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General Assembly Requirement  
for Financial Realignment Plan 

It is the intent of the General Assembly that DBHDS 
transform its system of care into a model that embodies 
best practices and state-of-the art services by treating, 
where appropriate, individuals in the community.  
 

As part of this effort, DBHDS state hospitals shall be 
structured to ensure high quality care, efficient operation, 
and sufficient capacity to serve those individuals needing 
state hospital care. 
 

– Item 284 E.1.  
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General Assembly Requirement  
for Financial Realignment Plan 

• This plan shall include:  
i. a timeline and funding mechanism to eliminate the extraordinary barriers list in state 

hospitals and to maximize the use of community resources for individuals discharged 
or diverted from state facility care;  

ii. sources for bridge funding, to ensure continuity of care in transitioning patients to the 
community, and to address one-time, non-recurring expenses associated with the 
implementation of these reinvestment projects;  

iii. state hospital appropriations that can be made available to CSBs to expand 
community mental health and substance abuse program capacity to serve individuals 
who are discharged or diverted from admission;  

iv. financial incentive for community services boards to serve individuals in the 
community rather than state hospitals;  

v. detailed state hospital employee transition plans that identify all available 
employment options for each affected position, including transfers to vacant positions 
in either DBHDS facilities or community services boards;  

vi. Legislation/Appropriation Act language needed to achieve financial realignment;  and 

vii. matrices to assess performance outcomes. 
 

• Plan is due December 1, 2017 
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Why Consider Financial Realignment? 

State hospitals are over their safe operating capacity and utilization is increasing. 

The Extraordinary Barriers to Discharge List averaged around 200 people through FY 2017. 

Additions to LIPOS, DAP, and permanent supportive housing over the past 2-3 years have not arrested the 
increases in either the census or the EBL. 

More hospital staff are needed to address the increasing utilization and flow-through, rapidly trending to 
needing to invest in more state hospital beds despite almost 15 percent of the people no longer needing to be 
in the hospital. 

While the state is spending more than $700/day for inpatient care, this care is free to CSBs, jails, and Medicaid 
for adults.  While virtually all of health care has, or will, transition to managed care, general funds for 
behavioral healthcare is not under a managed system. 

Virginia’s spending, relative to other states, is much more heavily balanced toward hospitals.   Other states 
spend an average of three times as much in general funds in the community versus the state hospitals. 

We cannot safely discharge individuals from state hospitals without adequate community capacity and we 
cannot build adequate community capacity without sufficient funds in the community to do so.  The present 
dynamics are pushing toward more funding for hospitals and beds at the expense of community investment, 
thus driving the system in the wrong direction. 

Spending for a hospital level of care when it is not needed is not good stewardship in the present and, given 
the high cost of maintaining hospitals as key operating systems extend beyond their useful life and changing 
standards require ever more investment, may be unwise for the future. 

Olmstead considerations. 
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The Behavioral Healthcare (BH) Landscape 

• How does VA measure up nationally? 31st in BH 
funding in 2013  GFs, non-Medicaid: $92.58 per 
person. Median (Ohio) is $100.29 per person 

• Not maximizing our investment 
• Roughly 50% of GF funding supports 3% of 

persons served 
• State Hospital Capacity: 17.3 beds per 100,000 

people 
• Virginia spending on hospitals = 46% of overall 

BH budget 
• Virginia spending on community = 54% of overall 

BH budget ($47 per capita) 
• Average 200+ individuals ready for discharge in 

VA’s mental health hospitals 

 
 

• Comprehensive BH is essential to population 
health and cost containment 

• BH issues drive up to 35% of medical care costs 
and individuals with BH disorders cost up to 2-3 
times as much as those without 

• Integration of BH and primary care, as well as 
housing, employment, schools, social services 

• Decreased reliance on institutions and increased 
focus on community services 

• State hospital capacity average: 15 beds per 
100,000 people 

• National average of state spending on hospitals = 
29% of overall BH budget (2013) 

• National average of state spending on 
community = 68% of overall BH budget ($89 per 
capita), 2013.  Now 74%. 
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Challenging Road to Reforming  
Virginia’s Behavioral Health System 

 
Burden  

and Cost  
of  

BH Care 

 
Funding 

Alignment 

 
~50% Have 
No Payor 

 
ADA/ 

Olmstead 

 
CSB 

Variability 

 
Crisis 
Focus 

System of Pieces 
• 40 CSBs/1,927 locations 
• 631 private 

providers/4,131 
locations  

 

CSB Variability 
• Funding amount and type 
• Population demographics 
• Local priorities 
• Service array 

Approximate Funding  
• 25% GF 
• 23% Local 
• 40% Medicaid 
• ~50% CSB clients lack 

payor source 

Crisis Focus  
• 30% of services 

delivered are crisis 
services 

 
Lack of 
Primary 

Care 

Major Mental Health Recommendation for 68 Years (since 1949): Virginia needs to expand capacity to 
serve people in their own communities with coordinated behavioral health programs and supports. 
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System Transformation, Excellence and  
Performance in Virginia  (STEP-VA) 

Coverage 
for 

Uninsured 
Virginians 

In-Home 
Children’s 
Services 

Housing 

Employment 
Education and 
Social Services 

Same Day Access; 
Medication Assistance 

Treatment 

Primary Care 
Integration; 
Outpatient  

Services;  
Targeted Case 
Management  

for Kids;  
 

 

Detoxification; 
Care 

Coordination; 
Psychosocial 
Rehab/Skill 

Building 

 

Veterans Services; 
Targeted Case 

Management for 
Adults 

Peer and Family 
Support; Person-

Centered Treatment; 
Mobile Crisis  

Services 
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Behavioral Health Services  
for Uninsured Virginians 

• Health care has steadily moved towards “managed care” with payment for 
outcomes rather than “fee for service.” 

• Virginia needs to align managed Medicaid services with services for the 
uninsured supported by general fund dollars so that it has one system of 
standards and outcome measures.   

• However, Virginia’s community behavioral health system features inconsistent 
capacity and access.  Its current funding is inadequate to cover the uninsured 
with behavioral health disorders in an outcome based system.  

 Three steps must be taken to transition Virginia’s public safety net services: 

1) Build/expand the services,  
access, and measures  

incorporated into  
STEP-VA.  

Timeframe: 4 Years  

(per Code) 

2) Align DMAS  
managed care behavioral 

health programs with  
        STEP-VA  so the same  

metrics and  
            standards apply to  

the care provided  
      to both Medicaid members  

and the uninsured. 

3) Address the 
bifurcated funding 

streams for CSBs and 
state hospitals to better 

align services with 
needs and achieve 

better cost  
efficiency. 

Timeframe: 1-4 Years 
Timeframe: 1-4 Years 
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Themes from Other States 

National consultants, Behavioral Health Policy Collaborative (BHPC), 
was selected to provide expert input and review on a similar 
financial transformation efforts in other states. Eight states were 
reviewed and four themes found: 

 

 

 

Theme 1:  
Significant upfront investments in community-based services are necessary 
to rebalance systems away from psychiatric hospital-based care.  

Theme 2: 

The financial transition of state rebalancing efforts often includes 
preserving some allocation for state psychiatric hospitals while increasing 
the investment in community-based services, taking multiple years to see 
cost savings.  

Theme 3:  
Application of managed care principles is critical to divert both insured and 
uninsured populations from unnecessary hospitalization.  

Theme 4:  
Some states have allocated funds directly to counties/localities to purchase 
psychiatric hospital beds, driven by a state-developed, per-bed formula.  
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Virginia’s Previous Efforts 

1997 1999 – 2011  

During this time, DBHDS has implemented a 
number of “reinvestment” projects, typically 
based in state hospital downsizing, in Regions 

1, 4, and 5.  These projects shifted state 
hospital funds to communities to accomplish 
unit closures and required building increased 

community capacity, including private 
inpatient bed purchase.  These did not go as 

far as requiring communities to pay for beds in 
state hospitals (there were simply no beds to 

use above a certain number).    

DBHDS’ response to a 
JLARC report identified 
the projected costs for 

community services 
needed to close state 
facility beds and the 

numbers of beds that 
would be needed at the 

end of the next three 
biennia (FY 1998-FY 

2004) based on a survey 
of CSBs.  
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Hospital Challenges - Last Resort  
and State Hospital Admissions 

• Since “Last resort” legislation was passed, a bed was provided for everyone 
under a TDO who needed a bed since the law was implemented July 1, 2014. 

• Since FY 2013, TDO admissions have increased 224% and all hospital 
admissions 58%. 
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Hospital Challenges – State Hospital Trends 

  CH CSH ESH NVMHI PGH SVMHI SWVMHI WSH Total 
Average 

FY 2013 78% 75% 88% 96% 89% 79% 94% 90% 86% 

FY 2014 86% 66% 88% 97% 90% 93% 92% 86% 87% 

FY 2015 93% 79% 93% 93% 95% 84% 89% 94% 90% 

FY 2016 90% 78% 93% 91% 98% 77% 88% 91% 88% 

FY 2017 94% 86% 100% 86% 97% 90% 94% 95% 93% 

FY 2014 High 87% 75% 91% 100% 94% 97% 98% 96% 92% 

FY 2014 Low 83% 55% 85% 95% 88% 83% 91% 76% 82% 

FY 2017 High 100% 91% 101% 94% 101% 100% 98% 99% 98% 

FY 2017 Low 86% 84% 99% 82% 95% 82% 85% 91% 88% 

• Occupancy over 85 percent is considered less safe for patients and staff.  
• From FY 2014 to FY 2017, the average daily census grew from 87% to 93%, with the highest 

daily census being 5% above the average daily census.  

• Should this rate of increase continue, the projected state hospital census in FY 2020 would be 
99% with a projected high monthly average of 104% of its operational capacity.  

State Hospital Census on the 1st Day of Each Month 

55-69% 70-84% 85-99% 100%+ 
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Hospital Challenges – Extraordinary Barriers  
to Discharge List (EBL) 

In July 2017, there were 185 individuals in state hospitals who have been clinically ready 
for discharge for more than 14 days but appropriate community services are not available 
to facilitate a safe discharge.  

147 156 168 152 147 
181 204 194 185 
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Individuals with Barriers to Hospital Discharge (FY 2017) 
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The EBL is not static.  During FY 2017, 635 individuals went on or off of the list with 564 
being discharged.  More than 100 suffered a clinical decline prior to discharge and had to be 
removed from the list.  
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Item 284E – EBL Reduction Strategies 

• In March 2017, using hospital census and EBL data, DBHDS established an 
EBL discharge goal for each DBHDS region which totaled 131 individuals 
statewide.   

• DBHDS provided regions $2.5 million in one-time bridge funds for individual 
service plans and expanded housing and service capacity.   

• Targeted discharge of individuals with service plans is July 1, 2017; those 
requiring expanded housing and services targeted by Sept. 1, 2017.  

• The additional Discharge Assistance Funds appropriated by the General 
Assembly are available July 1 to cover the ongoing costs of these initiatives. 

• As of July 10, 2017, a total of 122 individuals on the EBL had been 
appropriately discharged from state hospitals (93% of the goal).  

This project is critical to help release immediate pressure on state 
hospital censuses, but is considered temporary – it buys time until a 
more permanent solution is implemented. 
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Region V – Western Tidewater CSB Initiative 

• Eastern State Hospital (ESH) has been operating at or above capacity and 
contributes to most of the diversions between hospitals. Region V has 22% of the 
total state population but admits over 40% of the state’s forensic admissions.  

• In March,  DBHDS challenged Region V CSBs to propose discharge plans for 20 
geriatric individuals from ESH by September 2017 and five more by November so 
those beds could be available for adult jail transfers. 

• Western Tidewater CSB (WTCSB) will develop a 65 bed transitional living program 
for older adults, including those currently hospitalized at ESH.  

• WTCSB purchased an assisted living facility in Suffolk and renovations are 
underway to update the physical building and to provide clinical, programming, 
and crisis stabilization spaces. 

• The project will be funded through new Discharge Assistance Funds (DAP), the 
new funds for a geropsychiatric team, and with existing DAP dollars. 

• This project builds permanent infrastructure. 

• A similar project is being developed with Region Ten CSB. 
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Community Services Needed For Individuals  
Clinically Ready For Discharge 

In February 2017 a point in time survey was conducted on the community housing, services and 
supports needed by 228 individuals in state hospitals who were clinically ready for discharge. Of 
these: 89% (202) had housing needs; and 40% (91) had unfunded service and support needs. 

 

 
Permanent Supportive Housing 14 
Assisted Living Facility 66 
Nursing Home 52 
Independent Living 31 
Group home 36 
Sponsor home 3 
Total Individuals with Housing Needs 202 

Type of Housing Needs – February 2017 Point in Time Survey 

 

Case management 22 
Psychosocial rehab/day program 21 
Psychiatry 4 
Counseling 1 
Medications 16 
Extra supervision (1:1, daytime, ADL) 16 
Mental health skill building 5 
Program of Assertive Community Treatment (PACT) 6 

Total Individuals With Unfunded Service and Support Needs 91 

  

Unfunded Service and Support Needs – February 2017 Point In Time Survey 
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CSB Challenges 

• Health policy changes (Medicaid CCC Plus Implementation, Medicaid 
reimbursement, shift in payor mix); 

• Projecting the profiles of individuals requiring services from CSBs and 
projecting the kinds and amounts of services and supports needed; 

• Financial risks if community services are implemented, but do not 
decrease utilization; 

• Increasing general population and risk of new demands, e.g. TBI or 
opioid epidemic; 

• Risk of static funding from state, decreases in Medicaid reimbursement; 

• Increasing personnel and operating costs without adequate state 
government financial support; 

• Continued workforce shortages in critical positions; and 

• Local government financial frustrations with state government. 
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CSB Complexities 

• Implementation of same day access and primary care screening; 

• Implementation of DOJ Settlement Agreement; 

• Local governmental expectations; 

• Unique accountability requirements (local, state, Medicaid, 
insurance plans, accreditation, etc.); 

• Mix of funding sources; 

• CSB variations in:  geography, population, local funding 
support, dependency on Medicaid, availability of private 
providers, total budget and staffing; 

• Array of services provided; and 

• Administrative capabilities. 
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Item 284 E Financial Transformation Concept 

Financial Transformation Package 
(Goal of 88% State Bed Utilization) 

Steady State Requirement 
 (Moving to 100% Bed Utilization and Above) 

Resources to CSBs for Community Capacity and 
Service Development  
 

• Portion of Current GF Transfer from Facilities 
(Agency 792) to CSBs (Agency 790) due to 
reduced Census 

• New GF for CSBs  
 

 

Cost to the Commonwealth (Budget Request) 
Additional GF appropriation 

Resources Needed for DBHDS System to Address 
the Census  
 

• New GF for DAP for EBL and Local Inpatient 
Purchase of Services  

• New GF for staffing related requests at 9 MH 
facilities (does not include 56 bed WSH) 
 

 

  Cost to the Commonwealth (Budget Request) 
  Additional GF appropriation 

 
 • Goal of reducing state bed utilization and the closure of bed units. 

• Need additional community resources for either course of action. 
• Facility budget funding required for steady state is a comparable amount to the amount 

required in transformation package. 

OR 

The concept would to shift state resources from state hospitals to CSBs coupled with additional 
funds support to develop and sustain community services and increase capacity.  Below 
compares the realignment concept to maintaining steady state. 
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Financial Realignment Plan Development 

• Objective: Enhance integrated community based options while reducing 
bed census pressures at the MH Hospitals.  

• Measures:  State hospital utilization, number of individuals on the EBL  
• Requirements:  

o Building community capacity through STEP-VA (This plan is incomplete 
without sustained effort). 

o Bridge or development support three - six months prior to inception of 
business operational changes (requires one-time bridge funding).    

o CBSs would receive additional funding up front, while the larger MH 
Hospitals would realize reductions in their base operating plans (to be 
saved on the “back end” if census declines).  

o CSB funds would come from new GFs and state hospital funds 
o CSBs would have the option of buying MH Hospitals beds or increasing 

community / programs and capacity, or some combination.   
o Greater financial flexibility to shift resources between DBHDS facilities and 

CSB and across fiscal years.   
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Available State Resources 

• Mental Health Hospitals receive $292.3 million GF each year, 38% of system total. 
• CSBs receive $347.1 million GF each year for MH and SA services or 44.9% of 

system total. 
• Commonwealth provides $40.7 million GF for LIPOS and DAP through statewide 

contracts and distributions to CSBs.  

Not all facility funding available – funding for jail transfers, beds for some NGRIs, fixed 
costs. Also, CCCA funding is not available since realignment focus is on adult beds. 

FY 2018 FY 2018 FY 2018

GF Appropriation NGF Appropriation Base Operating Plan

Central State $64,770,761 $392,063 $65,162,824

Eastern State $68,620,257 $2,357,166 $70,977,423

SWVMHI $32,360,705 $6,488,164 $38,848,869

Western State $50,755,426 $6,363,140 $57,118,566

CCCA $11,048,382 $3,714,326 $14,762,708

Catawba Hospital $14,297,435 $10,335,302 $24,632,737

NVMHI $28,639,650 $3,026,310 $31,665,960

Piedmont Geriatric $6,867,073 $21,226,378 $28,093,451

SVMHI $14,928,391 $1,789,217 $16,717,608

TOTAL $292,288,080 $55,692,066 $347,980,146
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Examples of Challenges 

• Formula for assigning bed days to CSBs which translate into 
dollars:  low utilizing CSBs vs. high utilizing CSBs; 

• Determining state hospital fixed costs unavailable for use;  

• Projecting community services/supports needed by CSB/region; 

• State hospital management of flexible costs, staff, surge 
capacity: hospital “budgets” become dependent on census 
rather than fixed; 

• Managing overall financial risk; 

• Seeking new funds based on demand, population growth; 

• Managing budget reductions; 

• Support for staff; and 

• Change management. 
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Risk/Challenges/Mitigation 

• Currently state hospitals operate with a budget target and the risk 
and volatility associated with special fund is pooled centrally to 
absorb this uncertainty.  Budget is set for year, independent of 
census, admission demand, etc. 

• This allows for hospitals to count on resources being available to 
them throughout the entire fiscal year.  

• Having CSBs purchase beds would introduce a new dynamic to 
the cash flow and operations of the hospitals.  

• Hospitals would need to navigate both increases and decreases of 
the census along with the cash flows from the CSB payments.  

• New staffing procedures and tools would be required to meet 
with this newly introduced risk to operations and cash flow. 
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CSB Summary of Identified Needs 

In July 2017, DBHDS requested that CSBs identify strategies and 
resources for reducing state hospital utilization. 

 
Crisis Services 

Crisis stabilization and 
detoxification units, 
mobile crisis teams, 
expanded contracts 
with private hospitals 
 

Housing 
Permanent supportive 
housing, transitional 
group homes, intensive 
residential settings, 
assisted living facilities 
 

Services and supports 
In-home supports, jail based 
services, clinical support for 
nursing homes, discharge 
planning for private hospitals, 
increased use of peer support 
services, case management, 
outpatient therapy, PACT 
teams, psychosocial 
programming, and increased 
access to outpatient psychiatry 
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Building Community Capacity 
• STEP-VA 
• Services, Programs, and Capabilities Required 
• Timelines – 6 Months prior to Transformation 
• Bridge / Seed Funding to Build Capacity 

o One-Time Resource Requirements 
o Cost Methodology 
o Potential Sources of Funding 

 

Sustaining the Model 
• Services, Programs and Capabilities Required 
• Ongoing Resources Required 

o Cost Methodology  
o State Hospital Funding Available 
o Additional Funding Sources  
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Community Service Development  
and Resource Requirements 

Building Community Capacity 

• STEP-VA 

• Services, Programs, and Capabilities Required 

• Timelines – 6 Months prior to Transformation 

• Bridge / Seed Funding to Build Capacity 

o One-Time Resource Requirements 

o Cost Methodology 

o Potential Sources of Funding 

Sustaining the Model 

• Services, Programs and Capabilities 
Required 

• Ongoing Resources Required 

o Cost Methodology  

o State Hospital Funding Available 

o Additional Funding Sources  
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Timeframes for Building Out Community Services 

The estimated time frame for building out housing, services and supports 
will vary based on the type of service and support and the need to acquire 
or renovate buildings. CSBs which are local government agencies may have 
longer time frames for building out services and supports. 

Category Of Activity Build-Out Timeline 

Contract for existing services  2 months 

Hire additional staff to build-out existing services  3 months 

Start a new program in an existing office/treatment space  3 to 5 months 

Acquire real estate and start a new service or program  6 to 9 months 

Timeline for Building Out Services and Supports 
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State Employee Transition Plans 

• With the transformation, each hospital will need to identify 
staffing needs based on beds.   

• A staffing plan will need to be developed by each hospital, 
identifying the critical functions and positions and account for last 
resort legislation. 

• During training center downsizing, impacted staff filled critical 
vacancies.  With rare exception, if a unit closes, staff will fill other 
existing vacancies in the hospital. 

• Temporary workforce pool may be necessary to manage surges. 

• Partnerships with CSBs and private providers, including possible 
staff-sharing arrangements. 
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Assessing Performance Outcomes 

State Hospitals 

• Larger hospitals with moderate to high bed use rates would reduce their 
bed capacity by one operating unit to achieve the savings needed for 
community investment and smaller hospitals would operate at 88% or less 
of capacity.  Aggregate utilization 88% or less. 

• Long-term statewide EBL reduction, particularly for individuals on EBL > 90 
days. 
 

Statewide 

• Number of CSBs implementing Same Day Access. 

• Number of CSBs implementing Primary Care Screening. 

• Increase percentage of total spending going to CSBs. 

• Successful implementation of managed care principles to this aspect of 
system. 
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Next Steps 

• Review comments and feedback from this group; 
• Receive/review comments, advice, etc. from national consultants, 

HHR, and SJ47 workgroup; 
• Receive/review comments from consultants on hospital costs: 

fixed/flexible; 
• Continue working on community needs assessments, which will 

vary by region, if not individual CSBs; 
• Continue working with CSB leaders and HHR to develop 

costs/funding formulas/procedures; 
• Provide updates/education/information for Administration and 

GA members as directed by HHR. 
 


