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· FPS was developed using the Prospective Payment System (PPS) as the base.

· PPS was based on two rates – a client and a provider component.

· The provider component was based on four cost centers – administrative, general, capital and transportation (A, G, C, & T). Each provider’s AGC&T was based on costs reported through cost reports. 
· The client component was for direct care and tied to a matrix of twenty-five levels of need. This component also included regional rate adjustments that increased for certain high-cost areas (Washington and Wilmington Metro) and decreased for rural areas. The client component, with the exception of the regional adjustments, was the same for all providers. 
· PPS developed into a system of inequitable payments. Even if the costs for two providers were similar, the provider that was able to document higher costs received higher payments than the provider that was not able to do so. 
· DDA implemented cost containment measures on the provider component by placing ceilings floors and ceilings on the year-to-year changes in AGC&T.  

· To “fix” PPS, DDA and the provider community developed FPS which is the current payment system used to reimburse providers for residential, day and supported employment services.

· FPS was effective May 1, 1998.

· FPS is also based on two rates – the provider and individual component.
· The provider component pays a flat rate for A, G, C, & T. This was arrived at in a cost-neutral manner by bringing all providers to the weighted mean AGC&T. Doing so meant some providers gained money and others lost money over the four-year phase-in period. 
· The individual component was unchanged and continued to be based on direct care and tied to a matrix of twenty-five levels of need. This component also included regional rate adjustments that increased for certain high-cost areas (Washington and Wilmington Metro).

· Those agencies with higher provider components than the mean under PPS were phased in under FPS – 3% decrease from the July 1, 1997 funding level as of May 1, 1998; 7% decrease as of December 31, 1998; and 12% decrease as of December 31, 1999.
· DDA continued to fund augmentation contracts for residential and day programs (payments for services not reimbursed through the rates) until July 1, 2002 when these services were reimbursed via FPS add-on rates.

· DDA began reimbursing providers for supported employment services through FPS as of July 1, 2002.  

· Problems with FPS

· FPS is a funding system that reimburses providers for congregate services. This means providers must base their costs on a congregate service model, and such a model may create problems for providers as they try to deliver individualized services. As an example, if a provider is staffing a three-person ALU and one person moves out, the provider still has the full expenses for the ALU but one-third less revenue. 
· FPS’s system of add-on components, while solving the problem of separate augmentation contracts, is not fully compatible with the congregate-services funding model. It is difficult to reconcile the additional hours provided with add-ons with the shared hours in the base rates. 

· A better system for today’s service philosophy would be one similar to the CSLA Payment System in which reimbursement for services is based on each individual’s needs. 
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