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Introduction 

Good morning, Chairperson Henderson, and members of the Committee on Health.  I 

am Wayne Turnage, Deputy Mayor for Health and Human Services (DMHHS) and Director of 

the Department of Health Care Finance (DHCF).  It is my pleasure to report on Mayor Muriel 

Bowser’s proposed Fiscal Year 2027 (FY2027) Budget and Financial Plan for DHCF.  As the 

Mayor stated in her recent presentation of the proposed budget, the District does not suffer 

from a lack of revenue.  For FY2026, the Council approved a budget that called for $12.0 

billion in local spending.  At the conclusion of the Executive’s budget formulation process for 

FY2027, the Mayor submitted a balanced budget proposal with $11.8 billion in proposed local 

spending – 98 percent of the approved FY2026 budget. 

Still, multiple factors made this budget development process one of the most 

challenging on record for the District of Columbia.  To discuss the Mayor’s budget proposals 

for DHCF, I am joined by the agency’s experienced and hard-working Executive Management 

Team spearheaded by Melisa Byrd, our Senior Deputy and Medicaid Director, and April 

Grady, our wonderful new interim Deputy for Finance.  As you recall, April has directed the 

work of our robust research and data management operation and now steps into the 

considerable footprint left by the departure of Angelique Martin.  Working with our Policy 

Director, Eugene Simms, DHCF’s Chief Medical Officer, Dr. Chimene Liburd, and our Chief 

of Staff and Chief Operating Officer, Melanie Williamson, this team labored long hours with 

our agency fiscal officer, Darrin Shaffer, to analyze and put forth the weighty proposals that 

define DHCF’s FY2027 budget recommendations. 

The work of this group was also shaped by DHCF’s team of exceptionally capable 

Administrators and senior staff who brought to bear the critical thinking, data management 
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techniques, and sophisticated analytics that anchor and underpin the proposals before you.  As 

I have noted in past testimony, this group’s uncommon knowledge of the arcane Medicaid 

program, their penetrating insight into the operations of the Medicaid and Alliance programs, 

and their willingness to work painfully long hours in this iterative budget process, are vital 

factors in the development of the Executive’s proposal for DHCF. 

My testimony today focuses on the following issues –  

• The challenges faced in putting together a budget that stands as a bulwark to 
surging pressures that threatened to weaken both the Medicaid and Alliance 
programs. 

 
• The critical steps taken in constructing DHCF’s budget in ways that support 

health care access, benefit stability, and provider pricing. 
 

• The proposed savings initiatives offered to help address the budget gap that 
existed between the approved FY2026 budget, and the anticipated costs 
increases for FY2027. 

 

The FY2027 Budget Formulation Challenges 

The beginning of budget formulation delivered three major challenges that sharply 

impinged on the Mayor’s efforts to establish a balanced budget for DHCF without rending the 

health care safety net in the District.  Most formidable was the existence of a citywide $1.1 

billion budget gap.  With a starting point of the approved FY2026 budget, it was determined 

that efforts to fund these same policies and programs in FY2027 would create the $1.1 billion 

budget hole.  As shown by the graphic on page 4, the principal reason for this problem was a 

$700 million decline in revenue.  This was a function of slower revenue growth, smaller 

forecasted future revenue surpluses, and a decline in the District’s federal workforce – 

reductions attributed to the sweeping cuts imposed by the Department of Government 

Efficiency.  Exacerbating the revenue challenges were projected changes for the expense side 

of the budget.  Unaddressed, these pressures – rising costs for key human services programs, 
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projected overtime pay, and infrastructure cost increases – would have added $450 million to 

the approved FY2026 budget. 

The Mayor addressed this significant funding gap and submitted a balanced FY2027 

budget of $11.8 billion by implementing several strategies.  Through a combination of smartly 

designed savings initiatives and a reduction in the scope of some publicly funded programs, the 

Mayor generated more than $800 million in savings.  Revised revenue estimates, additional 

projected surpluses, and some minor tax and fee changes added $461 million to the city’s 

projected revenues, allowing the Mayor to not only close the historic budget gap, but make 

additional investments in programs across key functional areas of government, including the 

health and human services cluster. 

Specifically, while wrestling with the budget gap, the Mayor had to concurrently 

address sharp cuts to the Alliance program that were approved in the financial plan submitted 

with the FY2026 budget, which included a previously projected $137 million in savings over 

FY 2027 BUDGET CHALLENGE – The Budget Gap
We faced a $1.1 billion budget gap due to…

New or Rising Costs
$450M+

Medicaid Costs
Overtime

SNAP Admin Costs
Retirement Costs
Utilities & Rent

Fewer Resources
$700M

Smaller Surpluses

Slower Revenue 
Growth

Federal Workforce 
Reductions

Time-Limited 
Resources

$1.1B

FY 2026
APPROVED

$12.0B 
Balanced 
Budget

FY 2027
OUTLOOK

$1.1B
Budget 

Gap

$11.3B 
Available 
Resources

$12.4B 
Anticipated Costs

Time-Limited 
Resources

$286M

FY 2027
PROPOSED

$11.8B 
Balanced 
Budget

Time-Limited 
Resources

$346M

We addressed the $1.1 billion gap through…

Current-Year Savings $340M 

FY27 Program Reductions & Savings $469M 

Revised Revenue Estimates $250M 

Surplus & Adjustments $192M 

Tax & Fee Changes $19M  
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the financial plan.  The table below shows the planned cuts that would have been effectuated in 

FY2027, but were restored with the Mayor’s budget submission.  Notwithstanding the budget 

gap, if these cuts were not modified in the Mayor’s current proposed budget, the approved 

reductions would have sharply curtailed coverage for adults in the Alliance program, while 

keeping previous benefit reductions from FY2026 in place for those who remained eligible. 

 

With Medicaid, the challenge was different.  When looking across the cluster, the 

Mayor faced projected increases in Medicaid local costs for FY2027 of $172 million – that 

equates to nearly $860 million in total funds for health care in the District.  Removing these 

costs from the FY2027 budget would have required significant program changes across the 

cluster, while creating access issues for some of our most vulnerable beneficiaries.  Planned 

provider rate increases and projected overall Medicaid enrollment growth along with predicted 

increases for certain special needs populations who have higher medical costs, were critical 

factors behind these expected cost increases. 



DHCF Testimony for Committee on Health Budget Hearing April 29, 2026 

P a g e  6 | 12 

 

Most of this growth (81%) is projected to occur in DHCF’s budget and cannot be 

contained without difficult reductions to beneficiary eligibility levels.  The remaining 19 

percent is based on spending growth pressures associated with the special needs population in 

the Department of Disability Services and clients who receive substance abuse and mental 

health services from the Department of Behavioral Health (see graph below).  

 

The Construction of DHCF’s FY2027 Budget 

DHCF’s proposed budget for FY2027 is roughly $5.3 billion in total funds – federal 

and local.  This is $169 million less than the approved budget for FY2026 which can be mostly 

explained by projected lower spending for the Average Commercial Rate (ACR) funding 

mechanism for hospitals due to limitations in recently passed federal legislation that is 

effective October 1, 2026.  In addition, the FY 2027 budget accounts for lower Medicaid 

enrollment levels due to last year’s shift of approximately 15,000 former Medicaid 

beneficiaries with incomes up to 200% FPL to the Healthy DC Plan operated by the Exchange, 

plus approximately 2,000 former Medicaid beneficiaries above 200% FPL who are eligible for 
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other Exchange coverage.  Moreover, savings proposed by DHCF in provider payments as well 

as pharmacy benefit changes provided smaller reductions in the total budget. 

In terms of local funds, however, the proposed budget supports a $64 million increase 

(see table below).  This increase is produced by three factors.  First, the budget maintains 

coverage levels from FY2026 for both Medicaid and the Alliance programs.  Though the 

coverage levels are the same, the populations in both programs are aging and experiencing 

higher medical costs.  Accordingly, DHCF is projecting future increases in spending associated 

with sustaining these eligibility levels.  Second, the Mayor’s proposed budget adds dental and 

vision benefits for adults in the Alliance program and those enrolled in the Healthy DC Plan 

administered by the DC Health Benefit Exchange, thereby further raising local costs.  And 

third, due to lower federal contributions for the agency’s DCAS eligibility system, DHCF had 

to secure an increase in the local budget to offset this loss of federal support with local dollars. 

 

DHCF’s Proposed FY27 Budget Includes $64M in Additional Local Funds

FY27 changeApproved FY26Proposed FY27Budget category and funding source

-$169$5,505$5,336DHCF total
$64$1,055$1,118Local

-$233$4,450$4,217Federal & other
-$205$5,220$5,016Provider services

$36$942$977Local
-$240$4,279$4,038Federal & other

$36$285$320Program administration*
$28$113$141Local
$8$171$179Federal & other

* Includes amounts for HBX to add Healthy DC Plan adult dental/vision benefits and for Cedar Hill Regional Medical Center support.

DHCF Proposed FY 2027 vs Approved FY 2026 Budget by Category and Funding Source 
(millions)
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DHCF’s Key Budget Components – Provider Payments.  To more fully understand 

DHCF’s budget, it is helpful to decompose the proposed spending into two component parts – 

provider payments and administrative costs.  As is historically the case, the bulk of DHCF’s 

budget – 94 percent – is dedicated to provider payments.  When budgeting for provider 

payments, the agency must systematically account for reimbursement rate changes, the number 

of insured beneficiaries who will likely access the benefits offered by the providers, and the 

nature of their expected utilization across these services.  Together, these factors determine the 

amount of spending DHCF anticipates needing to pay its network of providers.  The table 

below highlights DHCF’s provider budget for FY2027. 

 

As shown, the total provider budget for FY2027 is expected to exceed $5 billion – most 

of which ($4,923) is attributable to the Medicaid program.  Compared to FY2026, the total 

provider budget is expected to decrease by $205 million because of the previously discussed 

changes in the federal law related to the average commercial rates funding mechanism and the 

DHCF’s FY27 Provider Services Budget Shows a Decrease, But Underlying Costs Are Still Growing

FY27 local 
change*

FY27 total changeApproved FY26 
total

Proposed FY27 
total

Program

$36-$205$5,220$5,016Provider services total

$65-$175$5,099$4,923Medicaid program
(local and federal funding)

-$29-$29$121$92Alliance program (local funding only)

* Reflects difference between proposed FY27 local and approved FY26 local amounts, which are not shown in the table.

DHCF Proposed FY 2027 vs Approved FY 2026 Budget for Provider Services by Program (millions)
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shift of beneficiaries from Medicaid to Healthy DC.  Still, even with that, DHCF anticipates 

spending $36 million more in local funds because the population that remains in Medicaid (and 

Alliance) is older and often presents with more chronic disease or illnesses.  The projected 

increase in local spending for Medicaid is $65 million dollars, but this amount is partially 

offset by the expected decline in Alliance spending due to lower renewal rates for eligible 

members, and the moratorium that freezes future adult enrollments. 

DHCF Key Budget Components – Administration Funding.  The table on page 10 

summarizes the allocated funds in the Mayor’s budget for DHCF’s administrative cost which 

accounts for the remaining 6 percent of total DHCF spending.  As shown, DHCF plans to 

spend more than $320 million in total funds on program administration in FY2027.  This is an 

increase of $35.6 million.  With respect to local funds for administration – which are projected 

to total $141 million in FY2027 – the planned spending reflects an increase of $27.8 million 

with no local change for salaries and fringe benefits.  This increase in local dollars will largely 

fund the DCAS eligibility system to make up for a decrease in federal dollars, along with 

grants that will be paid to Healthy DC to defray the cost of adding dental and vision benefits, 

and $5 million in reserve funding for Universal Health Services to offset losses incurred in the 

operation of Cedar Hill Hospital. 

In summary, the key takeaways from DHCF’s proposed FY2027 budget are as follows:  

• Payments to providers for health care services delivered to DC residents 
account for the vast majority (94 percent) of the proposed budget. 

 
• The funding proposed in DHCF’s provider budget is sufficient to 

maintain Medicaid and Alliance eligibility at FY2026 levels, avoiding in 
the case of Alliance, the sharp reduction in the program for adults that 
was approved in last year’s financial plan. 

 
• Amounts for program administration account for a much smaller share 

of DHCF funding and most of the projected local increase is based on  
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funding for DCAS ($14 million), grants to the DC Health Benefit Exchange 
Authority to fund dental and vision benefits to people enrolled in the 
Healthy DC Plan ($5.7 million), and reserve funding to defray Cedar Hill 
operating losses ($5 million). 
 
• With respect to planned spending reductions, the proposed budget 

captures local savings from efforts that include, for example: 
 
 Elimination of Medicaid payments to teaching hospitals for 

direct medical education (DME), which is a component of 
graduate medical education (GME) that helps fund 
administrative costs such as resident salaries ($14.9 million). The 
indirect medical education (IME) component of Medicaid GME 
is maintained to cover higher costs from, for example, more tests 
or other services ordered by residents in training. 

 
 A more streamlined preferred drug list program for Medicaid 

managed care and the fee-for service program ($1.6 million). 
 

 A reduction in the capitated payment for managed care 
organizations to reflect avoidable costs such hospital 
readmissions ($5 million). 

 A reduction in the number of paid bed hold days for intermediate 
care facilities ($134K). 
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Maximizing The Use Of Federal Grants 
 

To supplement the main work of DHCF in administering policies that provide access to 

health care for nearly 290,000 residents of the District, staff at the agency administer multiple 

federal grants that have varying objectives but are generally designed to drive health care 

quality while lowering the cost of care.  These grants address maternal health issues, reentry 

for returning citizens, improving data quality for behavioral health services, and provide 

funding to support the implementation of a new CMS model that is designed to provide 

increased access to a gene therapy model that aims to improve the poor health outcomes and 

low life expectancy associated with sickle cell disease.  The table below lists each of the 

grants, the associated goals, and the amount of allocated funding. 

 

Conclusion 

Madam Chairman, this concludes my testimony for the budget hearing.  I close my 

remarks by noting that DHCF is not unmindful of the impending challenges that we face in 
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administering the program.  Enrollment growth among older adults and elderly District 

residents who are often struggling with chronic illnesses that require ongoing and costly 

treatment, will test the Medicaid program’s ability to deliver access to quality care in a model 

of effective case management services.  The results from the current model we use to pursue 

this objective – a heavy reliance on manage care plans and more recently the PACE program – 

have frankly, not produced the results we anticipated. 

For Medicaid beneficiaries in general, the system continues to struggle in ensuring that 

insured residents are receiving the right care, at the right time, and in the right place.  For the 

more senior members of the program, there is little evidence to support the view that health 

plans are appropriately managing their members’ care, helping them to avoid more significant 

health care issues and higher cost to the system.  The lack of efficacy with this approach is 

especially frustrating given the millions of dollars we spend each year to fund these case 

management services through managed care.  The problems we identified more than 10 years 

ago continue unabated – the excessive use of the emergency room for low acuity illnesses, the 

costly and counterproductive phenomenon of beneficiaries making copious trips to hospital 

ERs, and the rise of avoidable hospital admissions and readmissions. 

Accordingly, I have asked my team, and representatives for the Federally Qualified 

Health Centers, to reimagine how we might better organize case and care management for 

Medicaid – possibly moving this function and the funding from the MCOs and locating the 

activities with some or all the FQHCs who are on the ground delivering care to Medicaid and 

Alliance beneficiaries.  As DHCF thinks through these issues, my team will be sure to keep 

you apprised of any developments in our thinking. 

We are happy to receive questions from you and members of the Committee. 
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