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North Carolina Department of Health and Human Services
2001 Mail Service Center * Raleigh, North Carolina 27699-2001
Tel 919-733-4534 * Fax 919-715-4645

Lanier M. Cansler, Secretary
Beverly Eaves Perdue, Governor August 2, 2010

The Honorable Verla Insko, Co-Chair

Joint Legislative Oversight Committee on Mental Health,
Developmental Disabilities and Substance Abuse Services
North Carolina General Assembly

Room 307-B1, Legislative Office Building

Raleigh, NC 27603

Dear Representative Insko:

Session Law 2009-191 requires the North Carolina Department of Health and Human Services to
analyze the effectiveness of single stream funding in the expenditure of State funds and review the
allocation of service dollars to specific disabilities of Local Management Entities (LMEs) that utilize
single stream funding for a year or more. Under this legislation, a report on the findings is to be
submitted to the House of Representatives Appropriations Subcommittee on Health and Human
Services, the Senate Appropriations Committee on Health and Human Services, the Joint Legislative
Oversight Committee on Mental Health, Developmental Disabilities, and Substance Abuse Services,
and the Fiscal Research Division.

In order to address this objective, there has been a delay in submission of the report as information is
still being compiled. Our goal is to provide a report which provides substantive and extensive
discussion of the findings and recommendations. We believe that the additional time will permit us to
accomplish this goal. The report will be submitted by September 1, 2010.

Sincerely,

Lanier M. Cansler

LMC:mth
cc: Michael Watson Leza Wainwright Sharnese Ransome
Dan Stewart Rennie Hobby Committee Members
Jim Slate Pam Kilpatrick Legislative Library (one hard copy)

Location: 101 Blair Drive * Adams Building * Raleigh, N.C. 27603
@ An Equal Opportunity / Affirmative Action Emplover
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The Honorable Martin Nesbitt, Co-Chair

Joint Legislative Oversight Committee on Mental Health,
Developmental Disabilities and Substance Abuse Services
North Carolina General Assembly

Room 300-B, Legislative Office Building

Raleigh, NC 27603

Dear Senator Nesbitt:

Session Law 2009-191 requires the North Carolina Department of Health and Human Services to
analyze the effectiveness of single stream funding in the expenditure of State funds and review the
allocation of service dollars to specific disabilities of Local Management Entities (LMEs) that utilize
single stream funding for a year or more. Under this legislation, a report on the findings is to be
submitted to the House of Representatives Appropriations Subcommittee on Health and Human
Services, the Senate Appropriations Committee on Health and Human Services, the Joint Legislative
Oversight Committee on Mental Health, Developmental Disabilities, and Substance Abuse Services,
and the Fiscal Research Division.

In order to address this objective, there has been a delay in submission of the report as information is
still being compiled. Our goal is to provide a report which provides substantive and extensive
discussion of the findings and recommendations. We believe that the additional time will permit us to
accomplish this goal. The report will be submitted by September 1, 2010.

Sincerely,

¢ Yiui

Lanier M. Cansler

LMC:mth
cc: Michael Watson Leza Wainwright Sharnese Ransome
Dan Stewart Rennie Hobby Committee Members
Jim Slate Pam Kilpatrick Legislative Library (one hard copy)

Location: 101 Blair Drive ® Adams Building ® Raleigh, N.C. 27603
@ An Iiqual Opportunity / Affirmative Action Employer



Report to
Joint Legislative Oversight Committee on Mental He#dh, Developmental
Disabilities and Substance Abuse Services, HouseRé&presentatives
Appropriations Subcommittee on Health and Human Sevices,
Senate Appropriations Committee on Health and HumarServices, and
Fiscal Research Division

Analysis of the Effectiveness of Single Stream Fding

Session Law 2009-191, House Bill 672, Section 2

August 31, 2010

North Carolina Department of Health and Human Servces,
Division of Mental Health, Developmental Disabilites, and
Substance Abuse Services



The Special Provision outlined in Session Law, 2009, House Bill 672 Section 2,
states:
“The Department of Health and Human Services sinalyae the
effectiveness of single stream funding in the edipgne of State funds and review
the allocation of service dollars to specific digaies of LMESs that utilize single
stream funding for a year or more and report itelfngs to the Joint Legislative
Oversight Committee on Mental Health, DevelopmeDisabilities, and Substance
Abuse Services, the House of Representatives Ajgitiops Subcommittee on
Health and Human Services, the Senate Appropriat@ommittee on Health and
Human Services, and the Fiscal Research Divisiodume 1, 2010.”

Single Stream funding was developed by the DivisibNlental Health, Developmental
Disabilities and Substance Abuse Services (DMH/DAEBas a method to provide Local
Management Entities (LMES) with greater flexibility manage limited state funding for
services. Under Single Stream funding, LMEs haecflexibility to determine, based
upon the unique needs in the catchment area sdrgadto allocate state resources
across the three disabilities. In SFY 2004-2008 oME, PBH, operated under Single
Stream funding. Smoky Mountain became the secdi to operate under this
framework in July, 2005. By SFY 2006-2007, sevBnL(MEs were operating under
Single Stream Funding. In 2007, through Sessiom 2@07-323, Section 10.49(y), the
General Assembly directed DMH/DD/SAS to designate (2) additional LMEs to
participate in Single Stream funding and to essibtiriteria that LMES were to meet to
gualify for Single Stream funding. A year latdnrdugh Session Law 2008-107 Section
10.15.c the Division was encourage to convert nioig8 Stream LMEs to Single Stream
and to develop criteria by which a LME with poorfoemance would have its ability to
operate under Single Stream funding withdrawn.

As outlined in the 2009 special provision, DMH/DB/S was given the responsibility:
* To analyze the effectiveness of single stream fugpch the expenditure of State
funds
» To review the allocation of services to specifisatiilities in LMEs that utilized
single stream funding for a year or more.

As of July 1, 2010, sixteen (16) of the twenty-th(23) LMEs are operating under Single
Stream funding protocols. Seven (7) LMEs have tauailed to meet the approval
criteria to convert to Single Stream funding.

The DMH/DD/SAS created a workgroup to examine theous sources of information
necessary to report on the effectiveness of Sigkam funding. The workgroup was
composed of program and financial staff. The wookg gathered information to
analyze and review the Single Stream funding opmral process for the Local
Management Entities by disability categories.

Effectiveness of Single Stream Funding

It is apparent that the Single Stream funding deargd implementation has been both
popular and successful in allowing LMEs to mordlgaxpend and account for their
utilization of state funds. Integral to this desmnd implementation is less direction
from the General Assembly and the Division on thectfic use of state funds balanced
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by increased accountability on the part of the LidEproviding age, disability and
service specific reporting on the utilization oése funds.

The Division has successfully used interest inioioig Single Stream funding
designation as a performance incentive to guidereindorce LME quarterly attainment
of critical system indicators related to serviceess, quality, appropriateness, and
effectiveness. These age/disability specific iathes include annual improvement of
LMEs in:

» timely consumer access to services;

» effective identification of services to personseed,

» timely initiation and engagement of consumers mwises;

» effective use of state psychiatric hospitals;

» reduction in state psychiatric hospital readmissjon

» timely follow-up after inpatient care in state platric hospitals and state

Alcohol and Drug Abuse Treatment Centers (ADAT Gl
* reduction in the number of children in out-of-hoplacements for services.

These measures have reflected consistent progrédsks in improving services to
consumers and families over the past six (6) yearsplementation of Single Stream
funding, and are reported quarterly in the Divissg@ommunity Systems Progress
Report (CSPR) located on the Division web site at
http://www.ncdhhs.gov/mhddsas/statspublicationgitsgindex.htm.

The Division’s performance measures are based tipHealthcare Effectiveness Data
and Information Set (HEDIS) measures, which arel liseover ninety percent (90%) of
the nation’s health plans to measure performaitighlights of statewide improvements
in these quality performance indicators over th&t paght (8) calendar quarters include:

» Access to Routine Care within 14 Days of Requédstproved from 68% to 82%

* Adult MH Services Penetration — Improved from 4Q@%49%

* Child MH Services Penetration — Improved from 4860%

* Adult DD Services Penetration — Improved from 38%41%

* Child MH Services Penetration — Improved from 2@21%

* Adult SA Services Penetration — Improved from 8% @86

* Child SA Services Penetration — Improved from 798%6

* Adult MH Services Initiation in Care — Improved fina35% to 40%

* Adult MH Services Engagement in Care — Improvedf22% to 25%

* Reduction in Use of 1 to 7 Day Admission Stays tat&Hospitals — Improved
from 51% to 35%

* Reduction in State Psychiatric Hospital 30 Day Reiadions — Improved from
9% to 8%

* Reduction in State Psychiatric Hospital 180 DaydReigsions — Improved from
22% to 18%

* Timely Follow-Up to ADATC Admissions within 7 DaysImproved from 23%
to 34%

* Timely Follow-Up to State Hospital Admissions withi Days — Improved from
35% to 47%
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* Reduction in number of children in out-of-home glia@nts — Improved from 4%
to 3%

These improvements in nationally-recognized peréorce indicators by the majority of
the LMEs indicate the overall effectiveness of $liegle Stream funding approach.
Single Stream funding provides the LMEs greatedilfiéity in the use of limited state
resources but also requires more accountability fitee LME in determining and
prioritizing the needs of consumers in its catchhaeea.

Another aspect of Single Stream funding is a chamgayment methodology. Rather
than reimburse the LME for units of services repayiSingle Stream LMEs are paid one-
twelfth of their allocation each month and musitiheport the use of those funds after
the fact. This piece of Single Stream funding rezgian extra measure of vigilance by
the Division in order to maintain its federally noated levels of the dedicated
expenditure of age and disability specific fundihgt are part of the Maintenance of
Effort (MOE) requirements for state funds requinethe Substance Abuse Prevention
and Treatment Block Grant (SAPTBG) and the Comnyuviiéntal Health Services

Block Grant (CMHSBG). Increased local decision-mgkegarding the utilization of
state single stream funding by age and disabifity tae related reporting to the Division
has the potential to challenge the State in medsngssurances of state expenditures by
age and disability to the federal government. @tedthe Division has successfully
monitored this situation and has not experienceghtive consequences in the federal
block grants.

The designation of single stream funding has prdedzk a useful tool in promoting
improvement in LME productivity and reporting oflable services and shadow claims
data, and in making improvements in critical systedicators related to services access,
guality, appropriateness, and effectiveness.

Allocation of Service Dollars Among Disabilities

The Division requires LMEs under single stream fagdo report a minimum of 85% of
their state billable services in age and disabgpgcific shadow claims, which serve as a
proxy for fee-for-service billing requirements foon-Single Stream LMEs. In addition
the LMEs document the amount of funds used fortgratart-up costs, and other
expenses which do not generate units of servigedigidual consumers. These costs,
known as “non-UCR” since they are not reported amiticost reporting (UCR) basis,
are combined with the reported shadow claims terdehe the total cost of services
provided by the LME. The chart below comparesftimeling received by the LME prior
to becoming a Single Stream LMEs and the combiragevof disabilities services
provided by the LMEs in SFY 2009 after becomingragi®e Stream LME. Note: Due
to the dramatic decrease of more than $64 milliostate funds appropriated by the
General Assembly in SFY 2010, this report focuseSbBY 2009 as a more valid
comparison of expenditures patterns pre- and piogfieSStream designation.




Chart A —SFY 2009 Allocations and Expenditures

Date Single Prior to Single Shadow Claims

Total Funding Stream Stream SFY 2009 + Expenditures | % Reported

CenterPoint July-08 11,456,296 18,919,349 19,033,731 100.60%
Crossroads January-08 7,987,652 10,492,742 11,405,963 108.70%
Durham November-07 8,511,425 13,092,950 14,465,417 110.48%
East Carolina Behavioral Health QOctober-07 11,455,915 25,729,910 25,807,935 100.30%
Five County July-07 10,911,126 12,777,273 13,391,260 104.81%
Guilford April-07 13,099,085 15,843,020 15,333,921 96.79%
Mecklenburg April-07 18,741,872 22,839,929 26,295,632 115.13%
Pathways April-08 15,998,776 18,737,582 18,797,922 100.32%
PBH July-03 15,988,814 28,198,057 24,678,253 87.52%
Sandhills July-07 20,009,752 23,790,503 27,878,867 117.18%
Smoky Mountain July-04 19,315,154 27,977,244 26,434,711 94.49%
Southeastern Regional October-08 9,350,732 14,161,568 14,538,183 102.66%
Western Highlands Network July-08 17,148,335 31,740,861 33,120,993 104.35%
Total 179,974,934 264,300,988 271,182,788 102.60%

This chart documents the growth in total state fing@vailable to LMEs during the
period 2004 through 2009. It also demonstratesMEs are in compliance with the
requirement to report shadow claims and expenditilrat total at least 85% of the funds
allocated; in fact, the majority of Single StreaMEs report shadow claims and
expenditures that total more than the allocatiostafe funds. The cost of these
additional services may be covered, in part, throcmunty funds.

One of the fundamental goals of Single Stream fumd increasing the flexibility of the
LMEs to prioritize funds within their catchment ar® address specific needs. In review
of the specific disabilities, the charts below m#lthe disability specific funding of each
LME prior to beginning Single Stream Funding ane shadow claims reported by LME
for each disability area in SFY 20009.

Chart B — Mental Health Services

Date Single Prior to Single

Mental Health Stream Stream Shadow Claims % Reported

CenterPoint July-08 5,112,317 5,216,000 102.03%
Crossroads January-08 3,668,096 3,659,899 99.78%
Durham November-07 4,114,930 3,704,981 90.04%
East Carolina Behavioral Health October-07 3,232,955 2,818,451 87.18%
Five County July-07 3,355,015 3,176,228 94.67%
Guilford April-07 6,005,268 3,416,995 56.90%
Mecklenburg April-07 8,947,041 6,873,948 76.83%
Pathways April-08 3,096,647 2,828,898 91.35%
PBH July-03 6,688,681 7,978,555 119.28%
Sandhills July-07 9,289,893 8,092,265 87.11%
Smoky Mountain July-04 8,668,945 5,849,786 67.48%
Southeastern Regional October-08 3,432,505 3,066,160 89.33%
Western Highlands Network July-08 4,517,870 6,327,793 140.06%
Total 70,130,163 63,009,959 89.85%




Chart C - Developmental Disabilities Services

Date Single Prior to Single

Developmental Disabilities Stream Stream Shadow Claims % Reported

CenterPoint July-08 4,600,653 5,460,238 118.68%
Crossroads January-08 3,905,988 5,852,435 149.83%
Durham November-07 3,344,207 4,812,453 143.90%
East Carolina Behavioral Health October-07 6,470,442 6,364,553 98.36%
Five County July-07 6,835,506 5,315,087 77.76%
Guilford April-07 5,778,589 6,009,197 103.99%
Mecklenburg April-07 7,507,668 8,693,985 115.80%
Pathways April-08 12,296,092 11,805,538 96.01%
PBH July-03 8,172,153 8,371,169 102.44%
Sandhills July-07 8,528,106 10,954,146 128.45%
Smoky Mountain July-04 8,807,152 8,976,741 101.93%
Southeastern Regional October-08 5,011,406 5,354,426 106.84%
Western Highlands Network July-08 8,787,116 9,926,000 112.96%
Total 90,045,078 97,895,968 108.72%

Chart D - Substance Abuse Services

Date Single Prior to Single

Substance Abuse Stream Stream Shadow Claims % Reported

CenterPoint July-08 1,743,326 3,251,596 186.52%
Crossroads January-08 413,568 706,338 170.79%
Durham November-07 1,052,288 3,096,054 294.22%
East Carolina Behavioral Health October-07 1,752,518 2,722,012 155.32%
Five County July-07 720,605 1,259,364 174.76%
Guilford April-07 1,315,228 3,444,476 261.89%
Mecklenburg April-07 2,287,163 6,879,704 300.80%
Pathways April-08 606,037 1,410,161 232.69%
PBH July-03 1,127,980 2,627,480 232.94%
Sandhills July-07 2,191,753 3,679,469 167.88%
Smoky Mountain July-04 1,839,057 2,484,190 135.08%
Southeastern Regional October-08 906,821 1,405,226 154.96%
Western Highlands Network July-08 3,843,349 3,654,560 95.09%
Total 19,799,693 36,620,630 184.96%

These charts indicate that with one exception,ilaplust at shadow claims, Single
Stream LMEs have significantly increased the fugdievoted to substance abuse
services through the increased flexibility ass@dawith Single Stream Funding. Ten of
the 13 Single Stream LMESs have increased fundingdéwelopmental disabilities
services and 10 of 13 LMEs have decreased fundingnéntal health services.
However, it is important to note that, in total %2 6f the funding allocated to Single
Stream LMEs was reported on an expenditure bagiserthan through shadow claims.
LMEs have the flexibility through Single Stream dlimg to make those decisions based
upon the needs of their catchment area. In additiee General Assembly has given all
LMEs the authority to earn their entire allocatmfrsubstance abuse and crisis services
funds on an expenditure basis, rather than on-fofegervice basis. The use of
expenditure-based reporting among Single Streamd.MBged from a low of just over
10% of total funds allocated to a high of more tB&#o of total funds allocated. The
chart below displays this information. Anecdotdbmmation indicates that many of these
expenditures by Single Stream LMEs are for crisigises, which are predominantly
used by individuals experiencing a mental healigir

6



Chart F — Expenditure-Based Reporting by Single Seam LMEs

SFY 2009 Non-
Disability
Service Expenditures Not Identified by Specific
Disability Expenditures
CenterPoint 5,105,897
Crossroads 1,187,291
Durham 2,851,929
East Carolina Behavioral Health 13,902,919
Five County 3,640,581
Guilford 2,463,253
Mecklenburg 3,847,995
Pathways 2,753,325
PBH 5,701,049
Sandhills 5,152,987
Smoky Mountain 9,123,994
Southeastern Regional 4,712,371
Western Highlands Network 13,212,640
Total 73,656,231

Conclusion:

Single Stream LMEs have used the increased flayilaissociated with Single Stream
funding to improve their performance on key perfante indicators. At the same time,
the distribution of dollars across the three disiglareas served by the public mental
health, developmental disabilities and substanceabervices system has remained
relatively constant, except that Single Stream LME&ge significantly increased funding
for substance abuse services. This is very apjatesince substance abuse problems are
a growing issue in NC, fewer state funds have histtly be allocated for substance
abuse services, and a much smaller percentage stitistance abuse population are
Medicaid-eligible. The Single Stream LMEs overmalprovement in performance and
their use of the flexibility associated with Sin@&eam funding to modestly redistribute
funds to address unmet needs in substance abwseesarrove the effectiveness of the
Single Stream funding approach.





