
, ' 

" 	 I 

MEDICARE COMPROMISE 

MEDICAL SAVINGS ACCOUNTS (HSAs) AND OTHER PLAN OPTIONS 

• 	 A.'2-year national demonstration MSA program with 
enrollment capped at 3% of Medicare beneficiaries. A 
joint congressional/Presidential Commission to st\,ldy 
and m~ke recommendations as to wheth~r option should be 
continued/expanded. Open enrollment; health screening
prohibited.• , ' , 

• 	 4-year demonstration of private fee-for-serviceplans 
in lO'states. Current-law rules for balance billing; 
premiums for basic Medicare benefit paqkage cannot 
exceed actuarial equivalent of Medicare deductible; 
coinsurance uniform for all beneficiaries. Open 
enrollment; health screening prohibited. 

NO,IIFAILSAFE" OR "LOOKBACK" CAPS ON FEE-FOR-SERVICE 

BALANCE BILLING 

• 	 No balance billing permitted for authorized services 
received out-of~plan. 

• 	 ,Balance billing permitted for private ,fee-for
service demonstration (see above), but limited to 
current-law effective rate for fee-for~service. 

PREMIUMS ABOVE ,MEDICARE CAPITATED PAYMENT 

'. 	 Plans may charge up to their adjusted community rate 
for basic Medicare benefits, but may not exceed 
Medicare payment amount. 

• 	 No limits, on premiums for supplemental benefits if 
full disclosure made. 

MEDIGAP PROTECTION 

• 	 Requlre Medigap plans to accept all benefi~iaries who 
elect coverage during annual 'open enrollment'period to 
protect.those who choose, one of the new managed care, 
plans .but ,then want to r '.turn to traditional fee-for
service Medicare. 

• 	 Allow Medigap plans to charge higher premiums 'to, those' 
who elect Medigap after managed care plans, but plans 
would be required to charge the same ave~age premium 
charged by that plan to beneficiaries with 
comparable demographics (e.g., age). 

,. 



ENROLLMENT 

• 	 Require initial contacts with beneficiaries and 
'enrollment 	to be conducted by third party (i.e., not by 
health plans) for transition period. Secretary would 
contract with' third party to provide information about 
all plans in area. 

• 	 After transition period, plans 'COUld contact and enroll 
beneficiaries directly. Health screening propibited. 

SAVINGS PROPOSALS, 

.... Increase overall Medicare savings to $140 billion. 

• 	 Proposal would charge higher-income beneficiaries a 

Part'B premium up to 75% of program costs, 

beginning at modified adjusted gross incomes of 

$100,000 for singles (phasing up to 75% at $125,000) 

and $125,000 for couples (phasing up to 75% at 

$150,'0'00). This proposal 'could be expected to save 

in the neighborhood o~ .$10 billion over 7 years. 




" 

MEDICAID COMPROMISE 


,NEW 	GENERAL FLEXIBIUTYPROVISIONS FOR STATES, including: 

• ' El.iminate federal waiver process for mandatory enrollment in managed care, 

• - Eliminate federal waiver process for home and community-based care options. 

• 	 Repeal the Boren Amendment. 

• 	 Repeal the cost-base'd reimbursement requirement for health centers/clinics. 

• 	 Repeal requirements for federal review of managed care contracts exceeding $100.000. 

FINANCING' 

• 	 Accept and work off the NGA financing formula to achieve CBO scorable savings, 

(which has no cap and ensures that federill support increases with enrollment), but 

retain current law with 'regard to state matching and provider tax rules. 


EUGmILITY 

• 	 Accept NGA definition of eligibility with the' exception of two modifications' to the 

" kids and disability definitions. ' 


, Retain current law that phases in kids ages 13-18. but repeal requirement that 
makes it impossible for states to "roll-back" optional coverage of kids and 

,pregnant women to the mandatory poverty/coverage levels. 

Retain federal disability designation authority. but restrict it to the definition 
agreed to in the welfare bill, (which excludes alcoholics, chemical and 
substance abuseci, and some definitions of SSI kids from mandatory coverage). ' 

, ' 	 , 

• 	" Empower states 'to use any Medicaid savings to provide coverage of anyone under ISO 
percent of poverty WITHOUT any federal waiver, 

, 

" 



BENEFITS 

• 	 'Accept the NGA benefits definition, but retain appropriate federal standards to ensure 
that the benefits are meaningfuL ' ' 

, Retain current law's: flexib!lity in defining benefits' "amount, duration, and 
scope" as long as it is "reasonable to achieve its purpose," is available 
statewide, and meets the current, law's comparability requirements. . '. ' 

Authorize the Secretary to narrow the definition of. "treatmentll that states must 
provide for children under the EPSOT benefit. ' , 

• 	 Allow states to require nominal, copayments for ,M~icaid HMO coverage. 

ENFORCEMENT 

. ," 

• 	 Accept NGA proposal to repeal the Boren amendment and all other provider right of 
action'suits., ' 

• 	 Accept NGA proposal that requires all state administrative appeals to be exhausted ' 
prior to any court appeal on eligibility or benefits disputes. 

• 	 Preserve individual federal right of action (through the federat' courts) for elIgibility 
disputes, but limit access to federal courts (and substitute state court jurisdiction) over' 
most benefit disputes, ' , 

STRUcruRFJSECOND TIER ISSUES 

• 	 Repeal outdated managed care quality standards, i.e.~ the private/public-75125 
"> enrollment 'rule, and substitute outcomes oriented quality rules. 

• ' 	 Retain federal' nursing home standards and enfQrcement, but eliminate duplicative 
nUrsing home, resident reviews and allow for nurse-aide training to take place in rural 
nursing homes. ' , ' , 

• 	 ,Retain, current federal· family' financial protections, like spousal impoverishinent and . 
protections against liens on family property. 

• 	 Preserve current law protections by drafting reforms off of TItle XIX. 

, " 
, , 



Pbssible Seven-Year Deficit Reduction Plan 

Discretionary:' 

,Mandatory: 

Medicare 

Medicaid 

Welfare 

EITC 

other Mandatory, 

Tax Cuts 

Corporate Loophole 
Gl9~ers, 

CPI baseline 
adjustment 

Deht Service 

$298 

$140 


$62 


$40 


$8 


$67 


-
$317 

$140 

, $35 

$38 

$~2 

$610 , , 



More Troubles for Teamsters, President 


Mentor Faces Corruption Charges, and Election Rules Are Rejected 

By STEVEN GREENHOUSE 

James P. Hoffa, the Teamsters 
president, has suffered two recent· 
setbacks that are likely to .make it 
harder to achieve his goal of ending 
federal supervision of the union. 

In one, a federal judge, using' ex
traordinarily harsh language, reject
ed the rules that the union and the 
Justice Department had developed 
to run next year's Teamsters elec
tion., 

In the other setback, a fede'ral 
oversight board filed charges this 
month that could lead' to the expul
sion of the head of the Teamsters in 

,Michigan, Lawrence Brennan, a 
mentor to Mr. Hoffa who played a 
major role in his ascent to the 
union's presidency. 

The two developments come at a 
time when Mr, Hoffa has vowed to 
improve the image of a uJ;ion that 
was long known for corruption. And 
they come as Mr. Hoffa, who took the 
union's helm 16 months ago, has 
made a concerted effort to persuade 
the 'Justice Department to' end its 
intensive and invasive decade-long 
supervision of' the International 
Brotherhood of Teamsters. 

"It's been a bit of a pipe dream 
.' that federal supervision will end any 

time soon, but these developments 
will certainly make it harder," said 
Michael Belzer, a trucking industry 
expert at the University of Michigan. 

,Last Friday, Judge David N. Edel
stein of Federal District Court in 
Manhattan issued a deCision de
nouncing ttie rules tha't the union and 
government had proposed for next 

. year's Teamsters election. 
"The submissions are a fi:irrago of 

ill advice and misguided; inept, con
troversial and confused argots," he 
wrote. "Their program has the po
tential of bringing grief, strife. con
troversy and corruption." , 

But union and government offi
cials professed some bewilderment 
at the deCision of Judge Edelstein, 
who oversees the federal supervision 
of the union, because he never 
spelled out what specifically he ob
jected to. ' ' 

Potentially 'more damaging to Mr. 
Hoffa were charges that the over
sight board, the Independent Review 

Board, brought against Mr. Brennan. 
The board charged him with master
minding a scheme in which the exec
utive board of a Teamsters local in 
Detroit doubled the board members' 
traditional Christmas bonus. Then 
the board members contributed the 
additional bonus to Mr. Brennan's 
campaign. 

The oversight board maintained 
, that the doubled bonus was a pretext 
to siphon about 530,000 in members' 
dues to finance Mr. 'Brennan's re
election. The board charged Mr. 
Brennan with embezzlement and vio
lation of his fiduciary duties. 

Before Mr. Hoffa was elected 
Teamsters president In December 
1998, he was Mr. Brennan's adminis
trative assistant. Mr. 'Bremlan is 
president of Teamsters Local 33i in 
Detroit and of Teamsters Joint Coun
cil 43, which oversees all of Michi-

An even rockier road 
to ending federal 
oversight ofa union. 

gan's locals, 
When federal of,ficials ruled a dec

ade ago that Mr. Hoffa could not run 
for the union's presidency in 1991 
because he had not worked 'as a 
Teamster, Mr. Brennan helped Mr, 
Hoffa meenhat qualification by hir
ing him as an assistant. 

The oversight board has forward- ' 
ed its charges to the Teamsters exec
utive board to·investlgate. Union offi
cials said Mr. Hoffa has recused him
self because he knows Mr. Brennan 
and the five other Michigan Team
ster offiCials charged. They can face 
fines, suspension 'or even expulsion, 

In a statement, Mr. Brennan said 
that he was innocent. His defenders 
say the charges were based on the 
testimony of just one official, while 
several other Teamster officials 
have testified to the co.ntrary. 
.. "This. is going 'to be a. test for 
. Hoffa," said Ken Pafr, national co
ordinator of Teamsters for a Demo

cratic Union, a faction that .has re
peatedly clashed with Mr. Hofra. 
"His mentor, his benefactor, the man 
who created a posiLon for him to 
become eligible for ,president, has 
been charged with embezzling a lot 
of money. Hoffa says he~s going to 
establish ethics in the Teamsters. 
We're going to see if he has the will to 
follow through here." 

The oversight board did not bring 
charges against Carlow Scalf, a for
mer Brennan assistant who is now 
one of Mr. Hoffa's top aides. In its 
written charges, the oversight board 
assailed Mr. Scalf's testimony as 
misleading and faulted his role in 
moving all the Christmas bonus 
money to Mr. Brennan's.campalgn. 

"The fact is Carlow participated 
fully in the investigation' and was not 
named as a defendant," said Bret 
Caldwell, a Teamsters·spokesman. 
Reg~rding the election rules, 

Judge Edelstein said the union 
should institute and rely on rules 
Similar to those used in the 1991, 1996 
and 1998 elections. Federal monitors 
ordered a rerun election in 1998 after 
finding that aides to Ron Carey, who 
narrowly beat Mr, Hoffa in 1996, had 
siphoned union money into the Carey 
campaign, 

But Teamster officials said they 
had based their proposed election 
rules largely on those of past years. 

Herb Haddad, a spokesman for the 
United States Attorney's office in 
New York, said, "The government 
and the Teamsters are working to
gether to attempt to meet the court's 
concerns." 

Patrick J. Szymanski, the Team
sters general counsel, wrote to the 

. Justice Department yesterday, say
ing that the union was moving ahead 
with its plans to conduct the election 
and hoped the ruling would not delay 
the election. He said the union would 
consult with the department about 
what steps were appropriate in light 
of Judge Edelstein's ruling. ' 

Tom Leedham, an Oregon Team
ster leader who plans,to run against 
Mr. Hoffa next year, said the judge 
must have found the proposed rules 
objectionable because they allow for 
little input in shaping the rules from 
forces other than Mr. Hoffa's.. 
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A Million Parents Lost Medicaid, Study S~ys 

By ROBERT PEAR 

WASHINGTON, June 19 - Nearly 
a million low~inc6me parents have 
lost Medicaid coverage and have 
probably become uninsured since 
Congress and the slates began over
hauling the nation's welfare pro
grams in 1996, a consumer group 
said in a new study today. 

The group, Families USA. said the 
number of low-income parents' en
rolled !l1 Medicaid in 15 states had 
deClined by 945,880. or 27 percent 
to 2,5"17,673 in December 1999, from 
3.503,553 in January 1996. 

Those states are home to 70 per
cent of the uninsured adults who are 
under the age of 65 ami have incomes 
less than twice the poverty level, or 
under $28,300 for a family of three. 
. When it passed a landmark wel
fare law in 1996, Congress tried to 
guarantee continuation of Medicaid· 
coverage for people losing cash as
sistance. But many states did not 
carry out Ihe requirements of the 
law, and until recently federal offi
cials said they were unaware of any 
serious problems. 

Under federal law, people leaving 
welfare are automatically entitled to 
health insurance under Medicaid for 
six monlhs to a year, but states have 
not always provided this coverage. 

Families USA did not trace indi
vidual families who left welfare, but 
other studies have found that adults 
in such families typically take low
paying jobs that do not offer health 
benefits. Even if parents are offered 
insurance by employers, they are 
often unable to pay the premiums. 

Ronald F. Pollack. executive di
rector of Families USA, said: "Our 
study shows that hundreds of thou· 
sands of low-wage working parents 
were cast adrift without health insur· 
ance when they did the right thing 
and found jobs. Most parents moving 
from welfare to work are in jobs that 
proVide no health coverage, but they 
are losing their Medicaid lifeline." 

The study said that Medicaid en
rollment o'f parents had dropped by 
155,846, or 19 percent, in California; 
by 123.630, or 25 percent, in New 
York; by 95,854, or 42 percent. in 
Ohio; and by 106,012, or 46 percent, in 
Texas. 

Mr. Pollack said that New York 
and Ohio had liberalized eligibility 
standards for Medicaid ill the last 
year so more parents would qualify. 

Economists said the number of 
people on welfare and Medicaid 
might b~ expected to decline in a 
booming economy, which has re
duced the unemployment rate to the 
lowest level in three decades. 

But in an interview, Mr. Pollack 
said: "If Medicaid enrollment de
clines while the number of uninsured 
grows, there is obviously a problem. 

UPDATE '--_.._-_._-_. 
Losing Welfare, Losing Medicaid 
A new study finds that since the overhaul oi welfare in 1996. the 
number 01 parents receiving Medicaid has dropped sha,ply in the 15 
states with the highest number of low-income aduits. Hundreds of 
thousands of children also lost Medicaid when their families lost 
weifare benefits. but this loss ofcoverage has been partly offset by 
flew federal and state health programs for cllildren. 

RANK 01' STATE PARENTS OtJ MEDICAID. JAN. 1996·DEC 19"9 
AY I~UM8ER OF PERCENT";GE CHANGE 
LOW·:I~COME ADULTS 

...~.50% .. ~.40 . ~::o ... 39. .'0 .....OtJI,iM8~fl ____EIiJ 64.931·6' Georgia 
......I'liIiIII= ...::2 Texas .....•....... ..1.015:012 

8 Ohio" .............. ··············,....Il5I!lR..firm ...9.?:~.5.~. 
4 Florida .. .....· ......*r.:-....B.2..(782 .. 

,. 13\/irgin.i? .•"IIIII~ .........2.9:0.09. 

14 Louisiana rlll,llllll1Jll.llll~ ...-....1.9:088 . __mm - 38.0921IIIIiI_,-,' -32.54910 Norlh Carolina 

11 .!vhchiga[1 

3' New York 

9 .... PElnnsylvan.i? 
7 	 Arizona 

California 
""" ................................... . 


Illinois 


15 ,Tennessee 

Tc'JTAL. IS STATES 

lII_mD......-::...5.1.:??B.... 
......~. -123.630 

.........................:................IIIi1111111111,~ .....-::.J?:~n5 .. . 
............~~ .::12.:2.02. .. 

"1JIm-::1~?:~4E) 
1lllll1IIU!J::5? 459 

rasa - 12.302._En -" 945,880 

'Slate did nm provide Dec. 1999 data: for Louisiana. most recent figure is for 
July 1999: for New Jersey and Ohio. figure IS for October 1999. 

Source: Farntiies USA from sr,:;He Madicald ;1genCy data 

Leaving welfare for 
low-wagejobs, often 
without health .
Insurance. 

Reductions in Medicaid enrollment 
are. in fact, fueling an increase in the 
number of people who are U1iin
sured." 

Melissa T. Skolfield. a spokes
woman for the Department of Health· 
and Human Services. said: "The re
port by Families USA shows that 
there is a lot of state-to-state varia
tion. States can and should do more 
to expand Medicaid coverage for 
people leaving welfare." 

Until recently, federaJ officials did 
not acknowledge that the 1996 wel
fare law was contributing to an in
crease in the uninsured. In May 1999, 
Ms. Skoifield said it was "too early to 
know for sure if there is a cause-and
ellec(relationship." . 

The New York Times 

Researchers say hundreds of thou
sands of children also lost Medicaid 
when their families lost welfare 
benefits. But the decline in children's 
insurance coverage has been offset, 
to some extent, by the creation of 
ferleral and state health programs 
specifically for children. 

Mr. Pollack said most states im
posed strict limits on the income that 
a parent could earn and still qualify 
for Medica\d. In 32 states, he said, 
parents who work full time at the 
minimum wage of $5.15 an hour are 
conSidered to have too much income 
to qualify for Medicaid. 
. "In Louisiana, ~irginia and Tex

as," Mr. Pollack said, "parents 
working at the minimum wage are 
disqualified from Medicaid If they 
work more than 12. 17 and 18 hours a 
week, respectively." 

In April, the Clinton administra
tion ordered states to restore Medic
aid benefits to families who had been 
improperly deprived of such cover
age. State officials say they have 
begun to comply. 

TUESDA Y, JUNE 20. 2000 
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.Medicaid ccaviDge far AFDC families 


A$ p:ryom CODVasadoD. widl Bob. we lie bopiDg Ihat the AdmiDisaIioD. wiJlr.msit me question 
ofldIcdIa' dlc NGA ~ediQ:id pmposal for AFDC olderdWdtea. and pateIdS is 1bcbestpassi . 
optima.. It seems that it would 1IOtbe very difficull for stales to be~ to foDow,OP.Bm ODe 

ofIbdrpoposal- CD tovercbildR::a. and parems who5C ~meets SlIZ AIDe AlDdants. 
pa.J:liA1a:r1y ifyou translate those SIaIIdard.s ID apc:zcem of,the patttty level. lbus. ia aD)' pea 
~dJ:ktrea dJiIdren OVet' age 12would have to be covered. iftheiriDc:ome wae x: paa:atof 

pavc::ItY (wDh ~... deb!lmiDec1 by measiJdDg 1he st*·s CUl1eat staDd.mt agaiMt the CWieat 


poverty bd). Medicaidasset.IU1es would apply. 


11:te oaly..mkle is Whether ..~ IUlesfar cbiJdten CI'IIez tftlvc and pamus would be' 
, ret;riMcl We have propast:d thai; states be aDowed,to chop deprivation rales as a SlBte opIion. h 
may have a jD;e tag (heau:e it sbGuJ.d be an opdoa. ia1her than ama"date). but givea die VCIY low 
1e'fds of iDco.me that WOlIld be appDr::d to this group ofoIde:r cbikbu aDd pareDIS it is DOt clear 
dJat1be cost would beYay higb.. The apdon aD.ows st:aJa 10 ~lyget away from using 
AFDC rules for Mc:dic:aid piII;pU5a inme ~mt tbatAFDC isn:pealcd. 

OurpoiD.t (as noted in the rmachcd mana) is fbat 1he govcmars' proposal wiIlleavc out I=ge 

IlIJIiI! 811M 11M JlllflglMVIlM ~Ole propnaJ ~ lLere;' asolaIlon lU 
. would natcanydhltaD otthe AI'DC PlGgtam rUles. 'lbD govcIDODiI- sr:ized an the npt 
, approach in their opdolll., b\lt thea. DDcfacut that spp:roach by allowiag the otb« opaoas. 

. ' 

-----_...... 
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Since the begi:mdng of tbe MecBcaid program. eligibility for cash assistauce and eJigiNDty for 

M'Idicaid me beeIL 1fDJre<L I inkaac made sense: APDC was ;ntpded to aid1be~ cIJiJdnm 

and tbeir parems" and it foDowed tba.t 1he same group ofpeople ougbt to qualify farMtJ.UeaId as 

welL Q\rer time, Medicaid eligibility roles have b8en ~ to assma coverage ofsome groups of 

mrcJWdreD aDd ~,womenwithoutIeftard to receipt ofClSh aid.. The e1ifbiUtT linkbetween 

.APJ.)C aDd Medica:id was lUtIiDed, howC'Va'. because ]jun.COfttiDued to be a simple, direct means 
for asmdng tha11be poorest of the poor had bealJ:b QIl'e oow:ragc. 

In light ofproposed changes in the welfare system" however, Jinkaee with cash aSSiSS'8llOO is . 
DO lODger aD. e1fec1i~emeans for assuring Ihatpoor chiJdren and pareIds receive cowzaae UDder ' \ 
'Medicaid Tbe Javemars' welfare pIaD. wooldrepeal the AFDC program aiong with tile federal rules 

thatdete.rmir:le Ibe cateSoties ofpeople who sball receive wdfate payments; the desip of the welfatc 

progmm arprograms &bal w~mpJaceAPDC would be left almOStemiIely io die states. 1be 

qnesrkm of how 10 ~Medicaid e1ig1"bilil)r for tbc cbiJdreD aDd parentS who rio loogcr would be 

pmmteed. coverage tbIougb liDbge Witb AFDC is ,a critical ODe. Approrimatelj 1..5 million 

~ over lIge lZ ,lIlIIljDur mUIio"pllTVllS ClIITendy receive MedicoiJl. based on rMIr ttliglbiIiry 

/orAFDC;' ' 


While dme is svong SUppOtt ~proposals that would doni s18s much p:ata' flexibilily to 

de.sip welfaJe proarams aDd to experimentwith new appmacbes toreduce the welfaze roDs, eVeD the 

IDS8ldrat soppc:4telS of radical welfale reform dO DOt suggest matrefmm it promored by JeaviDg 

miDns ofvery poorehDdmn and pateDfS without'access to.tleaub. cue. 'fbrOughoutmuch ofdie 

weJfue debate in ~Republican leaders have taken the.paii:tian tbat chal1ges in cash 


, assisIaDcc should DOt affect Medicaid eligibility. For enmple. the House aDd me SeDate wclfaEc 
bills IDueht 10 assure commued Medicaid coverage for }XlOr cbildIeu and Ihe.iipan:ats by tequirlDg 
$tala to CO\l8r UDder Medicaid petsoDS who would haw qna1ified for APDC UDder niles .in effect as 

. of MIlch. 1995. 

However. beclUse of tbe close:relati.onship between A:mc ard Medicaid uuda' cuaeat law. 

tbD tuk. of8.SS'IIIiuc that famjlies dJat cu.rreatly receive Mec.ticaicI drmugh tile AFDC linkage would . 

nmJaiD. eligible for MeQlcaId IfAFDC is ftI4'CIled is compJe.x.. The gewemors' plaD tack1a1be issUe, 

but itS 8ppID8Clt his sedDas flaws.. . 


'7T11'fotth CapitoI'stra:t., 1'1£. SW~ 705. washington. DC 2()()O;l Tel: 2()2..408-1080 rax: 202-408-1056 , ....... 
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Under die pbm, swes C01ild cover pareu1S aDd childreuwbo meet the ~·s C1l!reDt A.PJX! 
income IDd asset sfaDdan:Is. But staleS also wOuld have twO other options thatcould result in 
nn1tiODS ofver.y poor ~n aDd panmts 1osiD& Medicaid covmge. TlIe pJan ~uJd allow SUIteS 
with a'bo¥e--avet8fte AFDC ~ starJdaI4s to lower tbeir smndatds to dse nadcmal avenge aDd 

themby to cat Medicaid eligibility sigui&aD.tly. The nmoaal average income litDit is only $399 a 
IftDIIth- Jess 1han $4,800 a ,ear for a famj]y of doc aDd 0Dly 38 ;pm:amt of1he fedaal poverty line.. 
About 53 pagCDl ofme chi1dmJ. over age 11 who rcce!ve Medicaid based OIl thdr leOeipt orAFDC " 
live fa SI8IeS wiIb. APDC JDcome sta.DdaIds above tbe nariODal aw:rage. WbiJe tbere is DO data 

. show1itg how IDIII1J cit tbet!ie c:bildmn have iDco.me ahwe the $399 mODdily avmage AFDC income 
s&lndwd. it is likely that a sign:ificant portion of Ibese cbildreD oonId loseMedk:aid coveqgc UDder 
Cbe JOwGIIOII' pla:L " 

In additiou, 1be govemcn' proposal would allow states the option of Jjmiting CUVC18gC to 
" pe.rsoDS wbo qaalify far aid under wbaJever DeW welfare program the Stale ~y create 1I.1lda' lis 

welfale b10ct gmnt St412S dwresttict die scope of dleir we1fam prog1'2m thn:Ju8h time limhs even 
IDDCh shorter 1ha:n five ~ family caps, &ad otberrale.s could similarly testlictcoverase uakr 
Medicaid 1 'l1ws. uDder 'Ibis optioD, aparent aDd c:bild who bad mu::hed their t:imO limitin a stUc 
"th81limi1ed ~ 10 two years woaJd loSe ellgtb.lJlr;y 10 Medlad.d.u weD lIS c::ash assi.staDce e"ml if 
tile pareut had DOjob, aod the family had DO 5Oun:e of income or health iDs1llaDCe COYalge..2 

ID short, Deither of1Iaese optioas acbiaves tile objective of8$SUIiDg tba1 va:y low-mcome 

dpldcn and pamDIS do nOt lose MedJcaid CovCragc as amsul1 of weIfaIe Cbanges. . 


'1.be foIIowiDg poposal attempts to meet 1bis objea.j:fe, building mille approach adopted by 
the JOVCIIIfJl'8: 

(1) Stdes would be ~ to cover parents BDd chiIdreu oVet age 11 not Jet covered by the 
po~-level pJIasHn jfthejrresources ate bdow die APDC ~ limit aDd 1beiriDoome:is below 
the "·8curreDt A'fDC paymeDi standard. measured as a pe.t'CeZlt of the poverty liDe. For exAmple•. 
DIipofs' AfDC paymentkwd. foe a family of1hree equals 36 pet'CeIIt of the poverty.tiDe.. Undei'1his 

1 UDder the wdfa!e blockgnuU pIOpOsaIs., states cauL:l eveD elimlDa.te c:a$h ~aifDpthe1'.. Por 
. enmpJe,.a 6lII.Ce could 112aU of its welfare bIockgtal!t fuDds to provide clWd care. ~ assi.s1aN:e 

aB4.c1otbiDg"wt.1daers Instmd. of cash _ It is DOt"dear U!Idet the gO'RtJ»rs' plu.whether&tMes tbat took 
the optbl toUakMedkakl wfIh thettnew welfare pJan.would be requ:tftdto ccrrerpersoll5 ~ 
~H 88 well as c:ssh assisIaace fuDded. UDder the bJoct grant.. . . 

2. 'n-e1!lPftl'llJOD maybe proposirtgan addftkmal pftMsioD DOt included In theb' Pebtuary 6th zeso1UtIoll 
thai wauJd, n:taia the eum:at Jaw p!09isicm gnmfiag one-year oftransirtnnal Medicaid cove:age for families 
wJao1sweweIfUe far em.pIoymeIlt. WhtJe INs 'WOUld be D important: imp1'DVel1lent. It would nat reI!iOlve the 
prabJems with the optfoa to Ii.nl: Mec1tcaki coverage with etir)bW.ty for welfare. Fami1ie5 that readl time 

. limJIs,.fDr example.. allCl wM feIN1n unemployed woakl ftOt be helped bytraMl.tkmalMedfc:ald c~. 

http:etir)bW.ty
http:elimlDa.te
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. ojttioD. inmois would be n::quiIed to coverpiIleuL\ ~ olde.t chiIdreD whose income was below 36 
pm;:at oltbcpove.lt¥ leveL AFDC "de.pri98liod" IUles ~ the mJes tbat limit APDC am':12ge to 
families wi1b. cbUdreIl depz:i~ ofparentalalpport) would COIItiRue ID apply, blat __ could be 
giVeD. the option to expmd coverage by elDinaIiag 1bese nanfiDaDcial eligibiliIJ rules..' 

(2.) S1IiIIeS coald be aDow;d the option ofestIbJishing an alllOrnatic eligibility lint bd:wcat 
Medicaid and tbeir DeW welfare p.t;OgI:im (""nnjug APOC is repealed. aDd replaced witb a bloct 
gnnt).. bat t;bis would be III addi~ a1temate mule EO Medicaid eligibility; itwollld DOt te.place 
die iDccmc-based m1es estabIislwl ill (I). . 

. TlIis app108Cll.baS tbe followmg adwntages: . 

• 	 Itassures CODtinued Medicaid eligibility to the poorest chi.JdreD. 8Dd. parents wirhoa.t 
G})"lJdlDI mandatory covetage beyODd cu.rrem law. . 

• 	 It ma'tes Medicaid eligibili1J rules intemally coadsteut All protected sroop of 
people [Ie..,ch:ildlen. pateD1S. prepant WCID8D, ekledyaDd disabled. people) would 
qualify for Medbid based OD. their iDcome. . 

• 	 By de1inkiDg Medicaid eligibility fmm rea;;ipt of w~ sbIIC& canexpelhumt w:ith 
welfare id'oaD.. Siaies are me lOuse their welfam bJoct.grIIlt faDds in imwvatiw: 
ways. siDce adollar ofwelfat8 benefiIs would JW kmger CIlaf widl it tbe obUpfioo to 
prOY.ide the faD:18ftIe ofMedicaid hMe&S A sr.ate could use wd.fare block gmms fJ) 

provide modest tr:aDSpol1atioD ass.istaDce or a ~ eamed iDcome a:edit to WOJki:Dg 

~~~~pOvMyhM~tIioulwOaY~~ul~'1O 
provide Medicaid covemge lot all such people. 

WhDe tbt:Ie is 110 ~ appoech for asSUrirag tbat femmes who DOW =:eive Medicaid 
1IDoa&h tile AP.DC liDbge w:ilI. IeIIlIiD. e'Iiglale for Medicaid if AFDC ismpealed, it DO loDger makes 
_ toB1y CI1 the IiDt bt4wem welfan:IlZId. Md.~ as 1he principal meaDS to assure that pOOr 

. cbiIdreI:laad palBDIS have 8QCeSS to Medicaid coverage. 'I'be appma:Il sugesced hem SUbs1;iblleS an 
ioC:omo-based. mle for'the cash assistaDce liDkage, consis1cIlt with tbc appI08clI adopu:d by Ibc 
goyeDKJIS Ytith l'eSpeCt to othercategories ofpmrected IIOUPS OfbeDeficiaJies, widlout disu»:bi:ng 
c.ummdiffa'eaces among states in teEmS of tile specifie iDcom.e 1im.iJs tbaI would be used in the 
Medieaid proszam. 

~ Over ~, iftile ~phase-In is ~~all c:biJclre:tl under 18 WIth lDCD~beIowtbe 
pave., line wuuldbe cxmncIlritluJut repm to -deprlw.t:ioIL' ruIe5. 1'lms, these cgyerage N1es" as they 

.	pezta1u to da11dwa as opposec1 to pareza#'wouJd, be tamsitiOnal.. assuring that very pooI'dd1dl"e'll over..12 
are tU,eed UDderMedtcald until the pbase-in I.5I5W'I:5 am:rage ofaU children with ~below the 
fJOved,D=. . 
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SUSPENSION, ' 

,(Policy Position offered by Governor Thompson and Governor Bob Miller) 

RESTRUCTURING MEDICAID, ' 

"" PREAMBLE 

For most of the last, decade, health care expenditures in the United States have far , 

exceeaed overall growth in the U.S. economy. And while medical inflation is declining, public 

, and privately funded health ,care, costs continue, to limit the long term economic growth of the 

n~tion. For states, the primary impact of health care costs on state budgets has been in the 

Medicaid program. Annual Medicaid growth over the last decade has been well' in excess, of 

10 percent, and in half of, those years annual growth approached 20 percent. Determining the 

causes' of,' such unbridled growth is difficult. However,' major, contributing factors include: 

congressional expansions in the program, court decisions limiting the states in their ability to 

control costs, policy decisions by' states maximizing federal financing of previously state-funded 

health care programs, and changing demographics. 

Restricting the growth of Medicaid is no easy task. Medicaid is the primary source of 

"health care for low income pregnant women and, children, persons with disabilities, and the 

elderly. 'This year, states and ,the federal government combined will spend more than $140 billion 

in this program providing care to more than 28 million people. The challenge for the nation, 

and Go~ernors as the stewards of this program, is to' redesign ,Medicaid so that health care 

costs are more effectively ,contained and those that truly need health care coverage continue to 

,gain access to that care while giving states the needed flexibility, to maximize the, use of these 


, ,limited health care dollars to most effectively meet the' needs of low income individuals. 


THE NEW PROGRAM 

Within the balanced budget debate, a number of alternatives to the exlStmg Medicaid 

program have been proposed. ,The following, outlines the nation IS Governors proposal that blends. 

the best aspects of the cu"ent program with congressional and administration alternatives 

'toward achieving a streamlined and state-flexible health care system that guarantees health care 


to our most needy citizens. 


Program Goals. The,program is guided by four primary goals., ' 

1. 	 The basic health care needs of the nation's most vulnerable populations must be 

guaranteed. 

2. ' . The growth in health ,care expenditures must be brought under control. ' 

·1 . 



3. 	 States must have maximum flexibility in the design and implementation of 

cost-effective .systems of care. 

4. 	 States must be protected from unanticipated program .costs resulting from economic 

fluctuations in. the business cycle, changing demographics, and natural disasters. 

Eligibility. Coverage remains guaranteed for: 

• 	 Pregnant women to 133 percent of poverty. 

• 	 Children to age 6 to .133 percent of poverty. 

• 	.Children age 6 through 12 to 100 percent of poverty. 

• 	 The elderly who meet SSI income and resource standards. 

• 	 Persons with disabilities as defined by the state in their state plan. States will have a 

funds set-aside requ!rement equal to 90 percent of the percentage of total medical 

assistance funds paid in FY 1995 for persons with disabilities. 

• 	 Medicare cost sharing for Qualified Medicare Beneficiaries. 

~ 	Either: 

- Individuals or families who meet current AFDC income and resource standards 

(states with income standards higher than the national average may lower those 

standards to the national average); or 

- States can run a single eligibility system for individuals who are eligible for a new 

welfare. program as defined by the state. 

Consistent with the statute, adequacy of the state plan will be determined by the Secretary 

of BBS. The Secretary should have a time certain to act. 

Coverage remains optional for: 

• 	All other optional groups in the current Medicaid program. 

• 	 Other individuals or families as defined by. the state but below 275 percent of .poverty. 

BenefItS 

• 	 The following benefits remain guaranteed for the guaranteed populations only. 

-	 Inpatient and outpatient hospital services, physician .services, prenatal care, nursing 

facility services, home health care, family planning serVices and supplies, laboratory 

and x-ray services, pediatric and family nurse practitioner services, nurse midwife 

services, and Early and Periodic Screening, Diagnosis and Treatment Services. (The 

- 2 
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"T" in EPSDT is redefined. so that a state need not cover all Medicaid optional 

, services for childr.en.) 

• 	At a minimum, all other' benefits defined as' optional under the current Medicaid 

program, would remain optional and long term care options significantly broadened. 

• 	States have complete flexibility in defining' amount, duration, and scope of services. 

Private Righl of Action 
. ,. 	 . 

• 	 The following are the only rights of action for 'individuals or classes for eligibility. , 

- Before taking action in the state courts, the individual must follow. a state 

administrative appeals process . 

.:.- States must offer individuals or classes a private right, of action in the state courts 

as a condition of participation in the ,program. 

- Following action in the state couns, an individual or Class' could appeal directly to 

the U.S. Supreme Coun. 

-	 Independent of any state judicial remedy, the Secretary of HHS could bring action 

in the federal couns on behalf of individuals or classes but not for providers or 

health plans. 

• 	 There should be no private right of action for providers or health plans. 

Service DeUvery 

• 	 States must be able' to use all available health care delivery systems for these 

populations without any special permission from the federal government. 

• 	States must not have, federally imposed limits on the number of beneficiaries who may 

be enrolled in any network. 

Provider Standards and ReimburSements 

• 	.States must have complete authority to set all health plan and provider reimbursement 

rates without interference from the federal government or threat of legal action of the 

provider or plan. 

• 	 The Boren amendment and other Boren-like statutory provisions must be repealed. 

• 	 "One 'hundred percent reasonable cost reimbursement" must be phased out over a two 

. year period for federally qualified health centers and lUral health clinics.' 

- 3 
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• 	 States must be. able to set. their o~~ healt~ plan and provider qualifications standards 

and be unburdened from any federal minimum qualification standards such as those 

currently set for obstetricians and pediatricians. 

• 	For the purpose of the Qualified Medicare Beneficiaries program, the states may .pay 

. the Medicaid rate in lieu of the Medicare rate. 

Nursing Home Reforms 

• 	 States will abide by the OBRA '87 standards for nursing homes. 

• 	 States will have the flexibility to determine enforcement strategies for nursing home 
} 

standards and will include them in their state plan. 

Plan Administration 

• 	 States must be unburdened from the heavy hand of oversight by. the Health Care 

Financing Administration. . 

• 	 The plan and plan amendment process must be streamlined to remove HCFA 

micromanagement of state programs. 

• 	 Oversight of state activities by the Secretary must be streamlined to assure that federal. 

intervention occurs only ,when a state fails to comply substantially with federal statutes 

or its own plan. 

• 	 HCFA can only impose disallowances that are commensurate with the size of the' 

violation. 

• This program should be written under a new title of' the Social Security Act.. 

Provider Tares and Donations 

• 	 Current provider tax and donation restrictions in federal statutes would be repealed. 

• 	Current and pending state disputes with HHS over provider taxes would be discontinued. 

Financing. Each state. will have a maximum federal allocation that provides the state with the 

fint1ncial capacity to cover Medicaid enrollees. The allocation is available only if the state puts 

up a matching percentage (methodology to be defined). The allocation is the sum of four 

factors: base allocation, growth, .special grants (special grants have no state matching 

requirement) and an insurance umbrella, des~ribed as follows: 
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1. 

2., 

3. 

4. 

5. 

6. 

Base. In di!termining base expenditures, a state may choose from the following-1993 

expenditures, 1994 expenditures, or 1995 expenditures. Some states may require special 

provisions to correct for anomalies in their base year expenditures. 

Growth. This is a formula that accounts for estimated changes in the state's caseload 

(both overall growth and case mix) and an inflation factor. The details of this 

formula are to be determined. This formula is calculated each year for the following 

year based, on the best available dIlta. 

Special Grants. Special grant funds will be made available for certain states to cover 

illegal aliens and for certain states to assist Indian Health Service and related facilities 

in the provision of health care to Native Americans. States will have no matching 

'requirement to gain access to these federa~ funds. 

The Insurance Umbrella. This insurance umbrella is designed to ensure that states 

will get access to additional funds for certain populations if, because of unanticipated 

consequences, the growth factor fails to accurately estimate the growth in the 

population. Funds are guaranteed on a per-beneficiary basis for those described below 

who were not included in the estimates of the base and the growth. These funds are 

an entitlement to states and not subject to annual appropriations. 

Populations and Benefits. Access to the insurance umbrella is available to cover the cost 

of care for both guaranteed and optional benefits. The umbrella covers all. guaranteed 

populations and the optional portion of two groups-persons with disabilities and the el

derly. 

Access to the Insurance Umbrella. The insurance umbrella is available to a state only, 

after the following conditions are met. 

1. States must have used up other available base and growth funds that had not 

. been used because the estimated population in the growth and base was greater 

than the actual populatitm served. 

2. Appropriate provisions will be established to ensure that states do not have 

access to the umbrella funds unless there is a demonstrable need. 

Matching Percentage. With the exception of the special grants, states must share in 

the cost of the program. A state's matching contribution in the program will not 

exceed 40 percent. 

Disproportionate Share Hospital Program. Current disproportionate share hospital 

spending will be incJudi!d in the base. DSH funds must be spent on health care for 

- 5 



low income people. A state will not receive growth on DSH if these funds constitute 

more than 12 percent of total program expenditures . 
., 

. Provision for Territories. The National Governors' AssociLltion strongly encourages Congress to 

work with the Governors of Puerto Rico, Guam, and other te"itones towards allocating 

equitable federal funding for their medical assistance programS. 
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SECRETARY'S MEDICAID 'TESTIMONY 

HOUSE COMMERCE COMMITiEE 

Mr. Cnalrmon,Congr...man Dlngell and members of tne Committee: thank. 

vou for Inviting ma to testlfv today eboul the most recent MeCllceld proposal 

In1roduced by last month .. 

As this .Committee end 1h'e Congress continue .'co consldel OPtions to re!or!'n 

,ha Meriicsid prC'lor-.-m lind pursue til balanced blidOtt, we appreciate the 

opportunity to .tete clearly the President'li vis;ol1 for reform in tht~ erte. 

The Clinton Administration believes that we must balance the budget by the 

yea' 2002 and give more respo~s;billty to the states and local communities. Bu: 

we must do It in a way that is consistent With the values of our nations. 

AS the President hes said time end time again: We' can balance the budget 

end find cornmon ground •• without turning our becks on our values, our families. 

and our future. 

, 
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In Medicaid, we beliel/e we oan S;V8 the 6tete8 the flexibility thoy nood, 
" 

while maintaining a strong federal-sune pertnersnip b~ilt on a fo~nd8tion of shareD 

re80urces, accountability to the taxpayers, and national protections for the most 

vulnerable A.merlcans, 

Th~t Is why the Pre.sldent hac proposed A eomrT,on sen5e plen thilt b81ancu 

the budget, glvea unllrecedel1tecl11~~jbinLy Lv lhtl tiltlLl:lti, emu r~rurrmi Mt.Uil,;l:Ilu 

without breaking our promises to our cltruns .~ from seniors living In nurslnc 

homes to families struggling to work their way out of poverty. And that is ~hy he 

hu refused to sign legislation which breaks these promises. 

. ) 

The Pre.ldent hos alao mode olGQt that the current etrategv of the majority in 

Congern to lInk welfara reform to unacceptable changes in Medicaid wHi Ieeve him 

no choice but to Vito the entlrt paokage. Wa call on Congr88sionallesder8 to 

abandon the "pol.on pili" Itrategy that Is dnlgned to provoke this veto, and Join In 

the bipartisan efforts of the governors and moderate bipartisan groups In both 

HQUIeI of CongQSI to an;ct IIiIn.lble reforms for both Medicaid ind Welflrl, 

Medicaid provides vlully important health end long-term care coverage for 

approximately 36 million Americans end their families: 

Q It provides primary and preventive cara for 18 million low-Income 
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children; 

o 	 It covers e million indl\liduals with disabilities •• prO\liding the health. 

rehabilltetion, and long-term care services thet would otherwise be 

unaffordable for these Indl\llduals and their families; 

o 	 It cover6 4 million senior citizens.·, InClUding long·term eire benefits 

that prO\llde financial protection for beneficiaries, spouses. and the 

adult children of those requIring nursing rome care. 

o 	 Finally. it pays the MedicBra premium Ann tC''Ha ~r.Arino fnr low inr:omA 

a'!'Ilers, thu8 putting the benefltl of Medicere within reOCl''!. 

The Clinton AdmInistration Is dedicated to .tfengthenlng and Improving 

Medicaid, so that It can continue to fulfill the promise of our nation to million$ of 
, 

children, elderly. end dillubled Amerlcens and their families. To achieve thl& goal, 

thil Administration haG worked vigorously In pennershlp with the aUltaa to tost. 

InnovatlvB new approaches to delivering and f:nanclng cara for Medicaid patients. 

During our first 3 veers In office, this Admlnls~r8tlon approved 91 malor Freedom 

of Choice waivers, and 1~3 new end renewed Homes end Community-Based 
. . . 

ServIces waIvers. In 8ddi~ion. since January 1993 we have eppioved 12 statewide 

MAriir.Riri dllImonstrfltlons, 8 of whIch ~re cwrently oper~tional. This compares to a 
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total of one such demon£~ratlon approved under all previous administretion.. In 

addltIQr., we are currently reviewing proposalS submitted by 10 ot.ner stetes. 

Some statewide demonstrations expand eeoess to the uninsJred. others test new 

methods for delivering mental health services l and still others Implement simplified 

eligibility requlrementl. 

The flexibility provldad by lllCll~ w!i:llvt" ~ hit.li CillovvtlY ItC!htl$ to irnpruv\t the 

. . . 

efficIency with whIch they prov:de cere. Stetes have used th resultlnQ sevingsto 

cover additional populations with unmet health cere needs. When all of t~e 

currentlv approved demonstrations are Implemented, nearly 2.2 million individuals 

who did not receive Medicaid coverage will be eliQlble for services. 
( 

AS part of his balanced budgst plan, the fresident has proposed e caren.:iiV 
, . 

designed and balanced approach to MedIcaid reform which builds on this 

experience. His plan preserves the essential elements of Medicaid (title XIX o~ the 

Social Secu:lty Act) while making important chanoes that will give ,sta:es 

President's plan: 

o preserves MedJceid protect10n for all currentlv eligible groups; 

4 



The· President's Medicaid Proposal: 
. Flexibility for States 

Prom.ote 
ManagaJ Care 

V' Pennia enrollment in m.anaged care without waivers 

V Eliminates certain Federal t'XlOtracting rules 

- Eliminates 75175 rule 
-Eliminates Federal review of contracts DYa' $100,000 

Increase Railility V Pnmia home and community based care programs without waivet$ 
in EligibilitylBertefitJ V I\lkrrr.; digibility simplification 

Eliminate 
Fedenl Provider, 
Paymmt Rule; 

Streamline 
Administration 

V Repeals Boren Amendment 
V Replaces CXJSt-based payment with fcdaal grants to health' cenb:lS . 

(f'QI-ICNRHU) 

V Eliminates qualification requiremeDts for certain physicians tobIPedsl 

V Eliminates annual state reporting requirements for certain providers 

t/ Simplifies computer system requirem~nu 
v' Eliminates petsOI\JlCl ftqUin:ments 
t/ Eliminates coopnative agreement requitml~ts 
t/ Eliminates duplicative nu~ing home n:views 

----~::::; 
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o 	 maintaIns our shared financial partnership with the sta1eS 8S they 

provide health cov,rege to needy individuals; 

o 	 preserves the Federal guarantee of a congresslonally-detlned benefit 

C8cksg8 for Medicaid btmeficiarles: 

o 	 contributes Faderal savings to the balanced budget plan through 

reductions In disproDortionst8 shere hospital payments and the USB of 

·8 	per clj)lta cap or. Federal matchIng tnet adjust' eutome'tic;ol.y to 

changes in state Medicaid enrollment and changes in the ecorlomy. 

o 	 pro... ILh:i~ 5ldt~:i r"r UIt:u:Hwr fitlAI\)llily tv UIlIi.ltl! 11I12f1l:1Qt.1 U,tllI j.)1 u~rt:lI1'ts, 

pay provlcers of care, and operata managed care and other 

arranGements with reasonable Federal requirements to main,ain 

progrsmmat:c snd fileal account8Dllity (Chen Al 

I hove brought a ch.rt th.t det.lhs the bro.d new fl,.lbllf1Y .t.,ea would 


hive undaf thi Prutdant'. proposal. 


AS you know, th~ President stlongly opposed the MBclcald proposal& pIntid 

. by eOngra.. lilt vear because tnev f,lIed to meet these prlnclple8. The Congress 

ropoaled tho Medicaid program and (aplaced If with. new IIMedigr8f'\t" program 
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that did not provide meaningful guarantQQ' of el:glbliity or ben;fit.. The Congrecs 

ello put forwllfIJ ~ "u1ul,,;k,-yumt" funding mechanism thlllt QreaChed ttle 30. year 


Federal c'ommltment with the stBtes to share In changes In sUIte Medicaid spending 


and jeft states with the full flnanc!al responsibility for providing health care to 


individuals who qUllifly forservlcea In the future .. 


La.t February, the National Governor,' Associotion "ppro....ed the outllnf:l$ of 


8 blpertlsanMedicaid reform plen. As I testified before this Committee In Mereh, 


. 	we believed the governors' plen •• produced through a bipartisan process-- held 

lome promise 87'\d. we weI, hopeful thBt, once more details were known·, there 

would be II reel basis fo!' Medicaid reform. The governols clearly worked very hard 

to move tha debQte forward. At the same time, however, I discussod thO 

AdmlnlstrBtlon', concerns With some eternen~s Of the governors' pian, 

Last month, the Republican majority In both Houses of Congr... Introduced 


a r8v[18d ver5ion 01 their Medicaid bill, which I will discuss today. ThiS bill moves 


U~ furrhAr p,way from the bll)artl$an reform envl,lIoned by the gOV8rr'\OTS, and much 


cloler to the RilpubllL:IHI htWit_hnlun that tile President vetoed last year. Our view IS 


shared by the Democratic governor. who were instrumental in crafting tha NGA
,. 


agreement, Ina May 29 letter to Senator Aoth t four DemoCratic governors stated 


that: 
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-[Thtt Rw ... uullc;tlll~·l MtiuJh.:el~ propoiCllls r~r rrom the NGA e~rlitHlU"l1 and 

Sllpear, to be more like the proposal vetoed by the President l&St. year and 

reJect.d by tMe GO,v.rnors at our winter meeting ..... 

Let me be clser: the new Republican biil. like Its predecessor, falls to meet 

the President', ba8ic principles for Medlc81d reform. If thi' bill I. sent to the 

President. he will Vito it. 

I cJiicuuecJ tl,. Prealtl,nt" belle principles for Medica:d reform when I 

teatilied before this committee last fall and this sprll"lg. AI shown on the next 

chert, 1hey EJri,: (1) 1he n9id Tor a reel, .nforceable E~deral Quersntee of cove-rage 

to 8 congreS&!onelly-deflneO benefit package; 121 Dp~roprlate FeUtHtil tllli;l ~U:ltlil 

llnencinQ; and (3) ru;.alJS)' itShdard$. beneflc;ary prctec~io~ •. ..lOd accQuptapiljw. 

will now dlsouss why the new RQP..;bi:con Modicaid plan fails to meet each of 

thesa three principles. 

The Fed"el Querentee of Cover.se and Benefits 

n',e Feders: "'sue'8n~ea" of coverage anc b.neflts 1& It the core of the 

Medicaid program. Unfortunately, the term "guaran:e," has Dean asslgr.ed very 

different meanings in the context of the current Mediceiddebete. Whe"l we use 

tno torm guarantee in the ·context of 8 Federal 6tatute like Medicaid. we mein il . 
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Principles of Medicaid·Reform 

• 	 Enforceable Federal Guarantee of Coverage and' Benefits: 

. • Guaranteed eligibility 


• Meaningful benefits 
• Federal enforcement 

• Shared Financial Partnership with States 
• .Federal dollars follow the people 
• Federal savings to help balance the budget . 

! 

• Protections for Beneficiaries.. Families~ and T axpavers 
• limit out-of-pocket costs 

-Assure quality of care 

• Maintain fiscal accountability 
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reol guarantoe, composod of three interrslutGd oomponents: definitions of t) 

eligibility; 2) Deneflts" and 3) enforcement. 

Eligibility 

Let's begin with IiIlIglblllty, The new Republican bill would deny millions ot 

ArllttrlcfillS till:! ijU'HQlIl~tt or Meulcl.1i1..1 eligibility then they now hive under cvrrent 

law. The bill repeals the phase-in of Medica!d coverage fo' ch;ldrtn ages 13 to '8 

in families with Income below the Federal povarly I,evel-- B biper~is8n coverage 

expansion signed Into law by President Bush. 

In eddltlo/'\, the new RepubLc.n b:1I repeals the 'FedetC:l1 6umdo r d for defining 

disability and replaces it witnlangu8ge that COUld mean 50 sepers:e state 

defiritiot"!s. This has 1he affect of making Medicaid coverage end benefi:s for 

those with disabilities uncertB:n and varieble across the nation, ror exalTlple. some 

states cOl.:lc use restricted definitions of disability that result in very' limited 

ccverage for thou whose needs are pronounced and among the moat costly, In 

feet,. States might be forced to narrow their definitions of diseolllty In order to cope 

wltn lower Federsl f"mdlng levels. In such situations, narrow stete oeflnltlons of 

disability could preclude Individuals with HIV. certain physical disabilities, or mental 

IUness from receiving critically nesded services ~nder MedIcaid.. We should not 

tlJrl'l back. the clock on those with dlSl1blliti91. by flArmitting 50 different StAts 

e 



ID:202-395-6148 JUN 09'96 23:29 No.OOl P.12 

defini11cina for purposes of Medicaid coverage. 

The new Republican bill .Iso elimlnlt81 the tum~n' law' raquirement 'hit 

Medicaid baproviutld for o,nl yur tu lJ.r~cHl5 who Iseve wliilfareln order 10 Jolntt',e 

. workforce. By eliminating thiS gueran~ee, t~8 Republican proposel will discourage 

Individual. fro~ 1;8\lI:"Ig walfare and 181 beck our effons to reform tho walfer. 

IVltlm. 

FinellYI the new Repubilcen bl:1 g!VOI :netes the authorl-:y to Impose 


BCQit l OllSI eligibility limits based or. age, res:dence, employmen! or Immigra~icn 

• I ' • 

STAflJl', or mnrA ru~r;cth.:e d"fi.~itia~s of assets and income, ihl. provision will 

people who supposedly ere "guararteed" eoveraQ6. 

B8n&flt8 

Eligibility I, only one component of tr.e euarentoe. The next question i$ 

"eli~ibilitY for what7", which bring'S us to benefits, The new Republican b:1! 

l'gl.iBrBntiU'! IO:"T'lt benefitc for thou poplJratlons who IiHQ "guare!"uutdll elIgibility, 
, 


But this QuelfJllte., i~ hi;,llilJlN. Mllny luvpllQles maka It eS5~mt:aily maan:·ngless. 


On8. gI8:'\1: looptiole relays; to th; adequlcy of th&bene11~s, Currer,t 

e 

• 
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Medicaid law and regl.llltion, elready give stattS substential flexibility in defIning 

the amount, duratIon, and scope of benefits., and stetes have used this flexibility to 

tsilor Medicaid packag~, to 'their uniqu9 clrcl.lm£tencu. ThIs latitude is temperee 

byi very reasonsble constraint •• oeneflts must be "sufficient to reasonably 

achieve their DurDose. II The ReDublican bill removes this sen,lble provision. giving 
. 

states comploto flo)'(lbll!ty on amount, durc'tion, "nd acopo. 
, 

Thus, lunos Could 

"guarantee" coverage fer nosplta: and phvslclan services, but .- if forced to do so 

care end one phYllcien.vlsit per veer. Thi$ type of euerentee Is mee,)ing1e.s,s for 

perlons who truly need medical care. 

Anothe, IOO1J1101t:' in tbli "\:jUtHI:;l!lU::t;" i:s tlil;! I!~VV elimlnatiun gf !';urrtllll 10 .... 

standards of corr.parab;lity and "statswid8i18SS" of services. W;tr-out these 

stDl"ldards, sarno In~TOS codd offor dlHorcnt cO\'Qrl:lgo end bonofit plIckagos in 

different parts of t"8 st&te, or to'di~ferGnt groups based on their aGe or diagnOsIs. 

ElimInating requirements for comper8oility and st6!ew:deness leaves states free 'to 
I ' 

discrlmlnDt8 egeinst persons who Ilve In cen!!!ln oreGa, who have ~peciflc diseesos 

(such 81 AleS)' or who leek pOlitical clout ($~ch as children). 

The new Republic!n bill also severely CUrti:I;)S the trt#titr1lI;J11\ nrvl{.jtl~ vvl1i(.;1t 

must be orovided under the Early arid Periodic, Screenir,n. DiaQnos.s, and 

Trestmer.t (EPSCTl program. Under the Republloa~ bili, chileren must be acroel'",tod 

for B range of health problems. but treatme~t Is onlv reQuired for dental, hearlnQ. 

10 
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and .... Islon problems. It 8 child Is dlognosGO with any other medieet prob'err., .they 

ere not guaranteed ueetment. Therefore, en asthmille ehlld would not 08 

guaranteed eovereg9 fot treatment, such AA III~Thma·eontrolllno drLlQs or inhalers. 

Diagnosis without treatment is bad mldleel care and e wasteful U5e of taxpayers' 

dollars. 

Enforcement 

The third esse"',a! component of 1hc Fcdor~1 guorentee 18 enforoemem. 

Implicit ,n the concept of defined POPUl8tionS6nc defined benetlts is tne notion at 

(I meaningful enforcement mech8:"lism. A Fecersl t:alJse of AC':tinn fnr nflnAfir:iz;HiA~ 

aaaures that those seekins e remedy for the ceprivetio~ of medical cere receive \nEl 

aame due proc." rights ,verywhere io tbe Uo;xed 51inffS, The new Republican 

bill reQuires states to provide e state right oT action, Out elim;natu any Federal 

right 01 ectiol"l for Indlvidubl6 "lid IJf(Jvi~.h:H1> wllu CI~~'Ht Hun tI $tl$t~ Is vlol~njne 

Federsl Medicaid lews. The only access to Fede~el court for such clelmswould be 

the opportunltv ~o petition the U.S. Supreme Coun for review of 8 decision of iii . 

aulte', I"Ilgl'les! court. 

By denyIng beneflclerleseccus to the Fed.rel courtft, the Republicen bill 

eliminates Individuels' guarantee to enforceable Federal benefit•. Thus, Mediceid 

would conf!r e Federal right to benefits but cornp'etltly leck a Federal .nforc.men: 

mechanlam •• vinueUy unl)recedented 61tustion, In aucJltlon, 8ljmrna~inQ 1I1e 

11 
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Federal right of action promotes incoI"Isistent InterpreUltlons of the MedicaId 

o 
statute across the country. Common sense tells us that those aspects of the 


MedicaId program that are common to' iill St8t(lS r;;holllri hA ~uhjAr.T tn r:onsistent 


interprottltlun anu &tJlllinisl.ralloI1. When the $time Question erlu& ecr05i mu:tipie 


Jurisdictions, oecision·makinQ In the Federal court system mBxim/zes 8Q,:,ity and 


prGdlctablllW· ·Tnis I, particularly true when. Medicaid Interacts,. a.l, often the 


ceBe, wIth Other Faaersl aunule6, sue" as MeC:Ucere, $ut,;iliS1StH;\.IriLv.Sl.lppJemernal 


Security Income, end A.ld to FamilIes witt'. De:ler.dent Children. Federal courts are 


more experienced In enelyzlng thue Federal programs end oro bener able to 


understlnC anQ oecic,je cases invOlving relctiOr.lit'1ips among tner'1. We Should no~ 


construe'! ,system that wi!1 f\T)cnllfIlQR rliffp.~ent outcomes in different states. 


Provlder.luits against atates h~ve caused the greatest proben-. to the 6t8tes. 


Und~r tht Adminlstrstion'. plsn. the Boren Amendment and reiited provider 


p,Byment provISions would be repealed. thereb.,. 'IImlf:l::t1ill~ lhtllii8 causes Of ectloli 


bv providers. Tnus. the Acministration'splan resolvii states' me/or concern about 


their exposure to provid!rs' suits In Federal court, ond dOGS nOT ul"ldcrmine 


beneficiaries' ability to enforce their Federal gUBrenlfi8 to coverage.end benefits. 


011 balance, when we assen t"e threscorropcncnts .reQulrcd to meke any 

. Auara!'ltee reei •• the definlt:ons of eLgiblliW. benefits, end e."lforcement .. we find 

that the io·calh.d "guarantee" of Medicaid covirage and ber.e1its con!a;ned in thA 

12 
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new Repuollcen bill is neither real nor enforceable for beneficalries. This is not 

about whtther thQ ;o",.rnor, can be tr~sted. They Cln be trUIUiilC. which is why 

Out pro~osai offers states unprecedentea f19Xlblll,IY In program management and 

why we hive worked with so many states on their innovative demonsHetions. 

The ;issue is whether en individuol, regardless of where he or she lives, is 
. 

guecameed meaningful coverage. 

'lnancinlil 

The Pruldtnt', ttcono prlncip:e for Medicaid reform is an appropriate 

finanCing struCture •• ne~elv, or.e that mglmel:-.s the Federa:·~tBte pt:rtr1~rl:ihiu tt:ttt 

. , has tJee:'l aT the reart of the MedicaId program for 30 veers, Under this 

partnerari;:l, Federal do!lars tolloll\' the peop:e, :-nn"ing that the Feder£ll ~overnmB~t 

!r.eru respontil)lIIty Wit'" tM states Tor Increeseo costS sssoclat&O Wit" Increases 

In enrollmen!. As with the Federl'1 OUSfant" 01 eovfHAQA A"d hAnA~ifs. the new 

Republican b:1I fells fef irlOI1 of rneeti:'i9 this principle. 

I l1ave reviewed the componenUi of thE! new Repub:iCln finS:'iCinS 

arrangement bafore -- end It was not In tne governors' agreement. This newest 

flnanclng structure 1& limply the Midi Grant II block grant fQrmuls. dressed UP with 

" tiny embellishmen-: to pey lip service TO tho governors' pri:"\ciples tr.ot f.mdlng 

must automatically adjust for enrollment. 

13 
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To demonstrate this puirll, I will walk through 8£ch component of the 

fInancing structure of the new Republican bill. end I will use thiS next chart to 

Illustr8t8 my pointi. 

BIII8 Allotmant 

The first componen't of the Repub::car, funding ,ys!em is called 1he base 

aliotment. These allotments. which account for en everilge of 96 perceN of toter 

Federal !oend:ng over tr-,e 6 yea~ period (p.s shown on the che,,) are dlstr!buted to 

stetes based on e formula the, Includes factors si.leh as "needs·based amourts" 

end "program neod". Given this struoture. It ~ir't it might appear that ueh St9TAr~ 

Due allotment 1& determinee based on its actua: need, Includiny tt'llullrmm~ ~rovvth 

end caseloe~ changes. 

However/ the bese allotmer.t is not what it seems. After careful 6nalysis, 

mv staff hal concluded that ol"ly 6 perceli! of this 96 p~rC:f!nt of fU!'ldln, is 8ctl.,;~&'" 

dilulbuted baaed on need. The remainln,=, 91 pelC;ent is distri?uted to $u~\es based 

on what Is essentially a block g~8nt system. Un'der -,his system, states' allotmen~s 

are determined through the USB of "floors" snd "ceilings ", rather the~ by the 

results of the needs-based form;.!la .. Escr. yee r• between 44 and 49 stetes' 

allotments ere determined through a floor or ceiling. For these 'tetes. tha n'ew 

Republlcen bll! is e block grl2nt, wltl'l e new name. 

14 
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Fl..!rthermore, eve:'! the 5 percent "needs-based" tundlng does not truly 

refleet the flnanoial neod of stete£ in their Medicaid programs. This I~ hAr.ause It is 

determined by the number of pco~ people in a StBte rather thtlll Medicaid . " 

onrollment growth,' All a result. if the number of MedicaId recIpients in iii Itete 

IOcrtHsies but ~he number of poor people doce not, the etati's base allotment 

would not Increase. 

Umbrella rrund 

The 8soond componen~ of the financing structure iA t.l!lIed the "umbrella 

fund", ana it co,siS1S 01 supplemenu.1 Federalmoney LI:l'Jl Ii to be distributed 10 

·atates with 1"I iOl'l Anrnlimer" growth. 6ut if the Rcpu!;)lican umbrella is tne states' 

unly plotectio'l a9~1T'\1't the cOla 0'1 r.igh onrollmern groW'th. the 8':ltii ale gotnO on 

get drenched. The entire ur"Orelia runoeCCQums ror onl..,. 3 '~~r\':wIIL (/f ell Federol 

MedIcaid spending; 'thI..S, it could provldFl nnlv 8 fractIon ofwnat states wOuld 

need in tImes of recession or Iltllvrel cJis!!Ister, Iii addition, it c'ovora onrollment 

inr.rp.3sos onlvfor the I({lar o~ PHi Increase"' !'lOt for cmy later years dwring which 

the new enrollees cortin;.,o lO receive Medicaid. ihus. jf 8 sv:m~ .!illlffered a three

year recession tnSl cQusea its MeCic8id enrollment tv 11;;1.7, it COL.ld get umbrella 

;undc for new enrollees for ThAir first vaer, but eQuid be forced to bear the entire 

COSt of thtf~., enrQIIU$ ~or !IW leter yeers d"Jrir.g whlCfl they remainod on Medic8ld. 

16 
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This Is IihQvVIl UI) my next chart. A,sume tl'1Dt the raoeseion beginlil in year 

2. As VOl: cen see, this recession causes a dramatic increase i:"} tM state's 

el"lrol'ment, which triggers an umbrella payment to assist ~ha ~t~1e In covering the 

costs of these new enrollees. In V6Er tt'l~e,. huwever, the 5te~o'a enrollment 

reme;ns lit tr.a ume level as in vsar two, but this time there is no umbrella 

pi:lyment. beceuSB these p8yments Bre bosed only on changes In enrollment. not 

total enrollment, Thul. the state is Torced to bear the cost of the much higher 

enrollment with the reme amOlll"l1 of FAcerel assistance as It received in yeer one. 

Pools for UndocumentadAliens and Indians 

Tna tina; ccmpone~t 01 the flna1c.;:nw ~Lf\JC~ure is U.3 bil!:or. to essi,t stotes 

In orovirtin; cere for undOCI.:mented ePens and Native Americans. The 1,:5' pOo' IS 

ellocated ecrou the 15 stCtOG w:'th me high.it numbfHs of unOocu~Antp.d e:ier,s. 

The second pool is allocatetj among ali states tliat have InOlall-fundec l-Iealth 

faoilitles Of prpgrams. 

Chlngu In FMAP and Taxes Bnd Dona11ons L.ews 

In ado/tion to rep~acing lhecurrem f;flCif1Cil1~ pflrtnership with e bloc;:k sront 

10 states, tt"lA new Republican bEl also inclL"oes TWO chanQ8S In ~he way Slates 

finance their shere of Medicaid cocte. It l('Ictuses the rate of FedfHAI contrio~tio1 

16 
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to Medicaid (known e.s the rMAP! for many $totes. ~noroby roduolns tre arnoun~ of 

fund. necessary to collecT Federal rnatcr.ing tunas. ,It 8:50 repealS the resaict:ons 

on Itltll' u.. of p~ovider tax and donation finl\~cino ma~nF!nl~r"!"is. 

While these propose Is Ife appealing to many StaTes, thev reise significant 

concerns, Specificallv, '(1'111 proposeo Changes to.the FMAP will raise the Federal 

share of nllltlonSI Medicaid spending from 57 pereent to 63 percen\, III t:tuullion, 

the FMAP r.MnQA!I could encourage stItes to reduce their contr;blJtions .te the 

.progrem, r."ultin; in even deeper (.d"'~1iol"\s it"ltotOI Medicaid £pending 'ti"in this 

bill suggestio As shown In tne lett Dar Ct tne next cniH~, tM new Repubd;;;er, bl:l 

will reQu~& tot&1 Faoer£1 spendinQ on Medicaio by S7:l billion ove~ 6 years. Bu~ 

total reductlcns In MedlcemJ filJlltllUiltW c~ .. lcJ oe ~er gree,ter, The Center fo' Budget 

end POliCY Pr!orit;es 6s!im8~BS tr,at s~a!es could red.Jce their cwr, sper.Oing 0'1 

Medicaid by &bou: $1 SS billion over 6 years \'\,:ithol.:t OQcre~s;nc t:1E1 ;:,mnlJnt cf 

feaerslfunds 10r wh lct11hey 8(S el.glcle. Thus, as shuwn in lllC . igln-hend be r on 

tMI ChlHt. thA nPow Republican bill could lead to a total reduction o~ epg~oxime\elv 

.257 billion in Medic~jd spendins ove' the next 6 'years. 
) '-, 

Oefil')ing 8:'ld r8vislr~ the approp'late Fec'ersl Md stA".A r.n';t·ibLl~ior.s !!Il"ld 

spending levels always will oe one of the most diHicul~ lss:..es to 5ettle :n or'ly 

Medicaid reform Dian. Tnere Is m.' cussiion tl-lat ~heSB mar1ers me,j~ careful 

Dttcntlon Irl the Ions-term. I-iOWivQr. ,ivaf'". tht enormous iiSCE\: im~lir:Atjnns. t!'le 

l' 
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President's plan prupous to gein edvlce from en imergovernmen:CI; Devisor" 

commission on the epp~opr;ele relationship between Federa: ant state tunding 

baforo ths Congress p'ooeeds to ehar.gi the current c'Ls!ributio!'\. 

The l"I!W Repub'l:er. bDI also wodd oerm;t unconstrained use of provider ta). 

end dot"lation financing epproecnes for tho "st~te" share of Medic;a:d. These ere 

the eX2Ict mechanisms that the Congress. in a bipartisan 1eshlon, recently limited -

In the CUG of t8X15 •• or outlawer:1 comnlATe!y •• I!'I 'the case of donations. During 

the lete i 9BOs ~IHJ tlsrfy 1990s, mll·'Y states 'tooi( ed'vlllntsge of theto funding 

mechanisms, costing the Federal government billions 01 dOUgrs anc r,eiplngtO drl\(i 

enn;.,al Medicaid sp~l"\dlng Qrowth ra~es 10 we: over 20 perce"~ Now ThP. 

RepubliCa, ,D:\I seeks 10 r8m~lJ~ t~t: 'es!rl=fons~h~l welt: paSl>eo wi1h 

ove'w",,"m;1'I~ bipar~isar SLDPor~ just s fe)v vee's 0'40. \~/It"'l(.)ut trlBse res~'ictiO:1~, 

atctes wO\.Jld bt'l free to f:ncr'lOG sls:!;"\lficent portion, Q~ tne state chari) w:tliol:t, 

contributi:'"lg any reel state dollars, liadlng tc SJO~lantlally lower SVPPUll UvEtI f:lil for 

the Mradlelid program. 

In S\.i"'l"\mory, tho new ~ep\Jb .. car. bLl i&;i$ to meet tlie Presi(:c.~r.t'~ ~e::or.d 

prlr.cipla 10r Mediceid refcrm .• e Tlnonci1, StruCture :ha: 1~I~il;lcins the Federol

s~ate I'iHlnfHI>hip t~!!It has been at ~he heart cf tl'\e Medicaid grog~em for 30 years. 

Neither does it meet theprit"\ci;'llo& ~9reed to on a b'Pirt:ur. bas.s by the 

18 
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Governors. The Govetrlurei' propOS&1 reflected e wlliingneu to euume a gre&~er 

re~~ons:biiity fOI the :Tlana,err.em of the Medicaid program. but only if they had e 

It ron9 finonolal portner to helpmeet tho costs. The NGA proposal WII carefully 

"asigned to prOvide this Feaeral·Stat9 partnership, and wasbued 011 t!I fumJing , 

mec~8niJiim that clearly D~o~acted s:ates from the fi.'11 costs essociated with actual 
, , 

chane8S in en'oilment, Ttle money was supposed to follow tho people. in order to 

protect stet.s from unexpected, U"lcontrOliable enrollment increases. When the 

1,8tQ't Republica:'" p~oposal was rel~ssed, it did not tlilleP. the Governors long to 

Prot~ctlng Denelicia~i8!, f&rnillss, and taxpaYIH8 

Ttli. b,rlngs me to ,he President's thiro pr:nciple for I\~edicajd reforrr: 

.prQ~ectior.s 10r be~eficierieS, ,amilies,and taxpayers. Once age in, tl:e new 

Rtpublicar'l bill falls to mut to P(esldel"t'~ principiA, 

The new RepubLcan bi:: wou:d repeal,title XIX and create 8 ne'.v ritle for ~he 

for Quality star.derdS, bene~lcjary a~d 1S1iily fil"'lar,Cia: prc"tectlo ..... s t'1i9~ limit 't1rllLitt~' 

ollt-of-rmr.i<Af costs, 2nd prograi'l 6ccour,tability, 

19 
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Out-ot·Pocket CU8l~ 

T.,is bill roduces or ;lImine't8S many long-nel"lding femlly Elnd b'H'l~fjr.iFiry 

prOteCllcms. For exampie, It would permit S18tt:,li to rl:.l~uilt:: edult children oi 

MEdir.;,ld bare~;c aries :0 co't:~ibute to ~he cos! of thei~ care. 8xCep~ for long-t8rm 

,ere. Ir, edditio:'l, the bll: grants states brood discretion to impose coltosr.aring 

r8Quirer'lerts On Medicaid bel"leficiaries It imposes minimal Cost-sharing limits only 

10r certain .IQrvlces to enlldren Iilf"ict rHllIgnAnt women b8~OW poverty. leaving other 

. worren. chi!Ur~n. cr:u mOS;l cisatJle:J 61"lC elde~'y fUlly exposec to potentisl1y seriOus 

financial conSBcuences. TIi!s i8Cl(. of ilmi:s or. c.;os:·sharing IS C!lnotner Tactor wn:cl'i 

.. ( . 

cOSt '" ca~f:. rtpebi 01 t~.e ~;Ol~ general cos: S.~''I2HI:i~ p!'ot8C\10ns s gn:1~Ccn!IY 

minimize tr)iSi protections. For !lCflfr,plA. 1i~Jr!;ng nome residents who have spe~t 

~r edtiitio;), se.'v:ces hcludec ;n the nU'Sir,g home ber-:ct't eQuId Of. 

" ';" < ,., -,' ," "c c· r 1"'''.: r': •€ !'" ~. ~ - r" r -, 1-, " ~ I!> - e' ,; .. ri t ~ t"" t. '" .. r T- '" t, ' ~ "" .;.J~ .. ,.", _ ,WI , ........... ;;.,J' c;' ::''-11;:',. \., .t.:'"~ •• I(""' •• J 


them 1rom ii"le pro~rarT1. 
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Quality Auuranc. Requlramenu for Managed Cere 

In addition, the new Republlcsn b:11 makes no mention of Q~I_lItv aSSl.lrAneR 

reQuirements or mOnitoring ft:spon:siuililitlS rVI MElolcaid menage\,) C81e. Tnj~ i$ a 

IIrloUI concern sir,ce Medicaid manaced cere enrollmem Is increasIng sc 

dramatloally. About one-third Of beneflciar:9s now sr; in m8nageo care, a 140 

percent Increase in enrollment over ~f'19 past three years. Tne Preslder,t', p;in 

recognizes the need for updat;ng manageo care QUali1v standards. i~ replaces some 

outdated oppr08che$ witn e ql.lolity impro ... ,rne~1 progrem tr.&H must inch.;de 

8ppropriSUf stenc.lerQ$ tor Meo1ci:ilo-co:1\:acur'9 nea·tn pla:ls cr;c Uola anal)SIS triO: 

Fiscal Accountability 

finallY. we recogl)lze tr,St tria ::~G6ra, goverrmfnt fl;,an:tls ,'Va; over Iloil ;.)1 

MFldlQalc spenoing nationw:de. at a coSt to Feoerai 'taxpayers of more men $' 00 

bi;ior, e yEi~r. The Federa; go"e'r,lIsrt ."'las f:I res,o:"~loili\Y t<: thQ~e taxPQyclO Hi 

Insure that these fUl"\ds are spent e.tfi:;ent1v srd app~o;l(;ctely, 

Fulfilling thiS respons:!)II]W re~~lres irr.PIJ~I'1g " 1l"',fo')iIT:el ~'TlC'l,;,.'t :-f repor:ili9 

a~d moni10ii;IQ rscJirameltS 0:'"'1 s!s:es Tr.e~E ;sri: Nays. Si~;"l ;ar te" \t"I' d~ ;:.roCiC·', 

~O(O~ ;n tho PrC&ident's p:sr.; l,.r,a~ NO..;ic I)·o'.;ide ucl.S wit ""I e-XPIi!f'l"~df:Ql(ib'l;ty .n 
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managemlJ!"t and oporatior, of ThG.r Medicaid programs, whllo 6nsl.lrlng 

Includes no Qua:ityassUrEP"lCe reQ\.:lreme"llS or monitoring respcnsibiJ.t[e~ fer 

Medicaid managed care,end it contains no mechanism to ensure that cl"lenges In 

benefts Bnd Cost-s!"ar!r.g dc· r:ot Jeo~ardjZe ,~e suHicienc), o! co·.'e~eg;.:. T.'I",s. 

money is be1r.g wet! sperl\. 

In summsry, like its ore::lecesso; las~ fal', '!he nAw'Republ1cal'l bill fah~ TO 

meet the Presic9nt'$ ~hi'd princi:>le .• Ol01ec,:no be"l3ti;;iaries, ;flmilies. e~d 

CONCLUSION 

we approach the tasK 01 Medico:o refer:! .by mSi(i!'lg cnanges j:"\ ~rle currcr.T title 

XIX of the Social Security Act, or by repealing that program and replaclr'\g It wIth a 

t 't'e \"", s·r .,., '.,,~. r~' ...,.~ ~'.' )' v -,.•. '.,'-'-~' ,~'.,. , .. , ... Irc \/•. f. 'v,. :.; ....lP,U •. e· ..·, " ,..; .. .:_~;; . I.: •.• '(: """, I t. f;,-.~ I. G; U"i .•.• (; .. _~" 

22 
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the current law. 

Federal'state partnership tl'lll ensurelt FFlde~~1 flJnOi~g ar.d provices 0 real, 

tnforcQabil guaran~oo OT coverage fo; Ci tie1h'l&u ~t:ck.eg8 of hei!!llh snd long·tErn 

CClIC# uer.eflts. Tne f're£loent's plen proposes unprecedented f:exiblli!y ~()r Th~ 

. . c. :.. :.:' . (;" :. ~ ~ ; , . ,;. •~ .~: ~, : ~. '~ ,,: \.. 'i ' ..;' ':'. . .: -; r::::,; Cc ' ~ ~ P j ; I ) : ~ ,,;t. \ ~ . C. _ Co. \. r~. C \ \!l I~: 

. t '......... ~ .. , '.. . . e ~. :, ~~ -:. ut;. ...' .. 


to build on 'he balancecJ IiIJpr08ch env:sior:tiCl in the NUA. a£ree~:E:n:s. : E;!"T" 

.' .. 



23:37 No.UUl ~.~uJUN 09'96ID: 202-395-6148 . 

Torwerc: to l);"'j6\IVe.fi/l~ your Q.;;estio's. 
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-l 
chris:

J 
here's what·i want to use. thanks, hilary ,-' ((,Ql~ 9--~:> 

"We're very c19s_~ ...~e}-.!are deal and we strongly feel you 
shouldn't hold;Wel'faW11ostage to ..Q.isagreements over 
Medicaid./I ,.~ "'{: 

\ 
\,. 

or 
'. . rJ;

"Our s~~~ message is let's move forward on welfare, let' s 
get ~hii.&4Eing done, let's not hold welfare hostage to 
Medicaid and political games." 

/ 
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EXECUTIVE OFFICE OF THE PRESIDENT LRM NO: 471'7 
OFFICE OF, MANAGEMENT AND BUDGET 

Washington, D.C: .~()603.o001 ' FILE NO: 2362SPECIAL 6/12/96 
LEGiSLATIVE REFERRAL MEMORANDUM , Total page(s): <1:5.',' 

, , , 

. " ' TO: Legislative liaison Officer - See Distribution below:. ' , ' , 

, " "FR,OM:janel FOR~GREN~=t~~JJor). Assistant Dirett~r fOrLegiSlau~e 'Reference 
OMS CONTACT: Robert PELLICCI 395·4871 Legislative ASSistant's Lin'e: 39S~7362 , ,,' 

C=US, A ...TElEMAIL.P=GOV+EOP.O=OMB.OU1=LRO.$=~ELlICCI.G..:ROBERT.Ic:J 
pelllccLr~a1.eop,90v ' ' ' 

SUBJECT: '·f1~is.Ea:ct~~HR3507, PerSonal Responsibility and Work O~po~unity Act 

, " of 1996 and the M~alcaid Restructuring Act of 1996 


DEADUNE':NOONThuraday. June 13,199'6 

, In accordance With OMB Circular A-19,OMB req~Eist~the views o'f your agency on H'~ above subject before 

advising on Its relationship to the program of the PreSident. 


Pleas~ advise us If this Item ,will 'affect direct $peliding or ree~lpis for pu'rp'6s~s ,of the 

"Pay-As-You-Go" provisions of Title XIII of the Omnibus Budget Rec'ollclllationAct of 1990: 


, I" '.' , 

'- bIST~IBUTION LIST:' " ' "," , , , ' 
AGENCIES: 61-JUSTICE -AndrewFois - 2025142141 


52-LABOR - ~Obe~ A; Shapiro - 2022198201' 

76-NaUonal Economic CounCil. Sonyla Matthews - 2024562174 

118·TREASURY - ~icMrd S. Carro· 2026221146 


t 
EOP: Nancy-Ann Min 


,Ken Apfel' , 

Chris Jennings 


, Bruce Reed ", 

. Jennifer KI~in " 


'Janet Murguia 

, Ma.ry Cassell , 


Barry Clendenin, 

, Mark Miller, 


BatTy ,VVhit~ .• , " ' 

, Keith, Forite:not " 

Lester Cash 

Jeff Farkas) 

Diana Fortuna 

Allison Eydt 

,Lisa KountoiJpes 

Jim Murr 

Janet F9rsgren 


?," , 

. ; 
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RESPONSE TO LRM NO: 4717 
lEGISLATiVE REFERRAL FILE NO;' . '2362

MEMORANDUM 

If your respon~e to this request for views is short (e.g" concur/no coniment). we prefer that you respond by'e:.rTiail or 
by faxing us this ~sponse sheet. . '.. .' .', . . . 
If the response is short and you prefer to 'eall,'please eel! the bhm'ch~wkte Iirie shown below (NOT trie"analyst's IIhe) 
to leave a message with 8 legislative assistant. . 
You.may also respond by: .',' . ' .' '. " 

. (1) calling the analysVattomey's direct Ilne (you will be connected to' voice mall If the analyst does hot anSwer); or 
(2) sending us B memo or letter . 

Please Inchi<:je the LRM number shown above, and the subject shown below. 

," '-, 

TO: Robert PELLICCI 395·4871 
Office o,f Management and Budget 
Fax Number: 395"6148. . 
Branch~VVide ,Line (to,reach legislative assistant): 39S~7302' 

FROM: ' .........";O;:;"'f;";''""''' .. ;;;.. (Date)
___-'--_...;.-...:...;;.;.;.;,;....;.;.""'".''',,-'~"';:..;' •...;.•.•••~;...::".;;:.'''"';";;:..."~___~ 

-..;..:;"'--'-''''-'-'-'--''-''''--'-'"--......... .-.;;..:~...;..,.~.,.... (Narhe)'
" ........ ~.........___-'-'=,.:....:,..___ 


-",-,~'..:..'':...'."""""'-.........'"""-""""""""'~;..;..;...c::..........~...;;o':... • '':'-'''''':'''~.;;;..;;..;...;.o;....;;;;,'.''''''''.
__ (Agency) 

,..;....:.""'"-"-"--'-'-..;.;;.;.;.~-.;...;.;..-.....;...;.;..;.~.............,......;..-..........___.........___~ (tel&phone) 


SUBJECT: HHS Fact Sheet RE:. HR3507,Pe,rsonal Responsibility and Work Opportunity Act 
of 1996' and the Medicaid ~estructl.Ji'ing Act of 1996 

The following Is the response of our agency to your req\J~st for views on the atiove-ca:ptlcm'ed suPJect:··· 

"';"";';'-'-'_ Concur' 

---:-___.... No' Objection' 

NoComnient-"--'-'--' 

, , 

________ See proposed &dits on ,psg'e's ••. " '... . 

______..- Other: ._--.:.:.:..................-l;.;...;;...;..;. ....f-t..............:.;";;;..:"
...:.;,........ ;.,;:; ' ' .. ";...'~ 

. . 

-'i-"-- FAX RETIJRN Of _._.",_. pages. attached to this response sheet 
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LOSS OF,MEDIC.UD AsSURANCE UNI>ER H.R. 3S()7 

'. Tbe,House Repllhlicrul proposal (H.R. 3507) toteforin welf8.fe effectively loos'ens the 
link between welfare receipt and eligibility for Medicaid. Under the Medicaid reforin proposal 
many more people will lose their assutanccofmedical coverage. For poor AFDC recipientlJ the 

. loss ofcash assistance ~d health coverag'e would be devaStating. 

The House Republican plan keeps as' a mandatory group .for Me,Ucaid coverage recfplertts 
of cash assistance. Yet the details of the proposal would place many rccipie'illS at·riskfor the 
loss of coverage.· The proposal clearly statl:S that 'certain low income families' namely 
individuals and members of families who meet current AtDC eligibility criteria related to 
income and resources would fetain MedicElideligibility. Blit the proposal goes on to offer !Ultes 
two options to redefine· this group: 

1, States with high illC9me and 'resource criteria Under cuirent law could lower 
them to the natiohal average; thus in those states cash 'assistance recipi'clits would 
be denieaMedicaid coverage. 

2. Stat~s could link Medicaid eligibility and eligibility fOr cash assistance WideTa 
newly d~fined State, plan under Part A or E(cashassiSt8.rlcc block griint or foster 
c'ale). This pro\'isirineffe,ctlVcly changes the eligibility criteria from current Jaw 
to whatever ne\v criteria a state includes in the new'state plfm. Under this option 
states could chanGe nul only the definition of income 'and resources bUt also 
household filing unit,'budgeting and reporting periods, and other ndti·fi.nancial. 
eJigihility criteria. This ~ecdrid option allov.'s state's to expa.tld or cooifact the 
eligible popUlation but any explln~ions would not incur any additional.fedcral 
financial participation. 

. " 

Under the House Republican proposals adult AFDC recipferiis (except Poor, pregilArit 
women) as well as all children aged 13 and older co1.11d 'lose the guarantee if the State opts to 
either low~r Medicaid eligibility criteria to the national average or restrict e1ieibility for its ~ash 
assistance program. In addition, pOOrfwnilies that Jea've welfa.re for WOrk or because of 
increased child support paymen~s wilt lose the guarantee of transitional Medicaid benefitS (the 
Archer welfare 'markupdocwnent may seek to restore the transitional benefit). FPially, cveil if 
tlie Congress 'r~storedthe current eligibilitY rules rnariymembers offartUlies subJeCted to the 
Federally mandated five yew' time limit as well as theoptio'nal State imposed shorter.time Jimits 
woul~ lose the Medicaid .guaiantee. 

The numbers presented in the attached table indicate the number ofadults ana cnUMe:!;. 
\o\'ho will be eithC:lplg,ccd 6Hisk to lose theii guarantee of Medicaid or l~se that coverage under, 
the proposal. These estimates are based upon the cWrent law projections orthe siZe of the AFDC 
caseload and lhc charactenstics of the recipients in 1994. ' . 

Dx-a'f,e: aspa/dto· June '11.,1996 .' . 

. , , 

http:welfa.re
http:welf8.fe
http:OF,MEDIC.UD
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,In' FY 1997 almoSt 44 perCent of alt redpients of AFDc.; ,Will be placed at-risk; only 
chiJdrcn less than 13 years Of age: aild pregnant. women wouldbc certain of continued elieibmt~. 
Of the 5.9 million at-risk recipients justless than m'd million are chlldrtCipients aged 13 and 
over. The remaining 3.9 million at~risk recipients, are adults. 

, , 

, The loss ofthe Ttafisiti6nnl Me'dicaid ghatantee would elimmate thegu8rii.rttee fot 
recipients who leave Welfare to workor through increased childsup:port payment!!. UndCi 
current law those who leClve for work (adults and their children) ail.d have income belowtlle " 
poverty lirie are eJigibkfor one year of transitional coverage. 

, It is estimated thet almost 2.2 inimon recipients Would leave welfare for work aru:I be'in 
their firSt 12 months after exit in the average month in FY 1997~ Of these t.7 millioil would be 
eligible for tranSitionE11 coverage because their incomes aJebelow the poverty line. Under the 
proposal only the poor children under 13 and pregnant wOlneil who be eligible for coverage ' 
(note: tllis eligibility has!n(lthillg to do With transhioning off' welfare •• these are mandatory 
groups under the proposal). Thus <in tV 1997 780 thousilildformer re'cipients would be 
ineliiible for covera&e. 'Of these recipients 25 per'cent would be poot chiJdren aged 13 aTid over; 
in 1997 this would me~l the loss the Medicaid guarantee for almost 200 thousand children. The 
toUt! tiy&:rage monthly number of lose.rs wo'uld be expected to grow to 830 thousand by the ye'ar ' 
2002.. lnaddition, an unl<.IJown numbe'rofrecipitnts who leave welfare beca.use ofincrea&ed 
child support would lose the Medicaid transitional benefits. In 1994 the Office of Child Support 
EfiIorcement reported close tn 300thousa.i1d case c]oSlires due to increased child support 
collectioils. States could, at their OptiOIl~ continue to provide this coverage to those families who 
leave welfare;: for work or due: to increased child .support under the tenns of the proposal: 

, 'Restoring the link between curtcmt MDe eligibilitY' rules and Me'dicaid woUld Still ieave 
lnany fmhiJieswho wou~d be SUbjected to 8time limit of 5 years or less, at state option. With a 
loss of the Medicaid guarantee. In fiscal year 20'02. some 3.2 million recipients could be 
dropped from the AFDC program if al! States inipdsed ti tWo~yea:r time limitand provided a full 
20 percent exemption.' Ofthese recipients 1.2 million ~ould be ch.!ldieh aged 13 and older. ' 
When the ,full impact of the federally ittandatCd 5 year l.irpit is felt (assUming states fully utiliZe 
the 20% exemption) abvut 1.7 miUidn rec:,ipients; including 700,000 children aged 13 and older, 
would lose the guaratte:e t6 Me-di.:tiid C:O:Vc:rage. ' .. ' ' 

Draft': aepe/dto Ju~e 1i.1996 ' 
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FROM: Chris i., Diana F., Jeanne L. 
~lAJ. L ! . /" 

. r()c.tA if I ""r rte. ~"T ~L 
RE: Resolving the Medicaid "lOO-Hour Rule" issue ~ J -\-- fhiJ t~ J \ 

~ ~""r (vole..' .'J".r~ 
w..... f"c.... -+-' 

cc. Elena K., Sally K. 'I . ( W~(\l· <k "-H',-- J;.J.<. ~ 

~ r ~ f rc,,~~PGt::r '" -< <.. ~ "3 . \h,~ko 

This isan update on an importantMedicaid coverage issue that we would like to resolve as soon ~< 
as posslble, but that may be at an lmpasse. HHS has proposed a regulatory change to the "----"" 
defi .. of an unem 10 ed arent for Medicaid u oses (i.e., allow alternatives to defining . 
"unemployed" as workin less than 0 hours er month). This change 'gives states the option of 
allowing two-parent families meeting the other eligibility criteria to qualify for Medicai~. States 
with pre-welfare reform waivers ofthis provision say it's important both in their welfare to work 
efforts and in encouraging two-parent families. However, the Actuaries have estimated that, for' 
the 17 or so states without a pre-welfare reform waiver of this rule, this reg will cost about $850 
million over 5 years. OMB, HHS and White House staff all support the policy, and it is an 
important reg to the Governors. However, OMB is currently insistin that HHS find an offset for 
its cost since they are uncomfortable with its size. H S as refused to do so because it is: (1) 
virtually impossible for OMB and HHS to find this amount ih Medicaid (particularly ina wa,y 
that the S,tates will support), (2) againstHHS policy and politically unviable to use Medicare 
savings to offset Medicaid costs, and (3) an OMB policythat has not been used in other health 
reg during this Administration. 

We would like to get'a decision on this issue, one way or the other, for two reasons. First, states 
and advocates continue to ask for this reg and wonder why it is ddayed; and, second, if we 
decide to go forward with this reg, we would like to announce it at the Family Conference on 
June 22. We think that OMBand HHS may be trying to work out this issue tomorrow, but think 
that we ought to weigh in as well, especially if it does not get resolved. 

• ," ."..,AI 

BACKGROUND·, " 

"lOO-hour nile." The proposed regulation would allow states to cover two-parent families that' 

meet other state Medicaid eligibility rules. It would do so by~hanging an old AFDC ' 

"deprivation" requirement that restricted AFDC / Medicaid eligibility to families that include a 

child who was deprived of parental support or care by'reason of death, absence (single parents), 

incapacity, or u'nemploymentofthe parent. The old AFDC regs defined "unempieYlnent"i\s 

working less than 100 hours per h. efo welfa eceived statewide and 

another 6 states received substate 1115 aivers of this rule,because they thought it overly strict 

and anti-family. However, because welfare reform locked in,place the rules in effect in 1996, 

states without those waivers want this change in regulation. 


, ' ' 



. 

Post-welfare reform history. This reg was one of sev:eral that were contemplated immediately 
after welfare reform. In fact, had it been drafted in 1996, its costs probably would have been 
included in the Medicaid baseline released in January 1997. However, because of the huge 
regulatory schedule that resulted from welfare reform, this reg was put off. The final rule with 
comment was signed by Shalala and submitted to OMB on January 30, 1998. 

On substantive health and welfare reform grounds, OMB, HHS and White House staff all S\lpport. 
this policy. It not only allows states to aligntheir TANF and Medicaid eligibility, but could 
serve as a way for states to cover low~income parents, should they choose to do so: This could 
be especially helpful in the tob~cco debate: 

OMB concerns. Since its submission, OMB expressed concern about the cost of this reg and 
recommended that HHS use a Medicare offset for this provision. Specifically, they worry about: 

• 	 Spending the surplus: Sincet~is reg's costs were not included in the post~welfare 
reform baseline, they would represent an increase to th.e baseline I decrease in the surplus. 
ifnot accompanied by an offset. lEis goes against both the BBA and the.President's 
.~'Social Security First" pledge. 	 >.. -• 	 Bad precedent. This reg's cost are high. Allowing it to be published without an offset 
could encourage agencies to ignore the cost implications of administrative changes, and 
could make OMB :wlnerable on the Hill, which has become aware of this issue. 

HHS reaction. HHS disagrees with OMB for two main reasons.' 

• 	 Not a new precedent. HHS points to the fact that several regs (e.g., change in the timing 
ofSSI payments $10 million, SSI "bucket" reg $1.4 billion over 5 years) that did or could 

-have had cost implications were not required to have offsets. 

• 	 Even if they concede the cost Issue,no acceptable options. HHS thinks that it would 
be nearly impossible to find a Medicaid administrative offset of this size, and have policy 
concerns about using non-Medicaid savings -- in particular, Medicare savings. Although 
HHS support reducing Medicare spending, they are concerned about both enacting them 
because of the regulation and the political challenge of explaining why a Medicare 
change is needed for a Medicaid regulation. 

As much as they want the reg, they life not willing to come up with an offset for it. 

'. 
Our thoughts.. We believe that t4is reg is important and shQuld be published one way or 
another. It would be particularly appropriate for the Fan:iily Cbnference, because it would give' 
the President an opportunitY to talk about how he has changed Medicaid from being a program 
for single mothers to families. It also can help us fight off States desire to use CHIP for adults. . 	 --=----. . 

. 	 ...... 



However, we think that'there is a bigger issue/here. While OMB is right that stich a reg could 
decrease the surplus, the decision to hold regulatory actions to the same budget rules as 
legislative actions has important ramifications. First, it may result in delays in publishing regs, 
since agencies may start holding regs with savings so that they can be published at the same time 
as with regs with cost. Forcing a coupling of regs with savings and costs could cause political as 
well as policy problems. Second, we are already uncomfortable with the extent to which often 
extremely uncertain cost estimates influence policy decisions, Given that reg effects are 
typically smaller and probably more difficulrto estimate, we don't think making cost estimates 
the central concern in whether to publish a reg is good policy. Third, it is only a small step from 
requiring an offset for a regulation to requiring an offset for other administrative actions (e:g" 
executive orders, Secretarial initiatives), Should the offset requirement be.broadly applied, we 
are, in essence, placing a new, important restriction on executive authority. And, lastly, at a time 
when the Congress is rushing to spend the budget surplus,a legitimate question needs to be 
raised about the advisability of restricting our ability to address priorities administratively, 
consistent with our legal authority, even if there are cost implications. 

We have had preliminary conversations with OMB;and they may eventually give on this reg if 
HHS promises to find offsets for all future regs, We are hoping to have some news tomorrow 
and will keep you informed. 
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BACKGROUND ON THE MEDICAID ~'100-HOUR RULE" 

OVERVIEW. The new"1OO-hour rule" regulation gives states increased flexibility to offer 
Medicaid to low-income, working parents. Under previous welfare and Medicaid rules, a two
parent family could only be eligible for assistance if the primary wage earner was unemployed, 
defined in regulation as working less than 100 hours per month. Because this tended to 
· discourage parents from working and was not applied to single-parent families, a number of 
states received awaiver ofthis "1 OO-hour rule" prior to welfare reform. However, states that did 
not receive such a waiver cannot do so now because welfare reform locked in place the states' 
eligibility rules as of 1996 . 

. The revision of the regulation allows all states, including those without waivers, to change the 
. : 100-hour rule, thus allowing them to cover two-parent, working families. As such, it eliminates 

· a vestige of the old welfare system that provided disincentives against marriage and full time 
work. Combined with flexibility in setting income eligibility, this provision also enables all 

· states to cover many low-income, two-parent families under Medicaid. 

PROBLEM. Historically, Medicaid was an add-on to welfare, so that, in general, only people 
receiving welfare were eligible for Medicaid. Welfare (prior to reform in 1996) was limited to 
certain types of families in particular, single-parent families or two-parent families where the 
primary wager earner is unemployed. These "deprivation rules" date back to the creation of the 
Aid to Families with Dependent Children (AFDC) program, which was targeted toward "broken" 
rather than poor families. 

Since President Clinton took office, the inequities of limiting cash assistance and Medicaid to 
only a narrow group of two-parent families led to changes designed to encourage work and 
marriage. Rather than using the regulatory definition of "unemployed" under the old welfare law 
-- working less than 100 hours per month -- many states received waivers to encourage work by 
considering parents working more than 100 hours a week as "unemployed." As of 1996,32 
states had received such waivers . 

. t. " 

· Welfare reform in 1996 limited other states from changing the 100-hour rule to allow them to 
cover two-parent, working families under Medicaid. It replaced it with a rule that states must, at 
a minimum, offer Medicaid to people who would have been eligible for welfare prior to the law. 
States could cover additional groups of people, but only if their income or resources were higher 
-- not if they worked more hours ..While states that received waivers of the 100-hour rule prior to 
1996 could continue those waivers, the remaining 18 states plus the District of Columbia were 

. locked into their pre-1996 rules. 

REVISED REGULATION. To allow all states the flexibility previously offered under welfare 
waivers, the Secretary of Health and Human Services is revising the regulations at 45 CFR 
233.101(a)(1) to permit states to extend Medicaid eligibility to families whose parents would not 
have met the 1 OO-hour rule contained in the existing definition. This is a final regulation with a 
60-day comment period. 
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EFFECTS OF THE CHANGE 
The following 18 states (plus District of Columbia) did not, at the time of welfare reform, have 
statewide waivers of the 100-hour rule: . 

. , 
Alabama . New Hampshire 

Alaska New Jersey 

Arkansas New York 

Colorado North Dakota 

Florida Oklahoma 

Kentucky Pennsylvania 

Louisiana South Dakota 

Maine Virginia 

Nevada Wyoming 


States with waivers for only subsets of families (e.g., certain counties; only parents under the age 
of 21) also can broaden eligibility through this revised reg~lation. 

There are two main benefltsofthis change. First, it eliminates an anti-work and anti-family 
vestige of the old welfare system. Instead of rewarding work, the 100-hour rule took away health 
care from two-parent families who.increased their hours at work. And instead of rewarding 
marriage, it punished single mothers who married and gave preference to single over two-parent 
families. 

Second, the revision allows all states the important option ofcovering low-income parents. 
While Medicaid coverage ofchildren has expanded, most states have.not been able to extend 
coverage to their parents because ofthis rule. This change gives all states the flexibility to give 
the whole family, and not a fraction of it, health coverage. With this flexibility, approximately 
135,000 people could gain Medicaid coverage. 



"f-!ealth "are Financing Administration 

7500 SECURlTY BOULEVARD 
OCT - 4' 19S6 BALTIMORE MD 21244-1850 

Dear State Medicaid Director: 

The Personal Responsibility and Work Opportunity Reconciliation Act of1996 (P.L 104-193) has 
substantial implications for Medicaid eligibility systems and responsibilities. In order to address 
implementation issu~s carefully, we have been working very closely with thejoint FederaVState Eligibility 
Technical Advisory Group (E-TAG).. Th'at pr()ce.~s is continuing, and will culminate in the issuance of a 
State MediCaid Manual issuance 'in Dec~mber which. will address many of the eligibility issues. . . . " - . " . . - . 

In the meantime, we understand th,at some States are muvin3 4lhead' to submit Temporary Assistance to 
Needy Families (TANF) plans. ~n such cases, we will presume that you will continue to provide Medicaid 
eligibility for all the groups you covered on July 16, 1996, including permissible legal immigrants.. For· 
administrative purposes, we request that you notifY us to that effect. If you are going to make any change 
to Medicaid coverage of eligibility groups, please submit'a State Plan Amendment to do so. Plan 
Amendments may be submitted to us using whateyer format you think appropriate, but providing as much 
information as necessary to describe the eligibility options you are electing for Medicaid. We are happy to 
work with you on the details of plan amendments as you proc(ed with implementation. . 

Ple~')e recognize that ma~y legal immigrants (who might otherwise qualifY for Medicaid) entering the 
country on or after August 22, 1996,. are not eligiblf> for Medicaid for five (5) years. However, under 
Section 402 of 'Po L 1 0 ~ -193, States.must coninue to provide Medicaid eligibility, until at least Jam''lry 
1, 1997, to any qualified immigrant receiving Medicaic on August 22, 1996. States should be aware that 
Section 402 also permits states to continue c(werag~ fM most legal immigrants and to receive Federal 
,!latching funds fOl coverage of these indivlauals. In' any evellt, States must continue to cover immigrants'. 
enrolled in Medicaid prior to August 

" 
22, 1996 until the State submits a State Plan Amendment to the 

, .. ' , . 
contrary. 

, . , . 
To sum up, in the absence of submitting a State Plan Amendment, you are expected to continue providing 

Medicaid eligibility for all the groups you covered on July 16, 1996, including permissible legal immigrants. 
. . 



" 

, 
, 

.' 

We will keep you informed a~we dev~lop Feder?l policy to imple~eilt lhis Act and will issue further policy 
guidance as soon as possible, Thank you for your cooperation in implementing this program. . 

, '. • '~>< .' ~ '.' .' , '. .' • 

. SIncerely, 

Judith D. Moore , . 

Actillg Director 
, 'i' .' 

Medicaid Bureau,' 
',' ' 

cc: ,_ 


All Regiollal,Adm.inistrators 

All Associate Adrrtinistrators for Medicaid" 

Lloyd Bishop,.OLIGA 

Jennifer Baxendall, 'NGA 


, Lee P'artridge,. APWA ., 
, Joy Wilson, NeSL 

_.. " , 

.. ' " . 

. .' ..... 
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FACT SHEET # 1 

LINK BETWEEN MEDICAID AND TEMPORARY ASSISTANCE FOR NEEDY F AMlLIES 
, , ' , . 	 . ,'. 

<(TANF) 

. Prior to 'enactment of P.L 104-193, the Pe~sonal Resp~~sibility and Wor~ Opportunities Actof 1996: 

o 	 Individuals who receiv~d AFOCcash a:ssistance or who ~ere deemed to have received. 
~bc were automatically eligible for Medicaid~ (Section 1902(a)(IQ)(A)(i)(l) of the 
~~~~. < 	 • " • 

. ~'. 

o 	 Families who lo~t AFDC cash assistance because of employment or receipt of child (or 
spousal) support payments were eligible for transitional Medicaid assistance for an 
additional period of time. <(S·,:.::tions1 ~02(a)( IO)(A)(i)(I) an~ 1925 of the Social Security 
Act) 	 . ' 

o 	 . Various rules of the AFOC program were used to establish Medicaid eligibility for other 
JYledicaid-only eligib,ilitY groups (e.g., p~egnant women arid children whose eligibllity'is

'. '" 
related to the poverty level, optional groups of children 'and caretaker re.latives who do 
hot receive AFOC, and the medica!lyiie'edy.) (Section 1902 of tHe Social Security· Act) 

The rie~ welfare reform law eliminates the AFDC cash assistance progr:Jn and replaces it with a block. 

grant program called Temporary,",ssistance for Needy' Families (TANF) (Section 103 'of the new law), 

However, f3.!TIilie~ who meet the AFOe eligibility.criteria prior to welfare r~formwill be eligible for 

Medicaid. States are not required to make a compl~te eligibility determination using all the pre-reform' 

AFOC program rules. This determination is replaced by two basic eligibility requirements: . 


o 	 . The family income ~d resources' mu~tmeet the pre-reform AFoe standards (Secti~n . 
1931 (b)(1 )(1) of the Social Security Act), . <'. 

o 	 The pre-r~form AFDe deprivati'onrequi~~ment must be met: (i.e., a child must be living 
with a par~nt or other relative and deprived of parental suppoit or care DY the death~ . . 
absence, incapacity or unemployment of a parent.) (Section 1931 (b)(1 )(A)(ii) of the ' 
Social Security Act)' ' , 

. '. 

". 


As under pre-reform law, if a family loses Medicaid eligibility because <of employment'or 'receipt of 

support payments or employment and received Medicaid in three of the prece<;ling six month~, the . 

family is eligible for a period of e~tended Medicaid benefits. (Sections 408(a)(ll)'an<;l1931(c) of the 

Social Security Act), ' ' 


• I 	 . ~ , ! , 

States are permitted to deny Medicaid benefits toadults'and heads of household who lose TANF benefits 
because of refusal to work. However, welfare reform 'law sp~cifically exen:tpts poverty~rerated pregn:ant ' 

. ~ .1 



" 

women and childrenfr~m this provision and mandates their continued Medicaid eligibility. (Section 

1931(b)(3)ofthe Social Security Act) '. .. 


Because the AFDC cash assistance program is eliminated, welfare reform provides that any reference in 
Title XIX to an AFDCprovision ~r an AFDC State Plan will be considered a reference to the AFDC 

. provisiolJ or plan in effect for the State on July' 16, 1996, i.e. "pre-reform" AFDC. This effectively 
freezes the pre-reform AFDC program for all Medicaid eligibility purposes, except that welfare reform 
'also permits States to retain flexibility to change the applic.able income and resource methodologies, as 
follows: 	 . .,. . '0;, , '. 

o 	 A State may lower its income standards, but not below the standards it ~pplied on . 
May I, 1988. (Section 193 1 (b)(2)(A)ofthe Social Security Act): .. 

o 	 A State ~ay increase its income and resource standards up tcfthe percentage increase i~· 
the CPI subseqmmtto r;!ly 16, 1996. (Section 1931(b)(2)(B) of the Social Security Act) 

o 	 ,A State may.also use ltfss restrictive income and resource methodologies than those in 
effect oli .July 16, 1996. (Section 1931 (b)(2)(C) of the Social Security Act) 

Related Fact Sheets: 

Link Between Medicaid and SSI Coverage of Children under. Welfare Reform 

Lin~ Between Medicaid and the Immigration Proyisions of the Personal Responsibility and Work 
Opportunity Act of 1996 . 


Increased Federal Matching Rates for Increased.Administrative CostsofEligibility Determinations under. 

Welfare Reform" . . '.' 


'.. 
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, FACT SHEET #2 " 

LINK BETWEEN MEDICAID AND SSI COVERAGE OF CHILDREN UND.ER 

WELFARE REFORM , 


Under the ne~ law, the' definition of c~ldh60d disability is no longe~ linked to the de~nition of 
disability for adults, The reference to "comparable severity" in'the old law has been deleted .• 

The new definition says: (1) an individual under the age of 18 shall be. considered to be disabled 
,under SSI if that child has a medicaIiy determinable physical or' mental impairment, which results , 
in marked and sever~ functionallhnitations, and which can bee~pected to result in death or which' 
haslasted or can be expeCted to last for acontinuousperiod ofat least twelve months; and (2) no 
indi~/idual under the :age of 18 who engages in s'ubst~mtial gainful activity may, be considered 
dIsabled. ' 

" In addition tothe new definition of disability for children, the'law mandates two changes to 
'current evaluation criteria in'~SA's regulations. SSA m"st: (1) discontinue the individualized 
, functiomil assessment (IF A) for children; and (2) eliminate maladaptive behavior in the domain of 
personallbehavioral function in determining whether a child is disabled. 

In ~ost States,individ\lals who are eligible for SSI, are ~lso eligible for Medicaid. These changes 
will result in some children losing S5I, and therefore Medicaid'eligibility, However, many of the ' 
children afftectedcould still continue to be covered under Medicaid because' they meet other ., 
Medicaid 'eligi,bility criteria .. States are required to perfo~rri a redetermination ofMedicaid 
eligib.ility in allY case where an individuallo,ses SSI and that determination affects the individual ''8"' 
Medicaid eligibility, ' 

Section 204(a) of tL-, new law'provides that SSI ·payments, for all beneficiaries, inchidi'ng children, 
, may only 'begin as of the first day of the .month following;' (1) the date the application is filed or, if 
later, (2)the date the person first.m~tlt~,jlll eligibility factors .. This is a,delay in SSI eligibility in ' 

, comparison w;(h the old law. ..,;,.",',,' ,',', , , ' 
., • • " '. c • ',*' .' i <. 

Under Section 211 of the new law, SSA is required to redetermine the eligibility of recipients 

under age 18 by August 22, 1997. No SSI-eligible c~ildmay lose benefits by~reason of a, 

redetermination of disability using the new definition earlier than July 1" 1997, ' 


'Also under Section 211, SSA is required to send notices to the representative payees of all 
affected recipients nolatertl'ian January 1; 1997: ' 

Related Fact Sheets: 

Link Bet~een Medi'caid' and T~mporary As~isiance for Needy F a~ilies'<TANF) 
, . 

1 
" ' 

.. . , 



" '. 

Link Between Medicaid and the Immigration Provi~ions of the Personal Responsibility and Work',· 
Opportunity Act of 1996 , ',' 

Increased Federal Matching Rates for Increased Administrative Costs ofEiigibillty 
Determimitions Under Welfare Reform " . , ' ' 

'. ; 

, .~. ~.. .. " 

, , 

.!. " ,'~ 

, . 
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FA~T SHEEr" '#3 ' ," 

LINK BETWEEN MEDICAID AND THE IMMIGRATION PROVISIONS OF 
THE PERSONAL RESPONSIBILITY"AND WORK OPPORTUNITY ACT OF 1996 t 
.... 	 '.' . 

Medicaid Eligibility of Legal Immigrants . 

The Personal Responsibility and Work Opportunity Act ~f 1996 (PL, f04-193) identifies tw~ 
categories oflegal immigrants: "q.ualified aliens" and othe~s. ' , 	 ' . . . 	 " 

"Qualified AIi(!n" Defined: A "qualified alien " is an alien who is lawfully admittedfor' 
permanent residence under various sections ofthe Immigrationand Nationality Act (INA), 
including: an asylee, a refugee, an individual who has been paroled into the U.S. fora period of 
one year, ail Individual who has had hislher deportation w.ilhheld, and who has been.granted . 
conditional entry. This definition also ineludo:.. h:tllf:~red immigrants, andior immigrants who 
would. be indigent without aS$istallce, bec,ause iheir spqnsors are not providing adequate 

. 	 .'. ' 

,support. " 

States have the, following options to cover legal immigrants, as long as these individuals meet the 
financial and other eligibility requ,irements of the program, 

,Immigrants Residing in the U:S. ' 

States are not required .to end, Medicaid' coverage or eligibility for any "qualified aliens'~ residing in 
the U. S, before August 22, 1996, If the State Plan already provides such coverage and eligibility, .. 
HCF A wmpresume the State will contiriue.to provide Medicaid to these individuals, until a'State . 
Plan Amendment is submitted to the contr~ry, 

o 	 For immigrants who are "qualified aliens" receiving Medicaid benefits (were enroll~d in 
the State's Medicaid program) on August 22, 1996, States must continue Medicaid 
coverage until at least January '1, 1997. After that date, HCF A will assume that Stat~s are' 
cOI .•inuing t6 cover.these individuals, unless-·.~? '~[ate amends its State Plan to discontinue. 

" coverage of these individuals, 

o 	 For immigrants who are "qualified aliens" residing in the United States before August' 22, 

1996, but were not enrolled on th~t date, whether eligible or not, States have the option 

not to provide Medicaid beginning on August 22; 1996. To do so, the State must amend 

its State Plan.' 	 " . 

0' 	 For other immigrants who are not "qualified aliens;': Medicaid eligibility was terminated 

on August 2~, 1996 under P.L.104-193, except for those receiving SSI. Forthese 

immigrants, Medicaid eligibility continues until SSA redetermines eligibili~y (see page 4). 


http:contiriue.to
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" ' 

Except~d Groups of Immigrants, 

" There is an excepted group of immigrants to ~h,om the State must provide Medicaid coverage, : 
provided, the individuals are otherwise eligible. The following groups of immigrarits are 
considered part ofthe,excepted group: ' , 

, . 

o 	 Refugees -- For the first 5 years 'after entry to, U, S, in,that status 
", 	 ,.. " 

b 	 Asylees ;.-For the firs~,5 years after granted asylum, 
, 	 ' 

, , 0 	 ' Individual~ whose deportation IS being withheld by the INS --' For the first 5, years , 
, after grant of deportation withholding 

. " 

'0 LawfuJ Permanent Rt::>;oents -- Afterthey have been credited with 40 quarters of 
, coverage underSoCial Se'curhy (based upon their own worka;}d/or that of :;·pouses 
or parents) and ~o ~ed,eral means-tested public benefits were received by the 
individual in the qu'arter to be credited (or the spouse/parent on whose work 
record quarters were credited).' Members of this group are not excepted i.fthe 
immigrant arrives in the U.S, after August 22, 1996, 

o' , 	 H~norably discharged U.S, military veterans, active duty'mili,taryp~rsonnel, and 
their sp'ouseE and unmarried depen9~nt chiIOren -- At any time, 

,Immigrants Admitted to the U.S, OnorAfter August 22;1996 

There is a mandatory ban on Medicaid eligibility for imJ11igrants who are "qualified aliens" newly 
admitted tothe US. on or after August 22, 1996 .. nie ban is in effect for the first five years they 
are ,in' the U.S, in that status, unless the individual is a member of one of the excepted groups, ' 
After the five-year ban expires, an immigrant's access to Medicaid is at State option (for those . 
otherwise eligible). For those who have individual sponsors who sign new, legally bi'nding , 
affidavits of support (required' elsewhere in welfare refor!., beginning no'later th;iO February 

, 1997), States must dee~ the income and resources of the immigrant's sponsor (and sponsor's 
, spouse) to be available tOSlippOrt the immigrant when determining the immigrant's'eligibility for 
Medicaid. For most immigrants, deeming will not take effect for five years. " 

. 	 ,~ , ! ..' 	 . 
Individuals wh~ have been credited with AO 'quarters ofwork without receiving assistance are riot 
considered an except~d group und.er these provisions'" , , 

" 

2.'. , 

, ' 

, "', 
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':" 

, Sponsor to "Qualified AHen" Deeming of Income and: Resources' 
• r 	 '" 

There is n; deeming of sponsors' income ahd resources for individuals who e~tered the U. S, 

under the old affidavits of support, The new deeming' requirements 'apply to Medicaid in the 

following situations: 


o 	 "Deeming 'appl!es only to sponsors signing ,new, legally binding affidavits pf , 
, support, 

. . 	 . . 

The sponsor's arid sponsor spouse's income and resources will be counted ,when 
, determining the income arid resources available to the immigrant ~they sponsor:' 

, 	 , ' 

o 	 Deeming applies only to immigrants who are sponsore,d by individuals. 

o 	 , Under the omnibus appropriations amendmej~ts, deeming does not apply, t,o, , 
battered immigrants or to those who would be indigent, define9 as unapl~ to, obtain , 
food and shelter without assistance,cecausetheir sponsors are not providing, 
adequate support, 	 ' , ' ,. ' 

o 	 , Deeming toritinues until 'the earlier ofnaturalization by the immigrant or. the 
immigrant's being credit~d with 40 quarters of <;ocial' Security coverage, ' Such 
quarters do not include. any 'quarters ll:fier Dece.mber 31; 1996 in which, the 
ilT!migrant (o~ the immigrant's spouse/parent on whose work record the immigrant 
is credited with ,quarters) receives Federal means-tested b~nefits, , ' 

o 	 Sponsors must r~imburs~ Federal, State, and local governments for the cost of' 
means-tested benefits received by the sponsored immigrant during the deeming' 
periort, but excluding the costS'ot emergency medical services, 

Emergency S(:vices 

Provided they meet the financial and categorical eligibility requirem'ents, both qualified aliens and 
non-qualified aliens continue to be eligible for emergency services under Medicaid . 

. SSII Medicaid Connection for "Qualified Aliens" 

Other provisions ofwelfa~e reform ba~:r~ceipt ~fSSI cashbenefits'fcir both currelJt- and'new 
otherw,ise eligible" qualified aliens;" unless they are amember of cine ofthe except'ed groups , 

, listed above. ' . ' 
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Indivi'duals who contin~e to recei~e SS'I cash benefits wo~ld be eligi'ble for Medicaid under the 

usual rules. The S~ci~l Security Administration must redetermi,ne the SSI eligibility of all 

immigrants within one year ofenactment. Upon.redetermination, the immigrant may lose cash 

assistance ifhe/she is n~t a member of one oftneabove excepted groups.' ' . 


. . 
States. are required toperfo~rri ~. redetermination ofMedicaid eligibility in any case ~here an ' , 

individuallos~s SSI and thattermination affects the indvidual's eligibility for Medicaid. Those 

losing or .barred in the future' from receiving SSI cash benefits will find their Medicaid benefits 

affected in thefollowin~, Ways>' . . 


o· . A State that has opted under its Medicaid plan to cbver non-cash SSI-reiated groups, 

would auto~atically continue Medicaid for "qualified aliens" who fit into those groups. 


b A' State that has not previously opted under its Medicaid State plan to cover non-cash 
'SSI-related groups could; as always, s:...:bmit a State plan amendment to provide coverage 
for non-cash SSI-related groups: HCFA is exploring options to.permit States to dothis as. 
simply as possible, 

In' addition, a State that opts to. cover onlySSI cash recipients may stilI be.ableto cover some ~f 
the "qualified aliens" under other provisions ofcurrent Medicaid law (i.e., poverty-related 
pregnant women alld children, medically needy, e~c.). 

An immigrant who 10sesSSI cash benefits would continue to be eligible foi Medicaid u~tiJ the' 
. State conducts a Medicaid eligibility redeterm~nation (which requires consideration of other bases 
for Medicaid eligibility for which the individual may qualify) and has found that the individual 
does not quality f9r Medicaid by any other means. 

Related Fact Sheets: 
, , 

Link Between Medicaid and Temporary Assistari'ce for Needy Families (TANF) 

Link Between ~1edicaid ~nd Coverage. ()I :SSI \.'tlll'rirei1l'nder \) ~liare Reform . 

Link Between Medicaid and the Immigration Provisions of the Personal Responsibility and Work 
Opportunity Act of 1'996 . '. . 
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FACT SHEET #4, ' , 

'INCREASED FEDERAL, MATCHING RATES FOR EXTRA 
ADMINISTRATIVE COSTS OF ELIGIBILITY DETERMINATION' 

UNDER WELFARE REFORM 

, ' ' 

The Personal Responsibilityancl Work Opportunity Recol).ciliation Act of 1996 . 
(P.L. 104;.193) has substarttialimplications for Medicaid eligibility systems and responsibilities.', ' 
Section 114 of the law (Section 1931 (h) oqhe Social SecurityAet) provides a special fund :of 
$500 million for enhanced Federal matching for States' expenditures attributable to the . 
adlTlinistrative costs of Medicaid eligibility determinations due to the law: ' The specific features of 
this provision are described below: " ' . 

Feder~l Financial Participation (FFP), Rates' , 

" 
, The normal FFP rate 'for States' administrative costs for eligibility determinations in the, , 

Medicaid program is 50 percent. Howeve~, under thisnew law, the Secretary is given, ", . 
'aiscretion to increase the FFP rate above 50 percent, up to a fixed.national cap of $500 million for 
this enhanced funding. This enhanced funding is for extra administrative costs . 

, applicable to the increase~ c()st of eligibility determ~n~tj'ons due to welfare reform/ 

National Limitation onTotal Funding 
, " .' -' ',' 

The total Federal fundsa~ailable for ;i1hanced match are liinited to $500 million. . ." 

Time Limitati'ons 

The $500 milli,on is available nationally for expenditures during the' Fiscal Years 1997 

through 2000. ,For each state, however, the enhanced f1.tnding is availablefor only the 

,first 12 calendar quarters in which,l:l State's TempoJ'ai'j Assistance to Needy Families (TANF)." 

program is in effect after Augt.i~t 21, 1996. ' , 


,Related Fact Sheets:, 

Link Between Medicaid and Temporary Assistance 'for Needy Families (TANf) 

LinkBetween Medicaid,and Cove~age ofSSI Children under Welfare Reform 

Link Between Medicaid and the Immigration Proyisions of the Person~l Responsibility arid Work 
Opportunity Act of J996 .' , 


