
Department of Aging
and Disability Services

June 1,2011

John O'Brien, Director
Legislative Budget Board
1501 Congress Avenue, 5th Floor
Austin, Texas 78701

Subject: FY 2011 April Monthly Financial Report

Dear Mr. O'Brien:

The following is a summary of budget adjustments processed during April 2011, as well as, budget
variances and other key budget issues at this time.

The Department of Aging and Disability Services (DADS) FY 2011 All Funds (AF) operating budget is
projected to increase by $445.4 million from the original FY 2011 appropriation of $6,686.8 million to
$7,132.2 million. There was approximately a $20 million adjustment to the current annual operating
budget, as compared to the prior month's submission. The change is related to increasing federal revenue
to be more aligned with available OR match for Medicaid, In addition, for FY 2011, there were three
significant federal initiatives have affected DADS' operating budget:

a $116.1 million related to a more favorable Federal FY 2011 federal participation rate (FMAP)
than what was appropriated in the FY 2010-11 General Appropriation Act (60.56 percent versus
58.29 percent)

$47.7 million related to an extension of American Recovery and Reinvestment Act of 2009
(ARRA) stimulus Tier III rate, 70.94 percent, through December 2010.

a $184.0 million related to an additional 6 month phase down extension of the ARRA stimulus
through June 2011. The phase-down rate will be 68.11 percent from January 2011 through March
2011 and 66.23 percent from April 2011 through June 2811.

The American Recovery and Reinvestment Act of 2009 provided to the State of Texas a temporary
increase to the regular federal participation rate (FMAP) for a period of 27 months, October 2008
through December 2810. The amount of the increase was calculated using the sum of three main factors:
(1) the Hold Harmless factor, which restored the base FMAP to the FY 2008 percentage of 60.56 percent
(constant variable); (2) an across the board increase of 6.2 percent (constant variable); and (3) an
unemployment factor (Tier) which are issued in 1.09 percent increments (subject to change).
See Figure!.
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Figure 1

Fiscal Hold Across Tier I Subtotal, Tier II Subtotal, Tier HI Subtotal,Year Harmless the adjustment adjustment adjustment
Board Tier I Tier II Tier U!

2011 6056 6.2 2.0 68.76 1.09 69.85 1.09 70.94

The initial state Fiscal Year 2011 appropriated the federal amount for ARRA stimulus fund, $140.7
million, assumed a no-Tier rate of 66.76 percent, which only included the Hold Harmless plus the
Across the Board 6.2 percent increase. However, due to changes in the State of Texas' unemployment,
the Federal government increased the stimulus rate for Texas from a no-Tier to a Tier III rate of 70.94
percent. In addition, the effective date of Tier III was extended through December 2010, rather than
ending June 2010 as originally expected.

Annual and Biennial Transactions submitted to and awaiting LBB/GOBPP Approval:

The FY 2010-11 operating budget reflects numerous budget adjustments that have been or will be
submitted to the Legislative Budget Board (LBB) and the Governor's Office of Budget, Policy, and
Planning (GOBPP), as required by various Riders in Senate Bill 1, Eighty-first Legislature, 2009. The
following is a list of annual and biennial budget adjustments that have been submitted to the LBB and
GOBPP and are pending approval.

As a result of permanent refinancing of General Revenue Funds - funded Mental Retardation (MR)
Community Services as Medicaid funded Home and Community-based Services (HCS), DADS
requests approval to transfer $808,538 in General Revenue Funds from Strategy A.4.2, MR
Community Services to Strategy A,3.2, Home and Community-based Services (agency letter
requesting approval was sent to the LBB, on February 10, 2010). In addition, to further utilize the
OR transfer, DADS requests approval to increase Federal Funds in HCS by $1,948,155, for a total
All Funds increase of $2,756,693. This additional funding will enable DADS to serve an additional
50 individuals in HCS. This transfer will impact the number of persons served and the annual All
Funds expended by the above amounts in FY 2011, as well as, the FY 2012-13 biennium.

As a result of permanently converting Intermediate Care Facilities/Mental Retardation (ICF/MR)
facilities originally funded with General Obligation Bonds to HCS settings, DADS requests approval
to transfer $656,778 in General Revenue Funds and $1,582,494 in Federal Funds, totaling
$2239,272 All Funds from Strategy A.7. 1, Intermediate Care Facilities-MR to Strategy A.3,2, Home
and Community-based Services (agency letter requesting approval was sent to the LBB on February
10, 2010). This additional funding will enable DADS to serve an additional 42 individuals in HCS,
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with a corresponding reduction in the number of individuals served in ICFIMRs. This transfer will
impact the number of persons served and the annual All Funds expended by the above amounts in
FY 2011, as well as, for the FY 2012-13 biennium.

As a result of the "Money Follows the Person" federal grant, two large ICFIMR facilities have
agreed to close pennanently. An estimated 163 individuals in these facilities will choose to move to
HCS settings. DADS requests approval to transfer $2,510,516 in General Revenue Funds and
$6,049,032 in Federal Funds totaling $8,559,548 All Funds from Strategy A,7.1, Intermediate Care
Facilities-MR to Strategy A.3.2, Home and Community-based Services (agency letter requesting
approval was sent to the LBB on February 10, 2010). This additional funding will enable DADS to
serve an additional 163 individuals in HCS, with a corresponding reduction in the number of
individuals served in ICFIMRs. This transfer will impact the number of persons served and the
annual All Funds expended by the above amounts in FY 2011, as well as, for the FY 2012-13
biennium.

Senate Bill 1 assumed that beginning January 2010 the case management function for the HCS
program would be performed by the Mental Retardation Authorities (MRAs) instead of the HCS
providers. However, this change did not occur until June 2010. This transfer will increase the
average monthly cost per HCS individual served by $72.90 for FY 2010. As a result, DADS
requests approval to transfer $4,427,228 in General Revenue Funds and $10,667,311 in Federal
Funds totaling $15,094,539 All Funds from A. 1.1, Intake, Access, and Eligibility to A.3 .2, Home
and Community-based Services (HCS) (an Agency letter requesting approval was sent to the LBB on
February 10, 2010). This transfer will impact FY 2010 only, and will not impact future years.

DADS FY 2011 Operating Budget reflects Senate Bill 1, adjusted to reflect updated caseload and cost
forecast, Health and Human Services interagency transfers, LBB approved or requested adjustments,
ARRA impacts, and Rider adjustments. Through April 2011, DADS is projected to have a lapse of
$174.1 million in All Funds, of which $163.1 million is General Revenue funds. The primary reason for
the lapse relates to the 6-month phase-down extension of ARRA stimulus from January 2011 through
June 2011. Of the lapsed funds, DADS is scheduled to transfer $153.1 million in General Revenue funds
to the Health and Human Service Commission (HHSC). This amount is subject to change as caseload
and cost forecast are updated.

There is a substantial variance in the current annual operating budget, as compared to the prior month's
amount, The change is related to increasing federal revenue to be more aligned with available GR match
for Medicaid.
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Projected expenditures for Medicaid entitlement client services are based upon payment data through
April 2011,

Strategy A.2.2 Community Attendant Services - This strategy is projected to have a negative
variance of $21.2 million in All Funds, which includes $7.0 million in General Revenue Funds. This
variance is related to the estimated monthly average cost per individual increasing from the
appropriated amount of $788.14 to $825.70. In addition, the FY 2011 3fh Quarter forecast issued by
HHSC indicates a caseload increase of an additional 5,690 individuals served per month above the
Senate Bill 1 amount.

• Strategy A.6.4 Promoting Independence Services - This strategy is projected to have a negative
variance of $7.2 million in All Funds, which includes $2.3 million in General Revenue Funds. This
variance is related to the estimated monthly average cost per month increasing from the appropriated
amount of $1,507.32 to $1,576.66. In addition, the updated forecast indicates a caseload increase of
an additional 583 individuals served per month above the Senate Bill 1 amount. Even though, the all
funds variance did not change from prior month's submission, a cost allocation adjustment was made
in April, resulting in a different GR to federal match as compared to March's report.

• Strategy A.8.1 State Supported Living Centers This strategy is projected to have a negative
variance of $13.2 million in All Funds, which includes $4.3 million in General Revenue Funds. This
variance is related to a projected higher than anticipated contracted services cost. In addition, the cost
allocation of paid and projected expense was updated with a revised method of finance to be more
reflective of current trends.

DADS' variances are based on assumed adjustments that are either awaiting LBB and GOBPP approval
(listed above) or future adjustments which are subject to change (see Figure 2) that will be submitted for
LBB and GOBPP approval.

Figure 2.

G R Match for Medicaid Carry forward of Bond funds Biennial Total
____________________ Carry forward between Biennium

Total Analyst Strategy FIscal Year Fiscal Year FIscal Year FIscal Year
____________

Total Fiscal
_____________

Total Fiscal
2010 2011 2009to2010 2Ollto 2012 Year 2010 Year 2011

A.8.1 - State Supported
Uving Centers (16,864,803) 16,864,803 - (16,864,803) 16,864,803
k9.1

	

Capttal rePafrS ano
- 2,312. 170 (14,833,333) 2,312,170 (14,833,333)Renovations

Grand Total (16,864,803) 16,864,803 2312,170 (14,833,333) (14,552,633) 2,031,470
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For the FY 2010-11 biennium, the following adjustments (as approved by the LBB and GOBPP) areassumed in the adjusted operating budget:

FY 2010 5 Percent GR Reduction (as approved by the LBB and GOBPP)

Strategy FY2O1O
Ad.1 Intake, Access and Eligibility to Services and Supports (1,253,360)

A2.1 Primary Home Care
(400,231)

A.22 Community Attendant Services (Formerly Frail Elderly) (297,065)

A.3.1 Community-Based Alternatives (CBA)
(300,739)

A.4,2 Mental Retardation Community Services
(450,000)

A8d State Supported Living Centers (SSLC)
(79,588)

B1.1 Facility and Community-Based Regulation
(361,907)

C.1.1 Central Administration
(216,820)

C.1.2 Information Technology Program Support
(83,389)

Total
(3,443,099)
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GR Transfer to HHSC of additional ARRA Stimulus pursuant to Special Provisions,
Section 11 (as approved by the LBB and GOBPP and subject to change as forecast for caseload
and cost are updated)

Strategy FY2O1O FY2O11 Total

A2. 1

	

Primary Home Care (11,229,562) (3,458,264) (14,687,826)

A22

	

Community Attendant Services (Formerly Frail Elderly) (8,345,022) (2,584,831) (10,929,853)

A23

	

Day Activity and Health Services (DAMS) (2,281,800) (698,754) (2,980,554)

A3. 1

	

Community-Based Alternatives (CBA) (9,773,217) (2,932,871) (12,706,088)

A.3.2

	

Home and Community-Based Services (HCS) (14,822,737) (5,035,164) (19,857,901)

A.33

	

Community Living Assistance & Support Services (CLASS) (3,890,593) (1,375,111) (5,265,704)

A3.4

	

Deaf-Blind Multiple Disabilities (DBMD) (148,822) (44,780) (193,602)

A3.5

	

Medically Dependent Children Program (MDCP) (995,681) (311,826) (1,307,507)

A36

	

Consolidated Waiver Program (73,392) (21,676) (95,068)

A3J Texas Home Living Waiver (221,703) (66,297) (288,000)

A.51

	

Program of All-inclusive Care for the Elderly (PACE) (721,968) (239,682) (961,650)

A,6J

	

Nursing Facility Payments (42,264,969) (12,517,995) (54,782,964)

A.62

	

Medicare Skilled Nursing Facility (3,322,839) (1,092,095) (4,414,934)

A63

	

Hospice (4,579,363) (1,472,999) (6,052,362)

k64

	

Promoting Independence Services (2,372,974) (786,448) (3,159,422)

AJ1

	

Intermediate Care Facilities - Mental Retardation (ICF/MR) (6,651,828) (1,931,817) (8,583,645)

A81 State Supported LMng Centers (SSLC) (13,103,460) (3,863,656) (18,967,116)

Total (124,799,930) (38,434,266) (163,234,196)
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GR Transfer to HHSC related to a more favorable FMAP rate in FY2O11 pursuant to
Special Provisions, Section 7 and Section 11 (as approved by the LBB and GOBPP and subject
to change asforecastfor caseload and cost are updated)

Strategy FY2O11

A.21 Primary Home Care
(4,096,810)

A.2.2 Community Attendant Services (Formerly Frail Elderly) (3,062,103)

A.23 Day Activity and Health Services (DAHS)
(827,775)

A3. 1 Community-Based Alternatives (CBA)
(3,474,407)

A.3.2 Home and Community-Based Services (HCS) (5,964,874)

A3.3 Community Living Assistance & Support Services (CLASS) (1,629,017)

A.3.4 Deaf-Blind Multiple Disabilities (DBMD)
(53,048)

A.3.5 Medically Dependent Children Program (MDCP) (369,402)

A3.6 Consolidated Waiver Program
(25,678)

A.3.7 Texas Home Living Waiver
(78,538)

A5.1 Program of All-inclusive Care for the Elderly (PACE) (283,938)

A.61 Nursing Facility Payments
(14,829,364)

A6.2 Medicare Skilled Nursing Facility
(1,293,743)

A6.3 Hospice
(1,744,979)

A64 Promoting Independence Services
(931,661)

AJ1 Intermediate Care Facilities - Mental Retardation (ICF/MR) (2,288,515)

A&1 State Supported Living Centers (SSLC)
(4,577,055)

Total
(45,530,907)
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GR Transfer to HHSC related to Star Plus transfer effective February 2011

Strategy

A.2,1 Primary Home Care

A,2,3 Day Activity and Health Services (DAHS)

A.3.1 CommunityBased Alternatives (CBA)

A.6.4 Promoting Independence Services

FY2O11

(11,962,103)

(1,192,548)

(17,712,651)

(3,102,213)

Total (33,969,515)

Not shown in the supporting schedules or the tables above, is a future transfer of lapse in General
Revenue Funds related to additional ARRA stimulus funds to the Health and Human Service
Commission (HHSC). Currently, DADS is projecting to transfer $153.1 million in General Revenue
Funds, but the amount is subject to change as cost and caseload forecast are updated.

Please contact me at 4383355 if you have any questions or require additional information.

Sincerely,

Xddn laylor
Chief Financial Officer

GT:rb

Enclosure

cc:

	

Chris Traylor, Commissioner
Tom Suehs, Executive Commissioner HHSC
Greta Rymal, Deputy Executive Commissioner HHSC
Governor's Office of Budget, Planning and Policy
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