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FY 2012-14 Total Revenues = $83,862.5
Chapter 3 (HB 1301, as Adopted)

($ in millions)

Sales (excludes Lottery)
$2,343.1 All Other NGF

$4,683.1

Licenses, Rights and

Privileges
$1,989.4

Federal Grants &
Contracts
$18,750.4

Lottery Proceeds
Fund

Individual Income
$22,366.0

Sales and Use
$6,539.4

$919.3

Hospital Institutional

Corporate Income
$1,793.2

L

$3,570.8

Educational Institutional
$9,984.7

NGF Taxes
$7,454.9

Other
$3,468.2



General Fund Revenues

Economic trends are important because employment, wage gains, and
consumer spending account for about 92 percent of all general fund revenues

2012-14 General Fund Revenues = $34.2 billion

Sales and Use
$6,539.4
19%

Corporate Income
$1,793.2
5%

Insurance Premiums
$601.1
2%

Wills, Suits, Deeds
$645.8
2%

Transfers
$811.8
2%

Other Taxes and
Revenues
$1,409.5
4%



Nongeneral Fund Revenues

Federal grants account for almost 40% of all nongeneral funds revenue

2010-12 Nongeneral Fund revenues = $49.7 billion

Lottery Proceeds Fund
$919.3
2%

All Other NGF
$4,683.1
9% NGF Taxes
$7,454.9
15%

Licenses, Rights and
Privileges
$1,989.4

4%

Sales (excludes
Lottery)
$2,343.1

5%

Educational
Hospital Institutional Institutional

$3,570.8 $9,984.7
7% 20%



Where the Money Goes
2012-14 (GF Funds) = $34.8 Billion

80% of the GF Budget goes to Education,
Health and Human Resources, and Public Safety

General Govt. /
Other

$6.3
18%

Commerce / Agric. /
Nat'l Resources

$0.7
2%

Education
$14.1
40%

Public Safety
$3.4
10%

Health & Human
Resources
$10.3
30%




Almost Half of GF Budget Goes to Localities

2012-2014 GF Operating Budget = $34,822.6
Chapter 3 (HB 1301, as Adopted)
($ in millions)

State Agencies
$10,208.4

Public Education
$10,508.9
30%

Car Tax
$1,900.0
6%

Aid to
Localities
$16,268.7
Debt Service 47%
$1,359.1

49 Community Service Boards
0

$1,373.9
4%

Local Sheriffs
L — $921.6

3%
\

Aid to Individuals Other Aid to Localities

$6,986.4 $1,564.3
20% 5%




Major Budget Drivers:
2005 - 2012

Percent increase in general fund budget
120% - 108.2%

100%

80%
All programs

60% 20.9%

40% -

9.1% 6.2%

20%

0% -

-20%

Higher K-12 Mental Corrections Medicaid All Other
Education Disabilities

Data: 2005 (Chapter 951) compared to 2012 (HB 1500 Enrolled)



Mandatory Programs Use Growing Share of Budget:
Growth in Medicaid as Share of GF Budget

L All Other
$1,078,603,451

FY 1985 T

K-12
$1,355,514,703

/ 36.1%

Medicaid
$202,916,420
5.4%

B Corrections - HIED
$27E;’iz/7'715 Behavioral Health $627,01°2,547

o $212,605,320 — 16.7%

5.7%
u All Other
$3,676,731,092
23.5% K-12
$5,270,628,823

/ 33.8%

FY 2012

Medicaid
$3,333,818,121 )
21.3% u HIED

$1,462,058,381
) 9.4%
®  Corrections \ Behavioral Health ° 10
$1,236,383,992 $636,432,558
7.9% 4.1%




A Look Back
at the 2012 Session



Key Objectives in the Adopted Budget

* Maintain structural balance in the budget
« Set aside more funding for the Rainy Day Fund
* Minimize state debt

« Selectively fund new spending:
— Invest in education

— Protect the health care “safety net”
— Stimulate job creation
— Address employee compensation
* Address the funding of the VRS, while keeping
our promise to state employees
* Reduce the burden on Virginia’'s businesses
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Highlights of 2012 Session

Additional available resources of about $2.3
billion above the “base budget”, to address $3.3
billion in spending for retirement rates, Medicaid,
public and higher education

Offset by $1.1 billion in targeted reductions in
K-12 education, Medicaid, and agency specific
savings

Created new hybrid retirement program, move
toward full-funding of board-approved rates

Continued “unwinding” accelerated sales tax

13



Health & Human Resources
2012-14 GF Budget (s in millions)

Comprehensive Disability
Services Act* Agencies
$495.4 $112.7 Health Dept.
5% 1% $308.9

Jept. o i Dept. of Social
edical 7 = )/ Sevices
Assistance e $776.8

Total GF = $10.3 billion

*Includes funding for the Office of the
Secretary of Health & Human
Resources

**DBHDS is the Dept. of Behavioral 14
Health and Developmental Services



Highlights of the 2012-14 HHR Budget
* Net increase of $486.7 million GF and $1.8 billion NGF

— Spending increases total $976.2 million GF over the biennium,
including technical adjustments

— Reductions total $489.5 million GF over the biennium

« Spending largely driven by mandated programs
— $610.2 million GF for Medicaid forecast

— $263.2 million GF Medicaid base budget adjustment to account
for FY 2012 funding that was shifted to FY 2011 to take
advantage of ARRA enhanced federal Medicaid funding

— $30.0 million GF in FY 2013 to meet the requirements of the
U.S. Department of Justice Settlement Agreement

— $17.1 million GF to modernize eligibility determination
information systems and implement electronic health records in
state facilities

— $16.8 million GF for adoption subsidies

— $6.8 million GF to meet required state match for Vocational
Rehabilitation program 15



HHR Spending Offset by

Reductions / Savings

« Reductions/savings also driven by mandated programs

— 85 percent of the spending offsets were realized in the Medicaid
program ($417.0 million GF)

« Adjustments to the expenditure forecast to reduce or eliminate inflationary
increases for hospitals, nursing homes, home health agencies and
outpatient rehabilitation agencies;

« Continuing reductions to indigent care spending at state teaching hospitals
« Eliminating rebasing of nursing home costs

» Restricting eligibility for certain long-term care waiver recipients beginning
in 2014

« Savings from managed care expansion

« Savings from transitioning veterans on Medicaid to more comprehensive
federal health care benefits

— $47.9 million GF over the biennium from lower caseload and
expenditures in the Comprehensive Services Act

— $10.3 million GF over the biennium in savings in child welfare
and child support funding from forecast changes in NGF funding
and revenue 16



Budget Actions Impacting Medicaid

Medicaid Eligibility
— Adopted budget provides $6.0 million GF to partially restore Medicaid eligibility for long-term
care services for 1,494 elderly and disabled individuals effective Jan. 1, 2014

Partially restores eligibility from 250 percent to 267 percent of Supplemental Security Income
(SSI) payment standard

* Requires the agency to provide a more detailed analysis of the effect of reducing income eligibility
from 300 percent to 267 percent of Supplemental Security Income (SSI)

* Report due October 1, 2012
— Adds $1.1 million GF and $1.6 million in federal matching funds over the biennium to
fund the impact of legislation passed in 2012, which expands Medicaid and FAMIS
benefits for legal immigrant pregnant women and children

Medicaid Services

— Restores personal care hours for certain Medicaid waiver recipients to 56 hours per week
($2.0 million GF and $2.0 million NGF over the biennium)

— Continues the exemption of behavioral health medications from the Medicaid Preferred
Drug List through FY 2013 until most individuals enter Medicaid managed care ($2.1
million GF and $2.1 million NGF)

— Continues FAMIS outreach efforts by the Virginia Health Care Foundation ($333,048 GF
and $582,518 NGF over the biennium)

Medicaid Provider Rates

— Partially restores hospital and nursing home rates and increases certain provider rates
(table on next page)
17



Medicaid & Other Health Care Provider

General Fund

Payment Restorations* FY 2013 FY 2014
Medicaid Hospital Inpatient Payments
(2.6% in FY 2013) $16,748,366 $23,228,019
Medicaid Nursing Home Direct Care
Payments (2.2% each year plus 1% $11,529,215 $17,520,623
operating rate ceiling adjustment in FY 13)
Medicaid Nursing Home Capital Payments $2 500.000 $2 500 000
(0.5%) o o
Medicaid Personal Care Rates (1%) $3,187,405 $3,527,562
Medicaid Congregate Care Rates (1%) $1,996,773 $2,110,177
Medicaid Early Intervention Case
Management Rates (10%) $274,752 $274,752
Medicaid Ambulance Rates (approx. 37%) $726,989 $750,939
Auxiliary Grant Rates for Assisted Living $774.413 $774 413
Facilities ’ ’

$37,737,913| $50,686,485

Total

*GF amounts for Medicaid payments will be matched with an equal amount of federal Medicaid
matching funds. GF amounts for Auxiliary Grant Rates will be matched by 20% local funds.

18



Intellectual & Developmental Disability Services

Budget provides $30 million GF in FY 2013 for expanding access to
community-based developmental disability services to address the U.S.
Department of Justice (DOJ) Settlement Agreement over the biennium
- 450 community-based waiver slots for individuals with intellectual disabilities

- 320 waiver slots to transition individuals with intellectual disabilities from state
facilities to the community

- 50 community-based waiver slots for individuals with developmental disabilities
- Provide 1,000 individuals with family support services
- Improve crisis services

- Requires the submission of a a plan related to the closure of state training centers
in compliance with the settlement agreement, within one year of its approval, with
input from stakeholders and providers

Adds 225 Intellectual Disability (ID) community waiver slots to be phased in
over the 2012-14 biennium

- $10.2 million GF and $10.2 million NGF over the biennium

- Slots are in addition to those outlined in the DOJ agreement

Adds 80 Developmentally Disabled (DD) waiver slots to be phased in over
the 2012-14 biennium

- $1.6 million GF and $1.6 million NGF over the biennium

19
- Slots are in addition to those outlined in the DOJ agreement



Behavioral Health Services

Provides $2.2 million GF each year to restore funding for wrap-around
services for children in special education served through the
Comprehensive Services Act

Provides $600,000 GF each year for up to five jail diversion programs
to develop law enforcement drop-off centers
— Funding targeted to existing programs with Crisis Intervention Teams that
have planned drop-off centers
Provides $1.5 million GF in FY 2013 and $1.8 million GF in FY 2014
for child psychiatry and crisis response services for children with
serious emotional disorders
— Allocates funding to health planning regions based on the availability of
services
Adds $600,000 GF in FY 2013 to continue operating 13 temporary
beds at the Northern Virginia Mental Health Institute (NVMHI)
— Requires a long-term plan to ensure adequate bed capacity is available to

serve individuals who require an inpatient bed for the treatment of acute
mental illness in the NVMHI catchment area

20



Health Care Safety Net

« Budget provides $7.2 million GF over the biennium to:

Fully restore funding for the free clinics, community health centers and
the Virginia Health Care Foundation ($4.8 million GF)

Restores $967,944 GF and $696,362 NGF and 20 positions in FY 2013
for dental services provided through local health departments

« Adds language establishing an advisory panel to develop a comprehensive
oral health plan, including an assessment of restructuring dental services
provided by local health departments

Restores $425,000 GF each year for the Comprehensive Health
Investment Project of Virginia

Restores other small health safety net organizations ($255,000) GF

» Language is added to direct the Commissioner of Health to allocate a pool of
funding to organizations impacted by FY 2014 budget reductions, provided
the organizations enter into performance agreements that comply with the
general provisions of the budget act

Provides $250,000 GF and $602,451 NGF in FY 2013 to reduce the
waiting list for the AIDS Drug Assistance Program

Restores $45,000 GF in FY 2014 for statewide sickle cell chapters

21



FY 2012 Year-End Close and
the FY 2012-2014 Budget

22



FY 2012 GF Revenues Returned to
FY 2008 Levels

$24.0
($ in billions)
$22.0 .
GF Revenue at Trend Growth // t
$20.0 e
" $3.9 billion
$1 8.0 ’/’ _ v
0/ _ .-

$16.0 _4.\§//. ..... .
$14.0

Actual GF Revenue to 2012/Forecast 2013-14
$12.0

$10.0
2007 2008 2009 2010 2011 2012 2013 2014 )3



Growth in Total General Fund Revenue Collections

18Y FY 2012 Monthly and Year-to-Date

16%
14%
12%
10% -
8% 1
6% -
4% A
2% 1— 42% 40%
0% . . . . . T T T T T T
2%
-4%
-6%

Forecast:
4.5%

N Y T T i
500 1538 P9F—04F

o 5.4%

3 Monthly ==Y egr-to-Date

Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun
10.1% 78% 39% 31%  98%  -47% 34% 172% 76% 106%  83% -04%

Total general fund revenue collections exceeded the forecast by $123.1 million
in fiscal year 2012, a forecast variance of 0.8 percent.

Total general fund revenue collections rose 5.4 percent, ahead of the revised
annual forecast of 4.5 percent growth.

— Adjusting for the accelerated sales tax (AST) program, total revenues grew
5.4 percent, ahead of the economic-base forecast of 4.7 percent growth
24



Where Did Surplus Come From?

Payroll Withholding: $33.7 million of surplus

— Collections of payroll withholding taxes make up 65% of GF
revenue; grew 4.2% compared to forecast of 3.8%

Individual refunds: $147.1 million of surplus

— Refunds were down 4.5 percent, and below the estimate of a 3.3
percent increase; average refund down 7%

Nonwithholding: ($94.3 million) below forecast.

— Nonwithholding makes up 14% of total revenues. Grew 8.2%
percent in FY 2011 rather than projected 12.6%

Sales Tax: $55.5 million of surplus

— Adjusting for AST, sales tax grew about 3.9%, ahead of the
economic-based forecast of 2.5%

— About $21 million goes to transportation — representing the 2%
share of sales tax still subject to AST

Corporate Income Tax: $32.1 million to the surplus
— Collections grew 4.6%, ahead of the estimate of a 0.7% percent.

25



Required Commitments Against
FY 2012 Surplus & Balances

$98.0 million Mandatory reappropriation of nongeneral funds — largely higher
education

$78.3 million  Revenue Stabilization Fund deposit from FY2012 surplus (This
amount is in addition to $166 million set aside in Ch. 3 for FY 14)

$77.2 million 3% Bonus — contingent appropriation included in Ch. 3 (2012-14)
$66.1 million  Transfer nongeneral funds historically reported as general funds
$30.0 million  FACT Fund Deposit — mandatory carryforward in Ch. 2 (2012)
$20.9 million  Pay Back Transportation for Its Share of the Accelerated Sales Tax

$17.2 million  Natural disaster sum sufficient (in addition to existing amounts)

$16.9 million  Water Quality Improvement Fund

Available $41.8 million in discretionary reappropriations remain. Governor’s
Excess budget amendments will either assume reappropriation of these

amounts or propose using the balances for other one-time purposes

26



Does FY 2012 Performance

Suggest a Stronger FY 20137

« While total FY 2012 GF revenues performed better than
expected, tax collections continue to grow at below-trend
levels

— Great uncertainty exists regarding the resolution of federal
budgetary and tax policy actions. Virginia is especially vulnerable
to reductions in federal spending in both the defense and non-
defense sectors.

— Already seeing continued weakness in the job market based on
caution — makes bump in income tax collections unlikely
 However, because the FY 2012 collections exceeded the
forecast by $123.1 million, that amount ripples through to
FY 2014 and then is adjusted for the new growth rates

— Based on the current forecast (as included in Chapter 3) FY 2013
will have to grow only 2.9% to meet the appropriated expenditures

— This rate compares to the 3.4% forecast assumption prior to
accounting for FY 2012 actuals 7



Fall Forecasting Process Begins In October

2013 Session the General Assembly will consider amendments
to the budget adopted for the FY 2012-2014 biennium

In October, the Joint Advisory Board of Economists reviews the

economic projections for the remainder of the current fiscal year
and next year

In November, the Governor's Advisory Council on Revenue

Estimates will review the revenue forecast for the current
biennium

In December, the general fund revenue forecast will be finalized
and Governor McDonnell’'s amendments to the 2012-2014
budget will be presented to the Joint Money Committees on
December 17t

28



Amendments to the FY 2012-14 Budget

* In the “odd-year” short sessions the General Assembly considers
amendments to the adopted biennial budget
— Blueprint already in place
— Legally, no actions have to be taken

 Over time, off-year adjustments have increased, and reflect both
changes in the revenue forecast (i.e. additional available revenues
or budgetary shortfalls) as well as adjustments to spending
requirements

» Generally there are 2 types of budgetary pressures.

— Forecast Driven: changes in estimates for programs driven by
federal or state law: i.e., Medicaid, SOQ, “Rainy Day Fund”, adult
and juvenile corrections forecasts, VRS, debt service

— Priority Programs: Driven by historical commitments or enrollment
demands i.e., ID waivers, higher education, indigent care at
teaching hospitals and initiatives the Governor or General Assembly
may have identified 29



Looking Ahead.:
Critical Budget Issues for the
2013 General Assembly

30



2013 Session —
Why Restraint Will Continue to Be the Rule

+ Below-Trend Revenue Growth and Continued Volatility
— State highly dependent on income tax as primary revenue source — job
outlook not anticipated to change dramatically
« Unknown impact of Federal Budget Control Act of 2011 on Virginia

— Unlikely for Congress to address issue of sequestration prior to Jan. 2
deadline

— If changes are made, likely to occur during the General Assembly Session
— Virginia will be the first state to complete its budget deliberations
— Session schedule makes it difficult to allow the Governor and General
Assembly to make adjustments to backfill cuts in any mandatory or high
priority programs
» Similar situation when ARRA passed in 2009
« Economists warn that the country could fall into another recession
if a fiscal cliff isn't averted

31



Total General Fund Revenues

Annual Percent Change
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Trends in Withholding Compared to
Individual Non-withholding

Percent Growth Over Prior Year

40
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Federal Health Care Reform

« Supreme Court’s decision and upcoming federal elections add some
uncertainty to how the health care reform will proceed

Unexpected flexibility on the Medicaid expansion by states
States’ progress on setting up Health Exchanges vary considerably

Governor McDonnell has indicated that decisions on Virginia’s direction will
not be settled until after additional analytic work is complete and November
elections have concluded

Components of the law are already in effect (e.g., coverage of dependent
children up to age 26, etc.)

Questions on how to move forward will need to be addressed

« The Affordable Care Act is expected to cost Virginia about $2.0 billion
by 2022 (2010 estimate)

Provisions in the legislation include “Maintenance of Effort” (MOE)
provisions for basic Medicaid services and the Children’s Health Insurance
Program

« Virginia faces a very uncertain situation if additional budget reductions

are needed to address the impact of a future recession

34



"Sequestration and the Fiscal Cliff"



Budget Control Act of 2011

The Act was adopted in August 2011 as part of agreement to
allow a $2.1 trillion increase in federal debt ceiling in exchange for
budget reductions.

Pot 1: $917 billion in discretionary spending over ten years via spending
caps
Pot 2: $1.2 trillion in cuts over a 10-year period

« Created the Joint Select Committee, tasked with recommending up to $1.5 trillion in
federal spending reductions by November 23, 2011

Pot 1: Sets caps on discretionary spending reducing it by $917
billion ($787 billion without interest savings) over ten years
(through 2021) over the baseline estimate

No exemptions from this section and not across-the-board so
appropriators will determine which programs reduced on an annual basis

No Congressional discussion about amending this component of the Act

No better than level funding over next decade and inflation adjustments
and demographic adjustments out

Some programs will be decimated

36



Budget Control Act (BCA) of 2011

* The failure of the “Super Committee” to determine
where to take the $1.2 trillion in Pot 2 reductions by
the deadline last year sets in motion sequestration on
January 2, 2013, unless Congress intervenes

« $1.2 trillion ($984 billion without interest savings) over
nine years
- $492 billion in non-defense discretionary/mandatory spending
- $492 billion in defense discretionary spending

- With non-exempt mandatory programs omitted, the reduction
to non-defense discretionary programs would be $44 billion

per year

37



Sequester: What We Don’t Know

What is the across-the-board (ATB)
percentage cut?

 OMB recently release its report that estimates
the reduction at:

- 9.4% reduction in defense discretionary spending
and 10% for defense function direct spending

- 8.2% reduction in non-defense discretionary

spending and 7.6% for non-defense direct
spending

» Exact percentage won't be known until
January 2013

38



Sequester: What We Don’t Know

How much discretion do agencies have in
implementing sequester?

* Virtually none

« Some influence over timing

Will Congress and the President modify the

BCA?

« Various proposals, no agreement (explicit
legislation required)

« Congress did approve legislation requiring OMB
to provide sequester details (HR. 5872)

39



Most Non-Defense Programs Are Exempt...
Which Means The Few Take Large Cuts

Total funding: $586 billion

FFY 12 domestic discretionary and mandatory spending that goes to states
40



Selection of Programs Exempt from
Sequestration

* Most Transportation Programs (first year)

* Medicaid (vendor payments and administration)

* Pell Grants

« Children’s Health Insurance Program

* Most child nutrition and SNAP (Food Stamp) programs

* Most child care, child support enforcement, foster care
and adoption assistance programs

* Abandoned Mine Reclamation Fund il



Programs Not Exempt from
Sequestration

Education (elementary, secondary, vocational, higher)
Employment and Training

Energy

Environment

Agriculture/Natural Resources

Justice

Housing/Community Development

Social Services (non-mandatory programs)
Health (non-Medicaid/CHIP programs)
National Forests/Mineral Leasing

Defense

42



On The Defense Side, One-third of the
Spending Is Exempt

Total Funding:
$530 billion in
FY 2012
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Key Dates in the Federal
Fiscal Cliff ‘Crash’

September: Appropriations Deadline/Continuing
Resolution until March

November: Elections
December: 2001, 2003, 2010 tax cuts expire
December: Tax Extenders

December: Payroll tax 2% cut ends, unemployment
insurance extension ends, Medicare ?

December: Reauthorizations
January: Sequestration cuts to go into effect
February: Debt ceiling hits max again

March: End of Continuing Resolution .



What Does This Mean for
Virginia?



Cuts In Defense Spending Would Have
Broad Implications For Virginia’s Economy
 If substantial across-the-board federal budget cuts occur,

the greatest impact may not be at the programmatic level,
but rather on a broader economic basis

« While Virginia receives less federal aid to state and local
governments than any other state in the nation, Virginia is
the number one recipient of federal procurement spending
and federal defense spending on a per capita basis

— Defense spending in Virginia totaled $6,713 per capita -- 4.3 times
the national average -- and accounted for 11.1% of all defense

spending nationally

* Federal spending makes up 36% of the total economy in
the greater Washington metropolitan area, with
procurement alone accounting for 50% of economic activity

46



Cuts In Defense Spending Would Have
Broad Implications For Virginia’s Economy

« Similarly, the Hampton Roads region is heavily dependent
on military spending, with major bases throughout the
region as well as military-related manufacturing. Overall,
the federal spending makes up about one-third of the
Hampton Roads economy

— Department of Defense spending in Hampton Roads increased in
2010 to an estimated $20 billion, according to ODU’s research

— Spending has nearly doubled since 2000, growing at an average
annual rate of 7% year

« Cuts in federal spending are not a matter of “if’ cuts will
occur, but when and how much

— Impact on Virginia will be felt — difficult to assess the impact on the
state budget; may be more of a 2014-16 budget issue?

47



Federal Budget Cuts and State Impacts:
Budget Control Act of 2011

Top Ten State Employment Impacts of the Budget Control Act of 2011
Fiscal Years 2012 and 2013

State Job Losses* Job Losses* Total Job*
DOD Cuts Non-DOD Cuts Losses
California 135,209 90,255 225,464
Virginia 136,191 71,380 207,571
Texas 98,979 60,494 159,473
DC 15,169 112,238 127,407
Maryland 39,395 75,400 114,795
Florida 41,905 37,554 79,459
Pennsylvania 39,941 38513 78,454
New York 28,809 41,201 70,010
Massachusetts 41,469 19,028 60,497
Georgia 27,609 26,903 54,512

Sources: GMU Center for Regional Analysis, Chmura Economics &
Analysis. *Direct, indirect and induced job losses resulting from
BCA-mandated federal spending reductions during FY 2012 and
FY 2013; excludes impacts from cuts in entitlement programs.



Potential Impact of Budget Control Act on
Health and Human Resources

» 86% of federal funds in Health and Human Resources
are outside the sequestration debate

— Medicaid, Children’s Health Insurance, TANF, and SNAP
(food stamps), as well as foster care and adoption assistance,
mandatory child care assistance, child support enforcement,
vaccines for children, and new summer feeding programs for
children and adults

— Doesn’t guarantee that programs will not be reduced, e.g.,
recent SNAP reductions in FARRM Act

« $711.3 million, about 14% of the total federal funds
HHR agencies expect to receive (based on FY 2012
amounts) could be subject to sequestration

— The potential reduction could be $62.6 million

49



Potential Impact on Medicaid

While Medicaid is exempt from across-the-board cuts under the federal
Budget Control Act of 2011, proposals to limit Medicaid exist

— Limits on provider taxes

— Blended / lower match rates

— President has proposal blending Medicaid and CHIP match rates
beginning in 2017

Repeal or modify provisions of the health care reform legislation

— Legislation passed in October 2011 amended the modified adjusted

gross income (MAGI) definition that will be used to determine
eligibility for Medicaid under health care reform

* MAGI excludes the non-taxable portion of Social Security benefits
in determining eligibility
Medicaid Block Grant

— Conversion from open-ended entitlement financing to program with
annual caps on expenditures

— Preliminary estimates indicates states would experience a 22%
reduction in federal Medicaid spending (assuming the repeal of
federal health care reform) 50



Likely Issues for the 2013 Session

Medicaid Utilization and Inflation Forecast

— Continued state efforts to restrain the growth of
Medicaid, now about 21% of the general fund budget

Dept. of Justice Agreement and ID Waiver
Waiting List
— Agreement may require additional resources

Higher Education Enrollment Growth and Base
Adequacy

Debt Service/Maintenance Reserve
Eliminate Remaining AST
Second-year “holes” in the budget

51



Other Issues for the 2013 Session

Impact of Supreme Court decision on health
care reform?

Impact of Federal elections?

— Uncertainty about health care reform law

— Federal budget reductions

Continued pressure to backfill prior year
budget reductions

Other non-HHR spending pressures: public
education, transportation, economic
development

52



Questions?
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Children’s Services: Learning

from the Past and Planning for
the Future

Presented to the VCOPPA Critical Issues Symposium
By Karin T. Addison

Special Advisor for Children’s Services

October 11, 2012
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Children’s Services Transformation

» Statewide Training System
A comprehensive, competency based training system built on
the practice model and accessible across Virginia
» Resource Family Recruitment, Development and Support

Finding, training and supporting resource and adoptive families
to provide permanent connections for youth in foster care

» Managing by Data
Using data to guide decision making and using desired
outcomes to drive practice
» Family Engagement Model
Engaging families in a deliberate way by giving them a voice in
what happens to their families and their children.
» Community-Based Continuum

D_evelopin%, funding and sustaining a continuum of services
that will meet the needs of every child and ensure that, when at all

possible, children receive the services that they need within their
own home and community.




Initial Measures of Success

Permanency: _
» Increasmg the number of youth who exit foster
care to pérmanency

»  Decreasing the amount of time it takes those
outh to exit the toster care system to
ermanenc

Family-Based Care:

) anregsinlg the number of youth entering family-

ased care _ o

b Increafm the number of youth entering kinship
care placéments

Group Care Reduction: _
»  Decreasing the number of youth in group care

» Decreasing the length of time youth spend in
group car




Understanding where we are now

Safely Reduce Foster Care Caseload 7,557 5,324 -29.55% 2,233

Re-Entries within 12 Months of Reunification 9.59% 1.30% -86.44% -8.29%

State Target < 9.6% 9.60% 9.60%

Increase Percentage of Discharges to Permanency 64.29% 73.30% 14.01% 9.01%

State Target > 86.00%| 86.00% 86.00%

Increase the Percentage of Family-based Placements 71.43% 79.40% 11.16% 7.97%

State Target > 80.00%| 80.00% 80.00%

Decrease the Number of Children in Congregate Care 1,984 746 -62.40% 1,238

Decrease the Percentage of Children in Congregate Care 25.51% 14.76% -42.14% -10.75%

State Target < 16.00%| 16.00% 16.00%

D @@ B B Ee

Increase the Percentage of Children in Kinship Placements 5.62% 6.20% 10.32% 0.58%

State Target > 24.00%| 24.00% 24.00%




Children’s Services Transformation

» Continue the legacy of shared decision
making, family involvement, community
based placement, and data driven decision
making.

» Improve permanency rates.

» Positive trend of diversion and reducing the
number of children in the foster care system.

» Share these values with other child serving
agencies.




Current Initiatives

» Systems of Care Grant
» Data Analysis and Integration

» Comprehensive Array of Children’s Mental
Health Services - Regional Crisis Stabilization
and Psychiatric Services

» eHHR and System Modernization




Systems of Care

» “A spectrum of effective, community-based
services and supports for children and youth with
or at risk for mental health or other challenges and
their families, that is organized into a coordinated
network, builds meaningful partnerships with
families and youth, and addresses their cultural
and linguistic needs, in order to help them to
function better at home, in school, in the
community, and throughout life.”




Systems of Care

» Policies, organizational arrangements, service
delivery approaches, and treatments change based
on changing needs, opportunities, environmental
circumstances, and populations.

» Need for a public health approach to mental health.

» Concept should recognize potential for SOCs to
incorporate or link with promotion, prevention, and
early intervention, in addition to services and
supports for high—-need youth and their families.




Systems of Care

» SOC creates the framework for reform, and Virginia
was awarded a 4-year implementation grant.

» Mini-grants will be awarded on a competitive basis
to those communities that can demonstrate
readiness to implement innovative services that fill
gaps in the statewide service array and those
identified as gaps through the CSA Service Gap
Analysis.

» Focusing on intensive coordination of services for
youth in state custody or at risk of being in foster

care.




Center of Excellence

» The Office of Comprehensive Services will
serve as the center of excellence for
wraparound training and service development

to enhance our system of care.

» OCS data integration and analysis will
enhance the state’s ability to assist localities.
This will result in better service planning,
delivery and outcomes.




-VDSS Case
Management
System (OASIS)

- Local Social
Services Financial
Management
Systems

- CSA Data Set -
Service and
expenditure data
- CANS - Child
assessment tool

- Medicaid
Behavioral Health
data (MMIS)

Data Integration

Solution for Financial
Reconciliation

- SAS Data
Studio

Analysis

- Monitoring for

Fraud, Waste, and
Abuse

- Automated

Outcome Based
Reporting

- Safety,
Permanency, Well
Being for Youth

- Client Based
Financials by
Service/Placement

Type




Even With CSA to Coordinate payments,
Services for Children Remain Fragmented




Mental Health Services for Children
In Every Region

» The budget included$1.5 Million for the
development of children’s crisis stabilization
and psychiatric services across the state.

» The Department of Behavioral Health and
Developmental Services has made the
following awards:

- Region 1 (Central VA CSB) - $525,000
- Region Ill (Mount Rogers CSB) - $318, 385
- Region IV (Richmond Behavioral Health) - $700,000




eHHR Technology Vision

" Medicaid
Citizen Portal MMIS

Enterprise Data j
Management T

Self-service r

eHHR framework * *
Enterprise Service Bus
<A
Workflow
Engine

—
Data
Warehouse

Document
Management

Business

Rules
Engine
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eHHR Timeline

Data Sharing - Identify
Legislative/Statutory VDH birth/death registry

Changes Needed and State Lab Integrated
8/3/12 4/1/13
Statewide HIE Optional HBE - Enrollment
(ConnectVirginia) sharing Start . Phase 4 Eligibility Continue

with Commercial Org 10/1/13 Phase 2 Eligibility Wgra _uV

10/12/12 L . Modernization - Integrate p-up

Medicaid|Expansion . s . 12/31/14

remaining Medicaid edits
Enrollment Start 4/14/14
10/1/13
Start]| w \/ \/ ¢ (Finish
Ssun 1/1/12 7 \ Y Y \/ \/ \/ Wed 12/31/14
Customer Portal Phase 1 Phase 1 Eligibility
Complete Modernization - MAGI
3/10/12 9/10/13 -
Commonwealth Medicaid Expansion Phase 3 Eligibility
Customer Portal Phase 2Authentication Services Coverage Starts qugrnlzanon - Start
Complete Complete 1/1/14 retiring other benefit
6/18/12 1/1713 systems (Childcare, LIHEAP,
SNAP, TANF)
8/4/14

Commonwealth ESB and
HBE development starts ConnectVirginia HIE

(conditional)
10/22/12

connected real-time
4/22/13
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Future Activities

» Aligning services
» Proving value of services
» Making data-driven decisions

» Encouraging and supporting innovation/
delivery reform




Perinatal Continuum

Maternal, Infant &
Early Childhood
Home Visiting

Breastfeedi

ng
Training.org

Pregnancy Virginia Newborn
Assistance Fund Screening

—— e ———————————————————— -_----l

Pre-
conception

Pregnancy

VAVaccines for
Children

Obesity
prevention

Tobacco Use
rol Proji

rginia Diabet

Car Seat

Programs

Perinatal HEP B
Prevention

Violence
eventiol !

Healthy

1
1
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1
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1
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Communities

WIC Breastfeeding Peer
Counselor Program

WIC Breastfeeding

& BP Program




A new approach

OSHHR will spend the next 12 months
coordinating a new approach to the delivery
of services to children in the early childhood
arena. “Pre-conception to Pre-K”

Our goal is to align and coordinate services
with the idea that our efforts will support
success in third grade.

Discussions will begin soon, and we hope to
have a 3-year plan by end of next summer.




Benchmarks

» Increase the number of babies born healthy

» Increase the number of 2 year olds who are
fully immunized and meet developmental
milestones.

» Increase the number of Kindergarteners who
are ready to learn as evidenced by student
assessments




Strategies

» Create statewide map of indicators/markers
including but not limited to teen pregnancies,
infant mortality, prematurity, CPS cases,
TANF/SNAP, etc.

» Look for “hot spots” and target interventions.

» Use a series of pilot projects to test
hypothesis.

» Identify “bright spots” and replicate
successful models.




Opportunities

» The goal will be to collect and analyze
interventions with demographic and assessment
data to answer critical questions such as:
> Are services available to the children who need them?

> Are services being provided in accordance with each
child’s needs?

- Are funds for services being spent wisely?

- To what extent is each program meeting the measurable
goals for that program based on the availability of

services, each child’s needs, and the funds for those
services?




Questions?

Karin.Addison@governor.virginia.gov




Office of Comprehensive Services
Biennial Report to the General Assembly
and Community Policy and Management Teams
Biennial Plan for Comprehensive Services to Children, Youth and Families

September 2012

Report Mandate

Virginia Code, §2.2-2648.21, requires that the State Executive Council for Comprehensive Services
for At-Risk Youth and Families shall:

Biennially publish and disseminate to members of the General Assembly and community policy
and management teams a state progress report on comprehensive services to children, youth
and families and a plan for such services for the next succeeding biennium. The state plan
shall:

a. Provide a fiscal profile of current and previous years' federal and state expenditures for a
comprehensive service system for children, youth and families;

b. Incorporate information and recommendations from local comprehensive service systems
with responsibility for planning and delivering services to children, youth and families;

c. Identify and establish goals for comprehensive services and the estimated costs of
implementing these goals, report progress toward previously identified goals and establish
priorities for the coming biennium;

d. Report and analyze expenditures associated with children who do not receive pool funding
and have emotional and behavioral problems;

e. Identify funding streams used to purchase services in addition to pooled, Medicaid, and
Title IV-E funding; and

f Include such other information or recommendations as may be necessary and appropriate
for the improvement and coordinated development of the state's comprehensive services

system;

The State Executive Council requested, and was granted approval, to comply with this report
mandate through submission of two reports to include:

1) aprogress report to be submitted by February 29, 2012, and

2) abiennial plan to be submitted by September 30, 2012.

Background

CSA Mission
The statutory purpose of the Comprehensive Services Act (CSA) is to create a system of services and
funding for troubled youth and their families that is child centered, family focused, and community
based. The statutory purposes of the CSA are to:

e preserve and strengthen families;
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e design and provide services that are responsive to the unique and diverse strengths and
needs of troubled youth and families and;

e provide appropriate services in the least restrictive environment, while protecting the
welfare of children and maintaining the safety of the public.

State Executive Council (SEC)

Per its bylaws, “The purpose and objectives of the Council shall be to assure collaborative
programmatic policy development, fiscal policy development and administrative oversight for the
efficient and effective provision of child centered, family focused and community based services to
eligible emotionally and behaviorally troubled children/youth and their families in the least
restrictive, appropriate environment. Further, the Council assures the Governor and appropriate
Cabinet Secretaries are well informed in matters related to the aforementioned areas.”

The SEC is chaired by the Secretary of Health and Human Resources or a designated deputy. The
council is comprised of the following members:
e two General Assembly members,
e the Governor’s Special Advisor on Children’s Services (ex-officio member),
e agency heads from the departments of:
o Education
Social Services
Health
Behavioral Health and Developmental Services
Medical Assistance Services
Juvenile Justice, and
o Office of the Executive Secretary of the Supreme Court

o O O O

e five local government officials,
e two parents, and
e two private providers.

State and Local Advisory Team (SLAT)
The SLAT advises the SEC on state interagency program and fiscal policies that promote and
support cooperation and collaboration in the provision of services to troubled and at-risk youths

and their families at the state and local levels, and the effects of proposed policies, regulations and
guidelines (§2.2-5202).

The SLAT is comprised of the following members:
e representatives of the five different geographical areas of the Commonwealth who serve on
community policy and management teams
e onerepresentative from each of the following state agencies:
o Health
o Juvenile Justice
o Social Services

State Executive Council September 2012
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o Behavioral Health and Developmental Services
o Medical Assistance Services
o Education
e aparent;
e aprivate provider;
e alocal Comprehensive Services Act coordinator or program manager; and
e ajuvenile and domestic relations district court judge.

Office of Comprehensive Services (0OCS)
OCS serves as the administrative entity of the SEC and ensures that its decisions are implemented
(§2.2-2649).

Vision Statement: “OCS envisions CSA as a national model in providing effective and innovative
systems of care statewide for at-risk youth and families. We strive for CSA to be highly regarded as
a leader in: improving outcomes for children and their families; facilitating the highest quality
technical assistance and training to strengthen the capacity of communities to implement CSA;
maintaining high standards for sound fiscal accountability and responsible use of taxpayer funds;
and partnering with families and all CSA stakeholders to implement best practices and technology
to continually improve the performance of CSA. OCS strives to maintain an enthusiastic, creative
and knowledgeable staff empowered to work with CSA stakeholders to sustain the highest quality
system of care for Virginia's youth and their families.”

Community Policy and Management Teams (CPMT)

The CSA is administered at the local level by CPMTs which have statutory responsibility for
managing funds and developing interagency policies to govern implementation of CSA within
communities (§2.2-5206). Family Assessment and Planning Teams (FAPTs) provide for family
participation, assess the strengths and needs of children and their families, develop individual
family services plans, and make recommendations for funding to the CPMT (§2.2-5208).

Funding
Funding for services under the CSA is shared by the state and local governments. The local base
match rate is defined in Item 274 C.2 of the Appropriations Act as follows:

“Local Match. All localities are required to appropriate a local match for the base year
funding consisting of the actual aggregate local match rate based on actual total 1997
program expenditures for the Comprehensive Services Act for At-Risk Youth and Families.”

Additional fund streams are utilized to support services provided to youth served through the CSA.
These fund streams may be utilized in lieu of CSA pool funds and/or in tandem with pool funds in
accordance with youth and/or service eligibility. Such funds include: Medicaid, Title IV-E,
Promoting Safe and Stable Families funds, Juvenile Community Crime Control Act Funds, and
Mental Health Initiative funds.

State Executive Council September 2012
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Goals and Strategies

1. Supportimplementation of a singular, unified system of care that ensures equal
access to services for at risk youth across the Commonwealth.

assessment of children’s services at the state level.

State Executive Council

Responsible
Strategy Body Dates
1. Review and revise the policies of child serving agencies SEC 1/1/2013-
that govern the use of funds (e.g., CSA pool funds, (via SLAT) 6/30/2014
Medicaid, Title IV-E, PSSF, VJCCCA, MH Initiative) to align:
e  service criteria
e assessment
e authorization
e utilization review

. Ensure protected, i.e., “non-mandated,” allocations are SEC 7/01/2013-
utilized for youth who are included in the target 6/30/2014
population but who are not otherwise eligible for
mandated services.

. Support local development of services through state SEC Finance 10/1/2012-
facilitated collaborative meetings between regional Committee 6/30/2014
representatives and private providers.

. Review, revise, recommend policy and/or statute to enable SEC Finance
development of new services which will address identified =~ Committee
service gaps.

. Examine and address inadvertent fiscal incentives for SEC 1/1/2013-
residential placement, parental placement, avoidance of (via SLAT) 6/30/2014
FAPT/MDT process, e.g.,

e Medicaid match
e Family-of-one eligibility
e Education costs

. Support cross-secretariat leadership (i.e, HHR, Education,  SEC 1/1/2013-

and Public Safety) on practice issues for the delivery and 6/30/2014

September 2012
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2.  Support informed decision making through utilization of data to improve child
and family outcomes and public and private performance in the provision of
services to children and families.

Responsible
Strategy Body Dates

1. Enhance collection, analysis, and utilization of 0Cs 11/1/2012-
appropriate client level data to enable comprehensive 6/30/2014
analysis of needs, services, providers, and outcomes.

2. Improve availability of meaningful data via CSA statistics =~ OCS 1/1/2013-
web page. 6/30/2014

3. Develop and implement training for users to sustain data  OCS 1/1/2013-
systems. 6/30/2014

3. Improve the operational effectiveness of CSA administration.

Responsible

Strategy Body Dates

1. Support a comprehensive internal audit program 0CS 7/1/2012-
designed to evaluate financial and programmatic 6/30/2014
processes and provide consultation and
recommendations for improvement.

2. Enhance the engagement of CPMT representatives SEC 10/1/2012-
(including parents and private providers), juvenile judges, 6/30/2014
school superintendents, government administrators, and
elected leaders in local administration of the CSA through
increased opportunities for education regarding the CSA.

3. Update CSA Manual for increased usability. 0CS 7/1/2012-

4/30/2013

4. Enhance fiscal and data reporting requirements to reduce  OCS 1/1/2013-
local administrative burden and improve utilization of 6/30/2014
data for program evaluation and improvement.

5. Implement robust training plan 0CS 7/1/2012-

6/30/2014

6. Build/enhance a systemic culture of collaboration across ~ OCS 7/1/2012-

state and local CSA stakeholders through technical 6/30/2014

assistance in team building, communication, consensus
building, etc.

State Executive Council September 2012
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7. Enhance collaboration between SLAT and SEC through SEC 9/20/2012-
annual joint meeting for review of strategic planning 6/30/2014
initiatives.

Estimated Costs
The goals and related strategies identified in this plan will be implemented through the budget of

the Office of Comprehensive Services. The Office will utilize approximately $1 million in general
fund for data integration, analysis, and reporting activities in FY2013.

State Executive Council September 2012
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