medicaid programs.

Automatedsystem edits. The State contractswith Consultec (the State’ sFiscal
Agent) for processing all Medicaid clams. Consultec and the Department of
Health Care Policy and Financing work together to maintain apayment system that
employs automated edits and controlsto help ensure that the Medicaid payments
made aredlowable. Thissystemiscalled the Medicaid Management Information
Sysem (MMIS), and is the Department of Hedlth Care Policy and Financing's
primary control over ensuring that payments made are adlowable, pad at the
correct rate for the service type, not duplicative, and only for Medicaid-digible
clients.

S HCBS (unskilled) servicesarespecifically controlled by the MM I Ssystem
through automated ediits that do not allow payment for any servicesother
thanthosethat have been prior authorized by the Single Entry Point (SEP)
agencies on the client’s PAR (Prior Authorization Request).

S Home hedth (unskilled) service authorization and utilizetion are currently
controlled only through postpayment review. However, under the new
home hedlth rules, home hedlth services will dso be controlled viaaPAR
document, and the MMIS system will not pay for home hedlth services
that are not prior authorized.

Postpayment review. The Department of Hedlth Care Policy and Financing dso
has a Program Integrity Unit (a unit within the Department’s Quaity Assurance
Section) that workson postpayment review and clamsreview for Medicaid clams
to identify ingtances of ingppropriatdy paid clamsand to recover those payments.
Thisunit currently has 5 FTE (one of which is vacant) dedicated to the review of
about 12.5 million Medicad clams pad for dl Medicad programs. To
supplement the activities of this unit, the Department of Hedth Care Policy and
Fnancing contracts with outsde providers to conduct clams reviews.
Additionaly, the Department isin the process of trying to implement contingency-
based contracting for post-payment review of clams.  Contingency-based
contractswould alow an outs de contracting agency to investigate claims, recover
on inappropriately paid clams, and keep a portion of the recoveries.
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Existing RulesDo Not Ensure That Services Paid For Are
Authorized or Medically Necessary

Currently home heslth services are authorized on the home health certification or plan of
care (the HCFA 485 form). Essentidly, the plan of care states the type of servicesto be
provided and the number of visits per day, week, or month. This plan of careis revised
every two months. According to staff at the SEPs, the home hedth agency will write up
the plan of care and a physician sgns the plan. Under the current rules for home hedth
billing, clams for services will be paid aslong as the service billed is dlowable, the dient
isMedicaid-digible, and the provider submits aphysician’ sreferra number on the clam.
Other than these items, there are no ediits in the system that prevent home hedlth agencies
from hilling for unauthorized or unnecessary sarvices: The only manner in which the
Department of Health Care Policy and Financing will find that unauthorized services are
being billed is through postpayment claims and casefilereview. With over 160,000 home
hedlth clams processed in Fiscd Y ear 2000, it would be difficult for the Department of
HedlthCare Policy and Financing’ sProgram Integrity Unit to perform postpayment review
on a large enough volume of clams to obtain assurance that services pad for are
authorized and medically necessary. During our audit we found several examples of
payments for home health services that appeared to be unauthorized or not medicaly
necessary. According to Program Integrity Unit staff, the reviews they have completed
have resulted in amilar findings.

* Services paid for were not included on plans of care. During our audit we
reviewed home health plans for 20 clients in our casefile sample and compared
what was authorized on the plan of care with what was actudly paid for during the
same time period. For 9 of the 20 (45 percent) clients reviewed, we found
services paid for that were not authorized. In tota, we found about $25,000 in
unauthorized services provided during the sx month period from gpproximately
January 1, 2000, to June 30, 2000.

* Home health plans of care were not signed by the physician. During our
review of home hedth plansfor 20 clients we found that the home hedlth plans of
care were not signed by the physician in 40 percent of the cases. Asaresult, itis
questionable whether aphysician actudly authorized al servicesprovided and paid
for these clients. In totd, these clients received over $280,000 in home hedlth
services that could potentialy be denied due to lack of documentation.

» Home health and HCBS services are sometimes duplicative. Our casfile
review identified instances of persona care services being included in both the
HCBS and home hedlth plans of care. Further, we found instances where both
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the home health care provider and HCBS provider were billing for persond care
services on the same day for the same dlient. In some casesthe serviceslisted as
provided in the provider logs appeared to be duplicative. As an example, the
HCBS persona care provider comes in two times a day to clean the bathroom
and comb and set the dlient’s hair. A home hedth provider was d<o billing for
these same sarvices on the same days, within ashort time after the HCBS provider
was a the client’'s home. In some cases it was not gpparent that services were
needed from both types of providers. In areview of provider documentation of
services provided, weidentified atota of about $2,000 in servicesthat were paid
for and appear to be duplicative. In most cases, the duplicative services were
provided by the same service provider agency.

» Some services provided appeared to be unnecessary. Our review of home
hedlth plans and claims data identified one ingtance of physicd therapy services
being provided to a 94-year-old woman who was wheelchair bound. According
to aregistered nurse a the SEP who is familiar with this client’'s medica history
and reviewed the client’ shome hedlth plan of care, thisclient should not be getting
physca thergpy, because she is not benefitting from the thergpy. This client
received dmogt $5,200 in physica therapy services during Fiscal Y ear 2000. In
our review we found that therapy services should typically belimited, and services
should be discontinued when the thergpist can no longer show that the person is
bendfitting from the therapy. In addition, many physica thergpy techniquescan be
taught to theclient or the client’ s caregiver and continued without continuous visits
by the thergpist. _Closer attention should be paid to the authorization and use of
therapy services to ensure that services provided are medicaly necessary and
beneficid to the dient.

The clams identified in the above examples are potentidly recoverable items that the
Department of Hedth Care Policy and Financing will have to investigete further.

New Home Health Rules Are a Step Toward
Accountability

Since 1999 the Department of Health Care Policy and Financing has worked with the
Medicd Services Board, the SEPs, service providers, and client advocacy groups at
revigng the current system of authorization for long-term home hedlth care provided by the
Medicaid Home Health program. The Medical Services Board recently passed the new
home hedlth rules, and implementation is planned for July 1, 2001. The Department of
Hedth Care Policy and Financing has worked to implement these rules because it
recognizes that the exigting rules for home hedlth dlow many loopholes for payment of
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sarvices that are not authorized and for duplication of services between the HCBS and
Home Hedth programs. The Department of Hedth Care Policy and Financing has
completed a series of four studies on the growth and expenditures in the Home Hedlth
program. The new home hedth rules are one of the additiond controls in place thet the
Department hopeswill reducethe occurrence of ingppropriate billing and service practices.

Under the new home hedth rules, dl home health serviceswill be controlled through Prior
Authorization Request (PAR) documents similar to those used in the HCBS system. As
discussed previoudy, HCBS clamswill only be paid if the daim submitted isfor services
authorized on the PAR document. For clients getting both HCBS and home hedlth
sarvices, the SEPs will be responsible for reviewing and approving the PAR documents.
PARsfor dl other home hedlth participantswill be reviewed and approved by the State’' s
Fiscal Agent, Consultec. The Department of Hedth Care Policy and Financing hopesthat
these rules will reduce the occurrence of unauthorized service payments, that therewill be
less duplication between HCBS and home hedlth services, and that unnecessary services
will be prevented.

Recommendation No. 13:

The Department of Hedlth Care Policy and Financing should monitor the implementation
of the home hedlth rules. Specificaly, the Department should eva uate the effectiveness of
the new rules in preventing payment for services that are not authorized, preventing
duplication between HCBS and home hedlth services, and preventing servicesthat are not
medically necessary from being provided.

Department of Health Care Policy and Financing
Response:

Agree. The Department will monitor the implementation of the new home hedth
rules and their effectiveness in preventing payment of unnecessary services. The
Depatment is currently training SEPs on their new responsbilities for prior
authorization of HCBS and home hedlth services and will monitor the SEPs
directly and through the Department of Human Services. Rules will be modified
or added as needed. The Department will use contingency-based contract
vendors to ensure that providers are complying with the rules.

In addition to the new SEP respongihilities, the Department implemented severd
other changes to the HCBS and Home Hedlth programs which have significantly
reduced the cost increasesin both of these programs. Thechangesinclude: growth
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caps, measurement guiddines for the use and length of time to complete certain
tasks in the home, new edits in the MMIS, payment units based on time instead
of vists and limitations on nurse assessments.

Postpayment Review Processes Should Be
| mproved

As discussed previoudy, the Department of Hedlth Care Policy and Financing employs 5
FTE inits Program Integrity unit. The primary mission of this unit is to identify ingtances
of inappropriate payments and recover payments when necessary. Our audit reveded
severd problems with the manner in which thisunit handlesthereview of Medicaid dlams
related to the HCBS-EBD and Home Hesdlth programs. Specificaly, we found:

Follow-Up on Problems I dentified Is Not Always Done

The Department of Hedth Care Policy and Financing paid about $140,000 to the
Colorado Foundationfor Medica Care (CFMC) to perform areview of HCBS-EBD and
home hedlth clams. Theresults of thisreview were reported to the Department of Hedlth
Care Policy and Financing in April of 2000. CFMC reviewed alarge sampling of clams
for both programs and found very high occurrences of ingppropriately billed services. In
tota, CFMC found that 22 percent of thetota dollar value of HCBS claims sampled were
billed inappropriately and were likely recoverable. In addition, 37 percent of the total
dollar vdue of home hedth cdams sampled were dso found to have been billed
inappropriately and to likely be recoverable. The totd dollar amount identified as
recoverable for these HCBS and home health claims combined was over $23,000. These
findings are Sgnificant. In the same study, CFMC recommended that the Department of
Hedth Care Policy and Financing conduct severd focus studies to further identify
inappropriate hilling practices. However, more than one year has passed since these
recommendations were made, and the Department of Hedlth Care Policy and Financing
has till not done any of the additiona studies or recovered on the inappropriate payments
identified by CFMC.

Our audit dso performed a claims review and found problems similar to those in the
CFMC study, including about $5,000 (10 percent of thetotal dollarsreviewed) of services
for 18 clients that were inagppropriately charged for reasonsincluding that the service was
not documented, the services were duplicative of other services that the client was
receiving, the service gppeared unnecessary, or the provider was unbundling the services
(e.g., billing both the home hedlth and HCBS programs for the same care for one client).
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Volume of Claims Review |s Not Adequate to Provide Assurance
That Claims and Expenditures Are Appropriate

Of thetota 5 FTE in the Program Integrity Unit, only 1 FTE isdedicated to the review of
about 1,200 home hedlth and HCBS service providers (including providers not certified
by the Hedlth Facilities Divison). According to documentation provided by the Program
Integrity Unit gtaff, they reviewed a sample of clams for about 100 HCBS and home
hedlth providers paid during Fiscal Year 2000. The provider reviews resulted in alittle
over $110,000 in recoveries for Fisca Y ear 2000. For Fisca Y ear 2001 (through April)
the Program Integrity Unit has recovered about $102,000. Thelargest recovery year was
in Fisca Y ear 1999 when nearly $485,000 was recovered. The Program Integrity Unit
could not identify the total number of claims reviewed for the providers in their sample.
The volume of review conducted is insufficient and does not provide adequate oversight
of HCBS and home health expenditures. Smilar findingswere reported in our 1999 audit
of Medicaid Fraud and Abuse, in which the Department of Hedlth Care Policy and
Financing agreed to increase the volume of postpayment review of home hedlth providers.

Aggregate Data Review |s Not Used to | dentify Potential
Problem Areas

According to interviews with Department of Health Care Policy and Financing steff,
aggregate cdlams data are used for identifying outliers and sdlecting providers and claims
for postpayment review. However, the Department is not doing some of the more basic
types of aggregate data review, such asreviewing clams paid by service type, reviewing
dams paid to ensure that providers are not paid for servicesthat they are not certified to
provide, or doing ongoing review of clams to ensure that payments are not made for
sarvices after the client’ s date of death. During our review we performed severa tests of
aggregate data using an audit software with the cgpability to handle large volumes of data.
Some of the problemsweidentified are discussed in subsequent sections of thisreport and
indude payments made for unalowable service types, payments made to uncertified
providers, and payments made for service dates after the date of the client’ sdeath. Each
of these findings resulted from an aggregate test of the data, such aslooking at the databy
service type, or matching dates of death or lists of certified service providersto the clams
data. Thesetypesof aggregate dataanaysiscould providethe Department of Hedth Care
Policy and Financing with important trend information on the types of services being
provided, amounts paid to specific providers, or anountspaid on behdf of clients, and this
information could indicate problems with provider billing practices, or provider abuse.
Such andysiswould alow for a more effective postpayment review that targets unusua
payments and identifies system edits that are not functioning properly.
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Pogtpayment review is the last defense the Department of Hedth Care Policy and
Financing can employ for preventing fraudulent and abusive billing practicesfor Medicad
programs. With thevolume of claimsthe Department of Health Care Policy and Financing
isrespongble for, sampling is obvioudy atool that must be used in order for the gaff to
provide the best coverage with the fewest resources. However, the amount and type of
reviews that are ongoing are inadequate to ensure that the Department of Hedlth Care
Policy and Financing is meeting its fiscal respongbilities for these programs.

Asdemondtrated by thefindingsin thisaudit, there are aggregate datareviewsthat aredso
critica. The Department of Hedth Care Policy and Financing should be reviewing tota
dams expenditures by type of service and by provider on a quarterly basis to identify
trends and potentia areas of abuse. Likewise, the Department of Hedlth Care Policy and
Financing could easly automate certain reviews that could be done periodically to match
data sets from death records or certified provider lists to identify clams that were
potentidly paid ingppropriately. Thesetypesof review are not time- or Saff-intensive but
could provide the Department of Hedlth Care Policy and Financing with better coverage
of ther daimsdata, aswell as better information from which to choose samples of daims
or providers to review. According to Department of Hedth Care Policy and Financing
gaff, they aready have the software capabilities to do these types of analyses.

Recommendation No. 14:

The Department of Hedlth Care Policy and Financing needs to increase the value added
by its Program Integrity Unit by doing the following:

a. Increasing thevolume of reviews performed on clamsdata, and scheduling certain
types of reviews to occur in an ongoing way.

b. Changing the Depatment's review methodology from a drictly sampling
methodology to one that aso incorporates aggregate data analysis and review.

c. Utilizng the information provided through other agency reviews of claims to
implement prevention measuresand recover additional moniespaid outincorrectly.
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Department of Health Care Policy and Financing
Response:

Agree. The Department stated, in its response to the July 1999, State Auditor's
Recommendation on extending oversight of home hedth agencies with post-
payment review, that it could only expand such review by receiving additiona
resources or using "contingency-based contracting.” This authorization was
requested in the Department's November 1, 1999 report to the JBC, which was
authorized on June 22, 2000. Since that time, the Department has promulgated
RFPsfor three of the five projects, and has awarded contractsfor two of thefive
contracts. Inaddition, the Department requested additional FTEsfor the Program
Integrity Unit (PIU) inits Budget Request for FY 01-02. In maximizing these new
resources, the Department agreesto incorporate the Auditor's recommendations.

In the past, to maximize the Department's limited resources, the PIU conducted
focused studiesin home-based services by reviewing asmal sample of clients per
provider in an effort to address risng costsin home hedth care. The Department
believes that, in order to create a sentind effect and inform providers of the
requirements, it is more important to review alarger number of providers versus
alarger number of dlients from only afew providers. The Department believes
that these recommendations can be fully implemented by July 1, 2002 using the
contingency-based contractor.

Additional Payment Controls Are Needed

During our review of clamsdatafor Fisca Y ear 2000 HCBS and home hedlth payments,
we found several instances in which additional system edits or controls in the MMIS
systemwould have prevented ingppropriate paymentsto providers. Our review identified
severd weaknesses in payment controls.

MMIS Allows Payment to Uncertified Providers

Asdiscussed in Chapter 1, each provider of HCBS (unskilled) and home health (skilled)
services must be certified as a Medicaid provider to receive Medicaid payments. For
HCBS, service providers must be certified separately for each different service type they
would like to provide. For example, one provider may offer persond care services and
adult day care services. Thisprovider must be certified as both an adult day care provider
and aso asapersond care provider. The MMIS system does not currently have an edit
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inplacethat dlows providersto be paid only for servicesthat they are certified to provide.
According to gaff a Consultec, when origindly setting up some of the system edits,
ingdling an edit that would prevent paymentsfor servicesto providersthat arenot certified
for that payment type was discussed. However, the Department of Health Care Policy
and Financing never pursued the edit. 1n June 2000 the Department added severd edits
to the MMIS system to prevent payments to uncertified providers from occurring in the
Home Hed th program; however, these same editsare not in placefor theHCBS program.

For Fisca Year 2000 we found about $15,000 in services paid to four providers who
were not certified to provide the services for whichthey were paid. InFiscal Year 1999
we paid an additiond $43,000 to one of these same providers for services that the
provider wasnot certified to provide. According to Department of Hedlth Care Policy and
Financing staff, the Department does not periodicaly check to seewhether providersare
providing servicesfor which they are not certified. The Department of Hedlth Care Policy
and Financing should be able to automate this check and integrateit into its clams review
process.

MMIS Does Not Prevent I nappropriate Use of Acute Home
Health Revenue Codes

Under the current (and future) home hedth rules, home hedlth agencies are dlowed to
provide acute home hedth care, without prior authorization. Acute home hedth is
provided to a client when they have an immediate need for a service due to a sudden
sckness or injury. Acute home hedth is not meant to be continued over the long term.

Ongoing home hedlth servicesarebilled to long-term home health revenue codes. Because
acute home hedlth does not have to be authorized prior to the service' s being delivered,

these services do not have to appear on the client’s plan of care, and, as aresult, are a
higher risk for abuse and inappropriate billing. Although the Department did recently add
an edit to the MMIS system to prevent providers from being able to hill for servicesin
excess of the daily dollar limits, these edits do not ensure that acute home health codes are
used gppropriately. Currently the only method used by the Department of Hedlth Care
Policy and Financing to identify instances of acute home hedth codes being used
ingppropriately is postpayment review. During our review of home hedlth plans for a
sample of 20 dlients, we identified 3 clients who had plans of care in place but for whom
al sarvices paid during the six-month period reviewed were charged to acute home hedlth
codes. A system edit to identify frequent or ongoing billing of acute home hedlth for one
dient may help to focusreviewsand identify instances of provider abuse. Thiswill beeven
more critica under the new home hedth rules where long-term home hedlth services will

be much more tightly controlled and acute services will not.
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MMIS Continued to Allow Paymentsfor Services After the
Client’s Death

During our review of Fisca Y ear 2000 claims data, we performed adatamatch to identify
payments for services that may have occurred after the client’s date of death. For this
review we obtained the dates of death for 201 clients served by the five SEPs in our
sample areas who died between July 1, 2000, and October 31, 2000. We matched these
cients to a database of nearly 95,000 claims for HCBS and 51,000 home hedlth claims
with service dates occurring during the same time period. Although we did not find any
home hedlth claims paid inappropriately, our review identified about $3,000 in HCBS
clams paid onbehdf of five dients (2 percent of dl clients sampled) for servicesafter their
dates of death. The mgjority of these costswerefor persond care servicesfor oneclient.
Of particular concernisthat we found these problemsin asmal sample of clientsand dso
inasmdl sample of clams. This could indicate that amuch larger dollar anount of daims
isbeing paid for clients who are deceased. A 1999 audit of Medicaid Fraud and Abuse
identified problemswith the dates of death being entered intothe MMIS systeminatimely
fashion. If thedate of deeth isentered into the system after claims have dready been paid
for services occurring after that date, the system does not go back and recover those
cdams. The Department of Hedlth Care Policy and Financing agreed to implement the
1999 audit recommendations.

Editsfor Some Unallowed Service Types Are Missing

A review of al skilled care clams paid during Fiscal Year 2000 identified four types of
services pad for that are not covered benefits of the Home Health program. In totd,
MMI S paid claims amounting to about $5,200 for servicesthat the Home Hedlth program
doesnot cover. For these services, Consultec was unawarethat the particular servicewas
not acovered benefit of the Home Health program, and therefore, no edit had been set up
to prevent payment for these service types. The Department of Hedlth Care Policy and
Fnanang is respongible for notifying Consultec of the edits that should bein place. Itis
critical that the MMIS system is updated frequently and that the Department of Hedlth
Care Policy and Financing reviews edits and expenditures to ensure that the State and
Medicaid are not paying for servicesthat are not covered. According to Department of
Hedth Care Policy and Financing gaff, the Department does not currently review dl
expenditures by program to ensure that unalowable types of expenditures have not been
made. This review is nether time- nor daff-intensve and prevents payment for
inappropriate types of services. Further, these types of problems should be easly
prevented through automated edits.
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Staff at Consultec Overrode Edits and Paid Claims for
Unallowable Services Under Home Health

Our review of dl home hedth payments identified three types of services, totaling about
$4,300, that are not covered benefits of the program. According to staff at Consultec,
these clamswere paid because of clerica mistakes, specificdly, saff had overridden edits.
According to Consultec staff, these errors should not have been made. There are few
reasons, if any, to override edits and pay clams for services that are not covered. The
Department of Health Care Policy and Financing should ensure that gppropriate levels of
supervisonarein placefor reviewing and approving instanceswhere edits are overridden.
One concern is that with the volume of gaff turnover at Consultec, training needs to be
provided more frequently on the appropriate circumstances for overriding edits.

Decreasesto Par Services Are Not Entered IntoMMI S

Asdiscussed earlier, the MMIS system will only process payments for services thet are
authorized on the client’s PAR document. If aprovider billsfor aservice not included on
the PAR, the system will deny payment. Currently decreases to PAR services are not

required to be submitted to Consultec for entry into the MMIS system. As aredult, if a
case manager decreases the amount of services that a client is supposed to receive, that

decrease will not be reflected in the MMIS system and a provider could continue to bill

for services that are no longer authorized. Decreases to PAR services should be a
required entry into the MMIS system.

Additional Controls Are Needed Over Home M odification
Services

Once a PAR has been entered into the MMI S system authorizing a home modification (a
service offered through the HCBS program), the provider could theoreticaly bill and be
paid for theentire project prior to ever completing any of thework. Thereareno controls
in place in the MMI S system that prevent a contractor’s from being paid until thework is
completed satidfactorily or, if the project is large enough, until it has been formadly
ingpected. Asan example, one of the clientsin our casefile review was authorized about
$4,000 for a bathroom remodd job. Theinitial contractor completed some of the work
but left prior to finishing thejob. Asaresult, the HCBS program paid about $16,000 for
a new contractor to come in and redo the job correctly. The Department has since
recovered nearly $5,400 from this provider. Department of Hedth Care Policy and
FHnancing staff acknowledgethat thisisaproblem; however, they dso stated that the same
problem is true for dl HCBS service types. Theoretically, a provider could bill for al
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services authorized on the PAR at one time prior to the services actualy being provided.
This, however, is not dlowed by the rules for how providers are to bill for services.

Automated edits in a payment system are the State’ s best defense againgt ingppropriate
payments to service providers, for al Medicad programs. The types of problems
identified during this audit are preventable through the use of system edlits.

Recommendation No. 15:

The Department of Health Care Policy and Financing should work with Consultec, the
State's Fisca Agent, to implement additiona system edits and controls to address the
types of issues identified during this audit, increase oversight of edit resolutions, and
increase monitoring of Consultec’s training of staff. Further, the Department should
perform ongoing review of the edits in place to ensure that edits are set and functioning
correctly and to identify areas for improvement.

Department of Health Care Policy and Financing
Response:

Agree. The Department has addressed many of the issues identified in the audit
and will continueto do so. Editsare dready in place to prevent payment for non-
benefits and to place a daily payment limit on acute home hedth services.
Beginning July 1, 2001, prior authorizations will be required for long-term home
hedlth services. The Department will continue to investigate ways of improving
edits over home hedth and HCBS. The Department has adso conducted an
investigation and produced a report on improving date of death informetion.

All edits have resolution text that ingtructs the individua handling the claim how to
process the specific claim pogting this edit. The Department and the fiscal agent

have regular, weekly meetings. The fiscal agent operations gaff and the State's
business andysts have been utilizing these weekly meetings to address editsin a
critica priority order. A schedule has been devel oped with completion defined in

July 2001. The Department will require the fiscal agent to provide enhanced

training and monitor staff for gppropriate implementation of the edits by August

2001.
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Cost Savings Could Be Achieved by
Revising Consultec’'sRole

Currently Consultec (the State’ sFiscal Agent) isresponsiblefor dataentering 100 percent
of dl PAR documentsfor the HCBS programs. In Fisca Y ear 2000 about 18,000 paper
PAR documents were submitted to Consultec for data entry. In total, Consultec staff
stated that they data entered about 33,000 paper PARs for al Medicaid programs in
Fiscal Y ear 2000.

Data entry of these PARsisboth time-intensive and costly. According to Consultec steff,
PAR approva and data entry can take up to 10 days. Services cannot be paid for until
the PAR is gpproved and data entered. Further, Consultec estimates that data entry of
each PAR cogts gpproximately $15.84 (not including overhead cogts). Eliminating
Consultec's data entry functions could result in savings of up to $285,000 for just the
HCBS PARs.

Allowing the SEPs to data enter the PAR documents and tranamit them eectronicaly to
Consultec would result in Consultec’ sbeing ableto diminate some dataentry staff and dso
decrease the ddlay in having services start for the clients. Further, eectronic tranamission
would diminate Consultec’s need for storing thousands of paper documentsthat are also
stored at the SEPs in the clients casefiles. The Department of Headlth Care Policy and
Financing has been looking into eectronic transmittal of PAR documents and hopes to
implement this process by September 1, 2001.

The Department of Hedlth Care Policy and Financing may be ableto redize additional cost
savings by diminating Consultec’ s data entry functionsfor other types of PAR documents
aswdl. If intotal Consultec data enters 33,000 PAR documents each year and the cost
of data entering those PARs is approximately the same as the cost for the HCBS PARS,
the total savings could be around $520,000 for one year. This does not include the
overhead costsrelated to PAR data entry, which would provide additional savings. Most
likely, Consultec would need to retain some staff to providetechnical support to agencies
submitting PARS, and some gtaff to handle problem tranamittals. Although therewould be
initid start-up cogtsto implement e ectronic trangmitta of PAR documents, we believethat
eiminating these data entry functions would result in long-term savings for the HCBS and
Home Hedlth programs.
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Recommendation No. 16:

The Department of Hedlth Care Policy and Financing should work with Consultec to
enable SEPs to transmit PARS dectronically to Consultec. Further, the Department of
Hedth Care Policy and Financing should review the other programs for which Consultec
data enters PAR documents and consider whether additional cost savings could be
achieved by getting al types of PARs éectronicaly transmitted to Consultec.

Department of Health Care Policy and Financing
Response:

Patidly agree. To establish more efficient trandfer of this necessary information
the Department has dready been working toward enabling the SEPs to submit
PARs to Consultec dectronicaly. The Department currently accepts eectronic
PARS from CFM C and specific PAR typescan be submitted through WINASAP
interactively. The Department will continue to investigate the feagibility of further
eectronic PAR submisson. The Department disagreeswiththeanadyssof MMIS
contractor cost savings generated by the required use of eectronic PARS.

Auditor’s Addendum

We estimated the cost savings using information provided by Consultec and
reviewed by Department of Health Care Policy and Financing staff. We believe
that the estimated cost savings is reasonable and reflects the amount that could
be saved if Prior Authorization Requests (PARS) were electronically transmitted
instead of data entered. The State needs to have an understanding of the
potential financial impact of adding or removing any required duties of the
contractor in order to negotiate future MMI S contracts.

Payment Methodology for HCBS and
Home Health Should Be Evaluated

During our audit we identified many problemswith the controlsin place over paymentsfor
HCBS-EBD and home hedlth services. Many of these problems occur because both
programs are currently funded on a fee-for-service bass. A fee-for-service payment



Report of The Colorado State Auditor 75

system inherently encourages providers to authorize and bill for services that may not be
medicaly necessary, and dso presents many opportunities for abusive billing practices.
This is because the more servicesaprovider billsfor, themorethe provider getspaid. As
a result, the Department of Hedlth Care Policy and Financing must spend large amounts
of money and time peforming postpayment clams review, reviewing provider
documentation, and trying to recover for payments that were made ingppropriately.
Additiondly, fee-for-service payment systems place dl financid risk on the State. Not
only isthe State at risk for paying for unnecessary services, but the State isaso a risk if
more services are provided than budgeted.

Other Colorado Medicaid programs have faced similar problems with fee-for-service
systems and have been able to overcome many of the problems by moving to amanaged
care or capitated gpproach for providing servicesto recipients. One exampleof thisisthe
Colorado Mental Health program. Under a capitated approach a gatekeeper agency
(specificdly the Mental Health Assessment and Service Agency - MHASA) ispaid a set
dollar amount for every Medicaid-digible within their catchment area. For this amount,
the MHASA must provideal medicaly necessary servicesto dl clientswho need services.
This gpproach minimizes the risk to the State of ingppropriate billing practices and
supplemental budget requests.

PACE Providesa Model of Capitation for HCBS and
Home Health Services

The Program of All-inclusve Carefor the Elderly (PACE) isanother optiona nursing home
diversgon program available to Medicaid-digible individuas over age 55 who are at risk
for nursing home placement inthe Denver metro area. Likethe HCBS program, al skilled
and unskilled services are provided to the participants outsde of a nursing facility. This
program differs from the HCBS program because a gatekeeping agency, or PACE
provider agency, operatesvery much likean HMO. The PACE provider receivesafixed
dollar amount per program participant, and for this amount the provider must provide dl
necessary services, including both skilled and unskilled servicesto the participants. Infact,
if aPACE participant isrequired to be placed in anursing home, the PACE provider must
pay for that person’s nursing facility care out of the capitated payments that it receives.

Under this modd, the State has placed the financia risk of the program on the PACE
provider. The Statecan moreessily estimatetheannua cost of the program becauseit will
only be responsible for paying afixed amount per program participant.
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Managed Care Approach Must Be Well Planned

When moving from a fee-for-service system to a managed care system for providing
services, program administratorsneed to makeimportant decisions. Specifically, decisons
about who the gatekeeper should be and how many gatekeepers to have, what services
the capitated program will cover, what population of clients the capitated program will
serve, and most importantly, what the structure of capitated payments should be.

If capitation isimplemented in awell-thought-out manner, it should operate a lessthan the
cost of what the services would have been under the fee-for-service method. The key
component to having acost-effective managed care program isto have the capitated rates
set appropriately. Therisk in rate setting isthat if the rates are set too high, the program
will most likely cost morethan it would have under fee-for-service. If therates are set too
low, the State puts the service providers at risk for bankruptcy and faces a Situation of
losing many care providers for the people being served.

In Footnote 51 of the Fiscal Year 2002 Long Bill the Generd Assembly asks that the
Department of Health Care Policy and Financing look a managed care modds for both
inditutional and community long-term care. We would also encourage the Department of
Hedlth Care Policy and Financing to begin looking at managed care moddsasameansfor
controlling the costs of these programsand minimizing therisk to the State of ingppropriate
payment and overspending. If the Department of Hedlth Care Policy and Financing
chooses to move to a managed care approach of providing these services, we strongly
recommend that the Department of Hedth Care Policy and Financing improve its use of
aggregate data and seek the assistance of an actuary for setting up the capitated rate
gructure. Thisisnot only to ensure that appropriate rates will be set, but also to provide
the State with a third-party perspective on the rate-setting process.

Recommendation No. 17:

The Depatment of Hedth Care Policy and Financing should begin evauating the
programmatic and fiscal benefits of moving the HCBS and Home Hed th programstoward
amanaged care gpproach of service provison and payment.
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Department of Health Care Policy and Financing
Response:

Agree. The Department will continueitsinvestigation into utilizing amanaged care
approachfor longterm care. Recent litigation regarding HM O ratesrai ses serious
concerns about any expanson of managed care. The Department will providethe
Auditorswith acopy of the Footnote 51 report that will addressthe managed care
issue and is due to the General Assembly in January 2002.
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Eligibility Deter mination and
Management of Care

Chapter 4

| ntroduction

As discussed in the Overview Chapter, for a person to be digible for Home and
Community Based Servicesfor the Elderly, Blind, or Disabled, (HCBS-EBD), a person
must be (1) a least 18 years of age and have afunctiond impairment, (2) requirethelevel
of care provided by anursing facility, and (3) generdly, earn less than $1,590 per month
and havetotd resourcesof lessthan $2,000. Currently thedigibility determination process
for HCBS sarvicesis atwo-step approach. The first step isfor the applicant to apply for
sarvices a the Single Entry Point (SEP) agency intheir area. The SEP then conductsthe
iniia functiona assessment and preparesaninitial plan of carefor theclient. The SEPthen
forwardsthe assessment to the Col orado Foundation for Medical Care(CFMC). CFMC
is the agency that the Department of Health Care Policy and Financing contracts with as
its Peer Review Organization (PRO) and utilization review contractor. The Department
of Hedlth Care Policy and Financing has delegated find digibility determination authority
to CFMC for the HCBS programs.

Inaddition, the SEPs were created to increase access to care and management of carefor
HCBS program participants. The SEPs dutiesinclude performing the initial assessment
of clients, creating a plan of care for HCBS services, and providing case management
sarvicestodl digibleprogram participants. The SEP system was created to provide equa
accessto carefor dl Medicaid-digibleindividuasthroughout the State who are at risk for
nursing facility placement. Currently there are 25 SEPs in Colorado serving 25 different
catchment areas. For additiona information on services and number of clients served by
each SEP, see Appendices A and B.

During our audit we performed record reviews at each of five SEPs across the State. In
one review, we sampled 138 client files and reviewed them for compliance with various
case management timelines, documentation standards, and client functionaity ascompared
with service authorization. We adso reviewed 67 of these client files for service
authorization practices and compared services authorized with services paid for. These
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samples are not considered to be statisticaly valid samples, and therefore, error rates
cannot be projected to the general population reviewed. These reviews resulted in
identification of severd areas in which digibility determination and management of care
could be improved.

Structure of Community Long-Term Care
Should Be Reviewed

During our audit wefound someoverall program structureissuesthat should be considered
by the Department of Hedth Care Policy and Financing as it continues in its mission to
provide long-term care to individuasin the community. Thetwo issuesof concernare (1)
definitively identifying the popul ation of individua sthat can be cog-effectively servedinthe
community, and (2) determining how to serve the group of individuas that is in need of
prescription drug coverage, cannot afford the prescriptions on their own, and are not
eigible for other Medicaid programs.

Community Long-Term Care Should BeEqual Toor Less
Costly Than Ingtitutional Care

As discussed in Chapter 3, there are someflawsin theway that HCBS service limitshave
been st to ensure that serving individuas in the community is equd to or less expensve
thanthe cost of nuraing facility care. One of these flawsisthat the home hedlth component
to community care is not considered when determining whether a person applying for
HCBS services can cod-effectively be served in the community. Our audit found that
about 20 percent of individual s getting both home health and HCBS services exceeded the
average codt to care for an individua in anurang facility. In totd, the State spent over
$14.5 million more to serve these individuasin the community than what the average cost
would have been to serve these individudsin a typica nursng home or other inditution.

With costs for long-term care in the community increasing rapidly (over 200 percent over
the lagt 9x years for both the HCBS and Home Hedth programs), it is criticd that the
Depatment of Hedth Care Policy and Financing clearly defines the population of
individuds that can be cogt-effectively served in the community as opposed to in an
inditution. There is an important balance that must be maintained: consderation of an
individud’ s desire to be cared for in a home setting versus the cost to the taxpayer when
such care sgnificantly exceeds nurang facility care. This balance necessarily involves
important public policy questions.
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I ndividuals Seeking Prescription Drug Cover age Often
Find Long-Term Care Their Only Alternative

Our casfile review of 138 filesidentified 14 instances, and information provided by staff
at the five SEPs we vidted identified an additiond 12 ingtances, where individuas who
were not in need of long-term care gpplied for and were determined digible for HCBS
sarvices. Our casdfile reviews reveaed individuds receiving HCBS services who are
capable of holding down aregular job, mountain biking frequently, or are generdly highly
functioning individuals. The prevaence of these cases was reinforced in our discussions
with case managers and other SEP staff who aso identified severd clients not included in
our cadfile review that are highly functioning individuds. In some cases the individuas
may have had organ transplantsthat require substantia drug trestments. If theseindividuas
went without the costly prescriptions needed to maintain their hedth, they could eventualy
need long-term hospitdization or ingtitutiondization.

Generdly, these individuas had income greater than what they are dlowed in order to
qudify for other Medicaid State Plan benefits such as prescription drug coverage, while,
at the same time, in some cases their income was insufficient to pay for the expengve
prescriptions. However, the financid digibility limitations for long-term care are much
more liberd and dlow individuds to have higher income levels and 4iill be eligible. Once
digibility is obtained for long-term care, al other Medicaid services are dso available to
those individuds. The chart below demondrates the financid digibility requirements for
Medicaid State Plan benefits versus long-term care.
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Medicaid Financial Eligibility Requirements
for Long-Term CareVersus Non-Long-Term Care!

Long-Term Care Non-Long-Term Care

Income Limitations | $1,590 per month $567 maximuny

Income Exclusons |+ Unlimited exduson for
income above
$1,590/month that is placed
in an income trug, payable
to the State upon the client’s

desth or discontinuation
from services. «  $20 per month income other
« Unlimited spousd income. than SS
Total Resource « $2,000 for applicant
Limitations « $87,000 for spouse of « $2,000 for gpplicant
applicant. « $3,000 for couple

Source: Office of the State Auditor Analysis of information provided by the Department of Health Care

Policy and Financing Staff.

!Financial eligibility isacomplex issue with many factorsinvolved. Thistable demonstrates asimplified
version of the key differences between financia eligibility for Long-Term Care and financia eligibility for
Non-Long-Term Care but is not intended as a comprehensive eligibility determination tool.

2 Thislimitation isfor Old-Age Pension participants. There are lower-income limits for other eligibility
categories.

As shownintheabovetable, thefinancid digibility limitationsfor long-term care programs
are much lessredtrictive than those for individuads not eigible for long-term care. Because
of this, the long-term care programs, and specificaly community long-term care options
such as HCBS, atract individuas who do not meet the criteria of needing nuraing fecility
level of care but who do need other types of medica coverage.

In Colorado, Medicaid programs are categorica digibility programs (a condition of
participation in Medicaid programs). Therefore, individuas must meet the income
requirements of the categorica digibility programs in order to be eigible for Medicad
State Plan services, including prescription drug benefits. However, Colorado has not
chosen to implement amedically needy program to provide services to additiona people
who are above theincome limits of categorica digibility, but whose incomes fal short of
being ableto afford their medical care. Asaresult, many people who would be medicaly
needy are served in long-term care programs (where alowed income is higher than for
those not in need of long-term care).
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Medically Needy Programs May Offer Some Relief

The option to have amedicaly needy program dlows satesto extend Medicaid digibility
to additiond qudified persons who may have too much income to quaify under the
categoricaly needy groups. This option alows the participants to “spend down” to
Medicaid digibility by incurring medica or remedid care expensesto offset thair excess
income, thereby reducing it to alevel below the maximum alowed by that Sate€ sMedicad
plan. States may aso dlow families to establish digibility as medically needy by paying
monthly premiums to the state in amounts equd to the difference between family income
and the income digibility sandards.

Hlighility for the medically needy program does not have to be as extensve asthat of the
categoricaly needy program, and services can be limited. According to Department of
Hedth Care Policy and Financing staff, as of 1995 there were 40 medically needy
programs in other Sates, which provided at least some services to participants.

Unfortunately, beginningamedicaly needy programin Coloradowouldlikely beextremdy
expensve and would be funded by 100 percent generd funds. Additiondly, amedicaly
needy program would open up service coverage to many more individuas than just those
coming to the HCBS system because of prescription drug benefit needs. It may be more
cogt-effective to provide services to these individuas under the long-term care program;
however, this may not be alowed by federd regulation.

According to saff at HCFA, intentiondly serving individuas who do not meset the criteria
of needing nursing facility level of careisaviolation of thefederd regulaions. Specificdly,
Title 42, Section 441.301(b)(2)(iii) C.F.R., states that under the HCBS program:

Services are furnished only to recipients who the agency determines
would, in the absence of [HCBS] services, require the Medicaid covered
level of care provided in: A) a hospitdl, B) a Nursing Fecility, or C) an
ICF/MR [Ingtitutiond Care Facility for the Mentdly Retarded].

Conversdy, staterulesallow CFMC to usetheir judgment in caseswhere clientsare more
highly functioning or do not at the time of gpplication need nursing facility leve of care. For
highly functioning clientsaready receiving HCBS sarvices, CFM Cisto determinewhether
they have become dependent upon HCBS services and whether the client’s condition
would deteriorate to that of needing nursing facility level of care within Sx months of the
annua reassessment.
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The federad regulation does not address any timelines for when a recipient would need
nurang facility level of carein order to be considered digible for HCBS services. Asa
result, the State’ s rule and federa regulations may be conflicting with respect to the way
that adient’s need for nuraing facility leve of careis determined, and serving individuds
who do not meet thisleve of care at the time of application or reassessment could be in
violation of the federd regulaions.

Important Decisions Should Be Made for Community Long-
Term Care

At this juncture, there are some important decisions to be made by the Department of
Hedth Care Policy and Financing, and the Colorado Generd Assembly in terms of what
populations of people the community long-term care programs in Colorado are intended
to serve. Specificaly, iscommunity long-term care meant to serveindividuaswho cannot
be cog-effectively served in the community, and do our HCBS entrance screening
processes support these decisons? Also, are the community long-term care programs
designed to serve individuas who do not necessarily need indtitutiond care but who have
other extensive medica needsbeyond theirincomelimitations? By servingindividuaswho
do not need indtitutiona care, arewe putting the State at risk for being pendized by HCFA
for violating our grant agreement? Colorado needs to make some specific decisons on
how to serve these popul ations of individuas, how to do so withinthe Medicaid rules, and
how to serve them cogt-effectively.

Recommendation No. 18:

The Department of Hedlth Care Policy and Financing should work to more clearly identify
the populations of individua sthat areto be served in the State’' scommunity long-term care
system (Home and Community Based Service programs). At a minimum, this should
indude the fallowing:

a. Review of individuads whose tota community care is more costly than nursing
fedlity care, and a determination of whether they should be served in the
community. Included inthiseva uation, the Department should review itsscreening
tools for the HCBS program and determine whether additional tools are needed
to prevent individuas from receiving community long-term care when their leve
of need istoo grest for that care to be cost-effective.

b. Review of dl options for dedling with the problems of individuds in need of
prescription drug benefits. This should include an evauation of whether these
individuas should continue to be served in the HCBS program, even though they
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do not need indtitutiona care, and whether thisisalowable under Medicaid rules,
what the other options are for getting these individuas prescription drug coverage
and, aso, the cost impacts of dl options.

Department of Health Care Policy and Financing
Response:

Agree. The Department will more clearly identify the populations that are to be
served by the HCBS program. It will complete review of those individuals
currently being served whose cost of community care exceedsthe average cost of
nurang home care. This review will be completed by October 31, 2001. The
Department will evauateindividua swho may not requireingitutiond carebut who
may be using the HCBS program as a method to access prescription drug
coverage.

The Department received funding in this year's Long Bill for revison of the
screening tool used to establish long term care digibility. It is expected that the
research, development, testing and training required to implement anew screening
tool will result in the implementation of a new tool in July 2003. The new
screening tool should more accuratdy identify clients in need of long term care
services.

Assessment and Eligibility Processes
Should Be Improved

Currently the client assessment process is separate from the digibility determination
process. The Single Entry Point (SEP) agencies assess the client’s functiondity usng
standards established in the ULTC-100 assessment document. SEP staff meet with the
client in person, in the client’s home, and verify dl information related to assessment
criteria. SEP gaff do not determine whether the client isactudly digible. The ULTC-100
is forwarded to CFMC (the State's Peer Review Organization) for fina eigibility
determination  Upon receipt of the ULTC-100, CFMC ether data enters and
automaticaly approves the client for services, or does a desk review of the ULTC-100
and then approves or denies digibility. During our audit we found that digibility
determinationcould be streamlined. Restructuring the assessment and digibility processes
will result not only in cost savings but aso in amore effective screening process.

In our sample of 138 client records we identified 14 clients who should not have been
approved for services. The five SEPs we vidted identified an additiond 12 clients, not
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included in our sample, who they believe should not have been gpproved for services by
CFMC. Indl 26 casssthe dientswere ether highly functiond or the physcian’ sreferrd
specificaly sated thet the client did not need long-term care. During Fisca Year 2000
these clients received nearly $109,000 in HCBS services and an additiona $164,000 in
other Medicaid State Plan benefits. We bdlieve that the high rate of inappropriate
gpprovas and resulting cogtsisrelated to the fragmentation of the assessment and digibility
determination processes.

Separating the processes of assessment and digibility determination aso resultsin higher
adminidgrative costs. During Fiscal Y ear 2000 the Department of Hedlth Care Policy and
Financing paid SEPs about $2.6 million (about one-fifth of total SEP payments) for client
assessments and CFM C nearly $500,000 for determining digibility. CFMC'sreview of
the ULTC-100 does not add any new information to the assessments performed by the
SEPs. Asaresult, the additiond step of having CFMC determine digibility either through
data entering or doing a desk review of the paperwork aready prepared by the SEPsis
unnecessary. In addition to being codtly, a two-step gpproach for digibility determination
increases the time a client will have to wait to receive services We bdieve that the
functions of assessment and digibility determination could easily be combined for amore
codt-effective and time-efficient sysem. The Department of Hedlth Care Policy and
Fnancing is currently in the process of exploring other options for moving severd of
CFMC's current duties to the SEPs, including dlowing SEPs the authority to make
digibility determinations

Recommendation No. 19:

The Department of Health Care Policy and Financing should evauate the costs and
benefits of combining assessment and digibility determination, and establishing an
independent third-party review of these processes.

Department of Health Care Policy and Financing
Response:

Agree. The Depatment isin the middle of a large redesign implementation that
will combine the SEP assessmentswith SEP determinations of admission or denia
to long term care programs. CFMC will stop work on dligibility determination in
March of 2002. The Department anticipates hiring a balance of state contractor
to provide oversight of the process, to monitor consistency with SEPs, and to
conduct long term care reviews that SEPs are unable to assume.
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Paymentsfor SEPs Should Be Revised

SEPsare currently paid $855 for each person who isdetermined eigiblefor services. The
Department of Health Care Policy and Financing limits the tota number of digible dlients
that it will pay each SEPfor based on past history. However, for these dollars, SEPs must
provide services to anyone who is determined eigible, regardiess of whether the SEP has
already reached the maximum number of dientsfor which they will bepaid. Thispayment
to the SEPsisto cover the costs of providing assessment, case management, information,
referra, and resource development. Persons may be determined ineligible because they
do not meet financid or functiona requirements or because they do not fill out al the
required paperwork. The SEPsare not paid for ingligible clients, even though they do the
same work to assessthe potentia client. According to the SEPs, being paid only for those
determined digible providesincentive to moreliberaly assess peoplewho may not qualify
for services so that they will be determined digible.

During our audit we asked the five SEPsin our sample areasto estimate what it coststhem
to assess a person for HCBS dligibility and complete the necessary paperwork. On
average, SEPs reported that it costs them approximately $170 per person, (or afifth of
what the SEP gets paid to serve an digible client for an entire year). 1f the SEP assesses
aclient and that client is not determined digible, the SEP must cover the codts of the
assessment out of the fundsiit receives for the other digible individuasit is serving. With
assessment cogts at about onefifth of the entire SEP payment amount, it is easy to
understand why an SEP would have an incentive to have clients determined digible.
Bighilityisdenied for 7 percent of new client applicationsand annud client reassessments.
This equates to about 1,100 client gpplications for HCBS services being denied, and the
SEPs do not receive any payment for the assessments performed on these clients.

Inasurvey of al the SEPs, we found that 67 percent preferred dternatives to the current
payment methods for providing assessment and case management services. Paying the
SEPs separately for assessment and ongoing case management services could be a
beneficid dternative to the current payment sysem. SEPs we interviewed stated if they
were paid for assessment separately, they would spend more time looking for dternative
savices for clients, which could result in savingsfor the HCBS program. Asdiscussed in
Recommendation No. 23 later in thisreport, there may be additiona opportunitiesfor the
Department to identify incentives for SEPs to research aternative resources for clients.

If the Department of Health Care Policy and Financing choosesto give SEPs authority for
find digibility determination as discussed in Recommendation No. 19, separate payment
for assessment and digibility would provide an additiona control to ensure that SEPs are
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not determining individuas digible in order to receive payment. Conversdly, providing a
base amount for each person assessed could potentialy provide an incentive to assess
more people than necessary. As a control measure for preventing unnecessary
assessments, we would encourage the Department of Health Care Policy and Financing
to limit the number of assessments that each SEP will be paid for based on past trends
(gmilar to the limits the Department of Hedlth Care Policy and Financing has dready set
on the SEPS current payment for digibles).

Recommendation No. 20:

The Department of Hedth Care Policy and Financing should evaluate how SEPs are
currently paid by piloting different payment arrangements for SEPS assessment and
0NgoiNg case management activitiesto maximize the benefit to the SEPswhile ensuring that
date and federa resources are used efficiently.

Department of Health Care Policy and Financing
Response:

Agree. The Department agrees that the payment system for SEPs should be
reviewed. The Department will explore dternative payment sysems and will
implement a new, budget neutrd, rate system by July 1, 2002.

SEPsHave | nconsistent Service
Authorization Practices

During our dte vigtsto asample of five SEPs, we found that the SEPs areinconsigtent in
their management of the HCBS program. Specificaly, each SEP has a different service
authorization methodology and there is no standardization between SEPs. The lack of
sandardization creates confusion for clients transferring between SEPs because they
expect the same services a each SEP, and thisis usualy not the case. We found the
following problems with inconsistent service authorization:

* In many instances more serviceswer e authorized than wereused. During
our Site vigts at five SEPs we found many instances where there was a large
volume of services authorized that were not used. For 63 of the 67 clientsin our
cdamsreview sample, we reviewed claims paid and compared these clams with
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the units of service authorized on the PAR(S) within Fiscd Y ear 2000. Wefound
instances where case managers continued to authori ze services during subsequent
PAR periodsthat were never used and, in some cases, even increased the number
of services. On average, we found that about 20 percent of the services
authorized for these 63 clients were never used. Some of the most highly
overauthorized types of servicesinclude aternative care facility, and respite care
with 98 and 94 percent of the units authorized (respectively) not used.
Additiondly, for these 63 clients about $75,000 in personal care and $21,000 in
nonmedical transportati on serviceswereauthorized but not used. Thisinformation
indicates that some services authorized by case managers are unnecessary or
unwanted.

Casemanager ssometimesstrongly encour ageclientstotakeunwanted or
unnecessary services. In our case file review we found some cases where
services were authorized that the client didn’t want. In one instance the client was
getting eectronic monitoring (lifdine) and did not want the service. The dlient
broke the unit on &t least one occasion and eventually the service was taken out.
In another instance the dlient was homeess and clearly did not want any services,
but he was authorized for servicesin an dterndive care facility anyway; after one
day, this client left the HCBS program. We observed case managers asking
cientsif they would like to have another family member, who was dready helping
out with the client’s care, get paid for these services. We aso observed case
managers trying to increase the need-for-paid-care score on the client's
assessment form in order to get the client more Home Care Allowance money.

Additiondly, we found sgnificant differencesin the authorization of the following types of
SErVices.

Respite Care: During our Ste vigts we found that some of the SEPswe visited
included respite care on most of their PARS as an emergency backup measure.
They stated that it is easier to include respite and never use it than to try to get
respite if it is needed unexpectedly. According to Hedth Care Policy and
Fnancing staff, the SEPs are not supposed to be authorizing services for
emergency purposes, they should only be authorizing servicesfor what is needed.

Home M odifications: Wefound that two of thefive SEPswe visted authorized
home modifications more frequently than the other three areas.  An andysis of
home modificationsfor the State asawhole reved ed that 12 percent of the clients
served by one SEP received home modification services, whilelessthan 1 percent
of clients at another SEP received home modification services. The Department
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of Hedth Care Policy and Financing has not done a review of service types to
determine the reasonability of the variances between SEPs.

Personal CareProvider and HomeHealth Aide Per sonal Care: AtoneSEP
we visted, hours were authorized on the PARS for homemaker servicesthat the
home hedlth agency was dso authorized to provide in the clients home hedth
plansof care. Thismakesit very difficult to identify duplication of duties between
home hedlth and HCBS and dlows providers to more easly duplicetively bill for
these services because they are authorized both on the PAR and on the home
hedlth plan of care.

General ServiceAuthorization: During our Stevigtswefound that some SEPs
cons stently authorized services close to the cost containment limit. These SEPs
authorized multiple types of services for each client, while other SEPs authorized
only one or two types of services, most commonly persona care provider
sarvices. When this was discussed with one SEP, who was noted for nearly
adways authorizing services close to the cost containment limit, the Director of
HCBS at the SEP sad that they were able to authorize more services because
there were more providersin their area. However, the idea of management of
careisto authorize services that are necessary, not to authorize as many services
as can be obtained.

SEPs Need Accessto Claims Datato Manage Care
and Costs

One reason we bdlieve there is a high occurrence of claims overauthorization isthat the
SEPsdo not have accessto the clams dataand therefore cannot andyze service utilization
patterns. Clamsinformation isfound on the Medicaid Management Information System
(MMIYS). Because SEPs do not have access to this information, they do not know what
services were actualy used or billed for. As a result, SEPs cannot effectively manage
client care, plan future services, or ensure that providers are supplying the units of service
they are contracted to provide for aclient. During our review we identified some areas
where access to claims data would improve services provided by the SEPs.

Case manager s could improve service authorization practices and better
manage client car e. Asdiscussed previoudy, wefound that case managersoften
continue authorizing services that the client never uses, such as large amounts of
persona care services, adult day care, and respite care.  Further, SEP staff
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interviewed gated that it is difficult to manage client care without knowing what
sarvicesthe dlient is actudly recaiving or using.

* SEPs could help the Department of Health Care Policy and Financing
identify abusive billing practices. SEP g&ff interviewed sated that having
access to the clams data would not only help them manage care to the client but
aso identify instances of ingppropriate billing by service providers. Case
managers often know when dientsare not receiving services(e.g., theclientisout
of town, has family vigting, or isin anurang facility or hospitd) and, as areault,
could more eadly identify when providers may be billing for servicesthat were not
provided.

» Additional cost containment measures could be initiated. If the SEPs had
accessto clamsdataon their clients, the SEPs could have performance measures
in place requiring them to keep servicesto clientswithin aspecified dollar amount,
or budget. Further, SEPs could more easily track the types of services used by
ther dients and identify instances where certain types of servicesmay beover- or
underutilized.

Case managers cannot be expected to control costs or tailor PARS to meet the needs of
clientswithout accessto the data on what services have been provided and used. Further,
the SEP s ahility to control codts is limited without access to data on what clams have
beenpaid. Inconsstent service authorization methodol ogies can a so present problemsto
the clients who have to transfer to adifferent SEP. Additiond information demondtrating
the differences in service methodology can be found in the tablesincluded in Appendix A.

Recommendation No. 21:

The Department of Hedlth Care Policy and Financing should provide training to case
managers and SEP staff on appropriate service authori zation methodologies. Thisshould
include training on how to discuss service options with the clients and dso when and if to
authorize services as an emergency precaution.

Department of Health Care Policy and Financing
Response:

Agree. The Depatment will emphasize gppropriate service authorization
methodologiesin its next round of SEP training sessonsin Fal, 2001. Inthe FY
2002 contract with the SEPs, there is a new performance outcome measure
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encouraging stronger SEP controlson service utilization. Thecontract providesthe
SEPsmay experiencealossof any consumer priceinflationincreaseif the services
authorized by the SEP are over stated by 10 percent.

Recommendation No. 22;

The Department of Health Care Policy and Financing needsto work with the State’ sFiscal
Agent and the SEPsto devel op amechanism for the SEPsto access claimsinformation for
the clients they are serving.

Department of Health Care Policy and Financing
Response:

Agree. The Department agreesthat improved accessto client dam activity would
improve the effectiveness of case managers. In consultation with its fisca agent
and SEPsthe Department will study dternativesfor providing gppropriate clams
datato SEPsto assgt them in cogt-effective case management. The Department
will identify for the SEPs the best available information tools for the SEPs by
November 1, 2001.

Case Managers Do Not Always Follow
Guidelines

During our Site vidts we found that, in some instances, case managers are not properly
following case manager duties or functions. The SEP case manager is responsible for
providing ongoing case management to the SEP client. Specificdly, the case manager is
required to determine aperson’ sligibility for services, assesstheclient’ sfunctionaity and
need for services, develop and implement a plan of care, coordinate and monitor service
delivery, evauate service effectiveness, and reassesstheclient. In performing theseduties,
the case manager isrequired to contact the client quarterly, review the care plan, and meet
withthe client and hisor her family and providers at least once every Sx monthsto ensure
qudity servicesare provided in accordance with the client’ scare plans. During our review
of 138 SEP case files we found some specific problemsincluding:

» Casemanagershavevery little contact with service providers. During our
casefilereview wenoted that therewas very little evidence of communication with
the service providers mentioned in the files asis required by the SEP procedures
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manud. We found that for 11 percent of the case files we reviewed, the case
manager did not have evidencethat they were monitoring services provided by the
providers. We aso found that for 21 percent of the case files there was no
evidence that the case managers were monitoring the agreement between the
service provider and the client. There was no evidence that case managers had
reviewed the quality of care provided by the service providersin 14 percent of the
files in our sample. Effective management of care requires communication
between the client’ s case manager and service providers.

* There isno tracking of the time between when a client is approved and
when the client receives services. According to regulations for the HCBS
program, there can only be 90 days between when a client is approved for
servicesand when aclient first receives services. During our entire review weonly
found one casefile that listed the date when the client first received services, and
thiswas only listed because there were problems withthe service. Because case
managers do not track thistime frame, there is the potentid for clientsto have to
wait extended periods of time before they receive services. As aresult, clients
could possibly be injured because they are not receiving the services they need.
Inaddition, it isdifficult for the State to monitor the performance of case managers
and service providersin complying with these requirementsif theinformation isnot
tracked in the client’s casdfile.

* TherewerecalculationerrorsonthePrior Authorization Requests(PARS).
For 17 per cent of the casefilesin our samplewefound that PAR documents
hadbeen miscalculated. Thesemisca culationsincluded misca culationsaffecting
the cost per day, whichiscompared with the cost containment amount. Oneclient
in our sample actualy had services authorized that exceeded cost containment.
Consultec approved these PARs. The MMI S system does not have the basic edits
in place needed to identify instances where client services are in excess of cost
containment.

» Case managers are not identifying alternative resources, other than
HCBS, for clients. In our case file review we found little evidence of case
managers developing or searching for services outsde of the HCBS program that
would asss in serving the dlient. Some of the possible dternatives might include
hdp from the client's family members, churches, or other nonprofit service
agencies. We found that for 61 percent of the files in our sample there was no
liging of additiona resources. The development of outside resources in the
community is not only one of the required case manager duties, but could aso
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result in acogt savings to the State and the HCBS program if the client could be
referred to other resources.

* The casefileswerenot in order, and the documentation was not legible.
One of the SEPs we visted had dl of their closed files thrown in manilla
envelopes. With no gpparent order, it was very difficult to locate specific forms
withinthefile. At another SEP some of the information from their closed fileshad
been thrown away induding important documentation like the PARs. At most of
the SEPs we visted the case manager notes were hand-written and difficult to
decipher. Additiondly, 11 percent of the files we sampled were difficult to read
because the case manager notes were not in any specific order.

Many of the problems we identified relate to the fact that the mgority of SEPs il have
manud casefile sysems. Automated casefile systemstypicdly include functionsthat serve
as reminders to case managers to take actions, as well as make monitoring of case
management easer.  Currently case management functions are somewhat lacking.
Communicationwith service providersis not occurring as frequently asit should be, case
managers are not researching outside resources, and the length of time it takes for clients
to receive ther firs service is not tracked. Although al of these functions are
responsibilities of case managers, it isdifficult to monitor the case managers performance
because of the conditions of thefiles. For these reasons, we believe that the Department
of Hedlth Care Policy and Financing should take action to ensure that the quality of case
management services provided to HCBS participants is improved.

Recommendation No. 23:

The Department of Hedlth Care Policy and Financing should work with the SEPsand case
managersto devel op additional proceduresfor case managers and SEP staff to ensurethat
dient careisbeing managed properly. These procedurescould includeevauating the costs
and benefits of:

a. Devdoping a dtatewide automated system that would track all pertinent
informationincluding the case manager contactswith clientsand providersand the
lapse of time between when services are gpproved and when they are actualy
received. Thiswould create a sandardized format for tracking important client
and case manager information.

b. Developing an incentive program to encourage case managers and SEP gaff to
research and develop outside services for their clients in the community.
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Department of Health Care Policy and Financing
Response:

Agree. Aspart of its assessment instrument revison project, the Department will
eva uate automated assessment and case management systems.  The Department
will completeits evaluation by February 2002.

As part of its reevauation of the SEP payment system, the Department will seek
appropriate incentives for identification of outside services.
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Administrative Oversight
Chapter 5

| ntroduction

The Home Hedth and HCBS programs involve a complicated web of interagency
involvement. The Department of Hedlth Care Policy and Financing isthelead agency and
contracts with other agencies to oversee and provide coordination for HCBS and home
hedlth services. Specifically, the Hedth Facilities Divison (the Divison) is contracted to
oversee and investigate service provider quality of careissues; the Department of Human
Services (DHS) is contracted to review the activities of the 25 Single Entry Point agencies
(SEPs); and the 25 SEPs are contracted to provide assessment, service planning, and case
management servicesto HCBS program participants. We found severd instances where
oversght and communication among al agenciesinvolved should be improved.

Oversight of the SEPs

As previoudy dated, the Department of Human Services (DHS) monitors the SEP
contractors under a cooperative (interagency) agreement with the Department of Hedlth
Care Pdlicy and Financing. DHS's oversight responsibilities include training, technica
asstance, monitoring, and making recommendations to the Department of Headlth Care
Policy and Financing regarding provider certification, and financia auditsfor SEPagencies.
Our review concentrated on the oversght components of DHS sreview including DHS' s
monitoring, certification, and financid audits of the SEP agencies. We found room for
improvement in severa aress.

Financial Compliance Reviews

DHS s respongble for conducting on-site financia compliance reviews (FCRs) for each
SEP agency. Thefactorsdetermining thefrequency of the FCRsaremutualy agreed upon
by DHS and the Department of Health Care Policy and Financing. The review islimited
to an examination of the program expenditures and the reimbursement of these costs
reported by the SEP system. We identified the following problems with the FCRs:



98 Home and Community Based Services and Home Health Services Performance Audit - June 2001

* Financial compliancereviewsperformed by DHSar enot timely, consistent,
or cost-effective. The most recent Financid Compliance Reviews (FCRS)
conducted at four out of the five SEPs we visted werefive years old, conducted
inFisca Year 1996. Another SEP had their review in Fisca Year 1999 for the
three-year period covering 1997, 1998, and 1999. Additionaly, oneof thelargest
SEPshasnot had areview since 1996. Intota, for thefive SEPswevidted, DHS
recovered about $400,000 asaresult of the compliancereviews. DHS explained
that they try to conduct these audits every threeto four years, but only one of the
five had had areview in that timeframe. Since the recoveriesresulting from these
reviews are Sgnificant, the reviews should be conducted annually.

» SEPs are not reverting the unspent monies without a review. SEPs are
required to revert any funds that they received but did not spend during the Fiscal
Year. However, for the five SEPs in our sample area, DHS recovered about
$260,000 in funds that the SEPs did not spend and that were not reverted prior
to DHS's review. Although there is some confusion between Department of
Hedlth Care Policy and Financing and DHS staff asto whether SEPsarereverting
fundswhen compliance reviews are not conducted, our review confirmed that the
SEPs are not reverting the funds for yearsin which they do not receive afinancid
compliance review. The Department of Hedlth Care Policy and Financing should
indude pendlties and logt interest in the SEP contracts that ensure SEPs comply
with requirements to revert unspent funds.

WithHCBS program cogtsincreasing greetly each year, it isimperative that the oversght
proceduresin place concentratethe r effortson reviewing issuesthat directly relateto client
careand cogt control. As aresult, we believe that the Department of Human Services
should improve the oversight of the SEPs. Itispossblethat financid compliancereviews
could beincluded as an agreed-upon audit procedure during the counties' annual financia
audits. If this were done, DHS could review the results during its desk review of the
financid audits. Recoveriesfrom the annua compliance reviewswould offset someor dl
of the costs of the more frequent reviews.

Recommendation No. 24:

The Department of Human Services should work with the Department of Hedlth Care
Policy and Financing to identify the most cogt-effective methods for having financia
compliance reviews completed more frequently. Some options are to (1) include the
reviews in the annud financid audits of SEPs. Thiswill likely result in Hedth Care Policy
and Financing providing additiona funds for the annud financid audits; or (2) require
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reviews to be completed each year or on a more frequent bass than is currently being
done.

Department of Human Services Response:

Agree. The Department of Human Services will be happy to work with the
Department of Health Care Policy and Financing to identify the most cost effective
methods for having financia compliance reviews completed more frequently.

Recommendation No. 25:

The Department of Hedth Care Policy and Financing should include enforcement actions
in the SEP contracts that penalize the SEP for not reverting funds in accordance with

Department policy.

Department of Health Care Policy and Financing
Response:

Agree. The Department will explore requiring the SEPsto, periodicaly during the
contract year, complete and submit a credit balance report. The report will be
desk reviewed by Department staff. The Department will consider pendties for
not reverting unexpended funds as part of its review of its SEP payment
methodology. Enhanced financiad compliance reviews will be necessary to
accurately identify unexpended funds. Thiswill beincorporated in SEP contracts
for FY 02-03.

On-Site Reviews

According to the interagency agreement, DHS is required to conduct on-site monitoring
at least once ayear or, as otherwise agreed, before the end of the certification period for
each SEP agency. DHS performs on-site reviews for annual certification purposes.
During the on-dite visit, DHS looks a agency performance in both the administrative and
the case management sections of the agency and a casdfile review is conducted.
According to DHS g&ff, follow-up to on-dte vigts typicaly occurs three months or later
after the previous vist for compliance, depending on DHS sworkload and the severity of
the complianceissues.  In reviewing DHS's processes, we found the following areas for
improvement:
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DHS auditor sar e not accompanying SEP case manager son homevisitsas
part of the DHS on-site annual certification reviews. DHS performs a
caxfile review in order to evauate compliance with case management duties.
According to SEP gaff, it is very difficult to determine from a casefile review
whether the case manager properly assessed the client and authorized the
appropriate services. During our Ste visits we accompanied case managers on
home vidits and observed some evident problems. On one home vist we
observed the case manager trying to stretch the client’ s functional score in order
to get the client’ s relatives more money. On another homevisit we noted that the
case manager tried to convince the client to take services that they did not
necessarily want. It has been suggested by numerous SEP daff during initia
interviews and during our on-site review that the DHS auditors could improve the
effectiveness of their on-gte audit if they atended home vidts with the case
managers. The home vidgts would alow the auditor to observe the dient’'s
functionality and observe the case manager performing client assessments and
sarvice authorization.

DHS does not currently review service authorization or utilization
practices. Specificdly, thereisno review to ensure that services authorized are
necessary given the client’s functiond capacity. During our casefile review we
noted many instances of case managers consstently authorizing services close to
the cost containment limit. Additionaly, we noted some ingances in which
services authorized seemed unnecessary when compared with the client’s
functiond level or client’s desire for services (see discussion of these issuesin
Chapters 3 and 4).

DHS is not currently performing duties as required in their interagency
agreement. Theinteragency agreement between the Department of Hedth Care
Policy and Financing and DHS dates that “ human Services shdl conduct on-site
monitoring of SEP program compliance, adminigtration compliance, and
management practicesat least once ayear, or as otherwise agreed, beforethe end
of the certification period for each Single Entry Point agency...”. Because SEP
agencies are recartified annualy, this contract language indicates that, a a
minmum, an on-Site visit will be conducted once per year, prior to the SEP being
recertified. However, thisisnot occurring. DHS's current policy is to conduct
on-dite vidts every other year and in the aternating years to alow the SEPs to
perform a self-assessment.  Although we believe that a risk-based approach to
scheduling on-gitevisits could be more beneficia than conducting thosevisitseach
year, DHS needsto ensurethat it is complying with theterms of its agreement with
the Department of Hedlth Care Policy and Financing.
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Recommendation No. 26:

The Department of Human Services should improve its oversight of the SEPs, including:

a

Incorporating into its on-site review of SEPsacomponent in which DHS auditors
observe case manager assessments and plan of care development to observe the
appropriateness of the assessment and planned services.

Induding areview of service authorization and utilization methods used by the case
manager, specifically reviewing whether services appear to be appropriate for the
client while taking into account their functiond leve.

Working with the Department of Health Care Policy and Financing to amend the
interagency agreement regarding biannua on-gte reviews. Alternatively, should
the Department of Hedlth Care Policy and Financing determine that an on-sSite
review is needed every year, DHS needs to revise its policies accordingly.

Department of Human Services Response:

a. Agree. The Department will incorporate a component into itson-sStereview
observations of case manager assessments and plan of care development in
order to observe the appropriateness of the assessment and planned services.

b. Agree. TheDepartment of Human Services agreeswith thiscomponent of the
recommendation. Procedures to implement the recommendation have been
adopted by the State Board of Medica Servicesand will beimplemented July
1, 2001.

c. Agree The Department of Human Serviceswill work with the Department of
Hedth Care Policy and Financing to darify the language in the interagency
agreement and assure that this language reconciles with the duties and
expectations of both Departments.
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Department of Health Care Policy and Financing
Response:

Agree. The Department will work with the Department of Human Services
regarding the appropriate frequency and scope of on-dite reviews. The
Department believesthe monitoring of the SEPs can beimproved if thethree FTE
currently assigned to DHS were permanently reassigned to the Department of
Hedth Care Policy and Financing (HCPF). The Department intends to request a
change in gppropriation in the Fiscad Year 2003 budget submissions to transfer
these three FTE to HCPF.

| mprove Contract Monitoring

The Department of Health Care Policy and Financing has an interagency agreement with
the Hedlth Facilities Divison to monitor home health and HCBS providers. For Fisca
Y ear 2001 the agreement providesfor about $600,000 to be paid to the Hedlth Facilities
Divisonfor itsmonitoring activities of the Home Hedth and HCBS programs. In addition,
the Department of Hedlth Care Policy and Financing has an interagency agreement with
the Department of Human Services (DHS) to monitor the Single Entry Point agencies
(SEPs). For Fiscal Year 2001, DHS will be paid about $300,000 for these duties. We
found the Department of Hedth Care Policy and Financing needs to strengthen its
oversght of the activities of both the Hedlth Facilities Divison and DHS.

Health Facilities Divison and DHS Performance
Requirements

The interagency agreements outline the areas of respongbility for the Hedth Facilities
Divison and DHS. We found that both the Divison and DHS failed to meet severa
requirements, as discussed earlier in the report.  The following is a summary of the
problems we identified and related performance requirements:

» TheDivison did not follow Medicare survey proceduresfor home health
providers as required by the agreement. As noted earlier, we found that
surveyorsdid not always select gppropriate sample sizes, required documentation
was missng or incomplete, and surveys were not completed timely (see
Recommendation Nos. 2 and 3).
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* TheDivision did not consistently follow established survey proceduresfor
HCBS providers. We found that surveyors did not complete required
documentation, select appropriate sample sizes, or conduct surveys on schedule.
The agreement dtates that the Divison will survey these providers according to
mutually agreed-upon survey protocols (see Recommendation Nos. 2 and 3).

* The Divison’s palicies for handling complaints do not comply with its
contractual obligations. We found that the Divison's policies for initiating
complaints contradicted the time frames for initiating complaints as Sated in their
agreement with the Department of Hedlth Care Policy and Financing. Further, we
found that the Divison was not reporting complaints classfied as posng an
immediateor seriousthrest to the Department of Health Care Policy and Financing
(see Recommendation No. 10).

» DHSisnot completing on-site reviews of SEP agencies at least once per
year. With the Department of Headth Care Policy and Financing's permission,
DHS daff dlow agenciesto submit a self-assessment in some years rather than
conducting afull on-site review (see Recommendation No. 26).

The Divison and the Department of Hedlth Care Policy and Financing are a so not meseting
the reporting requirements of the agreement. For example, the agreement states thet the
Divisonisto providethe Department of Hedth Care Policy and Financing with aMonthly
Survey and Certification Activity Report for the previous month. However, Divison staff

indicate that they have not submitted this report snce May 1999. As asecond example,

the Department of Hedth Care Policy and Financing has not submitted to the Divison a
ligt of certified home hedth and HCBS providers, as required by the agreement. Thisis
a concern because we found that the Department of Hedlth Care Policy and Financing's
recordsindicate that there are 19 more certified home hedth providersthan the Divison's
records, and in a subsequent section of the report, we discussed our concerns about

uncertified providers recelving payments (See Recommendation N0.15). Additiondly, it

isimportant that both the Department of Health Care Policy and Financing and the Divison
have an accurate listing of certified providers for two reasons. firdt, the Department of
Hedth Care Policy and Financing has the find determination regarding whether or not a
provider is certified, and second, the Division bases its survey schedules on its list of
known certified providers.
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The Department of Health Care Policy and
Financing Has Not Designated a Contract M onitor

At the time of our audit the Department of Hedlth Care Policy and Financing had not

designated a contract monitor for overseeing the Divison's agreement. In fact, upon
inquiry, the Department of Health Care Policy and Financing was unclear as to which
Departmenta Divison was responsible for monitoring the agreement. Designating a
contract monitor is essentia to ensuring the success of the agreement. A contract

monitor’s respongbilities include monitoring, on a specified frequency, the contractor’s
progress and performance to ensure that services provided conform to requirements and

that problems are identified and resolved.

Contract Performance Requirements Should Be
| mproved

We found that the performance indicators and reporting requirements are lacking for the
Department of Hedth Care Policy and Financing' s agreements with the Hedlth Fecilities
Divison, DHS, and the SEPs. Specificaly, we bdieve that the following improvements
could be made:

The Health Facilities Divison: The Divison's agreement does not specify what
percentage of surveys are to be conducted on time or the number of complaints that
must be initiated within required time frames. Further, the Divison is not required to
report on these activities, which is a key aspect of the Department of Hedlth Care
Policy and Financing’ s ability to monitor the Divison's performance.

DHS. DHS's agreement does not specify the number of Financid Compliance
Reviews that should be conducted or time frames for conducting these reviews.

SEPs. The SEP s current contracts do not discuss performance indicatorsrelated to
cost containment, service authorization practices, or improving the quaity of case
management services, such as developing aternative service resources, number of
client contacts, etc. According to Department staff, the new SEP contracts (effective
July 1, 2001) will include performance measures related to appropriate service
authorizetion.

According to the State’ s Contract Procedures and Management Manual, contracts should
be developed with measurable performance goas and indicators.  This enables the
contract monitor to determine whether contract requirements are being met.  Further,
contracts should be monitored.
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Recommendation No. 27:

The Department of Hedth Care Policy and Financing should improve its contract
monitoring activities for its contracts with the Department of Human Services, the Hedlth
Facilities Divison, and the SEPs. This should include:

a. Egablishing measurable performanceindicatorsfor usein evauating performance
requirements.

b. Requiring regular reporting of whether performance indicators are being met,
including methods for correcting those not met.

c. Desgnating a contract monitor to perform ongoing monitoring of the activities.

d. Implementing procedures to ensure that al necessary and contractudly required
informationregarding provider certificationisreported and communi cated between
the Department of Hedlth Care Policy and Financing, Hedlth Facilities Division,
and Consultec.

Department of Health Care Policy and Financing
Response:

Agree. The Department will establish measurable performanceindicatorsfor use
in evauating performance requirements, require regular reporting of whether
performance indicators are being met and gppoint monitors for its contracts with
the Hedth Fedilities Divison and DHS. The Depatment will immediaey
commence implementation of thisrecommendation. The Department will further
explore the viahility of sanctions for noncompliance.

Communication Among All Agencies
Should Be Improved

As we have discussed, there are three state agencies and 24 SEPsinvolved in the HCBS
and home hedlth programs. During our audit we identified problemswith communication
among these agencies. Specifically, we found that the Department of Health Care Policy
and Financing and the Department of Human Services (DHS) do not aways communicete
well with the SEPs. Examples of thisindude:
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C SEP daff dated that they do not have access to information needed for cost
andyss, and do not get cost contanment figures in a timely fashion. The
Department of Health Care Policy and Financing had amesting with the SEPsand
a the meeting reprimanded one SEP for providing too many services. The
Department was using numbers from the claims database, and according to this
SEP, the numbers were congtantly changing.

C Staff at one SEP stated that they requested clarification from the Department on
the liability issues of the SEP gpproving or denying home hedlth servicesunder the
new home hedlth rules. According to these st&ff, the Department of Health Care
Policy and Financing never responded to this issue, and as a result, the SEPs
remain concerned that they could be vulnerableto lawsuits asaresult of their new
duties under the new home hedlth rule. A second letter, dated five months after
the initid letter to the Department requesting clarification on the ligbility issue,
documents the fact that the Department is unresponsive when it comes to SEP
concerns.

C SEP gaff gated that the Department of Hedth Care Policy and Financing and
DHS will often provide inconsstent answers to SEP questions on procedure
issues, leaving the SEPs confused about whom to seek out when they have a
question.

C Problems, discussed previoudy, with the Hedth Facilities Divison and DHS's
contracts indicate communication problems between the Department of Hedlth
Care Policy and Financing, the Hedth Facilities Divison, and DHS. If
communication were better, these problems would not arise.

With so many different parties providing critical services related to client care, it is
important that communication between each party be clear.

Recommendation No. 28:

The Department of Hedlth Care Policy and Financing needs to improve communication
among dl agendiesinvolved in the HCBS and Home Hedlth programs, including:

a. Work with the Department of Human Services and the Hedlth Facilities Divison
to clearly outline what duties each agency is responsible for, and ensure that this
information is passed aong to the SEPs.
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b. Work withthe Department of Human Servicesto coordinate cons stent responses
to SEP questions.

Department of Health Care Policy and Financing
Response:

Agree. The Department will continue its efforts to improve communication and
coordinationwith the Hedth Facilities Divison and DHS and to provide consstent
responses to SEP questions.

Health Facilities Divison Response:

Agree. The Hedth Facilities Divison will provide support to the Department of
HealthCarePalicy and Financing toimprovethe communi cation between agencies
and to clarify the duties for which each agency is responsible.

Department of Human Services Response:

a. Agree. The Depatment of Human Services implements the duties in the
cooperative agreement between DHS and the Department of Hedth Care
Policy and Financing. The Department of Human Services concursthat clear
communication is passed dong to the SEPs in order to provide the tools
needed to implement effective loca programs, and will ensure that SEPs
understand the role and responsibility of each agency.

b. Agree. The Department of Human Services will work with the Department
of Hedth Care Policy and Financing to develop further procedures beyond
those dready operating that will enhance communication and assure consistent
responses to the Single Entry Point agencies.




HCBS - STATEWIDE:

APPENDIX A

HCBS Services Statewide
Fiscal Year 2000*

Total # Average#

People Cost per Average Units per

Total Units Receiving Person Cost per Person

Total Amount of Service Service Receiving Unit of Receiving
Service Type Paid Pur chased Type? Services Service Services?
Personal Care $33,790,011 3,136,646 6,657 $5,075.86 $10.77 47118
Alternative Car e Facility $14,735,339 775,001 2,628 $5,607.05 $19.01 294.90
Relative Personal Care $6,124,459 625,455 2041 $3,000.71 $9.79 306.45
Adult Day Care $3,071,829 175,555 796 $3,859.08 $17.50 22055
Homemaker $2,803,639 260,501 1,971 $1,422.45 $10.76 132.17
Electronic Monitoring and Install $1,916,889 56,686 6,552 $292.57 $33.82 8.65
Nonmedical Transportation $1,477,972 112,861 1,068 $1,383.87 $13.10 105.68
Home M odifications $1,165,723 408 392 $2,973.78 $2,857.16 104
Respite Carein NF and ACF $383,000 4,158 272 $1,408.09 $92.11 15.29

TOTAL $65,468,860 5,147,271 $12.72

Source: OSA analysisof FY 2000 HCBS claims data. Claims datafor FY 2000 are paid through November 2000.
1 Claims data does not tie directly to program expenditures due to claims being paid only through November 2000 and also timing
and adjustment differences.
2Clients may receive more than one type of service; therefore, the total number of clients does not equal the number of
individuals served.
3 Calculated based on cost per person getting service divided by average cost per unit of service.
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Per centage of Total Number of Clients Served Who Received Each Service Type
Fiscal Year 2000 HCBS Services Statewide

Per centage
of Total
Client Per centage of
Population Total Client
Receiving Population Difference
Service Receiving Between
Type Service Type High and
Service Type HIGH SEP Low! EP Low
Personal Care 74.58% DdtaDSS 22.11% Northwest OLTC 52.47%
Kit Carson County Conejos County
Alternative Care Facility 46.27% Nursing A41% Nursing 45.86%
San Juan Basin
Relative Personal Care 38.89% Health .35% MesaDSS 38.54%
Conejos County Northwest Colo
Adult Day Care 20.25% Nursing 3A% OLTC 19.91%
Bent County
Homemaker 56.25% Nursing 55% Pueblo DSS 55.70%
Electronic Monitoring and
Install 84.09% Otero DSS 33.33% Jefferson DSS 50.76%
Conejos County
Nonmedical Transportation 20.66% Nursing .38% Otero DHS 20.28%
Home Modifications 11.76% Rio Grande DSS 2% Pueblo DSS 11.49%
Bent County
Respite Carein NF and ACF 4.17% DdtaDSS 1.04% Nursing 313%

Sour ce: OSA analysis of FY 2000 HCBS claims data. Claims datafor FY 2000 are paid through November 2000.
!Low isthe lowest percentage not including SEPs who had zero clients receiving a service type.
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HCBS Services by SEP, Including Average Cost per Client and Average Cost per Unit of Service

Fiscal Year 2000!

Average
# Units
Cost per Cost per per
SEP Total Amount Total Units # Clients? Client Unit Client
Pueblo DSS $7,309,865 650,551 1,095 $6,675.68 $11.24 594
Conejos County Nursing $1,579,894 130,188 242 $6,528.49 $12.14 538
Las Animas DSS $1,251,494 125,535 201 $6,226.34 $9.97 625
Home Care Management-
Denver $15,661,086 1,241,929 2,528 $6,195.05 $12.61 491
Home Care Management -
Arapahoe $6,774,953 542,667 1,121 $6,043.67 $12.48 484
Jefferson DSS $4,553,340 308,368 909 $5,009.17 $14.77 339
Montezuma County Health $1,131,379 148,464 226 $5,006.10 $7.62 657
Delta DSS $1,185,250 103,195 240 $4,938.54 $11.49 430
Fremont DSS $2,598,225 209,487 535 $4,856.50 $12.40 392
Adams DSS $3,849,100 291,497 843 $4,565.96 $13.20 346
San Juan Basin Health $873,884 84,877 198 $4,413.56 $10.30 429
Mesa DSS $3,718,805 221,222 868 $4,284.34 $16.81 255
Kit Carson County Nursing $266,573 13,228 67 $3,978.70 $20.15 197
Home and Health Care -El Paso $4,244,462 266,320 1,075 $3,948.34 $15.94 248
Rio Grande DSS $525,869 36,153 136 $3,866.69 $14.55 266
Larimer DSS $1,912,295 173,902 496 $3,855.43 $11.00 351
Alamosa County Nursing $969,147 74,827 262 $3,699.03 $12.95 286
Tricounty Adult Care $457,603 39,460 126 $3,631.77 $11.60 313
Adult Care Management Inc $1,852,607 124,965 565 $3,278.95 $14.83 221
Northeastern Colo. AAA $1,300,114 82,861 408 $3,186.55 $15.69 203
Weld County AAA $1,312,049 112,164 424 $3,094.45 $11.70 265
Prowers DSS $738,551 71,922 239 $3,090.17 $10.27 301
Northwest Colo. OLTC $786,636 42,826 294 $2,675.63 $18.37 146
Bent County Nursing $219,814 21,838 96 $2,289.73 $10.07 227
Otero DHS $395,865 28,825 264 $1,499.49 $13.73 109
TOTAL $65,468,860 5,147,271 13,458 $4,864.68 $12.72 382

Sour ce: OSA analysis of FY 2000 HCBS claims data paid through November 2000.
1 Claims data does not tie directly to program expenditures due to claims being paid only through November 2000 and also timing and

adjustment differences.

2 Number of clients is total number shown to have been served by the SEP. Note that this number is slightly higher than the unique number
of clients served (13,123) because some clients may have been served by more than one SEP during a given time period.
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HCBS - OUR SAMPLE AREAS:

During this audit we visited five SEPs and performed casefile reviews a each SEP. The SEPs visted include the

following:

Home Care Management-Denver

Adams DSS
Mesa DSS

Tricounty Adult Care

Pueblo DSS

Fiscal Year 2000 HCBS Servicesfor Five SEPsin our Sample Areas

Total # Average#

People Cost per Average Units per

Total Units Receiving Person Cost per Person

Total Amount of Service Service Receiving Unit of Receiving
Service Type Paid Pur chased Type? Services Service Services?
Personal Care $17,689,828 1,670,397 2932 $6,033.37 $10.59 569.71
Alternative Car e Facility $6,106,526 260,545 1,057 $5,777.22 $23.44 246.49
Relative Personal Care $2,950,762 270,692 953 $3,096.29 $10.90 284.04
Adult Day Care $1,439,493 100,386 332 $4,335.82 $14.34 302.37
Electronic Monitoring and Install $810,781 23530 2,632 $308.05 $34.46 8.94
Nonmedical Transportation $767,997 52,838 458 $1,676.85 $14.53 115.37
Homemaker $650,416 64,679 373 $1,743.74 $10.06 173.40
Home M odifications $456,182 196 187 $2,439.47 $2,327.46 105
Respite Carein NF and ACF $124.475 1,396 9% $1,296.61 $39.17 1454

TOTAL $30,996,460 2,444,659 $12.68

Source: OSA anadysisof FY 2000 HCBS claims data. Claims datafor FY 2000 are paid through November 2000.
1 Clients may receive more than one type of service; therefore, the total number of clients does not equal the number of
individuals served.
2 Calculated based on cost per person getting service divided by aver

e cost per unit of service.




Per centage of Total Number of Clients Served Who Received Each Service Type
Fiscal Year 2000 HCBS Servicesfor Five SEPs Sampled
Per centage
of Total Per centage of
Client Total Client
Population Population Difference
Receiving Receiving Between
Service Type Service Type High and
Service Type HIGH SEP LOwW? SEP Low
Personal Care 68.58% Pueblo DSS 38.59% MesaDSS 20.99%
Tricounty Adult
Alternative Car e Facility 33.76% MesaDSS 2.38% Care 31.38%
Relative Personal Care 36.99% Pueblo DSS .35% MesaDSS 36.64%
Home Care Tricounty Adult
Adult Day Care 81% | Management of Denver 1% Cae 7.40%
Homemaker 2212% Mesa DSS .55% Pueblo DSS 21.57%
Home Care
Electronic Monitoring and Management of
Install 65.87% Tricounty Adult Care 44.15% Denver 21.72%
Nonmedical Transportation 12.44% MesaDSS 1.74% Pueblo DSS 10.70%
Home Care
Home M odifications 4.63% | Management of Denver 21% Pueblo DSS 4.36%
Home Care
Management of
Respite Carein NF and ACF 3.80% MesaDSS 1.19% Denver 261%
Source: OSA analysisof FY 2000 HCBS claims data for the five SEPs visited. Claims datafor FY 2000 are paid through November
2000.
'L ow isthe lowest percentage not including SEPs who had zero clients receiving a service type.
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HCBS Services by SEP, Including Average Cost per Client and Average Cost per Unit of Service

Five Sampled SEPs
Fiscal Year 2000

Average
# Units
Cost per Cost per per
SEP Total Amount Total Units # Clientst Client Unit Client
Pueblo DSS $7,309,865 650,551 1,095 $6,675.68 $11.24 594
Home Care Management-
Denver $15,661,086 1,241,929 2,528 $6,195.05 $12.61 491
Adams DSS $3,849,100 291,497 843 $4,565.96 $13.20 346
Mesa DSS $3,718,805 221,222 868 $4,284.34 $16.81 255
Tricounty Adult Care $457,603 39,460 126 $3,631.77 $11.60 313
TOTAL $30,996,460 2,444,659 5,460 $5,677.01 $12.68 448
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Source: OSA analysis of FY 2000 HCBS claims data paid through November 2000.

1 Number of clientsis total number shown to have been served bz the SEP.
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APPENDIX B

Home Health Services Statewide
Fiscal Year 2000*
Total # Average #
People Cost per Average Units per
Total Total Units Receiving Per son Cost per Per son

Amount of Service Service Type Receiving Unit of Receiving
Service Type Paid Purchased 2 Services Service Services 3

Home Health Aide (Acute and
LTC) $30,213,809 1,077,648 2,668 $11,324.52 $28.04 403.92

Skilled Nursing (Acute and
LTC) $19,027,049 310,507 5,729 $3,321.18 $61.28 54.20
Private Duty Nursing $11,888,857 452,130 196 $60,657.43 $26.30 2,306.79
Physical Therapy $3,547,654 62,319 2,447 $1,449.80 $56.93 25.47
Occupational Therapy $1,722,435 32,461 1,600 $1,076.52 $53.06 20.29
Speech Therapy/ Pathology $949,311 14,554 576 $1,648.11 $65.23 25.27
Home Health Pilot Aide® $5,330 82 2 $2,665.00 $65.00 41.00
Medical Social Services* $4,412 26 24 $183.83 $169.69 1.08
Medical Supplies* $4,118 823 99 $41.60 $5.00 8.31
M edical Equipment, New 4 $715 11 2 $357.50 $65.00 5.50
Outpatient Services* $200 2 3 $66.67 $100.00 0.67
Pediatric Clinic* $60 1 2 $30.00 $60.00 0.50
TOTAL | $67,363,950 1,950,564 $34.54

Source: OSA analysis of FY 2000 home health claims data paid through November.
1 Claims data does not tie directly to program expenditures due to claims being paid only through November 2000 and also timing and

adjustment differences.

2 Clients may receive more than one type of service; therefore, the total number of clients does not equal the number of individuals served.

3 Calculated based on cost per person getting service divided by average cost per unit of service.

4 Service types not covered services of Home Health program.
5 Service does not appear to be commonly provided.
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Per centage of Total Number of Clients Served Who Received Each Service Type
Fiscal Year 2000 Home Health Services Statewide

Per centage
of Total Per centage of
Client Total Client
Population Population Difference
Receiving Receiving Between
Service Type Service Type High and
Service Type HIGH SEP LOwW? EP Low
Home Health Aide (Acute
and LTC) 57.03% MesaDSS 10.71% Las Animas DSS 46.32%
Tricounty Adult Care, Las

Skilled Nursing (Acute and Animas DSS, and Alamosa County

LTC) 100.00% Montezuma County Health 65.12% Nursing 34.88%
Adult Care

Private Duty Nursing 23.08% Tricounty Adult Care .68% | Management Inc. 22.40%
Las Animas DSS
and Montezuma

Physical Therapy 45.43% | Adult Care Management Inc. 14.29% County Health 31.14%
Bent County

Occupational Therapy 37.33% Rio Grande DSS 3.92% Nursing 33.41%
Alamosa County

Speech Therapy/ Pathology 17.65% Kit Carson County Nursing 1.16% Nursing 16.49%
All but 1 SEP had
0 Clients
receiving this

Home Health Pilot Aide 0.84% Northeastern Colo. AAA 0% service 0.84%
Home Care
Management -

Medical Social Services? 23.08% Tricounty Adult Care .18% Denver 22.90%
Home Care
Management -

Medical Supplies? 21.43% Las Animas DSS .16% Arapahoe 21.27%
All but one SEP
has 0 Clients
receiving this

Medical Equipment, New 2 0.84% Fremont DSS 0% service 0.84%
All but one SEP
has O Clients
receiving this

Outpatient Services? 0.17% Adams DSS 0% service 0.17%
All but one SEP
has 0 Clients
Home Care Management - receiving this

Pediatric Clinic? 0.16% Arapahoe 0% service 0.16%

Source: OSA analysis of FY 2000 home health claims data paid through November 2000.
1 Low is the lowest percentage not including SEPs who had zero clients receiving a service type.
2 Service types not identified/listed as covered services under home health regulations.
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Home Health Services by SEP, Including Average Cost per Client and Average Cost per Unit of Service

Fiscal Year 2000*

Average
# Units
# Cost per Cost per per
SEP Total Amount Total Units Clients?3 Client Unit Client
Adams DSS $6,898,992 210,644 605 $11,403.29 $32.75 348
Adult Care Management Inc $3,456,520 86,520 438 $7,891.60 $39.95 198
Alamosa County Nursing $328,715 7,891 86 $3,822.27 $41.66 92
Bent County Nursing $57,400 1,062 51 $1,125.49 $54.05 21
Conejos County Nursing $135,560 2,434 64 $2,118.13 $55.69 38
Delta DSS $447,361 15,814 34 $13,157.66 $28.29 465
Fremont DSS $823,887 23,937 119 $6,923.42 $34.42 201
Home Care Management -
Arapahoe $8,051,465 242,840 622 $12,944.48 $33.16 390
Home Care M anagement-
Denver $15,659,131 423,283 1,676 $9,343.16 $36.99 253
Home and Health Care -El Paso $9,531,050 279,665 682 $13,975.15 $34.08 410
Jefferson DSS $5,163,771 177,919 450 $11,475.05 $29.02 395
Kit Carson County Nursing $23,771 485 17 $1,398.28 $49.01 29
Larimer DSS $3,723,991 104,812 400 $9,309.98 $35.53 262
Las Animas DSS $46,853 986 28 $1,673.32 $47.52 35
Mesa DSS $3,179,639 108,128 128 $24,840.93 $29.41 845
Montezuma County Health $65,352 2,022 42 $1,555.99 $32.32 48
Northeastern Colo. AAA $349,125 7,448 119 $2,933.83 $46.88 63
Northwest Colo. OLTC $763,371 22,186 140 $5,452.65 $34.41 158
Otero DHS $229,063 4,513 98 $2,337.38 $50.76 46
Prowers DSS $436,609 14,171 49 $8,910.39 $30.81 289
Pueblo DSS $3,642,821 84,791 395 $9,222.33 $42.96 215
Rio Grande DSS $200,540 4,690 75 $2,673.86 $42.76 63
San Juan Basin Health $166,035 6,327 39 $4,257.30 $26.24 162
Tricounty Adult Care $453,368 16,499 13 $34,874.48 $27.48 1,269
Weld County AAA $3,529,561 101,497 304 $11,610.40 $34.78 334
TOTAL $67,363,950 1,950,564 6,674 $10,093.49 $34.54 292

Source: OSA analysis of FY 2000 home health claims data paid through November 2000.
1 Claims data does not tie directly to program expenditures due to claims being paid only through November 2000 and also timing and
adjustment differences.
2 Number of clients is total number shown to have been served by the SEP.
3 11 clients served in county 00 (undesignated) not included in this analysis.

B-3




HH - OUR SAMPLE AREAS:

During this audit we visited five SEPs and performed casefile reviews a each SEP. The SEPs visted include the

following:

Home Care Management-Denver

Adams DSS
Mesa DSS

Tricounty Adult Care

Pueblo DSS

Fiscal Year 2000 Home Health Services for Clients Served by Five SEPsin our Sample Areas

Total # Average #
People Cost per Average Units per
Total Units Receiving Person Cost per Person

Total Amount of Service Service Type Receiving Unit of Receiving
Service Type Paid Pur chased 1 Services Service Services ?

Home Health Aide (Acute and
LTC) $14,193,580 509,360 1,099 $12,915.00 $27.87 463.48

Skilled Nursing (Acute and
LTC) $9,180,516 134,814 2,469 $3,718.31 $68.10 54.60
Private Duty Nursing $3,947,348 152,676 72 $54,824.27 $25.85 2,120.50
Physical Therapy $1,513,590 25,157 1,001 $1,512.08 $60.17 25.13
Occupational Therapy $710,649 16,421 615 $1,155.53 $43.28 26.70
Speech Therapy/ Pathology $285,842 4,363 181 $1,579.24 $65.52 24.11
Home Health Pilot Aide* $0 0 0 $0.00 $0.00 0.00
Medical Social Services? $918 6 9 $102.04 $153.05 0.67
Medical Supplies® $1,307 546 15 $87.15 $2.39 36.40
M edical Equipment, New 3 $0 0 0 $0.00 $0.00 0.00
Outpatient Services? $200 2 1 $200.00 $100.00 2.00
Pediatric Clinic® $0 0 0 $0.00 $0.00 0.00
TOTAL $29,833,951 843,345 $35.38
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Sour ce: OSA analysis of FY 2000 home health claims data. Claims data for FY 2000 is paid through November
1 Clients may receive more than one type of service; therefore, the total number of clients does not equal the number of individuals served.
2 Calculated based on cost per person getting service divided by average cost per unit of service.

3 Service types not identified/listed as covered services under home health regulations.
4 Service does not appear to be commonly provided.



Per centage of Total Number of Clients Served Who Received Each Service Type
Fiscal Year 2000 Home Health Services for Five SEPs Sampled
Per centage of Per centage of
Total Client Total Client
Population Population Difference
Receiving Receiving Between
Service Type Service Type High and
Service Type HIGH SEP LOW? SEP Low
Home Health Aide (Acute
and LTC) 57.03% Adams DSS 28.86% Pueblo DSS 28.17%
Skilled Nursing (Acute and
LTC) 100% Tricounty Adult Care 81.32% Adams DSS 18.68%
Private Duty Nursing 23.08% Tricounty Adult Care 1.77% Pueblo DSS 21.31%
Physical Therapy 42.31% Adams DSS 17.97% MesaDSS 24.34%
Occupational Therapy 30.77% Tricounty Adult Care 8.59% MesaDSS 22.18%
Speech Therapy/ Pathology 14.44% Adams DSS 3.13% Mesa DSS 11.31%
Home Health Pilot Aide N/A N/A N/A
Home Care
Management -
Medical Social Services? 23.08% Tricounty Adult Care .18% Denver 22.90%
Home Care
Management -
Medical Supplies? .83% Adams DSS .60% Denver 0.23%
Medical Equipment, New 2 N/A N/A N/A
All other SEPs
Outpatient Services? 17% Adams DSS 0% in Sample Area 0.17%
Pediatric Clinic? N/A N/A N/A
Sour ce: OSA analysis of FY 2000 home health claims data. Claims data for FY 2000 is paid through November 2000.
1Low isthelowest percentage not including SEPs who had zero clientsreceiving a service type.
2 Service txges not identified/listed as covered services under home health regulations.

Home Health Services by SEP, Including Average Cost per Client and Average Cost per Unit of Service
Five Sampled SEPs
Fiscal Year 2000
Average
# Units
Cost per Cost per per
SEP Total Amount Total Units # Clientst Client Unit Client
Pueblo DSS $3,642,821 84,791 395 $9,222.33 $42.96 215
Home Care Management-
Denver $15,659,131 423,283 1,676 $9,343.16 $36.99 253
Adams DSS $6,898,992 210,644 605 $11,403.29 $32.75 348
Mesa DSS $3,179,639 108,128 128 $24,840.93 $29.41 845
Tricounty Adult Care $453,368 16,499 13 $34,874.48 $27.48 1,269
TOTAL $29,833,951 843,345 2,817 $10,590.68 $35.38 299
Source: OSA analysis of FY 2000 home health claims data paid through November 2000
1 Number of clientsis total number shown to have been served by the SEP.
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