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The 96th session of the General Assembly finished its business on January 12. Due to the number of major decisions that were made, it is more beneficial providing this report now rather than at the end of the month. The new session will be inactive for two weeks while it prepares to begin work on February 1. As such, the next report will be furnished on February 28.

A Frenzied Finale
Playing a game of “beat the clock” the 96th session of the General Assembly ended in a flurry, considering major legislation into the early morning hours of January 12 just ahead of the constitutionally mandated end of the session.  On January 1 the vote requirement necessary to have a bill become effective immediately dropped to a simple majority. So what may have been improbable or even impossible during the veto session or on December 31 became doable one day later.  And the legislature took full advantage.

Post-election sessions are generally non-productive and boring. This one was one for the books.

A 2% jump in the income tax, approving the $3.7 billion in borrowing for the state’s pension payment held over from last May, the continuation of the Governor’s emergency budget powers, wide ranging Medicaid reform, death penalty abolition, restrictions on the free rides for seniors program, and a substantial nursing home provider tax were the major bills that passed and were sent to the Governor, all but Medicaid reform in the final hours. Had the General Assembly had a day or two more there might have been major gaming expansion, worker’s compensation reforms and maybe a cigarette tax increase as well. But those issues got mired and fell off the table. Worker’s compensation reform will be back early in the new session and the odds are that some package will be approved. Gaming expansion is forever being discussed in Springfield but it’s all bark and no bite. The 2010-11version, once again, sunk under its own weight as the proposals for five new casinos, expanded places for current licensees and slots machines at race tracks were too much to the legislature to sign off on.

 Cigarette or other taxes are off the table, probably for a long while as the state looks both to pay down debt with the new income tax proceeds and looks to try to cut as much as possible. Critics of the income tax proposal dismissed the strict spending caps that were included in the income tax increase legislation, arguing that the proposal actually allowed spending to increase 1.3% per year. What wasn’t said was that the 1.3% yearly increase includes the billions of dollars in future pension payments that the state is legally required to make. Those pension payments dollars displace other areas where funds are normally spent so forced cuts over the next four years will have to be made to get the state budget under control.

The new session began at noon on January 12. Bill introductions have begun and the session will begin in earnest on February 1. In the two week interim the leaders in both chambers will assign members to committees and start the process of assigning and hearing bills.

Income Tax Increase

One of the final actions of the 96th General Assembly was an increase in the state income tax to 5% for individuals and to 7% for corporations. Much of the tax will be temporary and is set to expire at the end of 2014. On January 1, 2015 the rate will drop to 3.75% for individuals and 5.25 % for corporations, and on January 1, 2025 the rate will change to 3.25% and 4.8% respectively. The Governor signed the bill on Thursday.

Suburban Democratic legislators succeeded in having strict spending limits included in the legislation. If, according to the bill, the Auditor General determines that the spending limits have been violated then the entire tax increase can be declared void and levels reduced to previous levels. Additionally, both chambers have changed their rules to mandate that if any legislation is advanced to amend the spending limits a three-fifths majority in each chamber would have to approve. In order for that to happen, Republicans would have to go along, so it’s unlikely that would occur. It all means that legislators and Governor Quinn are looking to extricate the state from its fiscal shambles, start paying vendors, and right the fiscal ship and not spend on new initiatives. People don’t believe that taxes are ever temporary, yet it actually did happen in the early 1980s when in a bad economy the legislature raised the income tax temporarily and let it expire. It will be up to them to prove that lightening can strike twice.

The legislature also extended the Emergency Budget Act until the end of the current fiscal year.

This Act gives the governor extraordinary powers to make spending decisions, allows the Governor to initiate emergency rules, allows the Governor to modify or terminate state contracts, and provides for interfund borrowing with interest.

Bonds
A good part of the old adage, “Something old, something new, something borrowed …” also pertains directly to the legislature’s plan to help ease the state’s fiscal plight by selective borrowing. The “something old” and “something borrowed” would be the $3.7 billion borrowing plan to provide the state’s FY2011 pension payment. It passed the House last May but couldn’t muster enough votes in the Senate. (All borrowing must be approved by a three-fifth majority in all cases.) After the income tax bill was approved the Senate took another shot at trying to pass the bill. It was approved with eight votes to spare.

“Something new” was the Governor’s original plan to borrow $15 billion to pay state vendors. Part of the proceeds of the income tax would go to pay off the bonds and vendors, some of whom hadn’t been paid in nine months or longer, would finally receive their money and the state payment cycle would be reduced to 30 days for new invoices. During negotiations during the final few days the amount of the borrowing sought was reduced to $8.75 billion. Unfortunately, this legislation failed by three votes in the House. However, there is every indication that there will be an effort early in the session to resurrect it. Because there will be a dedicated revenue stream until 2025 from the income tax to pay for the bonds, it is likely that it will pass in the near future. Otherwise, add “something blue” to the categories.

Medicaid Reform

Medicaid Reform has been one of those areas where no objection has ever been cited as to the need but finding solutions has been as elusive as finding the proverbial needle in a haystack. But, surprisingly, the legislature was able to fashion a compromise reform bill that sailed to the Governor’s desk that is estimated to save over $800 million in five years by making the program operationally efficient, providing cost savings for a program that has been greatly expanding, and keeping people healthy by redesigning the service delivery system.

.

Some of the main elements are: initiating unified budgeting for long term care requiring state to report to General Assembly on how much is spent and how much can be saved by moving people out of institutions and into community; plugging gaps in the eligibility verification system;  increased data sharing between the Dept. of Revenue and HFS;  cost containment for prescription drugs by allowing 90 day prescriptions for certain generic non-narcotic maintenance drugs, require co-pays up to allowable federal level;  added tools for the HFS Inspector General to use to combat fraud, waste and abuse by initiating recipient restrictions to use of certain pharmacies, etc., recoupment of funds received fraudulently via administrative hearings or referral to state’s attorneys; creation of a comprehensive technology system; and a requirement that over the next four years 50% of Medicaid clients be served by a care coordination program that “wraps service around the client” and meets holistic needs of Medicaid clients.

Fund Sweep Legislation Not Called
That proposed interfund transfers that would borrow from professional regulation with surpluses to help ease fiscal emergencies in other funds that are in deficit, was also a non-starter in the January session. 
ISVMA Agenda
The 2011 ISVMA legislative agenda is under consideration and more information will be provided in the next report, as well as information regarding any new legislation that is filed between now and the end of February that impacts, positively or negatively, the ISVMA and its members.
