AAA Case Management/Nursing Services Funding Summary

5/25/04

What’s new with the appropriation?

The legislature appears to have accepted the staffing targets of one case-handling FTE for each 58 authorized cases that stemmed from the Sterling and Associates study, (the FTE equivalent of the 30 hours per case average) but chosen to actually fund to a level that is about 5 % short of that based on the information in the budget request (28.75 hours per case or one case handling FTE for each 61 authorized cases)  “Case handling” FTE’s are case managers, case aides, and RN’s. The appropriation no longer separates the staffing allowance for RN’s from that for other staff.  The effect of inflation for SFY05 reduces the purchasing power of the appropriation to an average of 28.3 hours per case or, one case handling FTE for each 62 authorized cases.   

The overall appropriation will be approximately $34.8 million for SFY05, beginning July 1, 2004 and ending June 30, 2005.  That represents a 15% increase over current “ADSA Allocated” funding levels, although it should be noted that local SCSA and requested federal match to that SCSA for SFY04 amounted to about 5% in funding in addition to the previous appropriation, so the net gain in funding under the new appropriation will be about 10%.

What problems in the current intrastate distribution method could be addressed with the new appropriation?

The current intrastate distribution formula was based on actual cost estimates from 1998 with agency-by-agency incremental need-based adjustments each year since then.   Payment has been on an actual-cost reimbursement basis against specific budgets for the distinct cost centers (buckets) for case management and nursing services.

This method has created a number of inequities and problems:

· There are wide variances in the ADSA allocation per case.

· The need for SCSA subsidy is disproportionate from agency to agency.

· The cost reimbursement method and historic budget methodologies tend to benefit areas that have historically high costs, not necessarily all of which are driven by market forces.

· Smaller, low-cost agencies have struggled under the incremental yearly adjustment process.

· Payment and performance are not linked.

What will ADSA do to resolve these issues?

Payment will be shifted from cost-reimbursement to a modified rate-based system, effective July 1, 2004.  Rates will be established and weighted based on information from the Office of Employment Security on wage differentials in each PSA for positions identified as closest to case manager, case aid, and RN.  
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That analysis supports establishment of a four-tiered rate structure, with a 3% differential in rate between each step (based on OES data for each market), as follows:

· Eastern, Central, SE AAA’s
  
$1,262 per case ($105.17/case/month)

· Olympic  



$1,300 per case ($108.33/case/month)

· NW, LMT AAA’s


$1,338 per case ($111.50/case/month)

· King, Pierce, Kitsap, Sno., SW  
$1,375 per case ($114.58/case/month)

· Yakama and Colville funded at SFY04 level plus 3%

Payment will be on a per-case-per-month basis.  Because of the differential match for certain RN costs, in the context of their overall billing AAA’s will be responsible to report actual expenditures for those costs.  No other actual cost reporting will be required.

At the end of the SFY05, if the total reimbursement to the AAA was less than 97% of the original budgeted average, a settlement payment will be made to reimburse the AAA up to the 97% level.  In order to provide this risk protection, ADSA will first look at availability of unspent CM/RN funding but may need to limit payments to AAA’s that experience actual caseloads that exceed what was projected at the beginning of the year.   In the event ADSA must implement an eligibility cut, reflection of that reduction in caseload in case management payments will be made in the next fiscal year or when the legislature rescinds related CM/RN funding, whichever comes first.
The rate will be adjusted annually based on wage-inflation reported by OES.  The 1:62 target will be re-evaluated on a yearly basis, depending on the effects of inflation and the award of vendor rates.

What will AAA’s be held accountable for?

For this rate AAA’s will be required to:

1. Maintain the 1:62 ratio, at minimum for Case Handling FTE to cases.  During SFY05 AAA’s will be required to report case handling FTE’s on a quarterly basis.  AAA’s that fail to reach or maintain the 1:62 ratio may be required to take corrective action.  For SFY06 and beyond, unit rate payments will be adjusted if the ratio rises above the target for the relevant period.  In the event the AAA does not maintain the target average 1:62 ratio for its PSA based on the average actual caseload for the quarter and the average case carrying FTE’s employed for that quarter, payments will be adjusted by half of the percentage of shortfall.

2. Of the staff counted in the 1:62 ratio, a minimum of one RN for each 570 cases must be maintained.

3. The ratio of direct supervisors to case-handling staff must not exceed 1:8.

4. Each program will be expected to reach the specified QA performance targets.
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Other staffing and expenditure decisions will be left to the AAA as long as these requirements are met.  Consistent with the rate-based approach, payment under the rate 
will not need to be reconciled against actual expenditures.  AAA’s are encouraged to 
manage expenses during SFY05 in anticipation of the requirements that will be implemented in SFY06 to adjust unit rate payments based on maintaining the 1:62 FTE targets ratio and related to the incentives payment process mentioned below.

What about performance incentives?

A percentage of funding, for SFY06, will be used to provide incentive payments to agencies that meet target performance expectations (for example, 90% compliance on those QA items targeted for 90% compliance).   The QA items to be used in this process will be developed, with AAA input, in SFY05.

What about SCSA “subsidies” and requested Title 19 match?

AAA’s are expected to maintain the 1:62 case-handling ratio within the revenues generated from the unit rate and should manage expenditures accordingly.  Those AAA’s that will experience the greatest reduction in projected revenues per FTE from SFY04 to SFY05, Snohomish, King, and Pierce, may negotiate a one-year exception to this policy for SFY05 while necessary adjustments are made.

All AAA’s may use SCSA or other local funds and request federal match to lower their caseload below the 1:62 target.

