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Introduction

Good morning, Chairperson Henderson, and members of the Committee on Health (COH).
My name is Wayne Turnage, and I serve as the Deputy Mayor for Health and Human Services and
the Director of the Department of Health Care Finance (DHCF). I am joined in this hearing by my
outstanding executive management team and senior managers at DHCF, as well as my wonderful
staff in the Office of the Deputy Mayor for Health and Human Services (DMHHS). This testimony
focuses on performance issues managed by DHCF in FY2025 through the first quarter of FY2026.
A similar document is provided for the record, under separate cover for the Deputy Mayor’s office.

In managing the Medicaid and Alliance program in FY2025-26, DHCF wrestled with
significant and exigent policy challenges at the federal level in which questions emerged regarding
both the stability of federal funding for the Medicaid program, and the legal viability of the
Alliance program. Additionally, federal lawmakers passed legislation mandating a work
requirement for certain Medicaid beneficiaries which could have far reaching implications for
many DC residents currently on Medicaid.

However, as these policy and program issues are tracked in future months, we must also
grapple with the realities of the District’s financial picture. It was the continued softening of the
District’s revenue base, as captured in the official revenue estimate for the FY 2025 — FY 2029
Budget and Financial Plan of the District of Columbia, that compelled the Executive and the DC
Council to fundamentally alter the District’s commitment to the Alliance program, while pursuing
an alternative health insurance option for Medicaid beneficiaries at the top end of the eligibility
scale.

Though this hearing focuses on past performance and implementation matters, the
Executive faces a challenging set of financial circumstances that will echo through the coming

budget and directly impact near-term program issues, especially for high-cost human services
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programs like Medicaid. I critically note that even with the savings actions that DHCF has
implemented in past years, our Medicaid budget continues to grow at an annual rate that is over
five times the amount of revenue growth for the city. And, as we work through the current budget
formulation process, we know that because of the District’s expiring fund balance, the need to
account for expenses from FY2026 that are not budgeted in FY2027, and the dampened forecast
for revenue growth, DHCF will have to consider additional program changes in Medicaid to right
size the program’s cost structure.

The difficulty of this problem is illustrated by the graph below. As shown, when you
compare DHCF’s approved budgets to the next year’s projected growth, the gap averages more

than $141 million in local funds. Funding that gap over the four-year financial plan would require

an allocation of $566 million in a plan that will be characterized by only modest revenue growth.

Each Year, The Projected Growth For DHCF Health Insurance
Programs Significantly Exceeds The Prior Year’s Budget

Simulated Impact On

DHCF Prior Year Approved Budgets
Compared To Next Year’s Projected Growth
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$1.0438
$9‘iwl I

FY2025 FY2026

$1.162B
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FY2027

$1.056B
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FY2024

i Prior Year’s Budget

DHCF Projected
Budget Need

Financial Plan

Cost Of Funding DHCF’s
Projected Growth Over
4 Years

$566.2

DHCF’s Average
Annual Projected
Need

$141.6M

| FY2024 = FY2025  FY2026  FY2027  FY24FY27 |

While multiple factors are responsible for the persistent upward pressure on Medicaid cost,

the growth in the largest District Medicaid program — managed care — is a key factor. The most
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recent enrollment projections indicate that the number of beneficiaries in Medicaid will exceed the
FY2019 levels (see graph below). When the Centers for Medicare & Medicaid (CMS) paused
disenrollments during the pandemic, beneficiary levels in DC reached a historic high. But when
the pause was lifted, enrollment levels dropped. Now, the data indicate that we should expect
managed care enrollments to soon surpass FY2019 levels. With similar growth trends for the
smaller, but higher cost — on a per capita basis — fee-for-service population, the disproportionate
growth in older baby boomers in Medicaid who bring more acute health care needs, and the
unrelenting pressure from health care inflation — especially provider price increases — explicit cost
containment policies will have to be adopted to abate the rising cost of this program. These

changes are under consideration now as the Mayor prepares to submit her FY2027 budget.

Though Managed Care Medicaid Enroliment Dropped Sharply During
Recertifications Following The Pandemic, The Numbers Began To
Increase In FY2024 And Are Projected To Exceed Pre-Pandemic
Levels In FY2026 and FY2027

Federal PHE declared Jan. 2020
Eligibility system sync Feb. 2020 Reduction in Medicaid childless
Continuous coverage begins Mar. 2020 Man?ged care Medicaid continuous coverage ended Mar. adult and parent eligibility to
transition Oct. 2020 2023 Federal PHE ended May 2023 138% FPL Jan. 2026
300,000

250,000

.
I
I
I
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100,000
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Madam Chairwoman, the balance of my testimony is structured to provide a high-level
summary of some of the major issues and challenges that DHCF faced in FY2025-26.
Accordingly, I give particular attention to the following topics for this performance hearing:
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e The program modifications that were executed to implement
changes to Alliance eligibility levels and the program’s package of
benefits for adults.

e The Medicaid eligibility changes and successful transition of 15,000
Medicaid beneficiaries to the newly formed Basic Health Plan (Healthy DC
Plan) that is implemented by the Health Benefits Exchange.

e The efforts made by DHCF to improve oversight of the Behavioral
Health provider community, including a concerted strategy to
identify and impose punitive sanctions on those providers who are
engaged in brazen fraud.

e The work underway with DHCF’s new fiscal agent to build an
innovative Medicaid Management Information System (MMIS).

e The challenges DHCF must confront in building a program
infrastructure to successfully meet the challenge of federal work

requirements.

e The status of behavioral health benefit carve-in and its future
viability as a policy proposal.

The Implementation of Alliance And Medicaid Program Changes

In the final formulation and approval of the FY2026 budget, significant changes were made
to the Alliance and Medicaid programs. For both programs the changes were necessary to slow
program growth, in the process relieving some of the pressure on the District’s four-year financial
plan. The savings initiatives that were adopted in FY2026 are carried forward or enhanced for the
coming fiscal year.

Policy Changes for Alliance. The table on the next page summarizes these actions for
Alliance. Notably, the Alliance and Immigrant Children’s programs were projected to cost
nearly $250 million in FY2026 — a prohibitive projection given the District’s fiscal climate. In
response to fiscal challenges, the FY2026 budget included the following changes to the

programs:
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Alliance Policy Changes Adopted in FY2026

FY2026 FY2027

Enroliment freeze for Adults 26 and over. Those who Alliance Adults over the age of 21 at the date of application
fail to renew will lose coverage. will not be eligible for to enroll in the program.

Adults in Alliance who turn 21 years of age will lose eligibility
in the month they turn 21

Persons to be disenrolled on 9/30/2026:
o Enrollees who turned 26 in FY2026
o New enrollees in FY2026 who are aged 21 to 26
o Enrollees who turned 21 in FY2026

e Alliance and the Immigrant Children’s programs were merged
administratively into what is now called the Health Care Alliance.

¢ Alliance eligibility was reduced to 138 percent of the federal
poverty level (FPL) — about $1,800 per month for a single adult. In
in FY2027, eligibility was further reduced to 24 percent of FPL —
roughly $313 per month for a single adult.

e Alliance enrollment was frozen for adults 26 and older, beginning
October 1, 2025.

e The program shifted from managed care to the fee-for-service
environment.

e The scope of covered services was reduced for adults to exclude
long-term care benefits, non-emergency transportation, cosmetic
medication and organ transplants. These changes are also carried
forward in FY2027.
Due in part to the enrollment changes, we are beginning to see significant declines in

Alliance program levels. Moreover, DHCF projects steep declines for the balance of this fiscal

year and into FY2027 (see graph on next page). Just prior to this policy change, the United States
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The Changes To The Alliance Program For FY2026 —
Coupled With Deportation Fears — Have Halted The
Growth In Alliance Enrollments

Alliance Average Monthly Enroliment by Quarter, FY 2019 to FY 2027

Federal PHE declared Jan. 2020 Reduction in adult eligibility to 138%
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Immigration and Customs Enforcement (ICE) stepped up efforts to arrest and deport persons in
the United States who are not lawfully present. Combined, these two factors explain the
enrollment declines for adults that began in the first quarter of 2026 and are projected to drop
below levels that were observed prior to the pandemic in 2019.

DHCEF took several steps to notify Alliance members of these policy changes. Specifically,
we sent a notice of disenrollment to Alliance adults on September 1, 2025. A separate letter about
benefit and delivery system changes was sent to beneficiaries who remained eligible. DHCF
maintained the ongoing Biweekly DHCF Eligibility Meetings with a focus on Alliance changes.
Informational webpages that were dedicated to these program changes were established as well.
DHCEF also established a provider-focused Alliance Advisory Group for input through the
implementation period so that providers could help support a smooth transition.

Policy Changes for Medicaid. Eligibility changes were also adopted for Medicaid (see
table on the next page). Akin to Alliance, single adults with incomes around $1,800 per month

Page 7 of 22



Department of Health Care Finance Testimony for Performance Oversight Hearing, January 29, 2026

Medicaid Policy Changes in FY26 and FY27

FY2026 FY2027

o Imposed program efficiencies on managed care o Changes carried over from FY2026
plans and secured drug rebates

o Small modifications to long-term care o Changes carried over from FY2026

or more, are no longer eligible for Medicaid. Also, parents and Caretaker Relatives (with two
children for example), making around $3,700 per month lose eligibility as well. Finally, single
adults and parents who are above these limits and on Medicare can still have Medicaid pay their
monthly Medicare premiums and cost sharing under the Qualified Medicare Beneficiary (QMB)
program, but they lost their eligibility for full Medicaid benefits as DHCF automatically
transitioned these individuals to QMB-Only coverage on January 1, 2026.

Shift To Alternative Health Plans. DHCF worked with the DC Health Benefits Exchange
(DCHBX) to automatically transition those Medicaid enrollees who lost coverage to alternative
coverage options, including the Healthy DC Plan — known in federal law as the Basic Health Plan.
As of January 8, there were 14,738 individuals between 139%-200% FPL who transitioned from
Medicaid to the Healthy DC Plan. This program offers a new option administered by DCHBX
that will provide no cost coverage to eligible adults. Many services covered by Medicaid are
included except for non-emergency transportation, dental and vision coverage, long-term services

and supports, some community-based mental health, and substance use disorder services (SUD).
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To execute these changes, DHCEF first modified the DCAS eligibility systems in December
2025 to automatically transfer the relevant beneficiaries for enrollment into the DC Healthy Plan
before their Medicaid eligibility expired. Working collaboratively with DCHBX, we sent a
preliminary list of resident names in September 2025, updated it in October, and transferred the
final file in December. DCHBX then enrolled the members without having to contact them for
any data.

The impacted residents were sent notices in September 2025, informing them of their
changing status and pending enrollment in DC Health Plan. Medicaid managed care plans assisted
in this effort by sending information and new cards for Healthy DC Plan to their enrolled members
during December. Other outreach on this policy shift included bi-weekly stakeholder meetings,
monthly beneficiary meetings, Medicaid resource documents, and the use of FAQs.

Enhanced Oversight of Medicaid-Funded Behavioral Health Services

Like all State Medicaid agencies, DHCF operates a Division of Program Integrity Unit
(DPI) to detect waste, fraud, and abuse among health care providers. DPI staff initiate a range of
activities that can result in credible allegations of provider fraud, followed by subsequent
recommendations to suspend payments. In some cases, DPI staff will recommend that appropriate
steps be taken to permanently disenroll providers from the Medicaid program whose actions are
judged to be particularly venal. In FY2025, DPI expanded its focus on this type of fraud by
establishing a new Surveillance and Utilization Review (SURS) unit to specifically target
Behavioral Health and Intellectual and Developmental Disabilities (IDD) Waiver providers for
audits.

During the performance period under review, DPI has initiated significant actions to
improve oversight of and enhance compliance among providers within the behavioral health

provider community. Specific actions included:
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e Developed a strategic plan to ensure compliance and service
quality and conducted a significant number of behavioral health
provider audits which typically resulted in referrals to DPI’s
Investigations Unit before being referred to law enforcement for
criminal investigation.

e Targeted those services billed by behavioral health providers,
including Mental Health Rehabilitation Services (MHRS) and
SUD programs. DPI conducted on site visits of provider offices to
get an accurate assessment of beneficiary engagement and foot
traffic. These visits also helped foster the team’s collaborative
relationships with providers to ensure full compliance with DPI
requirements and oversight activities.

Focus on Reducing Fraud in Community Support Services (CSS). We are especially
concerned about the stubbornly corrupt providers who feign the delivery of community support
services through various criminal artifices that subsequently drain resources from the Medicaid
budget. Though rehabilitation and environmental supports are considered essential to assist
consumers in achieving rehabilitation and recovery goals, the services are regularly debased by
corrupt providers.

The review of utilization data for community support services for the years from FY2019 to
FY2024, offers an objective indicator —more than an indicia of reliability — that the community
supports program is rife with fraudulent claiming among a significant minority of providers (see
graph on next page). At a time when the number of consumers and cost of the non-community
support programs grew by 43 percent and 50 percent respectively over a five-year period, both the

number of consumers receiving community support and the average cost per consumer increased

by 87 percent and 423 percent respectively over this same time.

The path to the flagrant growth in spending can be found in multiple unusual claiming
trends. First, the number of consumers receiving more than 200 units of care in a six-month period
increased from 2,333 (14% of consumers in the first half of FY19) to 13,743 (43% in the 2nd half

of FY24. Second, we have found serious irregularities in consumer transfers. To wit, when a
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The Comparative Growth Of The Behavioral Community
Support Services Cannot Be Credibly Explained Apart From
The Use of Fraudulent Billing Artifices

Comparison Of Program Growth Between Non-Community Service Supports and Community
Service Supports From FY19 TO FY24

Program Cost Growth
423%
i Non-CSS Programs

Enroliment Growth @ cssrPrograms

o,
a3% 57

consumer moves from one provider to another for their services this is recorded as a transfer.
DHCEF and DBH have observed an exceptionally high number of transfers among a small cluster of
providers. One core service agency received 679 consumer transfers in three months!

Collaborative Efforts to Date to Address Growing Behavioral Health Fraudulent Billing.
DHCEF and DPI worked closely with DBH throughout the performance period to ensure that efforts
at fraud prevention and elimination were addressing high priority areas and targeted to concerns
that have been identified within the behavioral health provider community. Most recently, in
November 2025, DHCF and DBH implemented a Prior Authorization (PA) process for CSS that is
auto-adjudicated. Each request includes an attestation signed by the provider that indicates the
provider has submitted the required documents, that the Daily Living Activities score is within the
required range, and that the consumer has signed the beneficiary the transfer form.

Since the implementation of the auto-adjudication process, the Quality Improvement
Organization vendor, Comagine, has discovered thousands of requests that did not meet the

criteria. In auditing the requests, we found the following which further affirmed DHCF and DBHs
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concerns:
e Overbilling for more units than documented.
e Lack of documentation to support reimbursement of service.
¢ Inaccurate and false documentation.

e Encounter notes and treatment plans do not contain the information
required by regulations.

¢ Billing issues, including using wrong codes and place of service
designations.

These data provide DHCF and DBH the ability to more quickly act to revoke fraudulently obtained
PAs and recoup funds. Other efforts to reduce corrupt billing were implemented in FY2025,
including:

e Limited the allowable number of services that could be billed for
one beneficiary to six (6) units per day.

e Limited the allowable number of telehealth services that a
beneficiary was eligible to receive to six (6) units per180 days.

e Limited the allowable number of CSS services that could be billed
for one beneficiary to 200 units per 180 days.

e Required both transferring and receiving providers to sign-off on
consumer choice transfer forms.

e Required Rehabilitation Day Services to be provided in person.

While these controls help address concerns with overbilling, redundant billing, and billing
for services that were not rendered (particularly in the telehealth context), they are not, of
themselves, a panacea. To supplement this approach, DHCF and DPI have also collaborated on
provider outreach and education opportunities to help address questions and confusion related to
these policy changes, as well as educating providers on their obligations to root out bad actors

within their employee networks.
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Provider Payment Suspensions and Decertifications. Based on data collected from these
multiple inputs, DHCF has 15 behavioral health providers on active payment suspension. In
FY?2024, these providers had claims of more than $124 million. Most of these suspensions have
occurred in the past 5 years (see graph below). In FY25 and FY26, DHCF suspended five
providers. Two additional providers were suspended in August of 2024. DHCF recently
determined that credible allegations of fraud existed against an additional three behavioral health
providers, but no suspension has been imposed as of January 16, 2026, due to an active law
enforcement request for that we hold their payment suspensions in abeyance, which allows them to

investigate these providers in a clandestine manner as payments continue.

DHCF Provider Payment Suspensions Recently
Spiked

Imposed BH Provider Payment Suspensions by Quarter:
FY2021-Present

Q12021 Q22021 Q32021 Q42021 Q12022 Q22022 Q32022 Q42022 Q12023 Q22023 Q32023 Q42023 Q12024 Q22024 Q32024 Q42024 Q12025 Q22025 Q32025 Q42025 Q12026

The level of provider suspensions in the last 18 months indicate an increasing focus from
DHCEF and DPI staff on behavioral health provider fraud. DPI’s investigations have identified a

significant number of criminal schemes by behavioral health providers, including:
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e Community Support Workers (CSWs) billing for services that
were not provided that included billing for services for
incarcerated, hospitalized, and/or deceased beneficiaries.

¢ Billing for more services than were provided.

e (CSWs utilizing multiple different providers to submit fraudulent
claims for services that were not rendered.

e Potential tax fraud by providers, as evidenced by the lack of
records related to wage reporting in DC DOES system.

e Impossible day billing, and billing for unusually high numbers of
consecutive days worked, including claims that staff worked every
day for more than a year.

e Reports of illegal inducements being provided to beneficiaries.

e Overbilling/upcoding schemes (billing for higher reimbursement
services than those that were provided).

e False documentation.

During FY25, DHCF worked closely with DBH, the City Administrator, and the Medicaid
Fraud Control Unit to move cases forward and allow administrative actions, including payment
suspensions, to be imposed. Due to these collaborations, the Medicaid Fraud Control Unit
(MFCU) lifted good cause exceptions against multiple providers in FY2025, allowing DHCF to
apply suspensions. In addition, DHCF terminated the provider agreements of six behavioral health
providers in FY26, further strengthening the program.

Given the magnitude of the fraud driving behavioral health benefit cost, DHCF efforts to
abate the growth of illegal claiming will continue and become more aggressive in the near term.
Building DHCF’s New Management Information System

After the completion of a competitive procurement, Gainwell Technology was selected as
the District’s new fiscal agent for the Medicaid Management Information System (MMIS) with go-
live slated for March 1, 2026, and operations starting on March 2, 2026. CMS requires system

Page 14 of 22



Department of Health Care Finance Testimony for Performance Oversight Hearing, January 29, 2026

refreshes every five years. The contract was awarded for an estimated $85.9 million for the two (2)
year base period for the implementation of the system and there are three (3) option years for
operations and maintenance with an estimated annual cost of $28 million. Gainwell replaces
Conduent, which has been DHCF’s fiscal agent since December 2009

Benefits of a New MMIS. The new system will be a Commercial Off-The-Self (COTS)
product. COTS are delivered as packaged hardware or software products which the public can
purchase or lease. COTS solutions are widely used in IT and government contracting to reduce
development time, lower costs, and accelerate deployment. This means the District will benefit
from federally mandated changes being made to the system. So instead of having to bear the cost
of development for new federal requirements related to claims processing, DHCF will only pay to
request custom changes to the product.

The system is also rules-based, and this should reduce the time needed for updates/changes
required to support the program. Providers will also have access to more information through the
Medicaid provider portal. Significant work remains in executing the transition, including
converting 10 years of claims payment data, and providing continued support for the Medicaid data
warehouse

Provider Engagement and Outreach. Providers were initially introduced to Gainwell
through our provider bulletin last fall, where DHCF announced the vendor as our new fiscal agent.
A second letter was sent in November 2025 announcing a change in the implementation date, and
access to companion guides and upcoming dates. The most recent communication was sent to
billing providers that included their assigned trading partner ID and PIN that are required for
registration in the web portal beginning on February 2, 2026. The provider portal went live on
Tuesday, January 20, 2026, giving providers advance opportunity to familiarize themselves with

the new layout, etc. Further, training has been on-going through the development process as we
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lead up to the go-live date. Testing was implemented with a select group providers to evaluate the
claims submission process.

A more comprehensive process will be implemented to train providers on the new portal.
Part I will cover access to the web portal where the provider’s account will be created and
maintained for future access. Part II will cover secured inquiry options like beneficiary eligibility,
authorization, claims inquiry, and access to remittance advices and Electronic Data Interchange
files

Go-Live Process. Gainwell will operate in a hyper care mode for the first 30 days of the
go-live period. This means that there will be extra staff on hand to provide additional telephone
support and rapid responses to issues that may be reported. DHCF will monitor all operations.
There will be no payment the first week of March; the first payments from the new system will be
received by providers on Friday, March 13, 2026.

Additionally, DHCF reporting and data availability may be delayed as the MMIS transition
will impact the Medicaid data warehouse. Existing interfaces will continue as usual. For example,
eligibility feeds to the managed care plans and the pharmacy benefits management system,
provider updates from the provider data management system, and PAs from Comagine. Providers
will be able to report any issue to Gainwell through the call center. DHCF will work with Gainwell
to address issues as they are reported.

Preparing For Medicaid Work Requirements

Based on recently passed federal legislation, beginning on January 1, 2027, as a condition
of initial and ongoing Medicaid eligibility, the childless adult population in the District’s Medicaid
program must comply with community engagement requirements. For purposes of the law, these
“expansion” enrollees under the DC Medicaid program are childless adults aged 21-64, who are not

pregnant, not eligible for Medicare, and do not meet the state definition of “medically frail.” The
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community engagement requirement means that expansion members achieve either of the
following:

e 80 hours paid work.

e 80 hours community service.

e Part-time education enrollment.

e 80 hours of combined work, community service, or education.

e Monthly income is at least equal to 80 x the hourly federal minimum wage or 6
months average thereof.

The graph on the next page identifies the estimated number of DC residents on Medicaid
who will likely be required to meet work requirements to access health insurance. As noted,
approximately 271,000 individuals are enrolled in DC Medicaid (as of November 2025), including
78,000 childless adults with income from 0-138 percent of FPL who will be subject to work
requirements. We anticipate that of this group, 28 percent could potentially meet the requirement
based on their income — which is at least 44 percent of FPL. The remaining 56,000 beneficiaries
may require other community engagement activities or an exemption.

There are multiple allowable reasons for an exemption, including persons who may fall into
any of the following categories:

e Pregnant women
¢ Individuals enrolled in / entitled to Medicare Part A coverage and or enrolled in
Medicare Part B coverage
e Foster youth and former foster youth under 26
e Veterans with rated disabilities
¢ Individuals considered medically frail, including but not limited to:
» Are blind or have a disability
» Have a chronic SUD or disabling mental disorder
» Physical/IDD that significantly impairs one or more their Activities of Daily
Living.
» Serious and complex medical condition
e Individuals participating in SUD / AUD treatment program
e Individuals compliant with SNAP or TANF work requirements
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Roughly, 2 Out of Every 10 Medicaid Beneficiaries Will Likely Face
Work Requirements To Retain Eligibility For Health Insurance

Total Number of Medicaid
Recipients
*271,000

*Based on persons enrolled in DC
Medicaid as November 2025

e Parent/ caregivers of a dependent child 13 years of age or an individual with a
disability
e Released from incarceration within the past 90 days.

To prepare for the possibility of having to operationalize a work program for 56,000
members, DHCF hosted a work requirements workshop in November to kick off planning. The
daylong session included DHS, and we reviewed the known requirements and potential systems
changes that will be needed to execute the program. In addition, DHCF has an internal workgroup
to carry forward the planning and implementation work.

Policy and Systems Planning. Initial policy guidance was issued by the CMS in December
2025. However, formal policymaking (through an interim final rule) is required to be issued by
June 1, 2026. We are engaged with CMS in the work requirement design and development, and we
anticipate the use of a combination of existing system developers as needed, especially DCAS. We
will need to be able to efficiently capture work requirement details, good cause exemptions, and
leverage data matches (i.e. using SNAP, TANF, etc.) to accurately evaluate whether persons are
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exempt, and, if not, whether they have satisfied the work requirement. This means adding new
business rules, interfaces, and verification workflows to link eligibility determinations with
validated work activity.

Our aim is to meet the Minimum Viable Product (MVP) for the January 1% implementation
timeline. MVP is defined by CMS and speaks to what elements CMS expects states to have in
place by January 2027 to be considered compliant with the requirement. Accordingly, we aim to
start system updates as needed in April 2026 with a procured vendor to help with these tasks.

Because access to health care for potentially 56,000 DC residents is at stake, failure is not
an option. This will undoubtedly complicate renewal and application processing for Medicaid
adults and has the potential to suppress enrollment and retention of the childless adult non-exempt
population. Either way, we expect that there will be increased churning of the eligibility rolls due
to the difficulty some residents will have producing the information needed to document their
completion of work requirements and doing so in an automated fashion.

Salazar Settlement Agreement Nears. On October 31, 2025, the District's Office of
Attorney General, with support from the DHCF Division of Children's Health Services (DCHS)
and Office of General Counsel, submitted a draft Settlement Agreement (Settlement) in Salazar v.
District of Columbia. The terms of the Settlement are awaiting approval by the presiding Judge in
the United States District Court. Upon approval, DHCEF is expected to meet the terms of the
Settlement by October 31, 2027, therefore fully vacating the consent decree — the document that
has governed District operations in Salazar v. District of Columbia since 1999.

In anticipation of a successful ruling of the Agreement, DCHS is transitioning the managed
care plans to an alternative performance improvement model that will be tracked as part of the
Division's oversight priorities in FY26. The plans will begin work toward priority areas across the

spectrum of services for children, including well child visit utilization, uptake of pediatric dental
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services, and lead screenings. The plans will be required to pursue these outcomes through new
communication campaigns with enrollees, innovative partnerships with providers and vendors, and
the adoption of additional technological resources.

DCHS’ oversight will be supported by data and other technical resources from the Division
of Quality and Health Outcomes and the Healthcare Reform and Innovation Administration.
DHCEF, in partnership and collaboration with the managed care plans and other sister agencies
serving children in the District, will continue to effectively monitor pediatric preventive and
treatment services utilization to improve health outcomes for Medicaid-enrolled children.

Enrollee Gift Incentives. Managed care enrollees who complete various preventive care
services are eligible to receive a DHCF-approved incentive/gift from their assigned health plan.
The process for accessing the incentive/gift will vary amongst the health plans. During FY2025, a
review of the health plan-wide initiative was conducted to create a structured program designed to
motivate enrollees to engage in preventive care that improves their health and well-being, while
potentially lowering long-term medical costs.

Enrollees can earn rewards (up to $75 per enrollee annually) by completing specific, health-
related target activities (i.e., well-child visit, mammogram, lead testing, and immunizations).
Incentives are non-cash items, most commonly gift cards to major retailers and they must choose to
participate but cannot be penalized for opting out. We eagerly anticipate the end to this consent
decree.

Status of Medicaid Carve-in of Behavioral Health Services

Madam Chairwoman, the last issue discussed in my testimony is the status of the plans to
carve-in behavioral health services into the managed care program. As you recall, the District
initially planned to carve-in all Mental Health Rehabilitative Services (MHRS) and Adult

Substance Use Rehabilitative Services (ASURS) into the managed care program beginning April
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2024. However, in February 2024, the District announced the carve-in was paused given financial
constraints. At the time, we projected a $13 million cost increase related to the managed care
administrative costs. The anticipated savings related to health plan utilization management were
likely “pushed out” beyond the fiscal year because of the extensive and costly “bridge” policies
requested by stakeholders, including the Behavioral Health Association and its members. The
bridge policies that sought to extend prior authorizations for up to 18 months, maintain rates at no
less than the FFS fee schedule, and require plans to contract with all providers, muted any potential
savings in the early years of the plan. Because this costly demand coincided with the budget
challenges that emerged during FY2025 formulation, DHCF pulled the proposal for the carve-in.

Since that time, related efforts to support behavioral health transformation have continued.
Some providers have move forward with building certified electronic health records and
connecting to the District’s Health Information Exchange (57 provider organizations participated in
the Promoting Interoperability Program). DHCEF also revised reimbursement methodologies and
rates to reflect clinical expectations and provider costs, while implementing clinical criteria for the
PA processes for services such as SUDs, residential and community support, and crisis bed
services.

Current Status. DHCF has been engaged by stakeholders about their inclinations for
possibly advancing this policy. Stakeholders expressed the desire to implement the carve-in, citing
potential care coordination and provider network quality improvements. They assert that allowing
the health plans to contract with providers of their choice will more quickly eliminate fraudulent
providers from the system. It is unclear if there is agreement across the stakeholder community
about when to carve-in the services.

In the fall of 2025, DHCF and DBH began discussing the viability of moving forward with

the carve-in for the reasons cited above. However, it was acknowledged that bridge policies would
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have to be reconsidered, more specifically, shortened to allow for the implementation of full health
plan oversight and utilization management to produce more immediate program impacts and
reduce the cost pressure of the carve-in.

My team has begun discussions with our actuary to better understand the financial
implications of a revised carve-in and will present recommendations soon. However, if the
recommendation is accompanied by a significant price tag, it is doubtful that I would move it
forward, considering the current budget climate.

Conclusions

Madam Chairwoman, this concludes my testimony for this hearing. DHCF faces numerous
weighty implementation challenges involving critical aspects of both the Medicaid and Alliance
programs. Moreover, these challenges are considered against the backdrop of larger budget
challenges for the city. My team and I stand ready to address these issues and work with you and
your team as we endeavor to resolve some of the thorniest problems in the Health and Human

Services Cluster.
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