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l. OVERVI EW

* Historically, professional authority has played a donminant role in the social
organi zati on of nedical care and rel ated human servi ces.

* Qver the past decade, the countervailing phil osophies, of consuner-direction and
sel f-determ nati on have begun to assert thenselves in the health and hunan services
donai n.

* The phil osophy of consuner-direction has devel oped, in part, fromthe i ndependent
living and disability rights novenents. Fromthis philosophy has devel oped
consuner-di rected personal assistance service prograns.

* The phil osophy of self-determ nation has devel oped fromthe devel opnental disability
arena. Self-Determ nation nodes of financing and of delivering services enphasize a
partici pant-driven approach and individualized budgeting.

l. OVERVI EW ( cont i nued)

* Consuner-directed nodes of financing and delivering of support services pernt the

i ndi vidual -- as opposed to medical or social work professionals -- conparatively greater
choi ce and control over all aspects of service provision: hiring/selecting and training
wor kers, defining their duties and work schedul e, decidi ng when and how specific tasks or
services are to be performed and di schargi ng workers when appropri ate.

* Recently, an increasing nunber of states have begun to apply the principles of
consuner-direction to their support service delivery systenms for persons with
disabilities and chronic conditions of all ages.

* Although there is no single service delivery nodel that enconpasses the entire range of
consuner-di rected support service prograns, in general, a service can be considered
consuner-directed if the person receiving the service is responsible for: (1)
hiring/selecting their worker(s), (2) setting the terns and conditions of work, (3)
managi ng or purchasing services to manage the administrative responsibilities of an

enpl oyer, in particular enploynent taxes and payroll, and (4) supervising, disciplining,
and termnating their worker(s) as necessary.

l. OVERVI EW ( cont i nued)

* Wth increased individual choice and control cone responsibilities, many of which are
i nposed by federal, state and county statutes and regul ati ons.

* A challenge for states and | ocal governnents inplenenting consuner-directed support
service prograns is bal ancing individuals' desire for enhanced choice and control over
their services and workers with regul atory conpliance, program accountability, liability
and program participants' health and safety.

* (One concept that has energed from states' experience with consuner-directed support
service prograns is the intermedi ary service organization (1SO.

* | SOGs can provide an array of fiscal and supportive services to public payers, program
participants and their representatives and to a linmted extent, workers, in order to
facilitate the delivery of consuner-directed support services.

* The type of |1SO services appropriate for an individual depends on his or her ability
and desire to performthe required enployer tasks for his or her worker(s).

OVERVI EW ( cont i nued)
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* Six | SO nodel s have been identified in the literature (Fl anagan and Green, 1997). They
vary in their corporate organi zational structure, the types of services provided,

adm ni strative costs and the nature of the enpl oyer/enpl oyee rel ati onshi p.

* This presentation will: (1) provide an overview of the types of |SO nodels currently
bei ng used in conjunction with consuner-directed support service prograns with a focus on
Fi scal |1SCs, Agencies with Choice and Spectrum | SCs, (2) present the advantages and

di sadvant ages to state/county program agenci es, consunmers and their authorized
representatives in using the various |SO nodels, and (3) review issues states and vendor
entities have encountered in designing, inplenmenting and operating these types of 1SCs to
dat e.

1. Types of Intermediary Service Organizations (1SGs) that Facilitate Individuals
Use of Consuner-Directed Support Service Prograns

[, Use of |SO Models by the Level of Individual Ability and Desire to Manage the
Enmpl oyer - Rel at ed Tasks

V. What are Fiscal |1S0Cs?

* There are three nodels of Fiscal 1SGCs: (1) Fiscal Conduit, (2) Governnent (IRS Enpl oyer
Agent) Fiscal 1SO and (3) Vendor (IRS Enployer Agent) Fiscal ISO In all three nodels,
the individual is the enployer of record of his or her worker(s).

* Fiscal Conduit 1SO  This nodel is often used by state and | ocal governnents to
adm ni ster consuner-directed support service prograns that allow individuals to receive
public funds via cash grants or vouchers and pay their support service workers directly.
Ei t her a governnent entity or a private vendor entity under contract with a governnent
entity can serve as the Fiscal Conduit I1SO  The Fiscal Conduit |SO nmay al so: (1) invoice
a governnent entity to obtain individuals public benefits for disbursenment, (2) coll ect
and verify workers' tinme sheets, and (3) generate standardi zed reports for the governnent
entity with which it has a contract and program participants and their representatives
when appropri ate.

* Under this | SO nodel, individuals or their representatives are the enployer of record
of the support service workers they hire directly (not fromor referred to an agency).

* Fiscal Conduit activities may be perforned by a governnent or vendor Fiscal |SO

I V. What are Fiscal 1SGCs? (continued)

* Government (I RS Enpl oyer Agent) Fiscal I1SO  Under this Fiscal |1SO nodel, a state or

| ocal governnent entity may apply for and receive approval fromthe IRS (under |IRS
Revenue Procedure 80-4) to be an enployer agent on behalf of individuals for the linited
pur pose of wi thholding, filing and depositing workers' federal enploynment taxes (e.qg.

FI CA and FUTA). These entities nmay al so manage support workers' state and federal incone
taxes if required/requested, state unenploynent and disability insurance taxes, and
federal advanced earned incone credits, if applicable, and prepare and distribute their
payrol|l checks. A Governnent Fiscal |1SO may al so broker worker's conpensation prem uns,
collect and verify worker tinmesheets, process and pay non-1labor related invoices, conduct
crim nal background checks on prospective workers, assist individuals with verifying
workers' citizenship/legal alien status and generate standardi zed reports for the
state/county program agenci es, program participants and their representatives, when
appropri ate.

* Under this Fiscal |SO nodel, a governnent entity can performthese enpl oyer functions
and ensure program accountability and tax and | abor | aw conpliance w t hout being

consi dered the enployer of record of an individual's support service workers.

* The individual s/representatives are the enployer of record of their support service
workers who they hire directly (not those referred to or purchased from agencies).

I V. What are Fiscal 1SGCs? (continued)
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* Vendor (I RS Enployer Agent) Fiscal I1SO Under this Fiscal |1SO nodel, a private or
public vendor entity or authority may apply for and be approved by the IRS (under |IRS
Revenue Procedure 70-6) to act as an enployer agent for individuals for the linmted

pur pose of w thholding, filing and depositing workers' federal enploynment taxes (e.qg.

FI CA, FUTA). These entities may al so nanage support service workers' state and federa
incone taxes if required/requested, state unenpl oynent and disability insurance taxes,
and federal advanced earned incone credits, if applicable and prepare and di shurse their
payrol|l checks. A Vendor Fiscal |SO may al so broker worker's conpensation prem uns,
collect and verify worker tinmesheets, process and pay non-|abor related invoices, conduct
crim nal background checks on prospective workers, assist individuals with verifying
workers' citizenship/legal alien status and generate standardi zed reports for
state/county agencies, program participants and their representatives, where appropriate.
* Under this Fiscal |SO nodel, a vendor entity can performthese enployer functions and
ensure program accountability and tax and | abor | aw conpliance wi thout being consi dered
the enpl oyer of record of an individual's support service workers.

* The individual s/representatives are the enployer of record of their support service
workers who they hire directly (not those referred to or purchased from an agency).

V. What is a Supportive |SO?

* Supportive SO Under this nodel, a private or public vendor or authority or an

i ndi vidual (e.g. an independent case manager, support broker) may provide a variety of
support services to individuals and their authorized representative, when applicable, and
on alimted basis, to workers. Supportive services can include: conducting individuals'
assessnents and re-assessnents; providing themw th enployer skills and sel f-advocacy
training; assisting individuals/representatives with the recruitnent, screening and
hiring of workers including conducting crimnal background checks on potential workers,
assi sting individuals in devel opi ng energency/ back-up service plans and accessing

wor kers, devel opi ng and nai ntai ni ng worker registries; arranging training opportunities
for workers (on a limted basis); providing case nanagenent/counsel i ng services; and
nonitoring service quality and individual s/representative satisfaction.

* Program participants may or may not be the enployer of record when accessing services
fromthis type of |SO nodel.

* This | SO nodel usually operates in conjunction with one of the other |1SO nodels (Fisca
| SO or as services incorporated into another nodel (e.g., Agency with Choice 1SO or a
combi nati on Counseling/Fiscal |SO).

A/ What is an Agency with Choice | SO?

* Agency with Choice 1SO This | SO nodel may include a variety of different types of
agencies (e.g., Centers for |ndependent Living, social service agencies such as United
Cerebral Palsy and Easter Seals, traditional home health agencies, Area Agencies on

Agi ng, and organi zati ons that are devel oped specifically to fulfill the role, such as
Concepts of Independence in NY or Granite State |Independent Living Foundation (GSILF) in
NH) that provide support services to individuals in a consuner-directed manner. The
agency is the enpl oyer of record of the worker while the individual and/or his or her
representative is considered the managi ng enpl oyer of the worker. Duties of an Agency
with Choice may include: invoicing the state/county for public funds, processing

enpl oynent docunents, conducting crimninal background and reference checks, managi ng al
aspects of payroll, providing a variety of support services as described in the
Supportive | SO description earlier, providing training for workers and nonitoring

wor kers' performance in conjunction with the individual and his or her representative.

I ndividual s and their representatives are often permitted to recruit their support
service workers and refer themto the |1SO for processi ng and di scharge t hem when
necessary. Sonme Agency with Choice 1SCs (e.g., Concepts for Independence in NYC and
GSILF in NH) allowindividuals to train their support service workers and supervi se and
eval uate all aspects of their activities and terni nate when necessary.

* The services provided and | evel of participant-direction afforded to individuals and
representatives under the Agency with Choice | SO nodel can vary significantly dependi ng
on the needs of individuals and their representatives, programdesign, the type of agency
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i nvol ved, and its geographic location (rural vs urban).

Vi, What is Spectrum | SO?

* Spectrum SO, This is an operational nodel where a variety of fiscal and supportive
internmediary services are nmade available to individuals and their representatives under
one unbrella 1SO. The |1SO nay choose to provide all of the fiscal and supportive
services itself or it may subcontract with other entities to provide sone of the
services. The individual or representative can choose whether or not to be the enployer
of record of his or her support service worker depending on the type of internediary
services they select. This | SO nodel provides a seanless way for a state/county to
provi de services that best neet an individual's needs throughout his or her life while
enhanci ng the individual's choice and control.

Vi, | SO Mbdel s Operationalized as a Spectrum | SO
* State/ County Program Agency

I X Advant ages and Di sadvantages of Using the Fiscal Conduit | SO Mde

* Advant ages for |ndividual s/ Representatives

-- Provides individuals and their representatives with the highest |evel of autonony and
control because the primary roles of the Fiscal Conduit I1SOis just to distribute the
grant funds to individuals /representatives and then they manage all the activities
related to their grant funds, support services and workers.

* Advant ages for Local or State Governnment Agencies

-- Significantly reduces a governnent agency's responsibility for adnministering a
communi ty- based support services program

-- Can achieve cost efficiencies by reducing administrative costs associated with the

pr ogr am

-- Allows a governnent agency to focus nore on other progranmatic issue (e.g., nonitoring
access to and quality of support services and program participant satisfaction); and

-- Enabl es a government to agency inplement a HCB support service programthat reflects

i ndi vidual s' desire for nore autonony and control over their services and workers and

all ows public funds to follow individuals rather than service providers.

I X Advant ages and Di sadvantages of Using the Fiscal Conduit |SO Mddel (continued)

* Di sadvantages for | ndividual s/ Representatives

-- I ndividual s/representatives nust have the ability and desire to performall of the
enpl oyer-rel ated tasks; and

-- Individual s/representatives receive little or no assistance with enployer-rel ated
tasks, in particular, enploynent taxes and payroll, which represent a significant burden
for individuals and their representatives.

* Di sadvantages for Local or State Governnent Agencies

-- Provides governnent agencies with a mninmumlevel of program oversight and control;

-- Can put a government agency at risk of liability related to program accountability and
compliance with federal and state tax and | abor laws if individual s/representatives do
not properly fulfill their enployer responsibilities.

X. Advant ages and Di sadvant ages of Using the Governnment (I RS Enpl oyer Agent) Fisca
| SO Model

* Advant ages for |ndividual s/ Representatives

-- Provides individual s/representatives with a high | evel of autonony and control while
reduci ng i ndi vi dual s/ representatives' enployer-rel ated burden.
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-- Ensures individual s/representative that I RS and DoL regul atory conpliance has been
achi eved.

* Advantages for Local or State CGovernnment Agencies

--Ensures a governnent agency that |IRS and DoL regul atory conpliance has been achi eved;
--Governnent agencies retain sole control over the adm nistration of the program and
Fiscal 1SO functions and maintain a high | evel of program accountability w thout the
support service workers becom ng de facto enpl oyees of the governnent agency;
--Governnent agencies do not have to prepare and admini ster a Request for Proposal (RFP)
sel ect a Vendor Fiscal |1SO and negotiate a contract;

X. Advant ages and Di sadvant ages of Using the Government (I RS Enpl oyer Agent) Fisca
| SO Mbdel (continued)

* Advantages for Local or State Governnment Agencies (continued)

-- Provides a governnent agency with continuity related to the Fiscal 1SO function (e.g.,
no change in the Fiscal 1SO entity due to contract re-bid, termnating a contract due to
poor performance or having a Vendor Fiscal 1SO pull-out); and

-- Enabl es a governnment agency to inplenment conmunity-based support service prograns that
reflect individuals' desires for nore autonony and control over their support services
and workers and allows public funds to follow program participants rather than service
provi ders.

X. Advant ages and Di sadvant ages of Using the Governnment (I RS Enpl oyer Agent) Fisca
| SO Mbdel (continued)

* Di sadvant ages for I ndividual/Representatives

-- Support service workers often erroneously think that the governnent agency (rather
than the individual or his or her representative) is their enployer. Consuner-enployed
support service workers need to be educated regarding who their enployer is.

*

Di sadvant ages for Local or State Governnment Agencies

-- Government agenci es nust establish the policies, procedures and systens to performthe
Fiscal 1SO function (it is best that these activities be separate frombut parallel to
the program agency's enpl oyee payroll activities);

-- Governnment agencies nust identify and dedicate the staff and ot her resources necessary
to performthe Fiscal 1SO function and obtain the necessary funding (e.g., at what
agency/division will the Fiscal 1SO staff be |ocated, are the enpl oyee positions

avail able, howlong will it take to have the governnment release and fill the positions,
will the governnent approve additional funding and positions for the Fiscal |SO function
and in the optimumtine period, what will be the source of funds that will finance this

function?);

X. Advant ages and Di sadvant ages of Using the Governnment (I RS Enpl oyer Agent) Fisca
| SO Mbdel (continued)

* Di sadvantages for Local or State Governnent Agencies (continued)

-- A governnment agency nmay achieve few if any adnministrative cost efficiencies by
conducting the Fiscal |SO function in- house; and

-- A governnment agency will need to establish a process for identifying and tracking the
activities and costs related to performng the Fiscal |SO functions in anticipation of
requests for information fromfederal, state, county and | egislative representatives.

Xl . Advant ages and Di sadvant ages of Using the Vendor (IRS Enpl oyer Agent) Fiscal 1SO
Model
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* Advant ages for |ndividual s/ Representatives

-- Provides individual s/representatives with a high | evel of autonony and control while
reduci ng their enployer-related burden

-- Ensures individual s/representatives that I RS and DoL conpliance has been achi eved.

* Advantages for Local or State CGovernnment Agencies

-- Ensures a government agency that |IRS and DoL conpliance has been achieved;

-- A governnment agency can distance itself two levels (e.g., individual as the enployer
of record and the Fiscal 1SO as the payroll agent) from being considered the workers' de
facto enpl oyer;

-- Allows a governnent agency to achi eve cost efficiencies by achieving econom es of
scale (e.g., contracting with an entity that perforns the Fiscal |1SO function on a
routine basis) and by contracting with a vendor entity at negotiated rates;

Xl . Advant ages and Di sadvant ages of Using the Vendor (IRS Enpl oyer Agent) Fiscal 1SO
Model (conti nued)

* Advant ages for Local or State Governnment Agencies (continued)

-- A governnment agency can linit its activities related to adnministering the

consuner-di rected support service program and focus on program oversi ght, service
quality, programparticipants' satisfaction with their services, and workers and
oversi ght and nmanagenent of the Vendor Fiscal |SO contract; and

-- Enabl es a governnment agency to inplenment conmunity-based support service prograns that
reflect individuals' desires for nore autonony and control over their support services
and workers and allows public funds to follow program participants rather than service
provi ders.

Xl . Advant ages and Di sadvant ages of Using the Vendor (IRS Enpl oyer Agent) Fiscal 1SO
Model (conti nued)

* Di sadvantages for | ndividual s/ Representatives
-- Individual s/representatives are the enployer of record of their support service
wor kers and sonme may not wish to be.

* Di sadvantages for Local or State Governnent Agencies

-- A governnent agency has to prepare and issue a Request for Proposals (RFP) and conduct
the vendor sel ection process to engage a Vendor Fiscal |SQ

-- Since the Fiscal SO market is very diverse, vendors who bid to be the Fiscal |SO
function can vary significantly (e.g., payroll agency to social service agency).
Governnent agency staff need to be know edgeabl e about Fiscal |SO functions and tasks in
order to judge and rate bidders' know edge, experience effectively;

-- A governnment agency nust have the funds in its budget to pay the Vendor Fiscal |SO for
servi ces rendered or request themfromthe state |egislature or other sources;

-- A governnment agency nust devel op and inplenent a performance-based contract and a
process for rebidding Fiscal |SO contract(s) on a periodic basis;

Xl . Advant ages and Di sadvant ages of Using the Vendor (IRS Enpl oyer Agent) Fiscal 1SO
Model (conti nued)

* Di sadvantages for Local or State Governnent Agencies (continued)

-- A governnment program agency nust devel op effective policies and procedures to nonitor
Vendor Fiscal |1SGs' perfornance to assure program accountability and integrity and
compliance with state and federal tax and | abor | aws; and

-- It may be nore difficult to incorporate new prograns under the Vendor Fiscal |SO
function during the contract period and reinburse the Fiscal |SO for any additiona

rel ated expenses due to provisions in existing contract(s).

file:///O|/Olmstead/Hartford CT/Day Two/Fiscal.txt (6 of 13) [1/30/2002 9:48:18 AM]



file:///O|/Olmstead/Hartford CT/Day Two/Fiscal.txt

X, Advant ages and Di sadvant ages of Using an Agency with Choice | SO

* Advant ages for |ndividual s/ Representatives

-- Provides individual s/representatives with a noderate to high | evel of autonony and
control over their services and workers (dependi ng on program design and the | SO s
commitnment to the phil osophy of consuner-direction);

-- Can provide the maxi mum | evel of supports to the individual/representative related to
compl eting the required enployer-rel ated tasks dependi ng on the individua
/representative's desires and needs;

-- Allows the individual/representative to be the managi ng enpl oyer rather than the
enpl oyer of record; this is particularly advantageous for individuals when an

i ndi vidual's cognition and/ or conpetency is an issue;

-- Can provide a range of training opportunities and other benefits (e.g., health

i nsurance) to support service workers depending on the design of the | SO nodel; and
-- Can provide the energency back-up staff individuals need.

X, Advant ages and Di sadvant ages of Using an Agency wi th Choice | SO (conti nued)

* Advantages for Local or State CGovernnment Agencies

-- Ensures a government program agency that I RS and DoL regul atory conpliance has been
achi eved;

-- Ensures a government program agency that individual s/representatives can obtain the
support service workers they need regardl ess of the day of the week or tine of the year
(e.g., holidays, weekends);

-- Ensures a government program agency that there is a valid enployer-enpl oyee

rel ati onshi p when individual's cognition and/or conpetence is conprom sed;

-- Ensures a governnment program agency that workers are receiving at |east a basic |evel
of orientation and/or training (depending on program design) and basic benefits (e.qg.,
wor ker' s conpensation, and possibly health and life insurance); and

-- Enabl es a governnment program agency to inplenment comrunity-based support service
prograns that reflect individuals' desires for increased autonony and control over their
support services and workers and allows public funds to foll ow program participants

rat her than service providers.

X, Advant ages and Di sadvant ages of Using an Agency wi th Choice | SO (conti nued)

* Di sadvantages for | ndividual s/ Representatives

-- I f the design of the | SO nodel or the | SO s | eadership does not adequately

refl ect/support the phil osophy of consuner-direction, the | SO nodel could provide

i ndi vi dual s/representatives with a mninmal |evel of autonomy and control over their
services and workers (e.g., traditional agency providers).

* Di sadvantages for Local or State Governnent Agencies

-- | f the design of the |1 SO or the phil osophy of the |1SO | eadershi p does not adequately
refl ect/support the phil osophy of consuner-direction, then a governnment program agency
wi Il be unsuccessful in providing support services to the service population in a
consuner-di rected manner.

XIl1l. Advantages and Di sadvantages to Using a Spectrum | SO

* Advant ages for |ndividual s/ Representatives

-- The individual and his or her representative, when appropriate, can access the full
range of internmediary services to assist themin using consuner-directed support services
through a seanl ess | SO service delivery systemrather than having to enroll in, and
disenroll from a variety of prograns in order to get the internediary services he or she
needs throughout his or her life.
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* Advantages for Local or State Governnment Agencies

-- Provides a seam ess |1 SO service delivery systemthat neets individuals' and their
representatives' needs throughout their lives in an efficient, effective and
consumner-di rected manner by: reducing duplication of prograns; and elimnating program
i nequiti es.

XIl1l. Advantages and D sadvantages to Using a Spectrum | SO (conti nued)

* Di sadvant ages for Individual s/ Representati ves:
-- None to speak of.

* Di sadvantages for Local or State Governnent Agencies

-- The design of this ISOis nore conplex from an organi zati onal perspective because it
i ncludes a range of internediary services where the individual or his or her
representative may or may not be the enployer of record of his or her worker and may

i nclude the Spectrum SO or a subcontractor to the Spectrum | SO being a direct service
provi der;

-- Government agencies nmust watch for any conflicts of interest that may exist for the
Spectrum | SO and/or its subcontractors; and

-- If the 1SO chooses to subcontract with one or nore entities to performthe various

i nternmedi ary services, a government provider agency nust be able to nonitor both the
prinme contractor and the subcontractor's performance and comritnent to the phil osophy of
consuner-direction

XI'V. What |ssues Have States Had to Address In |Inplenenting Consuner-directed Support
Service Prograns Using | SGCs?

* States have had to address a nunber of issues in inplenenting consuner-directed support
service prograns using Internediary Service Organi zations (1S0Cs). These include:

* Selecting the appropriate | SO nodel (s) for the targeted service popul ation

i ndi vi dual s have varying levels of ability (e.g., cognition) and desire to performthe
requi red enpl oyer tasks.

* Determ ning individuals' and representatives' ability and desire to manage

enpl oyer-rel ated tasks:

* Some consuner-directed support service programs provide skills training to

i ndi vi dual s/ representatives to assist themin participating in the program and

* Some consuner-directed support service programs assess individuals' conpetency in
perform ng the required tasks in order to certify themto participate under certain | SCs
(e.g., Fiscal Conduit).

XI'V. What |ssues Have States Had to Address In | nplenenting Consuner-directed Support
Servi ce Prograns Using | SCs? (conti nued)

* Defining the role and responsibilities of individuals' representatives in

consuner-di rected support service prograns that use | SGCs:

-- arelative versus non-rel ated representative,

-- a representative who is a primary nmenber of the individual's Network of Support versus

someone who interacts with the individual on an infrequent basis (e.g., |awer, |egal
guardi an or person with durable power of attorney), and
-- the role the representative is willing to play (e.g., be the enployer of record of the

i ndi vidual's worker(s)).

* Defining the role and responsibilities of the 1SQ(s) and the type of services it wll
provi de:

-- Cearly defining the roles and responsibilities of each type of |SO used, the program
agency, the individual and his or her representative, support service workers agency
provi ders and vendors and identifying the services to be provided by each I SO type is key
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for effective program design and inpl enmentation

XI'V. What |ssues Have States Had to Address In |Inplenenting Consuner-directed Support
Servi ce Prograns Using | SCs? (conti nued)

* |dentifying federal requirenments (e.g., labor, tax, insurance) for Fiscal |SGCs:

-- Requesting approval to be an I RS Enpl oyer Agent (I RS Form 2678) (Governnent vs Vendor
Fiscal 1SO on behalf of individuals/representatives,

-- Obtaining a federal enployer identification nunber (EINs) for the entity to be the
Fiscal 1SO and for each individual it represents (I RS Form SS-4),

-- Mnimum wage and overtine rules per the federal Fair-Labor Standards Act for Donestic
Enmpl oyees

-- Donestic service worker

-- Conpani onshi p exenption

-- Live-in help exenption

-- Night help provision

-- Federal inconme tax withholding (optional for donestic enployees),

-- Social Security and Medicare w thhol ding (FICA),

Federal Unenpl oynment Tax withhol di ng (FUTA),

XI'V. What |ssues Have States Had to Address In |Inplenenting Consuner-directed Support
Servi ce Prograns Using | SCs? (conti nued)

* |dentifying federal requirenments (labor, tax, insurance) for Fiscal |S0Gs (continued):
-- Tax depositing rules,

-- Preparation of the IRS Forns W2 and W 3,

-- Refunding the enployer and enpl oyee for withheld enpl oynment taxes (e.g., FICA) when
the worker does not earn the minimum gross wage anount to pay federal enploynent taxes in
a cal endar year (l.e., $1,300 in CY 2001 for FICA

-- Social Security Domestic Reform Armendnents (SSDERA) of 1994

-- Filing IRS Forns 940/941 quarterly vs Schedul e H annually,

- Federal Advanced Earned Incone Credit, and

- INS Verification of Ctizenship and Legal Alien Status.

XI'V. What |ssues Have States Had to Address In |Inplenenting Consuner-directed Support
Service Prograns Using | SCs? (continued)

* |dentifying |ocal and state-specific requirenments (e.g., |abor, tax, insurance, worker
trai ning and nurse practice act):

-- Sonme states' Departnents of Labor do not recognize the conpanionship and live-in help
exenptions,

-- State inconme tax withholding, filing and depositing nay be required even though
federal inconme tax is not required,

-- State unenploynent tax (SUTA) laws related to withholding, filing and depositing vary
by state,

-- Worker's conpensation | aw varies by state,

-- Five states have disability insurance laws (CA, H, NJ, NY and RI),

-- Some states require that crimnal background checks be perfornmed for all persons
provi di ng supportive services in the hone,

-- Sonme states have a basic training requirenent for all non-licensed personal care
workers and may require their activities to be overseen by a health care professional,

-- State nurse practice acts vary by state and can have a significant effect on what a
wor ker nay or may not do for an individual in the honme, and

-- Some states and counties have specific contracting requirenents for service providers.

XI'V. What |ssues Have States Had to Address In |Inplenenting Consuner-directed Support
Service Prograns Using | SCs? (continued)

* Recruiting entities to bid to be an | S((s):

-- Currently, 1SCs are a new and broadly defined niche market; with a small vendor pool;
vendors vary significantly in their know edge of and experience with the required tasks,
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-- State and county RFP processes represent a significant anount of time and effort, and
-- Some states have required ISCs to provide a broad range of services and, at tines,
these requirenents can deter vendors frombidding, limting the vendor sel ection pool

* Selecting an | SQ(s) vendor and nonitoring its perfornmance:

-- An ideal 1SO provider is one that has the required skills and experience and is
committed to the phil osophy of consuner-direction

-- States continue to analyze the benefits of having one statewi de | SO or a nunber of
regi onal |SGCs; decisions reflect a nunber of trade-offs, and

-- Devel opnent of clear and concise contracts wi th nmeasurabl e performance standards and
an effective nonitoring systemis key to successfully purchasing services froman | SO
Stat es/counties nust be able to term nate an | SO contract w thout undue service
interruption for individuals when poor performance occurs.

XIV. What |ssues Have States Had to Address In | nplenenting Consuner-directed Support
Service Prograns Using | SCs? (continued)

* States vary in how they pay |SOs (e.g., total budget anobunt versus price per
transacti on perforned).

* States vary on how they operationalize a Fiscal 1SO (e.g., issue state contract as
adjunct to State's fiscal agent vs Medicaid provider).

* States vary in whether and how they apply cost-sharing provisions to program
participants to cover sone/all of the cost of |SO services rendered.

* States that choose to be the Governnent (I RS Enployer Agent) Fiscal |SO

-- Find that incorporating the payroll function for workers into the state payrol
function extrenely problematic; running separate but parallel systens has been found to
be nore successf ul

-- Find that identifying and tracking expenses related to perfornming the Fiscal |SO
function is a challenge, and

-- Find it a challenge to achieve significant cost efficiencies.

* Clainmng federal matching funds for the | SO function
-- DHHS/ HCFA has yet to decide how states should claimthe costs associated with 1SCs for
the purpose of claimng FFP.

XIV. What |ssues Have States Had to Address In |Inplenenting Consuner-directed Support
Service Prograns Using | SCs? (continued)

* HCFA's Medi caid provider agreenent requirenent:

-- HCFA requires that Medicaid agenci es execute a Medicaid provider agreenment with every
provi der and vendor that receives Mdicaid funds,

-- A provider agreenment can be brief (1-2 pps). To date, HCFA has yet to define what the
key conponents shoul d be; however, it should include an assurance/statenent that the

wor ker is capable of performing the required tasks.

XIV. What |ssues Have States Had to Address In |Inplenenting Consuner-directed Support
Service Prograns Using | SCs? (continued)

* Addressing individual /representative nonconpliance:

-- The majority of support service workers are enpl oyees of soneone. Rarely are they

i ndependent contractors. The enploynent status of a worker can be verified by filing an
IRS Form SS-8 to request a ruling fromthe IRS. The ruling will be specific to the
particul ar worker.

-- The liability for individual/representative non-conpliance with filing and payi ng
federal and state enploynent taxes and insurances rests with the

i ndi vidual /representative. However, taxing authorities (particularly state unenpl oynent)
may | ook to a state when an individual can not pay the back taxes due, since the state is
the original source of the public funds. As a result, conpliance is inportant to reduce
state and individual liability.

-- In the case of the RW Cash and Counseling Denonstration Projects, an

i ndi vi dual /representative who is unsuccessful at nanaging his or her grant funds directly
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(using the Fiscal Conduit option) nmay use the Vendor Fiscal |SO option rather than |eave
the consuner-directed support service program conpl etely.

XV. What Are | SGs' Experiences and |ssues?(continued)

* Supportive | SGs report ed:

-- Staff have reported that the learning curve for individuals and their representatives
to understand the consumner-directed support service nodel can be steep in the beginning.
It takes tine (12 - 18 nonths) for individuals and their representatives to effectively
use the options available to themand to understand that they are the "manager" of their
servi ces and supports.

-- Sonme case managenent staff find it challenging to take on a "consultant" role,

all owing the individual to nake | ess than opti num decisions and then learn fromthem

Ef fective staff training and support is key to successfully inplenenting the "consultant"
rol e.

-- Supportive |SCs that establish and maintain worker registries find it a challenge to
keep them current and to screen for any abuse and negl ect viol ations.

-- Supportive | SO functions should not duplicate services and supports al ready bei ng
provi ded by state/local governnment case nmanagenent staff. Government program agencies
nust make sure that support positions, roles and responsibilities are unigue and nake
sense.

XV. What Are | SGs' Experiences and |ssues?

* Fiscal |SCs reported:

-- IRS regional service center staff contacted often did not know what an | RS Enpl oyer
Agent was, the process to be authorized as an Enpl oyer Agent, and the process an Enpl oyer
Agent should use to file enploynent taxes on behal f of individuals/representatives.

-- Comrunications with IRS regional center staff have been inconsistent. "Talk to three
peopl e and you'll get three different answers."

-- Obtaining FEINs for individuals/representatives in a tinmely nanner has been a
chal l enge. The level of difficulty varied by region and Fiscal |SO reporting.

-- Some Fiscal 1SCs found it a challenge to use the I RS Schedul e H process when an

i ndi vi dual was not capable of self-directing his or her own services.

-- DHHS/ ASPE has devel oped a workgroup with the IRS to clarify the roles,
responsibilities and processes to be used by Governnent and Vendor (I RS Enpl oyer Agent)
Fi scal | SGs.

XV. What Are | SGs' Experiences and |ssues?(continued)

* Some Fiscal 1SGCs reported comrunication problens simlar to the IRSwith their state

i ncone and enpl oynent tax agencies. These were resolved with effective comuni cation and

educati on.

* Some Fiscal 1SCs reported that although there was a vehicle for individuals to purchase
af f ordabl e wor kers conpensation (WC) insurance coverage for their workers, in sone cases,

the carriers were not willing to sell it due to small profit margins. However, in sone
states, (e.g., NJ) individuals can purchase WC i nsurance through the state's risk pool at
affordable rates. In addition, in other states (e.g., MA and NJ) Fiscal |SGs were

successful in brokering WC insurance policies with particular carriers (vol unme
purchasing) to nmake it nore financially desirable to the carrier.

* Fiscal |1SOs reported spending nore tine comrunicating with/orienting individuals to the
program and services than expected (raising a | abor and cost issue). However, once

i ndi vidual s were educated, they reported the level of effort in this area decreased.

* Some Fiscal 1SCs reported a significant tinme |ag between when they executed their
contract with the State and when they started serving individuals (raising cash fl ow

i ssues).

* Fiscal 1SOs continue to try to develop effective ways to test consuners' abilities to
manage the payroll tasks effectively.
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XV. What Are | SGs' Experiences and |ssues?(continued)

* Agency with Choice | SGs report ed:

-- That if the Agency with Choice is highly consuner-directed it can appear to function
as a Vendor Fiscal |1SO (however, they are the enployer of record of the workers).
Exanpl es of this are Concepts for |Independence in NYC and Granite State | ndependent
Living in NH

-- Sonme stressed the inportance of using the sanme hiring policies and procedures for
workers referred by individuals for hire as for those recruited by the agency under their
traditional service.

-- Sonme stressed the inportance of all workers receiving training regardl ess of whether
they are referred by an individual or are recruited by the agency under their traditional
service. More consuner-directed prograns often do not agree with this approach

-- Sonme expressed a concern about the potential of being "joint enployers."” "Woere does
the liability fall (e.g., when discharging a worker)."
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