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The Senate Public Health and Welfare Committee held a hearing on September 28, on the topic 

of “Past Payment Practices of the Office of Developmental Programs”.  Tim Costa, DPW 

Executive Deputy Secretary and John Cox, interim ODP Fiscal Director presented information 

providing an overview of the payment changes to providers over the past two years, financial 

forensic review of ODP finances, fiscal challenges, and progress on these issues. Throughout his 

testimony, Costa repeated that there are many good providers and they are providing the 

needed services to improve lives of those living in the community. 

 

ODP provided an overview of the changes from the county-based program funded system to 

the current cost-report based Prospective Payment System which was done to develop a 

statewide system as per CMS’ request to approve the two Medicaid waivers. ODP’s intent as it 

completes the transition to this statewide system is to move towards a uniform statewide rate 

system based on a market-driven approach rather than the current cost-based system.  If it is 

necessary for DPW to remain within the approved state budget, it can apply a rate adjustment 

factor to individual provider rates to bring their expenditures into line with the available 

appropriated funds.  

 

As part of a financial forensic review of the financial situation at ODP, DPW used consultants 

Alvarez and Marsal, and Mercer Health. ODP is conducting an operational review of its current 

processes, policies and procedures. This forensic review includes: 

 Budget management through the development of a tool to manage information about 

service costs and the ODP fiscal situation 

 Short term budget needs and potential short-fall requirements 

 Cost containment on such items as Revenue Reconciliation, use allowance, vacancy 

policies, supplemental habilitation and individualized staffing and residential occupancy  

 

Fiscal challenges focused on the Consolidated Waiver budget of $1.64 billion which has a 

projected service utilization increase of $58.5 million for people already enrolled in this waiver. 

Projected overruns for the current fiscal year total $134 million which includes $104 million for 

revenue reconciliation, $46 million which is state funds and $30 million in planned changes 

which may not be implemented this year.  

 

Projected service utilization increases for the current year include: 

 2.5% increase in residential eligible service units 

 6% increase in non-residential services such as employment services, behavioral therapy 

and speech and language therapy 

 Fee Schedule services unit growth projected to increase 30% 



 Supports coordination unit growth projected at 10%  

 

Costa’s comments regarding the causes of these fiscal issues and challenges focused on: 

 Limited fiscal controls and managerial accountability during the transition to the new 

payment system 

 Use of state-only funds for items such as depreciation and continuing participation 

allowance, property transfers, temporary vacancy services and permanent vacancy 

services 

 Unit service and rate growth 

 Introduction of Revenue Reconciliation to ease the payment transition for providers 

 Waste, excess and poor fiscal governance on part of ODP and some providers 

 

DPW and ODP are beginning to address many of these issues through the development of new 

fiscal and program regulations, using the authority given to DPW under Act 22 of 2011. Efforts 

include: 

 Developing Operating Agreements between ODP and the counties to clarify waiver 

functions being delegated  

 Using Mercer Consulting to develop a rate system standardized statewide for all 

providers and waiver services 

 Using Alvarez & Marsal to continue forensic analysis of ODP’s fiscal situation and to 

identify cost-effective ways to sustain programs 

 Training counties to ensure they understand their role in the new system 

 Improving ODP’s ability to allocate waiver program slots 

 

 


