NACBHD Summary of the Administration’s FY 2008 Budget Proposal Overview: This week, President Bush released his proposed $2.9 trillion budget for Federal Fiscal Year (FFY) 2008, which begins on October 1, 2007. The administration projects a FFY 2008 budget deficit of $244 billion. As in past budgets, non-homeland security domestic discretionary spending is proposed to be cut in real terms, with a one percent increase before inflation is taken into account.

While many of the proposals made by the administration for FFY 2008 will likely be rejected by a Democratically-controlled Congress, the budget will place many programs in a defensive posture.

Mental Health, Substance Abuse and Developmental Disability Funding

SAMHSA

The Bush Administration proposes a $159 million cut in funding for the Substance Abuse and Mental Health Services Administration (SAMHSA) in fiscal year 2008. Although the President’s budget proposes that the Center for Mental Health Services (CMHS) Block Grant remain at the FY 2007 level of $428.5 million, CMHS is expected to see a $76.6 million cut to its’ budget; primarily in the Programs of Regional and National Significance (PRNS). With the passage of the FY 2007 CR these programs will remain at a level of $263.3 million, the FY 2008 budget proposes $186.6 million.
The Center for Substance Abuse Treatment (CSAT) Block Grant is level funded at $1.75 billion. Additionally, Access to Recovery (ATR) will be funded at $98 million with $25 million going towards treatment for methamphetamine. Please see the chart below to compare 2007 and 2008 funding.
National Institutes of Health (NIH)

The three institutes of interest within the National Institutes of Health (NIH) are essentially level funded for FY 2008 for an overall budget of $28.7 billion. The National Institute of Mental Health (NIMH), the National Institute of Drug Abuse (NIDA) and the National Institute of Alcohol Abuse and Alcoholism (NIAAA) are each proposed slim increases. 

Housing

Section 811 housing has been slated for cuts a third year in a row. This is the sole program that provides affordable and accessible housing for low income individuals with disabilities. As for human services needs, no funds were allocated for the new law; Combating Autism Act of 2006. The Vocational Rehabilitation Act, the supported employment program that assists individuals with obtaining employment, is proposed to be cut by $54 million. 

Medicaid

The administration is again proposing a number of Medicaid administrative and legislative reforms that have been offered in the past. The proposals would reduce funding by over $25 billion over the next five years. Most of these cuts would shift costs to state or local governments:
Administrative Cuts: Over $12.7 billion in savings over five years are assumed by issuing regulations.

The budget assumes the implementation of the proposed rule issued on January 18, 2007, by the Centers for Medicare and Medicaid Services The federal Centers for Medicare and Medicaid Services (CMS).  This sweeping proposal is targeted specifically at public and other safety net providers which would cut federal Medicaid payments by $3.87 billion over five years. The regulation takes a variety of approaches which would have the effect of severely restricting the ability of states and counties to finance health systems serving their most vulnerable populations. The rule also applies to the State Children’s Health Insurance Program. Comments on the rule are due March 19, 2007.

The rule would:

· Impose cost limits on Medicaid payments that would have the effect of only covering the cost of the service provided, with no margin for using funds to supplement coverage of the uninsured.

· Restrict the types of allowable sources of IGT and CPE funding by limiting IGTs to tax revenues and CPEs only for services documented and reimbursed under a Medicaid cost-based reimbursement method.

· Restrict the definition of “unit of government” by only allowing those entities with “generally applicable taxing authority” to be able to contribute to the non-federal share of Medicaid through IGT’s and CPE’s. The proposal appears to limit participation to only those entities that are an “integral part” of a unit of government, which may disqualify many types of providers, including some university hospital systems and other institutions considered currently to be ‘public’.

· Provide CMS with broad authority to audit a wide variety of transactions and imposes a number of new expenditure documentation requirements that are subject to CMS review and audit.

The rule may also affect the ability states to enact and finance initiatives to expand health coverage to uninsured populations.

The proposed regulation would become effective September 1, 2007, leaving little time for state legislatures and county governments to enact conforming legislation and administrative changes to their current programs. The rule also applies to states that are operating CMS-approved Section 1115 waiver programs. It appears that the terms and conditions of many of those waivers would have to be changed to comply with the proposed rule, including, if applicable, the use of IGTs and/or CPEs and the overall amount of spending allowed in the waiver.

This proposal last year generated widespread bi-partisan opposition, but no legislative action has been taken to stop it. Interested parties have until March 19, 2007 to comment on the proposed rule. 

Rehabilitation Services: Via a proposed regulation, the administration again proposes to restrict reimbursement for Medicaid rehabilitation services, saving $230 million in FFY 2008 and $2.3 billion over five years; 

School-Based Services: Via a proposed regulation, the administration again proposes to prohibit using Medicaid to pay for school-based administration and transportation costs of Medicaid eligible children.  The cut would save the federal government $615 million in FFY 2008 and $3.64 billion over five years;

Graduate Medical Education: Via a proposed regulation, the administration is proposing a new proposal to eliminate Graduate Medical Education payments to safety net providers, including public hospitals, saving $1.78 billion over five years. These funds are used by providers to help pay for the costs of treating the uninsured.

Legislative Cuts: Over $13 billion in savings over five years is proposed through statutory changes to be approved by Congress.

Targeted Case Management: In addition to the Targeted Case Management (TCM) limits placed under last years’ Deficit Reduction Act, the administration is again proposing additional curbs to the program, including limiting federal reimbursement of the costs to 50 percent for all states. This proposal would cut TCM funding by $1.1 billion over five years;

Cost Allocation Changes: The administration again proposes through legislation to change the manner in which administrative costs are allocated under Medicaid. It notes that the 1996 TANF law capped administrative funding under the program, and included administrative costs for Medicaid in that capped grant. Because of that, the administration proposes to reduce Medicaid administrative funding to reflect the costs covered by the TANF block grant. The estimated federal savings is $280 million in FFY 2008 and $1.8 billion over five years;

Administrative Reimbursement Cuts: The administration proposes to ‘streamline’ administrative match rates, to 50 percent for all administrative expenses under the program, saving $945 million in FFY 2008 and $5.3 billion over five years. 

SCHIP

The administration proposes to provide $5.4 billion to fund SCHIP in FY 2008, a 4 percent decrease from FFY 2007. In addition, the proposal includes an "additional allotment" of $5 billion for SCHIP over five years, despite projections that at least $15 billion is needed to maintain coverage for current beneficiaries. 

The administration’s budget justification states that it seeks to return to the "original objective" of SCHIP: to provide health insurance for children in families with annual incomes less than 200% of the federal poverty level.. Budget documents note that 16 states cover children above that level. 

This proposal is likely to be rejected by Congress, given the desire to at least cover those families currently receiving SCHIP.  No state expansions of coverage would be possible under the administration’s available funding.

Comparison of Funding Levels for FY 2008 Budget Request and FY 2007 Final Funding Level
	

	FY 2007  (CR still pending in Senate)
	FY 2008 Administration Request

	Substance Abuse and Mental Health Services Administration (SAMHSA)
	$3.205 billion
	$3.046 billion

	Center for Mental Health Services (CMHS)
	$884.2 million
	$807.6 million

	CMHS – Programs of Regional and National Significance (PRNS)
	$263.3 million
	$186.6 million

	Center for Substance Abuse Treatment (CSAT) – Programs of Regional and National Significance (PRNS)
	$395.2 million
	$348 million

	Center for Substance Abuse Treatment (CSAT) – Substance Abuse Prevention and Treatment (SAPT) Block Grant
	$1.758 billion
	$1.758 billion

	Center for Substance Abuse Prevention (CSAP) – Programs of Regional and National Significance (PRNS)
	$193 million
	$156 million

	Projects for Assistance in Transition from Homelessness (PATH)
	$54.3 million
	$54.3 million

	State Incentive Grants (SIG’s)
	$25.7 million
	$19.7 million


	National Institutes of Health (NIH)
	$28.9 billion
	$28.7 billion

	National Institute of Mental Health (NIMH)
	$1.4036 billion
	$1.4054 billion

	National Institute on Drug Abuse (NIDA)
	$1 billion
	$1 billion

	National Institute on Alcohol Abuse and Alcoholism (NIAAA)
	$436.3 million
	$436.6 million


	Department of Housing and Urban Development (HUD)
	$38.3 billion
	$35.2 billion

	Section 811 funding
	$231 million
	$125 million
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