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AUDITORS' REPORT 

SPECIAL REVIEW OF THE PROPOSED 
COMMUNITY LIVING ARRANGMENT 

AT 9 COUNTRY CLUB WOODS CIRCLE 
IN WATERBURY 

 
 
BACKGROUND: 
 
 The Department of Mental Retardation (DMR) supports and serves clients in both State-
owned and private sector residential settings. One such setting is a group home also known as a 
Community Living Arrangement (CLA). Some CLAs are operated by DMR staff while the 
majority are run by private providers contracting with the State. For a general description of 
private sector group home development and operation, see Exhibit A entitled A General 
Overview of the Development and Operation of a DMR Private Sector Group Home. In addition, 
for further information on locating group homes and municipal issues, see Exhibit B entitled 
Frequently Asked Questions Regarding the Location of Proposed DMR Group Homes and 
Municipal Notification in Connecticut. 
 
INTRODUCTION: 
 
 In response to inquires from State officials, we conducted a review of the proposed 
development of a four bed CLA at 9 Country Club Woods Circle in Waterbury. The new CLA 
was proposed by HART, Inc. of North Haven, a private provider which operates nine CLAs in 
Connecticut.  
 
 One of the CLAs operated by HART, Inc. is 91 Columbia Boulevard in Waterbury, an eight 
bed facility.  HART plans to transfer two of the eight clients living at 91 Columbia Boulevard to 
the new CLA and take two clients from a DMR waiting list for a total of four clients at the new 
CLA.  
 
 Our review was limited to DMR’s and the Department of Social Services’ (DSS) 
involvement with the development of 9 Country Club Woods Circle. We discussed the matter 
with appropriate DMR and DSS staff and reviewed available documentation on file at these two 
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State agencies.   As described in Exhibit A, DMR has no direct involvement in the selection of 
properties for CLA development.  That is the responsibility of the private provider.  Nor does the 
State of Connecticut own privately operated CLA’s such as 9 Country Club Woods Circle; such 
properties are purchased by the private provider. DMR’s and DSS’s role is to insure that the 
private providers’ services and facilities meet the clients’ needs on an ongoing basis, and that the 
facility is operated within financial parameters that are acceptable to the State.   
 
REVIEW OF THE CLA DEVELOPMENT: 
 
Request for Proposal for 91 Columbia Boulevard: 
 
 During November 2003, DMR issued a Request for Proposal (RFP) for the conversion of 
four State-run CLAs to be turned over to the private sector. The four were part of a DMR 
conversion of 30 State-run CLAs to the private sector to reduce costs and compensate for DMR 
staff losses. One of the four was the CLA at 91 Columbia Boulevard in Waterbury.  
 
 DMR follows standard State purchasing procedures in requiring RFPs for the placement of 
clients in a new CLA or when converting a State-run facility to a private provider. (The RFP 
process is outlined in the attached DMR overview.)  DMR received four bids for 91 Columbia 
Boulevard which were evaluated by a review committee. The committee gave HART the highest 
score in the review process and recommended that they should be awarded the bid. The DMR 
Commissioner approved the committee’s recommendation, awarding it to HART, Inc. We 
reviewed the available documentation of the RFP and the review committee’s evaluation and 
recommendation. No discrepancies were noted in the bid award process. 
 
9 Country Club Woods Circle:  
 
 HART took over 91 Columbia Boulevard on June 19, 2004. We were informed that DMR 
had at some point discussed with HART, certain quality of life deficiencies existing with the 
CLA and that DMR would be receptive to any solutions HART would have to improve the 
situation. A major deficiency noted was clients sharing bedrooms. Ideally, each client should 
have his/her own bedroom.  We would note that this was at the discussion level only.  We found 
no documentation in the RFP process or in contracts with HART indicating the possibility of a 
second residence to resolve the deficiency.  
 
 HART first proposed downsizing 91 Columbia Boulevard during March of 2005.  It was not 
until November of 2005 that HART notified DMR of a potential option (9 Country Club Woods 
Circle) for development.  HART requested that DMR tour the home, which was subsequently 
done by a DMR regional staff member. On December 5, 2005, HART formally submitted a 
written request to DMR to develop 9 Country Club Woods Circle. The client capacity at 91 
Columbia Boulevard would be reduced from eight to six, thereby improving living conditions, 
and the new CLA would be a three bedroom facility with two clients from 91 Columbia 
Boulevard and a third new client who was on a DMR waiting list. As noted above, DMR was not 
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involved in the new CLA selection process. HART used the Corporation for Independent Living 
(CIL), an experienced developer of group home projects and a realtor, Bannon and Hebert from 
Middlebury, to select 9 Country Club Woods Circle as the CLA. The new CLA was located 
approximately 3 ½ miles from 91 Columbia Boulevard. 
 
 The first level of official approval for the new three bedroom home was when the CLA 
Development Agreement was approved by the DMR Regional Office on February 13, 2006 and 
forwarded to the DMR (and DSS) Central Offices. 
 
 DMR considered HART’s situation with 91 Columbia Boulevard unique and did not follow 
the standard RFP process for new CLAs for 9 Country Club Woods Circle. In the opinion of 
DMR the RFP for 91 Columbia Boulevard was considered sufficient to establish a new CLA 
since HART would continue to serve two of the existing clients. Also, as previously noted, there 
was an understanding with HART when they were awarded the conversion CLA that DMR 
would be receptive to changes in the existing living conditions.   
 
 DSS is responsible for the approval and payment of room and board rates for clients living in 
a CLA. DSS subsequently modified the approved request from the DMR Regional Office for 9 
Country Club Woods Circle, adding a fourth client from a waiting list. DSS decided to increase 
the number of beds in the facility because it was considered more cost effective.  By increasing 
the number of beds, the Department would be able to provide services for an additional client yet 
the overhead costs for the group home would remain the same.   
 
 The revised CLA Development Agreement for 9 Country Club Woods Circle was approved 
by the DSS and DMR Commissioners on April 3 and 6, 2006, respectively.  It provided for 
alterations to convert a room to a fourth bedroom at 9 Country Club Woods Circle and was 
jointly approved by DMR and DSS during April 2006.  The final CLA Development Agreement 
included budgeted costs of $419,279.  The DSS maximum rate for a 4-bed facility is $400,000; 
however, the facility was approved for $410,000. DSS may at times approve a rate that exceeds 
the maximum if it appears reasonable based on their past experience. It appears that DSS split 
the difference between the amount that the provider stated that the facility would cost and the 
DSS maximum rate.  The approved amount of $410,000 would be used to calculate the DSS 
interim per day, per bed, and room and board rates.  
 
Current Rates for HART, Inc: 
 
 As mentioned above and in DMR’s attached overview, rates for services are paid by DMR, 
while room and board is paid by DSS. The following are rates paid for HART, Inc. as of July 
2006. 



Auditors of Public Accounts   
 

  
4  

 
  Rate per day, per bed 
 Program # of beds   DMR Services DSS R&B Annual Cost
91 Columbia Boulevard      8 $217.27 $21.00 $695,748 
Lawrence Hall II- Hamden 6   133.48   40.57   381,169 
57 Eastgate Condos-Hamden 3   135.69   42.30   194,899 
69 Eastgate Condos-Hamden 3   135.69   42.30   194,899 
Victory House II- Hamden 6   148.73   29.72   390,804 
93 Saw Mill Rd- Wallingford 6   168.03   31.49   436,948 
320 Wolf Harbor Rd- Milford 5   212.27   45.19   469,864 
Goldman House-New Haven 6   174.62   24.39   435,832 
W/New Samryan House- NH 6   153.80   22.69   386,513
 Totals  $3,024,247 $562,430 $3,586,677 
 
Annual cost= (DMR Services + DSS Room &Board) x (# of beds) x (365)  
 
 The interim per day, per bed rate based on funds budgeted for four clients at 9 Country Club 
Woods Circle is $241.38 for services from DMR and $42 for room and board from DSS.  
 
RATE SETTING PROCESS FOR A CLA: 
 
 The following provides an overview of the CLA rate setting prices by DMR and DSS. 
 
Department of Mental Retardation  
 
 Private providers of residential services to DMR are contractually required to file audited 
consolidated operating reports (ACORs) annually. DMR procedures include reconciling the 
expenditures reported on the ACOR to the provider contracts and to the Independent Public 
Accountant (IPA) Report.  
 
 The process for setting the rate for DMR client services starts by using the totals reported on 
the ACOR to determine the provider’s overall costs. The major portion of the reported costs is 
salaries and fringe benefits. The next step is to determine the utilization rate, which is the number 
of beds used multiplied by the number of days the beds were used. The usage is documented by 
attendance sheets sent from the provider to DMR. The overall costs are divided by the utilization 
rate to determine the cost per bed per day which will be the rate that the provider is paid. The 
billing rates are established on an interim basis and are adjusted retroactively when the ACOR 
reports are received. 
 
 The rate can vary anywhere from $70 a day to $900 depending on the level of client care. 
Thus each provider will have a separate rate.  All the rates are sent to DSS for review and 
approval since payments to the private providers are eligible for Medicaid reimbursement. The 
monthly attendance sheets are sent from providers to DMR (and DSS) to document utilization.  
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Department of Social Services  
 
 The room and board rate is calculated in accordance with Section 17b-244 of the Connecticut 
General Statutes.  The Department of Social Services sets the room and board rate using a cost-
based prospective method. The rate includes costs for food, laundry, maintenance, housekeeping, 
utilities, fuel, property insurance, property taxes, interest and depreciation related to moveable 
equipment/furniture, and facility depreciation and interest/fair rent.  The Department’s rate 
calculation is based on two separate calculations.  In the first calculation, the Department 
determines the cost for the facility’s fixed property and land.  This is based on costs related to 
facility depreciation and interest/fair rent.  In the second calculation, it determines an estimation 
of the remaining costs that are incurred to operate the facility.  For existing facilities, the rate is 
based from the facility’s prior year’s costs as reported on its annual cost report.  The annual 
reporting period for CLA facilities is July 1st through June 30th.  Therefore, the rates set for July 
1, 2006, are based on cost reports that were filed for the July 1, 2004 through June 30, 2005 
period. Allowable operating expenses include costs for food, laundry, maintenance, 
housekeeping, utilities, fuel, property insurance, property taxes, and interest and depreciation 
related to moveable equipment/furniture.  The Department begins by using the amounts reported 
on the facility’s cost report in the previous fiscal year.  The Department reviews these costs and 
makes adjustments as needed.  The amounts reported by the provider will be reduced if the costs 
are unallowable.  Those adjustments will be made if the provider is unable to provide support to 
the Department for the amounts included or if the amounts appear to be unreasonable.  The total 
amount of operating costs is then multiplied by an inflator to account for the inflation of costs 
from the previous fiscal year.  The Department uses the Gross Domestic Product (GDP) Deflator 
as its inflator which is provided by the State’s Office of Policy and Management.   
 
 The inflated operating costs are then added to the amount that the Department determined to 
be associated with fixed property and land.  This amount is divided by the expected client days 
for the next fiscal year to get the amount of the daily room and board rate per client for the 
facility.  The expected number of client days is calculated by multiplying the number of 
authorized beds in the facility by 365 days.  
 
 DSS internal control procedures include desk reviews on all cost reports and periodic audits 
performed on the facilities by its Quality Assurance Division. 
 
 
 
 



Auditors of Public Accounts   
 

  
6  

 
 
OTHER MATTERS 
 
 The following provides a brief description of the exhibits to this report.  
 

Exhibit A A General Overview of the Development and Operation of a DMR Private 
Sector Group Home - June 2006. An overview developed by DMR to describe 
the process for developing a CLA. 

 
Exhibit B Frequently Asked Questions regarding the location of proposed DMR group 

homes and municipal notification in Connecticut - June 2006.  This was 
developed by DMR to answer frequently asked questions about various CLA 
issues. 

 
Exhibit C Memo to the Auditors of Public Accounts- Responses to questions regarding 

the proposed Community Living Arrangements at 9 Country Club Woods 
Circle -  August 24, 2006. This is a memo containing the results of the 
Auditors of Public Accounts review of questions submitted from the Country 
Club Community Association. 

 
Exhibit D  Memo to Administrative Auditor- Selection of Group Home -  July 26, 2006. 

This  is a memo containing the results of our review of questions referred to 
the Auditors of Public Accounts by the Office of the Attorney General. 

 
Exhibit E Letter to Waterbury Mayor Jarjura from DMR following up on questions 

about 9 Country Club Woods Circle - June 20, 2006. This is DMR’s response 
to questions from Waterbury Mayor Jarjura regarding 9 Country Club Woods 
Circle. It is a follow up to a public meeting on the new CLA development held 
in Waterbury on June 7, 2006. 

 
 
 



Auditors of Public Accounts   
 

  
7  

CONCLUSION 
 

 Our review of the conversion of the 91 Columbia Boulevard CLA in Waterbury from a State-
run  to private operation did not find any deviation from standard State purchasing procedures.  
 
 We did find, however, that the subsequent development of 9 Country Club Woods Circle in 
Waterbury was done without a separate RFP process being conducted, as is normally required in 
the development of a new CLA residence. DMR took the position that because two of the clients 
scheduled to reside at 9 Country Club Woods Circle were already residents of  another home (91 
Columbia Boulevard), both of which were to be operated by the same provider, that it was not 
necessary for DMR to conduct a separate RFP process.  
 
      We have not been able to find anything in writing that documents DMR’s upfront approval 
of HART’s establishment of a new CLA prior to the selection of  9 Country Club Woods Circle.  
It also appears questionable to us whether the purchasing authority cited by DMR (i.e. 
privatization contract award for 91 Columbia Boulevard) was sufficient to allow the State to 
proceed with the development and operation of the group home at 9 Country Club Woods Circle. 
As discussed herein, DMR’s normal procedure for developing a new group home begins with the 
issuance of an RFP.  In this instance this procedure was not followed. 
 
     While DMR maintains that the unique circumstances surrounding the development of the 
group home at 9 Country Club Woods Circle did not legally require it to initiate a separate RFP 
process, a position supported by their own in-house legal counsel, we  are referring this matter to 
the Attorney General for his further review. 
 
 
 
 
 

Donald R. Purchla 
Principal Auditor 

 
 
 
 
Approved: 
 
 
 
Kevin P. Johnston Robert G. Jaekle 
Auditor of Public Accounts Auditor of Public Accounts 
 
















































































