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May 15, 1996

Dear Members of the 1995 General Assembly and

Citizens Interested in the Delivery of Mental Health, Developmental

Disabilities, and Substance Abuse Services,

This document includes the 1996 interim report and recommendations of the North

Carolina Mental Health Study Commission. As co-chairs, we would like to sincerely thank

the members of the Commission for their ntTy hours of thoughtful deliberation.

The reports of the Governance and Accountability Subcommittee and the Financing

Subcommittee reflect the hard work and tough decisions that each committee faced in

add.ressing the overall issue of improving the efficient delivery of services and ensuring

appropriate accountability for State and federal appropriations.

We would also like to acknowledge the many advocates, family members,

professionals, and area directors who took time from their work and families to participate in

the subcommittee discussions and lend valuable insight to tEe issues before us.

. On behaif of all who participated so actively in the development of these

reconmendations, we urge each reader's support.

Sincerely yours,

dttnil,;^.^,.^ A*-urlfu
Leslie J. Winner
Senate Co-Chair

Charlotte A. Gardner
House Co-Chair
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MENTAL HEALTH STI]DY COMMISSION

Overview of the Process

DESCzuPTION

The Mental Health Study Commission was established by resolution of the General

Assembly in 1973 to serve as the focal point for examining and recommending legislation on
mental health, developmental disabilities, and substance abuse service needs. The

Commission has been reauthorized to continue every two years since its inception.

One of the major accomplishrnents of the Commission has been the development of
seven long-range plans designed to improve the quality of services for North Carolinians who

have mental illness, developmental disabilities, or substance abuse, that were subsequently

adopted by the General Assembly as policy guidance for the State. The plans contained

detailed policy directions, program goals, and implementation strategies developed through
an extensive public planning process. These plans, and the dates of their development, are as

follows:

1985 A Comprehensive System of Child Mental Health Services
1987 NC Long-Range Plan for Persons with Severe and Persistent Mental Illness
1989 Adult Substance Abuse Planning Committee Report
1989 MH/DD/SA Services in Jails
1991 Child and Adolescent Alcohol and Other Drug Abuse Plan
i991 A Comprehensive Plan for Services and Supports for Persons with

Developmental Disabilities
1992 Quality Improvement Plan

CHARGF FoR THP toqs-oz nirNMirM

The Mental Health Study Commission was asked to undertake the following activities
during 1995-97, as delineated in H.B. 898, Part XIII:

"(1) Conduct research and develop recofirmendations regarding the response of the
public system to the changing health care environment. These
recommendations shall address issues of governance, accountability, data

collection, and collaboration between public and private sectors.
(2) Analyze and develop recommendations regarding the current system of funding

services to evaluate maximum use of fimds.
(3) Oversee the Mental Health Study Commission 10-year Disability Plans that

have been endorsed by the General Assembly.
(4) Evaluate quality improvement initiatives and develop recommendations

re garding accountabi lity, performance standards, and client outcomes.



(5) Monitor and evaluate to new initiatives, including crisis services, Carolina
Altematives, and domiciliary care, developed by the Division of Mental Health,
Developmental Disabilities, and Substance Abuse Services, and consider
whether to recornmend their possible expansion.

(6) Review major initiatives for children for integration with the Child Mental
Health Plan.

(7) Develop a business initiative to increase public/private partnerships to enhance

current services for those individuals with mental illness, developmental
disabilities, and substance abuse problems.

(8) Carry out any other evaluations the Commission considers necessary to perform

its mandate."

Additionally, the Commission was directed to "study the issue of how the mandate

for a single portal of entry and exit for developmental disabilities services of area mental

health authorities should be funded" and include the results of the study in its interim report

(H.8. 230, Sec.23.24).

The Secretary of the Department of Human Resources was directed to establish a task

force to determine a minimum reimbursement rate for Adult Developmental Activity
Programs (ADAP) and review the current funding stream to ensure that it is the most
effective way to provide day services to adults with developmental disabilities, including
which Division within the Department is most appropriate for this program. The results of
this study were to be reported to the Mental Health Study Commission in time to be included
in its interim report (S.B. 776).

PROCESS

The Mental Health Study Qommission's first three meetings attempted to provide an

overview of where the mental health, developmental disabiiities, and substance abuse system
is and identify the key issues that are confronting the system today. The Commission
leamed:

. how the current system has evolved through various federal, State and local
initiatives;

. how sporadically and unequally the resources have been developed across the

State;
. that there is a strong emphasis on local control, which has its strengths as well as

weaknesses;
. what the outcomes have been in the State's first attempt to implement managed

care, through Carolina Alternatives; and
. what steps the Department has been able to take in tightening fiscal accountability,

as well as some suggestions for further consideration.

The Co-Chairs decided to focus on the two most critical issues facing the

Commission: (1) how to address the potential need for Medicaid cuts and to what extent



should the State implement managed care in this system? and (2) how to improve fiscal
accountability and quality of services and what are the implications of such improvements for
the structure and governance of area programs? It was then decided to break into
subcommittees to focus on each issue and develop recommendations for the full Mental
Health Srudy Commission. Three subcommittees were formed:

Governance and Accountability - To come up with solutions and recommendations

around: size and structure of area programs, balance between local and State

authority, uniformity of administrative procedures, fiscal accountability, client
outcomes, and service quality.

Financing - To come up with solutions and recommendations around: potential
Medicaid cuts, implementing managed care, equalization of services, and

maximization of funding.

Thomas S. Plan Oversight - Upon recommendation from the Division of Mental
Health, Developmental Disabilities, and Substance Abuse Services, this
subcommittee was charged with reviewing the progress in implementing the

Thomas S. Comprehensive Plan and providing guidance to the Division
concerning its continued efforts to serve Thomas S. class members.

Each subcommittee was composed of only Commission members, but the
proceedings were completely open for public attendance and participation in discussions.

After a series of meetings, the Governance and Accountability Subcommittee and the
Financing Subcommittee reported their interim findings and recommendations to the full
Mental Health Study Commission for review and discussion. A srunmary of Commission
recommendations is provided on the following page. A complete report from each
subcommittee, as approved by the Commission, is included in this report (see Sections II and
ru).



MENTAL HEALTH STUDY COMMISSION

Interim Recommendations
for 1996 Regular Session

A summary of recommendations supported by the Mental Health Study Commission

for the 1996 Regular Session is as follows:

1. Require that counties allow area programs to maintain fund balances under the
authority of area boards. (Section II)

2. Require that the Director of the Division of MFVDD/SAS (or designee) serve on all
area program director search committees. (Section II)

3. Prohibit area board vacancies from remaining open for an extended period of time.
(Section II)

4. Eliminate one of the two licensed physicians on the area board. (Section II)

5. Combine the area board representation of drug and alcohol abuse into substance

. abuse, for both consumer and family representatives, and require consumer to be

openly in recovery. (Section II)

6. Add a representative to the area board with financial expertise. (Section II)

7. Require boards of county commissioners to declare vacant the seat of an area board
member who accumulates 3 unexcused absences within a 12 month period. (Section

D
Require all area boards to have finance committees. (Section II)

Mandate training for all members of an area authority's governing body. (Section II)

Grant the Division of MFI/DD/SAS authority to use withheld funds to'contract for
services directly. (Section II)

Grant the Division of MH/DD/SAS authority to take over a service area or area

program when it is necessary in order to ensure clients are appropriately served.
(Section II)

Prohibit imposition of county freezes on State personnel positions. (Section II)

Adopt the Division of MH/DD/SAS' "Incentive Method" for the purposes of
allocating new State expansion funds to area mental health programs, effective FY
1996-97. (Section III)

8.

9.

10.

11.
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14. Distribute new State expansion funds for FY 1996-97 continue to be allocated across
disabilities based upon the one-third formula utilized during FY 1995-96. (Section
n)

Create a task force, with appropriate representation of all stakeholders, which would
work in conjunction with the Division of MFIIDD/SAS to develop a needs based
approach to funding. (Section III)

Expand the managed care program Carolina Alternatives to include additional area
programs under the child waiver and full implementation of the adult waiver, within
certain guiding principles identified by the Commission. (Section III)

Allow the Commission to continue studying the funding of the developmental
disabilities single portal mandate and report back to the 1997 General Assembly.
(Section I)

Extend the reporting date for the Department of Human Resources on the results of its
ADAP reimbursement rates study to the Commission to in time for the results to be
included in the Commission's report to the 1997 General Assembly. (Section I)

Full details for each recommendation are included in the section referenced after each
recommendation. Any legislation necessary to support these recommendations is included
in Section IV of this reoort.

15.

16.

17.

18.
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MENTAL HEALTH STT]DY COMMISSION

Senator Leslie J. Winner
Representative Charlotte A. Gardner

Co-Chairs

October 25. 1oo5

After Rose Mary Mims explained the responsibilities delegated to the Commission
for 1995-97, Sen. Winner emphasized that the Commission priorities include issues of
govemance, an analysis of fiscal accountability and quality of services in the mental health
system and the development of recommendations if changes are required. Changes the
federal government may require for Medicaid also must be considered in context with the
Commission's study. Sen. Wirurer stated that the meeting would be divided into two parts
with the first two speakers giving background information on the system and the last two
speakers providing information on the effects the national changes may have on the state
level.

Mark Botts, Assistant Professor of Public Law and Govemment at the Institute of
Government, presented the historical perspective on the evolution of governrnent
responsibility for mental health, developmental disabiiities, and substance abuse services in
North Carolina (see Attachment A of this Section). He focused his comments on two areas:
1) the division of state and local govenrment responsibitities and in more recent years the
partnership the two have formed, and 2) how the North Carolina system has developed in
response to cultural, politicai, economic, and social forces. Senator Winner asked if there
were any indications that or:r system is still responding to federal laws that we need to be
aware of. Mr. Botts responded that North Carolina is less restricted today by federal law and
many requirements are no longer in place.

Sen. Harris gave abrief explanation as to why the Mentai Health Study Commission
was established in 1973, emphasizing that the Commission has historically served as a forum
to resolve difficult problems within the system.

Mike Pedneau, Director of the Division of Mental Heaith, Developmental
Disabilities, and Substance Abuse, spoke on the organizational structure of the mental health
system in North Carolina. He provided formal definitions of mental illness, developmental
disabilities and substance abuse along with statistics of those North Carolinians affected.

Mr. Pedneau reviewed the mission of the Division, stating that the agency is
responsible for:

' administering federal and state funds designated for MH/DD/SA services,. operating the state institutions,
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. ensuring that area programs meet the funding requirements for state and federal

aid, and
. ensuring state standards for facility operations and licensing.

Ms. Miller asked for figures of money being spent in area authorities and a

breakdown of each one. Pedneau responded that $525 million is provided by the state. Rep.

Gardner was interested in knowing how money designated for substance abuse could be

traced to demonstrate that the area authority is using it as designated. Pedneau stated under

state law the area program must retain a private CPA firm to conduct an audit. The Division
then uses these findings to ensure that funds are spent according to budget ordinances. Rep.

Gardner asked for a detailed budget of her area program.

To provide a national perspective of managed care initiatives, Sen. Winner then

introduced Dr. Mary Fraser of the UNC Chapel Hill School of Social Work. Dr. Fraser is

Project Coordinator for the Managed Care Technical Assistance Project. Dr. Fraser focused

on three main areas: 1) why managed care is being discussed, 2) what is meant by managed

care, and 3) what other states are doing in terms of their programs for managed care in

MII/DD/SA. She stated that managed care is a set of strategies used to assure that the most

appropriate clinical care is provided in a cost-efficient marurer. She explained that states can

choose to have public mental health programs become managed care organizations to manage

the waiver amount or they can choose to contact with a private managed care corporation.

lv[rs. Woodruffasked who oversees the process of contracts to ensure that the patient

is receiving the care they need. Dr. FraSer stated that in some cases it's the Division of
Mental Health, in some cases it's the Division qf Medical Assistance or their corurterpart in
the state. Usually a state agency has the responsibility of monitoring. Mr. Raynor asked if
there were any states which provided waivers for developmental disabilities. Dr. Fraser said

there were no states with implemented plans at this time. Sen. Winner asked about the \

incentives for providers under a capitated system to provide adequate senrices rather than

underserving everyone. Dr. Fraser responded that the provider is responsible for providing
all of the patients' care which translates into increased hospital costs if adequate outpatient

care is not available. Expenses are paid from one budget. An Oversight Committee would

monitor complaints if hospitaiization is refused. Rep. Gardner expressed concem about

whether the state has the expertise to develop a contract with all the necessary safeguards. In
closing, Dr. Fraser said most states found that waivers were the best way to use Medicaid
money efficiently.

Senator Winner adjoumed the meeting for lunch. The meeting reconvened with an

examination of the status of managed care in North Carolina by Dr. John Baggett, Deputy

Director on the Division of Mental Health, Developmental Disabilities and Substance Abuse.

Dr. Baggett said managed care growth in North Carolina has been slower than the national

level, but an economist predicts within 3-5 years most covered individuals will be in
managed care. Mr. Wetsh asked if the definition of managed care included the discounted

fee for services or simply HMO/PPO. Dr. Baggett conclud'ed that it is an enrolled population

and does not discount fees. He continued by giving a brief history and description of
Carolina Alternatives. Sen. Bill Martin inquired as to the percentage of eligibles that needed

10



services. Dr. Baggett estimated that approximately 20,000 needed services. Sen. Martin
asked if the 10 programs have projections regarding the percentage of eligibles requiring
services. Lynn Stelle of Financial Initiatives responded that l0-15% of children are
estimated to need services at any on'e time. The Medicaid popdlation is higher. Dr. Baggen
went over pending federal changes and options for North Carolina. Sen. Winner asked for
the number of people who are Medicaid eligible. Dr. Baggett responded that32.89%o are
served through Medicaid funds.

Sen. Bill Martin asked what plans the department has to ensrue that risks are being
addressed. Barbara Matula was recognized and responded that it is very difficult to plan at
this point, given the uncertainties of actions Washington may take. Rep. Gardner asked if she
thought we have the expertise at the local level to implement managed care. Ms. Matula
explained that managing someone's care reduces the randomness of people entering the
system, and she did believe we have the talent throughout the state to manage care.

Mr. Raynor pointed out that "Managed care" as used in this meeting is applied to
manage available resources, and since we may not have the same resources in the futtre, isn't
the key question one of who will assume the risk. Sen. Winner agreed that this is a key
question the Commission would implicitly or explicitly need to answer.

December 7, 1905

Following approval of the minutes, Rep. Charlotte Gardner recognized Lynn Stelle,
Division of MH/DD/SAS, to provide a profile of the North Carolina mental health system.
Stelle reviewed a document developed for the Commission entitled "Trends in Resources,
Clients and Services." The document included numerous charts including: tables
representing community program revenues by source, tends in persons served over a five
year period by disability category in the community and in each of the institutions under the
purview of the public mental health system from 1990 to 1995.

Mike Pedneau, Director of the Division of MFVDD/SA Services, provided an
explanation of funding sources for the MH/DD/SAS system. The presentation included a
sunmary of area program resources by disability and funding source for fiscal year 1994 -
1995 (see Attachment B of this Section). The information was compiled to answer questions
from the previous meeting regarding the actual distribution of the value of services by each
of the major disability $oups.

Marry Knisley, Senior Consultant, Technical Assistance Collaborative, Boston, MA,
provided a perspective on the experiences of various states regarding Medicaid, managed
care and other public managed care systems around the country. She gave experiences of
other states, summarized lessons learned from those experiences, and gave viewpoints as to
what is occurring now. Knisley provided examples of Medicaid waiver experiences in Iowa,
Arizona, Utah, and Tennessee. Implications of these experiences suggest: dividing systems
by funding sotuces and requirements may add costs, reduced service capacity, and increased
cost shifting. Other experiences indicate that the acute care industrv/model does not translate

ll



well to managing care for persons with long term and/or complex needs if pruchased

wholesale or without major refinements; integrated funding and management with
mainstream health care is probably not achievable in the short term; many newly formed
authorities and behavioral health organizations have oversold capaciry capabilities,
contracting, network development and utilization management; and most states have

underestimated the complexities of these changes. Rep. Gardner informed members that the

Commission would hear opinions from other speakers with national experiences as the
process continues.

Sen. Winner asked about the pros and cons of private care verses public management

of the system. Knisley explained that the issue was very complex. The public system can

buy services and retain a presence in the community. She stated that where public presence

is maintained and allowed to grow, there is support from the private sector.

Rep. Gardner adjourned the meeting for lunch. The meeting reconvened with
representatives across the State discussing their perspectives on problems, benefits, and

recommendations concerning Carolina Alternatives. Judy Holland, Branch Head of Carolina
Alternatives, began by giving an overview of the program (see Attachment C of this Section).

Holland explainid that Carolina Alternatives is a Medicaid waiver implemented in{on area

progrnms responsible for serving children in 32 counties. The goals of Carolina Alternatives
include: expanding availability to child mental health services in communities; increasing

the flexibility of services and expanding individualized services to children in their homes,

communities and schools; increasing the coordination of'mental health services with other
child-serving organizations; increasing treatment plans centered around the client's needs;

and increasing the involvement of family members in treatment planning.

Other speakers included: Angela Harris, Director, Deparfrnent of Social Services,
Franklin County; Laura Thomas, Group Vice President of Behavioral Health, Carolina
Medical Center, Charlotte, N.C.; Dale Armstrong, CEO, Bryrur Marr Behavioral Health Care,

N.C. Hospital Association; Greg Brannan, Regional Director of Public Sector Development,
Charter Behavioral Health System ofN.C.; and Ron Morton, Area Director, Forsyth.Stokes
Mental Health Center.

Problems identified by these presenters included: delays in payments and rates of
reimbursement to providers; capitated rates causing concern in regard to patients receiving
appropriate placement and care; restrictive criteria; frrnds to utilize services for children and

staff paid with Carolina Alternative funds need close evaluation; mishandling of Carolina
Altematives could lead to a class action suit; and little experience with business partnerships

within health care.

Benefits included: focus on patient treatment; area programs pay for most appropriate

teatment without artificial restrictions; local clients managed by local professionals who are

familiar with client needs; and expanded non-hospital sewices.

Recommendations included: need to have consistent guidelines for implementation of
Carolina Alternatives; Carolina Alternatives must continue to be controlled by the public
sector; link small area programs with others to establish large base to operate capitated

t2



managed care program; continued communication bet'ween the Division of MFI/DD/SAS,
local area mental health authorities and providers on implementation of Medicaid managed
ca.re.

.fanuary 24, 1ao6

Sen. Winner opened the meeting with several announcements. She informed the
Commission that Rose Mary Mims, Director of the Mental Health Study Commission, wits
taking extended medical leave. In her absence, Lee Wood, Legislative Liaison with
MHIDD/SAS and Karen Hammonds-B.lanks from Fiscal Research, will assume her duties.
Jim Barbour has resigned, and the Governor has appointed Mary Gay, Board member of the
NC Alliance for the Mentally Ill, to fill his seat. Barry Stanback, Ex Officio member for the
Department of Human Resources, has resigned and will temporarily be replaced by Will
Lindsay from Budget and Analysis with the Department.

Mark Botts, Assistant Professor of Public Law and Government at the Institute of
Government, provided a sunmary of the composition of the governing bodies for area mental
health, developmental disabilities, and substance abuse authorities (area boards) and the legal
responsibilities of those boards. Area board members are appointed by the county
commissioners, serve 4 year terms (except commissioner member terms are concrfiTent with

' their term as county commissioner), and are removable without cause. He explained that the
area board is the entity which is responsible for those powers and duties conferred on the area
authority by the General Assembly of North Carolina,, which he grouped into the following
five areas:

Client Services
. determine needs
. provide services
. coordinate with the State
. assure services meet State standards
. assrue highest possible quality

Finance (see Attachment D of this Section)
. adopt an annual budget
. compiete an annual independent audit
. prepare fee schedules for services

' enter into an annual memorandum of agreement with the State. establish dispute resolution procedures

Personnel
. appoint an area director
. appoint a budget offrcer (if multi-county area program)
. establish a salary plan
. adopt a professional reimbursement policy

13



Cpntracts
. enter in to contracts for services
. obtain contract for insurance
. acquire personal property
. lease real properly

Client Rights

' establish client rights policies

' establish client rights committees

Mr. Botts explained the requirements for audits according to the General Statutes.

Botts stated the financial audit and the compliance audit together form the single audit the

area authority must have completed each year.

Ralph Campbell, State Auditor, explained to the Commission that the State Auditor's
Office has historically had little involvement with the operations of local area mental health

centers. However, after several requests to perform audits of the Tri-County and Southeastern

Mental Health Centers, it was determined that there is a need for additional reviews of these

services with an eye towards identiffing any issues which might have statewide implications.

Sam Newman, Performance Audit Manager of the Staie Auditor's Office, reviewed

the authority of the local board, Department of Human Resources, and the Local Government

Commission. He suggested the Legislature needs to clearly establish expectations for
administration of area mental health centers by identifying roles of the local authority, DHR,
and the Local Govemment Commission. He also suggested the need for a periodic

financiaVadministrative review to determine that the responsibilities set forth by the three

entities are being executed properly. Newman explained that a performance audit was

performed, which is more comprehensive than a traditional financial compliance audit.

Board issues suggested were: limiting terms, adding a board member with financial
background, and board training. Newman also discussed accounting/administrative issues

and concerns at Tri-County and Southeastern mental health centers.

Jim Edgerton, Assistant Secretary for Budget and Management for the Department of
Human Resources, gave abrief history of the audit function in DHR and a response from
DHR to the Auditor's recommendations. The Department agreed with the recommendations

of the State Auditor's Offrce. In response to board issues, the Departrnent felt that some

flexibility may be needed in consideration of the availability within the catchment area of
some of the categories of mandated representation on the area board. In the area of
accounting/administrative issues, Edgerton reviewed several actions implemented by

DMI/DD/SAS in accordance with amendments to the General Statutes made during the

1 995 Legislative Session.

Sen. Winner emphasized to Commission members that today's meeting was primarily

directed at gathering information to ensure that problems such as those experienced in Tri-
County and Southeastern are detected early and dealt with promptly.
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Diane Foster, Chairman of Tri-County Mental Health Board; Bill Burgin, Vice Chair;
and Bob Dirks, Area Director, were recognized and explained how the Tri-County situation
is being addressed. Foster emphasized to the Commission the Board's commitment to an
efficient delivery of mental health services in Tri-County. Burgin suggested board training, a

standard accounting practice, a standardized write-offpolicy, and to recognize red flags
promptly. Dirks explained that positions had been cut and programs cut in order to
rejuvenate the revenue and have a balanced budget in place.

Following the lunch break, Sen. Winner recognized Susan.White, Section Chief of
Thomas S. Services. White gave a historical viewpoint of how the lawsuit came about. She

then gave an overview of the steps the State was taking, at the mandate of the General
Assembly, to get out from under the lawsuit including the recently filed motion to federal
court to dismiss the Thomas S. court action. As an assistance to resolve the Thomas S.

lawsuit, Ms. White requested that the Mental Health Study Commission consider monitoring
the implementation of the Comprehensive Plan for Thomas S. services. Sen. Winner said
that decision would be defened to the discussion on future plans.

Marci White, Chief of Willie M. Services highlighted plans that are being developed
to achieve compliance. She provided background information and a profile of the Willie M.
population. White stated primary focus has been on staff training, the development of
additional secure treatment services, and outcome analysis.

Sen. Winner reminded members that the legislative charge to the Commission
included: conducting research and developing recommendations regarding the response of
the pubiic system to the changing health care environment including addressing issues of
governance, accountability, data collection, and collaboration between public and private
sectors; analyzing and developing recommendations regarding the current system of funding
services to evaluate ma:<imum use of funds; and overseeing the 1O-year plans and other
initiatives.

Sen. Winner stated, in accordance with the Commission's charge, it had been
determined that a need for two subcommittees existed. One on Governance and
Accountability with a focus on the size and stnrcftre of the area program, the relationship
between the local progrzrm and the State, fiscal accountability, and quality service and client
access to service accountability. The other subcommifiee, Financing, would look at
Medicaid, Medicaid cuts, implementation of managed care, equalization of services between
area mental health authorities and maximization of outside firnding sources.

Sen. Winner further suggested that an additional subcommittee be established to
oversee the Comprehensive Plan for the Thomas S. Services. Sen. Carpenter moved that the
Commission create an oversight subcommittee for Thomas S. The motion passed.

Sen. Winner stated that Commission members would divide into three subcommittees
and that members should state their preferred committee. The first meeting of the
subcommittees will be on February 12 and run through April 1. The subcommittees will then
make their interim recommendations to the Commission in April with final reports on
October 1.
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Rose Mary Mims announced that she had accepted a position as Human Rights
Coordinator with the Division of MFI/DD/SAS in the Quality Improvement Section
beginning May l. She expressed her gratitude to everyone for the help and support she has
received over the past nine years.

Rep. Gardner, Chair of the Governance and Accountability Subcomminee and Lee
Wood, Division of Mental Health, Developmental Disabilities, and Substance Abuse,
reviewed the recommendations of the Subcommittee. Each recommendation was discussed
and voted upon individually. The recommendations, as amended by the Commission appear
in Section II.

Following a lunch break, Allyn Guffey, DHR Budget and Analysis, presented an
interim report from the Department of Human Resources on ADAP reimbursement rates. He
indicated that in order to accurately assess the extent of any problems in the current
reimbursement process, the Task Force intended to survey each of the area programs and that
would require additional time. Sen. Carpenter moved that a final report be submitted to the
Commission by December 1, 1996, and that the Commission request permission to report the
results in its final report in 1997. Commission members approved the motion.

' Sen. Leslie Winner presented the report from the Financing Subcommittee with
redommendations concerning a new equalization formula to be applied to any expansion
money for mental health, developmental disabilities, and substance abuse services and
whether to expand Carolina Alternatives to the other area authorities for Medicaid eligible
children and Medicaid eligible adults. Both recommendations were adopted by the
Commission, and they appear in Section III.

Lee Wood asked for a recommendation to the General Assembly allowing the issue of
funding for the DD Single Portal Mandate to be studied after the Short Session and report
back in the Long Session in January of 1997. She explained that this study was simply
overlooked as part of the Commission's work load for this year. Sen. Lucas made a motion
requesting to delay this report until the Long Session. The reconrmendation passed with a
favorable vote.

Next, Dr. Pat Porter, Section Chief, Developmental Disabilities, reviewed the report
of the Downsizing and Human Rights Subcommittee. She explained how the
recommendations were addressed and in reviewing the Addendum to the report, explained
the Division of MFI/DD/SAS actions on the recommendations. Dr. Porter recommended the
acceptance of the report and to continue the monitoring visits which would report to the
Mental Health Study Commission. Rep. Wilson made a motion in favor of the
recommendation. The recommendation passed with a favorable vote.
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Mcnul Hcatth Srudy CommissiorL kobcr 25, 1995

Evolution of Government Responsibility for
Mental Eealth, Dcvelopmental Disabilities, end Substencc Abuse

Scrvices in North Carolina

I. 1785 - lE56: l"ocalgovcrnmcnt takes dc hcto role

. long-term confuiern€nt of pcrsoru with mcntal disabilities

. @ncern for public safety, prorcction of propcrty, and carc of thosc incapablc of self-care

. fear of the mentally disabled

. couno' Sovernment takes a dc facto role

II. 1856 - 1915: State assumes resporsibility

. national reform movement pranised on treatrncnt in sound environment

. documentation of neglect at the local level

. govenunent role:
-state hospitals, built at state o(Pense, provide mental health carc

-counties financially respon-sible for patient care

-continued custodial confinemcnt at counry level

. segregation of "mental defectives'

1855: State Hospital for the lnsanc oPens at Dix Hill
1869: Board of Public Chbrities crcatcd
1872-73: Board and hospital rsports to lcgislanrre call for cxpansion of statc facilities

1874: General Assernbly authorizcs corstruction of Goldsboro and Morganton hospitals

l9l4: Caswell Training School opens for whitc'fecble-minded' children

III. 1915 - 1945: Prevention and community intcrcst

. North Carolina Mental Hygiene Society (and its national countcrpart) focuses public

anention on mcntal health care and advocatcs locally-based systerns capable of intcrvening

rxith preventive care
. eugenics movement; stcrilization
. lack of commrurity rcsources
. comrnunitydcmonstrationclinics
. continued custodid confincrnent on local level

1917: county welfare boads autborizcd by statutc

l92l : Bureau of Mcntal Hcatth and Hygicnc (cducatioq voluntccr scrviccs)

created within thc Starc Board of Public Cbarities and Public Wclfirc

IV. 1945 - 1963: Bcginning of fcderd involvernent

. World War II influenccs national idcotity and rcvcals mcntal disabilities

. federal govcmment invests in community clinics

. local and starc govcrnments slow to respond

o growth in staaopcratcd facilities
. gro$ing aversion to large institutional carc



1945: National Mental Health Act-fedcral grants for pilot community mental health clinics
1949: NC General Assembly authorizcs the Starc Board of Health to administer fcderal matching
grants
1955: federal Mental Health Studl'Act'
1960: MHSA commission rcport

V. 1963 - Present: Emphasis on community-based services

. psychotropicmedicatioru

. civil liberties

. civic cngagcmsnt and optimism

1963: Commgnity Mental Health Serviccs Aa-fedcnl appropriations for construction of
community mental health centcrs (psychiatric hospitals without walls)

. five essential services: outpaticnt" inpatient, emcrgency, partial hospit-li'ation,

consultation/education
. single state agency: statc plan for establishing community ccntcrs, oPerational standards,

services to thosc unable to PaY

1963: NC Departnrent of Mental Health (DMH) creatcd to dcvclop, promote, and administer state

plan for establishing CMHC's; to administer federal funds; and to sct standards for clinic

maintenance and operations
. DMH given resporsibility for adnrinistering stat€ facilities and liccnsing public and private

facilities
. "Local mental health authorities" authorized by thc General Asscrnbly to rePresent the

community served by CMHC's; joint undertaking

1965-1981: CMHCA amcndments-federal funds for pcrsoDnel, childrcn's sewiccs, fedcrally-

defined poverty areas, construstion and staffng of bcilities for treatrncnt of alcoholism and

narcotic addiaion,

1965: General Assembly authorizcs thrce stateopcratcd alcoholic rchabilitation cent€rs lARC's)

1967: General Asscmbly cstablisbeswithin the DMH a division on alcoholism

to coordrnate alcoholic rebabilitation programs on the local levcl

l97l: DMH authorizcd to cstablish community-based dnrg abuse programs

l97l: General Asscmbly autborizcs "alea mcntal health programs" covering one or more cousties
. comprchensivc tv0t MR', aDd SA scrviccs
. only countics could cstablish
o scparalc governing board estabtished by county commissioners

1977: revision and consolidatim of stiale statutcs to authorizc "area me,utal hcatth autborities"
. counties, si"gly or jointly, rcquircd to stablish arca authorities

comprehcnsive scrviccs-rnmtal disondcr, mcntal rctardation, substancc abuse

. joint undcrtaking

. substantidly similar o thc currcnt systcnt
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Area Program Resources by Disability and Funding Source
FY 1994-95
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CAROLINA ALTERNATTVES

hesentation to the Mental Heelth Study Commission
December 7, L995

WHAT IS CAROLINA ALTERNATTVES?

. Carolina Alternatives is a Medicaid 1915(b) waiver administered by the

Division of Medical Assistance and the Division of Mental Health,
Developmental Disabilities and substance Abuse services.

. The waiver is currently i:nplemented in ten area proglams responsible for

serving children in 32 counties (Iist attached).

. Carolina Alternatives was developed:
o to add.ress increasing costs of inpatient care for children through

better management of access to inpatient services,
r to develop community services to better sen/e children in their

homes and communities

. Carolina Alternatives supports the goals of the Child Mental Health Plan:
o to expand availability of child mental health services in

communities,
o to increase the flexibility of services and expand individualized

services to children in their homes, schoois and communities,
o to i:lcrease the coordination of mental health sen/'ices with other

child-servin g or ganizations,
o to increase treatment plans that are centered around the client's

needs, and
o to increase the involvement of parents and family members in

treatment Planning

. The Carolina Alternatives capitation model places both treatment and
fi''ancial responsibility for clients with the area programs. This model
supports an i-ndividualized and proactive approach to serving clients.

SCOPE

. Child program ser'r/es childreu aged 0-1? years who receive Medicaid
services in participatiag counties and who need meutal health and/or
substance abuse services.
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Adult program will serve persons aged 18-64 who receive Medicaid

Eervices i:r the Disabled and Other eligibility categories and who need

mental health aud/or substance abuse services.

The current program provides an entitlement to medically necessary

services included in the State Med.icaid Mental Health Plan, using

community based delivery systems hgluding both in-house and contract
providers.

OUTCOMES

. Since January 1gg4, over 12?,000 children have been eligible for Med.icaid

services, includin g Carolina Alternatives, in particip ating counties.

. Access to mental health and,/or substance abuse services has increased.
. The number of children served increased by 44o/o from 1992 to 1994.

. The number of children served in the first six months of 1995 is

47% higher than the number served in the first six months of 1994'

. The peicentage of children served is now almost l0% of. the total
eligible population, up from 6.9% in 1992'

. The average inpatient days per client dropped from 44.4 days in 1992 to

23.6 days in the first six months of 1995.

. Funding for outpatient services to eligible children iacreased over 529Yo

from Lggz. The proportion of dollars spent on outpatient services

increased from 33% of total dollars spent in 1992 to almost 80% in 1994.

CHALLENGES

Outpatient services grew more than anticipated and state appropriatrons
had not been budgeted to meintain this level of fi''ancing the state share.

Responded by:
o changing reimbursement to area programs
. reducing local funds available to pay to contract providers
o growth gssf,aingent through area progretn assunption of full

financial risk for outpatient services in January 1996.

Concerns about area program readiness to handle challenges of managing

resources through this capitation method.
Responded bY:

. developing readiness criteria to help area proglams prepare for
implementation of the waiver program



. making site visits to each area program using the readiness criteria to
make judgments about area program readiness and needs for future
technical assistance and f1ainisg.

Start-up issues, such as late payment of bills, variations in contract
management across area programs, and varied responses to treatment
planni''g for clients.

Responded by:
. working with area programs to develop a standard contract to use

with providers (in process),
o monitoring claims pa].ment process through site visits and through

meetings with provider groups (ongoing),
. discussions with area progralns on ways to standardize

credentialing and privileging providers, including use of a
centralized organization (in process),

. developnent of standardized levels of care criteria to guide area
program staff in making treatment decisions based on medical
necessity (in process).

Early policy development and governance structures did not adequately
includ.e input from consumers, advocates and providers.

Responded by:
. seeking input from these groups on proposed contracts, Ievels of

care criteria, and expansion of waiver to adult services.

FUTURE PLAl.lS

The State has submitted an application to the federal Health Care'
Financing Administration to:

r to continue the current waiver past December 1995,
o to expand the child program statewide by December 19p7 and,
o to include adults statewide by July 1998.

Participating area programs will be at full financial risk for covered
sewices, both iapatient and outpatient, for eligible children beginning in
January 1996. Area programs who join Carolina Alternatives will do so at
tull risk.

For more information, please contact:
Judy Holland, Head
Carolina Alternatives Branch
9r.9 733-0598



AREA PROGRAIII
Blue Ridgc Aree Progrrm
355 Biltmorc Avenuc
Asheville, Nortlr Carolina 2E801

704-25E-3500

Footbills Arer Progrem
306 South King Sreet
Morganton, North Carolina 2E655

704438-6230

Forsytb Stokcs Aree Progrem
725 Highland Avenue
Winston Salem, North Carolina 271 0l
910-725-7777

Gaston Liocoln Area Program
401 North Highland Street
Gaston ia North Carol in a 28052
704-867-2361

OPC Area Progrrm
l0l East Weaver Strcct
Carboro, North Carolin z 27 5 1 0
9r9-918-r r l6

Smoky Mouutrin Arer Progrem
PO Box 280
Di llsboro, North Carol in a 28725
704-586-550 r

Southeestern Aree Progrem
2023 South Seventeenth Strect
Wilmington, North Carolina 28401
9I0-25t-6440

Trcnd Arcr Progrrm
E00 Flcmming Street
Hendersonville, North Carolina 28739
704-692-374t

VGFW Arce Progrrm
125 Emergency Road
Hendcrson, North Carolin a 27 536
9t9492-{01I

lVrkc Arer Progrem
401 East Whitaker Mill Road

Raleigh, North Carolina 27 608
9r9-856-5260

CAROLINA ALTERNATIYES

COUNTY
Buncombe
Madison
Mitchcll
Yancey

Alexander
Burke
Caldwell
McDowcll

Fonyth
Stokes

CODE
lt
57
6l
t00

2
t2
t4
59

34
85

36
55

Gaston

Lincoln

Orange
Person

Chatham

Franklin 35
Granville 39
Vance 9l
Warren 93

Wakc 92

Chcrokee 20
Clay 22
Graham 38
Haywood U
Jackson 50
Macon 56
Swain E7

Brunswick l0
New Hanover 65

Pender 7l

Henderson 45
Transylvutia EE

68
t5
l9



ATTAGIMNM D

Mentd Ecalth Study Commission
Area Board Fiscal Responsibilities

January 2.4,1996

AI firnding for mercal healtb, dwelopmental disabilities, and zubstance abuse

programs or related serviccs must be allocatd reccivd and used in accordance with the

iequirements ofthe Crcnerai Stanrtes, state ruies and regulations, and any area authority

agreements with DHR Failure to comply with these requirements could lead to delay,

reductiorl or denial of fgnds administered by the Division.t These requirements impose

the following fiscal respons'bilities on the area board:

Develop and rnaintain an annual budget in accordance with the Local

Government Budget and Fiscal Control Act;

IJndergo an annual independent udit and submir audited financial statements

and colpliance audit t.pbns to the Local Government Commission in

accordance wirh rhe Local Government Budget and Fiscal Control Acr;

Preparefee scludales for services and make every reasonable effort to collect

appropriate reimbursement for the cost of services;

Prepare and enrer into an annual rncmorandum of agreemcnt :vvith DHR that

esrablishes how tbe area authoriry will earn state dollars;

Establish dLspue raolation prccedara for persons challenging the planning

and budget proccses or any reduction in firnding for services;

Submit to the Division quartaly rq;orrof reccipts arrd expendinrres by major

rypes of fr:nds received and expended during the quarter and during the fucai

year to date; aod

.. Comply with fbdgal requirements as a condition of receipt of fedaal grcnts.2

A singie.county area authcity is a department ofthe county for purposes ofbudga and

fiscal control. A multicouory area authority area autbority is considered a "public

authority" for purposes oftbc budga law. All local governmeos and public authorities

must operate under a balacd aanual budget ordinance.3

I G.S. l22c-l4ro),
2 G.S. lZ2C-146 (fcc #Ics for scwiccs); G.S. l22C-143.2 (annuat mcoorandum of

agecmcnr). t2ZC -15t.3 (di4re resolrrion procedrres); l22C-llla)(4) ald'144.1(a) (annual hdga);
G-.S. l22c-144.1(b) tqtottoty npofls); C.S. tZC-tg.t(c) (annuat inarpcoacnt auditl aDd G.S. t22C'

I l7(aX6) (fcderal grast reguirJcas). Althougb G.S. l22C-l44.l$) statls only tbat the Division 'may

requirc pcriod,ic repors of recejus and cxpcnditures,' according to Cornmission nrlc* quancrty rEPons

are'r"q-oir"d' from all area rdoritics recciving srarc-admiaisrercd fiuds. N.C. Aoutx- CooE tit. 10.

ch. 14C S .1004.r c.s. 159€(a).
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G OVERNANCE AND ACC OI.INTABILITY SUB C OMMITTEE

Representative Charlotte A. Gardner

Chair

Charge to the Subcommittee

The main focus of the Govemance and Accountability Subcommittee is how to

improve fiscal accountability and quality of services and what are the implications of any

necessary improvements for the stmcture of area programs, as well as how they relate to the

State. In particular, the subcommittee was asked to look at: appropriate number/size of area

programs, the balance between local flexibility and State standards, uniformity of
administrative procedures/documentation, and client outcomes.

Discussion

Februarv 14. 1996

At this first meeting of the Subcommittee, Representative Gardner began by
reviewing why the governance and accountability issues need to be addressed as priorities
now. She explained that:

. The delivery of health care, including mh/dd/sa, is changing

. MHSC laid out a vision for the State in its plans.

+ A policy was established, as a result, for growing and improving the system
. of care. Initiatives were undertaken to expand available resources to

implement those plans.

. t Coalition 2001 was successful in advocating for additional State resources,

and the Division was successful in improving the participation of Medicaid
resources in achieving those objectives.

. But, with serious restrictions on growth of expansion resources, it is important to
look at how we're going to continue to address the needs of these populations

and do so in a cost efflective manner.

) Providers often say they could produce quality of care if they had more
resoruces. The legislature has expressed concems that, if it is to find
additional resources there needs to be greater accountability for what's being

spenL

) The real challenge is how to assure quality of care to more people in a cost

effrcient manner, and to be good stewards of public dollars while also being
responsive to the needs of the people.
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' Questions have been raised again and again in public hearings, correspondence
with the MHSC, and conversations across the State -- are the fiea programs
accountable, for fiscal operations and quality of services. Are there adequate
safeguards for advocacy concems and fiscal soundness?
t We saw a vivid example of how these issues can come to life at our last

meeting with the Tri-County audit repon.

. Very closely associated with the accountability issue, is the issue of whether the

current structure of area programs (their size, county relationships, and State

relationships) is adequate to meet this challenge of quality of service and cost
effrciencY.

The meeting was then opened up to the Subcommittee members to express their
concerns and questions around these issues. Items brought up for discussion included: the
need for 4I areaprograms; current structures of programs (size, county relationship, state
relationship, ?r€ they adequate to meet the challenge); differences between single county
programs and multi-county progams; lack of uniformity in procedures; client satisfaction;
self-examination from DHR; composition of area boards; lack of education for boards and
commissioners; what are we getting for the money spent; and how to evaluate the
administration of area programs.

The discussion was opened up to the audience, and they expressed concerns related
to: unevenness of money spent between mental health, developmental disabilities, and

substance abuse; single counties stnrggling with managed care changes; outcome study; no
system established for peer reporting; ownership of area boards in responsibilities; making
sure money spent best way; possible state involvement in consortiums; managed care -
economies of scale; administrative services organizations (ASO); credibility of system; and
experiences from other states may be helpful.

After lunch, John Baggett, Deputy Director with the Division of Mental Health,
Developmental Disabilities, and Substance Abuse Services, provided a presentation
developed at the request of the MHSC Co-Chairs on concerns, objectives, and options for
area program governance.

Concems related to governance included:

. Lack of ability of State under current governance structure to intervene in area
program operations, except to withhold funds.

. Inefficiencies and problems resulting from operating with different single county,
multi-county and large single county systems (Mecklenburg).

' Difficulty of providers and advocacy groups in dealing with the wide range of
differences between local programs.

. Ineffrciencies and costs resulting from the need for 41 separate administrative
operations.
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The following objectives for improving governance were given:

. Optimize economies of scale in administrative functions: personnel, contracts,

information systems, service authorization, data processing, quality assurance and

fiscal viability.
. Standardize and simplify administrative and operational processes in order to

reduce costs to private providers and strengthen responsiveness to advocacy

concems.
. Clarify and strengthen accountability for administrative and fiscal operations,

professional practice, client access, clinical outcomes and consumer satisfaction
. Standardize county policies and procedures in order to simplify administrative

and operational processes while maintaining local govemment support,

stakeholder policy participation, and achievement of state policy objectives
. Minimize administrative overhead in order to ma,ximize services within available

resources

Dr. Baggett then presented three options for restructuring area programs, and spoke to

the strengths and weaknesses of each. Those options were:

Option #l: Do not restructure local programs; keep the historic 4l programs.

Option #2: Reorganize into approximately 20 ueaprograms with an average of 5
counties each. All counties would be multi-county programs and

operate'under the same mles. Each area would be con{igured so as to

have more than a minimum and less than a maximum population,

except that geographical distance and population sparsity would be

considered

Option #3: Reorganize into approximately l0 area programs with an average of l0
counties each. All counties would be multi-county programs and

operate under the same rules. Each area would be configured so as to

have more than a minimum and less than a maximum population,

except that geographical distance and population sparsity would be

considered.

Each of the three options included the following recommendations:

. Support the Administrative Service Organization (ASO) strategy to address these

objectives:
- assist the Area Mental Health Programs in effectively implementing

managed care approach to service delivery in NC
- firnctions: standardized contracts, communication, technical assistance,

claims management, quality assurance, utilization management, financial

forecasting, review, support, and stop-loss fund management

- provide leverage and flexibility in purchasing and contracting
. Grant Division of MH/DD/SAS greater statutory authority to address

accountability issues :
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ability not only to witlrhold frrnds but to use those funds to contact for
services directly
ability to take over a service or a progftrm when it is necessary in order to
insue clients are appropriately served

' Provide in statute for a person with local government budget officer experience on
the Area Board and require finance comrnittees with appropriate representation.

' Require that counties allow Area Programs to maintain fund balances under
authority of Area Boards and prohibit imposition of county freezes on state
positions.

' Require that Division Director (or designee) be on all Area Program Director
Search Committees and Division Director approve selection of Area Director and
Finance Officer.

Response to Dr. Baggett's presentation included questions of ASO involvement; need
for intervention in area program operation; controversy of Division Director serving on area
director search committees. It was suggested that the Commission for MFI/DD/SAS approve
selection. Other comments included: concern that area directors have no personnel
protection; need to negotiate small programs coming together voluntarily; education of board
and commission members; and establishing criteria to appoint board members.

February 22, 1qq6

This meeting began with a review of the three options for govemance and the related
proposals from the last meeting. Dr. John Baggett reviewed the governance options, which
included a lengthy discussion on each one. It was decided to pospone further discussion
until another meeting, in order to move on.

After rnuch discussion on Siate and local relationships, the Subcommittee asked the
staffto draft statutory language that would implement the following recommendations: grant
the Division of MFVDD/SAS greater authority to address accountability issues (ability not
only to withhold funds, but to use these funds to contact for services directly & ability to
take over a service or area program when it is necessary in order to ensure clients are
appropriately served); require that counties allow Area Programs to maintain fund balances
under authority of Area Boards and prohibit imposition of county freezes on State positions;
and require that the Division Director (or designee) be on all Area Program Director search
committees.

After lunch, Allan Spader, NC Council of Area Programs, made a presentation on the
various opporhrnities for training that are available to area board members. Based on a
response to a survey of area board members, the Area Board Forum was created to provide
training, technical support and information to help board members become more
knowledgeable and effective. Committee members viewed a portion of a taining video tape
used in acquainting area board members with their legal responsibilities. Staffwas asked to
make recommendations on statutory language to mandate training for all board members.
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Lee Wood, DMH/DD/SAS, presented a brief overview of the differences between

single- and multi-county area boards, as detailed below.

Authority

Single-County

Local political subdivision of the

State, except for purposes ofbudget
and fiscal control in G.S. 159. [G.,S.

I22C-t 161
. must present its budget for

approval ofthe county
commissioners.

. financial operations must

follow the budget set bY the

county commissioners.
. the county has responsibility

for fiscal management of the

area authority and may require
all disbursements, receipts, and

financial management of the

area authority to be handled by
the county's finance officer
(can designate a deputy finance
offrcer who is area employee).

. part of the cotrnty's audit.

Membership of Board of county commissioners
Area Board determines the size of the area board

[G.5. I22C-118(a)] and appoints the
members of the area board, who may
be removed with or without cause.

[G.5. ]22C-t I8@l

In counties with a population in
excess of425,000, the board of
county commissioners may become

the goveming body for the area

authority. lG.S. I 53A-7n

Multi-Counfy

Local political subdivision of the

State. [G.S. l22C-]l6l
. responsible for their own

budgeting, disbursing,
accounting, and financial
management.

. required to appoint a budget
officer and a finance offrcer to
assume the duties outlined in
the budget and fiscal contol
act.

. must contract for their own
audit to be completed.

Each board ofcounty
commissioners must jointly agree

on the size of the area board [G.S.
I22C-l I8(a)l and appoints one

commissioner as a member of the
area board and these members
appoint the other members of the

area board, who may be removed
with or without cause by the group

authorized to make the initial
appointnrent. [G.,S. I 22C-l I 8(c)]
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Personnel

Single-County

Area employees are subject to the
provisions of Chapter 126 of the
General Statutes (State Personnel

Act). [G.^S. ]22C-1541

County may pursue statutory options
to bring the personnel administration
within the county personnel system -

if deemed "substantially equivalent"

by the State Personnel Commission.

IG.S. 126-t I (at)l

Multi-Counlv

(same)

The area authority, with the

approval ofeach board ofcounty
commissioners, may pursue

statutory options to bring the
personnel administration within the

county personnel system - if
deemed "substantially equivalent"
by the State Personnel Commission.

[G.5. ]26-II(at)l

The board of county commissioners Each board of county
may prescribe for area employees commissioners may jointly
rules governing annual leave, sick prescribe for area employees rules

leave, hours of work, holidays, and governing annual leave, sick leave,

the administration of the pay plan, if hours of work, holidays, and the

these rules are adopted for county administra-tion of the pay plan, if
employees generally. [G.5. ] 26-9(a)J these rules are adopted for each

1W; ;fmPloYees 
generallY' [G''S'

In reviewing the composition of area boards as directed by statute, it was determined
several changes to the stnrcture needed to be made in order to open additional space for.
members from the community. Recommended changes included: combining drug abuse and

alcoholism into one category under substance abuse (a client presently in recovery or a
member of a citizens' organization); one licensed physician instead of t'wo (if possible, one

who has completed a residency in psychiatry); three "family consumers" representing the
three disability groups; eliminate the attorney slot, and include a person with local
government budget offrcer experience. There was some discussion around requiring area

boards to have finance committees. Staff was asked to draft legislation that would implement
the various recommendations, with the intention of discussing and voting on the proposals at
a later meeting.

March 6, 1006

- The first half of this meeting was devoted to gaining some insight from the
experiences of other states in stnrggling to make system improvements. The Subcommittee
heard from Arizon4 South Carolina, and Georgia.
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Sue Davis, board member of the National Alliance for the Mentally Ill from Arizona,
stated that Arizona never had a Medicaid program but rather a managed care system was
established in 1982. Problems she focused on included: the system is primarily an acute care
model; a reduced quality of care due to lack of funds to deliver services; managed care

requires advocacy; and the system is funded on capitation basis. Positive aspects included:
the elimination of fraud; the elimination of duplicated services; consolidation of services; and
maximization of resources through integrated firnding. She expressed concern that clinicians
needed to dictate care and not businessmen. Lessons learned included: family members and
consumers on all regional area authority boards should be involved in planning and fiduciary
responsibility; meeting the eiigibility criteria is the key to accessing the system; and fear that
the system is moving to an indigent only care system. Issues raised by Commission members
included: accessibility for rural population, additional information needed on developmental
disabilities in managed care, and concern that managed care woul*not work in 4l area
progrzrms.

The next presentation was by David Mahrer, Quality Improvement and Advocacy, of
the South Carolina Department of Mental Health. He explained that the South Carolina
system is different in that they are not answerable to the Governor but rather to a7 member
commission (citizen board) comprised of I person at-large, and I person from each of the
legislative districts. The system is a wholly owned State mental health system. There arc 17

mental health centers (with local boards) with the same budgeting system for all, which
generates a monthly budget forecast, and the Department of Mental Health incurs any debt as

part of their overall budget. They have the same 30 plus services available in all of the
centers. He stated that 53%o of all revenues are from Medicaid, with the rest coming from the
State and a small amount from the county. The fee for service system has encouraged South
Carolina financially to develop more services, therefore they do not foresee a need for
managed care at this time. Questions were raised conceming: how they handle DiSH
moneys, the level of county support, the level of equalization for firnding, and the authority
of the counties in the system.

Rep. Gardner then introduced Susan Twardowski of the United Cerebral Palsy
Associations from Georgia. Ms. Twardowski discussed the restructuring of the Georgia
MHMRSA service delivery, as well as the shortcomings before restructr:ring. Unlike North
Carolina, Georgia has a free standing Medicaid agency in which federal money goes to the
Department of Human Resources and then disbursed. She reviewed the organizing
principles, the planning boards and their responsibilities, and the composition of regional and
community service boards. Ways of improving the system included: consumer and family
choice; a single system of service entry and coordination; local community decision-m*irg;
a single point of accountability; separation of planning and service delivery; and a client-
centered service system.

After lunch, Rep. Gardner asked the Committee members to consider the draft
legislation that staffhad prepared on the recommendations from the last meeting. She

requested that they review the document and make comments or changes before the next
meeting.
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Charles T. Grubb, Ph.D., Chief, Quality Improvement Section of the Departrnent of
Mental Health, Developmental Disabilities, and Substance Abuse Services made a

presentation on the Division's current approach to outcomes and accreditation. He
referenced the Mental Health Study Commission Plan for Quality adopted by the General
Assembly as policy guidance for the Division. The plan instructs the Division to transform
management style from one based on quality assurance to one based on quality improvement,
reduce rules and procedures, and emphasize client outcomes and client satisfaction. He

explained that 700 plus rules had been reduced to less than 190, with the number of rules

being reduced by 74% and the pages of rules reduced by 47%. Dr. Grubb mentioned the

biggest advantage of the new rules was that they clarifu and speciff responsibility for
administrative and clinical operations. He also emphasized the importance of the

development of client'outcomes and the new accreditation process. Accreditation is defined

as "the authorization granted to an area program by the Department of Human Resources, as

a result of demonstrated compliance with the standards established in the Rules, to provide

specific services." The Division can reconunend a l-3 year accreditation for area programs

or, for those which are especially good, recommend a 4-5 year accreditation with the

approval of the Commission for Mental Health, Developmental Disabilities, and Substance

Abuse Services. If there are dramatic changes in the area program, the Division can come
back and conduct another assessmeni at any time. The purpose of the accreditation process

includes:

. assuftutce and enhancement of system integrity,

. constant improvement of area programs and the services they provide,

. provide a process and mechanism for recognition of area programs that provide
services at a level ofexcellence,

. identiff oppornrnities for systemic improvements that will enhance efftcacy and

efficiency of service delivery,
. assure that services are provided at recognized levels of competence and in accord

with applicable rules,

' identiff opportunities for development of individual service provider skills,
. protect the health, safety and welfare of our clients, and
. identify service providers that would benefit from technical assistance and

training.

The basic accreditation process would include:

l. Self-study by the area progrilm based upon Division rules and standards of
practice.

2. Review of the self-study by the Accreditation Team.
3. On-site visit by the Accreditation Team.
4. Team identifies strengths and areas for improvement.
5. Area program develops improvement implementation plan.
6. Team recorlmends dwation of Accreditation.
1. Division accredits area program
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Dr. Grubb stated that the first statewide consumer satisfaction surveys were

conducted in November, and results from them should be available by mid-April. Questions
were raised conceming: cost of such an approach, accrediting the who{e program vs. by
service, and whether announced reviews would skew the results.

Maria Spaulding, Director of Human Services for Wake County made a presentation

on the Wake County governance proposal. The proposal was generated by the County

Commissioners Board which was interested in a greater integration of program services and a

revival of quality service at a reduced cost. Wake County proposes to integrate the Social

Services Dept., Public Health Dept., Mental Health Dept., Child Support Agency, and tlre

Job Training Agency into one Human Services organization.

Recommendations from Wake's Human Services Policy Board to the County
Commissioners included: a single policy making board; a single human service agency, with
one executive director; and the savings received from the changes would be reinvested in the

services. Legislation is needed to allow the county to operate with a single board and

director. Concerns expressed by Commission members included: who's ultimately
accountable, net loss of representation on board, authority of the Division in new

arrangement, how to access the system for a specialized need, expected cost savings,

authority of new board to set policy vs. advise, and ability to track specific funding
initiatives.

March 20. loo6

Each of the recommendations generated thus far were reviewed and discussed

thoroughly with consideration given to recommended language changes and suggestions

submitted by various parties.

Sen. Ward asked the Department to prepare a response after lunch regarding: how the
changes being made now would prevent occurrences such as Tri-County and Southeastern in
the future; how will the Department be affected with the proposals being considered as far as

additional personnel; and will these changes impact services for the people of North Carolina.

After lunch, John Baggett; Deputy Director of the Division of Mental Health,
Developmental Disabilities and Substance Abuse, responded to Sen. Ward's concerns. In
regard to the first concern, he stated that regulations would have been in place allowing for
financial receipts to be closely monitored and a complete administrative and program review
to have occurred. Secondly, additional personnel would not be needed unless there were
multi-counties having diffrculty or if the Department were to experience downsizing. In that
case, contract services could be used to attain additional staffif deemed necessary. Last, Dr.
Baggett assured Sen. Ward that the changes being made would not affect services of the local
programs.

The Subcommittee then voted on which recommendations to submit to the full
MHSC, and those are listed in the following section.
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G OVE RNAN C E & AC C O UNTAB ILI TY S AB C O MMI TTE E
RECOMMENDATIONS

Many of the recommendations included here are based on a few broad premises that
seemed to emerge from the Subcommittee's deliberations. Those underlying themes are:

. With the State allocating approximately 65Yo of the funds for mental health,
developmental disabilities, and substance abuse services, the State has a strong
vested interest in the financial accor:ntability of and quality of services provided
by the area programs.

. As the system moves toward a managed care model of service delivery, the role
and function of the area board not only changes, but becomes even more complex
and critical.

. With the move to managed care, it is important that all area programs (whether
single-county, multi-county or exceptions) are operating as much as possible with
the same authorities, as well as responsibilities.

Recommendation #1

Require that counties allow area programs to maintainfund balances under the authority of
area boards.

Rationale for change: During presentations to the full MHSC regarding managed
care, several comments were made regarding the diffrculties many area programs, especially
single-county programs, face in managing a system of resources without a financial reserve.
Most multi-county area programs operate with a fund balance, and the need was felt to
equalize some of the management capacities of single-county programs with those of other
area programs. Concerns were raised regarding the ability of the county to determine its
level of support for mh/dd/sa services, and it was made clear that they still maintained
discretion as long as proposed reductions aren't for the reasons listed in G.S. l22C-L 15(e).

Legislative language:
Amend G.S. 122C-l 15 by adding:

Gl) The board or boards of county commissioners that establish the area authonty shall
allow that area authority to maintain an unrestricted fund balance of up to l57o for the
provision of mental health, developmental disabilities. and substance abuse services. The
fund balance shall continue forward from year to year. in accordance with the rules of the
Secretary.

(9) Counties may not reduce counlv appropriations and expenditures for area

authorities due to the availabiliqv of State-allocated funds. fees, capitation amounts. or fund
balance to the area authoritv.
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and amend G.S. I22C-l I7 by inserting:
(l) Maintain an unrestricted fund balance of up to l5% in accordance with the rules

of the Secretary. allocations from which are solely within the authoriqv of the area

authoritv.

Recommendation #2

Require that the Director of the Division of MH/DD/SAS (or designee) serve on all area
program director search committees.

Rationale for change: In analyzing the role of the State in ensuring an area program's
financial stabilify and accountabiliry, it was felt that, with the responsibility that the area

director has, the perspective and input of the Division Director would be a valuable addition
to the process of selecting an area director. Concems were raised about mandating this
consultation, but it was felt that those who most needed the assistance wouldn't ask for it
otherwise.

Legislative language:
Amend G.S. I22C-I I7(a)(7) as follows:
(7Xl) Appoint an area direede* director. chosen through a search committee on which

the Secretary of the Department of Human Resources or his designee serves as an ex-officio.
non-voting member.

Recommendation #3

Prohibit area board vacancies from remaining openfor an extended period of time.

Rationale for change: Concerns were raised over reports that sometimes seats on an

area board are vacant for an extensive period of time, and with the importance the board
plays or must play in managing the complex finances of an area authority, appointing
members to this board must be a high priority.

Legislative language:
Amend G.S. I22C-118 by adding a new section as follows:
(31[) Whenever a vacancy occurs on the board. it shall be filled within one hundred and

twentv days.

Recommendation #4

Eliminate one of the two licensed physicians on the area board.

Rationale for change: It was felt that there was a need to open the board up for greater

"non-designated" representation from the community, and that one physician was adequate,
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especially for nual areas, where it might be more difficult to fill both of these slots on the

board. This is still just a minimum requirement and could be exceeded if desired.

Legislative language:
Amend G.S. I22C-l I8(e)(2) asfollows:
(2) At least fil*e?h'lsi€ians one ph)rsician licensed under Chapter 90 of the General

Statutes to practice medicine in North Carolina and who- when possible, en€-of

@ if certified as having completed a residency in
psychiatry;

Recommendation #5

Combine the area board representation of drug and alcohol abuse into substance abuse, for
b o t h c li ent and family r epr e s entativ e s.

Rationale for change: This reconrmendation sprung from the desire to put

representation for substance abuse needs in parity with the other two disabilities, as well as

encourage stronger advocacy on behalf of substance abuse services. Again, this would only

be the minimum requirement and additional representatives could always be appointed.

Legislative language:
Amend G.S. I22C-118(4G.1) and (5) asfollows:
(4.1) At least one primary consumer eaeh presently and openly in recovery end

representingtheinterestsofindividualssufferingfromthediseaseofalcoholismor
other drug abuse. $d*hi
a-^J€€holisft€ad
U-Bn*g{b$s*

(5) At least one family consumer each representing the interest of individuals with:
a. Mental illness;
b. Developmental disabilities; and

c..+leeUetism,-and Alcoholism or other drug abuse in the family.
d"Drug-€hls'e

Recommendation #6

Add a representative to the area board withfinancial expertise

Rationale for change: This recoulmendation originated with the State Auditor's
presentation to the full MHSC on the state-wide implications of the Tri-County Area
Program Audit. With the complex nature of area program financing, it was thought that
someone who could interpret figures and ask appropriate questions was a critical addition to
the board.

Legislative language:
Amend G.S. I22C-l I8(e) by adding a new subsection (7) asfollows:
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(l) At least one member who has experience in financial areas to the extent that he or
she can understand and interpret audits and other financial reports accurately.

Recommendation #7

Require boards of county commissioners to declare vacant the seat of an area board member

who accumulates 3 unexcused absences within a I2 month period..

Rationale for change: This recommendation came from the full Commission as a

substitute to the Subcommittees recommendation for term limits for area board members

(which also originated with the State Auditor's presentation to the full MHSC on the state-

wide implications of the Tri-County Area Program Audit). It was felt that the real issue was

not how long a person serves on the board, but whether or not they are an active participant
who takes the responsibilities of their offrce seriously. The Commission expressed desire to

have the Subcommittee look at additional areas the State can provide guidance in to assure a

level of quality among area board members, when they reconvene after the short sessison.

Legislative language:
Amend G.S. I22C-I 18 by adding a new subsection as.follows:
(gl) The{i*oup of countv commissioners authorizedto make appointments to the area

board shall declare vacant the office of a member of the area board who does not attend three

scheduled meetings without justifiable excuse within a twelve month period.

Recommendation #8

Require all area boards to have finance committees.

Rationale for change: As a means of ensuring that problem areas could be identified
early, it was felt that some board members needed to be continually examining the financial
data that area programs generate monthly. While many area programs currently have finance
committees, not all do, as it is up to the discretion of the board.

Legislative language:
Amend G.S. I22C-l I9 by adding a new section (d) as follows:
ft!) The area board shall establish a finance committee that shall meet at least six times

per ]rear to review the financial strength of the area program. The finance committee shall

have a minimum of three members. two of whom have experience in budgeting and fiscal
control. If the area board so chooses. the entire area board may function as the finance

committee: however. its required meetings as a finance committee shall be distinct from its
meetings as an area board.
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Recqmmendation #o

Mandate trainingfor all members of an area authority's governing body.

Rationale for change, B".urrr" an area authority has ultimate responsibility for
planning and operating mental health, developmental disabilities, and substance abuse

services, it was felt that it was important for each board member to have a thorough

understanding of their responsibilities as well as the inficacies of delivering these services.

This recommendation also extends this naining requirement to all folks who serve on a

governing body, even if there is no area board (i.e. Mecklenburg model). The State Auditor
also mentioned the need for greater board training in his remarks.

Legislative language:
Amend G.S. 122C-l 19.1 as follows:
All members of the governing bodXfor an area @ authorilv

shall receive initial orientation on board members' responsibilities and training provided by

ttre iees

S€€retaqr€f{he Deparrnent M in fiscal management, budget

development, and fiscal accountabillty. A member's refusal to be trained nnay shall be

grounds for removal from the board.

Recommendation #10

Grant Division of MII/DD/SAS authority to use withheldfunds to contractfor ser-tices

directly.

Rationale for change: Dr:ring the last few legislative sessions, the Divisicin has

received authority to withhold administrative funds from an area program for failure to
provide timely services or financial failure. Unfornrnately, exercising this option could
impact services to clients. In order to ensure that senrices aren't intemrpted, it was felt the

Division needed the ability to confract for those services directly.

Legislative language:
Amend G.S. I22C-124 by inserting a new section (b) as follows:
@) If the Secretary determines that an area authoritv is not providing minimally

adequate services. in accordance with its annual service plan, to persons in need in a timely
manner- or fails to demonstrate reasonable efForts to do so. the Secretary. after providing
written notification of his or her intent to the area board and after giving the area authoribr an

opportunity to be heard. may withhold funding for the pa*icular service or services in
question from the area authority and insure the provision of these services through contracts
with public or private agencies or bJr direst operation by the Department.
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Recommendation #11

Grant Division of MII/DD/SAS authority to take over a service area or area program when it
is necessary in order to ensure clients are appropriately served.

Rationale for change: As the Division moves to an accreditation model of reviewing
area programs, there needs to be a mechanism to allow for direct action by the State, when all
existing avenues have failed, to ensure the delivery of quality services to persons in need.

Legislative language:
Add a new G.S. I22C-125.1 that reads as follows:

$ 122C-125.1. Area Authority failure to provide services; State assumption of service

delivery.

At any time that the Secretary determines that an area authoriV is not providing
minimally adequate services. in accordance with its annual service plan. to persons in need in
a timely manner, or fails to demonstrate reasonable efforts to do so. the Secretary. after
providing written notification of his or her intent to the area board and after giving the area

authoritv an opportunity to be heard, may assume control of the particular service in question

or of the area authoritv and appoint an administrator to exercise the powers assumed. This
assumption of control shall have the effect of divesting the area authority of its powers in

Q.S. 122C-117 and all other service delivery powers confened in the area authority by law as

they pertain to this service. Counqv funding of the area authority shall continue when the
State has assumed control of a service area or of the area authoriU. At no time after the State

has assumed this control shall a counlv withdraw funds previously obligated or appropriated
to the area authority.

Upon assumption of control of service delivery. the Department shall, in coqjunction
with the area authoritv. develop and implement a corrective plan of action and provide
notification to the area authority's board of directors of the plan. The Department shall also

keep the county board of commissioners and the area authority's board of directors informed
of any ongoing concerns or problems with the area authority's delivery of services.

Recommendation #12

Prohibit imposition of countyfreezes on State personnel positions.

Rationale for change: During discussions around county participation in mental

health, developmental disabilities, and substance abuse services, it was discovered that a few
single county programs have effected hiring freezes on the area progpm in order to force
reversions to the county general fund. This has a direct impact on the areaprogram's ability
to provide quality services, as well as representing another way that single-cor:nty programs

are hampered in their ability to manage the services they're directed to provide.

Legislative language:
Amend G.S. I22C-154 asfollows:
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Employees under the direct supervision of the area authority are employees of the area

authority. For the purposes of personnel administation, Chapter 126 of the General Statutes

applies unless otherwise provided in this Article. The area authority shall have the sole

authoritv to determine. subject to the policies and procedures established by the State

Personnel Commission. the establishment of positions. the hiring of positions. and the setting

of salaries within a salary plan established according to G.S. 122C-156 for any position
which is partially or wholly funded hy federal dollars. state appropriations or fees.



GOVERNANCE & ACCOANTABILITY SABCOMMITTEE
FUTI]RE WORK

Many questions were raised during the Subcommittee deliberations that weren't
addressed during this round of recommendations. It was expressed that these were some of
the issues the Subcommittee wanted to return to when it began meeting after the 1996

Legislative Session. These issues included:

Do we need 4l area programs?
How can we know what we are getting for our money?

Current statutes restrain initiative (like Carolina East).

What have been the outcomes of the Mecklenburg experience in consolidating

Human Resource boards?

Is there any way to predict administrative costs of various governance models?

System changes should be driven by something other than savings, especially

administrative savings.

How long do you allow an area program to continue to perform poorly before acting?

There's no mechanism for peer reporting (as prevention).
Need economies of scale (ASO can provide).
Area directors have no personnel protection (unlike DSS & Public Health).
When combining area programs, look at county financial participation - be careful
that it won't result in a net loss of county support.
Should provide some guidance/criteria to county commissioners for appointing board
members so that you can get the best people on board.
Area authority should have final authority over all budget amendments and transfers
within its approved budget.
Area authority finance director (in single county programs) should have the same

authority/responsibility for the area program regarding G.S. 159 (Budget and Fiscal
Control Act) as is currently designated to the county finance officer.
Look at need to reform the State Personnel System, specifically its classification and

compensation provisions.
Need to allow single county area boards to obtain "substantial equivalency" for
personnel without county commissioner approval - as multi-county area boards can.
What additional measures can the State take to ensure the quality of members serving
on area boards?

The only issue remaining to be addressed from the State Auditor's recommendations is:

. The Legislature needs to clearly establish its expectations for administration of area

mental health centers by more clearly identifying the respective roles of the local

authority, the Department of Human Resources, and the Local Government
' Commission.

a

a

a

a

a

a
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FINAI\CING SIJBCOMMITTEE

Senator Leslie J. Winner
Chair

The Mental Health Study Commission Subcommittee on Financing met a total of four
(4) times. Below is a summary of each meeting. Minutes of the meetings, including
handouts distributed to the Subcommittee, are available in the Commission Office in Room
687 - Albemarle Buildine.

feUruary t+. tq96

The initial meeting of the Subcommittee began with a discussion, led by Senator
Leslie Winner, Chair, of the items to be considered by the Subcommittee: (l) Medicaid as it
applies to mental health; (2) managed care - expansion of Carolina Alternatives; (3)
equalization of firnding for area mentai health programs; and (a) maximization of funds in
mental health. Stafffrom the Departrnent of Human Resources, Division of Mental Health
(DMH) and the Fiscal Research Division of the N.C. General Assembly made presentations
on each of the items under the Subcommittee's charge.

The Subcommittee directed staff to provide further information regarding
Equalization and Managed Care and agreed to defer further discussion of the Medicaid issue
pending action from the U.S. Congress.

March l. 1qa6

The second meeting was devoted to a discussion of Equalization of funding for area
mental health programs. The Division of Mental Health provided a brief history of various
strategies used by the state to address the issue of equalization. The Division also reviewed
various methodologies for equaiization of funding including the current formula for
equalization (70% of new state dollars for expansion and 30o/o for equalization) and
methodologies which factored in division funds, state institution usage, value of service,
county appropriations and fee collections.

The Subcommittee heard from representatives of the various disability groups as well
as several area mental health program directors regarding their views on equalization. Most
representatives agreed that system wide funding is insufficient and that the concept is
difficult to define given the nature of mental health services and the diversity of North
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Carolina geographically and economically. Representatives concluded their comments with
expressions of support for the Subcommittee's charge to review the issue of equalization.

The Subcommittee deferred a vote on this issue until firrther information could be

provided by the Division. Consequently, the Subcommittee directed the Division to bring
back charts which depict equalization of all state funds (which include state general firnds,
federal funds administered by the state and costs for state facility usage) and county ability-
to-pay (defined as all county appropriations and fee collections).

March 21. 1qq6

The purpose of this meeting was to review the Carolina Alternatives program

comprehensively in order to develop a recommendation regarding future expansion of the

Program. The Department of Human Resources was asked to present its position on the

future of Carolina Alternatives (CA) regarding expanding the program statewide to include
adults and children (who are Medicaid eligible) who require mental health and substance

abuse services and to address the issue of cost as it relates to not fully implementing Carolina
Alternatives.

In response to these questions, the Division indicated that the cost of not
implementing a managed care approach in mental health and substance abuse services would
exceed the cost of fully implementing Carolina Alternatives statewide. The Division pointed
out that the dramatic growth in Medicaid eligibles as well as the demand for mental health
services under the regular or "fee-for-service" model is projected to increase at significant
levels consistent with past years experience, tlus making Carolina Alternatives a financially
viable alternative

Given this assumption, the Division of Mental Health indicated that DHR fully
supports Carolina Alternatives. However, the Office of State Budget and the Govemor have

not yet taken a formal position regarding expansion pending an analysis of available funding
within the Medicaid budget.

In addition to the issue of cost, the Subcommittee reviewed the issue of quality of
care under CA. A variety of individuals were invited to present their perspectives on the
issue. Two independent researchers from Duke University presented their findings based
upon a two-pronged evaluation of the Carolina Alternatives program. The evaluation
focused on provider satisfaction (including public agencies such as local departments of
social services) as well as client/family satisfaction. The evaluators indicated generally '

positive feedback from respondents.

Members of the various disability goups as well as area mental health progmm
directors provided feedback which ranged from caution to suppon of CA. Most agreed that
policy makers should emphasize services under a managed care approach as opposed to cost
containment only. In.conclusion, the Subcommittee heard from the parent of a child
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curently receiving care under CA. This individual commended CA on its staffand quality of
services provided to her and her entire family.

The discussion of Carolina Alternatives concluded with several members of the

Subcommittee giving "tentative" support of CA with certain provisos to be included in the

final report to the full Mental Health Study Commission. The Subcommittee deferred a final
vote on the matter until its April 19, 1996 meeting.

The Subcommittee resumed its discussion (from the March l,1996 meeting) of
Equalization of funding for area mental health programs. The Division of Mental Health

provided a chart titled "Incentive Method" which illustrated how future expansion funds

would be allocated to area mental health programs. Under this methodology, new state

expansion funds would be allocated as follows: 50%o per capita artd 4A%o "catch up" based

upon all Division funds and State institution usage (which is aimed at bringing all area

programs to the statewide per capita mean). The remaining l}Yo would constitute "incentive

firnds" for area programs demonstrating actual increased county appropriations and fee

collections. Incentive funds would be allocated on the basis of percent of growth as

compared to a previous fiscal year. In order for area programs to be eligible for incentive
funds, counties would have to pay fi}% of the amount of county general funds budgeted.

The Subcommittee agreed to take a final position on the issue at its April 19,1996
meeting pending a revision in the lncentive Method which would reflect allocation of the
10% incentive funding on a per capita basis.

The meeting concluded with a committee discussion of the idea of modiffing the
current policy of distributing new state expansion funds based upon a one-third distribution
across disabilities. Using the long range disability plans as a basis, the Division provided
updated needs estimates. Members of the audience expressed concerns regarding data used

in the development of the plans. Since the Subcommittee did not take a position on this
issue, the issue will be considered again during the April 19, 1996 meeting.

April 19, 1q96

The Subcommittee met briefly to formally vote on its recommendations to the MHSC
regarding the issues of Equalization of fi.rnding and future expansion of Carolina
Alternatives.
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FINANCING SUBCOMMITTEE
RECOMMENDATIONS

The Subcommittee on Financing made the following recommendations:

Recommendation #1: Equalization

The Mental Health Study Commission recommends adoption of the Department of
Human Resources, Division of Mental Health's "Incentive Method" for the purposes of
allocating new state expansionfunds to area mental health programs, efective FYI996/97
(see Attachment A of this Section.). Additionally, it is recommended that the distribution of
new state expansionfundsfor FYl996/97 continue to be allocated across disabilities based

upon the one-thirdformula utilized during FYI995/96.

The Subcommittee on Financing recognizes the need to begin the process of
distributing new funding for MIVDD/SAS between the disability groups on the basis of need.

However, much work needs to be completed to develop a system which would accurately and

appropriately assess the needs for all disability groups. In further.recognition of this need,

the Subcommittee recommends the creation of a taskforce, with appropriate representation
of all stakeholders, which would work in conjunction with the Division of Mental Health,
Developmental Disabilities, and Substance Abuse Services to develop a needs based
approach tofunding.

Recommendation #2: Carolina Alternatives

The Mentat Heatth Study Commission recommends future expansion of the managed
care program Carolina Alternatives to include addttional area programs under the child
waiver andfull implementation of the adult waiver.

In recognition of the tremendous work already completed and funre work needed to
implement the above recommendation, the Subcommittee provides the following
concerns/guiding principles :

1. The Mental Health Study Commission's endorsement of the expansion of
Carolina Alternatives is contingent upon capitation rates which are sufficient to
provide for appropriate, quality services.

2. MII/DD/SAS Medicaid frrnds under the conhol'of the Division of Mental
Health should be adjusted for changes in number of eligible recipients and

inJlation using the same continuation budget methodology as is currently
applied to other Medicaid funds in the Department of Human Resources.
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A

5.

6.

9.

10.

11.

7.

8.

The Deparrnent of Human Resowces, Division of Mental Health and the Fiscal
Research Division of the N.C. General Assembly should review the Carolina
Altematives program periodically to evaluate the cost effectiveness of the
program. I

A finding of "readiness" should formally be made by the Department of Human
Resources,'Division of Mental Health for each area mental health authority prior
to expansion of the current waiver to adults in the ten pilot area programs and

prior to implementation of Carolina Alternatives in additional area programs.

This finding should address readiness issues such as (a) adequate community
senrices, (b) administrative support, (c ) fiscal stability and accountability, (d)

Area Board of Directors support, and (e) quality assurance.

Financial savings realized by the state or area mental health authority/progftlm
as a result of the implementation of managed care, should be re-invested in the
local mental health system for the purpose of creating or expanding appropriate
community based mental health services.

The system of care management should be provided by appropriately trained
and competent mental health professionals and should be clienVfamily centered,

based upon individual needs and should provide for the most appropriate
services.

Definitive client outcome measures should be implemented in the current pilot
programs and in place prior to further expansion of Carolina Alternatives.

Future expansion of Carolina Alternatives should aim to ameliorate problems
created by a public "two tiered" system of mental health services based upon
client eligibility status.

Planning for funre expansion of Carolina Alternatives should be deliberate,
methodical and provide for inclusion of all stakeholders including clients,
families, state and local governmental agencies, providers, advocacy groups and
other interested parties.

Future expansion of Carolina Altematives should aim to minimize cost shifting
at any various levels of state dnd local governmental agencies (such as human
services and criminal justice), within disability areas in area programs, public
and private providers, and clients and their families.

In the capacity of the Managed Care Organization (MCO), area programs should
maintain emphasis on high quality, appropriate services to mental health clients
while balancing the need to maintain efficient operations.

A "user friendly" grievance and appeals system for clients/families which
addresses issues such as appropriateness ofservices should be in place prior to
future expansion of Carolina Altematives. The system should ensure timely
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13.

t4.

15.

16.

resolution of issues as well as adequate provider and consumer education
regarding the system.

Future expansion of Carolina Alternatives should include a thorough review of
capitation rates. These rates should be evaluated periodically by the Department
of Human Resources to assess appropriateness and to address the issue of cost

shifting as addressed in #7.

State contracts with area programs acting as MCO's, should detail expectations

regarding the provision of services, state and local authority and responsibility.

Expansion of managed care should not result in the inappropriate shifting of
public resources from direct services for mental health clients to area program
administration.

Future planning and expansion of Carolina Alternatives should emphasize

preventative services.
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TABLE PRESENTATION

l.County General funds considers
payment at 95o/o of prior year budgeted
level.

2. Patient fees compare growth from 1994-
95 Actual to 1995-96 Budgetdd. At this
time, only 1994-95 Actuat and 1995-96
Budgeted have been reported on the Fiscal
Monitoring Report. If Incentive Method is
implemented, Division will be able to
compare 94-95 and 95-96 Actual when
measuring growth.

3. Exciudes Carolina Alternatives and
regular Medicaid Plan funds from Patient
Fees.

ACTUAL IMPLEMENTATION

1. Area programs would not be eligible for
incentive funds if counties did not pay
LOOo/o of budgeted County General funds.

2. Patient fees growth will be calculated on
a comparison of Actual collections from the
2 most recent vears.

3. Carolina Alternatives and regular
Medicaid Plan funds will be added to the
Patient Fees portion once CA
implementation is uniform.

ATTAOIMENI A

INCENTM METHOD (50Vo per capita, 40Vo Catch-up based on Division funds + Institution IJse and
l07o Population Weighted Incentive related to County GenerallPatient Fees): Recommended
requirements for funding from 10% incentive portion and differences between method of
presentation artd implementation related to County General F\rnds and Patient Fees.

RE C OMMENDED REQI.IIREMENTS I

1. Counties must pay 100% of the amount of County General Funds budgeted,
otJ:erwise, the area program will be ineligible for consideration for any share of the
10% incentive portion, regardless of whetl:er growth in Patient Fees off-set such a
reduction in County General funds. (Iregistative Special Provision prohibits a
reduction in County Generai payments based on increased fee collections.)

2. If a county decreases its budgeted County General funds from one year to tJre next,
the area prograrn will be ineligible for consideration for any share of the 107o incentive
portion, regardless of whether growth in Patient Fees off-set such a reduction in
budgeted County General funds. (G.S. 122C-146 prohibits a reduction in the
budgeted commitment of local tar revenue due to increases in fee collection.)
Allowances will be made for county fund fluctuations for capital projects, etc.

3. An area program must have an overall increase in County General funds plus Patient
Fees to be eligible for consideration for incentive funds. If an area program shows an
overnll decrease in County General funds pius Patient Fees, they will not reflect
growth and would therefore be ineligible for any share of tJ:e 107o incentive portion.

4. All area programs meeting tJ e requirements of lthrr 3 above would be eligible for
funding from the incentive portion based on their percent of prowth multiplied by
their population compared to the percentage growth, multiplied by population, for all
other qualifying programs.

DIFFERENCES BETWEEN PRESENTATION A}.TD IMPLEMENTATION

c:incentfd Revised 4/L9196



,DSAS ACCREGATE: IncentlYe ltethod
(10%: % Increlsc, Population Wcigbted)

ludes Willie M., Thomas S., Cross Area Service Program, One-Time Funds and Carryover Funds.
:ar average days usage at current rat€s sdjust€d to FY 95 utilization level. Excludes leave days and days from specialty units.

(l)

:a Program

(2)'

Total
Division
Sate and
Federal
Funds'

4-Year Avg.
State

Institution
Usage'*

(4 )

Total
Division

Funds Plus
Institution

Use

(5)

Total
Div.
Per

Capita

(6)

Total
Div.
Per
cap

Rank

(7)

Funds
Needed
to Mean
of $85.62

Distribution

Arca Prognms

$1,000,0,00

50% Per Cap

40% Catch.Up
Portion

$r,000,000

l0%
Incentive
Portion

Total
50-40-r0
Method

nd 3,821,637 9.229.963 13.05I.600 l4 1.86 6,550 2. r35 8,685 Tideland
ke 2,?60,868 ?.048.583 9.809.451 134.11 , 5,207 788 5.995 Roanoke-Chowen

2,146,488 5,372,690 7,519,178 r29.78 3 4,124 0 4,t24 lanoir
r.Greene 3,0r2,734 7,499,456 10.512.190 125.95 4 5,942 l.?60 7,702 Wilgon.Greene
.w 4,5ll,7?6 12,701,829 17.213.605 t24.27 5 9,861 441 r0,302 v.G-F.W
x 2.439,248 4,232,214 6.67t.522 1 17.1 8 6 4,053 L.272 5,325 Halifax
m 6.039.409 16.831.000 22,870,409 r 16.98 13,918 L72 14,090 Durham
nce-Caswell 5,426,680 10.184.399 15,61l.079 I 16.7? 9.517 4ll 9.928 Alamance.Caswell

-Nas 4.07r.298 I1,669,786 15.74r.084 u3.06 a 9,91r 4ll r0,322 Edsecoobe-Naeh
ham 2,770,769 6,920,583 9.691,352 r r0.9! l0 216 0 6,2r( Rockinsham
amDson 2,94 l,397 6,645.29G 9.586.693 t07.47 1t 6,350 0 6,35( Dupbn-Saopeon

r 3,2t4,413 4.594.202 7.808.6 r 5 105.41 12 5,274 r,128 6,402 Rutherford.Po&
arle 3.056.398 1 10.?36.428 t02.73 IJ 7.444 5,51 t2.952 Albeoarle

6,154,344 I L794.660 17.949.004 I0l.?! l/ 12.560 r,393 13,953 o-P-c
3.710.874 8. lE2.9l( l 1,893,?84 101.3! l5 8, 8,35t Pitt

tid 6.820.281 15.011.39'i 21.831.678 94.47 l6 16,451 r0.431 26,88' Blue Ridee
and 2,i43,738 5.392.69( 8.136.434 93.6' 6, l8i 5.03i rt.22c Cleveland
rd 10.095.371 23,581,394 33.676.765 93.0C l8 23,76! 0 25,763 Guilford
rlls 5.794.383 r4.289.548 20.083.931 92.9( l9 15,381 96i 16,344 FootNls
Sastern c.ccq. /c / 14.349.?69 19.904.526 89.9C 20 15,?6' r,061 16,823 Southeaet€rn
ills 6,189,861 9,825,00€ 16,014.E67 89.2! 2L t2.76t 4.281 17.050 Sandhills

4,6G7,351 10. I I 7.992 r4,785,343 89.0' ,, r 1.82: 6,49a 18,31E Neuse
h-Stokes 8,016,86G 19,690, l0g 27,706,975 87.9€ 23 22,42a 7-96t 30,39C Forsytb.Stokeg
Yadkin 2,990, r39 5,164,500 8.154.639 85.23 24 37,226 ?,06t 2,29( 9,364 Surry.Yadkin
arnett 4.542.345 5.210.1I 752.460 83.8! 25 201,3?9 9. 3,484 r3.150 Lee.Harnett

2.9iL75i 6.202.816 9, I 74.573 83.85 26 L94,224 Ll3( 9.130 Wayne
ver 5.950.529 6.269.47S 12,210,008 83.r q'l 362.518 12,95( t4,821 New River
,h 3,68 r, 137 5,54r,145 o rtt 99.t 81.43 28 474,782 I r,34( 1.83( r3, l?6 Randolph

lon 3,062,998 4,133,365 7,196,363 80.84 29 425.872 9,271 2.39( I r,667 Johneton
'Mountain 5,672,491 6.200,352 11.872.843 ?9.8C 30 865,529 r6,56( 3,80i 20,373 Smoky Mountain
lastern Keg. 6,84 7.54C I0,639.484 t7,487,024 78.58 3l r.566.166 26,65i 3.72A 30,37! Southeagtern Reg.

3,105,78€ 4.699.162 7,804,951 77.13 32 858,937 13,133 0 13, l3: Trend
l. 5,814,357 12.032.442 17,846,799 ?5.86 33 2.296.762 32,60i 6.498 39, l0 I Gaston.Lincoln

I r,432.796 23.923.723 35,356,5 r9 72.73 34 6.268.329 77,879 0 77,875 Wale
5,953.317 11,385,215 r7.338.532 70.71 35 3,644,447 42,604 10.985 53,58! Tri-County
3.24E.2r4 5,397,794 8.646.008 69.37 36 2,025.t55 22.852 2,638 25,49( Catawba
3.526.70S 5,G76.944 9.203,653 68.34 t1 2,327,22r 25.652 0 25,651 Davidson

nt 6.859.303 8.851,149 t5.7t0.452 62.r7 38 5,925,722 S8.891 8,828 61 ,722 Piedmont
14.54 1.458 18.368.612 32.910.070 58.55 39 15,219,4 t5 I45,0?6 0 t45,07C Mecklenburg
6,196,90€ 8,654,071 r4.850.979 51.35 40 9,909,041 88.989 0 88,98€ Cuoberland
3,286,895 4,532,341 7,819,236 50.86 41 5,343, t2? 47,827 0 47,827 Onslow

-S 205,6J5.G23 395.718.281 601.363.904 85.6' N/A 57,945,851 900,000 r00,000 1,000.00(
lotal Below Mean: 658.165 48,347 ?06.51i

95tNPOr0.XLS



DTIHDDSAS llEilTAL HEALTT* IncentlYc ltethotl
(1O%: 96 Increa3e, Popul.tlon welghtecll

(1)

Area Program

(2',)

Total MH
Division
State &
Federal'

(3)

4-Year Psy.
Hospital

Institution
IJsaget'

(4)

Division
MH Funds
Plus Psyh.
Hosp. Use

(5)

MH
Per

Caoita

(6)

MH
Per
cap

Rank

(7)

Funds
Needed
to Mean
of $36.51

Di3tribution
t1,000,900

50% Per Cap

40% Catch-U1

Portion

sr,000,000
t0%

lncentive
Portion

Total
50-40-10
Method Area Programr

Durham 2.03r.093 r0.091,548 L2.L22.638 62.01 13,91f 172 r4,09( Durham

Roanoke-Chowan 1,046,75C 2.744,0L6 3,790,766 5 r.83 2 5,201 788 5.99r Roanoke-Chowao

Wilson.Greene 975.586 3.322,98€ 4.298.572 51.50 3 5,942 1.?60 7.702 Wilson.Greene

Alamance-Caswell r,?74,861 4.948.984 6,723,845 50.30 4 9,51? 411 9,928 Alamance-Cagwel

Rutherford-Polk L.427.6L2 2.075,854 3.503.466 47.29 5 5.274 1.128 6.402 Rutberford.Poll

Edgecombe-Nash r,674, l6C 4,869,18i 6,543,345 47.00 6 9,911 411 t0,322 Edsecombc-Nash

Lee-Harnett L,797,29t 3.46I,54t 5.258.844 45.24 8,276 3.484 11.760 Lee-Harrctt

v-G-F-W 1.563,68( 4,671,853 6,235,533 45.02 8 9,86r 44I r0,302 v.c.F-w
Wake 4,467,649 17,091,48t 21,559,13? 44.35 9 34,609 34.60S Wahe

Duplin-Sampson r,066,684 2.862.18t 3.929,46S 44.05 l0 6.35C 6,35C Duolin-Samoson

lideland 680,r8t 3.325,232 4,005,41? 43.54 1l 6,55C 2.13t 8,68t Tideland

Iohnston I.433.112 2,435.677 3.868,789 43.46 L2 6,33i 2,390 8.721 Jobnston

Halifax 765.357 L.702.967 2,468,324 43.35 l3 4,05t L,272 5,32t Halifar

Rockinsham 575,822 3.172.L77 3.747.999 42.92 14 6.2U 0 6,21t Roc}inehrm

Foothills 2,370,842 6.?59,698 9,130,540 42.26 15 15,381 963 16.344 Foothills

Randolph r,62t.t24 3;L42,781 4.763.905 42.06 16 8,063 1,836 9.89S Randolph

Pitt 1.606.751 3.324,524 4.93L.275 42.0L 17 8,355 0 8.355 Pitt

o-P-c 2,215,599 6.L72.907 7,388,506 41.88 l8 12.560 1,393 13,953 o-P-c

Sandhills 2,560,761 4.941.140 7.501.901 4r.8! 19 t2,768 4,282 r?.050 Sandhills

Wayne 965.736 3.560,143 4.525.879 41.3€ 20 7.790 7,79e Wavne

New River 2,700,722 3.185.953 5.886.675 40.09 2L 10,453 1.86t 12,31€ New River

Suilford 3,120,713 10,845,982 I3.966.695 38.59 .rt 25,763 25,163 Guilford

Oleveland I,284,185 1,975,349 3.259.534 37.5 I 23 6,187 5,033 tt.zzc Cleveland

{Ibemarle 942,75G 2,894,493 3,83?,251 36.72 24 7,44C 5,5 t2 12.952 Albeuarle

Lenoir 479,332 r.638.618 2. r 17.950 35.56 25 4.t24 4,r24 Lcnoir

Forswh-Stokes 2,785,348 8.653.266 11.438.614 36.31 26 62,401 23.361 7,965 31,326 Foraytb-Stokes

imokv Mountain 2,523,295 2.846,249 5.369.544 36.09 21 62,341 1t.sZC 3.80? 15,333 Sookv Mountain

ioutheastern 1.473.358 6.21L.772 7,684,53C 34.71 28 399.186 21,74t 1.061 22,809 Southeastern

),leuse r.437.768 4.246.313 5,684,081 34.22 29 379,646 17,511 6.495 24.0t2 Neuae

Trend r,238, r88 2.L64.912 3,403,l0c 33.63 30 29L,341 t 1,573 c 11.573 Trend

Davidson 1,5?0,119 2.910,092 4.480.211 33.27 31 436.771 16.13? 16.137 Davidson

3lue Ridee 2,456, r67 4,905,950 7,3G2,1t1 3r.86 32 t.074.942 32,57t 10,43r 43,002 Blue Ridse

Surrv-Yadkin 1,103,302 1,906,479 3.009,781 31.4€ 33 483,38( 14,06C 2,296 16.35r Surry-Yadkia

Southeastern l(es. 2.583.620 4.303.995 6,887,6r5 30.95 34 1.237.02t 34,39i 3,720 38,r1 Southeast€rn nrt
Iri-Countr' 1,946,902 4.9t8.257 6,865. r59 28.01 35 2.082.38t 48,67t 10,985 59,66t Tri-Countv

Catawba 1,313,811 2.002.788 3.316.599 26.61 36 r.233.?88 27,375 2,638 30,013 Catawba

Gaston-Lincoln r,744,961 4,461,097 5.206,058 26.38 37 2,383,540 52,494 6.49€ 58,992 Gaston-Liucoln

Pleclmont 2.412,i99 4,017,060 6.429.859 25.44 38 2,796.2L8 59,923 8.82€ 68.751 Piedmont

Mecklenbure 6.072.945 ?,390,849 13,463,?94 23.95 39 7,059,536 r45,881 0 145,887 Mecklenburg

Cumberland 2.805.494 4,10 1,323 6,906,81? 23.88 40 3.651.32? 75,348 0 75,34i Cumberland

lnslow 8r6,958 t,?57,1E5 2,574,143 16.74 4l 3,038,539 66,512 0 56,512 Onslow

TOTALS 75.433.403 181.0i4.874 256,448,277 JO.0 r N/A 26,672,38! 900,00( 100,000 1,000,00r

A,mount Below Mean: 649,09t 64,724 7L3.822

Excludes Willie M., Thomas S., Cross Area Service Programs, One-Time Funds and Carryover Funds.
4-Year average days usage at currenr rates adjusted to FY 95 utilization level. Excludes leave days, days at specialty units including

ICF, SNF, MR, forensic and Carolina lodge.

95tNPOt0.XIJ



DSAS DFVEIOPIIEI|ATI DlSABltlTlES: Inccntive M€thod
l1O%: % Increasc,'Populatlon welghted)

:ludes Willie M., Thomas S., Cross Area Service Programs, One-Time Funds and Carryover Funds.

ear average days usage a! current rates adjusted to FY 95 utilizstion level. Excludee leave days and Alzheimer's Unit.

(l)

ta

(2\

Total DD
Division
State &
Federal'

(3)

4-Year
I{R Center
Institution
Usage"

(4)

Total DD
Division $

Plus MR
Cent€r Use

(5)

DD
Per

Caoita

(6)

DD
Per Cap.

Rank

(?)

Funds
Needed
to Mean
of $40.63

Distrlbution

Area Protraos

$1,000,000

50% Per Cap
,10% Catch-Up

Portion

$1,000,00()

l0%
Incentive
Portion

Total
50-40.r0
Method

rd 2.696.526 5,636,?78 8,333,304 90.58 I 6,55( 2,135 8.681 Tideland

l.181,693 3,534,383 4,716,0?6 81.40 , 4.t24 0 4.L24 le noir

,ie-Chowan r.0?0,196 4.243.32t 5,313,51 12.64 3 6.20'1 ?E8 5.995 Roanoke-Chowan

w 2.229.685 7.309.453 9.539.038 68.87 4 9.861 44L r0,302 v.G-F-w

-Greene r.559,619 3,784,286 5.343,905 64.03 5 5.942 1,76C 7.702 Wilaon.Greene

1.148.8?1 2,429,569 3,5?8,44C 62.85 6 4.053 1.272 5,325 Halifax

nce-Caswell 2,9t5,271 5.009.98r 7.925.262 59.28 9.517 4ll .928 Alamance-Caewell

ham I,726,04 I 3,283,988 5,010,02! 57.38 8 6,216 6,2r6 Rockineham

a 1,606,024 6.346.994 7,953,0r 57.t2 o 9,9r 1 411 t0,322 Edgecoobe-Nash

rle 1.589.277 4.345,099 5,934,376 56.78 t0 7,44( 5,5r 12,95' Albemarle

1,417, t 40 3.56?, I 4 I 4,984,281 55.87 ll 6,35C 6,35( Dupbn-Saopeon

2.7 19.186 9.464.273 r2,183,459 52.72 t2 16,451 10,431 26.882 Blue Ridge

3.051.345 5.938.967 8,990,312 50.96 l3 12,56( l,39: r3,95i o-P.c

1.368.788 4.404,791 5,?73,579 49. l9 t4 8,351 8,35f Pitt
'ford-Polk 1,319,0r8 2.3 r9.1G2 3.638.180 49.1 1 l5 5,274 l, l2t 6,401 Rutherford-Poll

'adkin 1.368.855 3,207,793 4.576.648 47.83 l6 6.81I 2.29( I.l0i Surry-Yadl,in

2.530.42G 5,334,376 7.864.802 47.35 t7 11.82: 6,491 18,318 Neuee

nd 888,779 3,t2i,709 4.0r6.488 46.22 l8 6,18'.i 5,033 tL,220 Cleveland

:d 4,188,270 r2,039,670 t6.227,940 44.84 l9 25,76i 0 25.763 Guilford

2,434,018 6.228.448 8.662.466 44.31 20 t 3.9lt 172 14.090 Durhao

2.285.196 7, r5?,564 9,442,760 43.7r 2l 15,381 963 16,344 FootNls
3. r22.087 7,120,989 10.243.076 43.54 22 16,748 6,49t 23,246 Gaeton-Lincoln

h.Stotes 2.708.ii2 r0.783.998 13,492,77C. 42.83 23 22,426 7,96€ 30,39C Foraytb-Stokes

stern Keg 3.298,374 6,04G,760 9.345.134 41.99 24 r5.842 3,72(. r9.56' Southeastern Ree.

:astern 1,929,354 7,037,046 8.966.400 40.50 25 29,62t 16.06G 1.061 t7.tz'i SoutheaBt€rn

ills 2,545,061 4.522.G4Q 7,067,701 39.41 2G 219.371 15.025 4.282 19.30i Sandhills

r,435,316 2.203.C78 3.G39.294 35.9e 27 472.056 12,061 0 12.06r Trend

2.G63.275 6.lr5,r?( 8,7?8,451 35.8' 28 t.t78,784 29,5?( r0,985 40.561 Tri-County

ba 1.243.643 3, r ?6, r25 4,419,768 35.4( 9q 644.lll 15,500 2,638 18,138 Catas'ba

Mountain 2.048.223 2.981,374 5,029,597 33.81 30 1.015,253 2l,038 3,80? 24,846 Smoky Mountain

rver 2.19r.663 2,7G5,42'.i 4.957.090 33.?G 3l r,009,06c 20,837 1,8G5 22,702 New River

1.205,33C 2.426,292 3,631,622 33.19 32 8t4,234 t6,168 IG,r6t Wayne

on r,109,236 I,67?,538 2,786,7i 4 31.30 33 830.271 14,881 2,39( t7.27t Johnston

l,l13,6r4 2.230.963 3.344,577 29.53 34 1,25?,05: 20.99€ 1.83( 22.834 Randolph

lnt 3, 1 4 7,384 4.065.556 7.212,940 28.54 35 3,054,26r 49,41 8,82r 68.24C Pied-oont

n I,239,080 2,566,164 3.805,244 28.26 36 1.666.601 26,73i 26.73i Davidson

rrne[t t.i 4G,542 1,404,101 3. r 50,643 27.L0 al I,572,838 24,4G1 3.484 27.945 Lee-Harnett

6.429,352 8,989,l6l 14,4 18,51 25.65 38 8,420,788 l2G.6G',; 0 126.66? Mecklenbure

1,551 ,44 3 2,2t1,49? 3,762,940 24.48 39 2.483.1 l0 3G,49t 0 36,495 Onslo*'

4,4G7,649 6,538,1Il I I,005,797 22.64 40 8,746.803 t24,61 0 t24,6t4 Wa.ke

rrland l ,924,G95 4,36G,4 93 6,291,188 2L.73 4l 5.458,399 16,i54 0 76,754 Cumberland

8i .4t4,217 197.94 3. I 72 285.357.389 40.63 N/A 38.872.524 900.000 I00.00c l.o00.ooc

I otal lJelow Mean: G47.294 4t t76 688,47C

95lNPOr0.XtS



DIIIIDDSAS suBsTAilcE ABUSE: Incentlve ilethod
l1oloz 95 lncrease, Populatlon welghtect)

(1)

Area Program

2)

Total SA
Division
State &
Federal'

(3)

4-Year
Average
ADATC
(Jsage"

(4)

Total
Division

Funds Plus
ADATC

Use

(5)

SA
Per

Caoita

(6)

SA
Per Cap

Ranl.

(7)

Funds
Needed
to Mean
of $8.48

Distributlon

Area

$1,000,000
50% Per Cap

10% Catch-Up
Portion

E1,000,000

l0%
Inccntive
Portion

Total
50.40.10

Method

Southeastern 2.r52.048 r,101,551 3,253,59€ 14.6! I L5,762 1.061 16.823 Southeastern
[cnoir 485,463 199,689 685.152 11.83 , 4,r24 4,t24 Irnoir
Lee-Harnett 998.507 344,466 1,342,973 11.55 3 8,27e 3,481 r1.76( Lce-Harnett
FIalifax 525,02C 99,738 624.758 10.97 4 4,053 L,271 5.325 Halifax
Rockineham 468,906 464,41t 933,324 10.69 o 6.zle 6,21€ Rockinsham
Durham L,57 4,298 511.00i 2.085.305 10.67 6 l3.9rt t72 14.09( Durban
WiIson-Greene 477.529 392,184 869,7r3 10.42 1 5,942 1,76( 7,7A2 Wilson-Greene
v-G-F-\1' ?l8,5ll 120.523 1.439.034 10.39 I 9,861 441 10.30: v-G-F-W
Pitt ?35,335 453,59t r, r88.93C 10.13 9 8,35t 0 8,355 Pitt
Smoky l\{ountain I, r00,973 372.72E 1,473.702 9.91 l0 10,591 3.80i 14.39t Soolv Mouut-in
Cleveland 570.17 4 289,63r 860.412 9.9C 1l 6,18',i 5,03! tL.22( Clevcland
Blue Ridge 1,644.928 641,174 2,286,t02 9.89 L2 r6,451 I0,431 26,881 Blue Ridee
Randolph 946,39S r67.401 r, I 13.80C 9.83 13 8,063 1,83( 9.89t Randolpb
Onslow 918,494 563,65S r,482.153 9.64 l4 10,944 I0.944 Onslos
Roanoke-Chowan 643.922 6L.24e 705. r68 9.64 l5 5,201 78t 5,99r Roaoole-Chowan
Suilford 2,78G,388 695,742 3,482,130 9.62 16 25.763 25.762 GuiUord
New River 1,058,144 308.09€ 1.366.243 9.30 L7 r0,453 1,86r 12,31[ New River
Wayne 800,69r 216,38r 1,0L7,072 9.29 18 7.79C ?.79( Wayne
Albemarle 524,36i 440.436 964.801 9.23 19 7,44( 5,51i L2,952 Albemarle
Rutherford-Polk 467,783 r99, r8€ 666.969 9.00 20 5.274 1,12t 6.402 Rutherford-Poll<
Mecklenbure 3.039. r61 1,988,602 5,027,763 8.94 2T 40,011 0 40.01? Mecklenburg
Edgecombe-Nash 791, I 14 453,60? t,244.721 8.94 ,, 9,911 4ll L0,321 Edcecomb€-Narh
f,-P-C 887.400 682.786 r,570,186 E.90 23 r2,56( 1,39i 13.953 o.P.c
Forsrth-Stokes 2,522.746 252.845 2,775,59r 8.81 24 22.42E ?.965 30,390 Forsyth-Stoles
Piedmont 1,299,120 768,533 2,067,65: 8.18 25 75.243 23.331 8,828 32,15S Piedmont
Sandhills 1.084.039 361,226 r,445,26t 8.06 26 75.64( r8,13:i 4.282 22,4t9 Saudhills
Iideland 444,926 2G7,953 7L2.878 7.75 t1 67.30( 11.3: 2,r35 13.463 TideLand
DupIin-Sampson 451,573 2t5_3iA 672.94. 7.54 ,A 83,524 12.28( 0 L2,28C Duolin-Samoaon
lrend 432.285 330.272 762,551 1.54 29 95,534 I3,9E( 13,98( Trend
Neuse 699,157 537,303 1,236,460 7.44 30 171.932 24,021 6.495 30.524 Neuae
latawba 690,?60 218,881 909.641 ?.30 3l 147,255 19,32( 2,63f 2t,964 Catawba
Alamance-CasweIl 736,548 226,434 961,982 7.20 32 r71.67t 2I.701 411 22.tr Alamance-Caswell
Foothills I,138,345 372.286 I,510,631 6.99 33 32L.524 38,206 963 39, r6S Foothills
lri-Countt' t.343. I 40 35r,782 t,694,922 6.92 34 383,28C 44.655 10.98: 55,64C Tri-County
Davidson ?17,51( 200,688 918,198 6.82 35 223,846 25,478, 25.47t Davidson
Johnston 520.65( 20, r50 540,800 6.07 36 2L4,L24 21,538 2,39( 23,92t Johnston
Gaston-LincoLn 947,305 450,356 1.397.66t 5.94 37 597.399 59, r58 6.49f 65,65( Gaston-Lincoln
Surn'-fadkin 517,982 50,228 568,21( 5.94 38 243.13 I 24,07 2.29f 26,361 Surry'YadLi^
Wake 2,49i,49t 294,081 2,791,581 5.74 39 1,331,0 129.09f 129,09f Wake
Cumberland 1,466,7 iS r86.255 t,652.971 5.72 40 ?99,315 ?7.330 77.33( Cumberland
Southeastern Reg. 965,54( 288,729 t,264,278 5.64 4l 632.?96 60.761 3,72t 64,484 Southeastern Rcg.

rOTAI^S 42.?98.003 16.?60.235 59,558,23t 8.48 N/A 5,634,560 900,00( 100,00( r,000,00(
Total Below Mean: 624.424 51,64r 6?6,061

Excludes Wilie M.. Thomas S., Cross Area Senice Programs, One-Ti:ne Funds.
and Carryover Funds. Allocations as of March 1, 1995.
4'year average days usage at current rateA adjusted for FY g5 utilization level. Excludes leave days.
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SECTION IV

DRAIIT LEGISLATION TO BE PROPOSED

N THE 1996 SESSION





1 A BILL TO BE ENTITLED
2 AN ACT TO STRENGTHEN THE ACCOT'NTABILITY OF AREA MENTAL
3 HEALTH AUTHORITIES, EQUALIZE THE AUTHORITY AMONG THEM,
4 AND AUTHORIZETEIE STATE TO INTERVENE WHEN I\,ECESSARY.
5 The General Assembly of North Carolina enacts:

6 Section l. G.S. l22C-115 is amended by adding new subsections to read:

7 "(d) The hoatd or hoards of county commissioners that estahlish the area authority shall
g allow that area authority to maintain an unrestricted fund balance of up to 157o for the
p provision of mental health. developmental disabilities. and substance abuse services. The

l0 fundlhalarrce shall continue forward froqn year to year, in accordance wth the rules of the

11 Secretary.

12 (91 Counties may not reduce counqv appropriations and e-penditures for area authorities

13 due to the availahility of State-allocated funds. fees. capitation amounts. or fund halance to

14 the area authority."
15 Sec. 2. G.S. l22c-117(a) reads as rewritten:

16 (a) The area authority shall:
17 (l) Engage in comprehensive planning, budgeting, implementing, and

18 monitoring of community-based mental health, developmental

19 disabilities, and substance abuse services;

20 (2) Provide services to clients in the catcbment area;

21 (3) Determine the needs of the area.authority's clients and coordinate with
22 the Secretary the provision of services to clients through area and State

23 facilities;
24 (4) Develop plans and budgets for the area authority subject to the

25 approval of the Secretary;
26 (l) Maintain an unrestricted fund balance of up to l5olo in accordance with
27 the rules of the Secretary- allocations Som which are solely.within the

28 authority of the area authoritv.
29 (sx.f) Assure that the services provided by the area authority meet the rules of
30 the Commission and Secretary;
31 (6)(f) Comply with federal requirements as a condition of receipt of federal

32 grants; and

33 €Xl) Appoint an area direete* director- chosen through a search committee

34 on which the Secretary of the Department of Human Resources or his

35 designee serves as an ex-offtcio- non-voting member."
36 Sec. 3. (a) G.S. l22C-118 is amended by adding a new subsection to read:

37 "(cl) The group of county commissioners authorized to make appointments to the area

38 board shall declare vacant the office of a member of the area board who does not attend three

39 scheduled meetings without justifiable excuse within a twelve month eriod."
40 (b) G.S. l22c-ll8 is amended by adding a new subsection to read:

41 "(dl) Whenever a vacancy occurs on the board. it shall be filled within one hundred and

42 twentv days." -

43 ' (c) G.S. l22c-l l8(e) reads as rewritten:
44 "(e) The area board shall include:

43



I (1) At least one county commissioner from each county in the area except

2 that in a single-county area authority the board of commissioners may

3 instead appoint any resident of the county;

4 (2) At least g#e-physi€ia€s one physician licensed under Chapter 90 of the
5 General Statutes to practice medicine in North Carolina anC who-

6 when possible, is certified as having
7 completed a residency in psychiatry;

8 (3) At least one professional representative from the fields either of
9 psychology, social work, ntusing, or religion;.
10 (4) At least one individual each, either a primary consumer or an

11 individual from a citizens' organization, representing the interests of
12 individuals with:
13 a. Mental illness; and

14 b. Developmental disabilities.
15 (4.1) At least one primary consumer eaeh presently and openl)' in recovery
16 and representing the interests of individuals suffering from the disease

I7 of alcoholism or other drug abuse. *is+
18 #
19 U'-+n*g€bus€=
20 (5) At least one family consumer each representing the interest of
21 individuals with:
22 a. Mental illness;
23 b. Developmental disabilities; and

24 c. +leehelism*sa Alcoholism or other drug abuse in the family.
25 a.--+n*g-ab$€"
26 (6) At least one attomey licensed to practice in North Carolina.
27 0 At least one member who has expenence in financial areas to the
28 extent that he or she can understand and interpret audits and other
29 financial reports accurately."
30 Sec. 4. G.S. 122C-119 is amended by adding a new subsection to read:
31 "(d) The area board shall establish a finance committee that shall meet at least six times
32 per year to review the financial strength of the area program. The finance committee shall
33 have a minimum of three members. two of whom have experience in budgeting and fiscal
34 control. If the area board so chooses. the entire area board may fimction as the finance

35 committee: however. its required meetings as a finance committee shall be distinct from its
36 meetinss as an area board."
37 Sec.5. G.S. 122C-119.1 readsasrewritten:
38 "$ 122C-119.1. Area Authorify board members' training.
39 All members of the governing body for an area @ir€€t€r€ authoritv
40 shall receive initial orientation on board members' responsibilities and training provided by
41 the

42 Seeretaqref+he Department ffi in fiscal management, budget

43 development, and fiscal accountability. A member's refusal.to be trained neay shall be

44 srounds for removal from the board."

Sec. 6. G.S. 122C-124 reads as rewritten:45

44



I "$ l22C-124. Area Authority funding suspended.
2 (a) The Secretary of the Departrnent of Human Resources may suspend finding to any

3 areaauthority with a revenue or expenditrue budget variance of ten percent (10%) or a

4 significant deterioration in the fund balance of the authority's general fund. A significant

5 deterioration of fiurd balance is defined as a twenty-five percent (25%\ decrease in the

6 balance from one fiscal year to the next without the prior approval of the Departrnent. Area

7 authorities shall report any such revenue or expenditr:re variance or deterioration in fund

8 balance to the Departrnent of Human Resources within 30 days of its occurrence. In the event

9 that firnding is suspended, the Bepa#€nt Department. M after providing

10 'qnitten notification of its intent to the area board and after giving the area authoritY an

1l oppornrnity to be heard. may conmct with, and make payments of Department fiurds on an

12 interim basis directly to, a contract provider of the area authority to avoid the disruption of
13 direct services to clients.
14 ft) If the Secretar,v determines that an area authority is not providing minimallY adeQuate

15 servises. in accordance with its arulual service plan. to persons in need in a timely manner- or

16 fails to demonstrate reasonable efforts to do so. the Secretary. after providing lwitten
17 notification of his or her iqtent to the area hoard and after giving the area authority an

l8 gppornrniqv to he heard. may withhold firnding for the particular service or services in
19 question from the area authoritv and insure the provision of these services through contracts

20 with public or private agencies or by direct operation by the Department.

2l JS) Upon suspension of funding, the Department shall, in conjrurction with the area

22 authority, develop and implement a corrective plan of action and provide notification to the

23 area authority's board of directors of the plan. The Departnent shall also keep the county

24 board of commissioners and the area authority's board of directors informed of any ongoing

25 concerns or problems with the area authority's frnane,e* finances or delivery of services'

26 Sec. 7. G.S. l22C-125 reads as rewritten:
27 "$ l22C-125. AreaAuthorify linancial failure; State assumption of financial control.
28 At any time that the Secretary of the Department of Human Resources determines that an

29 area authority is in imminent danger of failing financially and of failing to provide direct

30 services to clients, the Secretary. after providing written notification of his or her intent to the

31 area board and after giving the area authority an opportunilv to be heard, may assume control

32 of the financial affairs of the area authority and appoint an administrator to exercise the

33 powers assumed. This assumption of control shall have the effect of divesting the area

34 authority of its powers as to the adoption of budgets, expendinres of money, and all other

35 financial powers conferred in the area authority by law. County fi.nding of the area authorify

36 shall continue when the State has assumed control of the financial affairs of the area

37 authority. At no time after the State has assumed this control shall a county withdraw funds

38 previously obligated or appropriated to the area authority. The Secretary shall adopt rules to

39 define imminent danger of failing financially and of failing to provide direct services to
40 clients.
4l Upon assumption of financial control, the Department shall, in conjunction with the area

42 authority, develop and implement a corrective plan of action and provide notification to the

43 area authority's board of directors of the plan. The Department shall also keep the county
44 board of commissioners and the area authority's board of directors informed of any ongoing
45 concerns or problems with the area authority's finances.
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I Sec. 8. Part 2 of Article 4 of Chapter l22C of the General Statutes is amended
2 by adding a new section to read:

3 "$ 122C-125.1.Are
4 delive4v.
5 At any time that the Secretary determines that an area authority is not providing
6 minimally adequate services. in accordance wth its annual service plan. to persons in need in
7 a timely manner. or fails to demonstrate reasonable efforts to do so. the Secretary. after
8 providing written notification of his or her intent to the area board and after giving the area
9 authoriry an opportunity to be heard. may assume control of the particular service in question

l0 or of the area authority and appoint an administrator to exercise the powers assumed. This
l1 assumption of control shall have the efFect of divesting the area authonty of its powers in
12 G.S. 122C-117 and all other service delivery powers conferred in the area authoritv by law as

13 they pertain to this service. County funding of the area authoritv shall continue when the
14 State has assumed control of a service area or of the area authorilv. At no time after the State
l5 has assumed this control shall a counV withdraw funds previousl], obligated or appropriated
16 to the area authority.
l7 Upon assumFtion of control of service delivery. the T\epartment shall, in conjunction with
l8 the area authority- develop and implement a corrective plan of action and provide notification
19 to the area authoritv's board of directors of the plan. The Department shall also keep the
20 counlv board of commissioners and the area authority's board of directors informed of any
2I . ongoing concerns or problems with the area authority's delivery of services.
22 Sec. 9. G.S. 122C-126 reads as rewritten:
23 *S l22C-126. Area authority caretakers appointed.
24 In the event that an area authority fails to comply with the corrective plan of action
25 required pursuant to G.S. l22C-124 when funding is srapende4e suspended, pursuant to
26 G.S. 122C-125 when the State assumes financial control of the area authority, or pursuant to
27 G.S. 122C-125.1 when the State assumes control of service delivery. the Seeretary€f+he
28 Secretary. after providing written notification of his or her
29 intent to the area board- shall appoint a caretaker administrator, a caretaker board of
30 directors, or both.
31 The Secretary may assign any of the powers and duties of the director of the area
32 authority and of the board of directors and the caretaker board to the caretaker administrator
33 as it deems necessary and appropriate to continue to provide direct services to clients,
34 including the powers as to the adoption of budgets, expenditures of money, and all other
35 financial powers conferred on the area authority by law. County funding of the area authority
36 shall continue when the State has assumed control of the financial affairs of the area

37 authority. At no time after the State has assumed this control shall a county withdraw funds
38 previously obligated or appropriated to the area authority. The caretaker administrator and the
39 caretaker board shall perform all of these powers and duties. The Secretary may terminate the
40 contract of any director when it appoints a caretaker administrator. The Administrative
4I Procedure Act shall apply to any such decision. Neither party to any such contract shall be
42 entitled to damages.

43 After a caretaker board has been appointed, the General Assembly shall consider, at its
44 next regular session, the future governance of the identified area authority."
45 Sec. 10. G.S. 122C-154 reads as rewritten:
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"$ 122C-154. Personnel.
Employees under the direct supervision of the area authority are employees of the area

authority. For the purposes of personnel administation, Chapter 126 of the General Statutes
applies unless otherwise provided in this Article. The area authority shall have the sole
authoriV to determine. subject to the policies and procedures established by the State
Personnel Commission. the establishment of positions. the hiring of positions. and the
setting of salaries within a salary plan established according to G.S. l22C-156 for any
position which is paft llars. state appropriations or fees."

Sec. 1 l. This act is effective upon ratification.
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