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Appendix A

Implementation Problems in Region 6

The transportation region in and around Jefferson County has been
a problematic area for several years.  Despite these difficulties,
OTD and Medicaid may have learned some vital lessons in the
provision of transportation services, including the importance of
coordination.  Originally, the contract for brokerage services in
Region 6, which at that time was Jefferson County alone, was
awarded to Yellow Transportation Management in 1999. A
separate contract was issued to American Red Cross Louisville for
a brokerage in the counties around Jefferson County, including
Bullitt, Henry, Oldham, Shelby, Spencer, and Trimble.

American Red Cross Louisville began providing broker services to
Temporary Assistance to Needy Families (TANF) recipients in
Region 7 on May 1, 1999.  It began providing Medicaid
nonemergency transportation one month later.  Because of
financial difficulties encountered by the broker; however, it
withdrew from the contract effective June 30, 2000.  The OTD
decided to discontinue Region 7.  The original counties were
assigned to Region 6 and Region 9: Bullitt, Oldham, Shelby, and
Spencer counties assigned to Region 6; and Henry and Trimble
counties becoming part of Region 9.

Within the Jefferson County region, legal actions prevented
Yellow Transportation Management from fully implementing
brokerage services.  A judge issued a restraining order against
Yellow Transportation Management in August 1999 in response to
a lawsuit protesting the award.  The restraining order limited
Yellow Transportation Management to serving only TANF
recipients in the region.  Unable to fully implement its brokerage
services, Yellow ended its contract for TANF on December 31,
2001.

A Request for Proposals (RFP) was issued for the 15 remaining
regions on January 16, 2001.  Only one response was received for
Region 6.  Coordinated Transit Group (CTG) submitted the
response, but it was deemed to be nonresponsive by the Finance
and Administration Cabinet.  On April 20, 2001, a new RFP was
issued for Region 6 only.

On May 3, 2001, CTG filed a protest alleging the Commonwealth
erred in finding its response to the January RFP nonresponsive.
The protest halted all activity on the award of a Region 6 contract

Legal action prevented
Yellow Transportation
Management from fully
implementing brokerage
services.

Jefferson and surrounding
counties have had
transportation problems
for years.

Region 7 was
discontinued, and the
original counties were
assigned to Region 6 and
Region 9.

Only one response was
received to the Region 6
Request for Proposals,
and it was judged
nonresponsive.
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until August 2002, when the protest was resolved in favor of the
Commonwealth and the RFP proceeded.

Only a single proposal was received in response to the second RFP
for Region 6.  The response was again from CTG.  This proposal
was deemed responsive and CTG was awarded the contract to
serve as broker for the region on September 26, 2001.  After some
post-award negotiation, the contract was approved on October 30,
2001.

In January 2002, Yellow Cab of Louisville notified OTD that it
would not subcontract with CTG for Region 6 transportation.
Yellow Cab was a major provider of transportation services in
Region 6, and its decision not to participate in the program led to
concerns about CTG’s ability to provide the necessary services.

The contract with CTG for transportation services in Region 6 took
effect July 1, 2002.  The contract was based on a capitated rate of
$5.43 per client per month, the same amount that had been
approved for the region in 1999.  Usage rate estimates also were
based on 1999 data.

Concerns about the quality of service provided by CTG arose
almost immediately.  A large number of complaints began to
surface about the quality and reliability of the service provided by
CTG during its first month.  Transportation Cabinet officials stated
that complaints are not unusual during the startup period of any
broker; however, more than 700 complaints were recorded during
CTG’s first month of service.  By contrast, only 362 complaints
were filed against all regions for the entire preceding fiscal year.

While the number of recipient complaints did decrease over time,
with only 253 complaints recorded against Region 6 in September
2002, subcontractors also began to complain.  Subcontractors
stated that CTG was not paying for services rendered in a timely
manner or was not paying the full amount due.  CTG, in turn,
complained that the state was at fault for setting the capitated rate
unrealistically low and for underestimating the number of rides per
month, since the numbers had not been updated from the 1999
study.

When asked about the capitation rate and usage estimates for
Region 6, officials from both the Transportation Cabinet and the
Cabinet for Health Services noted that these rates were included in
the Request for Proposal, and CTG had agreed to both when it
signed the contract.  Transportation Cabinet officials also pointed

Concerns about the
quality of service
provided by CTG arose
almost immediately.

Subcontractors also began
to complain.

The second RFP for
Region 6 also received
only a single response.
The contract was awarded
to Coordinated Transit
Group (CTG).

The contract with CTG
for Region 6 took effect
July 1, 2002.
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out that there was a clause in the contract allowing CTG to request
a rate increase; however, CTG could never provide data to support
a rate increase.  Transportation officials noted that they still lack
acceptable data on transportation service provided during CTG’s
tenure as the Region 6 broker.

On October 21, 2002, three subcontractors filed suit in federal
court in an attempt to force CTG into involuntary bankruptcy to
collect money they said CTG owed them.  On November 12, 2002,
the state filed a motion in U.S. Bankruptcy Court to terminate its
contract with CTG and asked the court to appoint a trustee to
provide transportation services to Medicaid recipients in Region 6.
In its motion, the state listed poor service, failure to properly
reimburse subcontractors, use of unapproved subcontractors, and
failure to provide requested data as causes to terminate the
contract.  On November 25, 2002, before the federal court had
issued a ruling on the state’s request, CTG filed a motion for
voluntary bankruptcy and cancelled its contract with the state.
CTG ceased to provide services as a broker at midnight, November
30, 2002.

After CTG ceased providing services, the state implemented an
interim system to provide transportation services in Region 6 until
another broker could be placed under contract.  The interim system
allowed subcontractors to bill Medicaid directly.  The
Transportation Cabinet and DMS advertised in the region and
explained that recipients should call the subcontractors directly for
transportation services.

Transportation officials have pointed out that, while this system
served during the interim, it lacked any monitoring system to keep
out inappropriate rides.  Additionally, there was no monitoring to
ensure that providers were conforming to safety and other
standards.  The system sufficed for the period of time it took to get
a new broker under contract.

During the interim period in Region 6, the state issued two RFPs
for broker services.  The first RFP, with a capitated rate of $7,
received no responses.  The capitated rate was increased to $8.25
for the second RFP, which elicited three responses.  LogistiCare, a
national company headquartered in Atlanta, Georgia, was deemed
to be the most responsive.  DMS staff stated that, after selecting
LogistiCare based upon their technical merits, they negotiated the
capitated rate down to $8.20 per eligible recipient per month.

DMS staff justified the unusually high capitated rate by stating that
the cabinet was in a poor negotiating position because it did not

CTG filed bankruptcy
and ceased providing
services.

The state implemented an
interim system until
another broker could be
placed under contract.

LogistiCare’s contract for
Region 6 has the highest
capitation rate in the
state.
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know the volume of business that LogistiCare could expect.  Data
from CTG had been unreliable, and its predecessor, Yellow
Transportation Management, had never provided Medicaid
nonemergency transportation.  Transportation officials also pointed
to the amount of negative press associated with the failure of CTG
as a factor in the difficulty in negotiating a broker contract for
Region 6.

LogistiCare began providing broker services in Region 6 on May
1, 2003.  LogistiCare is a specialized transportation network
manager providing no transportation itself but acting as a broker
and transportation coordinator.  In addition to Kentucky,
LogistiCare provides transportation management services for seven
other states and the District of Columbia as well as a number of
school districts.  Though LogistiCare maintains offices and staff in
Louisville, the call center for the Region 6 brokerage is located in
Atlanta, Georgia.

Transportation Cabinet officials have contrasted startup efforts by
LogistiCare and the previous effort by CTG.  Transportation
officials noted that LogistiCare, in part due to its experience in
other states, has done much better at anticipating startup costs and
coordinating services.  Additionally, the number of complaints
reported to the Office of Transportation Delivery (shown below)
has been strikingly less than the number reported during the startup
period for CTG.

Region 6 Complaints:  2003

May 24
June 13
July 10
August 6
September 6
October 2

Source: Office of Transportation Delivery,
Kentucky Transportation Cabinet,

Despite its experience with coordinating transportation systems in
other states, LogistiCare has encountered some of the typical
startup difficulties experienced by most new brokerages in the
state.  Officials with the Transportation Cabinet and LogistiCare
have indicated that, despite the high capitated rate in Region 6, the
broker lost money in the region during the first few months of
operation.  LogistiCare officials stated that this is largely due to
startup costs and inefficiencies within the current system.  They
anticipate this will improve as they refine their operations in
Kentucky.

LogistiCare began
providing broker services
in Region 6 on May 1,
2003.

According to
Transportation Cabinet
officials, the new Region
6 broker is doing a better
job of coordinating
services.
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