TEXAS

' : Department of Aglng COMMISSIONER
(| and Disability Services Adelaide Horn

December 1, 2007

John O’Brien, Director
Legislative Budget Board
P.O. Box 12666

Austin, TX 78711-2666

Dear Mr. O’Brien:
Enclosed is the agency’s FY 2008 Monthly Financial Report as of October 2007.
The following is a narrative summary of budget adjustments processed during the month; budget

variances; explanations for significant changes from the previous report; capital budget issues,
and other key budget issues at this time.

BUDGET ADJUSTMENTS

In total, the FY 2008 operating budget has increased by $106.6 million from the original FY
2008 appropriation for the agency. Of this increase, $82.0 million was for Nursing Home,
ICF/MR, and Community Care rate increases included in Article IX of HB 1 and HB 15, while
$15.6 million was added for payroll-related items (two-percent pay raise and Benefit
Replacement Pay). Please see Attachment A for a detailed accounting of these adjustments.

BUDGET VARIANCES

As of October 2007, the Agency is projecting a total FY2008 deficit of $22.0 million of which
$9.3 million is state general revenue. The remaining negative variances of $12.7 million are
federal funds associated with the general revenue shortfall listed above for which no cash is
available. The deficit can be attributed to client services strategies in which caseloads or costs
are projected to be higher than what was appropriated/budgeted for various strategies.

The Agency’s operating budget reflects the appropriated budget plus Rider adjustments. In
addition, the waiver strategies consist of transfers related to Goal D Waiting List and transfers
between waiver strategies to compensate for projected caseload realignments and cost
adjustments.

Projected expenditures for Medicaid and waiver client services are based upon caseload forecasts
prepared by HHSC in October 2007, based upon payment data through August 2007.
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The following is an explanation of notable variances (greater than $1.0 million) by strategy:

A.2.1 Primary Home Care — this strategy is projected to have a $29.6 million positive
variance of which $11.7 million is state funds. This variance is due to a projected decrease in
the number of persons served and a decrease in the costs associated with this program as
compared to the current appropriated budget.

A.2.3 Day Activity and Health Services — this strategy is projected to have a $2.5 million
negative variance of which $1.0 million is state funds. This variance is due to a projected
increase in the number of persons and an increase in the costs associated with this program as
compared to the current appropriated budget.

A.3.1 Community Based Alternatives — this strategy is projected to have a $7.8 million
positive variance of which $3.1 million is state funds. This variance is due to a decrease in
the number of persons served which is partially offset by no change in the costs associated
with this program as compared to the current operating budget.

A.3.2 Home and Community-based Services-- this strategy is projected to have a $1.1
million negative variance of which $0.4 million is state funds. This variance is due to a
projected increase in the number of persons served and an increase in the costs associated
with this program as compared to the current operating budget.

A.3.3 Community Living Assistance and Support Services — this strategy is projected to
have a $6.5 million negative variance of which $2.6 million is state funds. This variance is
due to a projected increase in the number of persons served and an increase in the costs
associated with this program as compared to the current operating budget.

A.3.5 Medically Dependent Children Program — this strategy is projected to have a $1.4
million negative variance of which $.6 million is state funds. This variance is due to an
increase in the number of persons served which is partially offset by a decrease in the costs
associated with this program as compared to the current operating budget.

A.3.7 Texas Home Living Waiver — this strategy is projected to have a $1.4 million negative
variance of which $0.6 million is state funds. This variance is due to a projected increase in
the number of persons served and an increase in the costs associated with this program as
compared to the current operating budget.

A.5.1 PACE - this strategy is projected to have a $4.2 million negative variance of which
$1.7 million is state funds. This variance is due to a projected increase in the number of
persons served and an increase in the costs associated with this program as compared to the
current operating budget.

A.6.1 Nursing Facility Payments — this strategy is projected to have a $28.8 million negative
variance of which $11.6 million is state funds. This variance is due to an increase in the
number of persons served in addition to an increase in the costs associated with this program
as compared to the current operating budget.



e A.6.2 Medicare Skilled Nursing Facility — this strategy is projected to have a $7.2 million
negative variance of which $2.8 million is state funds. This variance is due to an increase in -
the number of persons served and an increase in the costs associated with this program as
compared to the current operating budget.

e A.6.3 Hospice — this strategy is projected to have a $7.5 million negative variance of which
$3.0 million is state funds. This variance is due to an increase in the number of persons
served and an increase in the costs associated with this program as compared to the current
operating budget.

e A.6.4 Promoting Independence Services — this strategy is projected to have a $3.7 million
positive variance of which $0.7 million is state funds. This variance is due to a decrease in
the number of persons served and a decrease in the costs associated with this program as
compared to the current operating budget.

e A.7.1 Intermediate Care Facilities—Mental Retardation — this strategy is projected to have a
$2.0 million negative variance of which $0.5 million is state funds. This variance is due to
an increase in the number of persons served which is partially offset by a decrease in the
costs associated with this program as compared to the current operating budget.

SIGNIFICANT CHANGES FROM PREVIOUS REPORT

A significant variance was experienced in the projected total expenditures for Nursing Facility
and Hospice. The deficit was increased as a result of higher average daily rates than what was
initially estimated in the previous month. The new rate is based on a billing data through October
2007. '

‘ OTHER KEY BUDGET ISSUES

The FY 2008 State School ICF/MR interim rate is currently being calculated. The FY 2008 rate
will be higher than the FY 2007 rate due to increased staffing levels (1,690 state school staff by
the end of FY 2008). Until this rate is calculated, the FY 2007 rate will continue to be used.

The Agency was authorized about 2,000 additional staff for State Schools; Long-Term Care
Services support workers and related staff; and Long-Term Care Regulatory functions.
Therefore, the number of filled positions will increase from approximately 14,000 during the
fiscal year.

CAPITAL BUDGET ISSUES

The Agency was appropriated $7.4 million in lapsing FY 2006-07 bond funding for continuing
the projects approved by the Texas Public Finance Authority and the Texas Bond Review Board
for financing related to the Bond projects shown in our FY 2006-07 Capital Budget Rider. The
Agency started these state school repair and/or renovation projects during the month of
December 2005 and the procurement of these items is proceeding. On November 6™, 2007, in
conjunction with the passage of a constitutional amendment, the Agency received an addltlonal



$39.8 million in bond funding for Repairs and Renovation of State Schools. These projects need
approval by the Legislative Budget Board, Texas Public Finance Authority and the Texas Bond
Review Board before bonds may be issued. Upon approval, budgets and projections will be
updated to include these bond projects.

Please feel free to contact me at 438-3355 if you have any questions or require additional
information.

Sincerely,

don Taylo
Chief Financial Officer

cc: Adelaide Horn, Commissioner
Albert Hawkins, Executive Commissioner HHSC
Tom Suehs, Deputy Executive Commissioner HHSC
Kristi Jordan, Governor’s Office of Budget, Planning and Policy
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Department of Aging and Disability Services
Appropriated Receipts - 0666
Data Through the End of October 2007

FY08 Year to Date
October 2007 10/31/2007

Beginning Balance : 10/01/07 : - -

Increases:

3714 Judgements and Settlements : - : -
3634 Medicare Reimbursments - -
3560 Medical Examinations and Registration - -
3766 Supplies/Equipment/Services - Local Funds - -
3722 Conference, Seminars, and Training Regulation Fees - -
3740 Gifts/Grants/Donations-Operating Capital Grants and Contrib. - -
3770 Administrative Penalties (Includes 3717) 47,406 47,406

Return Prior Year Unexpended Balance

Total Increases 47,406 47,406

Reductions: _
Expended/Budgeted (152,371) (152,371)

Total Reductions (152,371) (152,371)

Ending Balance, 10/31/2007 (104,965) (104,965)




Department of Aging and Disability Services
EFF - Unappropriated

Data Through the End of October 2007

Beginning Balance : 10/01/07

Increases:

3702 Federal Receipts - Earned Credits

3726 Indirect Cost Recovery

3970 Revenue Adjustment within an Agency
3971 ICFMR In Patient Collections

3965 Cash Transfers Between Funds

3976 EFF Unexpended Cash Balance Forward
3851 Interest on State Deposits :

Return Prior Year Unexpended Balance

Total Increases
Reductions:
Expended/Budgeted
EFF Revenue Transfers to 1.8.1

Total Reductions

Ending Balance, 10/31/2007

FYO08 Year to Date
Oct-07 as of 10/31/07
576,239 576,239
6,680 6,680
582,919 582,919
582,919 582,919




Department of Aging and Disability Services
EFF Match for Medicaid - 8091
Data Through the End of October 2007

FYO08 Year to Date
Oct-07 as of 10/31/07

Beginning Balance : 10/01/07 - -

Increases:

3726 Indirect Cost Recovery -
3851 Interest on St Deposits & Treasury Investments -
3967 EFF Revenue Transfers, Unappropriated to Appropriated -
3976 EFF Unexpended Cash Balance Forward . -
3965 Cash transfer between Funds -

Return Prior Year Unexpended Balance

Total Increases - -

Reductions:
Expended/Budgeted -

Total Reductions . - -

Ending Balance, 10/31/2007 - -




Department of Aging and Disability Services

QAF - 5080

Data Through the End of October 2007

Beginning Balance : 010/01/07

Increases:

3770 Administrative Penalties

3557 Health Care Fees

3851 Interest - State Deposits

3970 Revenue and Expenditure Adjustments

3973 Other Cash Transfers within a Fund or Account (Between Agencies)
3975 Unexpended Cash Balance Forward

Return Prior Year Unexpended Balance

Total Increases

Reductions:
Expended/Budgeted
Transfer - Employee Benefits

Total Reductions

Ending Balance, 10/31/2007

FY08 Year to Date

Oct-07 as of 10/31/07

1,242,288 1,242,288
2,979 13,732
1,973,049 3,837,135
135,535 135,535
250,000

2,111,563 4,236,402
(212,165) (1,094,716)
(212,165) (1,094,716)
3,141,686 3,141,686




Department of Aging and Disability Services
SMT - 8095
Data Through the End of October 2007

FYO08 Year to Date

Oct-07 as of 10/31/07

Beginning Balance : 010/01/07 (1,132,122) (1,132,122)
Increases:
3606 Support and Maintenance of Patients 2,266,421 2,282,469
3618 Welfare/MHMR Service Fee 266 266
Return Prior Year Unexpended Balance
Total Increases 2,266,687 2,282,735
Reductions:

Expended/Budgeted (1,269,914) (2,418,085)

Transfer to Fringe -
Total Reductions (1,269,914) (2,418,085)
Ending Balance, 10/31/2007 (135,350) (135,350)




Department of Aging and Disability Services

MR Appropriated Receipts - 8096

Data Through the End of October 2007

FY08 Year to Date

Oct-07 as of 10/31/07

Beginning Balance : 10/01/07 (32,054) (32,054)
Increases:
3628 Dormitory, Café, Mdse Sales -
3719 Fees for Copies or Filing of Record 34
3738 Grants - Cities/Counties 513
3739 Grants - Other Political Subdivisions -
3740 Grants/Donations 26,280 27,281
3746 Rental of Lands -
3753 Sale of Surplus Property Fee 6 17
3767 Supplies/Equipment/Services Federal/Other 4,895 4,895
3773 Insurance & Damages -
3802 Reimbursements - Third Party 3,293 3,554
3806 Rental of Housing to State Employees 6,013 23,636
3833 Gifts/Grants/Donations (Other) - Capital Grants and Contributions -
Return Prior Year Unexpended Balance
Total Increases 41,000 59,417
Reductions:

Expended/Budgeted (57,242) (108,226)

Transfer to Fringe (18,868) (18,868)
Total Reductions (76,110) (127,094)
Ending Balance, 10/31/2007 (67,164) (67,677)




Department of Aging and Disability Services
Medicare Receipts - 8097
Data Through the End of October 2007

FYO08 Year to Date
Oct-07 - as of 10/31/07

Beginning Balance : 10/01/07 - -

Increases:

3634 Medicare Collections/Settlements -

Return Prior Year Unexpended Balance

Total Increases - -

Reductions: ‘
Expended/Budgeted -
Transfer to Fringe -

Total Reductions - -

Ending Balance, 10/31/2007 - -




Department of Aging and Disability Services
MR Revolving Funds - 8098
Data Through the End of October 2007

FYO08 Year to Date
Oct-07 as of 10/31/07

" Beginning Balance : 10/01/07 - v -

_Increases:

3628 Dormitory, Café, Mdse Sales .-
3765 Supplies/Equipment/Services -
3767 Civil Monetary Penalties » 300 300
3775 Returned Check Fees 3 .3
3968 Other Cash Transfers between Funds or Accounts -
3975 Unexpended Cash Balance Forward -

Return Prior Year Unexpended Balance |

Total Increases . 303 303

Reductions:
Expended/Budgeted ‘ -
Transfer to Fringe -

Total Reductions - -

Ending Balance, 10/31/2007 303 . 303




Department of Aging and Disability Services
Capital Trust Funds - 0543
Data Through the End of October 2007

FYO08 Year to Date
Oct-07 as of 10/31/07

Beginning Balance : 10/01/07 - -

Increases:

3972 Other Cash Transfers Btwn Funds -

Return Prior Year Unexpended Balance

Total Increases - -

Reductions:
Expended/Budgeted -

Total Reductions - -

Ending Balance, 10/31/2007 - -




Department of Aging and Disability Services
Capital Trust Funds - 0543 Unappropriated
Data Through the End of October 2007

FYO08 Year to Date

Oct-07 as of 10/31/07

Beginning Balance : 10/01/07 88,333 88,333
Increases:
3321 Oil Royalties from Other State Lands 8,477 22,386
3326 Gas Royalties from Other State Lands 35,619 102,089
3349 Land Sales -
3746 Rental - Land and Building 1,500 3,000
3747 Rental - Other : 59,421 66,174
3851 Interest - State Deposits 55,973 55,973
3986 Fed. Approp. TSF between FYs -
3975 Unexpended Cash Balance Forward 161,627 161,627
Return Prior Year Unexpended Balance
Total Increases 322,616 411,249
Reductions:

Expended/Budgeted (1,113) (1,413)

Transfer to Appropriation 1.9.1 -
Total Reductions (1,113) (1,413)
Ending Balance, 10/31/2007 409,836 409,836
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