STATE OF CONNECTICUT
OFFICE OF POLICY AND MANAGEMENT

MEMORANDUM

TO: Commissioner Roderick L. Bremby, Department of Social Services
Commissioner James Dzurenda, Department of Corrections
Commissioner Joette Katz, Department of Children and Families
Commissioner Terrence W. Macy, Department of Develocpmentat Disabilities
Commissioner Jewelt Mullen, Department of Public Health
Commissioner Amy Porter, Department of Rehabilitation Services
Commissioner Patricia Re»hm“grfbepartment of Mental Health and Addiction Services

FROM: Benjamin Barnes, Secreta
SUBJECT: New Health and Human ervices Purqhase of Services (POS) Policy and Procedure
DATE: May 29, 2013

Section 4-70b{d} of the Connecticut General Statutes indicates that the Secretary of the Office of
Policy and Management shall establish uniform policies and procedures for State Purchase of Service
{POS) agencies to obtain, manage and evaluate the guality and cost effectiveness of health and human
services purchased from a private provider organization. According to this section, the Secretary shall
require all state agencies which purchase direct health and human services to comply with such policies
and procedures.

OnJuly 18, 2011, a new POS policy and procedure was issued regarding Program Budget
Variances & Revisions. Some revisions have been made to this policy and procedure, which revised
policy and procedure is attached. The revisions involve the threshold for when budget revisions are and
are not required. This revised policy and procedure is to be effective on or before July 1, 2013 for all
POS contracts.

If you or your staff members have any questions in this regard, please contact Valerie Clark at
valerie.clark@ct.gov or at {860) 418-6313. Thank you for your cooperation in this regard.

Attachment

Cc: . Terry Edelstein, Nonprofit Liaison to the Governor
Kathy Brennan, Deputy Commissioner, D55
Cheryl Cepelak, Deputy Commissioner, DOC
Lisa Davis, Deputy Commissioner, DPH
Paul Diteo, Deputy Commissioner, DMHAS
Joseph Drexler, Deputy Commissioner, DDS
Elizabeth Graham, Deputy Commissioner, DCF
Robert S. Dakers, Executive Finance Officer, OPM
Valerie Clark, OPM

450 Capitol Avenue + Hariford, Connecticut 06106-1379
Www.ct.gov/opm




POS Policy and Proceduras
Original: 07.48.11; Revised: 05.28.13

Category:

Budget Flexibility

Issue:

Program Budget Variances & Revisions

Definitions:

budget (or program budget} -a spending plan for expenses covered by the contract

budget revision request- a form submitted by a provider to amendthe funding ameount for
g cost category or line item in a previously approved budget

budget variance- a discrepancy between (1) the approved funding amount for a cost
category or line itemand {2) the actual expenditure for that cost category or line item,
as reported by a provider

disaflowed expenditfure -funds expended by a provider that the SCA deems unallowable,
unreasonable, or unnecessary due to noncompliance with (1) the standard policy for program
budget variances and revisions, as staied herein, (2} the purposes specified or authorized by the
contract, (3) the stated objecfives of the funded program, or {4) OPM's Cost Standards

SCA - acronym for "State contracting agency”

Finding:

Pursuant fo the POS coniract, a provider agrees o expend funds in accordance with the approved
program budget. That said, projected and actual expenses may sometimes vary during the term
of the contract. In such situations, a provider may find i neceésary(‘l) to report expenditures that
vary fromthe approved budget or (2) to requesta revision of the approved budget.

The SCAs have established differing business rules and procedures for handiing such budget
variances and revisions. Whereas these business rules and procedures are not stipulated by law or
regulation, the SCAs see an opporiunity to standardize them and give providers more fiscal flexibility
at the same time. The intentis to reduce the amount of ime-consuming paperwork and, thereby,
achieve administrative cost savings for beth providers and State contracting agencies.

Standard Policy:

I. Budget Variances Less Than or Equal To 20% or $5,000, whichever is more*

A provider may incur expenses that vary up to twenty percent (20%) or $5,000, whichever is
more=, for any program budget's cost category or line itern without requesting prior approval. All
approved budget amounts and corresponding expenditures must be accurately reflected on all
required expenditure reports submitted fo the SCA. Upor review, any budget variance that the SCA
disaliows must be reimbursed or reconciled in accordance with the SCA’s policy.

2. Budget Variances Greater Than 20% or $5,000, whichever is more™

Ifa provider incurs expenses that vary more than twenty percent (20%}) or $5,000, whichever
is more*, for any program budget's cost category or line item, a writlen justification must be
submitted to the SCA with the required expenditure report.  Upon review, any budget variance
thatthe SCA disaflows must be reimbursed or reconciled in accordance with the SCA’s policy.

*Note; For the Department of Public Health, the threshoid amounts will not include the “or $5,000, whichever is more”
provision. The “or $5,000, whichever is more” provision shall also not apply to the A&G cosi category line-item for all
SCA POS contracts.
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3. Salary And Wage Variances

A provider may vary an individual salary or wage without prior approval if the varisnce
is less than or equa! to 15%If the varance is greater than 15%, a provider must requeast
pricr approval from the SCA. *Providers with DDS contracts are.axempt from the prior
approval requirement for individuall wage or salary varances.”

4. Budget Revisions

ifa provider anticipates a significant variance from the approved budget, the 5CAs
strongly recommend that the provider submit a budget revision request. Significant
varianees include, but are not limited to, {1) anticipation of over-expenditures grestly
exceeding the twenty percent threshold, (2} addition of a cost category or line item
not currently included i the approved budget, or (3) a material change related to
the performance of sarvices under the coniract, such as subcontracting services that-
the contract specifies shall be performed by the provider. The purpose of a budget
revision request is 1o reslign contact requirements for expenditures going forward and
to assure a provider that any anticipated over-expenditures will be aliowable. Upon
approval, the amounis of the cost categories or line iterns wili be adjusted in a revised
program budget.

Budget revision requests must be submilted not later than 45 calendar days prior o the
end of the applicabie fiscal year or funding pericd. Reqguests submitted after the
deadine will not be accepted. A provider shall not implement any significant vanance
pricr to receiving a revised program budget from the SCA. Should & provider not
adhere to this process, any vanances above the 20% or more than $5,00C, whichever is
greater (note DPH and A&G exceptions above), threshold that the SCA deems
unacscepiable, unnecessary or unallowable will be subject to reimbursement or
reconciliaiion in accordance with the SCA's policy.

Appiicability:

Cost categories () of ne items! 2) within & program budgel, as defined by the SCA

1. Developmental Services {DDS), Mental Health & Addiction Services
2. Children and Families, Correction, Public Health, Social Services

Notes:

A provider wishing to transfer funds befween programs funded by & SCA must request
pricr approval.

Contract award amounts can be changed only through a formal contrast amendment.
Therefore, all variances and revisions must be budget neutral and have ne impact on
the contract's total cost or value,

Dverride:

if 2ny federal or State law or regulation prescribes a policy or requirament that differs
fromi the one established herein, such policy or requirement shall control and govern.

Effective Date:

Thig policy shall be effective on or before July 1, 2013 for ail POS contracts.
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