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TO THE FISCAL COMMITTEE OF THE GENERAL COURT:

We have conducted a performance audit of the developmental services
system in the state of New Hampshire in accordance with recommendations
made to the Fiscal Committee by the Joint Iegislative Performance Audit
and Oversight Committee. Our audit was conducted in accordance with
generally accepted governmental auditing standards and accordingly
included such procedures as we considered necessary in the
circumstances. (Except as otherwise noted.)

The primary objective of our audit centered on evaluating the
efficiency and effectiveness of New Hampshire's system of services for
persons with developmental disabilities in accordance with state
policies. The review included services provided to children (aged 3-
21) by the NH State Department of Education, through its enforcement of
state statutes and the Education for all Handicapped Children Act of
1975 (PL 94-142) entitling all children to a free and appropriate
education, and to adults (21 and older) and infants (0-3 years) through
the Division of Mental Health and Developmental Services and its
network of area agencies.

In January 1991, the state closed its only institution for citizens
with developmental disabilities. Therefore, almost all persons with
disabilities now live and work in community settings. The closure of
Iaconia Developmental Services (formerly Laconia State School) and the
elimination of institutional 1life as an option for persons with
developmental disabilities is seen by experts in the field of
developmental services as an extraordinary accomplishment. New
Hampshire is the first state in the nation to eliminate institutional
life for its disabled citizens.

Our audit entailed extensive research into the field of developmental
disabilities and consultation with professionals working in the field,
both inside and outside state government. We mailed 110 surveys to
public and private schools asking for information related to special
education programs for developmentally disabled children and the nature
of their interaction with NH State Department of Education.
Additionally, we surveyed all twelve area agencies under contract with
the Division of Mental Health and Developmental Services.



It is important to recognize that performance auditing is by its nature
a critical process, designed to identify problems or weaknesses in past
and existing practices and procedures. We have attempted to note
successful or positive practices, procedures and outcomes that we found
and for which sufficient documentation was available. However, the
emphasis of this report is naturally on those areas where program
improvements could be made.

This report results from an evaluation of information obtained from the
sources noted above and is intended solely to inform the Legislative
Fiscal Committee of our findings and should not be used for any other
purpose. This restriction is not intended to limit the distribution of
this report, which, upon acceptance by the Fiscal Committee, is a
matter of public record.

% OFF%é‘ LEGISILATIVE B%ASSISTANT

April 1991
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SUMMARY

DEVELOPMENTAL SERVICES
SYSTEM

Responsibility for New Hampshire's
service system rests with two
state departments: the Department
of Health and Human Services
(DHHS) and the Department of
Education (NHSDE). Within DHHS,
the Division of Mental Health and
Developmental Services (DMHDS) is
statutorily required to establish,
maintain, implement, and
coordinate a comprehensive service
delivery system for people with
developmental disabilities in
accordance with RSA 171-A. The
division's Office of Community
Development Services (CDS)
develops, manages, and monitors
community services provided
through 12 area agencies. The
Division has a comprehensive and
well-developed system for
monitoring the programmatic and

financial activities of area
agencies. Area agencies are
private, non-profit corporations

under contract with the DMHDS.
Role of Area Agencies

Area agencies play a central role
in the delivery of developmental
services in New Hampshire. During
fiscal year 1990, they spent $59.2
million and served 3,218 clients
at an average cost of $18,400 per
client. An average cost of
$18,400 for community-based
service is less than the average
cost of $18,600 to provide
institutional services in 1980.

The average cost of specific
services varies widely, from a low
of $908 per client for family
support respite services to a high
of $72,514 per year for clients in

need of residential and medical
services 1in an intermediate care
facility.

On average, area agencies spent
$4.9 million during fiscal year
1990, ranging from a low of $2.8
million in Region I (Northern) to
a high of $9.4 million in Region
VII (Manchester). They employed
972 full time equivalent employees
and contracted with approximately
80 providers of direct services.
The state funds about 64 percent
of area agency expenditures
through annual contracts and the

medicaid match. The federal
government funds another 28
percent (thru the Medicaid

program) with the remainder coming
from client fees, donations and
miscellaneous income.

New Hampshire has been very
successful in accessing Medicaid
support for clients in the
community. It has the distinction
of obtaining the highest Medicaid
per capita funding in the nation
for community services and serves
the highest percentage of
recipients under the Medicaid
waiver program of any state.

Role of Iocal School Districts

Federal law requires a free and
appropriate public education for
educationally handicapped
children. Education programs for
children with developmental
disabilities are special education
programs provided by local school
districts. The Bureau for Special
Education Services sets statewide
standards for special education
programs, monitors local school
district compliance with these
standards, and ensures that

1
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special education programs are
integrated with general curriculum
and instructional programs in
accordance with RSA 186-C.

Vocational Rehabilitation

The NHSDE Division of Vocational
Rehabilitation provides education,
training, and job placement
services for handicapped people,
including those with developmental
disabilities, who have employment
potential, as authorized in RSA
200-C.

Closure of IDS

One significant feature
distinguishes New Hampshire's
developmental service system from
the other states. On January 31,
1991, the state closed Iaconia
Developmental Services (IDS), the
only state operated institution
for people with developmental
disabilities. In closing IDS, New
Hampshire became the first state
in the nation to eliminate the
large institution as an option for

people with developmental
disabilities. These people now
live and work in their
comunities. Experts regard this

as an extraordinary achievement.
By virtue of closing IDS, New
Hampshire 1leads other states in
community-based developmental
services.

The chart on page 11 illustrates
the service system existing today.

TYPES OF SERVICES

Services for people with
developmental disabilities are
furnished by various agencies
according to age. Children from

birth to age three who are, or

are at risk of Dbecoming,
developmentally disabled may
receive early intervention
services through area agencies.
Early intervention programs
include education, health care,

nutritional counseling, medical
assessments, and other services.

Area agency family support
programs help families with
developmentally disabled children
of any age. Typical family
support services are information
and referral, counseling, respite
care, parental training,
transportation, adaptive supplies,
and various other services.

From 3 to 21 years of age,
children are eligible for special
education and educationally
related services. Local school
districts furnish these services
according to program standards
enforced by the NHSDE.
Educationally related services
include transportation, physical
and occupational therapy, speech
pathology and audiology, and
diagnostic and evaluative medical
treatment.

Adults over 21 can qualify for an
array of services offered by area
agencies, under the Jjurisdiction
of DMHDS. Among these are
residential, day, vocational, and
case management services. In
addition, adults with employment
potential may receive
rehabilitation training and job
placement assistance through the
NHSDE Division of Vocational
Rehabilitation.
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CLIENT BASE AND
PROGRAM COSTS

Area agencies served 3,218 clients
in fiscal year 1990. ILaconia
Developmental Services served an
average client census of 71
clients during 1990. Special
education programs served 1,088
students with developmental
disabilities and DVR served 209
adults with developmental
disabilities in fiscal year 1990.
In total, the system served about

4,500 individuals in 1990. The
following graph illustrates the
estimated system wide cost of
$83.7 million and its component

parts.

Expenditures for the DMHDS and
NHSDE during fiscal year 1990 are
presented on page four, broken
down to reflect the relative size
of services for individuals with
disabilities within each operating
unit.

DEVELOPMENTAL SERVICES
FEDERAL, STATE, AND LOCAL EXPENDITURES
FISCAL YEAR 1990
Total Expenditures = $83.7 Million

® Vocational Rehab. 1.55% ® DMHDS 2.99%

$1.3M

AT

,,rf""'r

Py
‘A

<.5M
$ LDS 13.98%

$117M

Schools 10.75%
$oMm

Area Agencies 70.73%
$59.2M

Sources: 1990 Statement of Appropriation;
area agency audit reports;
LBA computations of NHSDE data.

? Estimates based on average costs

b DMHDS includes only developmental
services expenditures not already
accounted for under Area Agencies
or LDS.
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DMHDS
FISCAL YEAR 1990 EXPENDITURES
Total Expenditures = $148.5 Million

$11.7M 7.88%

Central Office _
$3.2M 2.15%

HHIT
Ji ’i CDS
E% I \ $57.6M 86,727

N H Hospital
$33.1M 22.29%

Glencliff ™~
$4M 2.697%
Mental Health
$3I0M 26.26%
CDS ~ Community Developmental Services

LDE ~ Laconia Developmental Services

SOURCE: 1990 Statement of Appropriation

DEPARTMENT OF EDUCATION
FISCAL YEAR 1990 EXPENDITURES
Total Expenditures = $128.8 Million

Off. of Comm. & Adm.
$13M 10.09% Div. of Stds. & Cert

$10.5M 8.15%

Foundation Aid
$37.3M 28.96%

DVR
$12.4M 9. 6‘}/6

$25.8 f).i}ﬁ%
BSE — Bureau for Special Education Services
DVR - Division of Vocational Rehabilitation

SOURCE: 1990 Statement of Appropriation
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SUMMARY OF AUDIT
OBSERVATIONS

Our audit observations cannot be
condensed into a single summary
statement on New Hampshire's
system of developmental services.
In fact, audit results provide a
study in contrasts, as described
below:

e NH is the first state to
eliminate institutional services
for adults, but lags behind many
states in placing students with
developmental disabilities in the
least restrictive classroom
environment.

e The two state departments

responsible for providing
developmental services operate
within two entirely separate

service systems that change from
an entitlement-based system during
school aged years to an
appropriation-based service system
during adult years. This change
often necessitates the maintenance
of long waiting lists in the adult
service system.

e More people than ever remain
on waiting lists for essential
community-based services in spite
of a six-fold increase in
financial resources committed to
community based services since
1983.

e State spending for the
educationally handicapped
increased approximately 185% from
1983 to 1990. Yet, the NHSDE has
no cost and service level
benchmarks, and cannot provide
accurate financial data on the
cost of providing special
education services.

These and other key observations
are sumarized below under the
three major captions of system-
wide issues, and issues that
pertain specifically to NHSDE and
to DMHDS. Page references are
made to the detailed discussion in
the body of the report.

SYSTEM-WIDE ISSUES

WATTING LISTS

We found that the services
provided by both DMHDS and the DVR
are not adequate to meet the needs
of all individuals eligible for
services. As of December 1990,
about 800 people were on DMHDS
waiting lists for case management,

early intervention programs,
respite, residential, and adult
day programs. The waiting 1list

has grown by 308% since January of
1987. The legislature appropri-
ated $1.5 million in fiscal year
1990 and another $2.0 million in
fiscal year 1991 to reduce the
waiting list. However, these
appropriations have not resulted
in reducing the number of people
on the waiting list because new
people are constantly added to the
list. According to our calcula-
tions, based on the actual average
cost of services provided during
fiscal year 1990, the estimated
cost to provide all urmet needs as
of December 1990 is about $16.9
million. The state's share is
approximately 64 percent, or $10.8
million. The clients with urgent
unmet needs, coded as "Priority
1", with serious health or life-
threatening emergencies, accounts
for $2.3 million of the $16.9
million total cost to eliminate
the waiting list. (p. 110)

5
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We estimate that 474 persons with
developmental disabilities were
waiting for vocational
rehabilitation services from DVR
as of October 1990. The waiting
list for vocational rehabilitation
services, known as the pre-active
caseload, has increased 129% since
1983. (p. 172)

We recommend that both divisions
continue to explore areas for
further resource efficiencies,
both in administrative economies
and in developing and identifying

more cost effective service
models.
PLANNING
Because of the decentralized

nature of developmental services,
comprehensive and coordinated
planning at the state level is
crucial for efficient and
effective use of resources. We
found that NHSDE has not developed
a comprehensive plan for special
education services as directed in
RSA 186-C:4 in 1985. Although
NHSDE began to develop a plan, it

has never produced a final
document. The law requires
updates to the plan every two
years. (p. 72)

DMHDS has developed long-term

comprehensive plans in the past
for the services it provides
through the area agencies, but the
last plan was completed in 1985.
This plan is now outdated. DMHDS
achieved most of the goals and
objectives outlined in its
previous plans. DMHDS requires
each area agency to complete
biennial plans. However, the
division has not used the regional
plans in a systematic, coordinated

manner and has not incorporated
them into a statewide planning
document. (p. 119)

We recommend that both DMHDS and
NHSDE develop comprehensive, long-
term planning documents and update
them on a regular basis. Each
department should coordinate its
own plan with the goals and
objectives of other agencies
involved in developmental services
to avoid <conflicting or
uncoordinated transitions from one
service to another.

INTERAGENCY COORDINATTON

Because individuals with
developmental disabilities may
require services and supports
throughout their lifetime and
because the state provides those
services through several different
agencies, the need for strong
coordination among the state's
agencies 1is instrumental in
avoiding excessive bureaucratic
complications and ensuring that

all available resources-- state,
local and federal-- are used as
efficiently as possible. We found

several areas where coordination
among the states's agencies was
inadequate to ensure an effective
and efficient system of services.
These include the following areas
that c¢cross state agency
boundaries:

e System-wide Coordination of
Program Planning and Service
Delivery. Planning, forecasting,
and sharing of resources between
state agencies may be inhibited by
the lack of readily available,
compatible information concerning
the system-wide impact of meeting




EXECUTIVE

SUMMARY

the needs of individuals with
developmental disabilities as they
grow from infancy to adulthood.

(p. 181)

e Interagency Adreements.
State and federal laws require
various levels of cooperative
efforts between state agencies
that serve ©people with
developmental disabilities.
Although NHSDE and DHHS have taken
significant action to carry out
these requirements, they have not
met their full responsibilities.
The agencies need to take further
steps to effectively coordinate
their services. (p. 186)

° Transition from School to
Work. The Division of Vocational
Rehabilitation should strengthen
its procedures for the transition
from school to work for high
school students with developmental
disabilities. Transition services
offer great potential to affect
successful integration from school
to work in adult life. (p. 177)

e DPrevention Activities. The
nature and extent of prevention
activities varies among regions.
No state agency has the explicit

responsibility to lead
developmental disability
prevention efforts. Seven of

eleven area agencies reported that
the level of prevention activity
was low in their region. Only one
region rated it as high. (p. 39)

Other issues related to
coordination of services include
catastrophic health care costs
discussed on page 194 and medicaid
disincentives discussed on pages
195 and 196.

DATA COLLECTTON

The importance of collecting
accurate and adequate data on
services cannot be overstated.
Without reliable data, the state
does not have a sound basis for
planning and budgeting purposes.
Without adequate data, management
cannot measure its progress or
determine whether goals and
objectives have been met.

The most significant deficiency we
found in the area of data
collection was that the Bureau for
Special Education Service has not
collected accurate and meaningful
data on the costs of special
education services. These
deficiencies occurred in spite of
a specific legislative directive
to compile financial information
and develop cost and service level
benchmarks. (p. 74)

The need for a strengthened audit
effort of local school districts
became apparent as we discovered
the questionable accuracy of the
financial information reported by

local schools. (p. 79)

SPEDIS, a management information
system for special education,
falls short of ©providing

information vital to effective
management of special education
services statewide. (p. 76)

Although DMHDS has very detailed
information relating to activity
within a given year, it does not
maintain historical data for
purposes of analyzing long-term
trends in service 1levels and
program costs. (p. 160)
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Additionally, DMHDS has not fully
developed outcome measures to
evaluate the effectiveness of all
services provided by the area
agencies. Without such measures,
the division cannot adequately
measure improvements in services
or progress toward achieving goals
over time and cannot objectively
assess variances in program costs.
(p. 159)

The observations discussed above
conclude our comments which
reflect system-wide concerns. The
following observations summarize
our findings that relate
specifically to NHSDE or DMHDS.

DEPARTMENT OF EDUCATION

PLACEMENT ISSUES

According to a recent study,
reported in Promises to Keep, NH
ranks 35th among the states in its
efforts to integrate students with
developmental disabilities into
the educational mainstream. The
total educationally handicapped
population increased 31.1 percent
from 15,009 students in 1983 to
19,674 students in 1990. The
developmentally disabled
population, a component of the
educationally handicapped
population, experienced a reported
28.7 percent decline from 1,525
students in 1983 to 1,088 in 1990.
More importantly, we are concerned
with the apparent trend of placing
more students in self-contained
classrooms. Between 1983 and 1990
the number of educationally
handicapped students placed in
self-contained classroons

increased by 145.3%. During the
same period the number of

developmentally disabled students
in self-contained classrooms
increased 96.5 percent. (p. 62)

The foundation aid formula is
weighted to give (greater
assistance to students in more
restrictive settings and may
provide a disincentive for local
schools to place students in the
least restrictive enviromment.

(p. 67)

NHSDE has not adequately ensured
that educationally handicapped
persons between the ages of 18 and
21 years in state prisons and
county correctional facilities are
receiving a free and appropriate
public education. (p. 70)

PLANNING AND MANAGEMENT

NHSDE's role in providing
technical assistance to enable
local school districts to
integrate special education
students into regular classrooms
has not been adequate. It also
has not coordinated and integrated
special education services within
the Division of Instructional
Services as required by RSA 186-
C:3(I) and RSA 21-N:6. (p. 81)

NHSDE does not have a Research and
Demonstration Unit established
within the bureau as required by
RSA 186-C:3. The unit is intended
to serve as a focal point for the
study and dissemination of
critical special education issues
and problems. (p. 82)

COMPLAINTS AND DUE PROCESS

NHSDE regulations regarding
complaints, due process hearings
and grievances are unnecessarily

8
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confusing, time-consuming and
complex. (p. 83)

PROGRAM APPROVAL, AND ENFORCEMENT

have been perfected,
by the contract.

as required
(p. 140)

FUNDING AND QUALITY ASSURANCE

NHSDE may not be exercising its
general supervisory authority over
local school districts in a manner
that ensures compliance with
special education Standards. We
noted several instances where it
did not appear that deficiencies
in programs were corrected within
reasonable periods of time. (p.89)

DIVISION OF MENTAL
HEALTH AND DEVELOPMENTAL
SERVICES

RESTDENTTAL SERVICES

Some area agencies have been more
successful than others in finding
subsidized financing for real
estate as an alternative to
traditional commercial lending
rates. Division staff believe
that most real estate purchased
within the last two years was
financed by 1local banks at
commercial lending rates. (p. 107)

Historically, 1local and state
housing authorities have been
resistant to serving individuals
that are served by DMHDS. This
results in low use of generic
housing resources by individuals
with developmental disabilities.
(p. 108)

CONTRACTS WITH AREA AGENCTIES

The division has not taken
adequate steps to ensure that the
state's security interests in real
and personal property purchased by
area agencies or their
subcontractors with state funds

DMHDS has not 1linked data from
quality assurance site surveys and
service outcome measures to the
funding process. Such linkage
would ensure that the division
funds the most cost effective

programs. (p. 136)
CLIENT FEES

RSA's 126-A:51 and 171-A are not
clear on the division's authority
to charge and collect fees for
services provided to clients with
the ability to pay for services.
Although the ability to pay occurs
infrequently, confusion exists
regarding what recourse is
available to the division when a
client refuses to pay for
services. (p. 137)

CORRECTIVE ACTTONS

Community Developmental Services
(CDS) and Evaluation and Quality
Assurance (E&QA) appear to be
properly exercising their
responsibilities for monitoring
area agency performance and
seeking corrections of identified
deficiencies. Both units share
responsibility to monitor the
performance of area agencies and
seek correction of identified
weaknesses. However, some
deficiencies are not corrected as
quickly as possible. The division
does not have formal procedures or
guidelines for addressing
continuing deficiencies with
increasingly stronger actions to
achieve program corrections.

(p. 151)
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EXECUTIVE

SUMMARY

COMPLAINTS

DMHDS and employees of area
agencies are required to report
all instances of abuse and neglect
to the Division of Elderly and
Adult Services (DEAS) 1in
accordance with interagency
agreements and RSA 161-F:46.

The Division of Elderly and Adult
Services (DEAS) is responsible for
investigating all allegations of
abuse and neglect in the state.
DEAS indicated to us that some
allegations are not reported to
them until a month or more after
the alleged event. (p. 165)

Other findings of significance are
included in the body of the
report. They include comments
relating to the redesignation and
contracting cycle, internal
quality assurance reviews by area
agencies, and administrative rules
for early intervention.

OTHER ISSUES AND CONCERNS

Other issues are discussed
beginning on page 197. They have
not been developed into formal
observations; however, DMHDS,
NHSDE, or the General Court may
consider them worthy of further
action. They cover statutory,
service provision and program
management issues such as the
adequacy of community-based
healthcare, direct versus
subcontracted services, and a
discussion regarding the most cost
effective configuration of area
agencies.

10
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STATE OF NEW HAMPSHIRE
DEVELOPMENTAL: SERVICES SYSTEM

SCOPE AND OBJECTIVES

We performed our audit of New Hampshire's developmental service system
in accordance with recommendations made to the Fiscal Committee by the
Joint Iegislative Performance Audit and Oversight Committee. This
report completes our directive to study the results of
"deinstitutionalization." A similar report, dated January 1990,
entitled State of New Hampshire, Mental Health Services System, focused
on the depopulation of New Hampshire Hospital and the corresponding
growth of community-based services that occurred to facilitate
successful transition from institutional models of care to a community-
based service system.

This report evaluates the efficiency and effectiveness of New
Hampshire's system of services for persons with developmental
disabilities within the state's policies of offering such services in
the least restrictive enviromment appropriate for each individual and
within each person's own community. Our audit did not evaluate the
policies themselves, which are based on certain philosophies of caring
for and educating persons with developmental disabilities. Instead, we
looked at how services have developed and changed to implement the
policies adopted by the legislature, specifically in RSA 171-3,
Services for the Developmentally Disabled, administered by the Division
of Mental Health and Developmental Services (DMHDS), RSA 186-C, Special
Education, administered by the Department of Education (NHSDE), Bureau
of Special Education and RSA 200-C, Vocational Rehabilitation Programs,
administered by NHSDE, Division of Vocational Rehabilitation.

RSA 171-A provides that every person with developmental disabilities
has a right to adequate and humane services, that all placements are to
be wvoluntary, and that placements be in the 1least restrictive
environment that best meets the needs of the individual.
Administrative rules further provide that the delivery of state
services is to be within the client's own community and be based on

principles of "normalization." RSA 186-C:1 declares that it is the
"policy of the state that all children in New Hampshire be provided
with equal educational opportunities." This statute assigns

responsibility to the State Board of Education and the school districts
of the state to provide "a free and appropriate public education for
all educationally handicapped children." Our audit addressed the
following specific objectives:

° Determine the basis for the concept of deinstitutionalization

and how it was implemented as policy, both nationally and in
New Hampshire.

13



SOCOPE AND OBJECTIVES (Contimued)

® Identify key goals and objectives in shifting the treatment for
persons with developmental disabilities from long-term,
centralized, institutionally-based services to less
restrictive, decentralized, community-based services, and
determine the extent to which such goals and objectives have
been achieved. Determine and compare current and historical
trends in the funding, costs, services and client base of
Laconia Developmental Services and the area agencies.

® Determine the type and range of developmental services provided
through the Department of Health and Human Services and the
Department of Education and the extent to which they are:

- adequate and accessible for persons needing services,

- effective in providing appropriate placements in the
community that maximize the individual's ability to live
a fully integrated 1life based on principles of
"normalization",

- coordinated among different service agencies and
providers,

- controlled to ensure optimm cost efficiency, and

- 1in compliance with state laws and regulations.

METHODOLOGY

To develop background information and obtain an understanding of the
principles of deinstitutionalization, we reviewed a variety of national
and state reports, professional journal articles and research papers
published by nationally recognized experts in the field of
developmental disabilities. To identify New Hampshire's goals and
objectives in implementing those policies, we reviewed various plans
and documents from DMHDS. We paid particular attention to the class
action lawsuit brought against the state in 1978. Garrity v. Gallen is
generally credited with forcing an improvement of services at the state
institution and hastening the school's eventual closure in January
1991. We examined the requirements of the final composite order issued
by the court in 1981 to ascertain the degree of the state's compliance
with the order. The state's response to the order is documented in
Alternatives for Approaching Garrity v. Gallen Court Order, Plan C
issued in 1981. We also interviewed legislators, staff members of
NHSDE and DMHDS, personnel at various area agencies including several
executive directors, personnel of local school districts, and members
of other developmental service and advocacy groups. Data on Iaconia
Developmental Services (IDS), area agencies, local school districts,
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SCOPE AND OBJECTTVES (Continued)

METHODOIOGY (Contirmued)

and DMHDS were compiled from program data maintained by the Office of
Community Developmental Services, IDS, Division of Vocational
Rehabilitation, Bureau for Special Education services, state financial
records, and independent financial audit reports of area agencies.

In assessing the adequacy, accessibility, effectiveness, control and
coordination of services, as well as in determining the extent to which
planned service goals and objectives were met, we reviewed and analyzed
a wide variety of departmental reports, files, documents, and
information from other states, federal agencies, and private
organizations. We held extensive interviews with staff of DMHDS, the
Bureau for Special Education Services and Division of Vocational
Rehabilitation, 1IDS, other state agencies, representatives of area
agencies and advocacy groups in the state. We used a written survey to
obtain information from local school districts and private providers of
special education services throughout the state. A second survey was
sent to all twelve area agencies to obtain their insight.

Throughout the audit we reviewed applicable state and federal laws,
regulations, and policies to determine agency compliance with their
requirements. Most of the reported program data and statistics have
not been independently verified by us and are the representation of
state agency management. Financial information from the state's
accounting system and financial information reported in financial
statements of area agencies has been independently audited by certified
public accountants. Except as noted above, this audit was conducted in
accordance with generally accepted govermmental auditing standards.
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INTRODUCTTON AND OVERVIEW

DEFINITTTIONS OF DEVELOPMENTAL DISABILITIES

Developmental disability is a general term used to refer to a variety
of disabling conditions that arise in infancy or childhood that
seriously challenge a person's ability to learn, communicate, be
physically mobile, and 1live independently. For purposes of
establishing eligibility for the services provided by the Division of
Mental Health and Developmental Disabilities (DMHDS) through its area
agencies, RSA 171-A defines developmental disability as a disability:

(a) which is attributable to mental retardation, cerebral
palsy, epilepsy, autism, or a specific learning
disability, or any other condition of an individual
found to be closely related to mental retardation as it
refers to general intellectual functioning or
impairment in adaptive behavior or requires treatment
similar to that required for mentally retarded
individuals; and

(b) which originates before such individual attains age 22,
has continued or can be expected to continue
indefinitely, and constitutes a severe handicap to such
individual's ability to function normally in society.

The above definition is considered primarily a categorical definition
because it lists categories of disability, such as mental retardation
and cerebral palsy, although it does have a functional component in

part (b).

The federal definition of developmental disability is a more functional
definition, based on functional abilities rather than diagnoses. The
federal definition of developmental disability is a severe, chronic
disability which is attributable to a mental and/or physical impairment
that 1is present before the person reaches age 22 and is 1likely to
continue indefinitely, and

e results in substantial functional limitations in three or
more of the following areas of major life activity:

- self-direction - self-care
- economic sufficiency - mobility
- capacity for independent living - learning

- receptive and expressive language

e and reflects the person's need for a combination and
sequence of special, interdisciplinary, or generic care,
treatment, or other services which are of lifelong or
extended duration and are individually planned and
coordinated.

17



DEFINITION OF DEVELOPMENTAL DISABILITIES (Comntinued)

It is not clear whether New Hampshire's definition is more or less
limiting than the federal definition in identifying the population
eligible for services. A 1987 report by a committee established by the
Developmental Disabilities Council could not determine whether the
state's adoption of the federal definition would increase or decrease
the number of people served in community developmental services.

In response to an IBA survey, 11 of the 12 area agencies rated the
current eligibility criteria for clients to receive developmental
services as either very clear or fairly clear. The agencies were
evenly split over whether the existing criteria are appropriate, too
broad, or too limited, with four agencies each marking one of those
three responses. (A sumary of survey responses is in Appendix B.)

SPECTFIC TYPES OF DEVEIOPMENTAL DISABILITTES

Mental retardation is the most common type of developmental disability.
Persons with mental retardation mature at a below average rate and
generally have IQs of 70 or below, although the relevance of IQ scores
alone has come into question.l There are four general classifications
used to describe the severity of retardation: mild, moderate, severe,
and profound. Usually people with mild retardation are not considered
developmentally disabled unless they have additional disabling
conditions.

Cerebral palsy results from damage to certain areas of the brain and is
characterized by difficulties in controlling motor functions. Epilepsy
is a disorder of the nervous system that can result in mild to severe
episodes of attention loss, sleepiness, convulsions, or
unconsciousness. Autism is a relatively rare type of disability
characterized by impaired communication, excessive rigidity, and
emotional detachment. It is not uncommon for people with developmental
disabilities to have more than one of these conditions. For example,
individuals with cerebral palsy may also have some level of mental
retardation, and epilepsy is not uncommon among those with mental
retardation.?

PREVALENCE OF DEVELOPMENTAL DISABILITTES

Federal figures show nearly four million people in the United States
have a developmental disability.3 The total percentage of people with
developmental disabilities in the general population is estimated to be
about 1.5 percent, and about one-third of those (0.5% of the total
population) are estimated to be severely disabled. Based on fiscal
year 1990 data from DMHDS and the Department of Education, the total
number of individuals identified with developmental disabilities in
need of services was about 5,000, including those receiving early
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PREVALENCE OF DEVELOPMENTAL DISABILITIES (Continued)

intervention, special education, adult, family support, and
institutional services, plus those on the waiting list who were not
receiving any services. This figure translates to 0.45 percent of New
Hampshire's 1990 population. If the state's population of persons with
developmental disabilities were close to the national rate of 1.5
percent, then the developmentally disabled population would be
approximately 16,600, or 11,600 more than the actual number currently
served by the state.

HISTORTCAL OVERVIEW

The twentieth century has been a time of many changes in the attitudes
of the American people toward citizens with developmental disabilities.
As with many other social issues, those attitudinal changes are
reflected in the evolution of laws.

The discussion that follows contains not only state laws concerned
generally with the care and treatment of people with developmental
disabilities and the state institution in Iaconia, but state and
federal 1laws dealing more specifically with the education and
rehabilitation of people with developmental disabilities. For purposes
of this discussion, the twentieth century is divided roughly into three
time frames.

ORIGIN OF STATE INSTITUTTIONS (1900 - 1950)

State institutions began to be established in the mid-1800s, first in
Massachusetts and shortly thereafter in New York. Although they were
originally envisioned by their founders as short-term schools for
training the '"feeble-minded" and returning them to the community,
prevailing attitudes quickly changed to a less tolerant point of view.
By the early 1900s, the prevailing philosophy was one of needing to
protect society from "imbeciles, deviants and defectives." Protective
care was thought to be in the best interest of society. State
institutions for people with developmental disabilities were
established to separate individuals who were "sick" and vulnerable from
the rest of society and to place them at its periphery, usually in
rural areas far removed from the general population. The primary
objective of the institution became custodial in nature since the
"feeble-minded" were considered incapable of learning.

The New Hampshire School for Feeble-minded Children opened in 1901.
State laws governing the school established the ages and the
circumstances under which children could be confined to the state
school. Originally only children aged 3 to 21 were committed. Feeble
minded women of child bearing age were a continuing source of concern.
The standard used for commitment was the "best interest of the
community." Commitment required an order of the probate court with the
certificate of two physicians.
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HISTORICAL OVERVIEW (Continued)

By 1925, the name of the institution was changed to Laconia State
School, indicating a modest shift in attitudes. Further, the "best
interests of the inmate" were to be considered, at least theoretically,
along with the best interests of the community when deciding upon
detention. However, such appearances can be deceiving. The school was
not just a school for children anymore. Terminology such as "inmates"
and '"parole" were used to describe various aspects of
institutionalization. When a person was discharged, the school and the
New Hampshire Hospital were required to notify the state board of
health so that all "epileptics, imbeciles, feeble-minded, idiotic or
insane persons discharged ..." could be prevented from obtaining
marriage licenses.

ORIGIN OF COMMUNITY SERVICES (1950-1975)

The period between 1950 to 1975 is characterized by concern with the
growth of Laconia State School, the creation of community services, the
enactment of comprehensive special education laws and more changes in
terminology.

In 1953 the physician certificate requirement for commitment was
replaced by a mental hygiene clinic referral requirement. This
reflected a shift away from the family doctor and local medical
establishment to a more detached professional opinion. In 1955 the new
term "mentally deficient" replaced the old term "feeble-minded" and
"placement" was used instead of "parole" to describe discharge from
Laconia State School.

During this period a lot of discussion was given, among other things,
to controlling the population of ILaconia State School and linking it to
available appropriations. In spite of the effort to control the growth
of Iaconia State School with the establishment of waiting lists for
school admissions, the census peaked in 1969 at about 1,200 residents.
Nationally, residents of state institutions peaked in 1967 at about
195,000 residents.%

State govermment entered into commnity services in 1967 with the
establishment of the Office of Mental Retardation. In 1969, a "family
resources consultant" was established in Chapter ILaw 470, to assist
former school residents in the community as they were discharged in
greater numbers during the late 1960s. Also beginning in the 1960s,
individuals with developmental disabilities began receiving services in
the community through small homes, workshops and schools developed by
parent organizations and others.

The first community group homes were established in the early 1970s by
the Office of Mental Retardation, and the ICF/MR program was added to
federal Medicaid provisions to help improve the quality of state and
private institutions by setting federal program standards and by
providing federal financial assistance to the states.
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Special Education

In 1965, New Hampshire enacted its first comprehensive special
education law to provide an education for handicapped children in RSA
186-A. A "handicapped child" was defined as a child between the ages
of 5 and 21 in any one of three categories: physically handicapped,
intellectually handicapped or emotiocnally handicapped. The law allowed
local school districts to provide education for "intellectually
retarded" and "emotionally disturbed" handicapped children and required
"every physically handicapped child capable of being benefitted by
instruction" to attend school (Emphasis Added).

By 1971, the state's special education law was revised to require
school districts to provide special education programs for all
handicapped children, not only physically handicapped children
(Emphasis Added). Additional major statutory changes included
provision for state financial assistance to local school districts when
tuition exceeded the state per pupil average and the regquirement to
develop an approved plan for special education programs.

CLIENT RIGHTS AND COMMUNITY SUPPORT (1975-PRESENT)

During 1975, federal and state laws were passed that provide the
foundation of New Hampshire's system of developmental services as it
exists today. A comprehensive service delivery system giving clients
the "right" to adequate and humane habilitation and treatment in the
least restrictive environment appropriate for the client was
established in RSA 171-A. All placements into and out of the service
system were made voluntary. The term "mentally deficient" was changed
to "developmentally disabled" and was redefined. Provisions were made
for each client to have an individual service plan and for clients'’
rights, a human rights committee, and a review of residents placed at
Iaconia State School (LSS).

At the same time, the federal govermment enacted PL 94-142, the
Education for All Handicapped Children Act, to ensure that all states
and their school districts provided a "free and appropriate public
education for all educationally handicapped children 3 years of age or
older but less than 21 years of age...who need special education,"
including educationally related services. The federal law also
required that each child receiving special education services have an
individualized education program.

In 1981, the state amended its special education law to reflect the
federal requirements enacted in PL 94-142. The new state law, RSA
186-C, also provided for state aid in an annual amount of $8.7 million
for special education; $1 million annually for catastrophic aid to
assist school districts; and, $300,000 annually for special education
programs statewide in their scope. Additionally, during the mid-1980s,
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HISTORICAL OVERVIEW (Continued)

vocational rehabilitation laws were enacted essentially reflecting the
scope of related federal 1laws, with the objective of enabling
handicapped persons to become gainfully employed.

The movement of clients from the institution to the community, the
development of community-based services, and the emphasis on local
school districts' responsibilities to educate all children continued
throughout the 1980s, receiving added impetus from the decision reached
by the federal district court in Garrity v. Gallen. This class action
lawsuit brought against the state in 1978 by residents of LSS, brought
about the last major push to move individuals with developmental
disabilities back to their communities. (See page 23 for further
discussion of the lawsuit.)

The court ordered the state to develop community-based services through
the network of area agencies authorized by statute in 1979. Area
agencies are non-profit, private organizations authorized as regional
entry points for state funded services and client placements into the
service system. In 1983, the state received federal approval for a
waiver of certain ICF/MR requirements, which allowed federal Medicaid
funding of clients receiving services in the community, as well as
those in institutions. New Hampshire has been very successful in
accessing Medicaid to support clients in the community. New Hampshire
has the distinction of obtaining the highest per capita funding through
the Medicaid waiver program in the country and serves the highest
percentage of service recipients under the Medicaid waiver program of
any state. More than 800 clients were served in residential settings
with waiver dollars in 1991.

Most services for the developmentally disabled have been in a seemingly
endless state of flux since the early 1970s. At the heart of these
changes has been the transition in the system of services from
institutions to commnities. Terms like deinstitutionalization,
normalization, group home, least restrictive environment, continuum of
services, home-like environments, or community-based have characterized
the direction of change. Change has been the status quo for the entire
career of most workers now in the field.®

Professionals now believe that clients should be served in non-
restrictive environments, as opposed to the least restrictive, by
providing required supports for individuals to live in the community
setting of their choice. Quality of life issues are emphasized by
focusing on commnity membership and advocating friendships with non-
disabled citizens. The ideas of "normalization" have been replaced by
"social role valorization" - or putting individuals with developmental
disabilities in valued social roles. This is the era of community
membership. Its emphasis is on functional supports to enhance
community integration, quality of life, and individualization. DMHDS
encourages area agencies to use generic, rather than specialized
services for its clients whenever possible to facilitate integration
into the community.
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HISTORTCAL OVERVIEW (Contimaed)

In 1985, a legislatively established committee with DMHDS staff support
envisioned the future ‘'service system" for individuals with
developmental disabilities in Planning for Progress. The committee
projected that ideally, all services for people with developmental
disabilities will come from generic service providers, and that the
specialized system of community services could become unnecessary.

IACONTA DEVELOPMENTAL SERVICES: TAWSUIT AND CLOSURE

On January 31, 1991, Laconia Developmental Services (previously Laconia
State School) closed after 90 years, making New Hampshire the first
state in the country to formally eliminate the large, state institution
as a treatment option for individuals with developmental disabilities.
Although closure may have occurred eventually without it, Garrity v.
Gallen is generally credited with forcing an improvement of services in
the short term and hastening the institution's ultimate demise in the
long term.

The plaintiffs in this class action lawsuit filed in 1978 were
residents of Laconia Developmental Services (IDS). During a lengthy
procedure in the federal district court for the District of New
Hampshire, plaintiffs documented numerous substandard conditions at
IDS.

COURT ORDER

On November 16, 1981 the court issued a final composite order requiring
certain improvements at the institution. Major provisions of the order
included adequate and properly trained staff; individual service plans
for clients; adequate education and training services for both children
and adults; improvements in food service and feeding programs; expanded
medical services, including staff with expertise in certain required
medical specialties; a program for the review of medication dispensed,
particularly psychotropic drugs; elimination of indiscriminate use of
patient restraints and seclusion rooms without Jjustification and
documentation; a program for the prompt investigation of reports and
allegations of increased staff abuse of residents including accidents
and injuries; and adeguate support for community placement.

To respond to the court order, the state significantly increased
funding for IDS in spite of a declining client census. The graph on
the next page illustrates the trends in expenditures and clients served
during the past ten years.
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TACONIA DEVELOPMENTAL SERVICES: IAWSUIT AND CLOSURE (Contimued)

LACONIA DEVELOPMENTAL SERVICES

Operating Expenditures and Average
Client Census (1980 — 1990)
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The increases in IDS funding were used to increase staffing levels,
develop individual service plans, provide active treatment for all
clients, improve the physical facilities at the institution, and take
other steps necessary to achieve compliance with the court order.

In 1986, the state asked for release from the court order on the
grounds that all stipulations of the order had been met, but the court
denied the request. Our review of IDS operations during the summer of
1990, as well as our review of New Hampshire's special education and
adult developmental services in the community, showed that all
provisions of the court order appear to have been satisfied. Despite
the complete closure of IDS, the court order remained in effect as of
April 1991, for the class of former residents defined in the lawsuit.
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IACONTA DEVELOPMENTAL SERVICES: IAWSUIT AND CIOSURE (Contimued)

MOVEMENT TO THE COMMUNITY

Although the Division of Mental Health and Developmental Services
(DMHDS) never officially prohibited admissions to IDS, it adopted
admission criteria that made new admissions extremely difficult. From
July 1979, after the lawsuit had been filed, through June 1987,
admissions and readmissions totaled only 13. Discharges during the
same eight years totaled 408. There were no admissions to IDS from
fiscal year 1988 until its closure in January 1991. As the client
census at IDS declined, the number of clients being served in community
residential programs (through the area agencies after about 1982) grew
steadily, as the graph below shows.

Comparison of Total Clients Served in
LDS and Community Residential Services
1970 — 1990
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Source: DMHDS and LBA computations on
LDS data.

Improving services at IDS during and after the lawsuit increased the
institution's total operating costs in spite of a declining client
census. Both the improved services and significant fixed costs
resulted in large increases in the average annual cost per client. In
fiscal year 1980, the average annual cost to serve one client was
$18,600, based on average yearly client census data. The average cost
per IDS client more than doubled by 1983, and by fiscal year 1990 had
reached $165,000. In contrast, community services provided through the
area agencies cost an average of about $18,400 per client in fiscal
year 1990. (Because data on the number of unduplicated clients served

25



TACONTA DEVELOPMENTAL SERVICES: IAWSUIT AND CIOSURE (Contimued)

by area agencies is not available for other years, average cost per
client in the community cannot be computed for previous years.) The
graph below shows the shift in expenditures from IDS to area agencies
during the past ten years.

OPERATING EXPENDITURES

Area Agencies Compared to
Laconia Developmental Services
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Comparative state data from a 1990 report, The State of the States in
Developmental Disabilities, show that in fiscal year 1988, when the
average client census at Laconia was 148, New Hampshire had the second
highest institutional cost per client in the country. The same report
also shows that New Hampshire had the second fastest rate of decline in
the number of institutionalized clients for the period 1984 to 1988.
In addition, while many other states simply transferred their
developmentally disabled populations from state-run institutions to
private and county nursing homes, New Hampshire avoided this scenario.
Fiscal year 1988 data in the State of the States report show that New
Hampshire ranked the third lowest of all states in the number of
individuals with mental retardation living in nursing homes, both in
actual figures and when adjusted for state population size. A recent
screening of all nursing home residents, conducted by the Department of
Health and Human Service in April 1990, identified fewer than ten
individuals with developmental disabilities who could benefit from
developmental services.

Although the total number of clients served at IDS had been declining
each year since about 1970, the rate of decline increased significantly
after the 1981 court order. Between 1970 and 1980, the total number of
residents served decreased 42 percent. During the following ten years,
clients served declined another 85 percent. Since 1980, DMHDS has had
placement policies and procedures in effect to prevent "dumping" IDS
clients into the community before adequate services were available.
Although revised numerous times, the placement policies have included
placement planning by teams that included not only staff, but also
clients and their families, guardians, and representatives whenever
possible, and a trial placement period to help clients make the
transition from the institution to the community.

A November 1990 LBA survey asked for area agencies' opinions on the
community placement process for IDS residents during fiscal years 1989
and 1990, when about 100 residents were placed in the community. Seven
of the twelve area agencies rated the planning of IDS client placements
"very effective" during the past two years; the other five agencies
rated it "moderately effective."

The majority of agencies rated their working relationship with IDS as
"very good," and reported that DMHDS and IDS staff had been helpful in
placing clients from the institution in their regions. Most of the
agencies rated their control over placements to their regions as either
adequate or more than adequate, and 9 of the 11 agencies responding
reported that they were '"very prepared" to appropriately serve IDS
clients that had transferred to their regions.

Eight of eleven agencies reported that the closure of IDS will have a
significant positive impact on their region's abilities to adequately
serve individuals with developmental disabilities. The other three
expected the IDS closure would have little impact, either positive or
negative, on their region's abilities to serve clients.
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THE FUTURE OF TLACONTA DEVELOPMENTAL SERVICES FACILITTES

Despite the closure of IDS as an institution for individuals with
developmental disabilities, a state-operated group home for five
clients remains in operation on the institution grounds. Also
remaining in operation on the grounds are several state and private
agencies that have used IDS facilities in the past.

The Governor's Campus Planning Committee, begun in September 1989, was
commissioned to study alternative uses of the IDS property, as the
institution's population continued to decline. In its final report in
February 1990, the committee outlined the potential public and private
uses of the property and relevant statutory provisions, including RSA
216-H:3 which reserves 200 acres and 3,500 feet of Lake Winnisquam
shoreline for a state park in the event that the land becomes
available.

Subsequent to completion of field work in April 1991, Chapter 351 (NH
ILaws 1991) granted the New Hampshire Department of Corrections the
authority to expend approximately $2M to renovate Laconia developmental
services buildings for use as a drug and alcohol treatment center and
boot camp for approximately 300 minimum and medium security prison
inmates and to renovate a facility for use by men and women as a
halfway house effective as of July 1, 1991.

OVERVIEW OF CURRENT SERVICE SYSTEM

New Hampshire's system of services for people with developmental
disabilities comprises two state departments: the Department of
Education (NHSDE) and the Department of Health and Human Services
(DHHS) . Within each department, multiple divisions are involved in the
provision of developmental services. The most prominent of these are
the Bureau for Special Education Services (the bureau) and the Division
of Vocational Rehabilitation (DVR) within NHSDE, and the Division of
Mental Health and Developmental Services (DMHDS) within DHHS.

A variety of non-state organizations provide direct developmental
services including local education agencies (school districts) and
private, non-profit service providers designated as area agencies by
DMHDS, as well as any providers those agencies subcontract with. Other
private organizations provide supporting functions and serve as
advocates for clients within the system. The flowchart on page eleven
sumarizes the major state and private organizations that contribute to
the developmental services system in New Hampshire.
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OVERVIEW OF CURRENT SERVICE SYSTEM (Continued)

The graph below shows the breakdown of the total estimated cost of
delivering developmental services in New Hampshire in fiscal year 1990.
Area agencies, under the authority of DMHDS, had the largest share of
expenditures at 71 percent. Total school district expenditures for
educating students with developmental disabilities are estimates based
on schools' 1990 average costs per educationally handicapped student.
Estimates of vocational rehabilitation service expenditures are also
based on average client costs multiplied by the number of clients with
developmental disabilities who were rehabilitated. Three percent of
the expenditures were related to the administration and support costs
for developmental services for the central office of the Division of
Mental Health and Developmental Services.

DEVELOPMENTAL SERVICES
FEDERAL, STATE, AND LOCAL EXPENDITURES
FISCAL YEAR 1990
Total Expenditures = $83.7 Million
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Sources:1990 Statement of Appropriation; services expenditures not already
area agency audit reports; accounted for under Area Agencies

LBA computations of NHSDE data. or LDS.
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Services are funded through combinations of federal, state, and local
resources, which vary considerably among the different service
providers, as shown in the graph below.

DEVELOPMENTAL SERVICES
SOURCE OF FUNDS
FISCAL YEAR 1990
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i |
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SOURCES: 1990 Statement of
Appropriation; area agency audit
reports; MS-25 data.

RESPONSTBTITITTES AND ORGANIZATION OF KEY STATE AGENCIES

Department of Health and Human Services

The Division of Mental Health and Developmental Services is one of the
largest divisions within the Department of Health and Human Services.
State statutes assign the division responsibility to operate a
comprehensive service delivery system for persons with mental illness
(RSA 135-C) and for persons with developmental disabilities (RSA 171-
A). As stated in administrative rule He-M 102, the purpose of the
division is to manage the service delivery systems by directing all
available and appropriate resources toward the prevention and treatment
of mental disabilities [both mental illness and developmental
disabilities] and toward restoring mentally disabled people to as
productive, personally rewarding and independent a 1life in their
communities as possible.

RSA 171-A gives DMHDS responsibility to establish, maintain, implement,
and coordinate a comprehensive service delivery system for people with
developmental disabilities. The division has organized service
provision by designating 12 private, non-profit organizations across
the state as area agencies and providing funds for their operation.
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OVERVIEW OF CURRENT SERVICE SYSTFM (Caontinued)

The division is composed of a director, deputy director, medical
director and five offices. The offices of Administration and Support,
Evaluation and Quality Assurance, and Client and Legal Services conduct
supporting activities for both the mental health and developmental
service systems. The Office of Community Developmental Services is
responsible for developing, managing, and monitoring developmental
services in the community through the area agencies. The Office of
Community Mental Health Services has the same responsibilities for
mental health services provided through commnity mental health
centers. In addition, the division administers the institutions of New
Hampshire Hospital, Glencliff Home for the Elderly, Philbrook Center,
and Laconia Developmental Services until January 1991, when it was
officially closed.

The graph below shows the division's total operating expenditures in
fiscal year 1990. Of $148.5 million spent by DMHDS, $69 million, or 47
percent, was for developmental services; two percent was spent on
central office services including administration and support, quality
assurance, and client and legal services; the remainder went to mental
health services. Of the total developmental services expenditures, 83
percent was spent on services in the community and the other 17 percent
covered services at Laconia Developmental Services.

DMHDS

FISCAL YEAR 1990 EXPENDITURES
Total Expenditures = $148.5 Million
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SOURCE: 1990 Statement of Appropriation
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The division's Office of Community Developmental Services had 21 full-
time equivalent staff in fiscal year 1990, who conducted the primary
program development, technical assistance, contracting, and monitoring
activities related to the area agencies. Additional division staff
provide support functions. The 12 area agencies reported a total of
971 full-time equivalent staff within their own offices for fiscal year
1990. Not all area agencies had data available on the number of staff
in their subcontractors' programs; however, the six agencies that did
report data indicated a total of 1,074 full-time equivalent staff among
their subcontractors. Full-time egquivalent staff at Laconia
Developmental Services was 253 at the beginning of fiscal year 1990,
but they have been discharged or transferred to other positions in the
division since IDS closed.

Through the area agencies, the division provided services to 3,218
clients in the community during fiscal year 1990. Staff estimate
another 150 to 200 families may have been served statewide through the
family support councils attached to the area agencies. The average
client census at Laconia Developmental Services was 71 during 1990.

New Hampshire State Department of Education

Administrative rule He-M 503 specifies that educational services to
developmentally impaired children ages 3 to 21 will be provided in
accordance with New Hampshire Department of Education (NHSDE) Standards
for the Education of Handicapped Students. NHSDE is comprised of the
following units: Office of the Commissioner, Office of Administration,
Division of Instructional Services, Division of Standards and
Certification and the Division of Vocational Rehabilitation. Two
divisions of the NHSDE are connected with the delivery of services for
persons with developmental disabilities. The graph on the following
page presents expenditures of NHSDE during fiscal year 1990.
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DEPARTMENT OF EDUCATION

FISCAL YEAR 1990 EXPENDITURES
Total Expenditures = $128.8 Million
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Foundation Aid S
$37.3M 28.96%

BSE — Bureau for Special Education Services
DVR — Division of Vocational Rehabilitation $12'4M 9.63%

Source: 1990 Statement of Appropriation

The Bureau for Special Education Services is a unit of Division of
Instructional Services and 1is responsible for approving special
education programs in local school districts; regulating, enforcing,
and assisting schools in providing a free and appropriate education; as
well as implementing demonstration projects for special education
programs for all handicapped children, including those with
developmental disabilities. All placements of children aged 3 to 21
into the developmental services system are to follow NHSDE procedures
with the exception of those children requiring services not deemed to
be educationally related. Non—-educationally related services for
children may be applied for through DMHDS procedures. This age-based
division of responsibility for placement into the service system was
established by the federal District Court order in the Garrity v.
Gallen suit, which directed the state to revise its placement
procedures for individuals with developmental disabilities to insure
that the NHSDE was the "one centralized agency responsible for the
placement of individuals aged 3 to 21." Funding for the education of
developmentally disabled students, a component of the educationally
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OVERVIEW OF CURRENT SERVICE SYSTEM (Contimued)

handicapped population, comes from the federal and state governments,
three percent and ten percent, respectively, for fiscal year 1990. The
balance is funded by the local school districts as illustrated in the

graph on page 30.

The Division of Vocational Rehabilitation (DVR) works with New
Hampshire residents with disabilities who are eligible for services and
have employment potential. Vocational rehabilitation programs are
administered through six field offices and various employment programs.
Several DVR field offices also have cooperative agreements with area
agencies to provide services to eligible persons. Vocational
rehabilitation can be initiated at any age, although local school
districts must provide a free and appropriate education up to age 21.
DVR has two programs offered in conjunction with local school
districts, designed for students aged 14 to 21 with developmental
disabilities, to assist with the transition from school to work.

RIGHTS TO SERVICES

RSA 186-C requires 1local school districts to provide any child
determined to be educationally handicapped a free and appropriate
public education. Special education services to children aged 3 to 21
are the only services in the state's developmental service system to
which individuals have a guaranteed right or "entitlement."

Although RSA 171-A:13 states, "Every developmentally disabled client
has a right to adequate and humane habilitation and treatment including
such psychological, medical, vocational, social, educational or
rehabilitative services as his [or her] condition reguires to bring
about an improvement in condition within the limits of modern
knowledge," court decisions have not interpreted this provision as an
entitlement to services (emphasis added). In 1989, the New Hampshire
Supreme Court held, in Petition of Brenda Strandel 132 NH 110 (1989),
that the state law conferring a right for eligible clients to receive
services did not obligate DMHDS to provide immediate and unlimited
services beyond the amount of funds appropriated to the division by the
legislature. The court also held that when insufficient funds are
available to serve all eligible clients, the creation by DMHDS of a
priority-ranked waiting 1list system was valid. (Waiting lists are
discussed beginning on page 110.) Thus, eligible clients only have a
right to services from DMHDS to the extent those services are funded by
the legislature.

Individuals have no rights to services from the Division of Vocational
Rehabilitation. Federal law (Title I, Rehabilitation Act of 1973) and
federal rules (34 CFR § 361.1) state that DVR has the responsibility to
serve those who have a disability which constitutes an impediment to
employment and can reasonably benefit from services.
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TYPES OF SERVICES

Services provided to individuals with developmental disabilities can be
traced chronologically based on the ages of individuals receiving

services. Children from birth to age three can receive early
intervention services from the area agencies, under the authority of
DMHDS. Children who are not determined to have developmental

disabilities, but who may be at risk of developmental delay also
qualify for these services. Family support services, also available
from area agencies, are provided to families whose children (of any
age) have developmental disabilities or are at risk of developmental
delay.

Special education and educationally related services are provided to
children aged 3 to 21 determined to be educationally handicapped.
Iocal schools are responsible for providing these services either
directly or through another provider, in compliance with NHDSE
Standards. Educationally related services may include transportation,
physical and occupational therapy, speech pathology and audiology,
diagnostic and evaluative medical services, and others.

Adults with developmental disabilities, aged 21 or older, can receive a
variety of habilitation, treatment, and training services through area
agency case management, residential, and day programs. Area agency
services must meet standards set by DMHDS. Both the Division of
Vocational Rehabilitation and area agencies provide vocational services
for adults with developmental disabilities. While area agencies serve
only those with developmental disabilities, DVR has the responsibility
to serve all handicapped adults who can benefit from rehabilitative
vocational services. Individuals who qualify can receive services from
both area agencies and DVR. All these services are discussed in detail
throughout the remainder of this report.

CLIENTS RECEIVING SERVICES

Clients Served by Area Agencies

An IBA survey of the 12 area agencies requested certain client profile
data on all clients served by the agencies during fiscal year 1990.
Based on the data provided by the majority of the agencies, the average
client served in the community is male, between ages 21 and 35, and has
a primary disability of mental retardation. Computations based on
agency data show that 56 percent of clients served in 1990 were male
and 44 percent were female. Of clients for whom age data was
available, 59 percent were adults age 21 or older, and 13 percent were
over age 50. Clients under age 21 comprised 41 percent of the total,
with just over half of them falling into the aged 3 to 20 group. While
local schools generally provide the primary special education services
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for this age group, area agencies may serve their families through
respite care and/or other family support services or in other cases,
through case management services. (A sumary of all agency survey
responses is in Appendix B.)

Using the five categorical definitions of developmental disability in
RSA 171-A, we compiled available agency data on the primary disability
of those clients served in fiscal year 1990. The results based on
seven area agency responses are shown below:

71.8% mental retardation 1.5% epilepsy
6.3% cerebral palsy 0.9% specific learning disorder
1.9% autism 17.6%  other

At least 28 percent of those in the "other" category are children
considered "at risk" of developmental delay who are receiving early
intervention services.

Of clients who received residential services in the community in fiscal
year 1990, slightly more than one-third of them had been receiving
residential services for at least six years and another 48 percent had
received services from two to five years, based on data from seven area
agencies. As a comparison, almost half the clients at Iaconia
Developmental Services as of June 1990, had been receiving residential
services there for more than 30 years. Of those clients who were
receiving adult day services, 31 percent had been served from six to
ten years, and another seven percent had received services for more
than ten years.

Clients Served by Local Schools

Information from SPEDIS, the computerized special education information
system, for fiscal year 1990 indicates that 1,088 students (5.53%) out
of a total educationally handicapped student population of 19,669, had
developmental disabilities. SPEDIS contains information on 11
educational handicaps, none of which is defined specifically as a
developmental disability. For purposes of this report, children with
developmental disabilities are defined as those children who are either
mentally retarded or multihandicapped with a secondary handicap of
mental retardation. The number of educationally handicapped students
served in fiscal year 1990 is shown below by the types of handicaps
tracked by SPEDIS:
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PRTMARY EDUCATIONAL, HANDICAPS NUMBER PERCENT
OF STUDENTS
Specific learning disability 11,067 (56.27%)
Speech-language 4,200 (21.35%)
Emotional handicap 1,916 ( 9.74%)
Mental retardation 1,017 ( 5.17%)
Other health related 483 ( 2.46%)
Multihandicap 354 ( 1.80%)
Orthopedically impaired 218 ( 1.11%)
Hard of hearing 185 ( .94%)
Visual handicap 134 ( .68%)
Deaf 87 ( .44%)
Deaf-blind 8 ( .04%)
TOTAL 19,669

Of all children aged 3 to 21 with educational handicaps, 13,465
(68.46%) are male and 6,204 (31.54%) are female. Of those with
developmental disabilities, 591 (54.3%) are male and 497 (45.7%) are
female.

In 1983, of the total 15,009 educationally handicapped children, 206
(1.37%) were placed in out-of-state day program and residential
facilities. Of that number 38 (18.45%) were developmentally disabled.
In 1990, 336 (1.71%) out of 19,674 educationally handicapped children
were in out of state placements. Of that number 38 (11.31%) were
developmentally disabled.
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DEVELOPMENTAL: SERVICES FOR TNFANTS AND TODDLERS
(0 — 3 YFARS)

PREVENTTON

DMHDS administrative rule, He-M 102, states that "The purpose of the
division shall be to manage the service delivery system by directing
all available and appropriate resources toward the prevention and
treatment of mental disabilities and toward restoring mentally disabled
people to as productive, personally rewarding and independent a life in
their commnities as possible"  (emphasis added). Additional
responsibilities are assigned to the Division of Public Health, DHHS,
to promote the health of women in their child-bearing years. RSA 132:1
states that the Department of Health and Human Services, Division of
Public Health Services, "may provide instruction, advice and such
services as the director may deem necessary for crippled children, for
children suffering from crippling conditions, and to protect and
promote the physical health of women in their child-bearing years and
their infants and children" (emphasis added).

The Division of Public Health Services is the state agency most
responsible for public education and prevention of developmental
disabilities. Two bureaus within this division operating most of the
programs that address developmental disabilities prevention are the
Bureau of Special Medical Services and the Bureau of Maternal and Child
Health. The Bureau of Special Medical Service programs include genetic
services and newborn screening, while the Bureau of Maternal and Child
Health offers immunization, family planning and maternal health, lead
screening and child passenger safety programs. Division of Public
Health Services also administers the Women, Infants, and Children (WIC)
nutrition program.

Many developmental disabilities are not currently preventable, but for
those that are, every effort must be made to make the best health care
strategies available and accessible. The most common causes of
developmental disabilities can be grouped as follows: genetic
problems, pregnancy difficulties, birth difficulties, or problems with
the environment after birth. The causes may also be placed into
medical groupings of infection, injury, metabolism, and brain disease.
The Division of Public Health Services estimates that in New Hampshire
1,700 6children are born each year to mothers who abuse alcochol or
drugs.

Other agencies involved in prevention of these causes include the
Office of Alcochol and Drug Abuse Prevention, the Developmental
Disabilities Council, and the early intervention programs offered by
area agencies. These agencies should continue their efforts to
identify, prevent or minimize the incidence of developmental
disabilities and strengthen programs for educating the public. The
Division of Public Health Services and DMHDS are exploring the
possibility of obtaining federal grants for prevention programs from
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the Centers for Disease Control. Past DMHDS standards for early
intervention programs required area agencies to furnish prevention
information to the community in coordination with other state and local
organizations. Now that Early Intervention administrative rules have
expired, it is uncertain if DMHDS will continue this requirement.

Private, non-profit advocacy groups also conduct prevention information
activities. The United Way is a national organization that provides
programs such as health care for families in crisis and support for
children at risk. The March of Dimes is another nationwide
organization that offers support and education for the prevention of
birth defects. The Association for Retarded Citizens (ARC) of the
United States is a large national volunteer organization devoted to
improving the welfare of those with mental retardation. The Dartmouth-
Hitchcock Medical Center provides programs such as: neonatology, child
developmental disability, and medical genetics. ILocal hospitals also
provide substance abuse services and community health education.

OBSERVATION 1: PREVENTION ACTIVITIES - LEAD RESPONSIBIT.ITY

The nature and extent of prevention activities varies from region to
region. No state agency has the explicit primary responsibility to
coordinate developmental prevention efforts. Primary providers may
include hospitals, community health organizations, area agencies,
family planning agencies, or individual physicians. Seven of the
eleven area agencies that responded to our survey rated the level of
prevention activity as low. Three rated it as moderate and one rated
activity in its region as high.

RECOMMENDATTON:

Because of the large number of local, state, private, and public
agencies involved in prevention activities, there 1is a strong
possibility that scarce resources may not be used as efficiently as
possible. Therefore, the Department of Health and Human Services
should ask the legislature to assign one state agency the lead
responsibility for coordinating state-level developmental disabilities
prevention activities. While prevention activities should remain a
multi-agency responsibility, assigning 1lead responsibility for
activities such as coordination, technical assistance, and maintaining
a central database on prevention activities would help to raise the
level of awareness and attention given to prevention activities. It
would also help to ensure that other state and local organizations use
their resources more efficiently and effectively.
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PREVENTION (Cantimued)
RECOMMENDATTON (Contimued) :

Some estimate that as many as 50 percent of cases of developmental
disabilities could be prevented. Because of the high cost of providing
services for individuals with developmental disabilities and the cost
to society in reduced productivity of its citizens, the legislature and
state agencies should continue to assess the funding priority given to
prevention activities.

AUDITEE RESPONSE: (DMHDS)

DMHDS staff have recently collaborated with staff from the Division of
Public Health Services and the State ARC in an effort to develop a
joint grant proposal to the Center for Disease Control which, in April
1991, will be issuing a request for proposals specific to the area of
prevention of developmental disabilities. DMHDS staff initiated
contact with the CDC Project Officer in Atlanta and have already held
several meetings with the DPH and ARC staff to organize our efforts in
this area. The CDC grant will focus on setting up a State Office of
Disability Prevention and will be comprehensive in nature and will also
include several other state and private non-profit agencies working
with DPHS in an advisory capacity.

FARLY INTERVENTTION

EARLY INTERVENTION SERVICES — DEFINITTON

Early intervention services (EI) are family oriented programs which
offer support to parents and their children from birth to three years
of age who are developmentally disabled or are at risk of becoming
developmentally disabled. These programs support and promote a
child/family partnership and encourage the integration of the child
with other non-handicapped children. EI also seeks to strengthen the
family's ability to cope effectively with the stress inherent in caring
for a disabled child.

Early intervention services are defined in DMHDS administrative rules
(He-M 510, expired July 24, 1990) and include a wide range of services:
developmental /educational, health, psychosocial, nutritional, and
medical assessments. According to the standards, "the parents are
taught to become the principal implementors responsible for the child's
program to the extent to which parents are willing and available to
serve as principal implementors."
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FARLY INTERVENTION (Continued)
ELIGIBILITY

A child from birth to three years of age who is developmentally
impaired or delayed or at risk of being developmentally impaired or
delayed is eligible for early intervention services. Below are the
four categories of risk:

(a) Established Risk - children who demonstrate irregular development
related to diagnosed medical disorders.

(b) Biological Risk - children who have histories of prenatal,
perinatal, neonatal, and early developmental events suggestive of
biological insult(s) to the developing central nervous system.

(c) Environmental Risk - children who are at risk for delayed
development because of limiting early envirommental experiences.

(d) Miscellaneous Risk - children who, for unknown reasons, already
exhibit mild to moderate delays in development.’

PROVISTON OF SERVICES

New Hampshire has provided early intervention services to infants and
toddlers and their families for more than ten years. The goal of early
intervention is prevention and early correction of developmental
delays. Currently, a broad state mandate exists to serve eligible
children and their families as funding will permit.

The twelve area agencies provide directly, or through contract, a total
of fourteen regional early intervention programs that operate in a
variety of settings. According to DMHDS, there was a 11% increase in
children served from 1989 to 1990. This is illustrated below:

1989 1990
# of clients served 1,067 1,184
estimated population of children < 3 yrs.l 50,400 51,609
% of total served by E.I. programs 2.12% 2.29%
average cost per client $1,702 $1,794

Source: 1 Office of State Planning

The State of the States in Developmental Disabilities reported, as of
fiscal year 1988, the national average for early intervention services
per client to be $1,925 based on the 38 states that reported

expenditure and client figures. New Hampshire reported a cost of
$1,774 per client served in 1988.8
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FARLY INTERVENTION (Continued)

REFERRAL, AND ENTRY

Entry into an early intervention program starts with a referral which
can be made by a parent or guardian, physician, day care provider,
hospital, or clinic. Following referral, a case manager is chosen with
the approval of the family. Early intervention programs have separate
case managers from the area agencies due to the special nature of
infant and toddler services. The EI case manager and the family are
responsible for accessing, coordinating, and monitoring the delivery of
early intervention services.

With parental consent, a multi-disciplinary team conducts an
eligibility evaluation and assessment. With the early intervention
team of family members and other individuals important to the family,
early intervention program staff, and service providers, the multi-
disciplinary team identifies child and family strengths and the
services needed. An Individual Service Plan (ISP) is required per
administrative rule He-M 510, which expired July 24, 1990. Proposed
new early intervention rules expand the focus from the child to the
family, and refer to an Individual Family Service Plan (IFSP), now used
by a majority of the early intervention programs. The written plan
identifies strengths and weaknesses of the family unit and is monitored
in semi-annual team meetings or more often if requested by the parent.

TRANSTTION TO SCHOOLS

Early intervention programs refer infants and toddlers to their local
school when there is reasonable evidence of the existence of a
potential educational handicap. Referrals occur at least six months
prior to the child's third birthday or within three months of receiving
EI services if the child is in the "established risk" category (He-M
510).

Our survey of public and private special education program directors
revealed that the Department of Education's Bureau of Special Education
provided little technical assistance to infant and toddler programs.
The most frequent response to the statement "the bureau provides
adequate technical assistance for special education programs regarding
infants and toddlers" was either '"no comment" or "mildly disagree."
(See Appendix A for the results of the survey and also the section on
the Bureau for Special Education Services at page 53.)

Not every child who is at risk and eligible for EI services will
qualify as an educationally handicapped student. The Department of
Education estimates that approximately 70% of those children receiving
early intervention services will require special education services.

The early intervention ISP/IFSP is used by the school to develop the

child's first individualized education program (IEP). Cooperation and
planning between early intervention programs, the schools, and family
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members is essential to insure that the child and family will
experience a smooth transition into special education and establish a
positive relationship with the public school system. The special
education system does not employ case managers so the parent of the
child acts as both advocate and case manager.

EVAIUATION OF EARLY INTERVENTION PROGRAMS

The DMHDS Office of Evaluation and Quality Assurance (OEQA) evaluates
area agencies programs financed by state funds. In fiscal year 1990,
early intervention received 95% of its funding from the state. The
most recent evaluation of an early intervention program occurred in
September of 1989. Evaluations ceased when the administrative rules
neared expiration on July 24, 1990. The division proposed new
administrative rules on October 5, 1990 but withdrew them in January of
1991. The OEQA has started to rewrite its key EI program evaluation
factors, based on the proposed administrative rules. The OEQA plans to
resume evaluation in June, with or without new administrative rules.
(Refer to observation on page 45.)

PART H, PL 99-457, INFANT AND TODDLER PROGRAM

Recognizing the value of early intervention for children, the federal
government enacted PL 99-457 in 1986. Part H of the act is a
discretionary formula grant program that mandates services for children
from birth to three and requires the state to change the service
delivery system. Part H provides a five year phase-in period for
states to plan, develop and implement a statewide comprehensive
coordinated system of EI services.

In 1988, as a requirement of Part H, a state Interagency Coordinating
Council (ICC) was established with members appointed by the governor.
The Department of Education was chosen to be responsible for planning
and administering the program. The State will complete its third year
of this planning grant on September 30, 1991. On March 15, 1991 the
governor approved the ICC recommendation to participate in the fourth
year.

The state has the freedom under the law to define developmental delay
for eligibility. The ICC, has made its recommendations on eligibility
to the governor and the policy went out for public comment (for 60
days) on March 20, 1991. The eligibility definition, if no changes are
made during the public comment period, has been narrowed so that those
within the environmental risk category are not eligible. This
definition will be part of the year four application.

The federal funding is not guaranteed to continue after the five-year
planning process. The suggested amount is only about 25 percent of
what it now costs NH to provide early intervention services and can
only be used to augment already existing programs. Total functional
expenses for 1989 and 1990 for early intervention programs were
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$1,815,863 and $2,124,352 respectively. The lead agency staff estimate
year four Part H funding will be $388,800 and will be used to enhance
the current system of direct services. 1In year five (October 1992-
September 1993), New Hampshire must make EI services available to all
eligible children and their families, and define all services to be
provided. The Department of Education estimates fifth year Part H
funding to be $588,000.

OBSERVATTON 2: FARLY INTERVENTION — EXPTRED RULES SUSPEND QUALITY
ASSURANCE REVIENWS

The DMHDS' quality assurance office has not evaluated early
intervention programs since September 1989. Applicable administrative
rules expired in July 1990. New rules, proposed in October 1990, were
withdrawn in January 1991 pending revisions and early intervention
programs continue to operate without rules and quality assurance
reviews.

RECOMMENDATTON:

DMHDS should make every effort to complete the rule-making process for
early intervention while, in the interim, extending the quality
assurance mechanism so that the programs can continue to be evaluated.
The OEQA is presently revising the key evaluation factors in
anticipation of the new administrative rules and should then resume
evaluation.

AUDITEE RESPONSE: (DMHDS)

The federal government has developed new gquidelines for early
intervention programs under federal law 99-457. These guidelines are
controversial and much study has been conducted by the Governor's
Interagency Committee as to whether New Hampshire should participate in
99-457 as this law would dictate a complete entitlement program for
children from 0-3 years. It was decided that the rules being
considered would be inappropriate and that further and more appropriate
vision of early intervention needed to be considered and developed.
However, the lack of rules will not prohibit the review of all early
intervention programs within 1991 and Quality Assurance has plans to
conduct such reviews.
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FAMILY SUPPORT SERVICES

The following section describes the mission and services of family
support services. These services strive to help families and their
members with disabilities through an array of care options that promote
family stability, cohesion and resourcefulness.

Family support programs have emerged in many states in the last few
years, although some family support services have been in place longer.
Because of the relative newness of services, states have little
precedent and few formalized standards of quality for family support.
In New Hampshire, administrative rules governing family support
activities have yet to be adopted.

The absence of specific program standards or rules, however, has not
prevented the development of broader statements of purpose and
principle for family support. Within the field of family support, the
following service principles are generally proposed: services must be
individualized, diverse, family-focused, community-integrated,
coordinated among other related and generic services and, ultimately,
respectful of families' capacities and values.

ORGANIZATTION & ILEGISTIATTON

The Division of Mental Health and Developmental Services requires area
agencies to provide family support services. The division also
provides the funds and in-kind services to the twelve Regional Family
Support Councils, created expressly for family support purposes.

Family Support Councils advise their respective area agencies and
monitor the services provided. This "network" of support involves many
other state agencies, organizations and providers assisting disabled

persons.

In New Hampshire, the concept of a family support network arose from
the recommendations of the legislative Task Force on Family Support
and, following its 1989 report, was established in 1989 NH Iaws,
Chapter 255 (RSA 126-G). The legislature appropriated $500,000 for
each of the proceeding two fiscal years to the division for family
support councils and coordinators, discussed below.

The division allocates family support funds to the regions according to
population size and the family support councils in each region
administer the funds. The legislature sought to ensure that most funds
are spent directly on families by limiting paid staff.

Pursuant to RSA 126-G, the division solicited recommendations for
prospective Regional Family Support Council members from area agencies,
(and some other non-profit organizations) and approved 120 people for
terms of unspecified length. The sole criterion for membership,
according to the statute, is that members have a family member with
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a developmental disability. Division memoranda, however, also
encouraged area agencies to select members from a range of ages,
localities and disabilities.

Council size varies from the minimum of five to the maximm of fifteen
members, set forth in informal division guidelines. The Family Support
Council for Region VII sought a waiver to allow more than fifteen
members and currently has seventeen active members. Councils determine
the family support needs and goals in their respective region and the
way it administers the services.

Many councils have become very active in reviewing the requests of
families seeking assistance. Others have turned over most of that
responsibility to the Family Support Coordinator, a position also
created under RSA 126-G.

FAMITY SUPPORT COORDINATORS

Although the councils prepare the plans and help determine the manner
of service, Family Support Coordinators, established under RSA 126-G,
are the persons most responsible for acting on behalf of the families.
There is at least one coordinator in each region; in some regions there
is more than one person sharing the coordinating role. In most
regions, the "coordinator" is a full-time employee who coordinates
assistance to families and the involvement of various state and local
agencies, schools and providers.

Regional Family Support Coordinators receive salaries, benefits and
training from the area agency, although the councils have a notable
degree of authority in hiring, supervising and evaluating the
coordinators. One exception, is Region XI whose family support and
respite care are provided through a subcontracted provider.

According to division staff, one goal of family support management is
to attain a Jbalance between professional autonomy for the
coordinator(s) and council, while fostering collaboration with the area
agency. Collaboration among councils and area agencies appears to
increase the responsiveness and timeliness of support. Although not
required by law or policy, some regions have made use of written
agreements between the council and the area agency outlining their
respective duties.

THE DIVISION

The division created the position of Division Family Support
Coordinator to act as liaison among regional councils and coordinators,
other state agencies and the division. The division coordinator also
helps families whose needs cannot be met legitimately by regional
councils.
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The division director of family support oversees and coordinates the
operation of family support networks in all regions. One means of
coordination for the family support director are quarterly meetings of
the State Advisory Committee on Family Support, comprised of council
members and other interested parties, appointed by the division. The
meetings address issues affecting regional family support activities
from a statewide perspective and afford a setting for sharing
information helpful to all councils.

FAMITY SUPPORT PLANS

Family support plans, established in 1989 NH Laws, Chapter 255, are
another means by which the division and regional councils coordinate
family support goals and activities. Submitted each year by the
regional councils, the plans are joint agreements between area agencies
and councils, outlining in general terms, the regions' plans for
allocating funds and providing services.

Family support plans are submitted by the councils for review by the
division. According to division staff responsible for family support,
the plans are meant to be flexible, adaptable documents guiding the
financial and program decisions of the council throughout the fiscal
year. Area agencies and councils are encouraged to let the plans
evolve throughout the year in response to changing circumstances.

SERVICES

Prior to an established family support network, area agencies provided
some family support services. However, the core of family support
services, with the exception of respite care which predates family
support as a program, grew to its present status only after family
support legislation became law and funds were provided.

The core of family support services are information and referral,
respite care, family counseling, parent training, adaptive supplies and
home modifications. These services comprise most of the aid provided
through family support programs, with respite care and information and
referral leading the list of requests.

Other services include in-home training in self-care, child care,
behavior modification, leisure and other non-respite relief, linking
parents in similar situations, accessing Medicaid and community
services, some attendant care and crisis intervention and
transportation. Aid available through family support is virtually
unlimited and may include financial aid for medical and dental care,
sibling respite, clothing and health care coverage for limited periods.
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Respite care is short-term and family-directed and may be received in
or out of the home. The aim of respite care is to lessen the stress on
families caring for a disabled member by relieving primary care-givers
of their responsibility for short periods. Each region's respite care
service, whether provided directly by the area agencies or contracted,
the division funds with families sharing in the financial cost of care
on a sliding scale fee basis.

Area agencies or contracted respite agencies cover about one half to
three quarters of the expense for most requesting families. The costs
of other family support services are also shared by families, if
possible. Respite care services are the most requested family support
service, after information and referral, and the most expensive family
support service.

According to a 1990 report by the Developmental Disabilities Council,
the statewide monthly average of respite care is 20 hours per family,
with 60 percent going to families with children and 40 percent going to
families with adults. The report also indicates that in fiscal year
1990, the average monthly cost of respite care per family is $68.00.

Without formal standards, and with significant regional discretion, the
division has done 1limited monitoring. Although formal quality
assurance evaluations have yet to be fully implemented, the regional
councils submit quarterly reports to the division detailing the number
of family support requests received, the kinds of services provided,
and their costs.

FUNDING AND COSTS

Family support is funded almost entirely by state funds. In fiscal
year 1990, the division funded 94 percent of program expenditures.
Client fees, federal funding and other revenues funded the remaining 6
percent of family support services. Total division expenditures on
family support services have increased 74 percent since fiscal year
1989, from $1,123,869 to $1,951,930 in fiscal year 1991. A family
support allocation, per RSA 126-G, detailed in the table on the
following page, is administered by the Family Support Councils and is
included as part of the division's funding for family services.
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FAMITY SUPPORT COUNCILS
REGIONAL FAMILY SUPPORT AILIOCATION - FY 1990

PROJECTED % OF TOTALL FAMILIES % OF
REGION POPULATTON POPULATTION SERVED AITOCATION  ALIOCATTION
I 57,505 5.01% 101 $ 25,061 5.01%
II 41,599 3.63% 191 $ 18,129 3.63%
IIT 72,981 6.36% 329 $ 31,806 6.36%
v 122,613 10.69% 109 $ 53,436 10.69%
v 94,519 8.24% 50 $ 41,192 8.24%
VI 171,735 14.97% 181 $ 74,844 14.97%
VIT 169,444 14.77% 400 $ 73,845 14.77%
VIIT 136,768 11.92% 77 $ 59,605 11.92%
IX 101,860 8.88% 108 $ 44,392 8.88%
X 109,173 9.52% 437 $ 47,579 9.52%
XI 34,408 3.00% 104 $ 14,995 3.00%
XIT 34,683 3.01% 145 $ 15,116 3.01%
1,147,288 100.00% 2,232% $__500,000 100.00%

* duplicated count

Data concerning the cost for specific services and the cost to serve
individuals are sparse and, for some regions, unreported in fiscal year
1989. Division family support information about unduplicated requests
shows that during fiscal year 1990, a total of 937 families were served
by Family Support Councils while area agencies report serving about
1,827 families overall.

ELIGIBILITY

The origins of family support are in the field of developmental
disabilities. However, in many states, including New Hampshire, the
services have come to serve people with other related disabilities.
While area agencies work under the definition of developmental
disability in RSA 171-A, Regional Family Support Councils in concert
with the State Family Support Advisory Committee have been trying to
develop different eligibility criteria.

Many regions have excluded no families requesting information and
referral but have limited who receives the more costly support,
especially direct financial aid. At this time, debate among regional
family support staff and councils and the division is ongoing over
eligibility criteria for families to receive referral and information,
short-term support and/or intervention and more expensive services. It
is important to note that the regions already serve non-developmentally
disabled persons whose conditions create similar service needs.
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Due to extended debate concerning eligibility, family support services
have operated without administrative rules since July 1, 1989. RSA
126-G:5 requires the division director to adopt rules under RSA 541-A
relative to requirements for eligibility. RSA 126-G became effective
on July 1, 1989. The division had already begun work on rules as early
as June 16, 1989, when it convened an ad hoc committee on family

support.

RETATED EFFORTS

Support for families with disabled members also comes from sources
outside the established family support network. These programs and
agencies provide comparable services to disabled clients and their
families, although, in most cases, narrower eligibility criteria apply.
The division has re-applied for a 1988 federal grant to develop respite
care options for families with members with disabilities. The Division
of Public Health Services has also applied for a federal family support
grant to ensure families receive the information and community
resources needed to care for their disabled children.

The Parent Information Center (PIC), part of the New Hampshire
Coalition for Handicapped Citizens, Inc., provides support and training
to parents of children with disabilities. Additionally, the Institute
on Disability trains parents to assume a greater role in advocating and
providing for disabled family members, through the Family Leadership
Series.
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Karen Nichols and son Kelley Jan
Dear Family Support Council,

As the parent of a special needs child, I have been faced with many of the
same joys and frustrations as most parents face. There have been
disappointments, however, the rewards of parenting have been enhanced. From
the time of his birth, I was aware that my son would have certain
limitations, but through the support of numerous professionals I tried not to
limit him in his personal growth.

Kelley Jon is now a junior at Kennett High School. His specific handicap is
Downs Syndrome but this has not prevented him from actively participating in
a gratifying high school career--academically and socially. Among his
activities:

Manager of Kennett High School Football team (3 years)
Member Junior High School Track team (3 years)

Member High School Drama Club

After school weight-lifting

Tamworth Boy Scouts

Rites of Spring; New England Patriots waterboy (3 years)
Participant New Hampshire Special Olympics (8 years)

Furthermore, Kelley Jon has successfully worked at McDonald's Restaurant in
North Conway for three summers. As well as a full educational program at
Kennett, he is currently working one day a week at Pizza Hut.

Although he has begun a successful school/work transition program, his
educational team, Kelley Jon, and I have been aware that the next step in
addressing his needs to grow as an individual would be to focus on
residential independent living skills. Handicapped students have a difficult
time generalizing information from one environment to another. Life skills
education in an actual independent living setting is much more valid than a
school bound program...it would be comparable to a college experience as
prerequisite to a career commitment. An opportunity for such a placement
presented itself at the beginning of the year. Since January 6, Kelley Jon
has lived at 62 Pleasant Street in Conway; the residence manager provides him
with a living skills program that compliments his school program.

Unfortunately, funding to accomplish this program is unavailable in its
entirety until Kelley Jon graduates in June, 1990.

Because of organizations such as Family Support, my son has received some of
the financial assistance that is necessary for him to achieve his goal of
independent 1living. Furthermore, he is recognized as a productive and
contributing member of his community.

Sincerely,
Karen Nichols

6/29/90
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DEVEILOPMENTATL: SERVICES FOR CHITDREN
(3 — 21 YFARS)

OVERVIEW OF SPECTAL EDUCATION SERVICES

Elementary and secondary education programs for children with
developmental disabilities are special education prograns. The
responsibility for special education in New Hampshire is shared among
federal, state, and local governments.

The federal government under the Education for All Handicapped Children
Act (20 USC §§ 1400 et seq., also known as PL 94-142) has set certain
minimum standards for the education of all handicapped children. PL
94-142 is essentially a federal-state funding program. In order to
receive federal funds, a state must meet or exceed federal standards.
The State of New Hampshire accepts federal funds for special education;
therefore, it has the primary responsibility, through the Department of
Education, for setting statewide standards for special education
programs which at a minimum meet the federal standards. Local school
districts (also known as Local Education Agencies or LEAs) have the
responsibility to implement and finance special education programs
pursuant to the standards set by federal and state govermments.

RSA 186-C and the New Hampshire Standards for the Fducation of
Handicapped Students (the Standards), administrative rules adopted

pursuant to the state statute, implement the federal statute. The law
requires LEAs give educationally handicapped children a free and
appropriate public education. A free and appropriate public education
must be part of a state approved program of special education and
include educationally related services as well as instruction. A free
and appropriate public education begins with the writing of an
individualized education program by a special education evaluation and
placement team.

STANDARDS FOR EDUCATTONATILY HANDICAPPED

The Standards define an educationally handicapped child as anyone 3
years of age or older but less than 21 years of age who has been
identified and evaluated by a local school district evaluation team and
determined to be mentally retarded, hearing impaired, speech or
language impaired or both, visually impaired, seriously emotionally
disturbed, orthopedically impaired, otherwise severely health impaired,
deaf-blind, multi-handicapped, or as having specific learning
disabilities and who, because of such impairment, needs special
education and educationally related services.

Developmental disability is not defined as one of the educationally
handicapping conditions. A child with a developmental disability must
be determined to have at least one of the impairments listed above
before qualifying for a free and appropriate public education under the
special education statutes.
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After a child has been determined educationally handicapped, a free and
appropriate public education must be provided. A free and appropriate
public education includes special education and related services, which
are provided at public expense under public supervision without charge
to the parent; meet Department of Education Standards; include pre-
school, elementary, and secondary school education; and conform with a
written individualized education program.

An individualized education program (IEP) is the key to a free and
appropriate public education. It is written by a local school district
special education evaluation and placement team. This team, at a
minimm, consists of a representative of the local school district; at
least one teacher certified in the area of each suspected disability;
vocational education professionals, where appropriate; one or both of
the student's parents or a guardian or surrogate parent as the case may
be; the student, if of the age of majority or otherwise appropriate;
and, one qualified, professional examiner for each area of suspected
disability.

According to the RSA 186-C:7 and the Standards the IEP must contain,
among other things, the following components:

e A statement of the student's present 1level of educational
performance;

e A statement of the annual goals, including short-term
instructional objectives;

e The extent to which the student will participate in a regular
class or program;

e The expectations for the student when participating in a regular
class or program;

e A statement of the educationally related services to be provided;

e Appropriate objective criteria and evaluation procedures and
schedules for determining, at least on an annual basis, whether
short-term objectives are being achieved.

An IEP is updated at least annually and must be in effect by the
beginning of each school year in order for placement of the student to
occur. Placement of the student is based on the unique educational
needs of the student as specified in the IEP and must be in the least
restrictive enviromment appropriate to those needs.
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At any point in the educational decision-making processes of
identification, evaluation and placement procedural safeguards
including complaints and impartial due process hearings, mediation, and
appeals procedures are available to either the student or the local
school district. Additionally, the department is actively involved in
monitoring the development and operation of local school district
special education programs and services, and has the ability to enforce
sanctions for regulatory violations or misconduct.

FINANCTAL, AND PROGRAM INFORMATTON

To achieve this report's objectives of evaluating the efficiency and
effectiveness of New Hampshire's system of services for children with
developmental disabilities, we relied extensively on computer-
processed data contained in the department's special education
information system (SPEDIS) and data from Department of Revenue
Administration's Form MS-25 supplied by the state's 169 local school
districts. We did not independently verify the reliability of the data
and we have reason to question the accuracy of data especially as it
relates to the MS-25 (for more information on the MS-25 refer to our
observation on page 76). As a result, we are unable to provide
conclusions or recommendations based on the data, although we have used
it for purposes of analysis because it is the only source of local
school district financial information compiled by the department.

We gathered enrollment data for state fiscal years 1983 through and
including fiscal year 1990. As shown in the first table on the next
page, over the past eight years the educationally handicapped
population has grown at a rate about four times faster than the public
school enrollment. Between 1983 and 1990 according to data from
SPEDIS, the educationally handicapped population grew from 15,009 to
19,674 (31.1%). For the same period the public school enrollment as
reported by the department increased from 160,199 to 171,696 (7.2%).

The exact number of children with developmental disabilities in the
educationally handicapped population is difficult to determine because
of a lack of precise definition (Refer to our discussion on page 181).
For purposes of this report and at the suggestion of the Department of
Education, we define children with developmental disabilities as the
sum of those children identified by SPEDIS as mentally retarded and
miltihandicapped with a secondary diagnosis of mental retardation. As
shown in the second table on the next page, for the eight years under
study the population of children with developmental disabilities
declined from 1,525 to 1,088 (-28.7%), and has declined from 10.2% of
the educationally handicapped population to 5.5%.
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Although many observations refer to the educationally handicapped
generally, we have assumed that, as children with developmental
disabilities are part of that group, observations apply to them as
well.

Comparison of Educationally Handicapped
and Non-Educationally Handicapped
As a Percentage of School Enrollment
(1983 & 1990)

% Change

1990 % 1983 % 1983-1990
Educationally
Handicapped 19,674 11.5 15,009 9.4 31.1
Non-Educationally
Handicapped 152,022 88.5 145,190 90.6 4.7
Total School
Enrollment 171,696 100.0 160,199 100.0 7.2

Source: New Hampshire Department of Education
SPEDIS and enrollment data

Comparison of Children With Developmental Disabilities
and Other Educational Impairments
As a Percent of All Educationally Handicapped
(1983 & 1990)

% Change

1990 % 1983 % 1983-1990
Children With
Developmental
Disabilities 1,088 5.5 1,525 10.2 -28.7
Other Educational
Impairments 18,586 94.5 13,484 89.8 37.8
Total Educationally
Handicapped 19,674 100.0 15,009 100.0 31.1

Source: New Hampshire Department of Education
SPEDIS
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SPECTAL, EDUCATION EXPENDITURES (1983 — 1990)

According to the MS-25, between 1983 and 1990 local school districts
spent over $5.5 billion on elementary and secondary education. Of that
amount over $800 million (15%) was spent on special education. There
is strong support for special education programs. Our survey indicated
that 100% of those who responded agreed with our statement that local
school districts "strongly support the state's policy reguiring the
provision of a free and appropriate public education." However, 60 out
of 70 respondents (86%) also agreed that citizen-taxpayers in their
school districts were very concerned about the cost of special
education.

A comparison of expenditures in the table below shows that between 1983
and 1990 total expenditures for local education, as reported by local
school districts, increased from $452,032,070 to $1,035,473,903 (129%).

Comparison of Special Education,
Regular Education, and
Total Local Education Expenditures
(1983 & 1990)

(Millions of Dollars)

% Change

1990 % 1983 % 1983-1990
Special Education $ 163.0 15.7 $ 57.1 12.6 185%
Regular Education 872.5 84.3 394.9 87.4 121%
Total Expenditures $1,035.5 100.0 $452.0 100.0 129%

Source: LBA Computation from MS-25

Before we could look beyond total educational expenditures to compare
expenditures between educationally handicapped and non-educationally
handicapped children, we made certain computations using data from the
MS-25. We could have used readily available aggregate special
education expenditure data reported on the Supplemental Expenditure
Schedule. But we chose to ignore those numbers because we could not
identify and substantiate their component parts.

Instead we separated special and regular education instruction
expenditures on the MS-25 from all other expenditures and calculated
per pupil instructional expenditures for each of the two groups. We
then calculated per pupil costs for all other expenditures and added
those figures to both per pupil special education instruction and per
pupil regular education instruction expenditures to arrive at per pupil
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expenditures for special education (educationally handicapped) and
regular education (non-educationally handicapped) . Finally, we
multiplied the per pupil expenditures for each group by its appropriate
enrollment to determine total expenditures for each of the two groups.

Based on those computations (shown on the above table), between 1983
and 1990 spending for the special education (educationally handicapped)
increased from $57,135,150 to $163,014,380 (185%). Spending for
regular education (non-educationally handicapped) students, increased
during that same time from $394,897,220 to $872,459,523 (121%).

PER CAPTTA SPENDING COMPARTSONS

A comparison of special education and regular education expenditures
per pupil is shown in the table below. Spending for special education
on a per student basis in 1983 was $3,807 compared to $2,720 spent for
each regular education student. In 1990 the figures were $8,286 for
special education and $5,739 for regular education.

PER CAPITA SPENDING COMPARISONS
Special Education and
Regular Education

(in thousands)

@
® 10
6
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EH. $
NON E.H. $
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“hren ¢ [ NONEH. $ I

Source: LBA Computations from NHSDE
MS5-25, SPEDIS and enrollments

A local school district is responsible for the cost of educating a
child regardless of an educational handicap. Therefore, the
incremental cost (the difference between the cost of educating a child
with an educational handicap and educating a non-educationally
handicapped child) is the true cost, or premium, of special education.
That incremental cost (shown in the table below) in 1983 was $1,087 per
pupil and totaled $16,314,783 (3.6% of total school district
expenditures). In 1990 it was $2,547 per pupil and totaled $50,109,678
(4.8% of total school district expenditures).
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OVERVIEW OF SPECTAL FDUCATION SERVICES (Continued)

Comparison of Special Education
Incremental Costs

(1983 - 1990)
% Change

1990 1983 1983 - 1990
Special Ed./Regular Ed.
Cost Difference $ 2,547 $ 1,087 134%
Educationally
Handicapped Population 19,674 15,009 31%
Incremental Cost of
Special Ed. (millions) $ 50.1 $ 16.3 207%
Incremental Cost as %
of Total Ed. Dollars 4.8% 3.6%

Source: LBA computation from NHSDE MS-25,
SPEDIS and enrollments.

No data were readily available for us to show comparisons of
expenditures for children with developmental disabilities with either
other educationally handicapped, non-educationally handicapped, or
total student expenditures. This is because local school districts are
not required to report special education data by individual impairment
except for the 1limited purpose of obtaining catastrophic aid
reimbursement.

LIMITED COMPARTSON WITH OTHER NEW ENGLAND STATES

Data was available in the 1990 edition of State of the States in
Developmental Disabilities for us to provide a very limited comparison
of states using 1987-88 information reported by the Department of
Education on estimated federal, state and local school district
expenditures for students with mental retardation. The table on the
following page shows a comparison of the six New England states.
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OVERVIEW OF SPECIAL FDUCATION SERVICES (Contimued)

New England States
Comparison of Educational Expenditures
For Students With Mental Retardation

(1987-1988)
Special Students w/ Est $
Education Mental % Est $/ For MR

Population Retardation MR MR Student (Millions)

Connecticut 64,758 4,833 7.5 12,282 59.4
Maine 26,841 3,917 14.6 8,552 33.5
Massachusetts 143,636 30,644 21.3 10,792 330.7
New Hampshire 16,323 1,047 6.4 7,980 8.4
Rhode Island 19,527 1,272 6.5 10,912 13.9
Vermont 11,405 2,034 17.8 9,898 20.1

Source: State of the States in Developmental Disabilities, 1990

SPECTAT, FDUCATTION REVENUE (1983 - 1990)

An analysis of funding sources for special education (see table below)
shows that from 1983 to 1990 local school districts have borne an
increasingly 1larger share of the financial burden for special
education. Local revenue for special education (defined here as total
local school district special education expenditures minus state and
federal grants-in-aid) increased from $44,337,220 to $141,998,661
(220%) between 1983 to 1990.

State funding for special education comes from two primary sources.
The first is special education basic aid which is apportioned among
school districts based upon the "Augenblick Formula" (refer to our
observation on page 68). Special education basic aid has remained at
$8,118,312 since FY 1984. The second source of state funding to local
school districts for special education is catastrophic aid.
Catastrophic aid is a reimbursement to local school districts for 80%
of per pupil special education costs when those costs exceed 3 1/2
times the statewide average cost per elementary pupil. Catastrophic
aid, if it is not fully funded by the legislature, is prorated to local
school districts. In FY 1990 catastrophic aid reimbursement was fully
funded and amounted to $7,472,905.
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OVERVIEW OF SPECIAL EDUCATION SERVICES (Continbed)

Between 1983 and 1990 funds raised locally for special education
services increased 3.32 and 3.80 times faster than state and federal
revenues respectively. From 1983 to 1990 special education basic aid
and catastrophic aid increased from $9,365,312 to $15,591,217 (66%) and
federal funding (consisting of PL 94-142 and PL 89-313 grants) from
$3,432,618 to $5,424,502 (58%). In 1983 state and federal funding
combined accounted for 22.4% of all funding for special education,
while in 1990 state and federal funding accounted for only 12.9%.

COMPARISON OF SPECIAL EDUCATION REVENUE
FEDERAL, STATE AND LOCAL

(in millions)

€&
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1983 | 1984 | 1985 | 1986 1990
| LOCAL 443 | 51.3 | 604 | 705 | 84 100 | 1225 | 142
| STATE 9.4 9.7 9.7 | 10.2 | 106 | 14.4 | 152 | 15.6
| FEDERAL | 3.4 3.6 3.9 4.7 4.9 5 6.1 5.4
| TOTAL 57.1 | 64.6 | 74 | 854 | 995 | 119.4 | 143.8 | 163

Fiscal Years

[ lrocaL P state | FEDERAL

Source: LBA Computation from NHSDE
MS5S-25 and EHA-B Reports

The discussion that follows, through page 93, presents our formal
observations and recommendations related to special education services.
Our comments address placement issues, planning and management, and
approval, monitoring, and enforcement of special education programs
provided by local school districts.
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PLACEMENT

IFEAST RESTRICTTIVE ENVIRONMENT

The New Hampshire Developmental Disabilities Council in its December
1989 report Promises to Keep found, "Despite a national trend in recent
years towards regular classroom placement for children with
disabilities, the percentage of students assigned to self-contained
classes in New Hampshire has remained the same over the past several
years." According to the report, which cited U.S. Office of Special
Education and Rehabilitative Services information, New Hampshire has
ranked as low as 35th among states in its efforts to integrate students
with disabilities into the educational mainstream.

The Statewide Systems Change project, a collaborative project between
the department and the UNH Institute on Disability, in a recent study
listed five reasons why integration of students with severe
disabilities in the public schools is in the best interest of society
and the students:

e Integration is a civil right.
e Integration may be more cost effective.
e The disabled learn better in integrated environments.

e Integration promotes the development of accepting attitudes in
the community.

e Integration promotes friendships between the disabled and non-
disabled.

The project study found, "While there are instances of integrated
opportunities in New Hampshire programs, there is no consistency across
the state regarding curriculum for students with severe disabilities,
either at the elementary or the secondary Ilevel. Curriculum is
typically non-functional; related service objectives are not embedded
into regular instruction goals."

According to department Standards each local school district is to
insure, to the maximum extent appropriate, educationally handicapped
students are educated with students who are not handicapped and that
special classes, separate schooling, or other removal of educationally
handicapped students occurs only when the nature of the severity of the
handicap is such that education in regular classes with the use of
supplementary aids and services cannot be achieved satisfactorily.

The Standards provide for a continuum of alternative enviromments.
Local school districts are required to give evidence that such a
continuum either is available or would be made available as placements
for educationally handicapped. Each school district is required to
make the placement decision for each child at least annually based on
his or her individualized education program. Placement must be as
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PLACEMENT (Continued)

close as possible to the student's home. Unless the individual's plan
requires otherwise, the student must be educated in the school he or
she would have attended if not handicapped.

The placement decision is concerned not only with a classroom
enviromment but also with non-academic activities such as neals,
recess, athletics, transportation, clubs and other extracurricular
events. In providing those services school districts are bound to
insure every educationally handicapped student participates with non-
handicapped students to the maximum extent appropriate to the needs of
the student.

Department Standards describe a continuum of nine (9) alternative
education enviromments. From least to most restrictive they are as
follows:

e Reqular Classroom - a regular class with a modified curriculum
for the educationally handicapped student;

e Regular Classroom with Consultative Assistance - an educationally
handicapped student attends regular class with consultative
assistance being provided to the classroom teacher;

e Reqular Classroom with Assistance by Itinerant Specialists - an
educationally handicapped student attends regular class with
direct services provided by itinerant specialists;

e Reqular Classroom Plus Resource Room Help - an educationally
handicapped student attends regular class and receives assistance
at or through the resources room program;

e Reqular Classroom Plus Part-Time Special Class - an
educationally handicapped student attends the regular class and
the self-contained special education classroom;

e Full-Time Special Class - an educationally handicapped student
attends a self-contained special education class full-time;

e Full-Time/Part-Time Special Day School - an educationally
handicapped student attends a publicly or privately operated
special day program full-time/part-time;

e Full-Time Residential Placement - an educationally handicapped
student attends a publicly or privately operated residential
program full-time;

e Home-Based Programming - an educationally handicapped student
receives a special education program at home.
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Because SPEDIS data only identifies certain of the above environments,
after consultation with staff at UNH Institute on Disability, we
constructed a modified continuum designed for ease of use of SPEDIS
data. Our modified continuum essentially recognized three placement
enviromnments (modified regular program, resource room and self-
contained classroom) in each of three placement locations (local school
districts, including SAU programs; non-local day programs; and non-
local residential programs) .

OBSERVATION 3: PILACEMENT IN LEAST RESTRICTIVE ENVIRONMENT

The placement of educationally handicapped children into the least
restrictive environment of regular classrooms in neighborhood schools
has not kept pace with the growth of the educationally handicapped
population during the period 1983 to 1990 (shown in the first table
below). The educationally handicapped population increased by 4,665
students during the period and most of that growth (4,462 or 95.7%)
took place in local programs. Most of the growth in local program
placements occurred in resource room programs (48.6%) and self-
contained classroom programs (42.2%) and not in the least restrictive
environment of modified regular classroom programs (4.9%).

Additionally, as shown in the second table, placement of individuals
with developmental disabilities in the more restrictive self-contained
classroom environment in local programs has increased substantially
from 315 in 1983 to 619 in 1990. That amounts to an increase of 96.5%.
During that same period the total number of children with developmental
disabilities declined from 1,525 to 1,088 (-28.7%).

RECOMMENDATTON:

The NHSDE should take immediate steps to insure that, to the maximum
extent possible, educationally handicapped students, including those
with developmental disabilities, in both local school district programs
and private facilities, are educated with students who are not
handicapped and that special classes, separate schooling, or other
removal of educationally handicapped children and children with
developmental disabilities from the regular enviromment occurs only
when the nature or severity of the handicap is such that education in
regular classes with the use of supplementary aids and services cannot
be achieved satisfactorily as required by department Standards.
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PLACEMENT (Contirued)

PLACEMENTS - FDUCATTONATLY HANDICAPPED

(From least to Educationally Educationally 1983 - 1990
most restrictive) Handicapped Handicapped INC. %
1983 1990 (DEC.) Change
IOCAL PROGRAMS
MOD. REGULAR PROGRAM 5,905 6,135 230 3.9
RESOURCE ROOM 5,994 8,259 2,265 37.8
SELF-CONTATNED PROGRAM 1,354 3,321 1,967 145.3
13,253 17,715 4,462 33.7
NON-ILOCAL, DAY PROGRAMS
MOD. REGULAR PROGRAM 93 319 226 243.0
RESOURCE ROOM 68 167 99 145.6
SELF-CONTATNED PROGRAM 1,014 959 (55) - 5.4
1,175 1,445 270 23.0
NON-IOCAL, RES. PROGRAMS
MOD. REGULAR PROGRAM 191 43 (148) - 77.5
RESOURCE ROOM 14 0 (14)  -100.0
SELF-CONTATNED PROGRAM 267 363 96 36.0
472 406 (66) - 14.0
OTHER
HOME-BASED/IND. NON-SCHOOL 109 108 1 - 0.9
TOTAL 15,009 19,674 4,665 31.1
PLACEMENTS — DEVEIOPMENTATLY DISABLED
Number Number
Develop— Develop—-
(From least to mentally mentally 1983 - 1990
most restrictive) Disabled Disabled INC. %
1983 1990 (DEC.) Change
IOCAL PROGRAMS
MOD. REGULAR PROGRAM 152 92 (60) - 39.5
RESOURCE ROOM 605 116 (489) - 80.8
SETLF-CONTATNED PROGRAM 315 619 304 96.5
1,072 827 (245) - 22.9
NON-IOCAT, DAY PROGRAMS
MOD. REGULAR PROGRAM 8 8 0 -0-
RESOURCE ROOM 24 25 1 4.2
SELF-CONTATNED PROGRAM 354 181 (173) - 48.9
386 214 (172) - 44.6
NON-TOCAL, RES. PROGRAMS
MOD. REGULAR PROGRAM 13 2 (11) - 84.6
RESOURCE ROOM 2 0 (2) -100.0
SELF-CONTATNED PROGRAM 46 41 (5) - 10.9
61 43 (18) - 29.5
OTHER
HOME-BASED/IND. NON-SCHOOL 6 4 (2) - 33.3
TOTAL 1,525 1,088 (437) - 28.7

Source: NHSDE SPEDIS
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PLACEMENT (Continued)

AUDITEE RESPONSE: (NHSDE - Bureau of Special Education Services)

Aside from state demonstration sites designed to serve the more
severely disabled students, the Department of Education, Bureau for
Special Education Services, 1in collaboration with the Institute on
Disability at the University of New Hampshire and the federally
supported Statewide Systems Change grant, has taken on an aggressive
role regarding inclusive education practices. The Bureau has committed
one-third of a professional position to provide direct technical
assistance to local education agencies regarding the integration of
students with severe disabilities in regular education classes. The
following School Administrative Units have been or are being provided
at their request one to two years of training and technical assistance:

Winnisquam SAU 59
Lebanon SAU 32
Pelham SAU 28
Woodsville SAJ 23
Moultonboro SAU 45
Pembroke SAU 53
Nashua SAU 42
Newport SAU 43

The goals of this project are to:

A. Increase numbers of students with severe disabilities in regular
education classes;

B. Bring back students from out-of-district, self-contained programs
to in-district reqular education classes;

C. Improve quality and trans-disciplinary nature of related services
(occupational therapy, physical therapy, communication);

D. Increase opportunities for students with disabilities to have
meaningful interactions with students who are not disabled; and

E. Improve the quality of curriculum offered to students with
disabilities.

To further demonstrate its commitment to least restrictive environment
for students with developmental disabilities, the Department has used
federal funds to fund the NH Special Education Statewide In-service
Training Program for the purpose of passing on to local education
agencies state-of-the-art inclusionary education practices. This will
be accomplished by:

1. Establishing a statewide network of experts and resources;

2. Providing regionally based in-service training plans; and
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PLACEMENT (Continued)

AUDITEE RESPONSE (Contimued): (NHSDE - Bureau of Special Education
Services)

3. Providing on-site follow-up technical assistance, if required.

Parental acceptance of an IEP/placement decision is essential to the
team process. Federal regulations supported by state interpretations
in New Hampshire Standards for the Education of Handicapped Students
acknowledge this.

It is the responsibility of the local education agency and the
Department to work with parents, to advise, educate, and counsel them.
The local team must assist the parent/quardian by working with them
toward the best possible decision regarding an appropriate education
program for their child.

FOUNDATTON ATD FORMULA

The state foundation aid formula (RSA 198:27), commonly known as the
"Augenblick Formula," was enacted in 1985. The formula was designed to
provide a way for sharing the costs of public elementary and secondary
education so that the more needy school districts could be assisted in
providing an adequate education program and education throughout New
Hampshire might be improved.

The foundation aid program provides for annual distribution of state
special education basic aid funds of $8,118,312 to local school
districts through the concept of "weighted pupils." This weighting
concept accounts for the costs of educating pupils based on the type of
special educational program in which they are enrolled. The weighting
system used in the foundation aid formula is based on state average
expenditures per pupil for each of eight educational programs,
including five special education programs, and is set out in the
statute as follows:

WEIGT ASSIGNED TO
TYPE OF PROGRAM EACH PUPTL

REGULAR EDUCATION PROGRAMS:

e regular elementary 1.00
e regular high school 1.21
e high school vocational education 2.01
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PIACEMENT (Contimnued)

WEIGHT ASSIGNED TO
TYPE OF PROGRAM EACH PUPIL

SPECTAL EDUCATTION PROGRAMS:

e mainstreamed 2.12
e self-contained classroom 2.57
e pre-school day placement 3.37
e out-of-district day placement 7.08
e residential placement 8.72

Comparison of the weights assigned to programs and their degree of
restrictiveness shows that higher weights correspond to more
restrictive placement environments. Thus, the weighting creates a
partial disincentive to ©place children in less restrictive
environments, since the local school district could potentially receive
less state aid to educate those children. An educationally handicapped
student placed in self-contained classroom is weighted at 2.57. If
that same student were mainstreamed in the less restrictive enviromment
of the regular classroom, the weight assigned would be 2.12. The law
provides a potential disincentive to a local school district for
integrating an educationally handicapped student into the mainstream.
That disincentive is 17.5% less per child in proportional special
education basic aid (the difference between 2.57 and 2.12).

While we found no evidence that this disincentive was a factor in
placement decisions, there are few controls to ensure that it does not
become a factor.

OBSFRVATION 4: POTENTTAL FOUNDATION ATD FORMULA DISINCENTIVE

The foundation aid formula by virtue of its weighting system provides a
potential disincentive for local school districts to place
educationally handicapped students in a less restrictive enviromment
because the formula assigns the highest factor of 8.72 to a residential
placement and a lower factor of 2.12 to a mainstreamed student. (See
discussion above.) Further, we note that the weights assigned to the
various educational programs, including the five special education
programs, have not been revised since the law was enacted in 1985.
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PLACEMENT (Continued)
RECOMMENDATTON:

The Department of Education should request the legislature change the
definition of "weighted pupil" as it pertains to educationally
handicapped students in order to provide more incentive for Ilocal
school districts to place those students in less restrictive
enviromments. Additionally, the department should review the weights
set in the 1985 law to determine whether or not those weights are still
valid approximations of the additional costs associated with educating
educationally handicapped students.

AUDITEE RESPONSE: (NHSDE - Bureau for Special Education Services)

Foundation Aid is distributed through the provisions of RSA 198:27-33.
In the Statement of Policy (RSA 198:27) the legislature declared, "the
policy of the state of New Hampshire to share in the costs of public
elementary and high school education of the local school districts of
the state to the end that: (1) the more needy school districts may be
assisted in providing an adequate education program; and (2) education
throughout New Hampshire may be improved. Clearly this legislation
seeks to provide funding to school districts based on their ability to
pay for the educational costs of their students. The cost of special
education services was considered when this legislation was revised in
1985, and clearly there 1is no argument that the cost of special
education exceeds the cost of regular education. As stated in RSA
186-C:18, State Aid, II. "The state shall distribute the funds known
as special education basic aid funds as directed by the formula
established in RSA 198:29." Furthermore, the special education
component in Foundation Aid was established at and remains $8,118,312.
Obviously the inclusion of an identified component of Foundation Aid-
Special Education Basic Aid (see Operating Budget) is meant to reflect
a school district's special education costs, and the method chosen to
reflect those costs 1is a classification of pupils based on their
weighted value - an elementary pupil, not educationally handicapped is
weighted at 1.0 while an educationally disabled child in a residential
placement is weighted at 8.72. It is true that the weights assigned to
the various educational programs, including the five special education
programs, have not been revised since 1985.  However, pursuant to
directions from then Vice-Chairman of the House Education Committee,
the department did conduct a survey by sampling school districts - the
same school districts used to establish the weights - to provide the
committee with data to be used in consideration of a possible revision
to the weighted values assigned to pupils. A bill was introduced and
voted inexpedient to legislate by House Education Committee. Their
report indicated that the sample was inadequate. The issue has not
been addressed since that time. The Committee's report was confirmed
by the House vote.
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PLACEMENT (Contimnued)

AUDITEE RESPONSE (Contimued): (NHSDE - Bureau for Special Education
Services)

The Department did ask both the House Education Committee and Senate
Education Committee to specifically consider changing the definition of
"weighted pupil" to reflect the findings in this Report in testimony
during the 1991 legislative session on HB 341 and SB 212. HB 341,
enacted into law as Chapter 350, Laws of 1991 establishes a committee
to study the Augenblick Formula. Although the legislation does not
specifically mention changing the definition of "weighted pupil," we
will bring this issue to the committee's attention for their
consideration.

PROGRAMS TN CORRECTTONAL FACTIITTES

State law (RSA 186-C:19-a) regquires local school districts to assume a
portion of the financial 1liability for educationally handicapped
individuals in state institutions including the state's prisons. For
an educationally handicapped person in the state's prisons, the local
school district in which that person most recently resided (other than
the state prison) is responsible for the development of an
individualized education plan.

Iocal school district 1liability for educational expenses for an
educationally handicapped person between the ages of 18 and 21 in the
state's prisons can not exceed the state average elementary cost per
pupil, as determined by the state board of education for the preceding
year. That limit of liability for 1990 was $3,898.

Currently there are 74 individuals within the men's prison who are
eligible for participation in educational programs. Of that number 38
are active in educational programs. ©Prison officials estimate the
number of educationally handicapped at 19 with six of those in active
programs (the remaining 13 have chosen not to be involved in
educational programs). According to prison officials local school
districts have not been asked and have not assumed financial
responsibility for any of the six individuals.

Officials at the women's prison indicated that at this time there are
no educationally handicapped persons in their programs.

Additionally, we note two concerns. First, neither the men's nor
women's prisons have approved special education programs in place.
Second, state law makes no mention of educationally handicapped persons
in county correctional facilities. It is unclear if this oversight
relieves local school districts of all responsibility for inmates in
these facilities who are educationally handicapped or simply does not
confer the 1limits of 1liability on school districts that they have
regarding educationally handicapped in state prisons.
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PIACEMENT (Continued)

OBSERVATION 5: IACK OF PROCEDURES TO INSURE PROGRAMS IN PRISONS

The Department of Education does not appear to have procedures in place
that insure, to the maximum extent possible, educationally handicapped
persons between the ages of 18 and 21 years, including individuals with
developmental disabilities, in state prisons and other correctional
facilities, are receiving a free and appropriate public education
according to the requirements of federal and state laws and
regulations.

RECOMMENDATTON:

The Department of Education should develop with corrections officials a
process to monitor all correctional facilities in the state to ensure,
where appropriate, that the state and local school districts fulfill
their respective responsibilities to educationally handicapped
individuals in those facilities.

AUDITEE RESPONSE: (NHSDE - Bureau for Special Education Services)

The Department of Education assigned one curriculum supervisor to
monitor the state prison population through contact with the state
prison director of education. Procedures are in place that enable the
Department of Education professional to receive information requests
from the state prison director of education regarding specific prison
residents. SPEDIS 1is accessed to determine 1if individuals have
previously been identified as educationally handicapped and, if so, in
which district. Requests for information are processed promptly, and
local education agencies are notified when a prison resident 1is
determined eligible for special education or special education and
educationally related services for which the local education agency is
responsible.

PLANNING AND MANAGFMENT

Planning and management functions for special education on the state
level are provided by the Department of Education. State executive
departments organized or reorganized after 1983 must comply with the
Executive Branch Organization Act (RSA 21-G) and with enabling
legislation enacted specifically for each department. The legislature
reorganized the Department of Education in 1986 (RSA 21-N).

The organization of state government should assure efficient, effective
and responsive administration of the policies established by the
legislature. It is the goal of reorganization to improve the
coordination and management of state services by establishing clear
lines of authority, responsibility and accountability for program
implementation within the executive branch.
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The Department of Education has the dual role of providing regulatory
direction and instructional assistance to public elementary and
secondary schools. To assist the department and the commissioner in
fulfilling those roles, the legislature established the Division of
Instructional Services within the department. The division is
responsible for administering the provisions of RSA 186-C relative to
special education.

RSA 186-C is a comprehensive statute governing special education
programs and activities in New Hampshire. RSA 186-C established the
Bureau for Special Education Services and placed it in the division.
The statute envisioned the duties of the special education bureau would
be fully coordinated and integrated with the department's general
curriculum and instruction activities. Further, the law contemplated a
comprehensive approach to special education planning and management.

COMPREHENSTVE SIX YFAR SPECTAL, EDUCATTON PTAN

RSA 186-C:4 requires the department to publish a comprehensive six year
plan for special education. The comprehensive plan is to include a
statistical analysis of statewide needs and trends for the education of
disabled students; long-term goals and short-term objectives for
special education in New Hampshire and a projection of how department
programs and operations were expected to effect those goals and
objectives; a statement of quantifiable performance measures for
special education programs; a statement of department informational
needs and the degree to which current data bases and information
systems met those needs; and an action plan summarizing the programs,
strategies, and methods which the department planned to wuse in
achieving its goals and objectives.

Planning can be an effective management tool. A comprehensive six year
special education plan along with periodic revisions would provide
significant information needed by the department and local school
districts. Effective special education planning and management on the
state level can greatly facilitate planning and management on the local
level.

We asked local special education administrators several dquestions
related to informational needs required to be addressed in the
comprehensive plan. We reasoned that those critical planning and
informational needs might have been met informally in spite of the lack
of a formal, comprehensive planning mandate. In our survey, 42 out of
70 special education administrators (60%) indicated that the department
had not done enough to provide adequate information to them about
state-wide, regional and national special education issues and trends.
Sixty-eight out of 74 (92%) thought the department should provide more
of this information. The following summarizes special education
administrators' reactions to other statements regarding planning and
information needs assessment:
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e 84% thought the department needed to do more in assessing the
needs of school districts for assistance in carrying out their
special education responsibilities;

e 82% said the department needed to do more to identify cost
effective alternative special education programs for local school
districts;

e 83% indicated the department needed to focus more resources on
special education students requiring extensive services.

OBSERVATION 6: IACK OF COMPREHENSIVE PLIAN FOR SPECTAL: EDUCATTON

The Department of Education has not published a written comprehensive
six year plan for the education of handicapped students. RSA 186-C:4
required the department to publish such a plan by October 1, 1987. The
department is also required to revise the plan every two years.

RECOMMENDATTON:

The department should develop and implement a written comprehensive six
year plan for the education of handicapped students in New Hampshire as
required by law. This plan should be revised every two years. In
developing and revising the plan the department should consult with
local school district special education administrators and teachers,
related state agencies including the Department of Health and Human
Services, and other members of the state's educational community
including the UNH Institute on Disability. Such consultation should be
to the extent deemed advisable by the department.

AUDITEE RESPONSE: (NHSDE - Bureau for Special Education Services)

The provisions of this section have not been met. The effort was
started. The Bureau for Special Education Services completed a draft
of a six-year plan taking into consideration the development of a
database and regional special education service centers. This report
was presented in its draft form to the superintendents of schools, who
indicated that they were not comfortable with the accuracy of the
detail as retrieved from the MS-25. The Commissioner of Education
requested that the superintendents establish a working committee of
superintendents to correct any data problems reported on the MS-25.
During the review process, the draft report was put on "hold" pending
further efforts to identify specific changes required in reporting
information from local school districts as required by the plan. Thus,
while initial steps were taken to comply the department has been
negligent in fulfilling the intent of the legislation. We have
reactivated this draft report and will proceed to its final development
and implementation.
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PLANNING AND MANAGEMENT (Comntirnued)

MANAGEMENT INFORMATTION SYSTEM

Our review of the department's special education management information
system focused primarily on two distinct systems. One was the Annual
Financial Report (Form MS-25) maintained by the Bureau of Data
Processing and Statistical Services in the Office of the Deputy
Commissioner. The other was the department's computerized special
education information system (SPEDIS) maintained by the Bureau for
Special Education Services in the Division of Instructional Services.

The Ilegislature has stated that it "recognizes the importance of
uniform, timely, and accurate information for future policy and
decision making about special education in New Hampshire" (NH Laws
1985, Chapter 269:7 (I)). Furthermore, the Special Education
Management Information Task Force in 1986 found, "There is a need for
additional information to determine the relative costs of special
education services. Cost data is essential to local planning and
budgeting, to resource allocation at the state level and to setting
policy on special education services."

ANNUAL FINANCTIAL REPORTS (FORM MS-25)

The most readily available financial information on local school
district special education services in New Hampshire is found in the
Annual Financial Report (MS-25). Every local school district is
required to report on the MS-25 by September 1 of each year detailed
financial information on assets and liabilities, revenues, and
expenditures for each fund maintained by the district. After all
school districts have reported, the Bureau of Data Processing and
Statistical Services manually calculates and reports total expenditures
on a state-wide basis.

Financial information regarding special education expenditures reported
to the Department of Education by local school districts on the MS-25
is described by department personnel as being of questionable accuracy.
The department has also indicated to us that school superintendents are
not comfortable with the accuracy of special education financial
information obtained from the MS-25.

Special education financial information on the MS-25 is found in two
places. First, the report contains Statements of Expenditures with
data on instructional costs for special education programs for
elementary schools, middle/junior high schools, and high schools.
Second, it contains a Supplementary Expenditure Information schedule
upon which aggregate, lump-sum expenditures for unspecified special
education services are given for elementary schools, middle/junior high
schools, and high schools. The problem with the MS-25 is that those
special education expenditures on the Supplementary Expenditure
Information schedule can not be completely reconciled with special
education expenditures on the Statements of Expenditures.
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The magnitude of the problem with data reported by local school
districts on the MS-25 is shown in the table below. We compared
special education financial information reported in aggregate from the
MS-25 Supplementary Expenditure Information schedule with financial
information we calculated for the FINANCIAL, AND PROGRAM INFORMATTON
section of this report (refer to page 55). Our comparison indicates a
substantial difference between total special education expenditures
reported by local school districts on the Supplementary Expenditure
Information schedule and our calculations of total special education
expenditures computed by using a combination of student enrollment data
and data from other schedules in the MS-25. By using the Supplemental
Expenditure Information schedule, the department and local school
districts are inadvertently understating total special education
experditures by as much as 32% annually.

TOTAL SPECIAL EDUCATION EXPENDITURES

COMPARISON OF LBA AND DOE TOTALS

(in millions)

@
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1983 | 1984 | 1985 | 1986

E.H. $ (DOE)| 41.2
E.H. $ (LBA) | 57.1

63.1 79.8 90.9 103 116
85.4 99.5 119 144 163

47.9 49.8
64.6 73.4

Fiscal Years

B cu 4 (poE) E.H. $ (LBA)

E.H. = Educationally Handicapped
Source: LBA calculation based on
NHSDE MS-25

According to the Department of Education, information from the MS-25 is
used by the department and the Department of Revenue Administration in
reports to the State Board of Education, the New Hampshire Iegislature,
and the United States Department of Education.

Effective management of govermment programs and activities presupposes
access to and control of relevant and reliable financial information.
Reliable financial and program information is essential to state and
local planning, management and budgeting, including the development of
cost benchmarks against which to compare program results. Development
of such cost benchmarks from reliable financial information is a
necessity if the goal of adequately measuring the efficiency and
effectiveness of special education services is to be achieved.

75



This need for the financial information necessary to develop cost
benchmarks was borne out in our survey. Forty-three out of 57
respondents (75%) thought the department had not adequately developed
special education cost benchmarks for use by school districts in
measuring the efficiency and effectiveness of their own programs.
Conversely, 52 out of 66 (79%) thought the department should do more in
this regard.

OBSERVATION 7: INACCURACY OF SPECIAL EDUCATION INFORMATION REPORTED
ON FORM MS-25

The Department of Education can not assure the accuracy of special
education financial information reported by local school districts on
the MS-25 and as a result reports, based on this information and going
to other govermmental agencies, may be substantially underestimating
special education expenditures.

RECOMMENDATTION:

The department should establish procedures to provide for the
collection and maintenance of relevant, reliable and adequate financial
information on local school district special education services. The
department may also wish to consider whether or not such financial
information could effectively and efficiently be maintained as a part
of an improved SPEDIS or other computerized departmental management
information system.

AUDITEE RESPONSE: (NHSDE - Bureau for Special Education Services)

The MS-25, together with instructions for completion, was designed to
comply with a federal mandate to report expenditures by states in a
"comparable and timely manner." Special Education costs in this
context may be compiled by using certain options of proration. RSA
186—C:3-a(11) (d) does require subject to available funding developing
cost and service level benchmarks in special education. The department
does not have the financial resources in terms of additional staff to
support these objectives. Any need initiative to acquire the necessary
information would put an additional burden on school district staff.
Proposals have been discussed with superintendents.

SPEDIS

SPEDIS was designed to provide data processing capability for meeting
the administrative reporting requirements of PL 94-142; generating
child counts; distributing federal funds; and, monitoring the
evaluation, classification, and placement of educationally handicapped
students in accordance with the reguirements of PL 94-142 and RSA
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PLANNING AND MANAGEMENT (Continued)

186-C. It is described by the department as a tool designed to assist
state and local school district personnel monitor compliance, locate
programs locally and state-wide which meet students' special needs,
plan for future programs, and predict costs.

The SPEDIS data base is located at and maintained by the UNH Research
Computing Center. The annual cost to the department for maintaining
SPEDIS is approximately $39,000. Local school districts can access the
system directly via telephone line to input data on individual special
education students and receive a variety of reports and information on
special education students and programs.

SPEDIS was not designed for and does not contain a number of important
management information data bases. For example, it does not contain
comprehensive financial information on local special education programs
nor does it contain information regarding certification of special
education personnel. Additionally, SPEDIS is not capable of tracking
information on either complaints or impartial due process hearings; nor
can it provide information regarding the status of corrective actions
required by the department for its approved district and non-district
special education programs. All of the above information, which we
consider vital for effective special education planning and management,
is either not readily available to the department or is maintained in
numerous, less efficient manual filing systems.

An effective management information system must allow program managers
the ability to compile, coordinate, process and analyze a wide variety
of program and client service data as efficiently and effectively as
possible.

OBSERVATTION 8: SPEDIS CONSTRAINTS (Management Information System)

While it is widely recognized that SPEDIS provides the Department of
Education and local school districts with important program information
on a regular basis for federal compliance reporting purposes, the
report generating capability of SPEDIS is very inflexible and it is
incapable of providing financial, personnel, complaints and due
process, program approval, monltornng and corrective actions, or other
important management information in a timely, reliable, comprehensive
and cost-effective manner.

RECOMMENDATTON :

The department should give serious consideration to whether or not
SPEDIS should be redesigned, upgraded or merged with other department
data systems to provide needed financial, personnel, complaints and due
process, program approval, monltorlng and corrective actions, and other
important management information in a timely, reliable, comprehensive
and cost-effective manner.
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RECOMMENDATTON (Continued) :

Any consideration of the redesign or upgrading of SPEDIS should take
into account computer hardware and software advances made in the 15
years since SPEDIS first came on-line in New Hampshire. Efforts in this
area should also examine system security, user needs, data reliability
and data audit issues, cross-training of personnel and integration with
other department information systems as well as other issues raised by
the legislature and its 1986 Task Force discussed above.

AUDITEE RESPONSE: (NHSDE - Bureau for Special Education Services)

SPEDIS was created to be the core component for monitoring the
implementation of Public Law 94-142 within the state of New Hampshire.
It was designed to be in compliance with federal regulations and is
federally funded. Therefore, it has as its priority to generate
federally required reports and data. The key word in this statement
appears to be the work "needed". SPEDIS does what it was intended to
do, and it does it very well and in a cost-effective manner. The
Department has never inferred that SPEDIS is all things to all people.
Additional resources for data management have been requested from the
Legislature, but, to date, no state funds have been appropriated for
special education data needs. The SPEDIS system does have the
capability of responding to unique needs that exceed basic
requirements. The time involved in generating the reports requested by
the auditor required a total of 40 hours of computer time, in addition
to the time spent by the programmer. The Bureau asked the auditor if
his data reports could be run at night and on weekends on a schedule
that would not disrupt the Bureau's routine work. The auditor agreed
to the Bureau's request, the result being the reports were run and
delivered within the agreed time frame.

It is certainly true that any system that has been in place for 15
years could be redesigned and upgraded, given available resources. In
reference to the 1986 report, SPEDIS is currently funded totally with
limited federal dollars. To accomplish what is recommended the system
would have to be redesigned. The department would welcome an
allocation of state funds for that purpose.

78



PLANNING AND MANAGEMENT (Contirued)

DEPARTMENT OF EDUCATION AUDITING PROGRAM

Department of Education Standards require the Office of Business
Management to perform financial audits of all state and federal funds
allocated by it to any local school district or other public or private
agency. The Standards provide that such audits are to be performed
within available resources.

Further, state law (RSA 21-N:4) requires the Audit and Monitoring Unit
in the Commissioner's Office to supply reports containing analysis,
appraisals, comments, and recommendations relating to the accuracy and
competence of accounting, financial, and management procedures in use.

The internal auditor in the Office of the Commissioner reviews audits
required by the federal Single Audit Act of 1984 as performed by
independent public accounting firms for local school districts; but
these limited reviews are the extent of auditing performed by the
department.

Auditing is an integral element of governmental accountability.
Department management has the responsibility to create an environment
within which the controls necessary to ensure accountability exist.
This management control requires an effective program for auditing
state and federal funds allocated to any public and private agency
(approximately $21 million annually) regardless of the manner in which
available resources need to be reallocated within the department and
regardless of the amount and source of funds allocated.

OBSERVATTON 9: INSUFFICIENT AUDIT EFFORTS OF IOCAL SCHOOL DISTRICTS

The Department of Education has not adequately fulfilled its
responsibilities, under either its own Standards or state statute, to
perform audits of federal and state special education funds allocated
to local school districts.

RECOMMENDATTON:

The department should develop cost-effective auditing programs as
envisioned by its own Standards and state statute. These programs
should allow the department to carry out its responsibilities to audit
all state and federal special education funds and programs in
accordance with generally accepted govermmental auditing standards.

AUDITEE RESPONSE: (NHSDE - Bureau for Special Education Services)

The Audit and Monitoring Section does not and has not done performance
audits. Audits are technical accounting inspections (TAI) which are
financial reviews. When performing a TAI, the internal auditor
randomly selects from federally funded projects. This is based on
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AUDITEE RESPONSE (Contimued): (NHSDE - Bureau for Special Education
Services)

department past practice. If time permits and requested by the
commissioner, the internal auditor could select sample districts and do
a TAT limited to special education projects. It must be noted,
however, that the internal auditor is funded by various federal
accounts and special education is limited to less than 18%.

In the past two bienniums the Department has asked for a state funded
auditor. These requests did not make it through the administrative
budget process. We will make this request again in the next biennial
budget process.

COORDINATTION AND INTEGRATION BY DIVISION OF INSTRUCTTONAL, SERVICES

The Division of Instructional Services is made up of the following
bureaus and offices: Instructional Services for Elementary/Secondary
Education, Vocational Technical Education Services, Compensatory
Fducation, Services for the Gifted and Talented, Alcohol and Drug
Education Services, Adult Basic Education Services, and Special
Education Services. As the division's organizational structure
suggests, it is organized to provide technical assistance to local
school districts on elementary and secondary curriculum matters and is
also responsible for administering the special education law.

The division's organization offers certain structural advantages and
opportunities to integrate more fully technical assistance for special
education curriculum development and vocational education into general
curriculum and instruction activities. However, discussions with
department officials indicate that much remains to be done to take full
advantage of those opportunities. All too often in the past special
education operated without full cooperation, coordination and
leadership from other activities in the division.

This idea was reflected in part in our special education survey. Forty-
three respondents out of 68 (63%) told us that overall, the department
does not do a good job providing leadership to local school districts
in special education. Our survey also contained several related
statements on the subject of the department's special education
technical assistance programs. Forty respondents out of 74 (54%)
thought the department did not provide adequate overall technical
assistance to school districts to enable them to meet their special
education responsibilities under state and federal laws.
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PLANNING AND MANAGEMENT (Continued)

The following is a summary of other similar statements on specific

areas in which the department offers special education technical
assistance and curriculum guidance:

TYPE OF TECHNICAL % AGREEING THAT
ASSTSTANCE PROVIDED ASSTSTANCE WAS ADEQUATE
Severely/profoundly handicapped 41%
P.L. 142 and SPEDIS 50%
Program approval and monitoring 47%
Early childhood education 54%
Complaint Investigation 50%
Catastrophic aid 38%
Infants and toddlers 35%

Strong leadership from department and division management in
integrating special education technical assistance services and
activities into the mainstream with other technical assistance services
and activities within the division could make it easier to cause the
same type of integration of those activities in local school districts
with the result that more students with developmental disabilities

would be placed in the least restrictive enviromment (refer to our
observation on page 64).

OBSERVATION 10: TIACK OF COORDINATION IN INSTRUCTIONAL SERVICES

The Department of Education has not assured that special education
services are fully coordinated and integrated with general curriculum
and instruction within the Division of Instructional Services as
required by RSA 21-N:6 (II) and RSA 186-C:3 (I).

RECOMMENDATION:

The department should provide the necessary leadership to assure that
special education programs and technical assistance services are fully
coordinated and integrated within the general curriculum and
instruction activities of the Division of Instructional Services.
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AUDITEE RESPONSE: (NHSDE - Bureau for Special Education Services)

We agree that every attempt should be made to build cooperative
relationships between special education programs and regular education.
The department, however, has a dual responsibility to requlate as well
as provide technical assistance.

RESEARCH AND DEMONSTRATTON UNIT

RSA 186-C:3 (II) requires the Department of Education to have a
Research and Demonstration Unit within the Bureau for Special Education
Services. While the law allows the Research and Demonstration Unit to
study critical issues and problems and develop and propose solutions to
the problems "subject to available funding," the law does not allow the
department to choose not to include a Research and Demonstration Unit
within the Bureau for Special Education Services.

The legislature directed the Special Education Bureau to include a
research and demonstration unit. The unit was to serve as a focal
point for the study of critical special education issues and problems.

Currently, the bureau is involved with several outside consultants and
organizations in the study of various issues critical to special
education. These include the AGH, Inc. demonstration projects for the
severely/profoundly developmentally disabled in Salem and Wolfeboro and
the Statewide Systems Change Project at the UNH Institute on
Disability. However, we find no mechanism within the bureau, such as a
research and demonstration unit, to coordinate, publish, disseminate
and apply, on a statewide basis, information obtained from those and
other successful studies and activities to local school districts in a
manner envisioned by the legislature.

Our survey contained two statements related to the subject of research
and demonstration. Thirty-one out of 59 respondents (53%) did not
think the department had developed, implemented and evaluated adequate
state-wide special education demonstration programs, while 52 out of 69
(75%) thought the department should do more with regard to
demonstration programs.

OBSERVATTION 11: TIACK OF RESFARCH AND DEMONSTRATTON UNIT
The Department of Education does not have a Research and Demonstration

Unit within the Bureau for Special Education Services as required by
RSA 186-C:3(II).
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PLANNING AND MANAGFMENT (Cantimued)

RECOMMENDATTON:

The department should either set up a research and demonstration unit
within the Bureau for Special Education Services as directed by the
legislature or seek repeal of the law requiring such a unit.

AUDITEE RESPONSE: (NHSDE - Bureau for Special Education Services)

The Bureau for Special Education Services has requested personnel and
financial resources to establish a Research and Demonstration Unit
during previous biennial budget requests. These requests did not make
it through the administrative budget process. In recent years the
Commissioner's office has not approved the Bureau's request for funding
this item due to its cost and previous rejections 1in the budget
process. The department will include this request in all future budget
recommendations.

COMPLAINTS, DUE PROCESS HEARINGS AND GRIEVANCE PROCEDURES

The Department of Education has three separate procedures in place for
parties aggrieved by actions taken regarding special education
services. The three procedures involve the filing of a complaint when
violations of regulations in the delivery of services are alleged; the
request for an impartial due process hearing when disagreements
regarding evaluations, determinations of educationally handicapping
conditions, programming and placement are at issue; and the procedure
for filing a grievance when a party to a dispute wishes to involve the
State Board of Education. The complaint process is handled directly by
the Bureau for Special Education Services. The impartial due process
hearing and grievance procedures are handled by the Office of the
Commissioner.

Regulatory dispute resolution mechanisms should be reasonably easy to
access, simple to understand, clear in explaining any applicable
sanctions, and provide all parties involved speedy and appropriate due
process at the lowest possible administrative level avoiding, wherever
possible, the filing of Ilengthy, costly, and unnecessary lawsuits.
With the department's three separate procedures as outlined in the
Standards, it is not always clear what procedure to apply in any given
situation, what individual or office should handle the issues involved,
or whether or not any one procedure provides a remedy exclusive of the
other two.
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PLANNING AND MANAGEMENT (Contimued)

COMPLATNT PROCEDURES

Under the department's Standards, special education complaints are to
be resolved within 60 days (90 days under limited circumstances). Any
party to a dispute may file a complaint, although usually only parents
use the complaint process. Complaints are filed with the Bureau for
Special Education Services. The bureau can investigate and, if it
finds that the complaint has merit, it can issue orders of compliance.
These orders can be backed up by any one of several enforcement
actions. The party subject to the orders can appeal, pursuant to the
state's administrative procedures act (RSA 541-A), to state Supreme
Court. Because the complaints process is authorized and required under
the federal Education Department General Administrative Regulations
(EDGAR) , a party can also appeal to the U.S. Secretary of Education.

We reviewed all department special education complaint files between
1984 and 1990. During that time the average time for complaint
resolution was 181 days. As shown in the table below, the year with
the longest average time for complaint resolution was 1985 at 370 days,
while the shortest average time was 33 days in 1990.

In at least 14 cases during the seven year period parties used the
complaint procedure to its conclusion only to be told that they would

have to start over and use the impartial due process hearing procedure
in order to have the dispute effectively resolved.

COMPLAINT PROCESS
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PLANNING AND MANAGFMENT (Contirnmed)

IMPARTTAL DUE PROCESS HEARTNGS PROCEDURES

According to the Standards, impartial due process hearing requests are
to be resolved within 45 days. However, the period can be, and most
often is, extended by mutual consent of the parties. Either party to
the dispute can use the impartial due process hearing procedures. A
formal hearing is held where evidence is presented and testimony taken.
The written decision of the hearing officer is binding upon the
parties; however, it can be appealed either to the state Superior Court
or to federal court. The impartial due process hearing procedure is
authorized by both New Hampshire law (RSA 21-N, RSA 541-A) and federal
law (20 USC § 1415).

As shown in the table below between 1984 and 1990 the average time for
resolution of impartial due process hearing requests, counting from
initiation to decision, was 161 days. During the period 23 of the 190
disputes (12%) culminating in a decision were identified as ones
involving a child with a developmental disability. In those 23 cases,
parents prevailed 11 times, the school district 11 times and one was a
split decision. Also of interest is the fact that parents won 10 of
the 19 hearings they initiated (53%), while school districts won 3 out
of the 4 they initiated (75%).

DUE PROCESS HEARINGS
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We also loocked at the combined total of complaints and impartial due
process hearings for the seven year period 1984 to 1990. As shown in
the table on the following page, the combined total number of disputes
grew from 55 in 1984 to 93 in 1990, an increase of 69%. Controlling for
the population growth, the increase went from 3.49 disputes per 1000 to
4.73 disputes per 1000 educationally handicapped children, an increase
of 36%.
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PLANNING AND MANAGFMENT (Comtinued)

TOTAL OF COMPLAINTS & DUE PROCESS
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Our survey contained several statements regarding complaints and due
process hearings. The following summarizes how special education
administrators responded:

e 56% agreed the department handles special education complaints
promptly, 20% disagreed and 24% had no opinion;

e 56% agreed the department handles special education complaints in
a fair and evenly balance manner, 17% disagreed and 27% had no
opinion; :

e 23% agreed the impartial due process hearing procedure resolves
appropriate disputes within a reasonable time, 53% disagreed and
24% had no opinion);

e 25% agreed impartial due process hearings officers generally

carry out their duties in a fair and balanced manner, 46%
disagreed and 29% had no opinion.

GRTEVANCE PROCEDURE

The department's grievance procedure outlined in the Standards has been
rarely used to resolve special education disputes. 1In fact in our
review and in discussions with department staff, we found nothing to
indicate it had ever been used. However, the grievance procedure is
another possible avenue for the resolution of special education
disputes.
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It appears that any party to a dispute may use the grievance procedure.
The Commissioner of Education handles the grievance at the first level.
A party unhappy with the commissioner's decision can appeal to the
State Board of Education. The board makes the final administrative
decision which can be appealed to state Supreme Court.

THE CASE OF TIMOTHY W.

The case of Timothy W. v. Rochester School District illustrates the
problems and frustrations that can result from attempts to use the
department's dispute resolution mechanisms (use of this case is for
discussion purposes only and should not be interpreted to suggest that
we agree or disagree with its result). The case took nine years to
resolve and involved Department of Education officials and procedures
on at least three separate occasions.

Timothy was (and is) a developmentally disabled person who is multiply
handicapped and profoundly mentally retarded. When he became of school
age the school district decided after much, and sometimes conflicting,
testimony that Timothy was not educationally handicapped because his
handicap was so severe he was not "capable of benefitting" from an
education. According to the school district, he was not entitled to a
free and appropriate public education.

Timothy's case began in 1980 when the school district found the four
year old was not entitled to an education. The case wound along the
following lengthy and at times somewhat tortured procedural path:

e 1982 - the department, acting on a complaint, disallowed the
school district's "capable of benefitting" test;

e 1984 - eight year old Timothy filed a request for placement with
the department and the department issued orders of compliance
directing the school district to place Timothy, within five days,
in an educational program (Emphasis Added); the school district
appealed the department's order and again ruled Timothy not
eligible for special education; Timothy filed a lawsuit in
federal court;

e 1985 - court ruled nine year old Timothy had not exhausted his
administrative remedies;

e 1986 - ten year old Timothy again requested a school district
special education program and again the school district refused;

e 1987 - court again found that Timothy, now eleven years old, had
still not exhausted his state administrative remedies; the
department ruled that child's capacity to benefit not a
permissible standard for determining eligibility and that school
district must provide an education to Timothy; the school
district appealed the department's ruling;
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PLANNING AND MANAGEMENT (Contirnued)

e 1988 - the school district and twelve year old Timothy both asked
the court to rule in their favor; the court ruled for school
district by finding child's ability to benefit can be the
standard applied in order for a handicapped child to qualify for
education;

In 1989 a federal appellate court reversed the lower court's ruling and
remanded the case for implementation of a suitable individualized
education plan and determination of damages. The school district
appealed to the United States Supreme Court which recently refused to
hear the case, thereby letting stand the appellate court's decision.

It is ironic and worth noting that the Department of Education in May
1982 and again in September 1987 came to the same conclusion that the
federal appellate court eventually did years later -- a child with
developmental disabilities is handicapped within the meaning of both
the federal and state laws (Education for All Handicapped Children Act,
20 USC §§ 1400 et seq. as amended and RSA 186-C) and is eligible
without further recourse to receive a free appropriate education.

A most unfortunate consequence in Timothy's case was that it took nine
years to decide. The very issue that started out as a complaint filed
with the department found its way back to the department five years
later in an impartial due process hearing. In the meantime both the
child and the school district spent large sums of money and time on an
issue that should have been resolved at the department level.

OBSERVATION 12: COMPLEXITY OF DISPUTE RESOIUTTION MECHANISMS

Department of Education regulations regarding complaints, impartial due
process hearing procedures and grievances are unnecessarily confusing,

time-consuming and complex.

RECOMMENDATTON:

The department should revise its Standards to provide for a special
education administrative dispute resolution mechanism that is concise
in language, impartial in application, and affords timely due process
to all parties involved. The revision, while recognizing federal
regulatory concerns, should be consistent with the intent of state laws
regarding administrative procedures and executive reorganization.

If deemed appropriate by the department any new special education
complaint and due process procedures should be administratively
attached to the Office of the Commissioner and the data generated
through use of the procedures should be part of the department's
management information system (refer to our observation on page 77).
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PLANNING AND MANAGEMENT (Continued)

AUDITEE RESPONSE: (NHSDE)

While the several functions might be assigned to a single compliance
office, the development of a single mechanism would be highly
impractical, if not impossible. Each is a distinct dispute resolution
procedure; two are required by different federal regulations.

Complaints address failure of a school district to follow regulated
procedures and apply to a variety of federally supported programs. The
majority, if not all, complaints filed address problems encountered in
special education, and for this reason, management of complaints has
been placed in the Bureau for Special Education Services. Complaints
involve Department of Education staff investigation, and orders may be
issued administratively to bring a district into compliance. Appeals
of complaint findings may be addressed through the administrative
grievance procedure.

Due process hearings are formal procedures and involve disagreements
between parents and a school district regarding the identification,
evaluation, classification, or programming of a student. Due process
appeals cannot be managed as routine administrative complaints. In
fact, due process must be an independent function, and the Department
is prohibited from any intervention. If there is disagreement with the
outcome of a due process hearing, the aggrieved party must initiate a
court appeal if a reversal 1is sought. Additionally, while a due
process hearing officer may consider complaints of procedural
violations, it would be excessively costly and an inappropriate form to
use solely for that purpose. Appeals of hearing officers findings may
be appealed to the appropriate court.

PROGRAM APPROVAL, MONTTORING AND ENFORCEMENT

The Department of Education has the dual responsibilities of providing
regulatory direction and instructional assistance to local school
districts and is required to balance those dual roles so that they are
given equal consideration. The department is further required to
establish credible processes for measuring, rating, monitoring and
approving special education programs pursuant to its Standards.

Two of the ways the department has chosen to provide regulatory
direction in special education is through the program approval and
monitoring processes provided for in the Standards. Those processes
are backed up by the department's ability to enforce its Standards by
requiring corrective action plans or applying available sanctions.

PROGRAM APPROVAL

The program approval process begins when a local school district
submits a written special education plan to the department. The
purpose of a local school district's special education plan is to
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PROGRAM APPROVAL, MONTTORING AND ENFORCEMENT (Continued)

detail how the district intends to comply with federal and state
special education program requirements. School districts not having an
approved plan are not eligible for state or federal special education
funds. A special education plan must include at least 11 written
policies and procedures as defined in the Standards. Several of the
more important plan elements are as follows:

e child find policies and procedures insuring handicapped children
in the district are located and served as appropriate;

e a detailed description of special education facilities, personnel
and services;

e policies and procedures insuring procedural safeguards are in
place;

e pupil evaluation and placement policies and procedures;

e policies and procedures on evaluating the school district's
program.

We randomly selected files from ten school administrative units (SAUs)
and reviewed their special education plans. SAUs submitted those plans
to the department during the period 1980 to 1990. The Standards
require local school districts, not SAUs, to submit a special education
plan, however, according to department personnel SAUs submitted only
plans that had been previously approved by their constituent local
school districts. A total of 25 files were reviewed. Of those 25, we
identified 11 (44%) which had special education plans clearly
containing all elements required by the Standards. 1In the other 14
files (56%), 4 (16%) contained no plan, 5 (20%) an incomplete plan, or
in 5 files (20%) it was unclear as to whether or not all required
components were present.

In our survey, 58 out of 70 respondents (83%) thought the department
should develop a model local special education plan format for use by
local school districts (in a related matter, 56 out of 71 (79%) thought
the department should develop a model IEP format).

PROGRAM MONTTORTNG

In addition to initially approving a school district's special
education plan, department Standards require periodic, on-site, visits
to the districts to monitor implementation of the plan and compliance
with the Standards and federal regulations (no attempt is made in on-
site monitoring visits to measure special education program outcomes).
Committees made up of special education teachers and administrators
conduct on-site monitoring visits typically lasting two to three days.
A private, non-profit company under contract to the department
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PROGRAM APPROVAL, MONITORING AND ENFORCEMENT (Contimued)

coordinates the on-site monitoring visits, provides some training to
committee members, schedules the visits, manages the flow of paper work
and prepares a draft report of the visit including any findings.

After the on-site visit, the draft report, complete with commendations,
findings and corrective action plan is forwarded to the SAU for its
comments. After reviewing the draft report along with the SAU
comments, if any, the department, through the commissioner, notifies
the SAU superintendent of its decision. The department may either
grant unconditional approval of the local school district special
education plan for a full three year period, may give conditional
approval under certain circumstances or for a shorter term, or may deny
plan approval.

In our review of the 25 monitoring visits to the ten SAUs, we noted a
total of 597 findings assessed against the school districts. Of those
findings, 462 (77%) dealt directly with the issue of a free and
appropriate public education in such areas as evaluation and
determination (32%), IEP (31%) and placement (15%). The range of
findings per visit was four to 45. The average was 25 findings per
visit.

In an effort to determine if, as many suggested, "things are a lot
better than they used to be," we subdivided the period 1980 to 1990
into three parts, an early part (1980 to 1983), a middle (1984 to 1987)
and a late part (1988 to 1990). Our conclusion (summarized in the
table below) is that there has been no appreciable change over time in
the number of findings related to compliance with provisions of a free
and appropriate education.

Comparison of Major Findings
Per Special Education
On-Site Monitoring Visit

(1980 - 1990)
NUMBER OF FINDINGS 1980-1983 1984-1987 1988-1990
AVERAGE 23 31 23
MEDIAN 26 37 18
RANGE 4-39 9-43 5-45

We also checked each of the 25 files for compliance with findings from
the previous on-site. We found that SAUs in five files (20%) had
completed corrective actions from the previous on-site visit and in 15
files (60%) had not completed corrective actions. In four files (16%)
the status of corrective actions could not be determined. While in one
file no corrective actions had been required.
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In all 25 cases reviewed we noted letters of unconditional approval
from the Commissioner of Education to SAU school superintendents.
However, in six letters the period of approval was for less than the
full three years (four were for two years, two for one year). It is
unclear from reading the files and the letters of approval whether or
not these shorter approval periods have any meaning other than less
time between on-site visits.

ENFORCEMENT

Department of Education Standards provide for the application of
enforcement procedures subsequent to decisions resulting from on-site
monitoring, complaints, and impartial hearings processes. The
department's regulations outline a procedure whereby, after "orders of
compliance" have been ignored, one or more of the following enforcement
actions may be taken:

e withhold payment of state or federal funds;

e require repayment of any misspent or misapplied state or federal
funds;

e issue public sanctions;
e refer the case to the attorney general for further action;

e in the case of a private facility, order all local school
districts to withdraw their students.

Throughout our review of special education files relating to
complaints, impartial due process hearings, special education plan
approval and on-site monitoring, we found no evidence that the
department has applied any of the five specific enforcement procedures
outlined in the Standards. Indeed, our review of files and interviews
with department personnel and others indicates that the department has
no objective criteria for when any of the enforcement sanctions will be
used or the order in which they might be applied to any given
situation.

OBSERVATTON 13: PROGRAM APPROVAL, MONTTORING & ENFORCEMENT OF SPECIAL
EDUCATTON PROGRAMS

The Department of Education may not be exercising its general
supervisory authority over local school districts in a manner that
ensures compliance with special education Standards. While performing
our review of files of special education complaints, impartial due
process hearings, local school district special education plans and
plan approvals and on-site monitoring visits, we observed that the
department does not have established policies and procedures to ensure
that deficiencies noted within a local school district special
education program are corrected.
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RECOMMENDATTON:

The department should review its special education Standards regarding
special education plan approval, on-site monitoring and enforcement
processes. The review should give strong consideration to a more
credible implementation of procedures for approving and monitoring
special education programs and of enforcement measures to be taken when
local school districts fail to adhere to the Standards. The review
should balance local control with the state's need to apply
professionally recognized and legally enforceable standards that
appropriately and adequately measure both program compliance and
program outcomes.

We further recommend that when the department undertakes the necessary
review, the Commissioner consider whether or not it is appropriate for
the Bureau for Special Education Services +to have the dual
responsibilities for regulatory enforcement and technical assistance
for special education programs.

AUDITEE RESPONSE: (NHSDE - Bureau for Special Education Services)

The Department of Education has been monitoring special education
programs at the local school district level since 1975. Throughout
this period, the school districts have made significant progress in
meeting the needs of handicapped children.

The department has worked cooperatively with school districts to assist
them in meeting their obligations as specified in RSA 186—C and New
Hampshire Standards for the Fducation of Handicapped Students. If the
department 1is to increase its enforcement capacity and begin to
withhold funds, force repayment of funds, create public sanctions
against school districts, refer education issues to the Office of the
Attorney General for prosecution, and cause the removal of children
from local school district control, it will be necessary to provide
additional resources to enable these expanded responsibilities to be
executed. In this context, the department will review the bureau's
organizational format to determine whether the dual functions of
enforcement and technical assistance are compatible.
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BEVERLY

Beverly celebrated her 60th birthday this year. She has had a
life of turmoil and a life of pain but now seems to be on the
road to better things. Beverly spent more than 40 years of her
life at Iaconia State School. She was sent there by her
family as a young girl because she was a "behavior problem."
When she went to the state school she learned, as many do, to
survive by crawling inside of herself with her anger. Above
all things she was a survivor, a fighter. A combination of
foul language and a loud voice protected her over the years;
they helped her to survive. Seven years ago, Beverly Ileft
Laconia State School and moved into the commnity. She
continued to use her voice and her language as a way to convey
the anger and betrayal she felt inside. Often they built to a
fever pitch. She became involved with several doctors over
the years —— all kinds of doctors from psychiatrists to
neurologists to neuro-psychiatrists —— trying to find a way to
calm her down and make her comply with the society she faced
everyday. Medications were tried and, on top of them, more
medications and more medications until in the summer of 1990,
Beverly was reduced to a shell of a woman, so toxic with
medications that no one knew who she was or where she was,
including herself.

After a short stay at the state hospital, Beverly returned to
the community. But this time there was a new "program"
awaiting her. People who had been Beverly's friends over the
years, people who were very devoted to her, came forward and
said ENOUGH. Under the auspices of the area agency these
friends helped Beverly reclaim her life. She began to hire
and fire her own staff, had complete control of what she
wanted to do when she wanted to do it, purchased a vehicle,
and found a new apartment to move into. At this time Beverly
and her friends are forming a '"circle of support." They
together will help manage the supports that Beverly wants and
needs and will help her reach the goals that until now, 60
years after her birth, have been unattainable to her, because
the power had been in the hands of others. The power is now
with Beverly; she is medication free; she has friends.
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DEVELOPMENTAL: SERVICES FOR ADULTS
(21 AND OVER)

ARFA AGFENCY SERVICES

Area agencies were first authorized as the "entry point" for community-
based developmental services by 1979 NH Laws, Chapter 322, but the
Division of Mental Health and Developmental Services (DMHDS) did not
designate any area agencies until 1981. The court order handed down in
the Garrity v. Gallen suit required the division to establish area
agencies as authorized in law. By the end of 1982, the division had
designated area agencies for all 12 regions, and by 1983, all the
agencies were operational. A map showing the regional area served by
each agency is on the following page. Basic data on each region are
presented on page 97.

RESPONSTIBILITIES AND ORGANTZATTON

Area agencies are nonprofit corporations designated by the division
director to provide services for individuals with developmental
disabilities. One area agency is designated for each of the 12 regions
established by administrative rule He-M 505. Each area agency is to be
governed by a board of directors composed of from 9 to 23 members, of
whom one-third must be developmental service consumers. Consumer
members may include individuals with developmental disabilities or
family members or guardians of such individuals. Rules regquire that
all board members must be approved by the director of DMHDS. RSA 171-A
provides that each area agency is to be the primary recipient of funds
dispensed by the division for programs and services and that agencies
may subcontract with other entities to provide those services. (For
further discussion of services provided directly by area agencies or
through subcontracts, see pages 98 - 109.)

State law and administrative rules together establish that area
agencies are responsible for developing and monitoring individual
service plans, evaluating clients and placing them in programs,
monitoring and safeguarding clients' rights, and monitoring services
through an internal quality assurance program, as well as for providing
case management, employment, habilitation, residential, family support,
and respite services. Rule He-M 505 states that area agencies shall
ensure that their services provide frequent opportunity for integrated
activity or are provided in integrated settings to allow individuals
with developmental disabilities to interact with non-disabled
individuals. When possible, the area agencies are to use generic
services -- those available to the general population and not
specifically designed for individuals with developmental disabilities-
- rather than establishing new programs for their clients.
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AREA AGENCY REGIONS

REGION 1

Northern NH Mental Health and
Developmental Services, Inc.
* See Below

REGION 2
Sullivan County Rehabilitation
Center, Claremont

REGION 3
* Lakes Region Community
Services Council, Laconia

REGION 4
Region IV Area Agency, Concord

REGION 5
Monadnock Developmental
Services, Inc., Keene

REGION 6
Area Agency for Developmental
Services, Inc., Merrimack

REGION 7
11 William J. Moore Regional
Services, Inc., Manchester

REGION 8

Conway e Region VIII Community
Developmental Services
12 Agency, Inc., Portsmouth

REGION 9
Developmental Services of
Strafford County, Inc., Dover

REGION 10
Region 10 Community Support
Services, Inc., Atkinson

REGION 11

Center of Hope for
Developmental Disabilities,
Inc., Conway

REGION 12

United Developmental Services,
Hanover

* Note: Region 1 main office is located in Conway, part of Region 11.
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AREA AGENCY STATISTICS - FISCAL YEAR 1990

REGICNS (¢}
I IT T v v vI o
a. Total Area Population 56,468 38,592 | 69,89 | 123,743 | 92,328 | 161,988 N
b. Undmplicated Clients Served 234 186 31 349 3 38 T
c. Clients Waiting for Services 28 7 50 s 101 85 I
d. Total Units of Service Provided 54,423 44,573 | 71,49 | 63,052 | 76,772 | 71,556 N
e. Experditires (in millions) $ 2.8 $ 4.4 S 6.6 S 4.7%| S 6.5 $ 5.9 U
f. Average Full-tine Fouivalent E
Staff: Area Agercy Only 85 118 95 17 17 25
Subcantractars N/A 12 N/A 159 19 567 D
REGIONS
STATEWIDE
VII VIIx X X X1 XIT TOTAL
a. Total Area Population 166,155 122,079 | 104,233 | 105,751 | 35,410 32,475 || 1,109,117
b. Undmplicated Clients Served 456 324 206 177 163 113 3,218
c. Clients Waiting for Services 235 93 51 57 4 9 a2
d. Total Units of Service Provided 105,014 58,983 | 47,401 | 28,258 | 57,865 | 24,830 710,261
e. Experditures (in millions) $ 9.4 $ 4.1 $3.9¢ $4.0| $3.8 $ 3.1 $ 59.2
f. Average Full-time Fouivalent
Staff: Area Agercy Only 180 40 143 53 110 89 972
Subotractars N/A 107 33 N/A N/A N/A 1,074
N/A = Data not available * = Regions IV ard IX experditures far intenvediate care facilities not reported.

Saurces: a. Office of State Plaming — 1990 Census data
b. DMIS - FY 90 Year End Program Statistics (may not include clients served through Family Support Gouncils)
c. DIMIS - Waiting list database, as of Decanber 31, 1990
d. IMIS - FY 90 Year Ed Program Statistics and June 1990 Mathly Program Reparts
e. DMIS - Financial adit reparts of area agercies, 1990, Statarents of Functiomal Expenses with
based on draft axdit report.)
f. IFA - Novarber 1990 Survey of Area Agencies
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ARFA AGENCY SERVICES (Continued)

TYPES OF SERVICES PROVIDED

Some area agency services are provided to every client, such as
evaluation and development of an individual service plan. Other
specific services are provided to clients based on their needs, as
identified through the evaluation process and the goals and objectives
established in their individual service plans. These specific services
include case management; adult day programs, including day habilitation
and vocational programs; early intervention; family support and respite
care; and residential programs, which include community and family
residences, independent 1living programs, and intermediate care
facilities (ICFs).

The table below shows the number of clients served in each service
category statewide during fiscal year 1990. Because most clients
receive more than one type of service, the sum of each service category
does not equal the total number of individual, unduplicated clients
served. The table also shows the units of service provided in each
category, where applicable. Units measure the amount of service
provided and vary by the type of service. For residential services, a
unit is one night. For adult day services, a unit equals one 6-hour
program day. Respite care is measured in units of one hour. Case
management, early intervention, and the independent living residential
services are not measured in units.

FISCAL YFAR 1990 AREA AGENCY SERVICE IEVEIS, BY SERVICE CATHGORY

Case Day Vocational | Early Fam. Suppcrt|Comunity | Family | Indeperndent
2,056 388 1,159 1,184 1,827 543 351 187 59
N/A 72,406 | 187,403 N/A 163,359 165,857 | 101,722 N/A 19,513
*k|
$4.6 $4.7 $8.6 2.1 $1.7 $20.2 $5.0 $1.3 $3.3
%
$2,235 $12,134 $7,461 $1,74 $908 $37,180 $14,231 $6,800 $72,514

N/A = Not grplicable  ** = Experditure data not available for two regions. * = Adjusted far missing experditure data.
+H = Inmillions

SOORCES: IMDS FY 90 - Year Erd Program Statistics ard June 1990 Monthly Program Reparts; 1990 financial audit reports of
area agancies - statarents of functioml expenses with adjustirents to include degreciation and exclude capital
costs; and IBA aoputations.
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ARFA AGENCY SERVICES (Continued)

Early intervention and family support services are discussed earlier in
this report, beginning on page 41. The other categories of service are
discussed in more detail below.

CASE MANAGEMENT SERVICES

Case management services are provided directly by all area agencies and
can be thought of as the "wrapper" around all other services a client
receives. Case managers coordinate client services from several
different providers in different locations. Case management services
include determining client eligibility, arranging comprehensive
screening evaluations, coordinating development of individual service
plans (ISPs), and monitoring all services. Case management services
are available on a 24-hour basis for emergency care.

In addition to coordinating services, case managers also work to
facilitate clients' integration in the community and to help clients
develop informal networks that include non-paid, non-disabled,
community members -- in other words, friends. Case managers also deal
with client needs outside specific program categories, such as
transportation to service locations, medical services, and clothing
needs.

Most clients receive case management services. Families with children
receiving early intervention services generally receive case management
services through early intervention programs because of the unique
needs of young children and their families. Families receiving only
respite or other family supports from the area agency may not require
case management services. In some cases, school-aged children may
receive area agency case management services although most of their
service needs fall under the responsibility of their local school
district. 1In fiscal year 1990, 304 children between ages 3 and 21
received area agency case management services.

In fiscal year 1990, area agencies reported that 2,056 individuals, or
64 percent of the total clients served, received case management
services. That figure represents a 26 percent increase over fiscal
year 1989. The division contracted for 1,984 clients to receive case
management in fiscal year 1991, which represents a 3.5 percent decrease
from the previous year. The statewide contracted average cost for
fiscal year 1991 case management services is $2,665 per client.
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ARFA AGENCY SERVICES (Continued)

DAY PROGRAMS FOR ADULTS

Area agencies offer a variety of day programs ranging from basic skills
training to helping clients obtain jobs. Day habilitation services are
designed for individuals who have complex and profound handicaps. The
three major goals of day habilitation are to assist clients in social
integration, communication, and functional skills training. For
example, staff may help clients who lack verbal skills to communicate
better by teaching them to use signing or picture board symbols.

Facility-lbased Programs

Facility-based vocational services include adult day programs,
sheltered workshops, and work activity center programs. The division
differentiates these programs from other vocational programs by the
amount of time (more than 50 percent) that clients spend in settings
that do not include non-disabled individuals (non-integrated settings).
Clients generally work only with other clients. These programs
generally offer a combination of habilitation and skills training plus
vocational training and part-time contracted work. Program providers
are to explore other vocational opportunities in integrated sites so

clients can participate in supported employment programs.
Supported Employment

The division defines supported employment programs as those providing
clients paying jobs in integrated settings with staff providing long-
term job training and support. In these programs, clients have "real"
jobs with at least twenty hours of work per week and have daily contact
with non-disabled coworkers. Supported employment can be structured in
several ways, including work crews of clients with disabilities under
professional supervision, enclaves of disabled workers in industry with
financial incentives provided to the employer for the additional
training required, individual job placements with job coaches or other
backup support, as well as small enterprise, benchwork, and coworker
models. Division data show individual placements and enclave
arrangement to be the most common.

Competitive Employment

" Competitive employment services provide on-site training opportunities
and Jjob placement services that lead to non-subsidized jobs in the
regular labor force that pay at least the minimum wage. The goal of
these programs is to enable clients to maintain their jobs in the labor
force without any support or supervision from the service provider,
thereby eliminating their "client" status for day services. The
division expects clients in these programs to require only short-term
support (less than one year) and that at least 65 percent of clients
enrolled will actually receive job placements by the end of a contract
year. In fiscal year 1990, only four regions operated competitive
employment programs.
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ARFA AGFNCY SERVICES (Contimued)

The Division of Vocational Rehabilitation (DVR) also provides supported
and competitive employment services to clients eligible for DVR
services. The DVR services differ from those provided by area agencies
in that they are time-limited and only cover initial training and
adjustment. For clients with developmental disabilities, area agencies
cover the service costs after DVR's limited service period has ended.
(Further discussion of DVR services begins on page 166.)

Shifts in Types of Day Programs Used

From fiscal year 1989 to 1990, the number of clients served in day
habilitation programs decreased from 559 to 388, and the units provided
dropped from about 103,000 to 72,400 (-30%). At the same time, the
number of clients served in the facility-based, supported, and
competitive employment programs together increased from 932 to 1,159,
and the number of units increased 31 percent. This shift indicates
that the division is meeting its goals of greater community integration
in clients' working lives and of more emphasis on "real" jobs, as
outlined in its 1987 mission statement.

Contracted service levels for fiscal year 1991 show a continuation of
this shift from day habilitation to more vocational-oriented programs
to some degree. The number of clients in day habilitation dropped
another nine percent from fiscal year 1990 to 1991, although units
provided show a slight increase. Division data show a slight decrease
in clients served in vocational programs but show a 17 percent increase
in units. Some decreases in fiscal year 1991 may be because they are
based on contracted numbers rather than actual numbers used for fiscal
years 1989 and 1990. Area agencies often serve more clients and
provide more units of service than originally contracted for. Analysis
of contract documents indicate a statewide cost for day habilitation
programs of $71 per unit of service and $47 per unit of service for
vocational programs. Thus, the division's increasing use of vocational
programs for certain clients appears to be a more efficient use of
resources and more effective in helping clients achieve more "normal
lives.

RESTDENTTAL, SERVICES

The field of residential services has been transformed as the
commitment to deinstitutionalize citizens with developmental
disabilities began in the early 1970s and accelerated in the early
1980s. At that time, publicly funded housing services in NH were
provided primarily at the state institution. On Jamuary 31, 1991,
Iaconia Developmental Services (formerly Laconia State School), the
only state institution for persons with developmental disabilities
permanently closed it's doors. Today all housing services are provided
in coomunity settings with varying degrees of support.
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The closure of Laconia Developmental Services is recognized by experts
as an extraordinary accomplishment. New Hampshire is the first and
only state in the country to eliminate institutional life as an option
in the provision of residential services. Many other states have
started to close state institutions in recent years as the value of
community living is recognized as contributing to an improved quality
of life for citizens with developmental disabilities.

Service Models

Residential services are provided in the community in various settings.
According to division policy, clients are to receive services in the
least restrictive manner appropriate to their needs maintaining as much
individual freedom and choice as possible. Residential services in NH
are characterized by the "smallness" of the residential enviromment,
even as it applies to group homes and intermediate care facilities
(ICF's), in striking contrast to many other states' systems of
residential care.

The 1largest state supported ICF/MR has 12 beds and the largest
commnity residence has only 8 beds, with an average of 4 beds per
home. Nationally, the trend is toward the use of smaller residential
settings; however, as recently as 1988, more than 50 percent of
residential services were provided in settings of more than 15 beds per
facility according to a study conducted by the Center for Residential
and Community Services at the University of Minnesota. By comparison,
NH is a leader in successfully reshaping its services to reflect family
sized living environments.

The only remaining institutional residential services for
developmentally disabled individuals are in New Hampshire Hospital and
Glencliff Home for the Elderly. New Hampshire Hospital residents have
a dual diagnosis of both developmentally disabled and mentally ill.
They reside in a separate wing at the state hospital. As of August 3,
1990 there were ten residents in this wing and an additional ten
residents in transitional housing located on the NHH campus. Glencliff
residents are primarily elderly clients formerly from NHH, although
there were 23 individuals with developmental disabilities residing in
the home as of August 1990. These placements are considered
appropriate by the division because the mental health needs or nursing
home needs exceed their need for developmental services.

Intermediate Care Facilities for the Mentally Retarded are one of
several community residential options funded by the division. ICF-MR's
are funded under Title XIX (Medicaid) of the Social Security Act. The
program was established by federal legislation in 1971 primarily to
focus on improving conditions in large public institutions. As the
movement to downsize public institutions continued through the 1980's,
ICF-MR services began to be offered in commnity residential
facilities on a much smaller scale than in traditional institutional
settings of the past.
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Today, eight ICF-MR facilities are located through-out the state with a
total of 71 beds. These residential services are the most
institutional in nature. In spite of their scaled down size, ICF-MR's
are the subject of criticism because of an "institutional bias" and the
diversion of significant funding into renovating facilities to meet
federal ICF-MR facility standards and program standards. Many of these
standards conflict with current thinking by professionals in the field
because of the heavy reliance on the medical model of care.

In addition to ICF-MR's, there are three basic models for community
living and six different levels of support funded by the division.
They include:

Community Residences - This model refers to certified residential
arrangements where one or more individuals receive services. Paid staff
provide support and supervision for these services through a provider
agency. These residences, formerly referred to as group homes,
represent the largest single residential service category in the state.
There were 105 group homes located throughout the state as of April
1991 serving approximately 522 clients. These residences have an
average of four beds per home. The average contracted cost to provide
services in this setting is $39,907 per resident for fiscal year 1991.

Family Residences - Refers to those situations where one to three
individuals receive service in a certified family enviromment. Daily
support is provided by the members of the host family who receive a
stipend based on the level of support required by the client. The
contracts for fiscal year 1991 indicate that 325 individuals will be
served at an expected cost of $19,251 per resident. As of April 1991,
there were 349 host families providing services.

Independent Living - Refers to services provided in non-certified
residential arrangements where an individual receives services from an
individual who is reimbursed by a provider agency. Services vary
according to individual need and are flexible in nature. For example,
a neighbor may agree to look in on a client on a daily or weekly basis
and agree to help in case of an emergency in return for a monthly
stipend. The DMHDS contracted independent living services for 237
clients at an average cost of $5,126 per resident for fiscal year 1991.

ILevels of Support

The levels of support offered vary according to individual need. They
are defined as basic, transitional, minimum, moderate, intensive and
maximum. levels of support or supervision require more intensive
staff-to-resident ratios as the level of need escalates. Twenty-four
hour staffing is required for maximum and intensive levels of support
with recommended staff-to-resident ratios ranging from 2:1 residents
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to 1:1.19 residents. Iesser levels of support do not require round-
the-clock care but need to be provided periodically or as emergencies
arise. Recommended staff-to-resident ratios for the minimal level of
support ranges from 1:10 to 1:3 residents.

During fiscal year 1990, housing services were provided as depicted in
the following graph:

RESIDENTIAL SETTINGS
Fiscal Year 1990 — Actual

Comm. Res.

§ 'am. Res.
351 30.79%
B Fam. Res.
$5M 16.34%
59 5.18% . ICF — MR Indep. Living
Indep. Living 1.3M 4.25%
187 16.40% $4.1M 13.40% $1. :

Number of Clients Total Housing Costs
1,140 $30.6 Million

Source: [Fiscal Year 1990 Area Agency
Audited Financial Statements

Sumary of Costs and Clients Served

Residential services comprise the single largest expenditure category
for area agencies. They represented 52% of expenditures by area
agencies for fiscal year 1990. During fiscal year 1990 area agencies
spent approximately $30.6 million for residential services. The
division funded $6.2 million in contracted services in addition to
$12.5 million for the state's share of Medicaid funding for residential
services. In total, the state funded 61% of the cost of providing
residential services statewide.
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The following table summarizes the number of clients served in each
category of residential services and the total cost to provide the
service for fiscal years 1989, 1990 and 1991 (contracted).

Fy 8ot FY 90+ FY 912
(Actual) (rctal) (Cotracted)

Total # of Total # of Total # of

et Cliets®  ooet  Cliets® et Clients®

FAMILY RESITENCES $ 3,027,839 283 $ 4,994,918 351 $ 6,256,595 325
COMNITY RESIDENCES 17,512,253 510 20,188,773 543 22,507,457 564
ICFMR 3,634,189 % 4,171,265 59 5,012,722 €0
INCEPENCENT LIVING 1,728,066 144 1,271,540 _187 1,214,757 237

TOTAL $25,902,347 993 $30,626,49% 1140 $35,001,531 1186

Q05T PER (LIENT SERVED S 26,085 S 26,865 S 29,512

Samrce: 1 FY 89 & 90 Axited Area Agercy Financial Stataments
2H91Cutmctsmmkeapganis£asmanbdrymd{s
3 rctual YID Cumilative Client Courts — DMDS

The average cost per client for each of the four types of residential
settings is shown in the graph below. As the graph clearly
illustrates, ICF-MR's are the most expensive because they serve clients
with complex medical needs, followed by community residences.  The
division supports greater use of family residences and independent
living arrangements because they are less restrictive and are less
expensive on average than group homes or ICFs.

RESIDENTIAL SETTINGS

Average Cost per Client
1989 — 1991

Cost per client (in thousands)

100 -

80 41

60

40 -

144
20 1 o

187 237

Fam. Res. Comm. Res. ICF - MR Ind. Living Total Average

Fiscal Years |

|
iL BB 1959 - Actuar N 1990 — Actual £.] 1991 - Contract '

Note: The number above the bar is the Source: Area Agency Audited

actual YTD cumulative count of clients
served in each residential setting.

Financial Statements
Area Agency Contracts
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Waiting Lists

Despite the large amount of resources already allocated to residential
services, this service area has the largest ummet need. As of December
31, 1990, 454 people were waiting for residential services. It is also
the category with the highest number of first and second priority
clients which totalled 55 and 61, respectively as of December 31,
1990. The division maintains a formal waiting list database discussed
in detail beginning on page 110.

Preferred Residential Model

Traditional services for the developmentally disabled segregated them
from their communities, first by placing them in large congregate
institutional facilities and more recently by placing them in group
homes. The division published a position paper on November 13, 1990
announcing its intent to foster individual supported living
arrangements as the preferred model for residential services. This
paper is a formal statement by the division moving away from the
continuum of care concept towards a concept of ‘'permanency planning'
placing an emphasis on individualized residential support options. Key
concepts in support of individualized residential options include the
following:

e Control lies with the disabled individual- meaning the individual
is named as the lessee or the mortgagor. Therefore, changes in
staffing or support do not mean that the individual will e
displaced or disrupted. This is what is meant by the term non-
facility based support. The home is not an agency or provider
home, but the individual's home.

¢ The home is designed specifically for the individual-the
individual should not be grouped with more than one other
disabled individual and only two by choice.

e New technology will not be required as the transition to
individualized supported living takes place- the transition will
be supported by the division through technical assistance and
resources, directing funds to individualized supported 1living,
revising regulations where necessary, and amending the community
care waiver to fund individualized supported living options.

Clearly, the division has adopted a policy of moving away from

facility-based supports and encourages the separation of housing
services from other components of the service delivery system.
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Affordable Housing Concerns

As individual housing services become more integrated in the community
and as more individuals are offered a choice of living arrangements,
affordable housing becomes a greater concern. The division has made
recent efforts to improve access to affordable housing by hiring a
housing and finance specialist at the divisional level and an expert in
federal housing programs at the regional level. (Region VI) Although
housing has been an issue for the area agencies throughout the 1980s,
they are responsible for finding and accessing financing for real
estate without formal assistance from the division.

Our review of area agency contracts for fiscal year 1990 revealed that
60 of the 125 properties funded by the division are owned by the area
agencies. Most of these properties were financed by local banks at
commercial lending rates according to the division staff. One area
agency stood out from the rest because it used federal housing
assistance to finance most of its properties. This completely
eliminated a request for funding at the state level to cover occupancy
costs (rent, principle and interest, repairs and maintenance and
utilities). Other regions have also had some success in accessing
public housing assistance funds, either through federal programs or the
NH Housing Finance Authority.

OBSERVATION 14: SUBSIDIZED FINANCING

Our analysis of real property occupancy costs revealed that some area
agencies are more successful than others in finding subsidized
financing as an alternative to traditional commercial lending rates
from local banks. Although the DMHDS has not maintained an inventory
of real estate purchased by area agencies over the years with
information such as how the properties were financed and at what rates,
division personnel believe that most were financed by local banks,
most recently at commercial Ilending rates. Some regions were
successful in accessing federal Department of Housing and Urban
Development money, resulting in subsidized housing costs and the
attendant Section 8 eligibility for the residents. The New Hampshire
Housing Finance Authority has been relatively inactive in funding real
estate for non-profit corporations, claiming that area agencies have
not shown much interest in the past. They reported financing eight
non-profit properties since 1985 through the Affordable Housing Fund,
totaling $2,069,410.

RECOMMENDATTON:

The area agencies need to be more aggressive in accessing subsidized
financing as an alternative to traditional commercial lending
practices. The DMHDS should provide greater assistance in educating
and consulting with the area agencies to inform them of the various
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ARFA AGENCY SERVICES (Continued)

RECOMMENDATION (Contimnued) :

financing options and provide clarification for complex regulatory
barriers that often accompany federally funded housing programs. The
division should develop working relationships with specialists in the
housing industry for projects like subsidized cooperative housing
projects and community reinvestment programs.

AUDITEE RESPONSE: (DMHDS)

Area agencies are being brought up to date on aggressive means of
accessing subsidized financing and the Division will assist 1in
continuing to clarify the barriers to federal funding for housing when
development is contemplated.

OBSERVATION 15: UTTLIZATTON OF GENERIC RESOURCES

Historically, local and state housing authorities in New Hampshire have
been resistant to serving individuals that are also served by the
DMHDS, resulting in underutilization of generic housing resources such
as the Section 8 program administered by the federal Department of
Housing and Urban Development. In addition, many administrators of area
agencies mistakenly thought that many of their clients did not qualify
for assistance if they had live-in aids or lived in group homes. This
approach unnecessarily restricts resources for persons with
developmental disabilities to those funds earmarked exclusively for
people with disabilities.

RECOMMENDATTON:

As the movement toward individual supported living environments takes
on more significance within the field of residential services,
accessing generic housing resources, such as Section 8 certificates and
vouchers, should be aggressively pursued by both the DMHDS and the area
agencies, to enlarge the pool of financial resources available to
persons with developmental disabilities.

AUDITEE RESPONSE:  (DMHDS)

The Division will continue to support Section 8 funding aggressively
for housing of individuals within the area agencies.
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ARFA AGENCY SERVICES (Contimued)
ENTRY INTO SERVICE SYSTEM

RSA 171-A provides that people seeking developmental services shall
apply to the area agency in their region. The only exception is for
individuals seeking early intervention services, who may apply directly
to the early intervention program provider if it is not provided
directly by the area agency. Services for children aged 3 to 21 years
old are primarily provided through local schools, and individuals must
follow the standards and procedures of the Department of Education in
applying for those services. (See page 53 - 93.) Area agencies are to
provide a written determination of eligibility to the applicant within
21 days of filing. 1In an LBA survey, the area agencies reported that
692 individuals applied for developmental services during fiscal year
1990, and 590 (85%) were found eligible.

Area agencies must make preliminary recommendations for client
placements in programs within 21 days of their application and must use
the criterion of the least restrictive enviromment for the client. RSA
171-A also states that placement recommendations are to be to the
programs or services which best meet client needs.

RSA 171-A:12 regquires that an individual service plan, or ISP, be
developed for each client and include a description of the client's
specific needs, intermediate and long-range treatment goals that
specify timetables, a work plan, and staff responsible for their
achievement, and criteria for client transfer to a less restrictive
setting. ISPs are to be jointly developed by clients and family
members or guardians, along with area agency and program staff and any
other service providers and must be approved by the client or guardian
before implementation. Client placements and the implementation of
their ISPs are to be reviewed annually. All placements must be
voluntary, and clients (or their parents/guardians) may seek a change
in placement or withdraw from the service system entirely at any time.
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WATTING LISTS

With the increase in population and the demand placed on the Division
of Mental Health and Developmental Services and area agencies, many
individuals with developmental disabilities are not receiving needed
services. Thus, waiting lists have been formed to serve the increasing
demand for services that exceeds available funding for community
services. To facilitate the monitoring of the waiting lists, DMHDS
established a computerized database system in March 1990. Prior to
March 1990, 1lists were compiled manually on an as needed basis,
beginning in January of 1987. Since the first informal list in January
of 1987, the demand for services has grown by 308% (per the database as
of 12/31/90).

Waiting List - Priorities Established

In 1987, administrative rule He-M 503.07 established priorities for
clients waiting for services, ranking them on a scale from one to five.
Priorities three and four are for clients currently served and
priorities one, two and five are for those unserved. In August 1989,
the New Hampshire Supreme Court validated the state's waiting 1list
procedures in Petition of Brenda Strandell, 132 NH 110 (1989). Results
of our survey of area agencies showed that a large majority (83%) of
agencies considered the priority categories established by the division
appropriate to ensure that the most needy clients are served first.

The first priority is for individuals who are at risk of harm or
regression in functioning due to lack of food, clothing, shelter, or
proper supervision. The second and fifth priorities are used for
individuals who are in need of services in order to stay in the least
restrictive enviromment or for individuals who currently reside outside
of the region and are not receiving services.

The third priority is for individuals whose current services are not of
the quality needed to meet the goals and objectives of the client, the
current circumstances are not within the least restrictive environment
or the client is moving to another region. The fourth priority is for
individuals who desire or need alternative circumstances for other
reasons.

Special Appropriation FY 90-91

The 1989 NH Laws, Chapter 365 made a special appropriation of $1.5
million for fiscal year 1990 and $2.0 million for fiscal year 1991.
The fiscal year 1990 appropriation removed 323 clients from the waiting
list, but with additional clients being added to the list the result
was an overall net decrease of only 6 percent. Fiscal year 1991
special appropriation of $2.0 million maintained services for those
clients served with the fiscal year 1990 special appropriation of $1.5
million.
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WATTING LISTS (Continued)

Waiting List Advisory Committee

The Waiting List Advisory Committee, established by 1989 NH Laws,
Chapter 280, was formed for the purpose of assisting the Division of
Mental Health and Developmental Services in allocating the special
appropriation for the reduction of waiting lists to those clients in
need of developmental services based on their level of need.

The Advisory Committee recommended spending the special appropriation
for fiscal year 1990 as follows:

e Full funding for the early intervention waiting list;

e Full funding of day programs for young persons transitioning from
school programs;

e Full funding of respite care requests; and

e Fund only the critically needed residential services with
flexibility to be exercised by the Area Agencies to plan
appropriate and compatible living arrangements for people.

The funds were allocated by the advisory committee as follows:

FUNDS
SERVICE # SERVED ATITOCATED
Early Intervention 136 $ 248,659
Respite Care 54 69,939
Day Program Services 95 656,425
Residential Services 38 524,977
Total 323 $ 1,500,000

Growth of Waiting List

The following graph illustrates the overall growth in demand for
services between fiscal year 1987 and fiscal year 1991. The waiting
list did decrease in certain program areas due to the special $1.5
million appropriation in fiscal vyear 1990: Early intervention
decreased by 46%, family support/respite care decreased 44% and
residential services decreased by 8%, day programs continued to
increase (18%). If the Division is to continue to take people off the
waiting list during fiscal year 1991 it will be contingent upon the
availability of existing spaces or other revenues received in addition
to the $2 million appropriated for fiscal year 1991 as that special
appropriation will be needed to maintain those taken off during fiscal
year 1990.
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WATTING LISTS (Contimued)

GROWTH OF WAITING LIST
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1o respite care data.
FY 1989 — Octcber of 1988, marual request of area agercies.
FY 1990 - Jure 30, 1990, waiting list databese.
FY 1991 - Decarcer 31, 1990, waiting list database.

One must keep in mind that the list is very volatile. The graph does
not show case management for fiscal years 1987 through 1989 because
data was not reported during those years and family support/respite
care was not reported in FY 1988.

Numbers and Iength of Wait

According to waiting list reports for the second quarter of fiscal year
1991, (December 31, 1990) there are 802 clients waiting for services.
Two hundred thirty six clients (duplicated) are waiting for services
that are coded as priority one. The estimated cost to eliminate
clients at all priority levels from each service category on the
waiting list is presented on page 113. (Because some clients need more
than one type of service, the sum of clients by service category
exceeds the total number of clients waiting.) Residential services is
the largest single component of the waiting list. Residential services
include four types of residences: Family Residences; ICF-MR,
independent/ supported living, and community residences.
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WAITING LISTS (Continued)

WAITING LIST AS OF DECEMBER 31, 1990

PRIORITIES TOTAL* |AVERAGE QOST** |TOTAL, QOST ***
SERVICE —-1- - 2—-— —3— —4— —5— [WAITING| SIRTEWIDE TO ELIMINATE

Case Managament 7] 37 206 52 6 333 S 2,23 S 744,255
Respite/family support 10 15 143 168 o8 152,544
Early intervention 73 3 4 8 1,74 143,520
Day habilitaticon 25 31 & 2 1 4 12,134 1,710,8%4
Fhployent: program 4 40 159 19 5 264 7,461 1,969,704
Residential 55 61 266 66 6 454 26,865 12,196,710

Total 236 860 139 18 {1,440 $16,917,627
Qost to eliminate
each pricrity
(in millions) 2.3 | V4 |99 | N1 |S.2 $16.9

Source: * IMIS — Waiting list datalaese — Decarber 31, 1990,
duplicated count.
** TPA calculation based an fiscal year 1990 adited
financial staterents
***x  FExtension of total waiting x average oost.

According to the database as of December 31, 1990 the average wait for
clients on the early intervention waiting list has been 9 months.
Ionger waits are common for other services. Average waits for those
currently on the waiting lists for residential and day services are
three to four years. A total of 280 service needs had gone ummet for
three or more years, and 66 of those were for clients ranked as
priority one (as of December 31, 1990) although we must note that these
clients may not have been priority one for the entire period.

The $2.0 million special appropriation in fiscal year 1991 was to be
used to maintain those clients taken off the waiting list with the
fiscal year 1990 special appropriation. These clients will be funded
in fiscal years 1992 and 1993 under the base maintenance request. The
money requested for fiscal years 1992 and 1993 will not cover all of
the priority one clients on its waiting list in need of services. Only
those clients in immediate crisis situations, which may or may not have
been reported as priority one clients on the quarterly waiting list
database due to the list's volatility, can be served with the request.

Other States

Almost all states have waiting lists for services to those with
developmental disabilities. New Hampshire has relatively few clients
on waiting lists (for its population size) compared to other states.
In 1987 (latest data available) the Association for Retarded Citizens
gathered waiting list data from 50 states and the District of Columbia.
This data showed that NH had one of the lowest per capita waiting
lists. NH ranked eleventh for residential services and twelfth for day
services.
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WATTING LISTS (Continued)

OBSERVATTION 16: UNMET SERVICE NEEDS — WATTING LISTS

The service system has been unable to cope with these changes:
increased numbers of students leaving out-of-district residential
placements, students leaving school special education programs and
growing numbers of older families who have kept family members at home
for years, but who now need services. The number of people on waiting
lists for services is a strong indication of unmet service needs.

The projected cost to serve just those clients that are coded as
priority one as of December 31, 1990 would be $2.3 million (based on
average costs as of June 30, 1990 from the regions' annual audit
reports). The cost to eliminate the total waiting list is estimated at
$16.9 million. This is not a one time cost. Clients must be funded
annually if they are to continue receiving services. Although the
special appropriations of $1.5 million and $2.0 million in fiscal years
1990 and 1991 helped to reduce the waiting lists, clients with unmet
needs continue to be added to the lists. Many remain on the lists for
years.

RECOMMENDATTON:

The Division of Mental Health and Developmental Services should
continue their commitment to reduce waiting 1lists, especially for
priority one clients and for services, such as early intervention and
respite, that the Waiting List Advisory Committee has identified as top
priorities. To improve planning and budgeting, and reduce the number
of unexpected clients in crisis, the division should use historical and
population data to predict the number of clients in crisis expected on
future waiting lists within a given period.

The division should also continue its efforts to help and encourage
area agencies to pursue generic services for clients in order to
stretch limited resources and should concentrate on ways to achieve the
efficient use of resources among the area agencies as outlined in the
area agency biennial plan. (See page 119 for further discussion.)

The waiting list database is an effective tool to monitor the growth in
demand for services, but the division should take more time to analyze
the data and ensure its accuracy. Other reports could also be compiled
to make the database more useful as a management tool for a variety of
users.

AUDITEE RESPONSE: (DMHDS)

The Division will continue to submit, on a biennial basis, requests for
funding for individuals in Priority 1 for services such as early
intervention, respite, residential, and day program priorities. It is
not felt that the development of historical data and population data
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WATITING LISTS (Contimued)

AUDITEE RESPONSE (Contimnued) :

with predictive models would be especially helpful in anticipating the
waiting lists. Waiting list data will continue to be developed using
actual known needs rather than predictive models because of the
reliability of known needs.

DMHDS MANAGFMENT OF ARFA AGENCY SERVICES

The Division of Mental Health and Developmental Services is responsible
for all aspects of area agencies' developmental services for eligible
individuals. Although area agencies are independent, private, non-
profit corporations, they are part of the state's service system, and
their operations are governed by state law and administrative rules.
The division has statutory authority to designate an entity as an area
agency, to set the geographic boundaries for the region an area agency
is to serve, and to promulgate rules regulating agency boards and their
executive directors. In addition to statutes that establish certain
client rights and service procedures, the division can adopt rules
concerning:

protection of clients' rights, dignity, autonomy, and integrity,
standards for the services provided by area agencies,
individuals' applications for services and screening evaluation,
residential placements and hearing procedures if placement
decisions are challenged, and

e development of individual service plans for each client.

The division's major functions in relation to the area agencies include
technical assistance, planning, monitoring and enforcing service
quality standards, managing and allocating funds, monitoring their
efficient and effective use, and safeguarding clients' rights. There
are three division units primarily responsible for these activities.
The Office of Community Developmental Services Administration (CDS)
manages federal funding programs, allocates funds to the area agencies
through annual contracts, monitors the use of all funds, develops
programs and planning priorities, and provides technical assistance to
the agencies. These functions are discussed in the following report
sections: "Planning" (page 116), "Contracting" (page 138), "Revenue
and Expenditures" (page 124), and "Monitoring" (page 152).

The Office of Evaluation and Quality Assurance (OEQA) monitors service
quality and certifies residential and certain day programs. OEQA
activities are discussed in the report section "Quality Assurance"
(page 142). The Office of Client and Legal Services (OCLS) protects
client rights by seeking appropriate guardianship services,
investigating complaints, and hearing appeals, among other activities.
Its functions are discussed in the report section "Client Rights
Protection Procedures" (page 162).
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PLANNING

Division planning activities encompass both statewide planning and
individual planning by the area agencies.

STATEWIDE PIANNING

Planning is a key management function. In administrative rule He-M
102, the division lists as one of its goals " . . . to ensure efficient
allocation of resources through coordinated planning."  Long-term,
comprehensive planning can not only help ensure efficient use of
resources, but their effective use as well. It can help management
incorporate data on expected changes in client populations and the
potential changes needed in services, and outline shifts in service
models toward those that prove more successful. As public documents,
long-term plans can articulate underlying service principles, in
addition to providing a framework for short-term management decisions
and identifying specific objectives, service levels, and operational
benchmarks by which to measure program progress.

Previous Long-term Plans

Past long-term, statewide, division planning efforts include the 1980
Action for Independence and 1981 Plan C, Alternative for Approaching
the Garrity v. Gallen Court Order. These plans were prepared during
the class action lawsuit filed against the state over conditions at
Laconia Developmental Services (IDS). Action for Independence outlines
the process and procedures necessary to implement and manage a
comprehensive service system of client needs assessments, individual
service plans, service placements in the least restrictive environment
appropriate for the individual, and safeguards of specified client
rights. Plan C specifies goals, objectives, and timetables for
complying with court-ordered changes. The main goals in these plans
have either been achieved or, like placements in the least restrictive
enviromment, are ongoing goals that are continually assessed as client
needs, available placements, technology, and other factors change.

More recent long-term plans for state developmental services are
outlined in two 1985 documents: Further Action for Independence and
Planning for Progress: Restructuring the Mental Health/Developmental
Services System. Further Action for Independence details a workplan
covering fiscal years 1986 and 1987 for continued compliance with the
court order and further development of the comprehensive service system
outlined in the original Action for Independence. Major goals include
establishing services for children and their families, such as respite,
case management, and early intervention, and restructuring the service
system by the guidelines laid out in Planning for Progress and the
mission statement developed for Community Developmental Services.

Planning for Progress, prepared by a committee of the governor and
legislative leaders with division staff support, focuses primarily on
plans for mental health services but also outlines long and short range
goals for the state's developmental service system. The long range

116



PLANNING (Continued)

goals are general in nature and seem to still apply. They address
recognition of the rights of those with developmental disabilities by
other citizens, improvement in the quality and quantity of community
services and opportunities, and assurances that service system
resources are planned, allocated, and used effectively.

The plan's shorter range goals and priorities for the period 1985
through 1988 include expanding less-restrictive, community residential
services, especially for clients with special medical and mental health
needs and children; emphasizing supported and competitive employment
programs over sheltered workshops; encouraging commnity integration
and use of services available to all citizens; developing and
emphasizing services that support families and help them avoid out-of-
state placements for their children; increasing efforts to recruit,
train, and subsidize foster and adoptive families; and measuring the
effects of services on clients' growth and development.

Again, with a few exceptions, most of these goals either have been
substantially met or are ongoing goals that continue to be addressed,
such as increasing independent 1living and integrated work
opportunities, developing family supports, and enabling clients'
involvement in community activities and generic community services.

Previous Goals Still to be Achieved

One Planning for Progress goal that still requires attention is the
development of community-based facilities for individuals with both
developmental disabilities and mental illness. While the division has
established two transitional houses on New Hampshire Hospital grounds
and one at the Glencliff Home for the Elderly grounds that together
serve about 33 clients with a dual diagnosis, about ten other clients
were in the main hospital unit of New Hampshire Hospital as of March
1991. Division staff indicate that with the closing of Laconia
Developmental Services, community placements for clients at the state
hospital will be one of the next priorities.

One other main goal not yet achieved is the placement of children whose
families are unable to care for them in residential services that are
close to home. The plan identifies development of in-state residential
services for school-aged children with developmental disabilities as
primarily the responsibility of the Department of Education (NHSDE)
and local schools. Because out—of-home placements may be necessitated
by children's special care needs and for children under age three, as
well as by educational needs, DMHDS shares responsibility with NHSDE
for services that help prevent such out-of-home placements. In
addition, the Division of Children and Youth Services (DCYS) is
responsible for out-of-home placements for developmentally disabled
children who are abused, neglected, delinquent, or status offenders.
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Boosted by the legislature's special appropriation for fiscal years
1990 and 1991, DMHDS continues to develop family support services to
help families cope with their children's needs and avoid out-of-home
placements. Early intervention programs serve families with disabled
children under age three. NHSDE has developed a demonstration program
for children with the most severe developmental disabilities, who are
most likely to be served in out-of-home placements. However, 43
children with developmental disabilities remained in out-of-home
residential placements as of December 1, 1990, and 17 (40%) of those
were placed outside New Hampshire, indicating a need for more programs
to prevent out-of-home placements. (See page 82 for additional
information on NHSDE's demonstration program.)

Although Planning for Progress indicates that DMHDS will recruit,
train, and subsidize foster and adoptive families for children with
developmental disabilities, foster care and adoption are specific
statutory responsibilities of DCYS. Staff of DCYS indicate that
there are no special foster care programs for children with
developmental disabilities; each foster placement is designed to meet
the needs of the individual child. Staff do try to identify foster
parents willing to care for a special needs child. Fees are paid to
foster families on a sliding scale to reflect the higher costs of
special needs children. Some federal and state subsidies are available
to families that adopt children with developmental disabilities,
although the families and the adopted children must meet certain
criteria to qualify.

Current Mission and Goals

In 1987, the division revised the mission statement for its Office of
Community Developmental Services (CDS). The statement reads, in part:

The Office of [CDS] will promote opportunities for
interdependence and integration of people with developmental
impairments within their home comunities. People with
developmental impairments will participate together with non-
handicapped individuals in all areas of community life; we will
see an increase in the numbers of people with developmental
impairments participating in meaningful, integrated work
situations and utilizing normal opportunities for living and
recreation within their communities.

The statement includes general goals, emphasizing community integration
and natural supports for families. The division's recently revised
rule He-M 102 1lists four goals for CDS that closely parallel the
mission statement. They address developing a statewide family support
system, increasing integration of people with developmental
disabilities into their communities, continuing training and quality
assurance activities to improve services, and increasing the number and
variety of community living arrangements.
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PLANNING (Continued)

The division's 1987 mission statement and current service goals for CDS
accurately reflect its service philosophy and constitute a valid
framework for future service refinements and development. However, the
division has not developed a systemwide plan since 1985 that details
how it intends to achieve these goals. The division's most recent
planning efforts focus on phasing down and closing Iaconia
Developmental Services. Planning documents prepared in January 1989
outline the client placements, staffing reductions, and budget
transfers and savings involved in consolidating all clients into
facilities at the north end of the campus and the potential for closing
IDS completely by fiscal year 1992. The division achieved this goal
ahead of schedule, closing IDS in fiscal year 1991. (See further
discussion of IDS closure, beginning at page 23.)

REGTONAL PLANNING

While state law does not require the division to regularly prepare
service plans, it does require the area agencies to do so. RSA 171-
A:18 states that each area agency must prepare a plan for providing
services in its region and submit it to the division for approval.

Administrative rule He-M 505.03 requires agencies to prepare two-year
plans that coincide with the legislative biennium. Plans are to
include a budget, be based on the principles of normalization, and
demonstrate consistency with division priorities and mission statement.
The general public and generic service agencies should be included in
the agency planning process. The division director (or designee) is to
review all agency plans and approve those which comply with applicable
laws and rules. Neither the law nor the rules indicate if or how the
division should incorporate agency plans into its own planning efforts.

Regional Planning Process

The area agency biennial planning process has changed over time, but
basically the division develops goals, priorities, or issues around
which the agencies must focus their planning efforts. Continuing
priority areas include development of less restrictive, more
individualized residential services, integrated work opportunities, and
supports for families.

For some past bienniums, the division has requested very specific
information related to planning objectives and individual clients. For
example, the 1988-89 plans required agencies to address 29 objectives
for five main goals. In the 1990-91 plans, the division tried to
collect a range of current and future service and cost data on every
client in the service system. In contrast, the division's 1992-93
planning package requests the agencies to respond to ten key planning
issues and does not ask for any specific data.
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PLANNING (Continued)
Use of Regional Plans

Division staff indicate that the area agency biennial planning process
is valuable in itself because it helps build consensus for division
goals and objectives. In 1989, the division revised its rules to
require agency plans to show consistency with the division's mission
statement. Results from an LBA survey of the area agencies show that
10 of the 12 agencies rated as "high" their board's commitment to the
division's stated service mission. Although consensus on division
goals is important to ensure that all service providers are working in
the same direction, wider use of area agency plans after they have been
submitted to and approved by the division could increase their
effectiveness at the state level.

Various division memos and documents indicate that some of the
division's intended uses for the biennial plans in the past have been
to provide area agency input into the division biennial budget, to help
identify service priorities and formulate division plans for the
future, and to develop a database on client needs. However, the timing
and fiscal realities of the division-level budget process do not allow
area agency plans to have much impact, and agency plans do not always
include budgets. The division has not sumarized agency plans to
identify or project future needs statewide or to coordinate resources
to meet multi-regional needs. Also, division data processing problems,
among other factors, prevented the development of the planned client
database. According to staff of CDS, the goals presented in the
biennial plans are used in negotiating the agencies' annual contracts,
but the plans shape future services slowly through minor reallocations
of funds. It does not appear that division staff use the plans much
once they have been submitted.

The biennial planning process is also to help area agencies develop
plans for their regions. When surveyed on how the process meets
regional planning needs, most agencies rated it "somewhat useful."
Half of the agencies indicated they used their plans "occasionally"
after submitting them to the division, and five indicated they used
them "often."

The division plans to prepare a statewide summary report from the 1992-
93 agency plans. The division also intends to develop study groups
and engage in longer-term strategic planning around issues that receive
strong agency response. Successful implementation of these activities
would increase the effectiveness of the biennial plan process and
contribute to use of the plans by the division throughout the two-year
period rather than only occasionally.
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PLANNING (Contimued)
Key Planning Issues

All the key issues the division has defined for the 1992-93 plans are
important to the continued progress of the service system toward
individualized, normalized, services and supports that maximize
clients' choice and integration in their communities. However,
because of the immediate significance of certain issues, the division
should follow through on them regardless of the area agencies' plan
responses. Of particular importance is the issue of "improving
resource efficiencies" by developing methods to share resources among
area agencies and their subcontractors and among the regions. Division
staff cite examples of methods such as bulk supply purchasing, group or
self-insurance, sharing staff positions, and others. One way regions
could share resources to reduce expenditures is for family support
programs to purchase common items, such as adult diapers, in bulk to
obtain discounts. All area agencies and subcontracting agencies mnust
meet the same requirements for insurance and independent financial
audits. These are other areas for possible resource (or risk) sharing.
Another key issue is the growing need for development of effective and
appropriate program models and supports to serve the increasing aging
population with developmental disabilities.

OBSFRVATION 17: TLONG-TERM PLANNING

DMHDS does not have a current long-term, statewide, written plan for
achieving its goals and objectives and for carrying out its mission to
serve people with developmental disabilities. Such a plan could help
ensure efficient and effective use of available resources for service
provision, could articulate specific means by which the division
intends to work toward achieving its goals for service providers,
consumers, legislators, and the general public, and could provide
specific measures against which the division and others could assess
its progress.

RECOMMENDATTON:

With the closing of ILaconia Developmental Services, it is an
appropriate time for DMHDS to develop a long-term plan for a service
system without a primary institution for individuals with developmental
disabilities. The division should develop and keep updated a long-term
plan for statewide developmental services. The plan should detail
specific methods the division will employ over the next three to five
years to attain its goals and carry out its mission, and include
estimated service levels or other measures for assessing the service
system's progress. Goals from previous plans that remain valid but
have yet to be achieved should also be addressed.
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RECOMMENDATTON (Continued) :

Plan development should include input from other state agencies, such
as the Department of Education, other divisions within the Department
of Health and Human Services, and other service providers, such as area
agencies. To plan service levels as accurately as possible, the
division should consider developing methods to project expected
increases (or decreases) in clients seeking system services from
various sources and include such projections in its written plan.
Sources of new clients include births, students aging out of the
educational system, individuals living with aging families, and people
moving into the state.

AUDITEE RESPONSE:  (DMHDS)

The Division's long-term planning, well articulated over several years,
has been the development of a comprehensive, inclusive community system
that would be so inclusive as to preclude the need for institutional
services. As noted, the closing of Laconia Developmental Services on
January 31, 1991 does dictate a reflection and restatement of further
visions and directions. This new plan, called "New Decade - New
Direction," is in process and being transferred to pre-printing format.
This report meshes the philosophy of the mission statement with major
initiatives which the Division intends to support over the next several
years.

OBSERVATTON 18: TUSE OF REGIONAL PIANS

DMHDS has not used the past area agencies' biennial plans as
effectively as it could. Planned division activities related to the
1992-93 agency plans would increase their usefulness at a statewide
level.

In addition, RSA 171-A:18 currently provides that agencies shall submit
plans for division approval, but the division has no formal approval
process. Rule He-M 505 requires the biennial plans to include a budget
for implementing the planned services. This requirement duplicates the
annual contract budget requirements and is not necessary. The 1992-93
plan format does not request a budget from the agencies.

RECOMMENDATTON:

As planned, the division should prepare a summary of area agency
biennial plans and use it to identify priorities and project statewide
needs. Such a summary should be incorporated into a long-term,
systemwide division plan to ensure efficient and effective allocation
of resources. The division should also implement the planned study
groups to ensure broad input in developing specific goals and work
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PLANNING (Contimnued)

RECOMMENDATTON (Contimnued)

plans that address key planning areas. It should take immediate steps
to assist the area agencies and subcontracting agencies in planning and
implementing methods to realize resource efficiencies in the areas
already identified and explore other areas where intra- and inter-
regional efficiencies could be realized.

The division should also determine how it can make the most effective
use of the agencies' biennial plans after they have been submitted and
consider future revisions to the plan format or process that would
facilitate such use(s).

The division should develop and implement an approval process for plans
and plan amendments, or, if formal approval is inconsistent with the
intended use of the plans, it should take the necessary steps to have
the statute revised. The division should seek to either delete the
plan requirement for a budget or make it optional at the division's
discretion, to allow for future changes in format.

AUDITEE RESPONSE: (DMHDS)

This office disagrees somewhat with the recommendation with respect to
area agency biennial plans. The major reason for submission of
biennial plans and the construction of biennial plans is to insure that
the regions will be conducting a process for local individuals and
agencies to participate in a planned process to meet local needs. Area
agencies must relate these needs to their available resources and while
the Division 1is restricted in addressing statewide needs to the
allocations provided by the State Legislature, regions may, on their
own, continue to implement their plans, irrespective of funding by the
Division. It would appear that a summary of area agency biennial plans
would serve no useful purpose to the Division and would only tend to
make more administrative work at the State level.
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ARFA AGENCY REVENUES AND EXPENDITURES

With the closing of IDS, the division's main funding responsibility for
developmental services is to the area agencies. The graph on page 31
shows that in fiscal year 1990, the division's expenditures on
community services comprised 83 percent of its total developmental
services expenditures. RSA 171-A:18 provides that area agencies are to
be the primary recipients of funds dispensed by the division for
commnity-based services. (The division will continue to fund one
group home on the grounds of IDS that is not attached to an area agency
plus staffing costs for another group home.)

EXPENDITURES

Based on the required annual financial audits of the area agencies,
fiscal year 1990 agency expenditures totaled $59,217,605. This is a 21
percent increase over 1989's expenditures of $49,035,387 with a
corresponding 31% increase in clients served (from 5,914 to 7,754
duplicated count). Total area agency expenditures budgeted for fiscal
year 1991 are $66,709,529, a 13 percent increase over 1990 with an
increase in duplicated clients served from 7,754 to 7,983, or three
percent. Between 1985 and 1990, agency expenditures more than doubled
as more clients were placed in community settings.

Administrative Expenditures

The division requires area agencies to limit administrative expenses,
including such expenses for any subcontractors, to no more than 15
percent of their program costs. A review of the agencies' fiscal year
1991 budgets show that all but one agency meets the 15 percent limit
and that one agency exceeds it by only one percent. Statewide, area
agency and subcontractor administrative expenses total 12 percent of
program costs.

Program Expenditures

As shown by the graph on the following page, the most expensive type of
services are residential, which account for 52 percent of agencies'
budgeted expenditures in fiscal year 1991. The other major service
expense 1is for adult day programs, including day habilitation,
facility-based vocational programs, and supported and competitive
employment programs, which together total 23 percent of agency
expenditures in 1991.
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'Y 1991 CONTRACTED SERVICES

Total Expenditures = $66.7 Million

Residential
$35M 52.47%

Family Support
$2M 3.00%

Early Intervention \

$3M 4.50%

Case Management
#5.3M 7.95%
Adult Day
Admin. & Other $16.5M 23.24%

$5.9M 8.85%

Source: DMHDS 1991 Contract Data
amended for non—area agency expenditures

PER UNIT AND PER CLIENT COSTS

The average cost per unit of service increased from $55 in fiscal year
1989 to $58 in 1990. Based on contracted units and budgeted expenses,
the 1991 average unit cost 1is about $55. Unit costs reflect
expenditures for adult day services (day habilitation and all
vocational services except competitive employment), residential
services (except for independent living programs), and respite care.
The table on the following page shows that the most expensive services
in fiscal year 1991, by unit cost, are residential and the least
expensive are respite care.

Services expenditures measured by cost per unit can also be measured by

cost per client served. For services not measured in units -- case
management, early intervention, independent living, and family support
services -- cost per client is the only "unit" expenditure measure.

Cost per client is not as meaningful a measure as cost per unit because
it does not reflect the amount of services provided. Thus, if clients
begin receiving services toward the end of a year, they are counted
with the same weight as those who received services for the entire
year.

Based on duplicated client counts (a client that receives three types
of services is counted once in each service category), the average cost
per client for all services statewide dropped from about $8,300 in 1989
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ARFA AGFNCY REVENUES AND EXPENDITURES (Continued)

to $7,700 in 1990, but is expected to rise to $8,400 in fiscal year
1991. The table below lists fiscal year 1991 costs per client for each
type of service and the number of clients contracted to receive each
service. It shows that the services provided to large numbers of
clients also tend to be less expensive.

1991 ARFA AGRNCY AVERAGE (OSTS PER CLIENT AND SERVICE UNIT
AND TOTAL CLIENTS TO BE SERVED/UNITS TO BE PROVICED
BY SERVICE CATEBXRY

Cost Nurber Qost Nuboexr
Per Unit of Units* Per Client of Clients

Intermediate Care Facilities (ICFs) S 224 22,000 $83,712 60
Cormunity Residenoes $ 125 180,000 $39,907 564
Family Residences S 47 133,000 $19,251 325
Indeperdent Living Programs -_—_ S 5,126 237
Day Habilitation s 71 75,000 $14,906 355
Vocational Prograns S 47 220,000 $ 9,500 1,079

Early Intervention _— — $ 2,927 1,025
Case Managament e —_— S 2,665 1,984
Respite Care** $ 9 229,000 —_ —_

ly 8 (includes respite) — s 8m 2,415

* Units rouded to the nearest 1,000.

** Unit costs far respite care are based an total family sugport/respite oosts ard are
thus sarenwhat overstated.

Source: IBA carpatations kased an DMIDS 1991 aontract data amended far actual YID client
carnt ard adjustments for non-area agency experditures included in FY 91
aantracts.

UNIT AND CLIENT COST VARTANCES AMONG AREA AGENCIES

Regional variances in average costs per client and per unit are
decreasing for most types of services, based on the standard deviation
in actual unit/client costs for fiscal years 1989 and 1990, and
contracted costs in 1991. The only services for which variation among
regional averages has not consistently decreased during the past three
years are early intervention, family support, and case management.

Generally, high and low cost services vary significantly among the
regions over time, although some patterns exist. For example, from
1989 through 1991, one region had the lowest per client cost for case
management and the lowest unit cost for day habilitation programs every
year. Another region consistently had the highest per client cost for
early intervention programs. Several regions had the highest unit cost
for one service at the same time they had the lowest cost for another.
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ARFA AGENCY REVENUES AND EXPENDITURES (Continued)

Many factors contribute to variations in service unit costs among the
regions. Geographical differences can contribute to variation in staff
wages and housing costs. The mix of funding sources used can affect
unit costs because of requirements a funding source like Medicaid may
impose. 1In services with more fixed costs, such as sheltered workshops
or community residences, the size of the program (number of units
provided) may also be a factor. A few clients with high cost service
needs also can affect regions' average unit costs. Other factors
include program design and program effectiveness in achieving specific
goals or service outcomes. For example, when institutions provided
basically custodial care to clients, the costs per client of those
institutional services were significantly lower than the costs of
services designed to improve clients' skills.

UNIT COSTS AND QUATITY ASSURANCE MEASURES

To compare differences in unit costs and program effectiveness, we
reviewed service costs per unit or client against the division's
quality assurance compliance ratings, based on one cycle of area agency
site surveys conducted during fiscal years 1989 and 1990. (See
discussion of quality assurance site surveys, beginning at page 142.)
We used area agency audited expenditure data for fiscal years 1989 and
1990 and contract data for 1991, reviewing unit/client costs both for
the year in which the site survey rating was given and the following
year. We looked particularly for cases where a region showed both a
low site survey quality compliance rating and a high unit cost.

We found several instances in which regions with low quality compliance
ratings (below 45%) had above average unit costs, and in a couple
cases, the highest unit cost for that year. We also found several
instances in which regions with low-rated services had below average
unit costs. Some of the key results of this analysis are summarized on
the following page.

A review of the regions with the highest quality compliance ratings
also showed very mixed results in terms of per unit and per client cost
levels. Although in many cases, high (above 75%) quality compliance
ratings were found in conjunction with above average per unit/client
costs, there were several examples of regions with highly rated
services and below average costs. For example, the two regions with
the highest average quality ratings for employment programs both had
below average unit costs. One of the regions with a top quality
compliance rating for respite care services had unit costs right at the
statewide average and the following year had the lowest unit cost for
respite services.

This rough analysis seems to indicate that high cost programs do not
guarantee quality services and that, at least in some circumstances,
high quality programs can be developed with relatively low unit costs.
Although we used quality assurance compliance ratings as our measure of
quality, other measures could be used. In service categories that have
relatively well-developed and measured service outcomes, such as
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CCOMPARTSON CF ARFA AGENCY UNIT QOSTS TO QUALITY ASSURANCE STTE SURVEY CCMPLIANCE RATINGS

FISCAL YEARS 1989 & 1990 ARFA PGENCTES' QOST PER UNIT CR CLIENT QOMPRRED
SITE SIRVEY QOMPLIANCE TO THE STATFWIDE AVERAGE COST PER UNIT/CLIENT:
RATINGS FCR SEIECTED AGENCIES
WITH HIGH AND ION RATINGS * IN YEAR RATTNG DONE IN YFAR AFTER RATING
Case Manacpment
(high- 100% Belaw Below
rated 8% RAoove Highest
agercies) 8% Below Aoove
AVERPGE, COMPLIANCE 53%
4% Below Roove
(low- 20% Lowest Iowest
rated 2% Below Roove
agErcies) *® Highest Aoove
Day Fobilitati
(No agencies rated above 75%)
AVERFGE, CCMPLIANCE 53%
440 Aoove Highest
(1ow) 41% Aoove Poove
38 Below Below
22% Below Below
Gomnity Residenoes
(high) 8% Boove Boove
AVERAGE CCMPLIANCE 64%
(1ow) 4% Iowest Lowest
Respite Gare
100% Averace Lowest
(high) 100% Roove Highest
100% Aoove Aoove
AVEREGE, CMPLIANCE 7%
(No agencies rated below 45%)
Vooational Servigest*
(high) 9% Below Below
88% Below Below
AVERAGE CCMPLIANCE 61%
41% Below Lowest
(low) 4% Aoove Below

* High-rated agencies reparbed are those with ratings above 75% carpliance.  Iowrated agencies
**  Vocatiomal Services rakings based an an average of ratings for supoorted enployment sexvices ard
adult day/ wark activities prograns.

Sources: IMIS quality assurance data, ard IBA axpatations based an IMDS program data ard financial audit
reparts of area agencies.
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vocational programs, outcome measures can and should be used to analyze
variances in per unit and per client costs among regions and among
specific programs within a region. For example, average number of job
placements or average hours worked in an integrated enviromment for
supported employment or facility-based vocational programs could be
compared to the unit costs for those programs.

DIVISTON COST CONTROLS

Staff of Community Developmental Services (CDS) indicate that as part
of the annual contracting process, they identify area agencies and
subcontractors that have particularly high (or low) service unit or
client costs. They try to determine how those costs could be reduced
or, if they are low, whether certain program characteristics could be
encouraged in other regions.

CDS has not set standardized unit costs as a goal for area agency
services. Instead it seeks to control and contain costs through review
of high and low cost "outlyers" and systemwide service revisions.
Examples of this latter method of cost contaimment include the
division's replacement of institutional services with 1less costly
community-based services and emphasis on family residence service
models over more expensive community residence models. In addition to
efforts to control costs overall, the division has successfully
controlled the state's portion of total developmental services costs,
primarily through increasing use of Medicaid waiver funding. (The
following section on revenues, beginning on page 130, discusses the
state's role in funding services in more detail.)

Use of Quality and Outcome Measures in Budgeting for Area Agencies

CDS reviews all quality assurance site survey reports and monitors
agencies' compliance with corrective action plans. However, CDS does
not systematically use quality assurance survey results when analyzing
and negotiating agencies' contract budgets. Service outcome measures
also do not appear to be reviewed systematically for budgeting
purposes.

Staff indicate that if they identify problems with the quality or
effectiveness of certain programs in a region, they may delay a portion
of an agency's contracted funds until acceptable changes are made in
the programs. However, these actions are not documented in a way that
allowed us to review either the conditions that triggered the actions
or the resulting changes in service quality, outcomes, or unit costs.
CDS did indicate that in some years, it had developed specific program
changes to negotiate in the contracting process but had not done so for
contract year 1992 because of the staff work required to close Laconia
Developmental Services. Staff suggested that one problem with linking
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quality assurance site survey results to service unit costs and agency
budgets was that quality assurance survey results do not necessarily
correspond to the program problems CDS has identified.

CDS should continue its review of regions with especially high or low
service costs per unit and client, but do so in conjunction with
available quality assurance and service outcome data. Strong efforts
should be made to identify the special characteristics of high quality
programs with low unit costs and promote them when applicable to other
regions. Similarly, programs with high unit costs and poor quality
compliance ratings from site surveys should be studied to determine the
contributing factors and whether quality assurance corrective actions
need to be linked to revisions in agency budgets and funding. CDS and
the Office of Evaluation and Quality Assurance (OBEQA) should work
together to ensure consensus on the factors important to service
quality and their review.

Draft copies of a planned division activity report indicate attempts at
more systematic analysis of quality assurance results and unit costs.
The draft report indicates a potential comparison of individual program
unit costs and quality assurance compliance ratings. Although as of
March 1990, CDS and OEQA had not moved beyond preliminary steps for
planning such comparative analysis, the report indicates division
interest in exploring relationships between costs and quality.

REVENUES

In fiscal year 1990, total revenues received by the area agencies to
serve eligible individuals were $60,821,872. By far, the two largest
sources of revenue for the agencies are the division's annual contract,
which provided $21.4 million or 35 percent of total revenues in 1990,
and Medicaid reimbursements, which provided another $34.3 million or 56
percent of total revenues. Because Medicaid reimbursements are funded
jointly by the federal and state governments, the state is actually the
single largest source of agency funding. Combined state and federal
funding of area agencies totalled 92 percent of revenues. Other
sources of funding for the agencies include client fees (board and care
fees paid from public assistance benefits, private insurance coverage,
and direct fees), cash and in-kind donations, and in some regions,
local or county govermments.

Changes in Funding Sources Over Time
Although total area agency revenues have increased 108 percent between
fiscal years 1985 and 1990, the state's total funding, including its

portion of Medicaid reimbursement, has increased only 89 percent.
During the same period, federal funding increased 191 percent. Client
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fees have also increased faster than total revenues at 174 percent.
Local govermment revenues increased 96 percent from 1985 through 1988,
but then began declining, resulting in a net increase of only 22
percent over the past five years. All other revenues together
increased 178 percent during the same period.

The division's contracts with area agencies have increased in dollar
amounts for all but two of the past seven years, but have shrunk as a
percentage of total revenues each vyear. As the graph below
illustrates, the division contracts accounted for 59 percent of
agencies' budgets in fiscal year 1985 but declined to 35 percent by
1990. Division contract funds will only account for 31 percent of
agency revenues in fiscal year 1991, based on contract budget data.

REVENUE SOURCES FOR ALL AREA AGENCIES

Percent of Total Funding

40%

30%

20% —

10%

1985 1986 1987 198 1989 1990

Fiscal Years

B orner XNV starte Mepicarp [0 FeEpErRaL  EEE cDS CONTRACT

Source: Area Agency Financial Audit
Reports, Statements of Functional
Revenues.

Total Medicaid (state and federal) funding has increased from 35
percent of total agency revenues in 1985 to 56 percent in 1990. The
state has had to increase its share, or match, of Medicaid funding over
this period. In 1985, New Hampshire contributed only about 41 percent
to the federal govermment's 59 percent share of Medicaid funding. By
1986, the state's portion increased to 45 percent and then to 50
percent in 1988, where it has remained. Given the total increase in
Medicaid funding of developmental services and the state's increasing
Medicaid match, it is even more significant that the division has
continued reducing total state funding as a percent of agency budgets-
- from 73 percent in fiscal year 1985 to about 64 percent in 1990.
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ARFA AGFNCY REVENUES AND EXPENDITURES (Contimued)
Funding Sources by Service Category

Services differ widely in funding sources, primarily because Medicaid
reimbursement is not available or very limited for some services. In
fiscal year 1990, 89 percent of funding for intermediate care
facilities (ICFs) came from Medicaid and none from division contract
funds. In contrast, less than one percent of the funding for early
intervention services came from Medicaid, and the division's contract
with area agencies accounted for 95 percent. The graph below shows the
percentage of total state funding in fiscal year 1990 for each service
category, and the portions of funds from Medicaid and the division's
contracts.

AREA AGENCY SERVICES
STATE REVENUES AS A PERCENT OF
TOTAL REVENUES — FISCAL YEAR 1990
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Medicaid Funding

Most of the percentage decrease in the state's funding for area
agencies is attributable to the division's aggressive pursuit of
reimbursements under Medicaid's Home and Community-Based Services
Waiver program. New Hampshire first applied for a waiver in 1983 and
received a five-year renewal of its waiver program in 1986. To receive
waiver approval, a state must basically show that its services in the
commnity are cheaper than those provided in intermediate care
facilities, and that they are provided only to clients who would
require ICF services if community services did not exist.

Before the development of the waiver, Medicaid reimbursements for
developmental services were only available if the services were
provided in an ICF. Laconia Developmental Services, like many other
large public institutions for the developmentally disabled, was an ICF.
While many states still operate large ICFs, New Hampshire has only
eight ICFs, and all are relatively small (under 12 beds). These
continue to be funded under the standard, non-waiver Medicaid program.

As reported in the 1990 The State of the States in Developmental
Disabilities, 36 states participated in the community waiver program in
1988. Of those, New Hampshire ranked eighth in total federal waiver
expenditures. Ratios of clients served in the community under the
Medicaid waiver to clients served in state institutions (most of which
receive some Medicaid funding) show that New Hampshire ranks first in
using Medicaid to fund community alternatives to state institutions.

Area agencies receive Medicaid revenues on a reimbursement basis, at a
standard rate for approved services to Medicaid-eligible clients.
Because of Medicaid's importance as a funding source, the division has
developed a comprehensive computerized database for projecting Medicaid
revenues by individual client. The amount of reimbursement depends on
the characteristics of the clients enrolled and of the specific

programs.

The Medicaid waiver covers only 34 percent of all clients receiving
services, but covers a large percentage of the clients who receive the
more expensive services, such as residential and day habilitation. 1In
fiscal year 1991, area agencies expected to receive waiver funds for at
least 90 percent of all clients receiving family and community
residential services, 87 percent receiving day habilitation, and 54
percent receiving case management. The waiver covers some clients in
facility-based vocational and supported employment services, but does
not cover competitive employment or family support services, and covers
a very limited number of clients in early intervention and independent
living programs.
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Despite its success in using the Medicaid waiver program to shift an
increasing percentage of developmental services funding from the state
to the federal govermment, the division recognizes the drawbacks of
significant reliance on Medicaid funding. Medicaid requires detailed
client monitoring and reporting by the area agencies. Since Medicaid
reimburses for actual services provided, an empty bed in a residential
service due to a client's family vacation or the failure of a client to
attend a day program due to illness, means lost revenues to service
providers, although their costs are likely to remain the same. Because
Medicaid is primarily a medical program, its rules do not always mesh
well with developmental services treatment philosophy, which is based
on natural community supports rather than medical treatments.

These characteristics of Medicaid funding provide incentives for area
agencies and their subcontractors to maintain maximum enrollment in
their programs, but can prove to be disincentives for a flexible
service system that meets clients needs and fosters the most natural
environment for clients. In fact, the services that are on the
"cutting edge" in terms of supporting clients and meeting their needs
in the most natural, commnity-integrated settings -- competitive
employment, independent living, and family support services -- are
generally not covered by Medicaid.

Division Funding

The division considers itself the "fundor of last resort." Basically
this means that the division expects area agencies to seek revenues
from all other sources first. The division then funds the difference
between agencies' other revenues and expected costs. Regional
variations in funding levels are due to variations in unit costs and
variations in agencies' funding from other sources. Thus, two regions
may have the same unit cost for a particular service, but if one region
obtains more revenues from local government, donations, or client fees,
it will receive lower funding per service unit from the division. DS
staff indicate that it has set specific goals in some service areas for
the level of outside revenues it expects agencies to generate.

Revenue sources other than the division and Medicaid are very limited
for developmental services. Unlike mental health services, for
example, private insurance is generally not available because
developmental disabilities are usually considered to be "pre-existing
conditions" and not eligible for coverage.

Area Agencies View of the Funding Process

In response to an IBA survey, ten of the 12 area agencies reported that
the current division contracting process provides incentives for them
to develop, refine, or maintain more cost-effective service models.
Two of those ten agencies specified that the process provided
incentives where division dollars were concerned but not Medicaid
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dollars. Asked what one change they would like to make in the
division's contract administration, four of the nine agencies
responding cited a wish for more flexibility through less dependence
on Medicaid funding. Choosing from a list of four factors, at least
half of the 12 agencies responded that the number of clients and
service units to be provided, actual program costs, and specific
outcome measures were the three most significant (in that order) in
determining the amount of division funding for their services.

Client Fees

In fiscal year 1990, client fees provided area agencies just under four
percent of their total revenues -- more than in any of the previous
five years. Among individual regions, client fees as a percent of
total revenues ranged from zero to nine percent. Residential programs
(except ICF-MRs) had the highest ratio of client fees to total revenues
in 1990, from 5 to 12 percent. These fees are primarily board and care
fees, paid to the residential service providers at a set rate from
clients' public assistance benefits, such as Supplemental Security
Income (SSI).

Non-residential services that receive more than one percent of their
revenues from client fees are early intervention (3%) and respite care
(2%). Division rule He-M 513 covering respite services specifically
requires area agencies to set and charge fees based on a sliding scale.
In the past, the division has had an informal policy to collect fees
for early intervention services, but a proposed revision of rule He-M
510 would require that parents be billed on a sliding fee scale.

The division's authority to collect fees from clients for services
provided is unclear, and some attempts to collect fees have been
unsuccessful due to conflicting statutory language. Few clients
generally have the resources to contribute to the cost of the services
they receive, with the exception of those who must pay a portion of
their public assistance funds for board and care. However, clients may
receive an inheritance, for example, that makes them ineligible for
Medicaid reimbursement and leaves the area agency unable to charge the
client and unable to cover its costs without taking funds from
somewhere else (such as serving someone on the waiting list), but still
obligated to serve the client.

RSA 126-A:51 gives the state authority to recover care and treatment
expenses for any residents of specified state institutions (New
Hampshire Hospital, Laconia Developmental Services, and others) as well
as from any resident at a public or private institution, or otherwise
at the direction of the Commissioner of Health and Human Services, from
those residents with the ability to pay. In fiscal year 1988, the
comnissioner formally adopted a policy stating that persons receiving
services from Community Developmental Services through the area
agencies could be charged for services based on ability to pay.
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However, RSA 171-A, the general statute relating to developmental
services, provides that, "Every developmentally disabled client has a
right to adequate and humane habilitation and treatment . . .." It is
unclear whether the state can require a client with adequate resources
to pay for those services to which he or she has a "right." Even when
an area agency does bill clients with ability to pay for services, if a
client refuses to pay, the area agency or its subcontractors cannot
withdraw services unless the client meets one of three criteria stated
in RSA 171-A:8. Those criteria are:

e service termination is in the best interest of the client,
e the client can function independently without such services, or
e the client has received optimal benefit from the services.

According to division staff, charging and collecting fees for early
intervention and respite care services have not been a problem because
these two programs have a history of charging fees and because they
primarily serve children, and parents accept responsibility for the
costs of services for their children.

OBSERVATTION 19: QUALITY AND OUTOOME MEASURES IN FUNDING

Community Developmental Services (CDS) has not used data from quality
assurance site surveys and service outcome measures systematically in
its contract negotiating and funding process. Although CDS identifies
and examines high cost programs and individual client services provided
by the area agencies and their subcontractors, it has not regularly
tied its analysis of high and low cost programs to quality assurance
ratings and service outcomes. As a result, DMHDS may be missing some
opportunities to further maximize its use of resources for cost-
effective services. Although we have noted several factors other than
quality that may affect service cost variances, the division should
include quality measures in its continuing cost analyses to ensure
identification of programs that do not appear cost effective. Once
identified, such programs can be further analyzed for other factors
that may contribute to their cost.

CDS and the Office of Evaluation and Quality Assurance have made
preliminary efforts to compile data comparing individual programs' unit
and client costs to quality compliance ratings. These efforts should
be developed and maintained as part of an ongoing, systematic analysis
of program costs and division funding levels in relation to program
quality and outcomes.
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We recognize the division's efforts to lower costs on a systemwide
level through such recent decisions as the closing of Iaconia
Developmental Services and emphasizing family residence models in place
of more costly community residence models. To ensure maximum division
funding for programs that are both efficient and effective, and reduced
funding for high cost programs that are not effective, CDS should
continue to review programs with significantly above or below average
unit costs. However, it should 1link such cost review with analysis of
quality assurance ratings and service outcome measures (which may need
to be further developed in some cases) on a systematic, regular basis.
If quality assurance ratings do not define or relate to quality factors
that CDS is concerned with, the CDS and Quality Assurance units should
work together to develop more meaningful measures or refine existing
measures.

AUDITEE RESPONSE: (DMHDS)

We do not agree that cost and quality are necessarily related. High
cost programs are often dictated by the extreme needs of individuals.
These needs may be disruptive and difficult making the program less
than optimum with respect to outcomes. All programs must be
individually reviewed from the standpoint of who is served and what is
the program offered before judgments can be made about costs and
effectiveness.

CDS continually reviews levels of funding based on individual client
need and has attempted to directly correlate existing quality assurance
ratings as a means to provide incentives in order to maximize outcomes
of services provided. Existing quality assurance outcomes, because
they are standard-related, do not always provide for appropriate
qualitative outcomes. CDS and E&A will continue to work together to
develop more meaningful measures of program quality and service
outcomes, as well as continue to review funding levels so that they
reflect parity among regions and appropriateness for clients.

OBSERVATION 20: CLIENT FEES

RSAs 126-A:51 and 171-A are not clear on DMHDS's authority to charge
and collect fees for services provided to clients with the ability to
pay, and specifically on what recourse is available if clients legally
billed for services refuse to pay.
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RECOMMENDATTON:

Although few adult clients served in the state's primary day and
residential programs are able to pay fees toward the cost of their
services, confusion over the division's authority to bill and collect
charges for clients' costs of care has occurred. To avoid further
confusion and to ensure that all clients in comparable situations are
treated fairly, the division should take the necessary steps to have
RSA 171-A or RSA 126-A revised. The statutes should clarify the
state's authority to charge and collect fees for commnity
developmental services for clients ineligible for Medicaid who have the
resources to contribute to their cost of care, on a sliding fee scale.

AUDITEE RESPONSE: (DMHDS)

This issue has constituted a very minor problem over the years. The
majority of adults with developmental disabilities are nearly all
eligible for SSI and Medicaid due to their extremely limited income.
Only three cases in the past eight years are known where individuals
have inherited sums from their parents sufficient to make them
ineligible for Medicaid and thus increasing their cost of care. To
avoid these problems in the future, the Division will request the
legislature to more clearly impose upon clients in the developmental
services system the responsibility, based upon financial capacity, to
pay for services rendered.

CONTRACTING

RSA 171-A:18 allows the division director, with the approval of the
Commissioner of Health and Human Services, to contract with, make
grants to, or otherwise make funds available to each area agency for
developmental services and programs. The division uses annual service
contracts to fund agency services. The law also provides that with
director approval, an area agency may enter into subcontracts with
individuals or organizations for the expenditure of portions of such
funds on programs and services. (See pages 203 - 206 for a discussion
of subcontracted services.) An estimated 85 subcontracted
organizations provide services in addition to the 12 area agencies.

Division contracts with area agencies specify a total price limitation
which the agencies cannot exceed. The contracted price limit does not
include all state funds appropriated for developmental services. The
state's portion of Medicaid funding, a significant part of area
agencies' budgets, is not part of the price limitation. (Funding
sources are discussed in further detail beginning on page 130.)
Generally, the price limitation, excluding any capital or development
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funds, is divided into 12 equal portions and paid to the agencies at
the beginning of each month. However, the division's first payment of
the fiscal year may cover two months to compensate for the lag time in
contract approvals and to set up adequate cash flow for the agencies.

The contract includes "scope of services" sheets for all program
categories. These sheets specify the name of each service provider and
detail the total enrollment or number of clients to be served, the
average daily attendance expected, and number of service units to be
provided. In some program categories, additional information on
service outcome measures is provided. (See further discussion of these
measures beginning on page 155.)

The contract also includes a variety of provisions to protect the
state's interest in assets purchased with state funds and to protect
state and agency liability. Related to assets, the contract provides
that agencies cannot lease or purchase real property with state funds
without written permission, cannot obligate the state in the purchase
or renovation of a commnity residence without a state site visit,
cannot purchase personal property with more than $1,500 of state funds
without written permission, and cannot sell, lease, donate, or
otherwise dispose of any property purchased with state funds without
prior written permission of the state.

The contract also requires agencies to maintain comprehensive general
liability insurance to cover at least $250,000 per claim and $2 million
per incident, plus fire and extended property coverage, tenant's or
homeowner's coverage for all housing programs, fidelity bonds for all
employees with access to state funds, statutory worker's compensation
and employees' liability, and professional malpractice insurance. The
contract provides that the area agencies shall hold the state harmless
against any claims, liabilities, or penalties assessed against the
state based on or resulting from acts or omissions of the agencies. An
agency remains liable for any damages sustained or incurred by the
state as a result of the agency's breach of contract. Generally, all
provisions of the division's contract with the area agencies also apply
to any agency subcontractors. The agencies remain solely responsible
for the performance of agency responsibilities by any subcontractor.

The contracts provide several remedies if agencies do not comply with
contract provisions. Contract non-compliance or "events of default"
include the agencies' failure to perform services satisfactorily or on
schedule during the contract term, failure to submit any report or
comply with recordkeeping requirements, failure to expend funds as
provided in the contract, failure to correct or justify deficiencies
noted in quality assurance site survey reports or material findings
noted in a state financial review, and others.
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The division can reduce the contract price limitation if either the
number of clients enrolled, the average daily attendance, or the units
of service provided (depending on the type of program) fall more than
ten percent below the levels specified in the contract. The division
can also delay all or part of a monthly contract payment until an
agency submits required reports or corrective action plans for material
findings noted in state financial reviews. The contract also provides
that the division shall withhold all or part of any contract payment if
routine state monitoring, quality assurance site surveys, or state
financial reviews find corrective actions from previous surveys or
reviews have not been implemented to the state's satisfaction. The
contract includes other remedies the division may take if agencies do
not comply with the contract:

e written notice specifying the event and requiring its remedy,

e suspending all contract payments until the default is corrected
and non-payment of funds that the agency would have received
during the default period,

e applying any damages the state suffers due to the default against
the contract payments,

e reducing or eliminating certain funded services and withholding
any funds related to the provision of those services, and

e pursuing legal remedies for breach of contract.

Division staff indicates that these remedies are last resorts and that
problems are usually resolved without such sanctions. (See further
discussion of corrective actions beginning on page 148.)

OBSERVATION 21: PERFECTION OF STATE'S SECURITY INTEREST

DMHDS has not taken adequate steps to ensure that state security
interests in real and personal property purchased by area agencies or
their subcontractors with state funds are perfected. Sections 20.2.5
and 20.2.6 of the standard division contract require that when an area
agency or an approved subcontractor uses $5,000 or more of state funds
to purchase real property or $1,500 or more of state funds to purchase
personal property, the purchasers will execute and record either a
mortgage for real property or a financing statement for personal
property, giving the state a security interest.

These contract provisions constitute the "security agreement" which
creates the state's security interest. For the state to maximize its
claim on state-funded property in case the contract is terminated, the
state must "perfect" its security interest. A security interest in
real property is perfected when a mortgage is recorded in the
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OBSERVATTION (Contimued):

appropriate registry of deeds. A security interest in personal
property is perfected when a financing statement is filed with the
appropriate town or city clerk and Secretary of State.

The division does not maintain accurate and up-to-date records of area
agency and subcontractor real and personal property transactions that
require a state security interest. Thus, the division cannot readily
identify the state's interests in qualifying properties, nor can it
ensure that agencies and subcontractors are perfecting the state's
interest, as required by the contract.

RECOMMENDATTON:

DMHDS should maintain accurate and up-to-date records of real and
personal property transactions made by area agencies and their
subcontractors that qualify for state security interest. Based on
those records, the division should ensure that all state security
interests are perfected, as required by contract provisions.

AUDITEE RESPONSE: (DMHDS)

DMHDS will bring its records of real and personal property transactions
up to date and will insure that New Hampshire's interests in all real
and personal property are perfected.

OBSERVATTION 22: TINDEMNIFICATION

DMHDS has not taken adequate steps to ensure that the state has been
properly indemnified by area agencies or their subcontractors. Section
13 of the division's contract provides, in part, that the area agency
"shall defend, indemnify and hold harmless the State . . ." from losses
resulting from acts or omissions of the area agency. Indemnity or hold
harmless agreements are used to transfer the ultimate financial
responsibility for a given contingency to another party. Those who are
attempting to transfer risk through hold harmless provisions need to be
certain that the party assuming the liability under the contract is
capable of responding through insurance or other financial means if
loss occurs. In the event the other party is not able to respond
financially to the loss, the transferor must be able to cover the loss.

The division does not maintain accurate and up-to-date records of area
agencies' insurance coverage. Without such records, it could be very
difficult for the division to readily identify the state's potential
loss exposure and to take immediate steps to minimize or eliminate such
exposure.
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RECOMMENDATTON:

The division should maintain accurate and up-to-date records on area
agencies' insurance coverage. This can be done simply by requiring a
certificate of insurance from the agencies' insurers. The certificate
should list the State of New Hampshire as the certificate holder,
adequately describe the type of insurance in effect, including
liability limits, and provide notice of cancellation to the state at
least 60 days before coverage expires.

AUDITEE. RESPONSE:  (DMHDS)

DMHDS will insure that copies of insurance coverage are attached to the
contracts when they are processed and that a letter will be sent to all
area agencies advising them to include the State of New Hampshire as a
certificate holder and provide for notice of cancellation.

QUALITY ASSURANCE

The following section describes and evaluates the activities of the
division's Office of Evaluation and Quality Assurance (OEQA) in its
effort to assess the performance of the twelve area agencies.
Determining whether programs comply with standards established in
administrative rules is a well-developed and well-executed activity of
the division.

The OEQA comprises three sections: two that monitor mental health and
developmental services programs, respectively, and a third that
certifies community residences and day habilitation programs. The OEQA
has also recently incorporated some procedures related to the effects
or outcome of services on clients. (Outcome measures are discussed in
more detail beginning on page 155 of this report.)

QUALITY ASSURANCE MONITORTNG PROTOCOL

To monitor area agency compliance with standards, the division employs
a monitoring tool used during on-site surveys of each area agency done
about 18 months apart. The site survey is an extensive review of area
agency policies and procedures and includes some review of the outcome
of services and provider activities that encourage positive outcomes.
The standards address staff qualifications, ISP content, timelines and
scheduling, record keeping, and client rights notification as well as,
to some degree, integrated work, community participation,
relationships, choice, and respect.
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Based primarily on administrative rules, The Developmental Services
Monitoring Protocol delineates the methods by which quality assurance
staff conduct the surveys. The document covers pre-site planning and
questionnaires, survey organization, scheduling and implementation
through to exit conferences, report writing and corrective action.

Except for family support, internal quality assurance, and early
intervention, for which draft standards or no formal standards exist,
(see page 146) site surveys concentrate on the following areas: case
management, client rights, client records, medication administration,
staff training and development, day habilitation, adult day/work
activities (including supported employment), community residences and
respite care.

The case management survey section was specially designed, with the
help of area agencies, to address whether case management efforts
foster client progress and achievements. This section also includes a
client tracking process in which specific client information is
collected on a sample of clients from individual service plans, other
records, direct observations of clients in their day program and
residential settings, client interviews, and meetings with families and
provider staff. This process is used to assess the effectiveness of
individual clients' services prescribed by their ISPs. A separate
section concerning residential services was designed to measure the
appropriateness of those services for clients in addition to checking
compliance.

The survey section for case management requires quality assurance staff
to determine how well case managers facilitate services that increase
clients' access to the community and to varied roles within it,
capacity for personal decisions, competence to experience a life of
higher quality, and number and quality of relationships with the non-
disabled. In addition to support of clients and advocacy for
appropriate services, the section is also designed to assess client
conference preparation and process, monitoring of ISP implementation,
and administrative support. Other survey areas employ similar key
evaluation factors.

SITE SURVEYS RATINGS & COVERAGE

Recent quality assurance site survey reports and division summaries for
1987 through 1990 have identified consistent weaknesses in some area
agency services, such as case management, client records and client
rights. Despite a well-conceived, effectively implemented OEQA site
survey process, some area agencies continue to be deficient in these

areas. The division cites several reasons for the continued low
ratings. Division staff apply greater scrutiny in survey areas that
affect the provision of services overall. Case management, client

rights and client records are three such areas.
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The division also adds stress to areas in which particular agencies are
improving, grading them harder than in previous cycles. Stress is also
added in areas that have presented chronic problems for an area agency.
Finally, some survey areas tend to be more technical by nature. 1In
evaluating them, the number or quality of deficiencies cited may
overstate the apparent seriousness of citations because of a heavy
focus on administrative requirements and documentation required by the
standards.

Case management, client rights and client records are areas central to,
and indicative of, effective developmental services for all area
agencies. These areas are also the three lowest rated survey areas for
fiscal years 1989 and 1990. Division data for those years show that
while several regions have reached compliance levels of 80 percent and
above in case management and client rights, other regions comply at
rates of zero to 20 percent.

Division concerns over these three areas include the failure of some
area agencies and providers to develop appropriately challenging but
attainable ISP objectives, client advocacy and the client-centered
conference process. The division also cites client records areas such
as ISP writing and monitoring, poor or absent progress notation,
current client assessments and delays in recording client performance
data.

The chart on page 145 shows full compliance as it profiles model and
acceptable ratings only. The chart shows how the twelve area agencies
are striving to attain excellence in services. Therefore, if an area
agency is rated at 20% of full compliance in case management, the
remaining 80% falls within either the concern and/or deficiency
categories; concern indicating partial compliance and deficiency
meaning out of compliance.

As shown on the following page, area agencies are improving in program
areas such as supported employment, medication administration and staff
development. Also evident from a review of site survey reports, each
area agency has particular strengths and problem areas that receive
special attention.
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OUALITY ASSURANCE COMPLIANCE RATTNG OF ARFA AGFNCIES
FY 87-88 & FY 89-90 — Site Surveys

PERCENT OF FULL COMPLIANCE *

Poor Excellent
0-19% 20-39% 40-59% 60-79% 80-100%

SURVEY ARFAS
Case Management FY 90| X XX X XXXX XXX

88| XX X X XXX
Client Records FY 90 XXX KKK D:9:9.¢

88| XX KX XX XXX
Client Rights FY 90 XXXXX XX XXX X

88| XXXXX XXX X XX
Comm. Residence FY 90 XXXX XXXXX X

88 X XXXXX XXXX X
Enhanced Fam.Care FY 90 X XX XX XXXXKXX

88 XX XXXX
Respite Care FY 90 X XX D;0:0:0.6:0.0.0.4

88 X XX XX
Day Habilitation FY 90 XX XXXXX XXXXX

88 XX XXXXX XXXXX
Adult Day FY 90 XXX XX XXX

88 XXX XX KKXXX X
Supported Empl. FY 90 XX KKK XX

88 XX KKKXX X
Medication Admin. FY 90 XXKXX XXX

88 X XX XX
Staff Development FY 90 X XX P:9:0:0:0:9.9.9:4

88 X XX X XX XXX
Quality Assurance FY 90| X X X X XXXX

88 XXXXXX X XXXX
Early Intervention FY 90 XX X

88 X XXXXX

Area agency

Full compliance constitutes ratings in the division's two highest QA categories:
model programs and acceptable programs. The above data do not include partial
compliance data.

* X
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Quality assurance surveys also cover program areas without
administrative rule-based standards, but with other criteria specific
to these areas. For example, the internal quality assurance efforts of
area agencies have been reviewed and rated during site surveys over the
last several years based on written documentation and plans, program
integration, monitoring and corrective actions, but the basis of the
review is not standards established in rules.

OBSERVATION 23: TIACK OF QUALITY ASSURANCE STANDARD

Administrative rule He-M 505.03(k) (7) requires area agencies to have
internal quality assurance programs, and they are a factor in the
division's redesignation process. However, DMHDS has no plans to
develop standards for such programs in the near future. Internal
quality assurance efforts need development. Without formal standards
for quality assurance, there is potential for inconsistency among area
agencies as opportunities for on-going complementary quality assurance
are reduced.

Fiscal year 1990 quality assurance compliance ratings show four
regions at 100 percent compliance with existing informal guidelines and
one at 60 percent. Three regions are well below compliance levels
(40%, 20% and 0%). Two lack a quality assurance program and two area
agency programs are in the beginning stages of development. Our survey
of area agencies indicates that the majority of area agencies (7) rate
their quality assurance programs as still developing. Five area
agencies indicate their quality assurance systems have developed to a
satisfactory degree.

RECOMMENDATTON:

The division should, with the help of area agencies, develop formal
standards established in administrative rules on internal means of
assuring area agency service quality. The development of formal
standards does not preclude the division from providing help to regions
through consultation and technical assistance, as it has done over the
last five years. The division could allow a grace period of one to two
years before measuring compliance against the standards, recognizing
the challenge of the undertaking.

Strong local quality assurance efforts could relieve the multi-faceted
OEQA of long and repeated visits to the regions and allow more focused
analyses in other areas. As originally planned, OEQA should encourage
area agencies to develop QA programs comprised, in part, of local
volunteers and parent teams from the local community to assist in
assuring quality.
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RECOMMENDATTON (Contimued):

Presently, division quality assurance directs the Quality Assurance
Network, a group comprised of staff from division quality assurance,
Community Developmental Services, and area agencies who explore the
development of quality assurance at the regional level. Not all area
agencies consistently send representatives to the quarterly meetings
and at this time there is no committee chair. The division should
continue its involvement in the network and should encourage greater
area agency participation.

AUDITEE RESPONSE: (DMHDS)

The Division's philosophy has been to provide consultation and
technical assistance to area agencies in developing their own internal
quality assurance programs rather than to prescribe formal standards.
Although there is more work to be done, all regions have fully
functioning programs; this is viewed as a maturation process and much
progress has been made. Discussions are ongoing regarding
decentralizing quality assurance monitoring functions which was pilot
tested in Region XI this year.

The Quality Assurance Network has experienced much greater
participation by area agencies during the past six months with eleven
area agencies sending representatives. The Network has always been
hosted by the Quality Assurance Office with the director (or designee)
as the chair. While this has shifted as staff have, it has never been
without a committee chair. We now see this as a very viable and
empowered group with whom we will continue to work cooperatively.

PROGRAM CERTTFTICATTON

The division certifies community residences and day habilitation
programs providing services for persons with developmental
disabilities. The division acquired the responsibility of residential
certification from the Division of Public Health in 1988, and since
then, has effectively administered the program. The success of the
program is seen in increased compliance levels developed from data
maintained by the division.

Providers of community residences with four or more beds have improved
their level of compliance with division standards while providers of
residences with three and fewer beds have experienced less improvement.
Nineteen of the 114 four or more-bed homes inspected in 1990 (16%) were
in compliance, with 4 regions in 100 percent compliance. In 1989,
three homes (4 or more beds) out of 70 (4%) were in full compliance;
Certification data for fiscal year 1990 shows an 11 percent increase in
compliance over the previous year.
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Since the Division of Public Health gave over the task of residential
certification, the number of residences requiring inspection has risen
from nearly 200 in 1988 to over 500 in 1990, as more individuals left
institutional settings for integrated community placements. There has
been both a dramatic rise in the number of homes inspected overall and
in the number of homes with three beds or less. In the first year of
reviews done by the division in 1988, staff were responsible for
inspecting 259 homes. In fiscal year 1990, the division was
responsible for 412 homes of three beds or less.

Also in fiscal year 1990, 103 homes (three beds or less) closed, four
of which were decertified by the division or an area agency for failure
to comply. Decertification is the process by which the division
removes its approval of a residence providing care to disabled clients.

The dramatic increase in the number of homes closed is noted in
statistics for homes with three or fewer beds as 25 homes closed in
1989 and 103 closed in 1990, a difference of 78 residences. Division
staff state that the category of closed homes does not necessarily
indicate that all technically close - many providers transfer to new
locations or change the number of clients in their care. Division
efforts to determine other reasons for closure have shown that many
providers close for personal reasons such as divorce, relocation, job
loss and illness.

CORRECTIVE ACTION PROCESS

An integral part of division quality assurance activities is the
corrective action process used to address deficiencies identified in
both site surveys and annual certification reviews of residences and
day habilitation programs. Division site survey policy states that
area agencies are to submit a corrective action plan addressing any
deficiencies found in the surveys within 45 days of receiving the site
survey report.

The Office of Evaluation and Quality Assurance (OEQA) approves the
corrective action plans and may request revisions if it does not find
that the plans adequately address the deficiencies. OBEQA may also
conduct unannounced re-visits as a follow-up to a site survey if staff
have particular concerns about the deficiencies found.

Once the corrective action plan is approved, OEQA's role in the
corrective process is mostly complete until the next site survey. OEQA
does maintain a log of corrective action timelines and an index of
deficiencies and planned corrective actions, which are used to track
the agencies' progress in implementing their corrective action plans.
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OEQA provides copies of the corrective action plans to program
specialists in the Office of Community Developmental Services (CDS),
who monitor area agencies' contract compliance, provide technical
assistance, and serve as the division's liaisons to the agencies
throughout the year. The program specialists have primary
responsibility for ensuring that corrective action plans are
implemented and submit quarterly reports to OBEQA on the agencies'
progress.

Despite the use and monitoring of corrective action plans, specific
program areas in some regions have remained significantly deficient
from one site survey to the next. For example, during the three site
survey cycles between fiscal years 1