
Department of Aging
and Disability Services

John O'Brien, Director
Legislative Budget Board
P.O. Box 12666
Austin, TX 78711-2666

Subject: Fiscal Year 2012 March Monthly Financial Report

Dear Mr. O'Brien:

The following is a narrative summary of budget adjustments processed during March 2012, as well as,
budget variances and other key budget issues at this time.

In total, the Department of Aging and Disability Services (DADS) fiscal year 2012 Operating budget is
$6,252.9 million in All Funds ($2,584.3) million in General Revenue/General Revenue Dedicated
Funds), which is $34.3 million in All Funds above the fiscal year 2012 appropriation of $6,218.5 million
in All Funds, as stated in the Eighty-second Legislature, Conference Committee, Stage 12, 2012-13
Biennium, dated May 22, 2011. For fiscal year 2012, the adjustments are related to three significant
initiatives that affected DADS' operating budget:

• The carry-forward of the unexpended balance authority for the Service Authorization
SystemlClient Assignment and Registration System (SAS/CARE) Consolidation Project.
Pursuant to Rider 42, House Bill 1 82nd Legislature, 2012-13 General Appropriations Act
(GAA), DADS submitted a letter dated October 3, 2011, requesting approval to carry forward the
unexpended balance of the SAS/CARE Consolidation Project ($6.6 million in All Funds and
$0.7 million in General Revenue Funds). The letter was approved by the Legislative Budget
Board (LB B) and the Governor's Office of Budget, Planning and Policy (GOBPP), and the fiscal
year 2012 Operating Budget reflects the adjustment.

• The transfer of funds from the Health and Human Services Commission (HHSC) to DADS for
Enterprise Support Services pursuant to Article II, Special Provisions, Section 10-Limitations on
Transfer Authority, House Bill 1, 82' Legislature, 2012-13 General Appropriations Act (GAA)
for the HHS HR/Payroll System Upgrade project. HHSC submitted a letter dated September 13,
2011, requesting the transfer of funds to DADS, and the letter was approved by LBB and the
GOBPP, and the fiscal year 2012 Operating Budget reflects the adjustment ($2,536,149 in All
Funds and $1,094,348 in General Revenue Funds).

• The transfer of funds and FTEs from the Department of Assistive and Rehabilitative Services
(DARS) to DADS pursuant to Article II, Special Provisions, Section 10-Limitations on Transfer
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Authority, related to health and human services (HHS) media service for DADS' strategy C.1.1
Central Administration. DARS submitted a letter requesting the transfer of funds and FTEs to
DADS, and the letter was approved by the LBB and the GOBPP on February 16, 2012. The
fiscal year 2012 Operating Budget reflects the adjustment ($35,963 in both All Funds and in
General Revenue Funds and 5.0 FTEs).

• A federal increase which related to aligning Federal Funds with available General Revenue
Funds.

I
As of March 31, 2012, DADS is projecting a fiscal year 2012 deficit of $282.0 million in All Funds
($115.1 million in General Revenue). Projected expenditures for Medicaid entitlement client services are
based upon caseload forecasts prepared by HHSC in October 2011 and payment data through December
2011.

As a result of the updated forecast, there is a significant change from September's annual projections to
March's annual projections. The key differences are:

• Current projections assume a cost trend growth in strategies A.2. 1 Primary Home Care (PHC);
A.2.2 Community Attendant Services (CAS); A.2.3 Day Activity and Health Services (DAHS);
A.3.1 Community Based Alternatives (CBA); A.3.2 Home and Community Based Services
(HCS); and A.6.1 Nursing Facility (NF), based upon expenditure data collected through
December 2011. The September 2011 estimate only assumed cost growth for NFs.

• For CBA, since no additional slots were funded, a higher proportion of slots are being used by
children aging out of the Medically Dependent Children Program (MDCP) waiver as well as the
Comprehensive Care program. This population has higher costs than the average CBA
population. For HCS, all of the new slots as well as the vast majority of replacement slots are
being filled by individuals relocating out of ICFs or SSLCs. The larger portion of these
individuals goes into residential settings, which are the higher cost settings.

• The waiver slots for Deaf-Blind Multiple Disabilities (DBMD) have been increased by eight
above appropriated in order to meet maintenance-of-effort requirements. The number of
individuals served in Community Living Assistance & Support (CLASS) is projected to exceed
the appropriated level. The appropriated level was based upon the number of individuals being

	

served in February 2011; however, for CLASS there were many individuals "still in the pipeline"
in February 2011.

• As a result of the STAR+PLUS expansion, effective March 1, 2012, the amount of expenditures
for the remainder of fiscal year 2012 for A.2. 1 Primary Home Care; A.2.3 Day Activity and
Health Services; A.3.1 Community Based Alternatives; and A.6.4 Promoting Independence
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Services strategies, will be significantly reduced as compared to what was experienced in the first
portion of the year.

• Strategy A.2.1, Primary Home Care - This strategy is now projected to have a positive variance
of $9.5 million in All Funds which includes $3.9 million in General Revenue Funds. The
variance relates to a decrease in the number of individuals served per month from 31,240, as
found in HB 1, to the current forecast of 29,773, a difference of 1,467. This is partially offset by
an increase in the average monthly cost per individual served from $830.90 to the current
forecast of $842.46, a difference of $11.56.

• Strategy A.2.2, Community Attendant Services - This strategy is now projected to have a
negative variance of $5.3 million in All Funds which includes $2.2 million in General Revenue
Funds. The variance relates to the average monthly cost per individual served which increased
from $834.21 per month, as found in HB 1, to the current forecast of $875.26, a difference of
$41.05. This is partially offset by a decrease in the average number of individuals served per
month from 48,617 to the current forecast of 46,848, a difference of 1,769.

• Strategy A.2.3, Day Activity and Health Services - This strategy is now projected to have a
negative variance of $2.0 million in All Funds, which includes $0.8 million in General Revenue
Funds. The variance relates to the average monthly cost per individual served which increased
from $526.50 per month as found in HB 1, to the current forecast of $544.75, a difference of
$18.25. This is partially offset by a decrease in the average number of individuals served per
month from 9,716 to 9,660, a difference of 56.

• Strategy A.3.1, Community Based Alternatives - This strategy is projected to have a negative
variance of $25.2 million in All Funds which includes $10.5 million in General Revenue Funds.
The variance relates to the average monthly cost per individual served which increased from
$1,320.19 per month as found in HB 1, to the current forecast of $1,456.00, a difference of
$135.81. The average number of individuals served per month remained the same at 14,616.

• Strategy A.3.2, Home and Community Based Services - This strategy is projected to have a
negative variance of $27.3 million in All Funds which includes $11.4 million in General
Revenue Funds. The variance relates to the average monthly cost per individual served which
increased from $3,280.22 as found in FIB 1, to the current forecast of $3,414.55, a difference of
$134.33. The average monthly number of consumers served increased from 20,123 to 20,167, a
difference of 44, all of whom are a result of the transfer of individuals from the expired
Consolidated Waiver Program.

• Strategy A.3.3, Community Living Assistance Support Services - This strategy is projected to
have a negative variance of $15.8 million in All Funds which includes $6.6 million in General
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Revenue Funds. The variance relates to the average monthly cost per individual served which
increased from $3,232. 17 as found in HB 1, to the current forecast of $3,345. 15, a difference of
$112.98. The average monthly number of individuals served increased from 4,619 to 4,858, a
difference of 239, 24 of whom are a result of the transfer of individuals from the expired
Consolidated Waiver Program.

Strategy A.3.6, Consolidated Waiver Program - This strategy is projected to have a positive
variance of $2.8 million in All Funds which includes $1.2 million in General Revenue Funds.
The variance relates to the fact that the program was eliminated December 31, 2011 and the
expenditures and projections for January through August for FY 2012 were moved to the
associated strategies. Because the budget cannot be moved until LBB and GOBPP approval is
received, there is an artificial variance.

Strategy A.3. 7, Texas Home Living Waiver - This strategy is projected to have a negative
variance of $1.8 million in All Funds which includes $0.8 million in General Revenue Funds.
The variance relates to the average monthly cost per individual served which increased from
$652.25 as found in HB 1, to the current forecast of $678.94, a difference of $26.69. The
average monthly number of individuals served remained the same at 5,738.

Strategy A.6.1, Nursing Facility Payments - This strategy is projected to have a negative
variance of $205.4 million in All Funds which includes $84.6 million in General Revenue Funds.
The variance relates to the net nursing facility cost per Medicaid resident per month served which
increased from $2,981.92 per month as found in HB 1, to the current forecast of $3,218.17, a
difference of $236.25. The average number of individuals served per month increased from
56,213 to 56,533, a difference of 320.

Strategy A.6.2, Medicare Skilled Nursing Facility - This strategy is projected to have a positive
variance of $10.9 million in All Funds which includes $4.5 million in General Revenue Funds.
The variance relates to the net payment per individual for co-paid Medicaid/Medicare nursing
facility services per month which decreased from $2,055.93 per month as found in HB 1, to the
current forecast of $2,037.42, a difference of $18.51. The average number of individuals served
per month decreased from 6,767 to 6,352, a difference of 415.

Strategy A.6.3, Hospice - This strategy is projected to have a positive variance of $3.6 million in
All Funds which includes $1.5 million in General Revenue Funds. The variance relates to the
average net payment for individuals serviced per month which increased from $2,739.58 per
month as found in HB 1, to the current forecast of $2,824.98, a difference of $85.40. The average
number of individuals served per month decreased from 7,039 to 6,769, a difference of 270.

Strategy A.6.4, Promoting Independence Services - This strategy is projected to have a positive
variance of $2.8 million in All Funds which includes $1.5 million in General Revenue Funds.
The variance relates to the average monthly cost per individual served which decreased from
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$1,487.75 per month as found in HB 1, to the current forecast of $1,471.31, a difference of
$16.44. The average number of individuals served per month decreased from 6,318 to 6,301, a
difference of 17.

• Strategy A. 7.1, Intermediate Care Facilities - (ICFs) - This strategy is projected to have a
negative variance of $2.9 million in All Funds which includes $1.2 million in General Revenue
Funds. The variance relates to the monthly cost per ICF Medicaid eligible consumer served
which decreased from $4,360.27 per month as found in HB 1, to the current forecast of
$4,366.49, a difference of $6.22. The average number of individuals served per month increased
from 5,602 to 5,608, a difference of 6.

• Strategy A.8.1, State Supported Living Centers - This strategy is projected to have a negative
variance of $25.3 million in All Funds which includes $9.5 million in General Revenue Funds.
The average monthly cost per ID campus resident served decreased from $14,107.11 per month
as found in RB 1 to the current forecast of $13,889.58, a difference of $217.53. The average
monthly number of residents served per month increased from 3,831 to 3,891, a difference of 60.

The following items have not been included in the current forecast, but may impact future projections:

• We did not reduce the cost containment savings estimate for the 90th percentile service cap (75th
percentile for CLASS specialized therapies), although the ability of individuals to obtain health
and safety exceptions may significantly reduce the amount of savings realized.

• No estimate of savings from Electronic Visit Verification has been included.

• The Social Security cost-of-living adjustment of 3.6 percent in January 2012 will increase the
amount of applied income, which will reduce the NF projections slightly. In addition, the actual
Medicare SNF coinsurance rate for the fiscal year 2012 rate was set at $144.50 per day,
compared to an estimated amount of $145.50 per day assumed for this estimate.

• As already noted in the September MFR for fiscal year 2013, the DADS' Medicaid Entitlement
programs are funded at 28 percent of the anticipated demand. The biennial budget deficit is now
projected to be $2.8 billion in All Funds which includes $1.1 billion in General Revenue Funds.
This current estimated shortfall does not include the amount which is the result of the more
favorable EMAP rate for fiscal year 2013, based on current House Bill 1 appropriations.

Transactions submitted to and awaiting LBB/GOBPP approval as of March 31, 2012:

• The budget transfer authority relating to the elimination of the Consolidated Waiver Program
(Rider 35-Elimination of Consolidated Waiver Programs, Rider 9-Limitation: Medicaid Transfer
Authority and Rider 34.-Limits for Waivers and Other Programs).
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DADS will be requesting approval for the following:

• The transfer authority between strategies in fiscal year 2012 to offset deficit in client service
within the existing appropriations (Rider 9-Limitation: Medicaid Transfer Authority and Rider
34-Limits for Waivers and Other Programs) estimated at $26.9 million in All Funds ($11.5
million in General Revenue Funds), for Strategies A.2.1 Primary Home Care (PHC); A,3.5
Medically Dependent Children Program (MDCP); A.6.2 Medicare Skilled Nursing Facility;
A,6.3 Hospice; and A.6.4 Promoting Independence Services.

• The authority to carry-back funds from fiscal year 2013 to fiscal year 2012 to cover budget
shortfalls in fiscal year 2012 and exemption from the $50 million transfer limit (Rider 11-
Appropriation Transfer between Fiscal Years, Rider 9- Limitation: Medicaid Transfer Authority,
and Rider 34-Limits for Waivers and Other Programs) estimated at $282.0 million in All Funds
($115.1 million in General Revenue Funds). (See Schedule 1).

• The authority to exceed the appropriation in all waiver programs based on the latest forecast with
the exception of Medically Dependent Children Program (MDCP) in order to maintain the
performance level targets (Rider 34-Limits for Waivers and Other Programs).

• As a result of the unexpected expenditures relating to the gas leak at the Austin State Supported
Living Center, DADS will be requesting authority to expend an amount not to exceed $5 million
of the General Revenue Dedicated Quality Assurance Account (QAF). DADS will be notifying
the Legislative Budget Board (LBB) and Governor's Office of Budget, Planning, and Policy
(GOBPP) with a plan of how the funds will be expended. The federal portion will be drawn
during the annual SSLC cost settlement process is completed and will not be collected until the
Spring of 2013. Therefore, DADS will require sufficient funding for cash flow purposes to
adequately support the SSLC budget until the actual federal revenue is received.

Please let me know if you have any questions or need additional information. I will serve as the lead
staff on this matter and can be reached by phone at (512) 438-3355 or by e-mail at
gordon.taylor@dads.state.tx.us .

Sincerely,

qpdoni TAylor
Chief Financial Officer

GT:rb
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Enclosure
cc:

	

Chris Traylor, Commissioner
Jonathan Hurst, Director, Governor's Office of Budget, Planning and Policy
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