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	Expenditures
	
	Revenues
	
	FTEs
	
	TLTs

	2019-2020 Revised Budget
	
	$690,027,793
	
	$659,134,526
	
	155.3
	
	0.0

	2021-2022 Base Budget Adjust.
	
	($2,986,243)
	
	($14,758,798)
	
	(0.2)
	
	0.0

	2021-2022 Decision Packages
	
	($131,034,386)
	
	$77,257,537
	
	0.0 
	
	0.0

	2021-2022 Proposed Budget
	
	$556,008,000
	
	$567,119,000
	
	155.1
	
	0.0

	% Change from prior biennium
	
	(19.4%)
	
	
	
	
	
	

	Dec. Pkg. as % of prior biennium
	
	(18.9%)
	
	
	
	
	
	

	Major Revenue Sources: Medicaid, non-Medicaid State, General Fund, grants. 

	Base Budget Assumptions: (1) 0.0% GWI for 2021; (2) 2% GWI for 2022; (3) Federal, non-Medicaid, and Intragovernmental revenues are based on current contract levels.



DESCRIPTION

The Behavioral Health Fund supports the Behavioral Health and Recovery Division (BHRD), in the Department of Community and Human Services (DCHS). BHRD provides oversight and management of the publicly funded mental health and substance use disorder (behavioral health) service system for eligible county residents. Since 2016, the behavioral health system in Washington has gone through a state-mandated transformation culminating in the integrated managed care (FIMC) system that now operates in King County. 

BHRD now contracts with five Managed Care Organizations (MCOs) to administer the King County Integrated Care Network (KCICN). The KCICN is the Medicaid-funded network of integrated physical and behavioral health providers. BHRD continues to serve as the Behavioral Health Administrative Services Organization (BHASO) for the King County region and administers the State-funded crisis behavioral health system, including the Involuntary Treatment Act Court and other non-Medicaid-funded behavioral health services. BHRD also manages programs funded through the Mental Illness & Drug Dependency (MIDD) 1/10th of 1 cent sales tax.[footnoteRef:1]  [1:  The various MIDD funds have separate decision packages and are discussed elsewhere in this staff report.] 


SUMMARY OF PROPOSED BUDGET AND CHANGES

The Executive's proposed Behavioral Health Fund budget consists primarily of significant reductions in almost all programs supported by state flexible dollars that are not required under State law beginning in 2022. Executive staff stated that these proposed reductions are the result of a "longstanding imbalance between State flexible funding for behavioral health and the growing needs in the community, plus the ever-increasing costs of the Involuntary Treatment Act court." FIMC was implemented in the County in January 2018 at which time Medicaid funding was delivered directly to the MCOs who have entered into individual agreements with the County to contract back and serve as the administrator for the KCICN. The ending fund balance in the proposed budget for this fund is approximately $238,000 with a reserve shortfall of $8.4 million at the end of the biennium. Reductions for a number of key programs are proposed to begin in 2022, as discussed in Key Issue 1 below.

The Proposed Budget also includes a reduction in Medicaid inpatient expenses of $102.3 million. This is the result of the MCO's taking over responsibility for this line of business and the County no longer serving as the administrator for this program. Additionally, there is a decrease in expenditure authority of $15 million to match the updated estimates of the implementation of a new payment model for Medicaid outpatient services that was implemented mid-2020. Executive staff indicate this was implemented in anticipation of new actuarial changes as the State transitions Medicaid rate-setting authority for behavioral health beginning in January 2021. The Proposed Budget also includes a $15 million transfer from the MIDD Fund to the Behavioral Health Fund. This transfer is proposed to increase to $20 million in future biennia and is intended to backfill the structural gap in the Behavioral Health Fund due to FIMC.

KEY ISSUES

[bookmark: _GoBack]ISSUE 1 – COUNCILMANIC HOUSING SALES TAX

[bookmark: _Hlk52521675]The Executive transmitted legislation with the Proposed Budget that would impose an additional 0.1% sales tax for affordable housing and behavioral health programs[footnoteRef:2]. Revenue and expenditure projections for this proposed sales tax are detailed in the Health Through Housing staff report and Proposed Ordinance 2020-0337 staff report. Executive staff indicate that, "it is the Executive's intent that a portion of the new revenue would be used to cover the costs of the programs proposed for reduction in 2022. The Proposed Budget postponed cuts until 2022 in order to give the Council time to make a decision on the sales tax proposal and to allow for the necessary notice period under State law to pass before new revenue is realized." Council analysis indicates that if the proposed sales tax were adopted by Council and implemented beginning July 1, 2021 approximately $8.7 million would be generated for behavioral health programs. This amount would increase if the proposed sales tax were adopted on an earlier timeline.  [2:  Proposed Ordinance 2020-0337.] 


The programs listed below are proposed to be reduced in the proposed budget by the amounts listed (totaling approximately $8.6 million). These reductions would result in programs either being terminated entirely or eliminate access for non-Medicaid eligible individuals beginning in 2022. Executive staff indicate that "if the Health through Housing sales tax were adopted, the Executive recommends that Council use a portion of revenue proceeds from the tax to restore these reductions completely." 

· Next Day Appointments ($196,478)
· Homeless Outreach, Stabilization, and Transition (HOST) program ($659,226)
· Medication Assisted Treatment ($2,795,548)
· Extraordinary Treatment Program[footnoteRef:3] ($545,544) [3:  The Extraordinary Treatment Program provides intensive behavioral health support services and ancillary services (e.g. guardianship, housing support, room & board or personal needs allowance) to individuals who previously experienced long-term hospital stays costing over $1 million per person per year.] 

· Substance Use Disorder (SUD) Advocacy Program ($198,147)
· SUD Residential Treatment Services ($362,013)
· Mental Health Residential Treatment Services ($2,706,244)
· Transition Support Program[footnoteRef:4] ($905,481) [4:  TSP connects individuals who have been involuntarily detailed under the ITA with discharge planning with the aim of reducing the lengths of their stays in community hospitals or E&Ts. ] 

· Crisis Respite Program[footnoteRef:5] ($267,753) [5:  Crisis Respite provides short-term intensive case management, referrals to treatment, medication monitoring, and assessment for housing eligibility.] 


The adoption of this sales tax, and whether to use the proceeds to backfill these reductions, is a policy choice for the Council to consider. 

[bookmark: _Hlk52545739]ISSUE 2 – $15 MILLION TRANSFER FROM MIDD TO SUPPORT THE BH FUND

The proposed Behavioral Health Fund budget includes a $15 million transfer from the MIDD Sales Tax Fund. This money is proposed to be used to backfill the revenue gap in the Behavioral Health Fund and could support programs separate from those outlined in the MIDD Service Implementation Plan (SIP). Council staff analysis indicates that the MIDD SIP approved by the Council in Ordinance 18406 provides flexibility in the use of MIDD funds "to respond to the changing needs of the county's population." State law prohibits the use of MIDD tax revenue to supplant existing funding.

Executive staff indicate that this transfer has been presented to the MIDD Advisory Committee (AC) as part of the regular monthly financial presentations. This item has not been discussed with Advisory Committee as a standalone proposal. Executive staff state that if Council approves this transfer, DCHS staff would then make a proposal for how the money would be used that would then be reviewed by the MIDD AC for recommendation. 

This transfer and use of MIDD money to backfill the Behavioral Health Fund structural gap is a policy choice. Policy and legal analysis are ongoing.





