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Operating Budget Data 

 ($ in Thousands) 
 
        
  FY 10 FY 11 FY 12 FY 11-12 % Change  

  Actual Working Allowance Change Prior Year  

        
 General Fund $621,672 $627,226 $676,863 $49,637 7.9%  

 Contingent & Back of Bill Reductions 0 0 -3,716 -3,716   

 Adjusted General Fund $621,672 $627,226 $673,148 $45,922 7.3%  

        

 Special Fund 20,478 23,614 23,287 -327 -1.4%  

 Contingent & Back of Bill Reductions 0 0 -122 -122   

 Adjusted Special Fund $20,478 $23,614 $23,165 -$449 -1.9%  

        

 Federal Fund 296,358 321,854 351,993 30,139 9.4%  

 Contingent & Back of Bill Reductions 0 0 -352 -352   

 Adjusted Federal Fund $296,358 $321,854 $351,641 $29,787 9.3%  

        

 Reimbursable Fund 6,193 5,773 5,740 -33 -0.6%  

 Contingent & Back of Bill Reductions 0 0 -18 -18   

 Adjusted Reimbursable Fund $6,193 $5,773 $5,722 -$51 -0.9%  

        

 Adjusted Grand Total $944,701 $978,467 $1,053,675 $75,208 7.7%  

        
 

 The Mental Hygiene Administration (MHA) receives two fiscal 2011 deficiency 

appropriations: $2,383,232 in federal funds for a three-state partnership (together with 

Georgia and Wyoming) to develop/expand a Care Management Entity provider model for 

children and youth with mental illness and $2,252,516 in general funds to offset a shortfall in 

Strategic Energy Investment Fund revenues (a like amount of special funds being withdrawn). 
 

 The adjusted fiscal 2012 allowance is just over $75.2 million, 7.7%, above the fiscal 2011 

working appropriation.   
 

 Community fee-for-service expenditures increase by almost $71.1 million, reflecting recent 

enrollment trends.  The allowance also includes a net 1.37% rate reduction for non-rate 

regulated community mental health providers. 
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Personnel Data 

  FY 10 FY 11 FY 12 FY 11-12  

  Actual Working Allowance Change   
 

 
 

 
 

 
 

 
 

 
 

 
  

 
 
Regular Positions 

 
2,913.05 

 
2,891.05 

 
2,891.05 

 
0.00 

 
  

 Contractual FTEs 
 

166.79 
 

184.51 
 

183.11 
 

-1.40 
 
  

 
 
Total Personnel 

 
3,079.84 

 
3,075.56 

 
3,074.16 

 
-1.40 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
  

 
 
Vacancy Data:  Regular Positions 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

Turnover and Necessary Vacancies, Excluding New 

Positions 
 

126.92 
 

4.39% 
 

 
 
 

 
 Positions and Percentage Vacant as of 12/31/10 

 
203.70 

 
7.05% 

 
 

 
 

 

 

 

 

 

 

 

       

 There are no regular personnel position changes in the fiscal 2012 budget. 

 

 Vacancy rates at the State-run psychiatric facilities remain high, and the calendar 2010 

year-end vacancy rate of 7.05% is higher than the 6% at the end of calendar 2009. 
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Analysis in Brief 

 

Major Trends 
 

Enrollment in the Fee-for-service Community Mental Health System Continues to Grow: 
Enrollment growth in the fee-for-service community mental health system accelerated between 

fiscal 2009 and 2010, increasing 12%.  This increase reflects both an increase in Medicaid enrollment 

overall and also an increase in the relative need for specialty mental health services by that 

population. 

 

Expenditure Patterns Broadly Mirror Enrollment Growth:  Expenditures in the fee-for-service 

system continue to grow, up 8.4% between fiscal 2009 and 2010, although spending on 

Medicaid-ineligible enrollees through the fee-for-service system is shrinking due to cost containment. 

 

Outpatient Outcomes Show Challenges That Adults with Mental Illness Are Facing in a Difficult 

Economic Climate:  Perhaps unsurprisingly given the economy, more adults receiving outpatient 

mental health services are struggling with issues of unemployment and homelessness in fiscal 2010.   

 

 

Issues 
 

Capital Needs of State-run Psychiatric Hospitals:  After several tumultuous years of downsizing, the 

fiscal 2012 budget offers some stability in terms of capacity and bed mix at the State-run psychiatric 

hospitals.  The next challenge is how to address the significant capital needs of some of those 

facilities. 

 

Oversight in the Fee-for-service Community Mental Health System:  In the past several months, 

media reports have placed a spotlight on the level of oversight provided by MHA over the 

fee-for-service community mental health system.  A review of some of the materials concerning one 

of the highlighted providers is provided. 

 

Residential Treatment Center Capacity:  A 2010 Joint Chairmen’s Report (JCR) concerning the 

future need for Residential Treatment Center (RTC) capacity paints a picture for a system of 

RTC-level care that is very different from that currently in place and also notes that this new system 

is being put in place now.  At the same time, the report does not answer the more difficult question of 

what this means for public and private RTCs. 
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Recommended Actions 

 

  Funds Positions 

1. Add budget bill language to reduce funding for residential 

programming at Regional Institute for Children and 

Adolescents – Baltimore and Regional Institute for Children 

and Adolescents – Gildner through downsizing bed capacity. 

  

2. Reduce funding for Veterans Behavioral Health Coordination 

funding to more closely align with actual spending. 

$ 300,000  

3. Add budget bill language to restrict funding to support an 

analysis of future demand for State-run psychiatric hospital 

care. 

  

4. Delete 3 chaplain positions at Spring Grove and Springfield 

Hospital Centers while retaining a reduced amount of funding 

for contracts to support the spiritual needs of facility patients. 

184,128 3.0 

 Total Reductions $ 484,128 3.0 

 

 

Updates 

 

Community Mental Health Services Expansion in the Wake of the Closure of the Upper Shore 

Community Mental Health Center:  2010 JCR narrative asked MHA to provide a report on the 

community mental health services that were funded after the closure of the Upper Shore Community 

Mental Health Center.  That report is summarized. 

 

Core Service Agency Funding Priorities:  2010 JCR narrative asked MHA to provide a report on 

funding priorities for Core Service Agencies (CSA).  The report was requested given ongoing cost 

containment that has reduced funding available to CSAs.  The report is timely given the additional 

CSA cost containment included in the fiscal 2012 budget. 
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Operating Budget Analysis 

 

Program Description 

 

The Mental Hygiene Administration (MHA) is responsible for the treatment and rehabilitation 

of the mentally ill.  MHA: 

 

 plans and develops comprehensive services for the mentally ill; 

 

 supervises State-run psychiatric facilities for the mentally ill; 

 

 reviews and approves local plans and budgets for mental health programs; 

 

 provides consultation to State agencies concerning mental health services; and  

 

 establishes personnel standards and develops, directs, and assists in the formulation of 

educational and staff development programs for mental health professionals. 

 

MHA administers its responsibilities through layers of organizational structure as follows: 

 

 MHA Headquarters coordinates mental health services throughout the State according to the 

populations served, whether in an institutional or community setting. 

 

 Core Service Agencies (CSA) work with MHA, through signed agreements, to coordinate and 

deliver mental health services in the counties.  There are currently 19 CSAs, some organized 

as part of local health departments, some as nonprofit agencies, and 2 as a multi-county 

enterprise. 

 

 State-run Psychiatric Facilities include five hospitals and two residential treatment centers –

 Regional Institutions for Children and Adolescents (RICA) – for the mentally ill. 

 

As a result of waivers under the authority of Section 1115 of the federal Social Security Act, 

beginning in fiscal 1998, the State established a program of mandatory managed care for Medicaid 

recipients.  While primary mental health services stayed within the managed care structure, specialty 

mental health services to Medicaid enrollees were carved out and funded through the public mental 

health system.  Specialty mental health services are defined as meeting certain medical necessity 

criteria utilizing accepted diagnostic tools. 
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 The carved-out system is overseen by MHA, although it contracts with an Administrative 

Services Organization (ASO), ValueOptions, to administer the system.  Services are also available to 

non-Medicaid clients.  Prior to fiscal 2003, eligibility for non-Medicaid clients was up to 300% of the 

federal poverty level (FPL), with services provided on a sliding-fee scale.  After fiscal 2003, 

eligibility for new clients was limited to 116% of FPL.  With the development of the Maryland 

Primary Adult Care (PAC) program beginning in fiscal 2007, persons with severe mental illnesses 

with incomes up to 116% of FPL were transitioned to the Medicaid program for the purposes of 

reimbursement of mental health services.   
 

 However, a significant pool of non-Medicaid clients who do not meet the eligibility criteria 

for PAC continues to be served by MHA.  Specifically, the safety-net serves those who have received 

services within the public mental health system in the past two years (alleviating continuity of care 

issues for those who occasionally lose Medicaid coverage); the homeless; people who received Social 

Security Disability Insurance due to psychiatric impairment and are eligible for Medicare (excluding 

them from PAC) but who need services beyond those covered by Medicare; people who are on 

court-ordered conditional releases from a State-run psychiatric hospital; anyone discharged from a 

Maryland psychiatric hospital in the past three months; and anyone within three months of release 

from a correctional institution. 
 

In addition to those services administered by the ASO, MHA provides grant funds for other 

services (often delivered through CSAs) that are not considered appropriate for delivery through the 

fee-for-service system (such as crisis services, a suicide hotline, and drop-in centers) as well as a 

capitation project in Baltimore City. 
 

The key goals of the agency include improving the efficacy of community-based care for 

persons with mental illness and promoting recovery among persons with mental illness in State-run 

psychiatric facilities so that they may move into less restrictive settings. 
 

 

Performance Analysis:  Managing for Results 
 

Community Mental Health Fee-for-service System:  Enrollment, Utilization, 

and Expenditure Trends 
 

As shown in Exhibit 1, total enrollment in the fee-for-service community mental health 

system (Medicaid and non-Medicaid) has increased at an average annual rate of 7% between 

fiscal 2006 and 2010.  More importantly, consistent with the growth in the Medicaid program overall 

due to the effects of the recession as well as Medicaid expansion beginning in fiscal 2009, enrollment 

growth has accelerated in recent years, rising by 10% between fiscal 2008 and 2009 and 12% 

between fiscal 2009 and 2010.   

 

Interestingly, growing demand is not only due to the overall increase in Medicaid enrollment 

but also reflects a slight increase in the relative percentage of Medicaid enrollees utilizing 

fee-for-service community mental health services.  This increase, known as the penetration rate, grew 

from 8.76 to 8.98% among children enrolled in Medicaid/Maryland Children’s Health Program 
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Exhibit 1 

Community Mental Health Services Enrollment Trends 
Fiscal 2006-2010 

 
 

 

Note:  Data for fiscal 2010 is incomplete.  Enrollment counts may be duplicated across coverage types.  Includes 

enrollment in the Baltimore City capitation project. 
 

Source:  Department of Legislative Services; Department of Health and Mental Hygiene 
 

 

and from 15.81 to 16.25% among adults.  The Administration believes that this increase, which they 

attribute to a larger number of dual-eligible individuals (with substance abuse and mental health 

issues) becoming eligible for Medicaid or PAC, will continue with Medicaid expansion under the 

federal Patient Protection and Affordable Care Act. 

 

The exhibit also shows: 
 

 Enrollment growth over the period has been driven by adults (10% between fiscal 2006 and 

2010 and 14% between fiscal 2009 and 2010) reflecting the Medicaid expansion to parents. 
  

 Within the two claims categories of clients served (Medicaid and non-Medicaid), while 

historical trends are a little distorted by category definition changes that have influenced 

enrollment data, recent growth is almost exclusively in the Medicaid-eligible category 

(16% between fiscal 2009 and 2010) with the non-Medicaid population falling for the 

second year in a row, down 12% between fiscal 2009 and 2010.   
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This drop in the non-Medicaid population served reflects a series of efforts to drive down 

non-Medicaid service spending which is entirely State funded.  These efforts were in part a decision 

of the Administration to take this path for cost containment rather than other cost containment 

measures to Medicaid-eligible programs (notably a proposed rate cut to non-rate regulated providers 

that was approved by the Board of Public Works (BPW) in fiscal 2010), thereby limiting the total 

impact of any cost containment measure to the State funding only rather than also losing any federal 

match.   

 

As shown in Exhibit 2, the cost containment efforts in the Medicaid-ineligible fee-for-service 

area have been, and are projected to be, quite dramatic.  In addition to limiting eligibility to lower 

income individuals (below 200% of federal poverty), MHA has also tightened eligibility by requiring 

applications for Medicaid, eliminating coverage for partial hospitalization and intensive outpatient 

services, and increasing utilization review by the ASO.  While this is reducing expenditures, it is also 

reducing the number of consumers served.  Traditionally, MHA has argued that spending on this 

population ultimately reduces State spending in other areas, for example, State hospitals and prisons 

as well as reducing overcrowding in emergency rooms and jails.  

 

 

Exhibit 2 

Community Mental Hygiene 
Medicaid-Ineligible Enrollment and Fee-for-service Expenditures 

Fiscal 2008-2012 

 
 

Source:  Department of Legislative Services; Department of Health and Mental Hygiene 
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Expenditure patterns broadly mirror enrollment growth (Exhibit 3).  Expenditure growth over 

the period fiscal 2006 to 2010 is 8%, although more recent growth is slightly higher (10% between 

fiscal 2008 and 2009 and 8.4% between fiscal 2009 and fiscal 2010).  As shown in Exhibit 3, this 

increased spending picks up beginning in fiscal 2009 primarily due to enrollment growth and 

expansion, although non-rate regulated providers also enjoyed modest rate increases averaging 2% in 

fiscal 2007, 2008 and 2009.  
 

 

Exhibit 3 

Community Mental Hygiene 
Fee-for-service Expenditures 

Fiscal 2006-2010 

 
 

Note:  Data for fiscal 2010 is incomplete.  Total expenditures exclude funding for the Baltimore City Capitation project. 

  

Source:  Department of Legislative Services; Department of Health and Mental Hygiene 

 

 

 Which mental health services are experiencing the most rapid growth?  While most service 

types have shown absolute dollar growth, there have been recent changes in relative spending by 

service type.  As shown in Exhibit 4, outpatient services continue to consume the bulk of the mental 

health fee-for-service dollars.  However, in both fiscal 2009 and 2010, there have been significant 

increases in inpatient spending.  In fiscal 2009, this increase was partly attributed to a large (4.5%) 

update factor provided by the Health Services Cost Review Commission (HSCRC) and that it 

represented the first full year without Medicaid day limits.  In fiscal 2010, this is attributed to 

Medicaid enrollment growth. 
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Exhibit 4 

Community Mental Health Service Expenditures by Service Type 
Fiscal 2006-2010 

 

 
 

 

PRP:  Psychiatric Rehabilitation Programs 

RRP:  Resident Rehabilitation Programs 

RTC:  Residential Treatment Centers 
 

Note:  Data for fiscal 2010 is incomplete. 

 

Source:  Department of Legislative Services; Department of Health and Mental Hygiene 
 

 

 Spending on Residential Treatment Centers (RTC) level care has declined significantly in 

both absolute dollars and relative to other mental health services in recent years.  RTC spending 

which accounted for 14% of total spending in fiscal 2006 represented only 9% in 2010, with 

expenditures down from $64.2 million to $56.7 million over the same period.  This decline reflects 

consistently declining utilization with RTC beds being increasingly used for short-term diagnostic 

and evaluation rather than longer treatment stays plus the initial roll-out of community slots under the 

RTC Alternatives Demonstration waiver.  The issue of RTC capacity generally is discussed further in 

Issue 3. 

2006 2007 2008 2009 2010

Other $18,321,830 $20,873,121 $11,122,399 $11,532,624 $15,946,810 

RTC $64,194,531 $63,369,535 $68,571,893 $64,028,711 $56,661,028 

PRP and RRP $117,448,786 $128,527,141 $131,099,183 $137,448,654 $144,848,597 

Outpatient $159,884,390 $178,744,911 $198,393,681 $222,563,161 $241,632,839 

Inpatient $85,722,171 $93,721,709 $99,863,317 $125,361,144 $148,721,252 
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Outcomes for Community Mental Health Services 
 

Outcome data from MHA’s Outcomes Measurement System that has been under development 

for several years is becoming more available.  Initial data is limited to outpatient clinics and is 

restricted to clients with at least two data points (generally six months but up to four years apart) and 

with the same questionnaire type (i.e., the same age group) for those responses.  Data reported is 

drawn from questionnaires from 18,371 adults and 20,042 children for fiscal 2008, from 

questionnaires from 18,677 adults and 17,506 children for fiscal 2009, and 21,031 adults and 

17,003 children in fiscal 2010. 

 

The data presented in Exhibit 5 compares data from the fiscal 2008, 2009, and 2010 cohorts.  

While this is not an unduplicated sample, there are gains in improved functioning for adults and 

children.  However, other indicators are a little worse in fiscal 2010 than for fiscal 2009:  

homelessness is slightly up and employment among adults is down.   
 

 

Exhibit 5 

Community Mental Health Services 
Outpatient Fee-for-service Selected Outcomes 

Adult Outcomes 

Reported in 

Fiscal 2008 

Reported in 

Fiscal 2009 

Reported in 

Fiscal 2010 

Net improvement in functioning (% of total observations) 8.0% 9.0% 12.0% 

Increase in employment between observations (%) 3.0% -4.1% -5.5% 

Persons unemployed in both observations (%) 69.0% 59.5% 61.4% 

Homelessness in both observations (%) 18.0% 5.3% 6.6% 

    
Children and Adolescents Outcomes    

    
Net improvement in functioning (% of total observations) 8.0% 8.2% 14.3% 

 

Source:  Department of Legislative Services; Mental Hygiene Administration 
 

 

 ASO Performance 
 

 In 2009, MHA rebid its ASO contract.  The existing vendor, APS, was replaced by 

ValueOptions.  In the initial months under ValueOptions, several problems were reported, and at one 

point the ASO’s performance was of sufficient concern that MHA was withholding payment.  Data 

presented in the 2010 session indicated both the challenges that ValueOptions had as well as some 

indication of improvement. Exhibit 6, based on incomplete weekly data from February 2010 through 

January 2011 illustrates general improvement in administrative performance.  For example, 

ValueOptions initially had significant issues with its auto-adjudication process for claims which 

would tend to slow the claims processing process because of the need for more manual oversight.  In 

the initial months of the new contract, auto-adjudication rates hovered between 30 and 50%.  In the 

last 12 months, that rate has increased significantly, averaging over 70% although still below the goal 

that ValueOptions has set for itself of 90% of claims being auto-adjudicated.   
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Exhibit 6 

ASO Performance 

Auto-adjudication and Claims Processing Data 

 
 

ASO:  Administrative Services Organization 
 

Source:  Mental Hygiene Administration; Department of Legislative Services 
 

 

 ValueOptions initially also had issues meeting the ASO contract claims processing goals.  

However, as also shown in Exhibit 6, there continues to be improvement in this area also.  Finally, 

the ASO contract states that 90% of all calls to the ASO have a wait time of less than three minutes 

(with a less than 3% call abandonment rate).  Initially, daily call volume and complexity of calls was 

clearly overwhelming ValueOptions’ staff.  However, the improvement noted in data presented in the 

2010 session has been maintained during calendar 2010 to the point that there appears to no longer be 

any issue in this area.  

 

 Facility Performance Measures 
 

 In the 2010 interim, the murder of a patient by a fellow patient at Perkins Hospital once again 

put a spotlight on outcomes at the State-run psychiatric facilities.  However disturbing an individual 

incident is, for the purposes of looking at outcomes at the State-run psychiatric facilities as a whole, 

the question to be asked is whether Managing for Results data gives any indication of systemic issues.  

Generally, this data does not. 
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Data presented in Exhibits 7, 8, and 9 examines trends in three outcomes at the State-run 

psychiatric hospitals.  For the purposes of this discussion, Perkins is excluded given the nature of 

programming at that facility. 

 

 

Exhibit 7 

State-run Psychiatric Hospitals:  Readmissions within 30 Days of Discharge 
(Percent of Total Admissions) 

Fiscal 2006-2010 
 

 2006 2007 2008 2009 2010 

Trend  

2006-2010 

Trend  

2009-2010 

Eastern Shore 5.9% 7.5% 5.8% 10.5% 4.0% √ √ 

Finan 2.2% 0.0% 5.3% 2.7% 1.8% √ √ 

Spring Grove 3.6% 3.6% 5.0% 4.0% 4.0% X No Change 

Springfield 4.2% 6.0% 8.8% 4.6% 3.4% √ √ 

 

 

X:  worsened 

√:  improved 

 

Source:  Department of Legislative Services; Department of Health and Mental Hygiene 

 

 

 

Exhibit 8 

State-run Psychiatric Hospitals:  Use of Seclusion 
(Rate Per 1,000 Patient Hours) 

Fiscal 2006-2010 
 

 2006 2007 2008 2009 2010 

Trend  

2006-2010 

Trend  

2009-2010 

Eastern Shore 0.55 0.32 0.28 0.26 0.86 X X 

Finan 0.08 0.03 0.25 0.03 0.05 √ X 

Spring Grove 0.10 0.05 0.02 0.02 0.05 √ X 

Springfield 0.29 0.19 0.18 0.10 0.07 √ √ 

 

X:  worsened 

√:  improved 

 

Source:  Department of Legislative Services; Department of Health and Mental Hygiene 
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Exhibit 9 

State-run Psychiatric Hospitals:  Elopements 
(Number Per 1,000 Patient Days) 

Fiscal 2006-2010 

 

 2006 2007 2008 2009 2010 

Trend  

2006-2010 

Trend  

2009-2010 

Eastern Shore 0.11 0.04 0.14 0.15 0.09 √ √ 

Finan 0.15 0.23 0.38 0.27 0.17 X √ 

Spring Grove 0.32 0.20 0.26 0.29 0.24 √ √ 

Springfield 0.51 0.32 0.27 0.09 0.08 √ √ 

 
X:  worsened 

√:  improved 

 
Note:  Elopement is generally considered as a client who is absent, unaccounted for, not found on the grounds, or has left 

the grounds without permission. 

 

Source:  Department of Legislative Services; Department of Health and Mental Hygiene 

 

 

Mindful of the different resource and patient factors that apply to different facilities when 

making comparisons, the following observations can be made from these exhibits.   

 

 The long-term and short-term trends in readmission rates within 30 days are generally 

positive, and all facilities remain below the latest available national benchmark for 

readmission rates (9.2%).   

 

 Trends in the use of seclusion remain favorable in the long-term.  Although short-term trends 

are less favorable, it needs to be emphasized that this reflects small changes in the use of 

seclusion compared to a 2009 base that itself reflects a low use of seclusion. 

 

 Elopement trends are also favorable. 

 

 One area of potential concern noted in the 2010 session was the number of staff hours lost due 

to injury.  The largest three hospitals – Spring Grove, Springfield, and Perkins – all experienced an 

increase in the number and rate of staff hours lost due to injury between fiscal 2008 and 2009.  This 

trend continued between fiscal 2009 and 2010 for Springfield and Spring Grove although improved at 

Perkins. 

 

 As has been pointed out in prior analyses, MHA does not meet its desired staffing ratios at the 

facilities.  Reductions to staff based on unit closures and deleting vacant positions has left the 

administration with patient-staff ratios that are above desired levels but because of a lower patient 
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census are at least no worse than in prior years.  Still, as the Administration notes, it continues to have 

problems attracting and retaining staff.  The MHA vacancy rate of 7% at the end of calendar 2010 

was higher than the 6% at the end of calendar 2009.    

 

 

Fiscal 2011 Actions 
 

Proposed Deficiency  
 

There are two proposed deficiency appropriations in the Mental Hygiene Administration: 

 

 $2,383,232 in federal funds for a three-state partnership (together with Georgia and 

Wyoming) to develop/expand a Care Management Entity provider model for children and 

youth with mental illness.  The aim is to provide coordinated, individualized, culturally 

competent and efficient care to improve clinical and functional outcomes while reducing 

inappropriate and costly inpatient, residential treatment, and therapeutic group care. 

 

 $2,252,516 in general funds to offset a shortfall in Strategic Energy Investment Fund revenues 

(a like amount of special funds being withdrawn).  These funds are provided for energy 

performance contracts at Springfield and Spring Grove hospitals. 

 

 As will be discussed further below, there is no deficiency provided for the community 

fee-for-service system despite MHA acknowledging the significant roll-over of bills from fiscal 2010 

into fiscal 2011, specifically $21.4 million in unprovided-for payables.  Similarly, in the Department 

of Legislative Services’ (DLS) judgment, the fiscal 2011 budget remains inadequate.  

 

Impact of Cost Containment 
 

 Section 44 of the fiscal 2011 budget bill required the Governor to abolish 500 positions in the 

Executive Branch as of June 30, 2011.  The positions and the funds associated with them have been 

removed from the fiscal 2011 working appropriation.  This agency’s share of the reduction was 

6 full-time equivalent positions and $143,784 dollars in fiscal 2011, which represents an ongoing 

annualized savings of $395,759 for employee salary and fringe benefit expenditures.   

 

 

Proposed Budget 
  

 As shown in Exhibit 10, the budget for MHA is just over $75.2 million above the fiscal 2011 

working appropriation, an increase of 7.7%.    
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Exhibit 10 

Proposed Budget 
DHMH – Mental Hygiene Administration 

($ in Thousands) 

 

How Much It Grows: 

General 

Fund 

Special 

Fund 

Federal 

Fund 

Reimb. 

Fund 

 

Total 

2011 Working Appropriation $627,226 $23,614 $321,854 $5,773 $978,467 

2012 Allowance 676,863 23,287 351,993 5,740 1,057,883 

 Amount Change $49,637 -$327 $30,139 -$33 $79,415 

 Percent Change 7.9% -1.4% 9.4% -0.6% 8.1% 

       
Contingent Reduction -$3,716 -$122 -$352 -$18 -$4,207 

 Adjusted Change $45,922 -$449 $29,787 -$51 $75,208 

 Adjusted Percent Change 7.3% -1.9% 9.3% -0.9% 7.7% 

 

Where It Goes: 

 

 
Personnel Expenses $6,363 

 

  

Regular salaries including the restoration of furloughs ................................................................  

 

$4,117 

  

Workers’ compensation assessment .............................................................................................  

 

1,131 

  

Retirement contributions (as reduced by Section 21) ...................................................................  

 

684 

  

Turnover adjustment .....................................................................................................................  

 

618 

  

Social Security contributions ........................................................................................................  

 

163 

  

Other fringe benefit adjustments ...................................................................................................  

 

-41 

  

Employee and retiree health contributions (as reduced by Sections 18, 19, and 20) ........................  

 

-54 

  

Miscellaneous adjustments ...........................................................................................................  

 

-255 

 
Community Mental Health Services 

  

  

Fee-for-Service Expenditures $71,072 

 

  

Enrollment/Utilization ..................................................................................................................  

 

80,597 

  

Rate adjustment for non-rate regulated providers per Chapters 497 and 498 of 

2010 (reflects partial total in MHA’s budget) .........................................................................  

 

2,500 

  

Rate reduction for non-rate regulated providers (2.5%) ...............................................................  

 

-12,025 

  

Grants and Contracts -$1,845 

 

  

Care Management Entity federal grant .........................................................................................  

 

2,149 

  

ASO contract.................................................................................................................................  

 

294 

  

Emergency preparedness drills (reimbursable funds) ...................................................................  

 

270 

  

Rate adjustment for grant and contract-funded services (reflects partial total in 

MHA’s budget) .........................................................................................................................  

 

240 

  

Clinical services increase in Anne Arundel and Montgomery counties to reflect 

actual expenditures ....................................................................................................................  

 

114 

  

Emergency admissions .................................................................................................................  

 

-201 
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Where It Goes: 

 

  

Community Mental Health block grant (federal funds) ................................................................  

 

-264 

  

Unspecified Core Service Agency reduction ................................................................................  

 

-500 

  

Rate reduction for grant and contract-funded services (2.5%) .....................................................  

 

-1,304 

  

Ending of the Transformation Grant (federal funds) ....................................................................  

 

-2,643 

 
Facilities -$480 

 

  

On grounds medical care ..............................................................................................................  

 

237 

  

Food ..............................................................................................................................................  

 

130 

  

Carter security services (no longer provided) ...............................................................................  

 

-113 

  

Medicine and drug costs ...............................................................................................................  

 

-278 

  

Fuel and utilities ............................................................................................................................  

 

-456 

  

Other .............................................................................................................................................  

 

98 

 

Total 

 
$75,208 

 

ASO:  Administrative Services Organization 

MHA:  Mental Hygiene Administration 

 

Note:  Numbers may not sum to total due to rounding. 

 

 

Personnel Expenses 
 

 After adjusting for Back of the Bill and other contingent reductions, personnel expenses 

increase by almost $6.4 million.  The largest increase is in regular salaries, $4.1 million, most of 

which relates to the restoration of furloughs.  Retirement contributions increase by $684,000 after 

adjusting for reductions contingent on the BRFA of 2011, with employee and retiree health insurance 

contributions falling by $54,000 from fiscal 2011 after the various reductions and contingent 

reductions in employee health insurance and retiree prescription drug benefits are considered.  

 

In addition to the reductions proposed to employee and retiree health insurance and retirement 

benefits, Section 24 of the budget bill includes savings from the consolidation of law enforcement 

operations into the Department of General Services (DGS).  The total savings is $318,000 in general 

funds from the Department of Health and Mental Hygiene (DHMH) and the Department of Labor, 

Licensing, and Regulation (DLLR) combined.  MHA believes that this could have a significant 

impact on the facilities but is not clear how at this point.  Finally, it should be noted that MHA 

recently had 30 employees accepted in the Voluntary Separation Program which will reduce its 

overall workforce by 30 positions. 

 

Fee-for-service expenditures 
 
 The funding available for fee-for-service community mental health expenditures (Medicaid 

and non-Medicaid) increases by just under $71.1 million in the fiscal 2012 allowance.  The funding 

assumes rate increases of 3.8% for HSCRC- regulated services, 4.0% for RTCs, and a net 1.37% rate 

reduction for other providers.  Specifically, for non-rate regulated providers, the budget assumes: 
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 a 1.13% rate increase as provided for by Chapters 497 and 498 of 2010 (with the funding for 

this increase split between the budgets of MHA and the Department of Budget and 

Management); and 
 

 a 2.5% rate reduction.  The rate reduction is portrayed as a 1% reduction consistent with the 

rate reduction being experienced by many other Medicaid providers and an additional 

1.5% reduction akin to the rate reduction applied to other community providers but not mental 

health providers under fiscal 2010 BPW-approved cost containment actions. 
 

The fiscal 2010 1.5% rate reduction was originally forestalled by MHA through significant 

reductions to funding of programs to the uninsured.  This strategy, as noted earlier, was 

intended to minimize total program spending reductions by focusing on State-only funded 

programs versus Medicaid-funded programs which garner a federal match.   
 

 It should be noted that the development of the rate increase figure per Chapters 497 and 498 

of 2010 was to be done based on cost structure data developed by the Community Services 

Reimbursement Rate Commission.  That commission, which remains funded in fiscal 2012, has not 

functioned for some time, leaving other reporting requirements of Chapters 497 and 498 unfulfilled 

and requiring DHMH to develop the cost structure on which the rate increase is based.  According to 

DHMH, that cost structure calculation was based on a sample of 11 providers.   
 

 Exhibit 11 provides an analysis of State fund adequacy in the fee-for-service system 

(recognizing the availability of special funds from the Health Care Coverage Fund available to 

support the Medicaid expansion population).  The assumptions underpinning the DLS estimates relate 

to the most recent estimate of fiscal 2010 expenditures, enrollment and service cost growth of 7% in 

fiscal 2011 and 6% in fiscal 2012 in Medicaid-funded services, zero enrollment and service cost 

growth in State-fund only programs, and rate adjustments as noted above.  Based on this analysis, 

DLS estimates that the community mental health fee-for-service budget is marginally underfunded in 

fiscal 2012 (a variance of less than 1%). 
 

This estimate of relative full funding for the upcoming fiscal year is in stark contrast to the 

estimates made by DLS in the past several years.  However, the predictions of underfunding for prior 

years as well as the current fiscal year continue to be a factor and are reflected in Exhibit 11.  As 

noted above, MHA rolled $21.4 million in prior years bills into fiscal 2011 (these unprovided-for 

payables can be partially attributed to the $6.9 million problem rolled over from fiscal 2009 to 2010, 

a problem which grew larger in fiscal 2010 and for the purpose of Exhibit 11 are attributed to 

fiscal 2010).  In addition to this fiscal 2010 problem, DLS estimates fiscal 2011 underfunding of 

$31 million. 
 

Again, if the fiscal 2012 allowance is intended to reflect expected fiscal 2012 service levels, 

the budget appears adequate.  However, at this time there is no relief for prior and current year 

underfunding.  Further, while MHA continues to clamp down on spending on the uninsured, and 

those efforts may well reduce these projected deficits, their impact is not likely to be significant.  
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Exhibit 11 

Community Mental Health Services Fee-for-service Funding 
State Funds Adequacy 

Fiscal 2010-2012 

($ in Millions) 

 
Note:  See text for assumptions.   

 

Source:  Department of Legislative Services; Department of Health and Mental Hygiene 

 

 

Grants and Contracts 
 

 The fiscal 2012 budget for mental health services delivered through grants and contracts falls 

by $1.4 million from fiscal 2010.  The most significant increase is for the federally funded Case 

Management Entity grant ($2.149 million) that is also included as a fiscal 2011 deficiency 

appropriation.  As noted above, the grant is part of a three-state partnership (together with Georgia 

and Wyoming) to develop/expand a Care Management Entity (CME) provider model for children and 

youth with mental illness.  The aim is provide coordinated, individualized, culturally competent and 

efficient care to improve clinical and functional outcomes while reducing inappropriate and costly 

impatient, residential treatment and therapeutic group care.  The grant is for five years, and Maryland 

intends to build on the CME model currently being utilized by the Governor’s Office for Children to 

serve youth statewide with a variety of funding streams, including federal RTC diversion funding.  

These entities have been operating since November 2009.  Goals of the project include: 
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 improving utilization management functions for youth enrolled in CMEs; 

 

 ensuring appropriate use of medications; 

 

 developing a case rate for populations served by CMEs; 

 

 improving training and technical assistance; 

 

 developing and refining models of peer-to-peer support; and 

 

 identifying a statewide crisis response model for children and youth. 

 

Other increases include scheduled contract increases for the ASO ($294,000) as well as a rate 

adjustment for grants and contracts consistent with that provided for community fee-for-service 

providers under Chapters 497 and 498 of 2010 ($240,000).   

 

 However, these increases are more than offset by reductions including: 

 

 $500,000 in unspecified reductions to CSA funding; 

 

 an additional $1.304 million in rate reductions (2.5%) to grant and contract-funded services 

primarily provided by CSAs; and 

 

 the ending of federal Transformation Grant funding during fiscal 2012 ($2.643 million). 

 

Facilities 
 

 Nonpersonnel costs at the facilities are slightly below fiscal 2011 levels.  Small increases in 

on grounds medical care ($237,000) and food ($130,000) are more than offset by other reductions.  

Major reductions include the ending of security services at the Carter Center ($113,000) as control 

over that system is transferred to the University of Maryland Medical System, medicine and drugs 

costs ($278,000) although that still represents a 7.9% increase over the most recent actual expenditure 

level, and $456,000 in fuel and utility costs, primarily from lower natural gas rate assumptions and 

utilization at Spring Grove. 
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 Issues 

 

1. Capital Needs of State-Run Psychiatric Hospitals 
 

 Background 
 

After several fiscal years of significant changes to the proposed capacity and bed mix at the 

State-run psychiatric hospitals, as shown in Exhibit 12, the fiscal 2012 budget presents a relatively 

stable picture with fiscal 2012 average daily population at the same level as fiscal 2011 and only 

minor changes in the bed mix.   
 

 

Exhibit 12 

State-run Psychiatric Hospital Average Daily Population 
Fiscal 2008-2012 

 
 

 

Note:  Excludes average daily population for Regional Institutions for Children and Adolescents. 
 

Source:  Department of Health and Mental Hygiene; Department of Legislative Services 
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Moving forward, these hospitals will primarily treat: 

 

 patients that need longer-term hospitalization (with acute care needs satisfied in acute care 

general hospitals and through the use of purchase of care beds at private hospitals i.e., paying 

for hospital admissions in the private sector, rather than admitting patients to State-run 

psychiatric hospitals);  

 

 forensic patients.  In addition to patients served at Maryland’s one maximum security 

psychiatric hospital, Perkins, a significant number of forensic patients are also served at other 

State-run psychiatric hospitals.  As shown in Exhibit 13, which details all admissions to the 

State-run psychiatric hospitals as well as the purchase of care (POC) admissions between 

fiscal 2002 and 2010, only 25% of the admissions to State hospital hospitals in fiscal 2002 

were forensic compared to 72% in fiscal 2010.  This increase is despite the number of forensic 

admissions to State hospitals showing only a modest increase over the period.  Again, MHA’s 

use of POC beds, for what otherwise would have been civil admissions to the State-run 

psychiatric hospitals, largely explains this change; and 
 

 

Exhibit 13 

State-run Psychiatric Hospital Admission Data 
Fiscal 2002-2010 

 
 

Note:  Excludes admissions for Regional Institutions for Children and Adolescents. 
 

Source:  Department of Health and Mental Hygiene; Department of Legislative Services 
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 patients who no longer require the level of supervision that would normally be provided in a 

hospital setting, but still require a residential placement either because they are not yet ready 

for discharge to the community and/or because they are difficult to discharge.  These patients 

use so-called assisted living/domiciliary care beds, and these numbers have grown in recent 

years.  

 

 Capital Needs 
 

 While Maryland’s system of State-run psychiatric facilities has undergone significant change 

in terms of capacity and bed mix, the capital plant that makes up that system is mixed.  While the 

Eastern Shore Hospital Center and parts of Perkins are relatively recent facilities, other facilities are 

much older and are also on campuses designed for much larger populations which inhibit efficiency.  

As noted in the DHMH Administration analysis, the inadequacy of many of MHA’s facilities is 

revealed in terms of not meeting appropriate licensing requirements, building standards, and patient 

needs, with Spring Grove to the fore.  Further, there is little in the fiscal 2012 Capital Improvement 

Program to indicate that this situation will change in the near future. 

 

 Perhaps the most pressing question involves necessary improvements to the State’s largest 

and antiquated hospital, Spring Grove.  Ironically, one of the motivations for the most significant 

facility closure in recent years, the 2004 closure of Crownsville, was to try and move the 

modernization of the State’s psychiatric facilities forward through narrowing the choices as to which 

facilities should be rebuilt.  At that time, it was felt that the State did not need the three large regional 

facilities but until one was closed, no rebuilding would occur.   

 

 The closure of Crownsville was done with minimum impact on bed capacity, additional 

capacity being added through the utilization of previously closed buildings at Springfield and Spring 

Grove.  However, since that closure, as noted above, the system has shrunk in terms of capacity and 

additional facilities (Carter and the Upper Shore Community Mental Health Center) have closed.  

While there have been numerous study groups investigating the possibility of building a new hospital 

at Spring Grove (including a recent study contracted by the Maryland Economic Development 

Corporation utilizing a variety of financing schemes), there is no concrete proposal at this time.   

 

 In any event, given the recent changes in hospital capacity, bed mix, and policies adopted by 

MHA to reduce admissions to the State-run psychiatric facilities, as a precursor to moving forward 

with any hospital replacement several important questions need to be answered: 

 

 short- and long-term population analysis and placement trends to determine the potential 

demand for State-run psychiatric hospital capacity including the maximum appropriate use of 

community-based alternatives; 

 

 best practices for facility operations including size and building configuration; and 

 

 appropriate site locations based on future demand. 
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 In the long-term, answers to these questions may provide an opportunity to once again 

re-shape the system of State-run psychiatric facilities, perhaps generating significant operational 

savings.  However, this kind of analysis will require the use of independent outside consultants.  

Thus, DLS recommends adding budget bill language restricting $200,000 in funding across the 

State-run psychiatric facilities to pay for such an analysis. 

 

 

2. Oversight in the Fee-for-service Community Mental Health System 

 

 In the past several months, various media reports have highlighted issues of potential fraud 

and other concerns by two community mental health providers, Baltimore Behavioral Health (BBH) 

and Warwick Manor Behavioral Health Inc., which in turn raised concerns about the level of provider 

oversight in the fee-for-service community mental health system.  The department has already 

pledged to increase oversight of these providers to address concerns, for example by scrutinizing 

federal tax filings and billing records to identify claims patterns that are atypical.   

 

 In the case of BBH, there certainly appeared to be a number of valid concerns about the 

provider’s organizational structure, staffing arrangements, and billing practices, and the provider has 

been the subject of enhanced scrutiny including audits, pre-authorization requirements, clinical audits 

and consumer quality reviews.   However, it should also be noted that BBH provides care to a 

difficult and underserved population in Baltimore City, including a large number of addicted 

homeless individuals with mental disorders.   

 

 As shown in Exhibit 14, BBH was clearly an outlier in terms of its billing for certain types of 

mental health service, specifically partial hospitalization (intensive daily outpatient treatment at a 

level equivalent to that provide in an inpatient setting) and intensive outpatient services. 
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Exhibit 14 

Partial Hospitalization and Intensive Outpatient Services by Provider 

Various Data 
Fiscal 2009 

 

 
Consumers Served 

Cost Per 

Consumer 

Total 

Claims ($) 

Intensive Outpatient 

BBH 2,196 $5,460 $11,989,674 

All Other Providers 1,175 2,909 3,418,236 

    Partial Hospitalization 

BBH 1,137 3,227 3,669,372 

All Other Providers 2,087 4,325 9,027,301 

 
 

BBH:  Baltimore Behavioral Health 

 

Source:  Department of Health and Mental Hygiene; Department of Legislative Services 
 

 

 There does not appear to be any evidence that the provider was not providing services.  

However, from data shown in Exhibit 15, BBH did utilize a service model that moved a significant 

proportion of individuals from partial hospitalization services to intensive outpatient, a model not 

used by most other providers.   

 

 

Exhibit 15 

Partial Hospitalization Discharges to Intensive Outpatient by Provider 

(% of Discharges) 
Fiscal 2007-2010 

 

 
BBH 

All Other 

Providers 

2007 56 7 

2008 58 5 

2009 65 7 

2010 64 6 

 
BBH:  Baltimore Behavioral Health 

 

Source:  Department of Health and Mental Hygiene; Department of Legislative Services 
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 If Exhibits 14 and 15 indicate that BBH was an outlier in terms of service expenditures and 

was utilizing a service model that was also different to other providers, another question is what was 

the quality of care being provided?  This is perhaps a more difficult question to answer in that MHA 

does systematically collect outcome data in the fee-for-service system outside of outpatient care. 

However, one proxy for outcomes is to look at readmission data from partial hospitalization and 

intensive outpatient services.  As shown in Exhibit 16, because of its particular step-down approach, 

BBH’s readmission rates appear to compare well.  

 

 

Exhibit 16 

Partial Hospitalization and Intensive Outpatient Services 

Various Readmission Data 

 (% of Discharges) 
Fiscal 2007-2010 

 

 
2007 2008 2009 2010 

% of partial hospitalization discharges readmitted to partial hospitalization services 

BBH 3%  2%  3%  7%  

All Other Providers 5%  5%  6%  9%  

  

 

 

 

 

 

 

 

% of intensive outpatient discharges admitted to partial hospitalization 

BBH 6%  5%  4%  3%  

All Other Providers 34%  42%  34%  17%  

  

 

 

 

 

 

 

 

% of intensive outpatient discharges readmitted to intensive outpatient 

BBH 2%  2%  2%  2%  

All Other Providers 6%  5%  4%  7%  

 
 

BBH:  Baltimore Behavioral Health 

 

Source:  Department of Health and Mental Hygiene; Department of Legislative Services 
 

 

 Another concern with regard to BBH was the extent of individuals being served who were 

dually diagnosed with co-occurring substance abuse and mental health issues.  According to MHA, 

80% of BBH’s clients served in fiscal 2009 and 76% in fiscal 2010 were considered dually 

diagnosed.  This compares to a statewide average where 25% of adults with mental illness are 

considered to have co-occurring mental health and substance abuse issues.  
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 Two things may contribute to the high-level of co-occurring illness among BBH’s clients: 
 

 It reflects the clientele served by the provider (and BBH is known to be willing to serve this 

clientele), and the State’s investigations have not yet indicated that the clients being served 

were not in fact co-occurring. 
 

 The recent extension of substance abuse benefits to the PAC population has coincided with a 

concerted effort to enroll individuals in PAC, which in turn may have driven demand in this 

area for the services offered by BBH. 
 

In addition, this discussion concerning the extent of BBH clients who were co-occurring 

highlights the longstanding blurring on the part of the mental health and substance abuse systems on 

who pays for the care of individuals with co-occurring disorders.  Specifically, that the payment 

structures in the two systems are so different (a carved-out fee-for-service system for mental health 

versus a managed care and grant-based system for substance abuse) perhaps creates a financial 

incentive to treat co-occurring patients through the mental health system to the maximum extent 

clinically appropriate.  There has been work in the past two interims concerning the integration of 

behavioral health services, work that is expected to continue in the 2011 interim.  Payment structure 

reform will have to be a part of that discussion. 
 

 Ultimately, in the case of BBH, in addition to referring concerns to other agencies and taking 

specific actions on certain claims, MHA’s discontinuation of payments for partial hospitalization and 

intensive outpatient services for the uninsured as part of cost containment and changing BBH’s 

service model away from extensive use of partial hospitalization services has resulted in a significant 

reduction in BBH claims from $19.1 million in fiscal 2009 to $10.8 million in fiscal 2010 (through 

claims made by October 31, 2010), a drop of 44%.   
 

 In conclusion, MHA has the ability to review claims data and perform other audits and 

reviews if it considers a provider’s billing practices are suspect.  Yet, as MHA admitted in the case of 

BBH, it perhaps should be doing more.  However, the fiscal 2012 budget contains no budgetary 

initiative to improve oversight (for example, by hiring more auditors or increasing the use of outside 

audit resources).  MHA should be prepared to detail what changes it is prepared to make in 

oversight of the community mental health fee-for-service system, especially since there is no 

new funding dedicated to that effort in the fiscal 2012 budget. 
 

 It should also be noted that in addition to enhanced financial oversight, it is important that 

MHA improve oversight of provider performance through the expansion of meaningful outcomes 

measures beyond outpatient care.  While MHA is working to at least get some information from 

outpatient surveys on individuals who are also using psychiatric rehabilitation providers services for 

example, this lack of a more complete outcome measurement system remains a weakness in the 

fee-for-service community mental health system. 
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3. Residential Treatment Center Capacity 
 

  During the 2010 session, in response to a recommendation to reduce residential capacity at 

RICA-Baltimore and RICA-Gildner, budget bill language was added withholding funds until MHA 

submitted a report concerning the future need for RTC capacity statewide.  That report has been 

submitted and raises several key questions. 
 

  The report notes the RTC operational capacity in public and private facilities in the State is 

624 beds, as shown in Exhibit 17.  However, actual RTC populations are far below that.  Monthly 

vacancy data for calendar 2010, for example, shows vacancies that can range from 52 to 120 beds in 

any given month (with higher levels during the summer).   

 

 

Exhibit 17 

RTC Operational Bed Capacity 
 

Name 

Bed 

Capacity 

Specialized 

Beds for 

Sex Offenders 

Specialized 

Beds for 

Youth with 

Co-occurring 

Disorder 

Specialized 

Beds for 

Youth Who 

Are Court 

Involved 

Adventist – Anne Arundel 30  No  No  No  

Adventist – Eastern Shore 59  No  Yes  Yes  

Adventist – Rockville 88  No  No  No  

Good Shepherd Center (Baltimore) 105  No  Yes  No  

The Jefferson School (Frederick) 53  Yes  No  Yes  

Mann (Baltimore) 68  No  Yes  Yes  

Chesapeake Treatment – New Directions 

    (Baltimore) 29  Yes  No  Yes  

RICA – Baltimore 36  No  No  No  

RICA – Rockville 32  No  No  Yes  

Villa Marie (Baltimore) 76  No  No  No  

Woodbourne (Baltimore City) 48  Yes  No  No  

 
RICA:  Regional Institute for Children and Adolescents 

RTC:  Residential Treatment Center 

 

Source:  Department of Health and Mental Hygiene; Department of Legislative Services 
 

 

  The report also notes that based on shorter length of stays, the increased availability of 

alternative community-based slots under the RTC waiver, and the expectation that communities will 

be more accepting of treating youth with specialized needs, the demand for RTC beds will 

significantly decline in the near future (see Exhibit 18).  The report further notes that it will work 

with RTCs as beds are de-licensed to utilize beds in a different way, for example, serving youth who 

are currently served out-of-state in non-RTC placements.   
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Exhibit 18 

RTC Beds and RTC Waiver Capacity 
Fiscal 2010-2013 

 
 

RTC:  Residential Treatment Center 

 

Source:  Department of Health and Mental Hygiene; Department of Legislative Services 
 

 

  While the report offers a clear view of a future with a much-reduced RTC system, concerns 

have been raised about ensuring that sufficient RTC capacity remains to provide care for youth for 

whom RTC level residential care is appropriate and with the fact that this vision relies on the 

extensive availability of RTC waiver slots.  Certainly, the availability of alternative slots is a 

prerequisite to downsizing RTC capacity as envisaged in the report, and it is clear from the report and 

from other actions taken by MHA (for example, the recently awarded Care Management Entity 

provider federal grant) that this is the path it intends to move down. 

 

  The report was lacking in terms of what this vision means for the two State-run RTCs, or 

RICAs.  Despite laying out a path where even in fiscal 2012 the utilization of RTC beds is 

significantly reduced, it was deemed premature to delineate and justify the roles of the private and 

public RTCs, citing the need to see how the RTC waiver program works as it has only completed one 
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year of full implementation.  At the same time, as noted earlier, MHA has been aggressively reducing 

private RTC expenditures through decreasing lengths of stay and other efforts.   

 

  Ultimately, the report does lay out a vision for a system of care for troubled youth with 

serious mental health and other behavioral needs that combines more community-based care and less 

institutional care than currently provided.  This is the model of care that is generally accepted to offer 

the best outcomes for the youth in that system.  Given current RTC vacancy levels and the 

conclusions of the report concerning the system of care for these youth, DLS makes the same 

recommendation as made in the fiscal 2011 budget analysis, namely to reduce residential 

capacity at RICA – Baltimore and RICA – Gildner.  This proposal reduces residential capacity 

while preserving the day programming at those facilities. 

 

DLS also recommends that the fiscal 2011 funding withheld pending the submission of 

this report be released.  Absent any objections raised during MHA’s budget hearings, a letter to that 

effect will be drafted for the approval of the budget committees after the hearings. 
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Recommended Actions 

 

1. Add the following language:  

 

Provided that a total of $4,183,265 in general funds and 73 full-time equivalent regular 

positions shall be reduced from the budgets of the Regional Institute for Children and 

Adolescents – Baltimore and the John L. Gildner Regional Institute for Children and 

Adolescents by reducing residential capacity at each facility to 16 beds.  Further provided 

that a total of $1,836,315 in general funds appropriated for the operation of the Regional 

Institute for Children and Adolescents – Baltimore and the John L. Gildner Regional Institute 

for Children and Adolescents may not be used for that purpose and instead may only be used 

to support residential services in private residential treatment centers or community-based 

residential treatment diversion programming.  

 

Explanation:  The language reduces operational support for residential placements at the 

Regional Institute for Children and Adolescents (RICA) – Baltimore and RICA – Gildner by 

reducing residential capacity to 16 beds at each facility.  A portion of the savings, as well as 

73 positions, is reduced.  The remainder is allocated for treating youth in private residential 

treatment centers (RTCs) or in community-based RTC diversion programming.  According to 

the Mental Hygiene Administration, there is sufficient private RTC capacity and community-

based RTC diversion programming to accommodate this reduction.  At the same time, the 

reduction will not impact day programming that occurs at RICA – Baltimore and RICA – 

Gildner. 

  
Amount 

Reduction 

 
Position 

Reduction 

2. Reduce funding for Veterans Behavioral Health 

Coordination to more closely align with actual 

spending.  The fiscal 2012 budget includes $563,000 

for this activity.  Fiscal 2010 expenditure levels were 

$269,000, and projected spending levels in 

fiscal 2011 based on year-to-date expenditures are 

$204,000.  The reduction does not impact spending 

on services for veterans. 

$ 300,000 GF  

3. Add the following language to the general fund appropriation:  

 

, provided that $200,000 of this appropriation made to support the operations of Springfield 

Hospital Center may not be expended for that purpose but instead may only be used to fund 

an independent study that includes: 
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(1) an analysis of short- and long-term population and placement trends to determine the 

potential demand for State-run psychiatric hospital capacity including the maximum 

appropriate use of community-based alternatives; 
 

(2) best practices for facility operations including size and building configuration; 
 

(3) appropriate site locations based on future demand; and 
 

(4) any other information the Department of Health and Mental Hygiene (DHMH) 

considers important in determining the future need for State-run psychiatric hospital 

capacity. 

 

Further provided, that the cost of this study shall be shared among all of the State-run 

psychiatric hospitals.   

 

DHMH shall submit a copy of the study to the budget committees by December 1, 2011.  

Any funding not used for this restricted purpose may not be transferred by budget amendment 

or otherwise for any other purpose and shall revert to the General Fund if the study is not 

undertaken.  

 

Explanation:  The language restricts $200,000 in funding throughout the State-run 

psychiatric hospitals to be used for a report on the future demand for State-run psychiatric 

hospital capacity. 

 Information Request 
 

Independent study on the 

future demand for State-run 

psychiatric hospital capacity 

Author 
 

DHMH 

Due Date 
 

December 1, 2011 

  
Amount 

Reduction 

 
Position 

Reduction 

4. Delete 3 chaplain positions at Spring Grove and 

Springfield Hospital Centers while retaining a 

reduced amount of funding ($20,000 at each facility) 

for contracts to support the spiritual needs of facility 

patients.  The Eastern Shore Hospital, Finan Center, 

and Perkins Hospital utilize contractual religious 

support to meet the religious needs and rights of their 

patients.  This action applies the same model to 

Spring Grove and Springfield. 

184,128 GF 3.0 

 Total General Fund Reductions $ 484,128  3.0 
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Updates 

 

1. Community Mental Health Services Expansion in the Wake of the Closure 

of the Upper Shore Community Mental Health Center  
 

One cost containment action taken by BPW in fiscal 2010 was the closure of the Upper Shore 

Community Mental Health Center (USCMHC).  As part of the decision to close USCMHC, a series 

of community service expansions was proposed.  The 2010 Joint Chairmen’s Report (JCR) asked for 

MHA to report to the committees on the status of that community service expansion. 

 

In submitting the report, the department outlined these specific services: 

 

 Expanding community-based services includes the development of an emergency operations 

center with a hotline that handled 1,355 calls in the first three months of operation, the 

establishment of mobile crisis teams who had 139 dispatches through the first four months of 

operation, the establishment of four behavioral health crisis beds which had served 8 clients 

with an average length of stay of five days in the first two months of operation, a mobile 

treatment team serving the lower shore that had assisted 20 clients, and residential 

rehabilitation beds to transition patients from the USCMHC and Eastern Shore Hospital to the 

community that have served 16 patients. 

 

 Given the preponderance of co-occurring admissions to USCMHC, specifically of individuals 

with a primary diagnosis of substance abuse, expanding residential substance abuse treatment 

capacity through the Kent County Health Department, accommodating 200 admissions 

annually with an additional 16 residential beds bringing the total to 40 beds.  Those 40 beds 

combined have served 238 people in recent months. 

 

One additional element of the report was to review the feasibility of reopening a 20-bed unit 

at USCMHC.   The report concluded that re-opening such a facility would cost $4.4 million, and 

given that the Eastern Shore Hospital center remains below capacity, a move to increase institutional 

psychiatric capacity on the Eastern Shore was not appropriate, especially given the development of 

additional community resources. 

 

 

2. Core Service Agency Funding Priorities 

 

 The 2010 JCR report asked MHA to prepare a report outlining CSA funding support and 

funding priorities in the context of ongoing cost containment to CSA funding.  The report submitted 

to the legislature provides detail on CSA expenditure levels by function as well as overall spending 

levels.  Exhibits 19 and 20, which are based on fiscal 2011 State general fund only support, provide 

details on CSA spending by function as well as service level spending.  
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Exhibit 19 

CSA Fiscal 2011 State Funded Grants 
 

 
Administration Service Funding Total 

Allegany $251,869 $733,961 $985,830 

Anne Arundel 194,191 2,864,461 3,058,652 

Baltimore City 955,721 9,343,266 10,298,987 

Baltimore 294,313 2,608,094 2,902,407 

Calvert 72,710 766,337 839,047 

Carroll 181,581 395,592 577,173 

Cecil 98,297 250,991 349,288 

Charles 81,037 949,994 1,031,031 

Frederick 164,201 859,389 1,023,590 

Garrett 76,497 503,546 580,043 

Harford 164,919 1,853,701 2,018,620 

Howard 128,053 1,194,539 1,322,592 

Mid-Shore Counties 220,768 2,335,981 2,556,749 

Montgomery 534,641 4,172,620 4,707,261 

Prince George’s 395,032 2,498,572 2,893,604 

St. Mary’s 56,515 544,903 601,418 

Washington 194,047 1,402,480 1,596,527 

Wicomico/Somerset 170,492 551,453 721,945 

Worcester 79,169 307,371 386,540 

Total $4,314,053 $34,137,251 $38,451,304 

 

 
CSA:  Core Service Agency 

 
Source:  Department of Health and Mental Hygiene; Department of Legislative Services 
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Exhibit 20 

CSA Non-administrative Grant Funding by Service Type 
 

Housing and homelessness $5,334,000 

Special placement 1,126,577 

Workforce development 1,329,096 

Forensic services 4,286,669 

Consumer, family, and peer support 5,659,468 

Crisis Response 6,985,506 

Clinical support 3,365,106 

Deaf and hard of hearing 830,680 

Special children, adolescent, and transitional services 5,220,149 

Total $34,137,251 

 

 
CSA:  Core Service Agency 

 
Source:  Department of Health and Mental Hygiene; Department of Legislative Services 

 

 

 Finally, each CSA outlined three priorities for additional funding for each CSA.  Start-up and 

one-year of operating funding for these priorities amounted to almost $15.3 million.  However, in the 

context of a fiscal 2012 budget which reduces available CSA funding by almost $1.5 million, the 

conversation will be more about what existing administrative costs/services will be reduced rather 

than what new priorities will be funded. 
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 Appendix 1 

 

 

Current and Prior Year Budgets 

 

Fiscal 2010

Legislative 

Appropriation $665,285 $8,636 $296,285 $8,295 $978,500

Deficiency 

Appropriation 1,138 0 0 0 1,138

Budget 

Amendments -506 14,698 14,154 436 28,781

Cost 

Containment -43,743 -8 -13,125 0 -56,876

Reversions and 

Cancellations -502 -2,847 -955 -2,537 -6,842

Actual 

Expenditures $621,672 $20,478 $296,358 $6,193 $944,701

Fiscal 2011

Legislative 

Appropriation $627,277 $23,369 $321,854 $5,773 $978,272

Budget 

Amendments -51 245 0 0 195

Working 

Appropriation $627,226 $23,614 $321,854 $5,773 $978,467

Note:  Numbers may not sum to total due to rounding.

Current and Prior Year Budgets

Fund FundFund

Reimb.

Fund Total

($ in Thousands)

DHMH – Mental Hygiene Administration

General Special Federal
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Fiscal 2010 
 

The fiscal 2010 legislative appropriation for MHA was reduced by almost $33.8 million.    This 

change reflects: 
 

 One deficiency appropriation for $1,137,834 related to the closure of the Upper Shore 

Community Mental Health Center (USCMHC).  As part of the decision to close USCMHC, a 

series of community service expansions was agreed to, consistent with actions that the 

department has taken in the past with regard to facility closure.  Specifically, funding was 

used to maximize the use of POC beds on the Eastern Shore, expand community-based 

services including the development of an emergency operations center, mobile crisis teams, 

four behavioral health crisis beds, access to urgent care clinics, Assertive Community 

Treatment teams, additional psychiatric staffing capacity at Chester River Emergency 

Department, as well as a range of ancillary services, and expand residential substance abuse 

treatment capacity through the Kent County Health Department. 
 

 Cost containment taken by BPW in July, August, and November 2009 totaling just under 

$56.9 million, including just over $43.7 million in general funds, a minimal amount of special 

funds, and over $13.1 million in federal funds.  In addition to furlough reductions and other 

personnel actions such as the elimination of the nurse retention bonus, key general fund cost 

containment actions are shown in Exhibit 21. 
 

 

Exhibit 21 

Mental Hygiene Administration 

Major Fiscal 2010 Cost Containment Actions 
General Funds Only 

 

Personnel savings at psychiatric hospitals from facility closure, downsizing, conversion of units to 

different levels of intensity etc. $14,028,039 

Utilization review 6,500,000 

Utilization review of intensive outpatient services (in lieu of partial year 2% community provider rate 

reduction) 3,600,500 

State psychiatric facility operational savings 3,082,674 

Elimination of 0.9% inflation adjustment for community providers  2,332,046 

Reduction based on RTC utilization  2,306,709 

CSA savings 1,300,000 

Savings in ASO contract based on most recent award 798,733 

Savings in inpatient costs from a lower than budgeted HSCRC update factor 629,924 

Spring Grove high-cost atypical antipsychotic drug utilization review 400,000 

 
ASO:  Administrative Services Organization  HSCRC:  Health Services Cost Review Commission 

CSA:  Core Service Agency   RTC:  Residential Treatment Center 

 

Source:  Department of Legislative Services; Department of Budget and Management 
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 Cost containment reductions were partially offset by almost $28.8 million in budget 

amendments.  Specifically: 

 

 General fund budget amendments reduced the appropriation by $506,000, with 

close-out realignment of communications, health insurance, and other personnel costs 

more than offsetting a small $55,000 increase through an internal reorganization. 

 

 Special fund budget amendments increased the appropriation by just under 

$14.7 million.  Of this, $14.5 million was a transfer from the Health Care Coverage 

Fund to cover expenditures derived from the Medicaid expansion to eligible parents, 

with $200,000 being increased contributions from the Kent County Alcohol Unit to 

cover maintenance and other operating expenses at USCMHC to recognize the 

increased utilization of space at the facility by that unit.   

  

 Federal funds increased by just under $14.2 million.  Major increases included 

$14.5 million representing the federal fund match to the Medicaid expansion funding 

noted above, as well as $1.75 million in Medicaid funds as a result of the State 

resuming federal fund claims for Targeted Case Management.  The major decrease in 

federal funds was just over $2.1 million in lower than anticipated spending on 

alternatives to residential treatment center placement. 

 

 Various reimbursable fund amendments added $436,000 to the appropriation, of which 

almost half ($204,000) represented reimbursement from the Maryland Emergency 

Management Agency for snow removal costs. 

 

 Reversions and cancellations further reduced the fiscal 2010 appropriation by just over 

$6.8 million, including $502,000 in general funds.  The general fund reversion was primarily 

from a planned reversion in Veteran’s Behavioral Health service funding ($450,000).  

Significant special fund cancellations included lower than anticipated tenant revenue at the 

Carter Center and RICA-Southern Maryland as well as lower than anticipated local 

educational support at RICA-Baltimore based on actual enrollment.  Federal fund 

cancellations were primarily in Medicaid funds based on actual expenditure levels.  

Reimbursable fund cancellations were primarily derived from lower than anticipated 

expenditures in the RTC diversion initiative. 

 

 

Fiscal 2011 
 

 To date, MHA’s fiscal 2011 appropriation has been increased by $195,000.  The realignment 

of a position from the Carter Center to the Deputy Secretariat of Behavioral Health reduced the 

general fund appropriation by $51,000 but this was more than offset by an additional $245,000 in 

special funds derived from higher tenant shared service costs at the Upper Shore Community Mental 

Health Center.   
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Appendix 2 

 

 

Audit Findings 

 

Institution Audited RICA-Gildner 

Audit Period for Last Audit: December 1, 2007 – July 13, 2010 

Issue Date: September 2010 

Number of Findings: 0 

     Number of Repeat Findings: n/a 

     % of Repeat Findings: n/a 

Rating: (if applicable) n/a 

 

 

 

Institution Audited Clifton T. Perkins 

Audit Period for Last Audit: July 21, 2006 – August 30, 2009 

Issue Date: June 2010 

Number of Findings: 5 

     Number of Repeat Findings: 1 

     % of Repeat Findings: 20% 

Rating: (if applicable) n/a 

 

Finding 1: Perkins did not independently verify charges by a contractor for pharmacy personnel 

services or procure emergency psychiatric services in accordance with appropriate 

statute and regulation.  The department concurred with this finding and the audit 

recommendations. 

 

Finding 2: Perkins had inadequate controls and recordkeeping procedures for certain 

pharmaceutical drugs.  The department concurred with the finding but not all of 

the audit recommendations.  Specifically, the department did not agree with the 

recommendation to investigate differences between physical inventory counts and 

related inventory records. 

 

 Finding 3: Perkins was not adequately monitoring pharmaceutical invoices to ensure that the 

costs charged were appropriate.  The department concurred with the finding but not all 

of the audit recommendations.  Specifically, the department did not agree with the 

recommendation to develop in conjunction with DGS a process to identify statewide 

contract discounts for invoice verification purposes noting that this is DGS’ sole 

responsibility and that DGS has indicated that it already has a process in place to 

accomplish this identification. 

 

Finding 4: Perkins had inadequate physical inventory and equipment recordkeeping procedures.  

The department concurred with this finding and the audit recommendations. 
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Finding 5: Perkins had inadequate internal controls over payroll adjustments.  The department 

concurred with this finding and the audit recommendations. 

 
*Bold denotes item repeated in full or part from preceding audit report. 

 

 

Institution Audited Walter P. Carter 

Audit Period for Last Audit: August 1, 2006 – September 30, 2009 

Issue Date: April 2010 

Number of Findings: 1 

     Number of Repeat Findings: 0 

     % of Repeat Findings: 0% 

Rating: (if applicable) n/a 

 

Finding 1: Carter had inadequate accounts receivable procedures for tenants.  The department 

concurred with this finding and the audit recommendations. 

 

 

Institution Audited Spring Grove 

Audit Period for Last Audit: June 16, 2006 – May 31, 2009 

Issue Date: March 2010 

Number of Findings: 5 

     Number of Repeat Findings: 2 

     % of Repeat Findings: 40% 

Rating: (if applicable) n/a 

 

Finding 1: Contract awards made by Spring Grove appeared questionable.  The department 

concurred with this finding and the audit recommendations. 

 

Finding 2: Internal controls over cash receipts were inadequate.  The department concurred with 

this finding and the audit recommendations. 

  

 Finding 3: Spring Grove had inadequate internal controls over patient fund accounts.  The 

department concurred with this finding and the audit recommendations. 

 

Finding 4: Dietary and certain pharmaceutical materials and supplies inventories were 

inadequately controlled.  The department concurred with this finding.  However, 

it noted the impracticality of implementing one of the audit recommendations 

related to this finding, namely investigating all differences between physical 

inventory counts and inventory records and accounting for all unused drugs 

returned to stock.  The department’s response notes a subsequent agreement 

between the Office of Legislative Audits, DGS, and the department on an 

alternative proposal to increase monitoring. 

 



M00L – DHMH – Mental Hygiene Administration 

 

 

Analysis of the FY 2012 Maryland Executive Budget, 2011 
41 

Finding 5: Spring Grove did not properly account for, and control, equipment received in 

conjunction with the closure of Crownsville Hospital.  Additionally, required 

physical inventories of equipment were not conducted and required records were 

not maintained.  The department concurred with this finding and the audit 

recommendations. 

 

 
*Bold denotes item repeated in full or part from preceding audit report. 
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Object/Fund Difference Report 

DHMH – Mental Hygiene Administration 

 

  FY 11    

 FY 10 Working FY 12 FY 11 - FY 12 Percent 

Object/Fund Actual Appropriation Allowance Amount Change Change 

      

Positions      

01    Regular 2,913.05 2,891.05 2,891.05 0.00 0% 

02    Contractual 166.79 184.51 183.11 -1.40 -0.8% 

Total Positions 3,079.84 3,075.56 3,074.16 -1.40 0% 

      

Objects      

01    Salaries and Wages $ 208,721,320 $ 203,666,501 $ 214,237,960 $ 10,571,459 5.2% 

02    Technical and Spec. Fees 8,857,595 8,349,235 8,422,408 73,173 0.9% 

03    Communication 587,458 705,156 569,693 -135,463 -19.2% 

04    Travel 114,483 139,939 118,487 -21,452 -15.3% 

06    Fuel and Utilities 9,808,645 11,344,636 10,888,449 -456,187 -4.0% 

07    Motor Vehicles 590,436 644,523 596,763 -47,760 -7.4% 

08    Contractual Services 698,609,019 736,039,859 805,845,053 69,805,194 9.5% 

09    Supplies and Materials 15,432,449 16,350,522 16,069,698 -280,824 -1.7% 

10    Equipment – Replacement 644,868 325,553 273,395 -52,158 -16.0% 

11    Equipment – Additional 471,545 300 6,496 6,196 2065.3% 

12    Grants, Subsidies, and Contributions 310,283 331,553 335,750 4,197 1.3% 

13    Fixed Charges 553,153 569,411 518,411 -51,000 -9.0% 

Total Objects $ 944,701,254 $ 978,467,188 $ 1,057,882,563 $ 79,415,375 8.1% 

      

Funds      

01    General Fund $ 621,671,834 $ 627,226,208 $ 676,863,331 $ 49,637,123 7.9% 

03    Special Fund 20,478,276 23,614,370 23,287,084 -327,286 -1.4% 

05    Federal Fund 296,358,229 321,854,069 351,992,594 30,138,525 9.4% 

09    Reimbursable Fund 6,192,915 5,772,541 5,739,554 -32,987 -0.6% 

Total Funds $ 944,701,254 $ 978,467,188 $ 1,057,882,563 $ 79,415,375 8.1% 

      

Note:  The fiscal 2011 appropriation does not include deficiencies.  The fiscal 2012 allowance does not include contingent reductions. 
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Fiscal Summary 

DHMH – Mental Hygiene Administration 

 

 FY 10 FY 11 FY 12   FY 11 - FY 12 

Program/Unit Actual Wrk Approp Allowance Change % Change 

      

01 Mental Hygiene Administration $ 683,691,462 $ 722,237,110 $ 792,158,194 $ 69,921,084 9.7% 

03 Walter P. Carter Community Mental Health Center 4,979,835 336,027 146,456 -189,571 -56.4% 

04 Thomas B. Finan Hospital Center 17,839,976 17,948,278 18,385,264 436,986 2.4% 

05 RICA- Baltimore 12,159,628 12,276,588 12,745,389 468,801 3.8% 

06 Crownsville Hospital Center 1,319,533 1,389,177 1,323,501 -65,676 -4.7% 

07 Eastern Shore Hospital Center 17,435,569 17,697,212 18,439,829 742,617 4.2% 

08 Springfield Hospital Center 69,467,543 70,890,076 72,927,519 2,037,443 2.9% 

09 Spring Grove Hospital Center 73,637,188 76,693,022 79,563,415 2,870,393 3.7% 

10 Clifton T. Perkins Hospital Center 46,108,315 47,128,835 49,946,398 2,817,563 6.0% 

11 RICA – Gildner 11,763,049 10,574,825 10,958,078 383,253 3.6% 

12 Upper Shore Community Mental Health Center 6,224,656 1,240,796 1,249,386 8,590 0.7% 

14 RICA – Southern Maryland 74,500 55,242 39,134 -16,108 -29.2% 

Total Expenditures $ 944,701,254 $ 978,467,188 $ 1,057,882,563 $ 79,415,375 8.1% 

      

General Fund $ 621,671,834 $ 627,226,208 $ 676,863,331 $ 49,637,123 7.9% 

Special Fund 20,478,276 23,614,370 23,287,084 -327,286 -1.4% 

Federal Fund 296,358,229 321,854,069 351,992,594 30,138,525 9.4% 

Total Appropriations $ 938,508,339 $ 972,694,647 $ 1,052,143,009 $ 79,448,362 8.2% 

      

Reimbursable Fund $ 6,192,915 $ 5,772,541 $ 5,739,554 -$ 32,987 -0.6% 

Total Funds $ 944,701,254 $ 978,467,188 $ 1,057,882,563 $ 79,415,375 8.1% 

      

Note:  The fiscal 2011 appropriation does not include deficiencies.  The fiscal 2012 allowance does not include contingent reductions. 
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