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EXECUTIVE SUMMARY

This report is submitted to the Connecticut General Assembly pursuant to C.G.S. 4-70b which requires the Secretary of the Office of Policy and Management (OPM) to “establish uniform policies and procedures for obtaining, managing and evaluating the quality and cost effectiveness of human services purchased from private providers.” Further, the Secretary of OPM is to “ensure all state agencies which purchase human services comply with such policies and procedures.”   This is the fourth in a series of reports on the status of Connecticut's contracted human service system to be submitted to the General Assembly.

This report reviews the history and intent of the Purchase of Service (POS) Project, which originated from the work of the Commission to Effect Government Reorganization in 1991.  It also serves as an update of the reports published in 1994, 1996 and 1998.

It includes:

· The origins of the POS project

· An overview of project accomplishments from 1993 to 1998

· Recent improvements in the contracting process

· New areas of interagency and private provider cooperation

· Anticipated future steps for the POS Project

· Related attachments

In sum, this report reveals the changing nature of POS.  It documents how the project in the past decade has evolved ( from a high profile, ambitious attempt to overhaul the human service contracting process in a compressed time period ( to an ongoing, cooperative venture of interested and committed parties.  Six state agencies (the Departments of Correction, Children and Families, Mental Health and Addiction Services, Mental Retardation, Public Health and Social Services), the Office of the Attorney General, representatives of the nonprofit provider community and the Office of Policy and Management continue to pursue the goals of the original legislation by adapting their efforts to the ever-changing reality of state government. 
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SECTION I

Project Origin:  The Commission to Effect Government Reorganization

The Purchase of Service Project is an outgrowth of the work of ”The Commission to Effect Government Reorganization” authorized by Sec.  48 (a) of Public Act 91‑3 (June Special Session).  The charge of the commission, commonly referred to as the Hull‑Harper Commission, was to "study state government and develop plans for the implementation of organizational and structural changes." The commission's goals were to improve the delivery of services to the people of the state, increase the productivity of service providers and reduce the relationship of overhead costs to the provision of services.  The commission established the Service Provider Network Task Force to focus on processes to achieve efficiencies in the overall private sector service delivery system.

In 1992, ten state agencies purchased, through over 2000 contractual agreements, a variety of community‑based and institutional human services from for‑profit providers, not‑for‑profit providers and public entities.  These services covered a broad range including: 

· Medical Services for Children

with Special Needs 

· Rehabilitation Services 

· Nutrition Services

· Counseling Services

· Employment and Vocational Training

· Chronic Disease Programs Services

· Pregnancy Prevention Programs

· Group Homes for Persons With Disabilities
· Protective Services for Children and Elderly Citizens
· Meals On Wheels
· Immunizations
· Housing Assistance
· Primary Care Services
· Community Health Centers
· Substance Abuse Day and Chronic Residential Treatment Services

· Disability Determinations

· Chronic Disease Programs
The Service Provider Network Task Force recognized the inefficiencies in the state's complex human service system with its many layers of duplicative and conflicting administrative requirements.  Over time state agencies have developed their own policies, procedures and regulations in accordance with client needs, program logistics and funding availability.  As a result, private agencies, contracting with multiple state agencies, were required to function within the constraints of multiple regulations, policies, standards and procedures.  The task force recognized that an overhaul of the human services system would be a long-term project.  Their recommendations, which later became C.G.S.   4-70b, assigned overall responsibility to the Office of Policy and Management.  The task force established four goals to guide the state in its operation of a purchase of service system:

1. Increased efficiency in the state's overall system for purchasing human services;

2. Increased efficiency in the operation of private service provider agencies;

3. Development of the state's capacity to analyze conditions in the purchase of service market and formulate policies accordingly; and

4. A shift in the emphasis of the state's administrative efforts from a detailed analysis of providers' operating costs to evaluating the relationship between costs and the quality of the services delivered.

The task force wished to reduce the administrative burden of provider agencies.  Greater standardization of the state's procedures would limit the ability of state agencies to add or change administrative requirements. It was intended that uniform procedures governing the use, selection, financial management and performance evaluation of private providers would increase the efficiency of providers and state agency systems alike.   

Public Act 92-123

Public Act 92‑123, "AN ACT IMPLEMENTING THE RECOMMENDATIONS OF THE COMMISSION TO EFFECT GOVERNMENT REORGANIZATION CONCERNING SERVICE PROVIDERS,” preceded C.G.S. 4-70b.  The act implemented many of the recommendations of the Service Provider Network Task Force.

It established an advisory task force to assist the Secretary in carrying out the mandated responsibilities.  The composition of the Purchase of Service Task Force was meant to involve representative stakeholders in the re‑design process.  The membership included private citizens, private service providers, state agency commissioners, consumers of Connecticut human services, the Office of the Attorney General and members of the General Assembly.

Public Act 92‑123 set in motion a long-term project that emphasizes efficiency and effectiveness and holds agencies accountable in the use of resources given to the state by taxpayers.  The Service Provider Network Task Force realized that uniformity, consistency and accountability would not be established quickly for a system that took years to evolve.  Service providers, service recipients, constitutional officers, state agencies, legislators and OPM needed to work cooperatively to improve Connecticut's human service system.

The Connecticut Human Service System, 1992

OPM staff studied the purchase of human services system in eleven state agencies in 1992.  The purpose was to establish base-line information on the state system through a review and analysis of agency records and interviews with selected agency personnel.  The review focused on contracting, rate setting, financial management, payments, quality assurance and monitoring systems.    

A major finding of the study was that state agencies used an array of contracting documents including rate letters, personal service agreements, master contracts, grant awards and indefinite letters of award.  The rights and responsibilities of state agencies and contractors varied considerably in these agreements.  The Office of the Attorney General reviewed some agreements.

Budgets and rate setting documents were in some cases were quite simple (less than 10 line items) while other departments required completion of complex, detailed management reports on all funding sources.  Rate structures varied considerably, including percentage of operating budget, fee for service rates, per diem rates, grant awards, etc.  Providers were required to submit annual program audits to each funding source in addition to end‑of‑year expenditure reports.   The contractor's authority to manage funds received from state agencies was dictated by restrictive regulations and policies governing expenditures while providing little incentive for cost efficiency.  A few state agencies allowed for a negotiated settlement with a provider agency on the use of savings that were accumulated during the contract year.  The sheer complexity of financial management procedures cost contractors in time, money and energy.

Systems for evaluating the performance of contractors generally measured inputs, outputs and process or activity.  Few contracts could be described as performance‑based contracts which measure and fund programs based on the results of service delivered.  Most state agencies had quality assurance mechanisms or regulated licensing requirements as minimum requirements for contracting.  Some agencies had none.

State agency access to information systems and technology varied considerably.  State agencies collected a great deal of data on program licensing standards, client progress, funding sources and unit cost.  However, much of the information was maintained on paper.  Also data was not collected in a uniform way.  Those agencies with automated systems were unable to "share data".  Program measures were not consistently presented to enable a comparison of performance across state agencies and rate-setting mechanisms provided variable rate structures that also did not permit comparisons.     

SECTION II

1993-98 Historical Overview 

The overarching goal for the Purchase of Service Project has been the creation of a uniform, efficient and effective purchasing system for human services.  Initial project efforts focused on making the system more responsive to the needs of private providers doing business with the state, reducing administrative overhead in the contracting process and assessing the impact of services.   

The project has drawn from the expertise and best practices of other state governments and from private enterprise.  OPM has built sustained relationships with other state agencies, trade associations, advocacy groups and human service contractors through open and continuous dialogue, meetings, and workshops.  Systemic improvements have been the direct result of collaborative efforts by the Office of the Attorney General, the Office of the Comptroller, state agencies, provider agencies and OPM.  What follows is a brief outline of the activities and accomplishments of many to create a results‑oriented, streamlined purchasing system since the fall of 1992.

The initial efforts and accomplishments of the POS project are as follows:

The Procurement Process

· Planned and coordinated facilitated sessions with provider agencies, state agency personnel, consumers and business representatives on the development of a framework for the implementation of open competition for current services;

· Researched, contacted and met with representatives of other municipalities and states as well as performed a review of current literature on public and private partnerships;

· Planned and managed statewide conference on open competition featuring experts and attended by over 250 participants;

· Developed Suggested Procedures and Guidelines: Selection of Private Providers for the Award of Competitive Purchase of Human Service Contracts document to be used as a guide for POS state agencies.
The Contracting Process
· Established uniform contracting standards to assure legal sufficiency and consistency in contract development;

· Developed a standard contracting format, common language and amendment process that is utilized in awarding grants and contracting for the purchase of human services; made the timely execution of contracts a priority;

· Provided technical assistance to state agencies as needed;

· Established as policy a standard contracting cycle which increases state agency flexibility in setting contract start dates and duration;

· Developed common procedure for notifying contractor of default including an opportunity for appeal and remedy;

· Established common procedure for budget reduction notification and negotiation of the reduction on active contracts;

· Became the single point of contact with the Office of the Attorney General to discuss contracting issues, trouble shooting, technical assistance, etc.

· Developed a POS Contract – Part I, Guidelines document 
Legal Sufficiency
The Office of the Attorney General (OAG)

· Agreed to waive the requirement to audit each contract;
· Established a post‑auditing process;
· Granted a significant number of waivers;
Uniform Financial Management

· Conducted a case study of four state agency rate setting systems;
· Identified areas for increased efficiency and reduced administrative overhead; 

· Established OPM as Cognizant Agency and the Municipal Finance Services Unit of OPM as the lead in monitoring of nonprofit agency compliance with the State Single Audit Act (SSA);

· Established communication with state agencies to review and monitor state single audit issues and presented six technical assistance workshops for over 600 nonprofit contractors and certified public accountants;

· Reissued the State Single Audit Compliance Manual and issued clarification and guidance to CPAs, nonprofit entities and state agencies concerning critical definitions;
· Recommended legislative changes to SSA and established regulations to implement the changes;

Timely Payments

· Established a single expenditure account for human service purchases;

· Instituted post‑audit of contracts and payments to assure payments made in accordance with contractual commitments;

· Standardized an efficient automated commitment process;

· Automated the invoice and payment process;

· Developed a system to monitor both initial and regular payments to contractors;

Measures of Performance
· Articulated a protocol for inclusion of outcomes and measures in contracts in collaboration with the Office of the Attorney General; 

· Initiated development and refinement of outcomes and measures for new and existing programs;

· Coordinated the use of outcomes and measures for similar services across state agencies;

· Initiated a review process for program outcome measures that are included in Part III of POS agency contracts;

OPM Database

· Identified information needs for a comprehensive data system that would ultimately be used to plan, budget and evaluate program services and contractor performance;

· Developed data base and began collection of a limited amount of agency data;

· Assessed the challenges of improving the accuracy, completeness and consistency of the data;

.

SECTION III

Current Project Status:

1999-2002 Activities and Accomplishments
The POS Project in Perspective

The development of uniform standards for Connecticut's purchase of human service system is an evolving project.  The POS project has both initiated change and itself been subject to a constantly changing environment.  Aside from the contract management improvements previously reported, POS has continued to evolve with changes in: 

· Executive and legislative priorities

· The number of participating agencies

· Agency structures

· The number and nature of contracted human service programs

· The level of project visibility

· Personnel and staffing

· Economic climate

Public Act 92-123 set high goals and objectives for a uniform contract management process.    For the most part the timelines set out in the original legislation were difficult to meet.  A number of the project’s important goals can only be realized following significant systemic change.  As in all large complex organizations, systemic change in state government comes only with time and much concerted effort.    

Despite their different vantage points, OPM, OAG, state agencies and service provider representatives have continued to work together to reach consensus where possible.  Each has been willing to return again as needed to present varied perspectives and formulate recommendations for improving the system.  As a result of their efforts over the past decade, all POS project participants have gained an increased understanding of the value of a more unified system that is also flexible, creative and innovative at the program level.    

Recent Issue Areas

In the past four years private providers as well as state agencies involved in the POS project have raised and explored a number of important issues.  Some of the issues include:

· The cost of purchased services

· Cost settlement and surplus retention

· Evaluating outcomes

· Multiple financial systems

· Expanding Part I of the contract

· The OAG’s contract review process

· New statutes and regulations (both state and federal)

In considering each of these issues, all parties were guided by the following overall objectives:

· Contract language that safeguards both parties

· Efficient contracts administration

· Contracts that encourage measurable, high-quality service cost-savings

The results of their efforts have been as varied as the issues themselves.  Some reviews resulted in significant improvements to the POS system; others need further consideration and consensus building before they can be resolved.  Examples of each are covered below.

A.    Evaluating Outcomes

Evaluating outcomes is an important goal of the original POS legislation and a necessary component of a mature contract management system.  It is also one of the more illusive project goals.  The POS project has wrestled with performance measurement since its inception.  It is now apparent that initial efforts have produced uneven results.  Some programs are using outcome measures to evaluate results; more have articulated minimum standards of performance as a precursor to developing and using outcome measures.  Few, if any, could be said to have performance contracting as a standard operating procedure.  We continue to support the concept of measuring outcomes and acknowledge that there is more work to be done.     

However, our immediate objective regarding performance measures must be the possible not the perfect.  Efforts to track performance will continue within the bounds of existing resources and analytical constraints.  Common sense dictates that the methods not exceed an agency or contractor’s current capacity to use them.  Before significant gains can be made, agencies and contractors need a review of practical performance measurement methodology and more training in the development and use of outcome measures.  A final prerequisite to implementing outcome measures is the assurance that all parties will use them.   

B.    Cost Settlement and Surplus Retention

In August 1999, Secretary Ryan asked the Department of Mental Retardation to facilitate a process that would look at areas of concern to private providers regarding state agency contracting processes and to make recommendations.

Agencies were asked to look at:

· State agency contract management processes in relationship to bottom-line cost settlement and surplus retention.  This was to include a review of the DMR system.

· Data collected from providers regarding operational overruns.

Participating in the review were representatives from the Departments of Mental Retardation, Mental Health and Addiction Services, Public Health, Children and Families, Correction, Social Services, the Office of Policy and Management and Private Provider Trade Association representatives.

Activities

Two committees were formed and after two meetings they were merged into one.  The group decided that the issues were too interrelated to address separately.  Data was collected on the contracting process of the six state agencies in 1999 and three matrixes were developed.

A. State Agency Contract Processes – this matrix summarized the Purchase of Service (POS) contract processes for each state agency.

B. Payment and Cost Settlement Processes – this matrix looked at the payment and cost settlement processes in detail and compared processes across state agencies.

C. Allowable costs – this matrix listed areas of disallowable costs identified by providers as particularly problematic.

Findings

1. No two agencies handled budget revisions, allowable costs or payments in the same way.

2. Only DMR offered both bottom-line cost settlement and surplus retention.  However, all agencies had mechanisms in place to review and revise budgets during the contract year and beyond, in the case of DOC and DMHAS.

3. Most agencies allowed providers to move money within program budgets without prior approval.  The dollar and/or percentage limits on budget variances differed from agency to agency and sometimes between salary and non-salary costs.

4. With the exception of DOC all state agencies allowed money to be moved between salary and non-salary.

5. DMR, DMHAS and DCF had regulations that govern some of their contracting practices.  Other agencies were governed by practice and contract language.

6. Depreciation was not an allowable cost for DOC and DCF (contracts other than single cost).

7. Most state agencies disallowed judgments, public relations and costs related to fundraising.

8. DMR and DMHAS had limitations on the cost related to the Executive Director’s salary.    The allowable cost was limited to $75,000 of all state dollars and was legislatively mandated (PA 91-11, June Special Session).

9. The term “surplus retention” created public perception problems.

Recommendations

1. Establish state wide cost accounting standards and practices including

· Cost finding

· How new programs are brought in to service

· Consistent terminology including agreement on definition of Administrative and General (A&G) costs

· Documentation

· This would not include a standardized chart of accounts

2. Research the feasibility of prospective pricing, including various methods of establishing cost.  For prospective pricing to be feasible state agencies must have:

· Good outcomes to ensure that the state knows what it is buying and the provider knows what is expected

· Minimum program standards – i.e. regulations, licensing and

Prospective pricing practices that are specific to each agency

3. Establish a committee to implement the above recommendations.

It should be noted that Recommendation #1 (state-wide accounting standards and practices) must be in place to be able to go forward with prospective pricing.

State Agency Concerns Regarding Prospective Pricing:

· The state needs to protect against cost shifting, specifically from third party to the state.

· Prospective pricing means no mid-year adjustments.  This comes with risk and each side must be willing to accept that risk.

· Sate agencies with funding from various federal sources may have contract management resource issues.  The multitude of rules can make prospective pricing difficult if not impossible on a full scale for some agencies.

· Service quality assurance may be a resource issue.  Some programs may be better suited to this approach than others.

· Surpluses should not be used to add costs that have to be annualized.

C.    Legal Sufficiency Revisited

In March 2001, The Office of Policy and Management (OPM) began a review of the process by which the Attorney General’s (AG) Office reviews and approves state agency contracts for the purchase of human services (POS).  OPM undertook this review at the request of the POS agencies themselves.  The review involved six agencies:  the Departments of Children and Families (DCF), Corrections (DOC), Mental Retardation (DMR), Mental Health and Addiction Services (DMHAS), Public Health (DPH), and Social Services (DSS).  Three of the agencies had expressed concern with the continuous review and revision of their contracts by the AG’s Office.    They asked for OPM’s assistance in remedying the situation.

Before executing any contract with a human services provider, the agencies were required to send the contract to the AG’s Office, where the contract would be reviewed for “legal sufficiency.”  As the responsibility for this review for legal sufficiency fell to three different Assistant Attorneys General, who discharged their responsibility in different ways, the agencies had different experiences with the review process.  OPM decided to interview all six agencies in an effort to determine why three agencies experienced problems while the other three claimed they did not.    
Upon completion of the interviews, OPM presented its findings and preliminary recommendations to the POS agencies in late April 2001.  The agencies unanimously approved the recommendations and authorized OPM to represent them at a future meeting with the AG’s Office.  In early May, OPM met with the Deputy Attorney General and the three Assistant Attorneys General responsible for reviewing the POS contracts.  OPM shared its findings and presented its recommendations.  With a few minor exceptions, the AG’s Office agreed to implement OPM’s recommended changes.  From June through December, all the agencies involved - OPM, the AG’s Office, and the six POS agencies - worked together to implement the changes to the contract review process.
The most important changes to the process can be summarized as follows:

· Each POS agency will have a Memorandum of Agreement (MOA) with the AG’s Office.  The MOA standardizes the contract review process, which will now be uniform for the six POS agencies.
· Once the AG’s Office approves contract language, an agency may execute new contracts - without the AG’s review and approval – if the agency uses exactly the same (approved) language for the new contracts.
· The AG’s Office discontinued its review and approval of contracts that were amended due to the payment of a Cost of Living Adjustment (COLA).  If an agency uses an approved form, it may make a COLA amendment to the budget of an approved POS contract without the approval of the AG’s Office.
· Rather than reviewing and approving all agency contracts annually, contract language will be reviewed and approved every three years.  If an agency wishes to deviate from the approved language during the three-year time period, it must resubmit the contract to the AG’s Office for review and approval.
· Contracts for less than $15,000 no longer require the review and approval of the AG’s Office.  Previously, the threshold for review was $3,000.
See Attachment B:  Memorandum of Agreement.

D.    Contract Update: Compliance with The Health Insurance Portability & Accountability Act (HIPAA)

The standard format, currently in use in all POS state agencies, contains three sections to allow for maximum contract uniformity while ensuring the programmatic and policy flexibility needs of each state agency:

PART I:   
Incorporates standard statewide administrative policy language approved by the Office of the Attorney General.    

PART II: 
Includes contract terms required by specific department policies, procedures or regulations.

PART III: 
Identifies service or program specific contract terms.

The standard contracting format is periodically reviewed and updated in response to changing conditions.  A recent example of how the POS project is well positioned to do this is the timely adoption of statewide HIPAA Compliance language.    

Among other provisions, HIPAA calls for security and privacy standards, protecting the confidentially and integrity of “individually identifiable health information” past, present and future.  State agencies that process health care data may be considered “covered entities” and their contracted private providers may be considered “business associates; as such both must comply with the federal HIPAA requirements.                     

The POS workgroup identified HIPAA as a critical agenda item in 2002.  The state’s HIPAA coordinator from the Office of Information and Technology presented an overview of the program in Connecticut and answered questions regarding the applicability of the provisions to POS agencies and their private providers.  DOIT also facilitated a meeting between OPM staff and agency HIPAA staff.

From these initial contacts and information, OPM established a HIPAA workgroup consisting of representatives from agency HIPAA and POS staff, the Office of the Attorney General (OAG), private provider trade associations and their legal counsel.  In a series of meetings the group reviewed and discussed an OAG draft version of the HIPAA business Associate Addendum that would be issued to contracted nonprofit providers and others that provide a service on behalf of a “covered entity” state agency.  Specific issues raised in these meetings included an indemnification clause, control of and access to protected health information (PHI), paper vs. electronic data transmission, records retention and the compliance timeline.   

The product of this collaborative effort was model contract language that was referred to the POS workgroup for possible inclusion in a revised Part I.  The OAG concluded that it would be possible to place the “business associate” addendum in Part I and reference it in Part III to indicate whether or not the contracted provider must comply with HIPAA.  By placing the HIPAA provision in Part I, the POS workgroup ensured consistency and uniformity across all state contracts.  The revised contract language is being used by POS agencies in their 2003 contracts with private providers.

See Attachment C:  Part I, Section 37.
SECTION IV

NEXT STEPS
Anyone who follows trends in government management knows that contracting is becoming an increasingly important way that state government gets its work done.  In the future, successful agency operations may well be dependent on contracting success.  Contract management will be seen less as a subsidiary administrative function and more as a core competency of state government.  The POS project is well positioned to promote this needed change.    
The long-term and evolving contractual relationship between the state and private providers of human services is one of mutual dependence and mutual interest in developing an efficient, effective and cooperative working environment.  Fostering this environment has been the POS project’s reason for being.  In the past decade the POS project has accomplished much.  More timely payments and standardized contract language are two of the most important administrative advances.  Further standardization has been delayed by disparate core systems as well as individual agency policies and procedures.  A lot more needs to be done.

Where do we go next?
It is increasingly clear that systemic change in core governmental functions such as contract management is most likely to emerge from internal operating pressures.  Current resource limitations challenge both agency and provider’s ability to assure adequate human services to those in need.  In times of fiscal exigency, it is critical to set priorities, review and streamline administrative processes and eliminate all “non-value added” activities.    
.    
To further these efforts, the POS project in the next two years will focus on the following:
· Assess the contracting process in agencies in light of staff reductions and reorganizations and explore opportunities for more standardization;
· Monitor the impact of HIPPA and CoreCT implementation on the contracting process;
· Update the 1999 survey of state agency contracting processes.
· Revise Part I language and review agency Part IIs for standardization possibilities;
· Advance development of program assessment standards;
· Explore the feasibility and potential use of a redesigned OPM database after implementation of CoreCT;.
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Attachment A
Senate Bill No.   474

PUBLIC ACT NO.   92‑123

AN ACT IMPLEMENTING THE RECOMMENDATIONS OF THE COMMISSION TO EFFECT GOVERNMENT REORGANIZATION CONCERNING SERVICE PROVIDERS.



Section 1.  Section 4‑70b of the general statutes is repealed and the following is substituted in lieu thereof:


(a) The Secretary of The Office of Policy and Management shall assist the governor in his duties respecting the formulation of the budget and the correlating and revising of estimates and requests for appropriations of all budgeted agencies and shall also assist the governor in his duties respecting the investigation. supervision and coordination of the expenditures and other fiscal operations of such budgeted agencies.


(b) Said Secretary shall direct internal management consultant services to state agencies in such areas as administrative management. facility planning and review. management systems and program evaluation and such other special studies and analyses as he deems necessary.


(c) THE SECRETARY SHALL ESTABLISH UNIFORM POLICIES AND PROCEDURES FOR OBTAINING.  MANAGING AND EVALUATING THE QUALITY AND COST EFFECTIVENESS OF HUMAN SERVICES PURCHASED FROM PRIVATE PROVIDERS.  THE SECRETARY SHALL ENSURE ALL STATE AGENCIES WHICH PURCHASE HUMAN SERVICES COMPLY WITH SUCH POLICIES AND PROCEDURES.    THE SECRETARY SHALL REPORT TO THE GENERAL ASSEMBLY ON OR BEFORE JANUARY 1, 1994.  AND BIENNIALL THERE AFTER ON THE SYSTEM FOR THE PURCHASE OF SUCH SERVICES IN THE STATE.  THE REPORT SHALL INCLUDE AN ANALYSIS OF (1) THE RELATIONSHIP BETWEEN THE NUMBER OF PROVIDERS OF A PARTICULAR SERVICE IN A REGION AND THE COST OFTHE SERVICE AND (2) THE IMPACT OF THE STATE'S POLICIES AND PROCEDURES FOR THE PURCHASE OF HUMAN SERVICES ON THE COST OF PUR CHASING SUCH SERVICES.

Sec. 2. (a) The Secretary of The Office of Policy and Management shall (1) on or before January 1   1993.  (A) analyze current state agency practices for purchasing human services and identify her that could serve as models for developing standards to be applied state‑wide; (B) develop standards, in consultation with the office of the attorney general. for agencies to follow in selecting and entering into agreements and contracts with private providers including when to use a regional or state‑wide approach: and (C) develop standards for agencies to follow in auditing, monitoring and evaluating financial and programmatic activities of private providers;
(2) on or before July 1, 1993, (A) develop standards to insure timely payments to private service providers; and (B) study and report to the general assembly on the feasibility of using a single award approach to purchasing human services on a regional or local level; (3) on or before October 1,1993, (A) develop criteria for agencies to follow in determining whether to use private providers or agency staff. and (g) develop a plan for the Office of Policy and Management to maintain and analyze data on the state's use of private providers which shall include, but not be limited to. provisions for the analysis of the number and identity of. type of services, cost of services. geographic area of service delivery, agency purchasing the service. number of persons served, and measures performance and (4) on or before January 1,1994, (A) develop standards, coordinated with single audit procedures, to be applied to financial reporting including a uniform format for automates reporting by private providers; and (B) develop procedures for agencies to follow when setting rates for services and determining funding levels.


(b) There is established a task force to assist the Secretary of the Office of Policy and Management in carrying out the requirements of subsection (a) of this section.  The task force shall consist of the chairmen of the joint standing committees of the general assembly having cognizance of matters relating to human services: public health and appropriations or theft designees:  the attorney general tit his designee: the commissioners of human resources.   children and youth services: t health: mental retardation. aging, corrections, income maintenance and health services or their designees; the executive director of the Connecticut alcohol and drug abuse commission: three representatives of private human services providers one of whom shall, be appointed by the president pro tempore of the senate. one of whom shall be appointed by the speaker of the House of Representatives and one of whom shall be appointed by the majority leader of the senate. and three members of the public who utilize such services, one of whom shall be appointed by the majority leader of the House of Representatives. one of whom shall be appointed by the minority leader of the senate and one of whom shall be appointed by the minority leader of the House of Representatives.  The Secretary of the Office of Policy and Management shall serve as chairman of the task force.


Sec. 3.  The attorney general in consultation with the Secretary of the Office of Policy and Management shall develop standards for human service agencies to enter into multi year contracts with private providers of human services.
Attachment B

MEMORANDUM OF AGREEMENT

Subject: Approval authorization for waiver from the contract review process conducted by the Office of the Attorney General for certain enumerated programs of the Department of (insert Department name here).
Whereas, the Office of the Attorney General, as the chief legal officer of the State of Connecticut, reviews all state legal documents as to legal form and sufficiency, which includes contractual agreements to which the state is a party;
Whereas, the Department of (insert Department name here) (hereinafter the Department) is authorized to contract with providers of human services;
Whereas, the Department pays for contracted services from a variety of sources including private funds as well as funds provided to the Department by the Connecticut General Assembly and United States government; and
Whereas, the Department has submitted a request for a waiver from the contract review process of the Office of the Attorney General for the following programs:
(List all Programs subject to this "waiver" here, in numerical and in alphabetical order by template /program name)
1.

2.

3.

etc.

Whereas, the Department agrees it shall monitor the program performance, provision of services and expenditures of its contractors by conducting periodic on‑site visits, by reviewing reports it requires to be submitted by the contractor regarding contractor's provision of services and its receipt and expenditure of funds as required by the conditions of the contract and by requiring annual audits, and attests by signature to this Memorandum of Agreement that it will monitor with due diligence all of its contractors to verify compliance with the terms of their fully executed contracts;
Whereas, the Office of the Attorney General has reviewed the Part 1, Part II, and the Part III sections of the Purchase of Human Service (hereinafter the POS) contract language used by the Department for each program and said language meets the criteria for legal form and sufficiency as established by the Office of the Attorney General;
Whereas, the Department attests that it will execute each contract subject to this agreement according to written and oral instructions and training on executing contracts which have been provided to the Department by the Office of the Attorney General; page 1
Now Therefore, the parties agree as follows regarding the contracts indicated:


A.
The Department hereby acknowledges its understanding that Part I of the standard POS contract contains clauses applicable to all state agency contracts for human services; that Part II of the POS contracts contains clauses particular to each Department; and that Part III of the standard POS contract contains the specific contract obligations for each program and budget individualized to each contract;

B.
The Department attests that it will not alter any clause of Part I of the standard contract at any time; The Office of the Attorney General will notify the Department of any legislatively‑required changes to Part I of the standard contract, and will advise the Department as to the appropriate wording and location of such wording in Part I;

C.
The Department agrees it will not deviate from the approved Part II or Part III for any program covered by this Memorandum of Agreement without submitting proposed changes to the Office of the Attorney General for review and approval prior to implementation.  The time frames for such prompt submission and review will be by mutual agreement of the Department and Office of the Attorney General.  Pending the review and approval by the Office of the Attorney General of any proposed changes to either Part II or Part III of the standard contract, the Department may continue to use the last approved version of the subject Part;
D.
The Department may use the standard forms for Parts I, II, and III throughout the fiscal year once approved by the Office of the Attorney General without obtaining approval of each executed contract.  The waiver does not extend to amendments of any contracts unless the amendment template is included on an approved waiver;
E.
If the Department uses a template form for Cost of Living Adjustment (COLA) that has been reviewed and approved by the Office of the Attorney General, it may make a COLA amendment to the budget of an approved POS contract without submitting the COLA amendment to the Office of the Attorney General for review and approval;
F.
Attached to this waiver are the approved template forms for Part I, Part II and Part III for each program indicated above;
G.
The Department will continue to bring to the attention of the Office of the Attorney General any problems or unusual circumstances surrounding the drafting, execution, or implementation of its standard POS contracts;
H.
The Department will forward for review by the Office of the Attorney General any contracts calling for the provision of legal services and any contracts directly involving the use of attorneys in any capacity, but not including attorneys hired by the contractors for their own representation;
I.
The Office of the Attorney General will be available to consult with the Department on any legal issues arising from these contracts;
J.
The Office of the Attorney General reserves the right to periodically audit the subject standard contract to verify adherence with the provisions of this Memorandum of Agreement;

K.
Copies of the Part III templates for each program shall be on file with each party to this Memorandum of Agreement.

L.
This Memorandum of Agreement shall:

1. Become effective when executed by the Department and the Office of the Attorney General

2. Remain in effect for a period of three years and shall expire three
years from the date of execution unless specifically renewed by the mutual agreement of the Office of the Attorney General and the Department
M.
The Department and the Office of the Attorney General agree that the department may seek to add programs to the waiver during the course of the agreement by submitting them to the Attorney General's Office for review and approval.  Once approved, the subject additional program(s) shall be added to the waiver by Amendment to this Agreement.
N.
The Department and the Office of the Attorney General agree that each program template shall be reviewed at least once every three years.  The Department and the Office shall mutually select one‑third of the templates for review each year.  The most recent date of review will be contained on each program template.  While a program template is under review by the Office of the Attorney General, the agency may utilize the previously approved template for contracts unless the Memorandum of Agreement is no longer in effect or the agency is advised by the Office of the Attorney General that continued use of the template is legally insufficient.
APPROVED:

DEPARTMENT OF




___________________________________







(insert Department name here)

_____/_____/_____




____________________________________

Date






(insert Commissioner's name here)







Commissioner

APPROVED:

OFFICE OF THE ATTORNEY GENERAL

_____/_____/_____




____________________________________

Date








Deputy Attorney General

Attachment C

Human Service Contract

Part 1

37.
HIPAA Provisions

(a.)
If the Contactor is a Business Associate under HIPAA, the Contractor must comply with all terms and conditions of this Section of the Contract.  If the Contractor is not a Business Associate under HIPAA, this Section of the Contract does not apply to the Contractor for this Contract.
(b.)
The Contractor is required to safeguard the use, publication and disclosure of information on all applicants for, and all clients who receive, services under the contract in accordance “with all applicable federal and state law regarding confidentiality, which includes but is not limited to the requirements of the Health Insurance Portability and Accountability Act of 1996 (“HIPAA”), more specifically with the Privacy Rule at 45 C.F.R.  Part 160 and Part 164, subparts A and E; and

(c.) 
The State of Connecticut Department named on page 1 of this Contract  (hereinafter “Department”) is a “covered entity” as that term is defined in 45 C.F.R.   § 160.103; and
(d.) 
The Contractor, on behalf of the Department, performs functions that involve the use or disclosure of “individually identifiable health information,” as that term is defined in 45 C.F.R.   § 160.103; and
(e.)
The Contractor is a “business associate” of the Department, as that term is defined in 45 C.F.R.   § 160.103; and
(f.)
The Contractor and the Department agree to the following in order to secure compliance with the Health Insurance Portability and Accountability Act of 1996 (“HIPAA”), more specifically with the Privacy Rule at 45 C.F.R.   Part 160 and Part 164, subparts A and E:
I 
Definitions
A.
Business Associate.  “Business Associate” shall mean the Contractor.
B.
Covered Entity.  “Covered Entity” shall mean the Department of the State of Connecticut named on page 1 of this Contract.
C.
Designated Record Set.  “Designated Record Set” shall have the same meaning as the term “designated record set” in 45 C.F.R.   § 164.501.
D.
Individual.  “Individual” shall have the same meaning as the term “individual”’ in 45 C.F.R.   164.501 and shall include a person who qualifies as a personal representative as defined in 45 C.F.R.   § 164.502(g).
E.
Privacy Rule.  “Privacy Rule” shall mean the Standards for Privacy of Individually Identifiable Health Information at 45 C.F.R. part 160 and parts 164, subparts A and E.   
F.
Protected Health Information.  “Protected Health Information” or “PHI” shall have the same meaning as the term “protected health information” in 45 C.F.R.   § 164.501, limited to information created or received by the Business Associate from or on behalf of the Covered Entity.
G.
Required by Law.  “Required by Law”’ shall have the same meaning as the term “required by law” in 45 C.F.R.   § 164.501.
H.
Secretary.  “Secretary” shall mean the Secretary of the Department of Health and Human Services or his designee.    
I.
More Stringent.  “More stringent” shall have the same meaning as the term “more stringent” in 45 C.F.R.   § 160.103.
J.
Section of Contract.  “(T) His Section of the Contract” refers to the HIPAA Provisions stated herein, in their entirety.
II.
Obligations and Activities of Business Associate

A.
Business Associate agrees not to use or disclose PHI other than as permitted or required by this Section of the Contract or as Required by Law
B.
Business Associate agrees to use appropriate safeguards to prevent use or disclosure of PHI other than as provided for in this Section of the Contract.
C.
Business Associate agrees to mitigate, to the extent practicable, any harmful effect that is known to the Business Associate of a use or disclosure of PHI by Business Associate in violation of this Section of the Contract.
D.
Business Associate agrees to report to Covered Entity any use or disclosure of PHI not provided for by this Section of the Contract of which it becomes aware.
E.
Business Associate agrees to insure that any agent, including a subcontractor, to whom it provides PHI received from, or created or received by Business Associate, on behalf of the Covered Entity, agrees to the same restrictions and conditions that apply through this Section of the Contract to Business Associate with respect to such information.
F.
Business Associate agrees to provide access, at the request of the Covered Entity, and in the time and manner agreed to by the parties, to PHI in a Designated Record Set, to Covered Entity or, as directed by Covered Entity, to an Individual in order to meet the requirements less than 45 C.F.R.   § 164.524.
G.
Business Associate agrees to make any amendments to PHI in a Designated Record Set that the Covered Entity directs or agrees to pursuant to 45 C.F.R.   § 164.526 at the request of the Covered Entity, and in the time and manner agreed to by the parties.
H.
Business Associate agrees to make internal practices, books, and records, including policies and procedures and PHI, relating to the use and disclosure of PHI received from, or created or received by, Business Associate on behalf of Covered Entity, available to Covered Entity or to the Secretary in a time and manner agreed to by the parties or designated by the Secretary, for purposes of the Secretary determining Covered Entity’s compliance with the Privacy Rule.
I.
Business Associate agrees to document such disclosures of PHI and information related to such disclosures as would be required for Covered Entity to respond to a request by an Individual for an accounting of disclosures of PHI in accordance with 45 C.F.R.   § 164.528.
J.
Business Associate agrees to provide to Covered Entity, in a time and manner agreed to by the parties, information collected in accordance with paragraph I of this Section of the Contract, to permit Covered Entity to respond to a request by an Individual for an accounting of disclosures of PHI in accordance with 45 C.F.R.   § 164.528.
K.
Business Associate agrees to comply with any state law that is more stringent than the Privacy Rule.
III.
Permitted Uses and Disclosures by Business Associate

A.
General Use and Disclosure Provisions:  Except as otherwise limited in this Section of the Contract, Business Associate may use or disclose PHI to perform functions, activities, or services for, or on behalf of, Covered Entity as specified in this Contract, provided that such use or disclosure would not violate the Privacy Rule if done by Covered Entity or the minimum necessary policies and procedures of the Covered Entity.
B.    
Specific Use and Disclosure Provisions:
1.
Except as otherwise limited in this Section of the Contract, Business Associate may use PHI for the proper management and administration of Business Associate or to carry out the legal responsibilities of Business Associate.
2.
Except as otherwise limited in this Section of the Contract, Business Associate may disclose PHI for the proper management and administration of Business Associate, provided that disclosures are Required by Law, or Business Associate obtains reasonable assurances from the person to whom the information is disclosed that it will remain confidential and used or further disclosed only as Required by Law or for the purpose for which it was disclosed to the person, and the person notifies Business Associate of any instances of which it is aware in which the confidentiality of the information has been breached.    
3.
Except as otherwise limited in this Section of the Contract, Business Associate may use PHI to provide Data Aggregation services to Covered Entity as permitted by 45 C.F.R.   § 154.514(e)(2)(I)(B).
IV.
Obligations of Covered Entity
A.
Covered Entity shall notify Business Associate of any limitations in its notice of privacy practices of Covered Entity, in accordance with 45 C.F.R.   164.520, or to the extent that such limitation may affect Business Associate’s use or disclosure of PHI.
B.
Covered Entity shall notify Business Associate of any changes in, or revocation of, permission by Individual to use or disclose PHI, to the extent that such changes may affect Business Associate’s use or disclosure of PHI.
C.
Covered Entity shall notify Business Associate of any restriction to the use or disclosure of PHI that Covered Entity has agreed to in accordance with 45 C.F.R.   § 164.522, to the extent that such restriction may affect Business Associate’s use or disclosure of PHI.   
V.
Permissible Requests by Covered Entity

Covered Entity shall not request Business Associate to use or disclose PHI in any manner that would not be permissible under the Privacy Rule if done by the Covered Entity, except that Business Associate may use and disclose PHI for data aggregation, and management and administrative activities of Business Associate, as permitted under this Section of the Contract.

VI.
Term and Termination



A.
Term.  The Term of this Section of the Contract shall be effective as of the date the Contract is effective and shall terminate when all of the PHI provided by Covered Entity to Business Associate, or created or received by Business Associate on behalf of Covered Entity, is destroyed or returned to Covered Entity, or, if it is infeasible to return or destroy PHI, protections are extended to such information, in accordance with the termination provisions in this Section.

B.
Termination for Cause.  Upon Covered Entity’s knowledge of a material breach by Business Associate, Covered Entity shall either:
1.
Provide an opportunity for Business Associate to cure the breach or end the violation and terminate the Contract if Business Associate does not cure the breach or end the violation within the time specified by the Covered Entity; or
2.
Immediately terminate the Contract if Business Associate has breached a material term of this Section of the Contract and cure is not possible; or
3.
If neither termination nor cure is feasible, Covered Entity shall report the violation to the Secretary.
C.
Effect of Termination.    
1.
Except as provided in paragraph (2) of this subsection C, upon termination of this Contract, for any reason, Business Associate shall return or destroy all PHI received from Covered Entity, or created or received by Business Associate on behalf of Covered Entity.  This provision shall apply to PHI that is in the possession of subcontractors or agents of Business Associate.  Business Associate shall retain no copies of the PHI.
2.
In the event that Business Associate determines that returning or destroying the PHI is infeasible, Business Associate shall provide to Covered Entity notification of the conditions that make return or destruction infeasible.  Upon documentation by Business Associate that return of destruction of PHI is infeasible, Business Associate shall extend the protections of this Section of the Contract to such PHI and limit further uses and disclosures of PHI to those purposes that make return or destruction infeasible, for as long as Business Associate maintains such PHI.    Infeasibility of the return or destruction of PHI includes, but is not limited to, requirements under state or federal law that the Business Associate maintains or preserves the PHI or copies thereof.   
VII.  Miscellaneous Provisions

A
Regulatory References.  A reference in this Section of the Contract to a section in the Privacy Rule means the section as in effect or as amended.
B.
Amendment.   The Parties agree to take such action as in necessary to amend this Section of the Contract from time to time as is necessary for Covered Entity to comply with requirements of the Privacy Rule and the Health Insurance Portability and Accountability Act of 1996, Pub.   L.   No.   104-191.
C.
Survival.  The respective rights and obligations of Business Associate under Section VI, Subsection C of this Section of the Contract shall survive the termination of this Contract.
D.
Effect on Contract.  Except as specifically required to implement the purposes of this Section of the Contract, all other terms of the contract shall remain in force and effect.
E.
Construction.  This Section of the Contract shall be construed as broadly as necessary to implement and comply with the Privacy Standard.  Any ambiguity in this Section of the Contract shall be resolved in favor of a meaning that complies, and is consistent with, the Privacy Standard.
F.
Disclaimer.  Covered Entity makes no warranty or representation that compliance with this Section of the Contract will be adequate or satisfactory for Business Associate’s own purposes.  Covered Entity shall not be liable to Business Associate for any claim, loss or damage related to or arising from the unauthorized use or disclosure of PHI by Business Associate or any of its officers, directors, employees, contractors or agents, or any third party to whom Business Associate has disclosed PHI pursuant to paragraph II D of this Section of the Contract. Business Associate is solely responsible for all decisions made, and actions taken, by Business Associate regarding the safeguarding, use and disclosure of PHI within its possession, custody or control.
G.
Indemnification.  The Business Associate shall indemnify and hold the   Covered Entity harmless from and against all claims, liabilities, judgments, fines, assessments, penalties, awards, or other expenses, of any kind or nature whatsoever, including, without limitation, attorney's fees, expert witness fees, and costs of investigation, litigation or dispute resolution, relating to or arising out of any violation by the Business Associate and its agents, including subcontractors, of any obligation of Business Associate and its agents, including subcontractors, under this Section of the Contract.
THIS MUST BE INSERTED INTO EACH Purchase of Services Contract on the signature page:
The Contractor herein IS  / IS NOT a Business Associate under HIPAA*:
                            (circle one**)
______________________________________

______________________________________
Authorized signatory for the contractor



Authorized signatory for (agency abbreviation)
______________________________________

______________________________________
(Typed name and title)






(Typed name and title)
______________________________________

______________________________________
Date










Date
* per Part I, Section 37 of this contract
** Department must make this determination before Contract is signed.
Attachment D

POS Contract Activity by Agency in 2002
	Agency
	# of Contract
	$ Amount

	
	
	

	DPH
	   126
	 22,687,827

	DMR
	   263
	353,610,473

	DSS
	1,166
	423,872,236

	DCF
	   675
	306,206,472

	DOC
	    24
	 18,722,388

	DMHAS
	  200
	185,751,170

	
	
	

	Total
	2,454
	$1,310,850,566
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