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Review of 2013 Budget Actions -- 
Resources 

 For the second year in a row, the General Assembly had 
additional resources with which to work.  Additional 
resources totaling $290.8 million were comprised of: 
 Revenue growth of $120.7 million GF, offset by tax policy actions 

totaling $80.1 million.  Revenue is expected to grow at a slower rate 
than anticipated in 2012. 

 Prior year balances of $120.1 million; 
 Transfers of $43.7 million; and 
 An unappropriated balance of $6.3 million. 

 
 When combined with additional savings of $612.6 million GF 

approved by the 2013 General Assembly, there was $903.4 
million in available resources for appropriation. 
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Where did the additional 
“savings” come from? 

Major GF Savings Approved by 2013 General Assembly 

Adjust Funding to the Virginia Health Care Fund (i.e., ACA) $240.1 

Update Lottery Accounts for Participation/Prior Year Balances 58.4 

Adjust Spending for CSA Program 51.5 

Capture Treasury Board  Debt Service Savings 44.5 

Maintain Disproportionate Share Hospital Payments at FY2013 21.7 

Update SOQ, Incentive & Categorical Costs – Technical 21.0 

Increase Use of Literary Fund for Teacher Retirement 15.5 

DOC New Medical Contract & Medicaid Savings from ACA 12.8 

All other GF savings 147.1 

TOTAL, New GF Savings $612.6 
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Where did the new spending go? 

Major GF Spending Approved by 2013 General Assembly 
Mandatory and Optional Rainy Day Fund Deposits $173.3 
Medicaid, FAMIS and SCHIP utilization and inflation 155.5 
Salary Increase (State Employees, State-Supported Locals, Teachers 
and Support Positions, and Higher Education Faculty) 

112.5 

Additional Funding for State Employees Health Insurance 57.9 
Eliminate Local Aid Reversion 45.0 
Higher Education Initiative 29.4 
Open River North Correctional Center 18.0 
Water Quality Improvement Fund 16.9 
All other 283.6 
TOTAL, New GF Spending $892.1 
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How did HHR Agencies Fare in 2013? 
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DBHDS – Reduce Waiting Lists,  
Address Mandates and Improve Access 

 New spending focused on reducing waiting lists, addressing 
mandates, and improving access to services including: 
 $8.3 million for Part C early intervention services for infants and 

toddlers.  A gap of $3.0 million remains in FY 2014; 
 $5.1 million for crisis services for adults and children with intellectual 

disabilities as required by the DOJ settlement agreement;  
 $1.9 million to further expand access to children’s mental health 

services; 
 $1.5 million to transition individuals with mental illness from state 

facilities to the community (i.e., discharge assistance funding); 
 $1.1 million to provide training to identify populations at-risk for 

behavioral disorders and develop a suicide prevention program; and 
 $0.9 million to expand therapeutic drop-off centers for people with 

mental illness. 
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All Other – Reduce Waiting Lists 
 Recession-induced budget reductions have led to growing 

waiting lists for services across HHR agencies. 
 The 2013 General Assembly restored $1.9 million in FY 2014 to 

reduce waiting lists for services and improve opportunities for people 
with disabilities. 

 Service Add’l Funding # To Be Served Remaining need 
Vocational 
rehabilitation 

$1,300,000 760 $2,600,000 

Personal assistance $250,000 14 $500,000 
Brain injury $105,000 91 $215,000 
Employment support $240,000 N/A $481,264 
TOTAL $1,895,000 865 $3,796,264 
SOURCE:  Department of Aging and Rehabilitative Services, January 2013. 
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DMAS – Expand Services, Restore 
Eligibility, and Improve Rates 

Discretionary Spending on People with Disabilities (GF $ in millions) 
Funding for additional 200 ID and 50 DD waiver slots $7.6 
Exceptional rate increase for community ID waiver placements 3.7 
Restore Medicaid eligibility up to 300 percent of SSI for long-term 
care services for the elderly and disabled 

2.0 

Increase rates by 5 percent for private duty nursing in Tec waiver 0.8 
Increase rates by 10 percent for adult day health services 0.7 
TOTAL, New GF Spending on People with Disabilities $14.8 

 Community-based waiver services were the focus of most 
new discretionary spending at DMAS. 
 In addition to the 225 ID waiver slots and 55 DD waiver slots slated 

for distribution this biennium, the 2013 General Assembly created 
200 additional ID and 50 additional DD waiver slots. 

 



Different Approaches to 
Medicaid Reform and Expansion 

 The question of whether or not to expand Medicaid required a lot of time 
and attention during the 2013 Session. 

 The introduced budget removed funding – all federal – to expand 
Medicaid up to 133 percent of poverty. 

 The Senate approved language to trigger the expansion of Medicaid upon 
federal approval of specific reforms related to services, benefits, and cost-
sharing for the expansion population. 
 Contingent upon expansion, provided a sum sufficient appropriation and 

created a fund to capture estimated GF savings in the first five years. 
 The House approved language requiring a more comprehensive list of 

reforms to the services, benefits, delivery systems, and administrative 
process for current enrollees and the expansion population including 
recipients of long-term care services. 
 Required the 2014 General Assembly to decide whether or not to expand 

Medicaid effective July 1, 2014. 
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Compromise Language on Medicaid 
Reform and Expansion 

 The Conference Agreement requires the expansion of 
Medicaid up to 133 percent of poverty if the newly-created 
Medicaid Innovation and Reform Commission determines 
that conditions related to reforms have been met. 
 Requires DMAS to seek federal authority to make reforms to Medicaid and 

FAMIS in three phases. 
 Requires DMAS to report to the Commission on the status of approval of 

reforms and status of implementation including cost savings. 
 Contingent upon an affirmative vote of MIRC to expand Medicaid, a) 

provides a sum-sufficient nongeneral fund appropriation to expand coverage 
and b) creates the Virginia Health Reform and Innovation Fund, to provide 
health innovation grants of up to $3.5 million annually from savings 
generated by Medicaid expansion. 

 Requires the disenrollment of the expansion population if the federal 
government reduces funding below statutory funding levels. 
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Phases of Medicaid Reform 
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Required Medicaid Reform Provisions 
Phase 1 Continue currently authorized reforms  

(i) Implementation of dual  eligible project, (ii) enhanced program integrity and fraud prevention; (iii) inclusion 
of children enrolled in foster care in managed care; (iv) implementation of a new eligibility and enrollment 
systems; (v) improved access to Veterans services; and (vi) expedite the tightening of standards, services limits, 
provider qualifications, and licensure requirements for community behavioral health services.  

Phase 2a Implement value-based purchasing 
(i) Services and benefits provided are the types provided by commercial insurers and may include appropriate and 
reasonable limits on services such as occupational, physical, and speech therapy, and home care with the 
exception of non-traditional behavioral health and substance use disorder services; (ii) reasonable limitations on 
non-essential benefits are implemented; and (iii) patient responsibility is required including reasonable cost-
sharing and active patient participation in health and wellness activities. 

Phase 2b Include Administrative Simplification to Permit Testing of Innovative Models 
(i) Leverage innovations and variations in regional delivery systems; (ii) Link payment and reimbursement to 
quality and cost containment outcomes; or (iii) Encourage innovations that improve service quality and yield cost 
savings to the Commonwealth. 

Phase 3 Include all remaining Medicaid populations and services, including long-term care 
and home- and community-based waiver services into cost-effective, managed and 
coordinated delivery systems. 



Medicaid Innovation and 
Reform Commission (MIRC) 

 The MIRC met on June 17th and August 19th to begin the 
work of the Commission. 

 The Commission wasted little time exploring some of the 
basics of the Medicaid program. 

 Current Medicaid Director, Cindi Jones, explained: 
 The role Medicaid plays in our national health care system; 
 That even though states craft their own “State Plan for Medical 

Assistance” the federal government requires a minimum set of 
services to certain covered groups who meet financial eligibility 
requirements. 
 Aged, blind, and disabled, pregnant women, caretaker parents and children. 
 Income eligibility levels vary by covered group. 

 That states may request waivers from certain federal rules. 
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Medicaid Overview and Financing 

 Ms. Jones also pointed out that: 
 Virginia ranks 48th in Medicaid spending per capita and 24th in 

Medicaid spending per recipient and does not provide services 
to adults without children. 

 Medicaid services are administered directly by the state 
(i.e., fee-for-service) or contracted with managed care 
organizations. 

 Children make up 55 percent of Medicaid enrollees but 
only 21 percent of expenditures. 

 Conversely, the aged, blind, and disabled make up 25 
percent of enrollment but 68 percent of expenditures. 
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Explaining the Cost  
of the Medicaid Program 

 Secretary Bill Hazel provided the Commission with detail 
about Medicaid spending, highlighting the fact that: 
 Administrative costs are about 2 percent of overall Medicaid or 3 

percent after including other state agency administrative costs. 
 Medicaid spending has more than doubled over the past ten years 

with enrollment growth, the cost of health care and specific services 
(i.e., long-term care and behavioral health services) explaining much 
of the growth. 

 In FY 2012, medical health care accounted for 43 percent of 
Medicaid spending while long-term care services made up 34 percent 
of the total. 

 Economic conditions have added to Medicaid’s caseload in addition 
to the General Assembly’s decision to increase eligibility for the 
aged, blind, and disabled up to 80 percent of poverty and the addition 
of over 4,600 intellectual disability waiver slots. 
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Explaining the Cost of the 
Medicaid Program since 1990 

 Secretary Hazel also highlighted some of the factors that are 
driving Medicaid expenditures since 1990. 
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Factors that Contribute  
to Increased Expenditures 

 
$ in millions 

% of Total 
Increase 

Enrollment growth 
   Non-disabled  Adults & Children $523 10% 
   Aged and disabled $734 14% 
Inflation and Intensity of Services 
   Non-disabled Adults & Children $1,233 23% 
   Aged and disabled $2,331 43% 
Behavioral Health Services $572 11% 
TOTAL $5,393 100% 



Goals of Medicaid Reform 
 Secretary Bill Hazel wrapped up the last presentation of the 

first meeting by discussing the goals of Medicaid reform 
including: 
 Improved service delivery; 
 Improved administration; and 
 Increased beneficiary engagement. 
 

 Specifically, reform in  Virginia will focus on: 
 Advancing current reforms (Phase 1) 
 Improving our current managed care and fee-for-service programs 

(Phase 2); and 
 Coordinating long-term care services (Phase 3). 
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State Approaches to Medicaid Expansion 

 Like Virginia, at least six other states -- Michigan, Ohio, 
Indiana, Arkansas, Iowa and Arizona – are exploring their 
options as it relates to expanding Medicaid, according to 
Vernon K. Smith, a former Medicaid director who led off the 
discussion at the second MIRC meeting. 

 While the Centers for Medicaid and Medicare Services must 
approve all plans, states have various options when 
considering expanding Medicaid including: 
 Imposing personal responsibility requirements; 
 Purchasing private insurance for enrollees; 
 Requiring recipients to enrolled in managed care; or 
 Tailoring coordinated/integrated care services to populations with 

chronic conditions. 
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State Approaches to Medicaid Expansion 

 Below are some of the approaches states are considering. 
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State 

Cost 
sharing 

Premium 
assistance 

 
Sunset 

Limit 
benefits 

Health 
incentives 

 
HSA 

MI X X X X X 
OH X 
IN X X X X X 
AR X X X X X 
IA X X X X X 
AZ X 



DMAS Estimates of  
ACA Costs and Savings 

 Scott Crawford, Deputy Director for Finance for DMAS, 
provided the Commission with an update on the estimated 
cost and savings associated with the mandatory and optional 
Medicaid provision from the ACA. 
 The Department originally estimated the net general fund cost of 

expanding to be $2.2 billion. 
 The estimate was revised in December 2012 to reflect lower 

enrollment projections, potential cost savings, and new information. 
 The net general fund cost of expanding Medicaid is currently 

projected to be $137 million through FY 2022. 
 Because expanding Medicaid on January 1, 2014 is no longer 

feasible, the Department will be revising its estimate to reflect 
a July 1, 2014 and January 1, 2015 starting date. 
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Key Savings Factors 

 Three areas account for most of the potential Medicaid costs 
savings (or offsets) if Medicaid is expanded to new enrollees. 
 The estimate assumes general fund appropriations to CSBs can be 

reduced by 25 percent as individuals with behavioral health services 
receive coverage through Medicaid. 

 The Department assumes that the current general fund cost of 
inpatient hospital services for inmates can be transferred to DMAS. 

 The general fund subsidy to VCU and UVA for indigent health care 
services could be reduced by 50 percent if Medicaid is expanded. 
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DMAS Estimates of  
Medicaid Enrollment 

 The Department provided a breakdown of the number of 
enrollees that can be expected if Medicaid is expanded. 

 DMAS explained that over 1.0 million Virginians under the 
age of 65 are uninsured. 
 Of that total, 395,300 adults have income under 139 percent of 

poverty and 104,700 children have income under 200 percent of 
poverty.  

 Primarily because 20 percent are assumed to be ineligible for 
Medicaid and not all individuals will enroll in the program, the 
Department estimates that approximately 255,000 individuals will 
enroll in Medicaid as of January 1, 2014. 

 Adults without children account for the majority of enrollees in 
Medicaid. 
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Value of Medicaid Managed Care 
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 Secretary Bill Hazel provided an update on Medicaid 
Managed Care and the various reforms the MIRC is 
reviewing.  

 He reminded the Commission that services are delivered 
through fee-for-service services or managed care 
organizations. 

 Six managed care plans deliver services to the vast majority 
of Medicaid recipients. 

 



Medicaid Managed Care in Virginia 
 

 Medicaid managed care is now statewide in Virginia. 
 Nationally-accredited and highly-ranked providers delivery care 

management, leverage purchasing power, reduce costs, and add 
budget certainty. 
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Medicaid Managed Care in Virginia 

Children 500,000 

Caretaker adults (under 28% of poverty) 79,000 

Individuals with disabilities 56,000 

Pregnant women 11,000 

Total 646,000 



Progress on Medicaid Reforms 
 Secretary Bill Hazel also provided an update on progress 

toward implementing the various Medicaid reform initiatives. 
 Not surprisingly, many of the Phase 1 reforms which have 

been in place are progressing. 
 The major initiative that received federal approval is the Dual Eligible 

Demonstration project that aims to better coordinate care for 
individuals eligible for Medicaid and Medicare. 

 The Phase 2 reforms that relate to commercial-like benefits 
are moving more slowly with a target implementation date of 
July 2014. 

 Phase 3 reforms that require DMAS to transition long-term 
care service recipients into managed or coordinated care are 
on a longer time horizon. 
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Review of Medicaid Criticisms and Action 
in Virginia 
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Criticisms of Medicaid Action in Virginia 

Pervasive with fraud 1) Payment error rate is 0.47% , 2) Pre- and post- 
payment checks, 3) VICAP has reduced utilization 

Worse than no coverage Recipients have poorer health profile due to restrictive 
eligibility and correlation between poverty and poor 
health and disability  

Administrative costs are 
too high 

Administrative costs for private health insurance 
averages 12 percent.  DMAS admin. Costs are 2 percent. 

Just pays the bills and 
does not focus on quality 

2013 managed care contracts provide “carrot and stick” 
to improve quality of care/health outcomes 

Providers are 
inadequately reimbursed 

Medicaid pays primary care physicians 88 percent of 
what Medicare pays 

“Top tier” health plan Medical services are similar to commercial health 
insurance but also include long-term care and community 
health services 



Next Steps on Medicaid Reform 
 The MIRC will meet two times in October. 
 On Tuesday, October 15th, the Commission is soliciting 

public input on the reforms being reviewed. 
 And on Monday, October 21st, the Commission will have a 

regular working meeting.  The agenda is still being 
developed. 
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Training Center Closures 
 Special Joint Subcommittee created in December 2012 by 

Chairmen of the House Appropriations and Senate Finance 
Committees to consult on the plan to close the state 
training centers 
 Closure plan required in DOJ Settlement Agreement to be 

developed in consultation with the two money committees 
“…in accordance with the Commonwealth's policy of transitioning its 
system of developmental services to a community-based system, the 
Commonwealth will provide to the General Assembly within one year of 
the effective date of this Agreement, a plan, developed in consultation 
with the Chairmen of Virginia's House of Delegates Appropriations and 
Senate Finance Committees, to cease residential operations at four of the 
five training centers by the end of State Fiscal Year 2021.” 

 House members:  Delegates Putney, Ingram, Landes and Brink 
 Senate members:  Senators Stosch, Hanger, Howell and Vogel  
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Meetings of the 
Special Joint Subcommittee 

 January 11, 2013 
 Overview of U.S. Department of Justice Settlement Agreement and 

plan for the closure of state training centers 
 February 11, 2013 

 Update on the planned closure of Southside Virginia Training Center  
 Review of House and Senate budget language related to state facility 

closures 
 Invited comments from parents and relatives of training center 

residents 
 July 18, 2013 

 Tours of Southside Virginia Training Center and community homes 
 DBHDS update on transitions from training centers, report of Independent 

Reviewer and details on required closure plan 
 Community perspective from the Virginia Association of Community 

Services Boards 
 Progress report on Medicaid Waiver redesign, plan to implement exceptional 

rates, impact of closures on state employees, and review of facility census 
and patient needs 
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DOJ Findings & Virginia Response 
DOJ Findings 
 Virginia does not provide services in the most integrated and 

appropriate setting 
 Virginia is not developing a sufficient quantity of community 

services 
 Virginia has a flawed discharge process at training centers 
Virginia Response 
 March 2011: Virginia began negotiations with DOJ to reach 

a settlement to avoid a costly and lengthy legal battle  
 January 26, 2012: Virginia and DOJ reached a settlement 

agreement that was court-approved on August 23, 2012 
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Areas of Settlement Agreement 
 Serving individuals in the most integrated setting and building quality 

community-based alternatives for individuals, particularly individuals 
with complex needs 
 Creation of  4,170 waiver slots by June 30, 2021 

 805 slots to transition individuals from training centers to the community 
 2,915 slots to address the urgent community waiting lists for individuals with intellectual disabily 
 450 slots to address the community waiting list for individuals with developmental disability 

 Transitions from training centers 
 Quality and risk management system, including monitoring and 

evaluating services, and implementing quality improvement processes at 
an individual, provider, and state-wide level 

 Supporting independent housing and employment options for individuals 
with Developmental Disabilities 
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Timeline for Training Center Closures 

Year Training Center 
2014 Southside Virginia Training Center, Petersburg 
2015 Northern Virginia Training Center, Fairfax 
2016 
2017 
2018 Southwestern Virginia Training Center, Hillsville 
2019 
2020 Central Virginia Training Center, Lynchburg 
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Discharge Projections – January 2013 

FY 
SVTC 

Original 
SVTC 

Revised 
NVTC 

Original 
NVTC 

Revised 
SWVTC 
Original 

SWVTC 
Revised 

CVTC 
Original 

CVTC 
Revised 

2012 40 40  0  0 20 20 
2013 97 68 51 25 15 25 35 
2014 97    127 51 64 20 25 25 
2015 50 64 20 48 50 
2016 58 40 48 56 
2017 58 40 48 50 
2018 58 38 48 50 
2019 48 35 
2020 47 26 
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Actions by the 2013 General Assembly 
 Provided $15.2 million (all funds) to add 200 ID waiver 

slots and 50 DD waiver slots in FY 2014 to address the 
community waiting lists, above those required by the DOJ 
Settlement Agreement 

 Provided $7.8 million (all funds) for an “exceptional” 
waiver rate for  congregate residential care support 
services for certain community placements 
 Targeted at individuals being discharged from state facilities 

or who are at imminent risk of institutionalization 
 Needs must present imminent risk of institutionalization and 

for whom enhanced waiver services are needed beyond that 
provided through the existing maximum rates 

 Rate will be an additional 25% above the usual congregate 
residential support services rate for those who qualify 
 Estimated to begin October 1, 2013 
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Actions by the 2013 General Assembly 
 Budget language requires the Commissioner of DBHDS to provide 

quarterly progress reports on the plan to close state training centers and 
transition residents to the community, including   
 A comprehensive survey of each individual residing in the facility slated for 

closure to determine the services and supports the individual will need to 
receive appropriate care in the community and the capacity of the community 
to provide care and treatment for the individual 

 The convening of  quarterly meetings with authorized representatives, 
families, and service providers in each planning region where a training 
center is located to provide a mechanism to promote routine collaboration 
with all parties to ensure successful transition of training center residents to 
the community 

 Meetings to gather input on Medicaid waiver redesign to better serve 
individuals with intellectual and developmental disability 

 Requires the department to work with CSBs and private providers to explore 
the feasibility of developing a limited number of housing options and/or 
community-based specialty services to meet the needs of residents 
transitioning to the community or who have special needs that cannot be met 
by community providers 
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Medicaid Waiver Redesign 
 Settlement agreement includes the concept of movement to a community 

based system that provides supports in more integrated settings for all 
levels of disability 
 Envisions smaller living situations 
 Independent/supported employment first before using day support services 

 Medicaid waivers do not support this nor do they address some of the 
more complex service needs of individuals or the practical care needs of 
24-hour supervision or one to one supervision, among others 

 Increasingly rates have become an issue, particularly in Northern Virginia  
 DBHDS & DMAS have awarded a contract to study Virginia’s Medicaid 

waiver programs to move to a needs based program and recommend rate 
changes where needed 
 Contract awarded July 1, 2013 
 Phase I to be completed October 2013 on initial evaluation and community 

forums 
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VACSB Report on 
Community Perspective 

 SVTC resident transitions have proved challenging, 
but have informed efforts going forward 
 Community and parents and family fears 
 Discharge process challenges 

 Complex planning process 
 Rigid discharge plans 
 Unclear initial guidance and 
 Training Center staff resistance 

 Lack of “right fit” community providers 
 Providers unprepared for accepted individuals 
 Adaptive equipment challenges 
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VACSB Report on Community 
Perspective (continued) 

 Better communication between DBHDS, training centers 
and CSB staff on community options and supports 
 Helped to build trust and assist families 

 SVTC and CSBs took on more responsibility 
 Advance and ongoing training for providers 
 Better discharge planning 
 Identifying placements in home communities where possible 
 Working with providers to develop more expert capability to 

meet resident’s needs as they change 
 Regional meetings with potential providers have helped to 

understand needs and build solutions 
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VACSB Report: Lessons Learned 
 Shared goals essential for success 
 Plans must be individualized 
 Trust among all parties is paramount and communication 

must be ongoing 
 Creative solutions with willing providers is necessary 
 Contact with families must be gentle and solutions must 

address their concerns 
 Sharing training center resources with community is a 

necessary ingredient 
 Regional differences must be addressed in terms of rates, 

service availability, distribution of medical and specialty 
providers, residents’ home regions 
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Concerns by Parents & Families 
 Virginia’s waiver programs do not provide adequate 

funding to meet the needs of individuals transitioning from 
training centers to the community 

 Closure timelines are not achievable 
 Contacts with families and Authorized representatives 

viewed as coercive and badgering 
 Full range of placement choices to best serve residents is 

not available  
 Lack of community skilled nursing care and community ICFs, 

as well as waiver homes in some areas of the state 
 Appropriate community supports not available to safely 

care for loved one, particularly medical supports 
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Issues on the Horizon 
 Medicaid reforms / expansion 
 Implementation of DOJ Settlement Agreement 

 Progress and schedule of training center closures 
 Ongoing costs of DOJ Settlement Agreement 

including Medicaid waiver redesign 
 Other budget drivers in Health and Human 

Resources 
 Medicaid forecast for existing program 
 Comprehensive Services Act expenditure projections 
 Adoption and Foster Care expenditure projections 
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Issues on the Horizon 

42 

 As the Commonwealth continues to slowly claw its way out of the Great 
Recession, agencies are beginning to feel the effects of federal budget 
reductions. 

 In HHR alone, funding reductions attributable to sequestration are 
estimated to be: 
 $10.5 million at DSS affecting programs such  as low-income energy 

assistance, social service, and child care; and 
 $3.4 million at DBHDS including funding for mental health services, 

substance abuse prevention and treatment and Part C early intervention 
services. 

 These funding reductions are not insurmountable, equating to roughly 5 
percent, but they come on the heals of significant funding reductions in 
the past few years. 

 The General Assembly will need to keep a close eye on current funding – 
GF and federal – to ensure appropriate services are available to 
individuals who need them. 
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Senate Finance Committee Website 
  http://sfc.virginia.gov/ 
House Appropriations Committee Website 
 http://hac.virginia.gov/  
Commonwealth Datapoint (APA) 
 http://datapoint.apa.virginia.gov/ 
Department of Planning and Budget  
   http://www.dpb.virginia.gov/ 
Virginia Performs 
 http://vaperforms.virginia.gov/  
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