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DHSS budget:
Governor Walker’s budget proposal for this legislative session reflects a continuing effort at cost containment and reductions throughout state government.  Fortunately, from a Key Coalition standpoint the budget cuts for DHSS are largely focused on administrative efficiencies, eliminating unfilled positions, and general fund savings through increased federal funding under Medicaid expansion.  With Congress in the process of restricting the Affordable Care Act, there is potential for major impacts on Federal Medicaid funding for Alaska, so our State Legislature and DHSS are keeping a close watch on what happens in Washington, D.C. as this unfolds over the coming weeks.
The Governor’s budget reflects the implementation of  SB74 (Medicaid reform) from last session. That includes directing the Department of Health and Social Services to 
"reduce the cost of... senior and disabilities services provided to recipients of medical assistance under the state's home and community-based services waiver."  In implementing that change, Section 38(d) (1) of SB 74 directs the Department to apply for the 1915(i) option under Medicaid shift eligible recipients from 100% general funded grant programs to the 50% federal/50% general funds.  DHSS is thus using the 1915(i) funding option to refinance services provided through the Community Developmental Disabilities Grant program and reports that 969 individuals accessed CDDG services in FY2015 with an average cost per recipient of $12,008.04 per individual per year, for a total budget of $11,635.8 general fund authority.  All recipients could be transitioned from the CDDG program to the 1915(i) Medicaid option, although changes to the State Plan and regulations are required to implement the new option and will involve extensive public comment.  The department expects the 1915(i) option for community developmental disabilities services to be implemented by January 1, 2018. 
SB 10 Relating to waivers and foster care for severely disabled individuals:
Sen. Mike Dunleavy (R-Wasilla) has introduced SB 10, An Act relating to home and community-based waiver services under Medicaid; relating to personal care services; establishing an adult foster care home license and procedures in the Department of Health and Social Services; and providing for the transition of severely disabled individuals from foster care to adult foster care homes.  SB 10 was referred to the Senate Health and Social Services and Finance Committees. I will be meeting with Sen. Dunleavy this coming week to discuss the bill.
Medicaid Expansion/Reform:

Implementation of Medicaid expansion/reform enacted over the last 18 months based on the Federal Affordable Care Act will be subject of significant legislative attention this session in light of the repealed/replaced/reenactment being considered by Congress and the new President.  As specifics on what is being proposed in Washington come out, DHSS leadership and legislative leaders face a complicated process for factoring those potential changes into next year’s state budget.

Political Overview:

What will likely be a very contentious 2017 session of the Alaska Legislature kicked-off this week in Juneau.  While the state’s ongoing budget deficit and related fiscal challenges will dominate the session again this year, we have a very different political dynamic with Democrats and a group of moderate Republicans having seized control of the State House for the first time in a quarter of a century.

This new coalition in the House has put addressing the state’s fiscal situation and the need for a long range fiscal plan at the top of their priority list for the session. Already it appears that the “long term” solutions the House is likely to put forward may differ significantly from the approaches of the Governor and Republican-controlled State Senate.  Governor Walker and his administration have scaled-back their ambitious “share the pain” approach to generating new revenues from last session, which included a dozen new taxes and tax increases in addition to spending reductions and use of Permanent Fund Earnings to fill the state’s ongoing 70 percent budget shortfall.  This session, the Governor is going into the session leading with only the Permanent Fund Earnings proposal on the revenue side, combined with another year of proposed budget reductions.  

Looming on the horizon is also another major battle over oil and gas investment tax credits, with the House positioning itself to reduce investment credits, the Senate positioning itself to minimize change, and the Governor’s Revenue Commissioner telling legislators this week that the administration “has a bill in its pocket to fix the credit issue” but is holding off on throwing that into the mix at this point.  All of this as the Governor puts forward a much more conciliatory tone in his public comments going into the session, one of the public signs of a change in his approach following the internal shakeup that included replacement of his Chief of Staff and Deputy Chief of Staff over the interim.

The State Senate returns with essentially the same experienced group of Republicans in charge who have run the body for the last four years.  During last summer’s special sessions, the Senate did approve the Governor’s Permanent Fund proposal on a 14-5 vote and appears headed toward the same approach this session, as well as targeting 5% in budget reductions for the coming fiscal year.  

How the new House, returning Senate and more focused Governor will come to agreement on funding the budget is one question. Another is how the House and Senate will work together on the spending side. Already House leaders have dropped the decades-long budget subcommittee process for work on agency budgets, saying instead the full standing committees of the House will write the budgets. This approach will increase the workload and time pressures on an entirely new set of Committee Chairs and support staff in the House.

