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Introduction
In October 2003, the Montana Developmental Disabilities Program (DDP) sponsored a Rate Reimbursement Initiative focused on the development of a fair and equitable system of reimbursing providers and allocating public resources to consumers. During the beginning phase of the initiative, a standardized fee schedule was developed, and service utilization standards were designed and correlated to an individual service authorization assessment known as the MONA. These designs were based upon historical cost report analyses and audit surveys, but have not been tested to determine their impact when subjected to consumer choice and self-directed services.

To conduct such tests, DDP has initiated two steps. As the first step, all providers are participating in a Shadowing exercise designed to identify and fine-tune any modifications to the provider reimbursement rates. Rate Shadowing began September 1, 2004, and will continue until November 30, 2004. This paper summarizes the results from the data submitted by providers for October 2004, and compares it to the September 2004 findings which were published earlier.
As the second step, once adjustments from the Shadowing exercise are completed, DDP will initiate a Pilot project involving a sample of 10% of the people currently enrolled in Title XIX Home and Community-Based Services (HCBS). In the Pilot, selected people will receive their individual budgets and choose their services. Affected providers will deliver those services and be reimbursed under the standardized fee schedule.  The purpose of the Pilot project is to test whether the standardized provider rates and the individual service authorization standards are correctly aligned. Specifically, will people and providers have enough resources and flexibility to receive and provide appropriate outcomes. The Pilot project is scheduled to begin January 2005, and run through June 2005.
Shadow Methodology
The purpose of the Shadowing exercise is to assess the impact of the standardized fee schedule on provider financial viability, and test the accuracy of the direct care compensation and employee benefits benchmarks used in the rate calculations. Starting in September 2004 and continuing through the month of November 2004, all providers (with the exception of Children’s service and transportation agencies) have been requested to submit reports of their direct care staff utilization and compensation, number of people served, program absenteeism, as well as monthly total reimbursement invoiced to DDP. Providers have continued to serve the current number of people with the current amount of service. Data was submitted electronically to DDP using a Microsoft Excel format and was analyzed by independent consultants. 
For Shadowing purposes, the following direct care compensation benchmarks, standardized fee schedule, and individual service utilization standards were assumed.
Direct Care Staff Compensation Benchmarks: Direct care staff compensation benchmarks consist of two cost centers; salaries, and benefits. The standardized fee schedule assumes that direct care staff salary is equal to the 25% percentile of the findings from the 2004 Health and Hospital Compensation studies for the State of Montana. The benefit benchmark assumes fixed and non-fixed costs based upon the tax requirements for the State of Montana. 
Table 1: Direct Care Hourly Compensation Benchmarks

	Service
	Salary Benchmark (Per Hour)
	Benefit Benchmark
 (of Salaries)

	Supported Employment workers
	$ 10.25
	30.45%

	Vocational Service workers
	$ 9.10
	30.45%

	Day Activity Program workers
	$ 9.10
	30.45%

	Group Home workers
	$ 8.29
	30.45%

	Supported Living workers
	$ 9.10
	30.45%

	Respite Care workers
	$ 7.68
	30.45%


Table 2: Employee Benefit Benchmark
	Fixed Costs Coverage
	Percent of Payroll
	Non-Fixed Cost Coverage
	Percent of Payroll

	Social Security
	6.20%
	Health Care
	8.00%

	Medicare
	1.45%
	Long Term Disability
	0.10%

	FUTA
	0.00%
	Medical – Other
	0.00%

	SUTA
	1.37%
	Annual & Sick Leave
	5.70%

	Workers’ Compensation
	4.30%
	Life / Accident Insurance
	0.10%

	State Administrative Tax
	0.13%
	Retirement / 401k
	3.00%

	
	
	Child Care
	0.10%

	Total Fixed
	13.45%
	Total Non-Fixed
	17.00%

	TOTAL Employee-Related Cost Percentage
	30.45%


Geographical Benchmarks: In addition, variable cost factors were assumed for high, moderate, and regular cost counties. County designations are as follow:
Table 3: Geographical Cost Factors
	Cost Factor Designation
	Add-On Cost Factor
	Counties

	High Cost Counties
	Plus 4%
	Gallatin, Missoula, Yellowstone

Lewis and Clark, Stillwater

Jefferson

	Moderate Cost Counties
	Plus 2%
	Cascade, Flathead, Carbon, Hill

Sweet Grass


	Regular Cost Counties

	Base; no add-on
	All other counties


Shadow Rates: Based upon the Rate Benchmark assumptions, the following rates reflect the standardized fee schedule for the Home and Community-Based Services.
Table 4: Shadow Rates – Hourly
	Service
	Hourly Rate with No 
Geographical Factor
	Hourly Rate with 2% 
Geographical Factor
	Hourly Rate with 4% 
Geographical Factor

	Combination Day Program (Part-time Supported Employment + Vocational)
	$ 18.52
	$ 18.89
	$ 19.26

	Vocational Program 
	$ 17.66
	$ 18.01
	$ 18.37

	Day Activity Program 
	$ 17.66
	$ 18.01
	$ 18.37

	Group Home
	$ 14.82
	$ 15.11
	$ 15.41

	Supported Living
	$ 17.18
	$ 17.52
	$ 17.88


Two rates were initially proposed as monthly capitated or per member per month (PMPM). These rates were adjusted during the Shadowing exercise. Supported Employment rates initially assumed that people would receive an average of 2.5 hours per day for 22 program days per month. Similarly, Supported Living agencies that provided direct care services using support coordinators assumed that people would receive an average of 2.0 hours per day for 30 program days.  As a result of findings from September 2004 and October 2004 Shadowing data, these two rates were refined to reflect revised service utilization factors. Supported Employment rates were adjusted to assume that people would receive an average of 2.3 hours per day for 21 days. Supported Living programs, however, was found to encompass a wide variation of supports and may require further examination. For purposes of continuing with the Pilot phase of the initiative, support coordination costs are assumed to be covered in the program supervision cost center of Supported Living, and are no longer considered as a PMPM rate.
Table 5: Shadow Rates – Per Member Per Month (PMPM)
	Service
	Original PMPM Rate
	Revised PMPM Rate

	Supported Employment
	$ 1,019
	$ 895

	Support Coordination (Supported Living only)
	$ 215
	Incorporated in Hourly Rate


Service Utilization Standards: In addition to the standardized fee schedule, service utilization standards called service algorithms have been developed. These utilization standards are the basis for assigning hours of service to people based upon the MONA assessment scores. The MONA essentially places people in various levels based upon their age, living situation, community inclusion and current abilities, health status, and behavior support needs. In summary, the hours per day assigned to the base and each level of support are listed in the following table.
Table 6: Individual Service Utilization Standards (Hours of Direct Service Per Day)
	Service
	Base
Hours per Day
	Level One
 Hours Per Day
	Level Two Hours Per Day
	Level Three Hours Per Day

	Group Homes (Regular & Intensive Homes)
	2.9 hours
	4.9 hours
	5.9 hours
	8.9 hours

	Supported Living (No Overnight, Overnight, & On-call Programs)
	1.7 hours
	3.0 hours
	5.3 hours
	7.9 hours

	Day Habilitation (Supported Employment, Vocational Programs, Intensive Day, & Day Activity Programs)
	1.2 hours
	1.5 hours
	2.0 hours
	3.0 hours


Respondents

Shadowing data collection materials were distributed to forty-five (45)  providers. Children’s Services and Transportation-only providers were excluded from the initial data collection, and will be surveyed at a later date. Return response rates were 40% for September and 33% for October. It should be noted that provider financial systems and payroll reconciliation timelines vary among providers and additional reports for November expenditures may have been received after the writing of this report. For the two month Shadowing period, the DDP regions with the highest response rate were Region 1 and Region 5, while Region 4 had the least representation. Similarly, the service type with the highest response rate was Vocational Programs while Supported Living had the least representation. A summary of the responses is provided in the following tables.  
Table 7: Regional Distribution of Provider Responses 
	Agencies Responding by Type of Services
	
	
	September 2004
	October 2004

	Number of Responses
	# of Providers Surveyed
	% of Total Providers
	# of Responses Received
	% of Total 
	# of Responses

Received
	% of Total

	Total Number of Providers Surveyed
	45
	
	18
	40%
	15
	33%

	Region 1
	7
	16%
	3
	17%
	4
	27%

	Region 2
	6
	13%
	2
	11%
	2
	13%

	Region 3
	7
	16%
	4
	17%
	3
	20%

	Region 4
	15
	33%
	5
	28%
	2
	13%

	Region 5
	10
	22%
	4
	22%
	4
	27%


Table 8: Distribution of Provider Responses compared to Total Number of Providers Surveyed 
	Agencies Responding by Type of Services
	
	September 2004
	October 2004

	Number of Responses
(duplicated count)
	# of Providers Surveyed
	# of Responses Received
	% of Total

Surveyed 
	# of Responses Received
	% of Total Surveyed

	Agencies Providing Supported Employment
	19
	10
	53%
	8
	42%

	Agencies Providing Vocational Services
	24
	12
	50%
	12
	50%

	Agencies Providing Intensive Day Programs
	18
	10
	56%
	7
	39%

	Agencies Providing Combination Day Programs (SE & Voc)
	21
	11 
	52%
	9
	43%

	Agencies Providing Group Home Services
	22
	12
	55%
	9
	41%

	Agencies Providing Supported Living
	33
	14
	42%
	9
	27%

	Agencies Providing Intensive Homes
	19
	13
	68%
	8
	42%


Table 9: Distribution of Responses by Service Type 
	Agencies Responding by Type of Services
	September 2004
	October 2004

	Number of Responses
	# of Responses

Received
	% of Responses
Received
	# of Responses Received
	% of Responses Received

	Total Number of Responses Received
	18
	
	15
	

	Agencies Providing Supported Employment
	10
	56%
	8
	53%

	Agencies Providing Vocational Services
	12
	67%
	12
	80%

	Agencies Providing Intensive Day Programs
	10
	56%
	7
	47%

	Agencies Providing Combination Day Programs (SE & Voc)
	11
	61%
	9
	60%

	Agencies Providing Group Home Services
	12
	67%
	9
	69%

	Agencies Providing Supported Living
	14
	78%
	9
	60%

	Agencies Providing Intensive Homes
	13
	72%
	8
	53%


Data in the September 2004 Shadowing reports was not initially collected for Combination Day Habilitation Programs or Intensive Supported Living homes. Based upon input from the state advisory committee, these service descriptions were added and data was collected in the October 2004 report. September 2004 reports were re-examined and findings added. 
Data and Findings

Summary tables for September 2004 and October 2004 provider shadowing responses are included as Attachment #1 and Attachment #2. For confidentiality purposes, financial data and findings are presented in this report without identification of provider agency. Specific provider cost reports received for September 2004 and October 2004 are available as Microsoft Excel data tables in a separate compact disk (CD).  
Data Analysis:  Four analyses were conducted to determine the accuracy of the Rate Benchmarks. Provider expenditures were collected for Direct Care staff compensation, Employee Benefits, Hours of Service Per Day, and Consumer Per Diem Rates. These expenditures were then compared to the Rate Benchmarks and variances identified. Each of the following tables describes the findings.
Table 9: Direct Care Compensation Comparison to Rate Benchmarks (Hourly Salary)
	Service
	Rate Benchmark
(Salary / Hour)
	September Shadow
(Salary / Hour)
	October Shadow
(Salary / Hour)

	Supported Employment
	$ 10.25
	$ 10.13
	$ 10.17

	Vocational Services
	$ 9.10
	$ 9.33
	$ 9.27

	Combination Day (Supported Employ. & Voc.)
	$ 9.10
	n/a
	$ 9.56

	Intensive Day Programs
	$ 9.10
	$ 8.33
	$ 9.13

	Group Homes
	$ 8.29
	$ 8.55
	$ 8.14

	Intensive Homes
	$ 8.29
	$ 8.64
	$ 8.52

	Supported Living
	$ 9.10
	$ 9.19
	$ 9.73


Table 10: Employee Benefits Comparison to Rate Benchmarks
	Service
	Rate Benchmark
	September Shadow
	October Shadow

	Supported Employment
	30.45%
	29.3%
	31.4%

	Vocational Services
	30.45%
	29.5%
	30.5%

	Combination Day (Supported Employ. & Voc.)
	30.45%
	29.9%
	32.7%

	Intensive Day Programs
	30.45%
	29.9%
	35.0%

	Group Homes
	30.45%
	29.3%
	27.7%

	Intensive Homes
	30.45%
	29.8%
	29.9%

	Supported Living
	30.45%
	27.5%
	24.4%

	Average
	30.45%
	29.2%
	29.4%


Table 11: Hours of Service Per Person Per Day (PPD) Comparison to Service Utilization Standards
	Service
	Service Standard Hours PPD (Range)
	September Shadow
Hours PPD
	October Shadow
Hours PPD

	Supported Employment
	2.1 hours 
	1.9 hours
	1.5 hours

	Vocational Services
	1.2 hours to 3.0 hours
	1.9 hours
	2.1 hours

	Intensive Day Programs
	3.0 hours to 6.0 hours
	3.7 hours
	3.6 hours

	Group Homes
	2.9 hours to 8.9 hours
	5.1 hours
	5.7 hours

	Intensive Homes
	8.9 hours to 17.7 hours 
	8.2 hours
	7.3 hours

	Supported Living
	1.7 hours to 7.9 hours
	4.4 hours
	2.1 hours


Table 12: Comparison of Average Expenditure Per Person Day (PPD) by Month
	Service
	Standard Fee Schedule

(Rate Range Per PPD 
No Geographical Factors)
	September Shadow
( Average Cost Per PPD)
	October Shadow
(Average Cost Per PPD)

	Supported Employment
	 $ 42.60
	$ 41.95
	$ 41.24

	
	
	Range: $17.17 to $57.40
	Range: $26.29 to $57.40

	Vocational Services
	$ 21.19 to $ 52.98
	$ 47.38
	$ 46.20

	
	
	Range: $34.22 to $60.73
	Range: $35.87 to $58.54

	Combination Day (Supported Employ. & Voc.)
	$ 22.22 to $ 55.56
	$ 43.09
	$ 45.61

	
	
	Range: $35.56 to $59.68
	Range: $37.22 to $60.63

	Intensive Day Programs
	$ 52.98 to $ 103.32
	$ 49.91
	$52.68

	
	
	Range: $18.68 to $79.52
	Range: $22.65 to $79.52

	Group Homes
	$ 42.98 to $ 131.90
	$ 85.68
	$ 83.27

	
	
	Range: $65.01 to $120.95
	Range: $66.00 to $104.57 

	Intensive Homes
	$ 131.90 to $262.31
	$ 98.50
	$98.95

	
	
	Range: $78.13 to $157.00
	Range: $61.67 to $161.87

	Supported Living
	$ 29.21 to $ 135.72
	$ 61.92 ($33.43 when adjusted for 1:1 home)
	$37.53

(no 1:1 homes)

	
	
	Range: $14.80 to $252.92
	Range: $14.79 to $147.80


Findings:  In examining the Shadowing data, primary trends for each service are summarized.

1. Supported Living:  Supported living agencies exhibited the widest range of costs of any of the services. Per diem costs ranged from $14.79 / day to $252.92 / day.  Amount of direct service hours per person per day (PPD) also widely ranged from 1.9 hours PPD to 10.9 hours per PPD. Additionally, select agencies reported a supported living staff model which included scheduled direct care by support coordinators rather than direct care staff. With this range in compensation, service utilization, and staffing models, supported living rate ranges were insufficient to cover all current providers.

2. Intensive Homes: Rate ranges appear to be higher than current agency practice, and may be better reflective of people receiving extensive supported living support living.
3. Intensive Day Programs:  The upper rate ranges for Intensive Day Programs appear higher than current agency practice. Average PPD costs were below the lower limit of the rate range. Staff hours and compensation practices are not differentiated for lower cost agencies, and do not present distinct differences from Vocational Service providers

4. Combination Day Programs & Vocational Services:  Combination Program rates appeared to be slightly lower than regular Vocational Service rates, and rate ranges (both lower and upper limits) for both programs were lower than agency experience. Average costs appeared to be within the rate range. Given the findings from the Intensive Day Program data, it may be that some agencies would qualify for the lower limits of Intensive Day Program rates.
5. Supported Employment:  Because Supported Employment is a monthly capitated rate based upon an average of 22 service days per month, a single PMPM rate is presented rather than a range of rates. The Supported Employment PMPM rate appears to be within reasonable range of the current provider experience.

6. Group Homes: Similar to Vocational Services, rate ranges appear lower than agency experience. While average costs are within rate range, Group Home lower limits are less than any providers currently experience. 
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