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MEDICARE COMPROMISE

MEDICAL SAVINGS ACCOUNTS (MSAs) 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 study
and make recommendations as to whether option should be
continued/expanded. Open enrollment; health screening
prohibited.. : Ca ’ ' o ;

4-year demonstration of private fee-for-service plans

'in 10 states. Current-law rules for balance billing;

premiums for basic Medicare benefit package cannot
exceed actuarial equivalent of Medicare deductible;
coinsurance uniform for all beneficiaries. Open .

“enrollment; health screening prohibited.

NO "FAILSAFE' OR "LOOKBACK" CAPS ON FEE-FOR-SERVICE

BALANCE BILLING

No balance bllllng permitted for authorlzed services
received out~of-plan. ‘

. Balance billinq permitted for privaté'feé-for~
service demonstration (see above), but limited to
~current-law effective rate for fee-for-service.

PREMIUME ABOVE MEDICARE CAPITATED PAYMENT

B

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

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

MEDIGAP PROTECTION

Requlre Medigap plans to accept all benefic1arles 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 Medlcare.

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 average premium
charged by that plan to beneficiaries with

comparable demographics (e.g., age).

oy



ENROLLHENT

Requlre 1n1t1al contacts with beneflclarles 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 1nformat10n about
all plans in area.

After- transition period, plans could contact and enroll

beneficiaries directly. Health screening prohibited.

SAVINGS PROPOSALS

-8

‘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
$150,000). This proposal could be expected to save
in the neighborhood of .$10 billion over 7 years.



MEDICAID COMPROMISE

~ _NEW GENERAL FLEXIBILITY PROVISIONS FOR STATES, including:

° Eliminate fbdcrﬁl waiver process for mandatory ~enrollmcnt in fnanagcd care.

e - Ehmmatc fcdcral waiver process for home and commumty-bascd care opnons

° Repeal the Boren Amendment.

° Repeal the cost-based reimbursement requirement for health centers/clinics.

° | 1 cheai rcqxiircmcnts forfedcral ‘revicwvofy managed care cont;"zic;s exc:cding $100,000.
, FINAN&IING '

[ Accept and work off the NGA financing forﬁiula to achieve CBO scorable savings,

(which has no cap and ensures that federal support increases with enrollment), but
retain current law with regard to state matching and provider tax rules.

EﬂGIBILITY'

e . Accept NGA dcf'mmon of eligibility with the’ exccptlon of two modxﬁcanons to the
* kids and disability definitions.

~—  Retain current law that phases in klds ages 13-18 but rcpcal requirement that
makes it impossible for states to "roll-back" optional coverage of kids and .
ﬂpregnant women to the mandatory poverty/coverage lcvcls

_— Rctam federal dxsablhty demgnanon authonty, but restrict it to the deﬁmtlon
‘ "agreed to in the welfare bill, (which excludes alcoholics, chemical and »
substance abusers, and some definitions of SSI kids from max;datory coverage). o

. Empower states t0 use any Medicaid saving§ to provide coverage of anyone under 150
percent of poverty WITHOUT any federal waiver.



BENEFITS

. | 'Accept the NGA benefits deﬁmnon, but retam appropnate federal standards to ensure
that the benefits are meaningful.

—— Retam current law's flexibility in defmmg 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 natrow the deﬁnrtlon of. “treatment” that states must
pmv1dc for chlldren under the EPSDT benefit. ’

° Allow states to Tequire nommal copayrnents for Medlcald HMO coverage

ENFORCEMENT

s Accept NGA pmposal to repeal the Borcn amendmcnt and all other provrder rxght of
action suits. :

] Aocept NGA proposal that requires all state admrmstratlve appeals to bc exhausted
pnor to any court appeal on ehgxbrhty or benefits dxsputes

° Preserve mdxvrdual federal right ot‘ action (through the federal courts) for elrglbrhty

disputes, but limit access to federal courts (and substxtute state court junsdlctron) over’
most benefit dxsputcs :

SI‘RUCI‘UREISECOND TIER ISSUES

Repeal outdated managed care quallty standards, i.e., the pnvate/pubhc—?S/ZS
enrollmcnt rule, and substitute outcomes onented quahty rules.

| Retam federal nursing home standards and enforcement, but elrmmate duphcatlve

nursmg home resrdent reviews and allow for nurse—ande trammg to take place in rural
nursing homes.

Retain current federal family ﬁnanc1al pmtectrons, like spousal impoverishment and -

protections against liens on family property

Preserve current law protections by drafting reforms off of Title XIX.



Possible Seven-Year Deficit Reduction Plan

ﬁiscretionafy:" $ﬁ98 ‘ : .
‘Mandatoryz‘ o
Médiéare ‘ - $140
Medicaid'~“ir, T 862
Welfare 840
grre’ $8
Other Méndato:y. : $6?A

- $317
Tax Cuts - - $140
Corporate Loophole 835
Closers
CPI baseline , ‘$58
adjustment
Debt Servide "562 ;

$610
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More Troubles for Teamsters Preszdent

Mentor Faces Corruptzon Charges, and E lectzon Rules Are Rejected

By STI*."VEN 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 federal
oversight board filed charges this
month that could lead to the expul-
sion of the head of the Teamsters in
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 union 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 the rules that the union and
government had proposed for next

- year’s Teamsters election.

“The submissions are a farrago of
il 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
spelied out what specifically he ab-
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 $30,000 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 ad minis-
trative assistant. Mr. -Brennan is
president of Teamsters Local 337 in
Detroit and of Teamsters Joint Coun-
cil 43, which oversees all of Michi-

An even rockier road
to ending federal

_ oversight of a union.

gan'’s locals.

When federal officials 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 meet that qualification by hir-
ing him as an assistant.

The oversight board has forward-
ed its charges to the Teamsters exec- -

utive board to investigate. 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 expuision.

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 contrary.
. *“This, is going 'tc be a test for

,‘Hoffa," said Ken Palf, national co-

ordinator of Teamsters for a Demo-

cratic Union, a faction that has re-
peatedly clashed with Mr. Hoffa.
“His mentor, his benefactor, the man
who created a position 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 brmg
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.campaign.

“The fact is Carlow participated
fully in the investigation and was not
named 35 a defendant,” said Bret
Caldwell, a Teamsters spokesman.

Regarding 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 1898 after
finding that aides to Ron Carey, who
narrowly beat Mr. Hoffa in 1896, 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 appropnate in hght
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
objectionabie 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 Says

By ROBERT PEAR

WASHINGTON, June 18 — Nearly
a million low-income parents have
lost Medicaid coverage and have
probably become uninsured since
Congress and the states 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 in Medicaid in 15 states had
declined by 945,880, or 27 percent —
to 2,557,673 in December 1999, from
3,503,353 in January 1996,

Those states are home to 70 per-

1 cent of the uninsured adults who are
 under the age of 65 and 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

UPDATE

Losing Welfafe, Losing Medicaid

A new study finds that since the overhau! of welfare in 1938, the

thousands of children also lost Medicaid when their famities lost
weifare benefits, but this foss of coverage has been partly ofiset by
new federal and state health programs for children.

RANK OF STATE
[ BY NUMBEF OF
| LOW-INCOMEADULTS _goe, _gg
M
i

6 Georgla “
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guarantee continuation of Medicaid -

coverage for people losing cash as-
sistance. But many states did not
carry out the requirements of the
law, and until recently federal offi-
mals said they were unaware of any
serious problems.

Under federal law, people leaving
welfare are automatically entitled to
health insurance under Medicaid for
six months 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 of 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. Poliack said that New York
and Ohio had liberalized eligibility
standards for Medicaid in the last
year so more parents wouid qualify.

Economists said the number of
people on welfare and Medicaid
might be 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 probiem.

Arizona

15 - Tennessee
TOTAL, 15 STATES

|
i
! Source: Famidies USA. lrom state Modicaid agency data
i
i

PERCENTAGE CHAN\:E

*State did not provide Dec. 1999 data; for Louisiana, most recent figure is for
July 1999 for New Jersey and Ohio, figure is for October 1999.
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Leaving welfare for
low-wage jobs, often
without health
insurance.

Reductions in Medicaid enroliment
are, in fact, fueling an increase in the
number of people who are unin-
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, federal officials did
not acknowledge that the 1996 wel-
fare law was contributing to an in-

crease in the uninsured. in May 1999,

Ms. Skolfield said it was ‘‘too early to
know for sure if there is a cause-and-
etiect reiationship.”

3
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
federal and state health programs
specifically for children.

Mr. Pcllack said most states im-
posed strict limits on the income that
a parent couid earn and still qualify
for Medicaid. 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, Virginia 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.
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CENTER ON BUDGET AND POLICY PRIORITIFS
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To: Ken Apfel - Date: Maxch 5, 1996
395-51% |

. Pages: = 4, including this cover
Subject: hmdmagefwAFDszmm

option. Itseamsthunwon]dwbcvaydzﬁmkfotmwbcmqmdmfonowopmone ‘ ﬁ
of their proposal — to cover children and parents whose income mects state AFDC standards, - '
particulady if you translate those standards 8 percent of the poverty level, Thus, in any given
smc.d:hdrm children over age 12 would have to be covered if their mcome were x percent of
Wuw(mﬁ&”wwmngﬁwmscmmmwﬁem
“poverty lovel). Medm:dmctmhswouldapply

~ The only wrinkle is whether depnvanou”nﬂesfmchﬂdrmovatwclvemdpanmswmldbe' ,
. retained. We have proposed that states be allowed to drop deprivation rules as a state option. It
- may have a price tag (hence it should be an option rather than a mandate), but given the very low
Ievels of income that wopld be applied to this group of older children and parents it is not clear
that the cost would be very high ncopumanmmwmzplmlygdmyﬁmnmg
AFBCrdafwadpmpmmtheevmthmCmmpdnd. -

Oarpomt(zsnotadmﬁxemchcdnmo)lsthatmegmozs pmposalivmluvcomhgc

[umbem af kide pnd pavents % MV thdss the program and that there s » sohstion that

- would not carry with it all of the AFDC program rules. The governors® seized on the fight
~ approach in their option 1, but then ondercut that zpproach by allowing the other options.

mwmmmmmmmmwwmumnm
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MEMO

Te: mmdm

" From:  Cindy Mam

Subject: LﬁdwmdehgﬂnhtyforAFDCmcqnenrs
Date:  March$, 1996

- Simeﬂmbegmmgofanedmﬂmognm.d:gm}nyfmwthdebgzhhqu
Medicaid hgve been linked. Linkage made sense: AFDC was intended to aid the poorest children
and their parents, and it followed that the same proup of people ought to qualify for Medicaid as
well. Over time, Medicaid eligibility rules have been expanded to assure coverage of some groups of
Wchﬂdunandfwﬁnmwommthoumﬁsrdmrecetftofcashm mmgmhtyhnkbetween

AFDC and Medicaid was retained, however, becanse hinkage continued to be a simple, direct means
fmmnﬂngwmep(monhemhmm@emmgc. -

: In Yight of proposed changes in the welfare system, however, hnkagcmﬂ:cashassimnmis '
£0 longer an effective means for assuring that poar children and parents receive coverage under o
‘Medicaid. The governors’ mmmwwmmmmmmmmmmm '
that determine the categories of people who shall receive welfare paymeats; the design of the welfare
program or programs that would replace AFDC would be left almost entirely to the states. The
question of how to assure Medicaid eligibility for the chikdren and parents who no longer wougld be
gnmmedcovmgethmughhnkagewnhAFDCmamnalonc Approximately 1.5 million
dnldregc over age 12 and four million parents currently receive Mecﬁcmd based on thetr eligibiliry
Jor AF, ,

: Whﬂedmemmsuppmfmmopmkmuwoﬂdaﬁcmmmmhmuﬂmbﬂmm
design welfare programs end (o experiment with new approaches to reduce the welfare rolls, even the
most srdent supporters of radical welfare refarm do ot suggest Mat refonm is promoted by leaving
millions of very poar children and parents without access to health caye. Throughout much of the
welfare debate in Cangress, Republican leaders have taken the pasition that changes in cash
. assistance should not affect Medicaid eligibility. For example, the House and the Senate welfare

bills sought to assare continued Medicaid coverage for poor children and their parents by requiring
mmwmmmmwmmmqunﬂmmummmme&m”

- of March, 1995,

However,becmseofﬁwclosexelaﬁmshi; hetweenAFDCandMadica‘dlmderamntlaw,
the task of assuring that families that currently receive Medicaid through the AFDC Linkage would -
rmmenablefnrMedicaidifAFDCnrepnledxscomplex. Thcgovmms plantacklsthcisue,
bumsappmachmamnsﬂaws.

777 North Capitol Street. NE, Suite 705, Washington, DC 20002 Tel: 202-408-1080 l'hx. 202-408-1036

0‘;.1:‘
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- Under the plan, states could cover parents and children who meet the state’s current AFDC
income and asset standards. But states also would have two other options that could result in
millions of very poor children and parents losing Medicaid coverage. The plan would allow states
mxhabowavmﬁeAFDCmmmemmsmicwammdstomemmalavmgeam '

thereby to cut Medicaid eligibility sigmificantly. The national average income limit is only $399 a
month — Jess than $4,800 a year for a family of three and only 38 percent of the federal poverty line.
About 53 pervent of the children over age 12 who receive Medicaid based on their receipt of AFDC .
live in states with AFDC income standards above the national average. While there is no data

- showing how many of these children have income above the $399 monthly average AFDC income

Wnsh'kelyMasgmﬁm:mmdmmmmmeMMcowcmdﬁ
the governors’ plan. : .

: maddiﬁun;ﬂngmms’lmposdwonldaﬂawstammcopﬁmofﬁmiﬁngmmgcm
persons who qualify for aid under whatever new welfare program the state may create under its

* welfare block grant States that restrict the scope of their welfare program through time Limits even

much shorter than five years, family caps, and other rules could similarly restrict coverage under
Medicaid ! Thus, under this option, a parent and child who had reached their time limit in a state

.that limited welfare to two years would lose eligibility ©o Medicald as well as cash assistance even if

the parent had no job, and the family had no source of income o:heahhinswmcovuage.‘

hmmdM@mmm&eobﬁbwofasmg&mmm-mm
chikiren and parents do not lose Medicaid coverage as a result of welfare changes. : .

nnfunowmgpmposalaumptsmmcctmwpcuve buﬂ:ﬁngmmeappoachadcpmdby

1) Smwaﬂdbemqui:edmcavupmmandéhﬂdtencvaége 12 not yet covered by the
poverty-level phase-in if their resources are below the AFDC asset limit and their income is below

. the state’s carrent AFDC payment standard, measured as a percent of the poverty line. For example, -

Tilinois* AFDC payment level for a family of three equals 36 percent of the poverty line. Under this

1 Unda'thewelhrehhd:mpmmb mmﬂdmehmmmammamg&m For
a state could use all of its welfare block grant funds to provide child care, transpartation assistance

- example,
and clothing vouchers instead of cash aid. I¢ is not clear under the governors’ phan whether states that took

Mommmuamqunwmmmummmpmmm
noncash &3 well as cnshassxsianceﬁmdedxmdetbeblockw

2 The governors may be proposing an additional provision not inchuded in their February 6th resolution -
that would retain the current law provision granfing one-year of fransitional Medicatd coverage for families
wko leave welfare for employment. While this would be an important improvement, it would nat resolve the
problems with the option to link Medicald coverage with eligibility for welfare. Families that reach ime

. Hmdts, for example, andwho rem!n unemployed would not be helped by transitlonal Medicald coverage.

PAGE’
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option, Dlinois would be required to cover parents and older children whose incame was below 36
percent of the poverty level. AFDC “deprivation” rules (e., the rules that Yimit AFDC coverage to
families with children deprived of parental support) won!dcom‘amapply,batstmscouldbe
given the option to expand coverage by climinating these nonfinancial eligibility rules.’

2) Smmoaﬂdbeanwadﬂmopnonofwnhhsmanaumw:hgiﬁhtylmkwwm
Medicaid and their new welfare program (assuming AFDC is repealed and replaced with & block
- grant), but this wonld be an additioaal, altemate route toMedxcmdehgxbilnr xtwonldnotmplane
themeomc based rules established in (1).

Th:sappmchhasthefonowmga!mnzges.

. nmsmcomuedMe&wdehmbﬂnymmcpmcmkhcnandmmwmt
upanﬂngmndamrywvmgebeymﬂcumhw

. It makes Medicaid eligibility rules internally consistent. Allprotmdgrmpsof :
- people (ie., children, pazems,pregmtwmm,euedyanddmbledpeople)wonld
quahfyforMedlcaxdbasedonthmmme

. BydehnhngMedmﬂchgibihwﬁmmptdwdfmmcanmmwxﬂt
welfare reform.  States are free 10 use their welfare block grant fands in immovative
ways, since a dollar of welfare benefits would no longer carry with it the obligation
ptowdeﬁufunmngechedicmdbewﬁts. A stare could use welfare block grants 1o

assistance Or a state earned income credit to working

modest transportation
'Q&L&b@&&:ﬂy&mﬂ&ew%hmﬂm{wmks&dw&

mmmmawvmgefmanmmpk

. While theze is no perfect approach for assuring that families who now seceive Medicaid
through the AFDC linkage will remain eligible for Medicaid if AFDC is repealed, it no longer makes
sense to rely on the link between welfare and Medicaid as the principal means to assure that poor

* children and parents have access to Medicaid coverage. The approach suggested here substitutes an
income-based rule for the cash assistance linkage, consisteut with the approach adopted by the
governors with respect to other categories of protected groups of beneficiaries, without disturbing
cmemdﬂuenoesmgmmmofﬂwmﬁcmehmm&mwﬂdheumdmme

‘mmpmgam

: Mme,ﬁﬁem@dphm—bbmm&wmmwmutwmhebwm
poverty Hne would be covered without regard to “deprivation” rules. Thus, these coverage rules, as they

' pertain to children as opposed to parents, would be transitional, agsuring that very poor children over age 12
mMM&Wﬂmlhmemmofﬁdan&mmm

poverty line.



| ’SUSPEN'SION .

(Pohcy Posmon offered by Governor Thompson and Governor Bob Mxller)
- RESTRUCTURING MEDICAID . -

PREAMBLE
For most of the last . decade, health care expendztures in the United States .have far‘
: exceeded overall growth in the U.S. economy. And while medical inflation is declining, public
“and privately fundea‘ health care. costs continue. to limit the long term economic growtk of the
nation. For states, the primary impact of health care costs on state budgets has been in the
Medicaid program. Annual Medzcazd growth over the last decade has been well in excess . of
10 percent, and in half of those years annual growth approached 20 percenx Determining the ’
“causes’ of such unbrzdled growth is difficult. However, major conmbutmg factors include:
ongresszonal expanszons‘ in the program, court: decisions limiting the states in their abzlzty to
control costs, policy decisions by ‘states maximizing federal financing of previously state-funded
health eare programs, and changing demographics. .

’~ Restricting the growth 'of Medieaie{ is no easy task. Medicaid is the primary source of
health care for low income pregnant woren and_ children, persons with disabilities, and the
elderly ‘This year, states and the federal gavemment combined will spend more than 2140 bdlwn
- .in this program provtdmg care to more than 28 million people. The challenge for the nation,
and Govemors as the stewards of this program, is to ’redesggn -Medicaid so that health care“
costs are more eﬁ”ectively .comeined and those that truly need health care coverage continue to '
‘gain access to that care ‘w}:;'ley‘giving states the needed ﬂexibt‘z’izy. 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 altematwes to the exzstmg Medtcazdb
program fzave been proposed, The followmg outlines the nation’s Governors proposal that blends
the best aspects of the current progmm with cang'ress;onal and admmzstranon alternarives
- toward aehieving a streamlined and szat_e-ﬂexible health care system that guaraatees health care

1o our most needy citizens.
Program Goals. The program is guided by four pﬁlrmry goa:’s. .

L ~ The ba.s:,c }:ealth care needs of the naaons most vulnerab!e populauons must be R
 guaranteed. o '

2 “The growth .in health -care expendimres mjizst be brought under control.



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 b&siuess cycle, changing demographics, and natural disasters.
Eligibility.v Coverage remains guaranteed for: ' |
. Pregnant women ta. 133 percet# bf pbverty.
o Children 10 age 6 to 133 percent of poverty. '
e Children age 6 through 12 to 100 percent of povert){
o The éldér[y wﬁo meet SS}: income and ‘resourc’e standards.

"o Persons with disabilities as deﬁned by the state in their state plan. States will have a
funds set-aside requirement equal to 90 percent of the percentagé of rotal medical

assistance funds paid in FY 1995 for persons with disabilities.
o Medicare cost sharing for Qualified Medicare Beneficiaries.

‘o Either: |
— Individuals or families who meet current AFDC income and resource standards
(séates‘ with income standards higker' 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, badequacy of the state plan will be determined by the Secretary

of HHS. »The Secretayy should have a time certqin 1o act.
| Coverage remains optional for:
. VA‘:'I other optional groups in the cﬁnent Medicaid program.
. AOther individuals or families’as deﬁﬁed by the state but below 275 percent of .povérly.
Beneﬁts | | -

o 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 servs'ées, pediatric‘ and family nurse practitioner services, nurse midwife

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




“T” in EPSDT is redeﬁned so that a state need not cover all Medicaid optmnaz’
_ services for children.)
e At a mim'mum all other’ beneﬁr.s defined as 'voptio.rzaf under the current Medicaid
progmm would remain optional and long term care options szgmﬁcamly broadened.
. Smtes have complete ﬂeubduy m deﬁnmg amount, duratwn, and scope of services.
'anate Right of Actwn
e The following are' the only rights of action for individuals or classes Jor Ieligibility. ‘
— Before taking action in the state courts, the individual must follow a state
administrative appeals process. ‘ ,
- Smtes must offer md:vzduaLs or classes a private ngf:! of action in the state courts
as a condmon of participation in the program.

- Followmg action in the state courts, an individual or class could appea[ directly to
the U.S. Supreme Court. _ ‘ :

- Ineiependeht bf any state judicial remedy, the Secretary of HHS could bring action
in the federal courts on behalf of individuals or classes but not for providers of

healtﬁ plans.
e There should be ﬁo prz'i:ate rigf‘zt of action for providers or health flans.
Service Delivory | “
» States must be able to use all Aavaii'c'zbie health care delivery systems for these
popuz'a;ions without eny special permission from the federal government.

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

be enrolled in any network.
Provider Standards and Reimbursements

o States must have complete authority to set all health plan and provider reimbursement
" rates without interference from the federal government or threat of Iegal action of the

provzder or plan
. The Boren amendment and other Boren-like szamtory provwzons must be repealed.

e “One hundred percem reasonable cost reimbursement” must be phased out over a two

-year period for federally qualified health centers and rural health clinics. -
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" e States must be able 10 set tizezr own health pian and provzder qualtﬁcatzons standards
 and be unburdened from any federal minimum qualg‘icanon standards such as those

curremly set for obstetncxans and pediatricians.

o For the pwpose of the Quailﬁed Medicare Beneficiaries program, the states may pay
" the Medicaid rate in lieu of the Medicare rate

| Nming Home Rsfamw
o States will abide by the OBRA ’87 standards for nursing homes.

o States will iuzve the ﬂexzb:izzy to determme enforcement stmfegzes for nursmg home

standards and wzll include them in the;r state plan.

Plan Administration
e States must be unburdened from the heavy hand of oversight by. the Health Care
Financing Administration. ‘ ' '

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

micromanagement of state programs.

o 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 starutes

or its own plan.

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

violation.
e This program shéuld be. written 1.mder a new title of the VSociaz‘.eSecun'ty Act.
Provider Taxes and Donations |
e Current provider tax and doﬁafibn re;sm'ctz'ons in federql statutes would be repea:‘ed
. Cu&ent and pendi:ig staie disputes with HHS over provider taxes would‘ be discontinued

«, kaamng Each state will have a maxamum federal allocation that provides the state with the
ﬁnanczal capaaty to cover Medicaid enrollees. The allocation is avazlable only if the state puts
up a matching percentage (methodology to be defined). The allocation is the sum of four
factors: base afiocé»tion, growth, .special grants (special grants have no state matching

v requirement) and an insurance umbrella, described as follows:




' S;a.sa In detérmz’m};g basé .‘apénditurés, a state may‘ choose from the following—I1993
.e‘xpendimres, 1994 expenditures, or 1995 expenditures. Some states may require special
provisions to correct for énomalies in their base year expenditures. ‘
Growth. This is a formula that accounts for estimated changes in the state’s caseload
- (both overall growthA 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 data.

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 faczimes
~in the provision of health care to Native Americans. S:ates will have no matching
requirement to gain access to these fedeml ﬁmds

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 1o accdrately 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 gll guaranteed
populations and thé 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 population served . ;
2. Appro;wiaze provisions will be establis}:ed to ensure that states do not have
access to the umbrella funds unless there zs a demonstrable need.

Marching 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 included in ‘the base. DSH funds must be spent on health care for




low income people. A state will not receive growth on DSH if these funds constitute -
" more than 12 percent of total program expenditures. V
. Provision for Territories. The National Governors’ Association strongly encourages Congress 10

work with the Governors of Puerto Rico, Guam, and other territories towards allocating

equitable federal funding for their medical assistance programs.



2"‘,‘,?_ R ©° 1D:202-395-6148 JUN 09’98 23:24 No.001 P.01

OFFICE OF MANAGEMENT AND BUDGET

Legislative Reference Division
Labor-Welfare-Personnel Branch

‘FROM: Melinda Haskins 395-3923
pate: __ lo| o[k o omME_ |35 A
~ Pages sent (including transmittal sheet): . 0? S

COMMENTS: &g_,; C Stalsla s 'Sc./KWQad h | é,u\(} |
th"m«w) | '

pdors H . Canmeace TR ed

1W.£7{,{:C£,'Ag‘d | M;gq on . HHS  hea addedd Va, 1) €.l P

%“"H/\k? +wMMT "H/Laff' i\[i \(LQ_ (J,LL > = \,',"&,3

| | | (<eo P‘2'> - | |

B WW L ,

Brues | n Pleece Wc& oy Combmeuts

- 97, 1’30 /14 TopaY

So rrey gfw Hie <t i qamwd ,
M

 PLEASE CALL THE PERSON(S) NAMED ABOVE FOR IMMEDIATE PICK-UP.




= X

Y

eVISED |l a.m

SECRETARY’S MEDICAID TESTIMONY
HOUSE COMMERCE COMMITTEE

Mr. Chairman,Congressman Dcnéoll and members of the Committee: thank
you for invitmg'ma to 18stify 1odsy sbout the most recent Mediceaid proposal

introduced by last month. -

As this Committee and the Congress continue 1o conslder options 1o reform
tha Meadicnid program and pursue & halenced budget, we appreciata the

opportunity to stete clearly the President’s vision for reform in this srea.

The Clinton Administration believes that we must balance thavbudget by the
year 2002 and give more responsibility to the states and local communities. Bu:

we must do It in a way that is consistent with the valuss of our nations.

As the President hes seld time end time egain: We can balance the bugget
and find common ground «- without turning our becks on our values, our families.

end our future.
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In Medicald, we believe we can give the ststes the fiexibliity they nood,
while maintaining a swrong federsi-state pertnership puilt on a foungation of shareq
resources, accountabll'lty to the taxpayers, and nationa! protections for the most

vulngrable Americans.

That Is why the President has proposed & common sense plan that bslances
the budget, g/ves unprecedented fleaibilily (v thy stoles, vnd reforms Medicsid
without breaking our promises to our citlzens - from geniors living In nurging
homes to familles siruggling to work thelr way out of poverty. And that is why he

has refused to sign legisiation which breaks these promises.

" The Presldont has also made cleor )that th§ current stretegy of the majority in
congerss to link wpltarn reform to unaccapt‘able changes in Medicald wlll Ieavg him
no cholce but to veto the entire package. We call on Congreasional Iaadara} to
abandon tho' 'fpoison plll” strategy that ls designed to provoke this veto, and Join In -
the bipartisan efforts of the governors and moderate bipartisan groups In both

Houses of Congess 10 ensact sensible reforms for both Madiceid and Welfare,

~Medicsld provides vitelly important health and long-term care coveregs for

approximately 36 million Americans end their familiss:

o It provides primary and preventive care for 18 million low-Income
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children;

o It covers 6 million individuals with disebilities -- providing the hsalth,
~rehabilitation, and long-1erm care services that would otherwise be

unanffordable for these Individusls and their familles;

¢ it covers 4 million senlor cltizens -- including long-term care benefits
that provide financial protection for beneficlaries, spouses, and the

adult children of those requiring nursing home cars.

e] Finally, it pays tha Madicare premium and rost sharing fnr low incoma
senjors, thus putting 'tho benefits of Medicere within reacn. .

The Clinton Adminlsttgiion Is dedicated to atren‘gthanlng and improving
Medicald, so that It can continue 1o fultil the promise of our'nation to millions of
children, siderly, end dissbled Americans and thelr famiH}es. To achieve this géai.
this Administration has worked vigerously in §ar:narshlp with tha states 10 tost
innovatlva new approsches 10 aenyering and f:nancing care 1or Mediceald patients.
During our first 3 yeers In office, this Adminisiretion approved 31 major Freedom
of Choice walvers, and 163 neﬁv end renewed Home end Community-Based -
Services walvers. In addition, since January 1993 we have approved 12 statewide -

Madicaid damonstrations, 8 of which are currenily operational. Thigs compares to a
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total of onarsuéh dsrﬁqnstratlon approved undsr sll previous administrations. In
additior, we are gurrently revlawtng propossis submitted by 10 other states. |
Some siatewide demonstrations expand accesé to the unins.Jrad others test new
methods for delwenng memal health aervices, and still orhers implsment 8|mphﬂed

allglbll!ty requiremsnts.

~ The ﬂa.xlbflhylprcwlded by these walvers t;as allowwd siqtus tou improve the
efﬂ'ciency with which thay provide cere. States have used th resulting savings'to‘
cover additional populations with unmet hesith care nesds. When sll of the
curtently approved domcnstrations are lmplemamed nearly 2. 2 million individuals
who dld not recelve Med:cald coverage will be sligible for services.

‘ .

ASs part of his balanced budget plan, the Presndam has proposed 8 careruh
dessgned snd balanced approach to Medicaid !eform which bu:lds onthis
experience. His plan preserves the essentiel olamants cf Medlcald (title XiX of the
Soclai Secu:ity Act] while meking important changes that wviil qive;ta’.kes |
unpmcodompd flexibility 25 meat the needs of the people thoy serve. Tbhe

Prasident’s plan:

o preserves Mediceid protection for all currently eligible grbups:



The Presxdents Medicaid Proposal:
Flexibility for States

Promote \/ _Pcnnits_ enrollment in managed care without waivers
Managed Care ¢ Eliminates certain Federa! contracting rules
o ‘ ~ Eliminates 75/25 rule
— Eliminates Federal review orf contracts over 5100,000

lncreasc Flexibility v Permits home and community—based care pmgrams vnthout waivers -
in Eligibility/Benefits v Allows eligibility snmphﬁcat:ton

Eliminate v" Repeals Boren Amcndmcnt

Federal Provider v Replaces cost~based payment with federal grants to health centers.
Payment Rules (FRHGs/RHCs)

v" Eliminates quahfu:anm requirements for certain physicians {Ob/Peds)

Streamline v~ Eliminates annual state reporting requirements for certain providers
Administration v Simplifies computer system requirementts

v’ Eliminates personnel requirements |

v’ Eliminates cooperative agreement requircments

v’ Eliminates duplicative nursing home reviews

g0 'd 100°ON 9C:¢C

8r19-56£-20¢: 01
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o maintains our shared financial perinership with the s1e1es as they

provide health coverege 10 needy indlvidusls:

o] preserves the Federal guerantee of a congressionally-defined benefi

package for Mediceid beneficiarles;

0 contributes Faderal sav.ngs to the balenced budget plan through
raductions In disproportionate shere hospital paymants end the use of
-2 per capita cap on Federal matching tnat adjusts automaeticely to

changes in s18te Madicaid enroliment and changes in the ecoromy.

o] provided stales fer grosier linxibility lu beiler manege thei progreams,
pay provicers of care, and operate managed care end other
arrengements with reagonsble Federal requirements to mainiain

programmat.c &nd tiscal ‘accountanility (Chart A)

| have brought s chart thet detalls the brosd new flexibllity states would

have undar the President’s proposal.

As you know, thg Prasident girongly opposed the Maedicsld proposals passsd
by Congress Iast year because they failed to meet these principles. The Congress

roposied the Meadlcaid program and replaced it with a new "Meéigram" program
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t,ha;' did not provid; meaningfuirgua‘ramaes of ol;gibmty or bonéfi:c. The Coyhgrecs

so put forwerd & “block- grunt funding mechanlsm tnat breached the 30 year
Federal commltmant with the smes to share In changes ln stete Medicaid spending
and left states with the full financisl requnsfblllty for providmg health cere to

individuals who guallfly for services in the future..

Last Fibrunrf, the' Natl‘ofﬂxal Governors’ Associstion apbrove‘d the oullln’es uf
8 bipartisan Medicaid retorm plan. As | testified before this Committee in March,
~ we beliaved the governors’ plan -- produced through a bipartisan process-- held
somsg promise and we Qv'a:e hopeful that, 'once more detaHs were known, there
would be & resl basis for Mediceid reform The governors clearly worked very hard
to move the debate forward A1l the same time, however, | discussed tho

Administration’s concerns with some sierngnts of the governors’ pian,

Last momhv the Republicen majo»rity In both Houses of chgrass’imroduced
a revised version of their Medxca;d bill, which | will d:scuss today. This bill moves
s furrhar awsy from the bipartisan reform gnvisiioned by the governors, and much
closer 1o the Republican legislution that the President veloed last yaar. Qur view Is
sha/r,ad by the Democratic governors who weré instrumentsl in crafting the NGA
sgreement. in a May 29 letter to Senator Ho;h‘ four Democratic governors stated

thet:



1D:202-395-6148 JUN 08’86  23:28 No.001 P.09

*[The Republicens’] Medicaid proposal Is far lrom the NGA agreemeni and
gppears 10 be more like the proposal vetoed by the President last year ang

rejected by the Governors 8t our winter meeting..."

Let me be cisar: ths new Republican biil. like Its predecessor, fails to meet
the President’s besic principles for Medicald reform. If this bill Is sent to the

Prasident, he wiil vete it.

| discuésed the President’s besic principles for Medica:d reform when |
testified before this committes iast {ell and this spring. As shown on the next
chart, they sre: (1) the need for & resl, enforceable_Egderal gyaraniee of coverage

10 @ congressionaliy-gefined benefit package; (2) appropriate Feuers! and stute
1inancing: end (3) guality s1endards. benefic'ary preteciions, 2nd accourtaility. ! ,
will now discuss why the new Ropublican Medicaid plan fails to meet sach of

these thres principies.
The Federsl Qusrsniee of Coverage and Benafits

The Foders: “guatantes” of coverage ano benefits s at the core of tha
Madicaid program. Unfortunately, the term “guarentee” hes been assigried very
- differant meanings in tha contaxt of the current Medicaid debste. Whan we use

the torm gusrantee in the context of 8 Federal etatute like Medicaid, we mesn 2

f
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'PrinCiples of MedicaidReformg o

~ ® Protections for Benefi iciaries, Families, and Taxpayers

= Enfon:eable cheral Guarantcc of Coverage and Bcneﬁts. '~
 ® Guaranteed eligibility

- @ Meaningful benefits

m Federal enforcement

n Shanéd Financial Partnership wuh‘ States
® Federal dollars follow the people
‘w Federal savmgs to help balance the budget

m Limit out—of—pocket costs
® Assure quality of care
® Maintain fiscal accountability

h
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recl guarantac, composod of three interrsistad components: definitions of 1)

eligibility;: 2) benetits, and 3) enforcement,
Eligibility

Let’'s bagin with nflgibillty. The new Republican bEH-WOUId deny miliions ot
Artisricens the guaiamues ol Medicaid e!igibilny that they now have under current
law. The bill repeals the phase-in of Medicéid coverage fo’ children egee 13 to 18
in families with income below the Federal péverw leve! - 8 bipar:isan covérage

expansion signed into law by President Bush.

In eddition, the new Republicen bill repeals the Federal smntderd for defining
disability and repléces it with ‘language“ that could mean 50 sepsreie state
definitions. This has the afiact of making Medicald coverege and bensfits for
those with disabilities uncertain and variable across the 'hation. For example, some
states could use restricted cefinitions of gisability that result in very Nimited
coverage for those whose needs are prpnounéad and among the most cosﬂy. In
1act,.$tétes might be forced to narrow tnéir definitions of gisabliity in order 1o cope
with lower Feders! funding levels. In such situations, harrow) stete cetinitions of
disability could preclude Individuats with HIV, certaln physical disabilitiss, or mental
ftiness from recelving criticelly neaded services vnder Mediceid.‘ ‘We should not

turn back the clock on those with digabiiitias hy parmitting 50 different siate
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deﬁ_nixions for hurposes équdicaid coverage.

‘ The naw Rapublican buil giso ellminates the cunom lnw requirement that
Med:caud be prowdud for one year tu persom who laave walfara In ordaer 10 ]oin e
”workforcs. By ahmmstmg this guaran:ee, t1s Republican proposa I will discowagg .
Individuals from Isaving welfare and se1 beck our efforts to reform the welfere

~ system,

Finelly, the new Republicen bi!l "giveiéretes the authority 10 imposs
acaitonal eligibility limits based or ags,'res;damﬁ‘e. emp‘i.ov‘meri: or Immigraztion
'_srar_us, bnr mnra fasn:;tii'e defisitions of sssets andvincome. | This provision wiit-
en;ble states, if ﬂnanciat!y‘v rlecjessé:jy, 10 resitict ahgibility«evéu amuong those

| péople who supposedly Bre "quararteed" coverage.

t

Bangtits

Eligibility is only one cbmponaht'of the guerentee. The next question is
"ehg;b lity for what?", whi ch brings us to benefits. The naw Republican bill
‘ guaramoes" some benefits for thosa populailons who are "guaramoed" eligibility,

But this gusrantee is hollow, Many luvpholes maka It esssntiaily meaningless.

One glant Iboph'm‘e relates 10 the adequacy of the benefize. Currert
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Medicald law énd roagulations already give states substantial flexibility in dsﬂnipg
the amount, durstion, end scope of benefits, and states have used this fiexibility m,
tailor Medicaid packages to their unique clreumstencas. This latitude is tamperec
by @ very reasongbls constraint . penstits must be "sﬁfﬂclem 10 reasonebly
achieve thelr purpose.” The Republican bill removes this sensible provision. giving
s‘tﬁtes complctc‘ﬂax!bilfty on amﬁum. durction, and acopo'. ‘.Fhus, statos caﬁld
"guarantss” coverege for hospiia: and physicien services, but -- if forced to do §0 -
- eould limlt this coveraga tn unraasonably low levals such as 3 days of haspiral
care and one physician visit per year. This type of guerantes Is mesningiess for

persons who truly need medical care.

Another loopliole in thils “gusreniee” is the uev} elimination of current law
standards of con‘.parab;ivity and "statewideness"” of services. Without thess
standards, some states could offer difforent coverage and bonofit packagos in
~ gifferent parts of the stste, of to ditferent groups based on their age or diagnosts.
Eiim[nating req'uiremar?ts_ for comperapility and stetewidenass leaves states free 10
discriminate aébinst persons who lh@ in certain aress, who have specific disea;es

{such e AIDS), or who lsck politicel clout {such as children).

The new Republican blil 2lso severely curtails the trestmen yervices which
must be provided under the Eerly end Perogic, Screenirq, Diagnos.s, and
Treatment (EPSDT) program. Under the Republicar bill, chilcren must be scroered

for a renge of heaith problems, but treatment is only required for gental, hearing.

10
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and visioh problems, If a chlld Iis dlagnosoeo with anyv other madicﬁt prob'em, they
gre not gueranteed 1reatmém. Theretfore, sn asthmatic ¢hild would not be
guaranteed covareba for tream;em, sucﬁ 88 asthma-controlling drugs or inhalers.
Dlegnosis without trestment is bad m&dlcal care a'nd a wasieful use of laxpayers’

coliars.
Enforcemant

Tha third essential component of the Federal guorantes Is enfowemen‘t.
implicit \n the concept of defméd popuiations sno defined benetits is the notion O
8 meaningiul enforcemsnt mechenism. 'A Fegeral cause 61 actinn for panaficiariag
'aaaurea thet those seeking o remedy for the ceprivation of medical care receive \ne
same due process rights WW The naw Repubiican
bill requires states to provice & state right of action, but eliminates ;ny ngeral
right of action for Individuals and pw’vidurs who assenmé: b state s violaling
Federsl Mediceid laws. The only access 1o Feoersl court for such claims would be
tha opponunlfy zb'pemion the U.S. Suprems Count for review of & gecisionota
state’s highest court.

By denying beneﬂc_larles eccess 10 the Federal courts, the Republicen bill
sliminates Incividusls' gusrantee to enforceable Federel benefits. Thus, Medicaid
would confer & Federal right 10 benefits but comp'etely lack 8 Federal enforcemen:

mechanism - 8 virtually unprecedented situation, In addiion, sliminating the

11
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Federal right o.f action promotes inconsistent Interpretdtions of the Medicald

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

Medicald program that are common to'all states should b subjact to consistent
interpretution and adn.'ninisuauon. Wlien the same guestion erlses across muitipie

| )drlsdmiona. gecision-making In the Federal court system meximizes eqqity and
predictablilty. This 18 psrticularly trus when Medicald Interacts, as Is oten the

.case, wfth other Federa! stetutes, such as Medicara‘ Suuiu!»Syeuurity,~Supp‘lememal'
Security Income, end Ald to Famillles with Déaer.dent Chilgren. Federsl courts are
moré experlenced In anelyzing these Fadérat grogrums ond oro botter ab!e to
Wndersiand sno oecicde cases involving relaiicnships amof;g them. We should no:

construct & systemn that will kncourage diffrrent outcomes in differant states.

Provider suits sgainst states hsve causéd the greatest prob‘emv 10 the states.
Und,er t"he Adminlstretion’s plen, the Bc;ren Amendmenkt and reisted providqi
p‘avmént provisions wouid be‘rebeaied, thereby sliminating thvse cahses of actlon
by oroviders. Tnus. the Acministration’s plen resolves states’ major concern about
thai( exposure 10 pfoviaers' aults in Fegersl court, ond d‘oas ﬁot wndermine |

benaficlaries’ ability 1o entorce their Feders! gusrantae to coverage.anc benefits.

On balance, when we assess the threé components required to meke any
‘ auaramée resi -- the definit.ons of aiigibmw: benefits, and eaforcament -« we find

that the so-called “guarantee” of Mediceid coverage and benefits contained in tha

12
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new Repubdlicen blll is ne‘ithevr" real nor enforcesble for beneficalries. This is not
about whotﬁor the governors ¢en be trusted. They cen be trustec, which is why
our proposal offers ste1es unprecedented fiexibllity In progrem ménagemem and
why we have worked with so many sfatas on tﬁelr innovative demonssrations,
The issue is whether en individuﬁl, regérdless of where he or she lives, is

guaraniesd meaningful coverege.

Flhancing '

The Prasident’s second principe for Mediceid reform is an appropriate

| tingncing StTucture -- namély, ore that mainielns the Federal-sigie perinership thol
. has'baen at the ‘beart'of the Medicalo progrem for 30 vesrs. Under this |
panneraﬂ;ﬁ, Federel dollars foliow the peép.‘e. Tesning that the Federa: government
snares responsibllity with the states tor InCreased COSTB &6S0CIaT8a with increases
In enroliment. Ais with 1he‘Fedem guarantea of covaraga and hanafits, the new

Republican bill falls fer shor of meeting this principle.

| have rveviewed the components of the new Rapﬁbéicun financing
arrangement bafore -- and it was 1ot In the governars’ ggresment. This newest
financing structura is simply the Medi Grant il block grant 'formu.la. dressed up with
a tiny aﬁsbeltishmenz to pey lip service 10 the govemer:'}rinciptes thot funding

must gutomatically adjust for enrolimant,

13
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To demonstrate this point, | will walk through aath cém‘ponen't cf the
financing structure of the new Rapublican bill, and | will use this next chart o
ilustrete my points,

{

Bass Allatment

The first componen? of the Répub::can Tundlhg systém is calied 1he base
sliotment. These ailotmants, which sccount for an sverage of 96 percent of tota!
Feders! epending over the € yea’ pariovd (es shown on the chant) sre distrlbuted to
states besed on a foymula thet Includes factors such as "needs-based amobm#"
and "program nead”. Given thig structure. 8t *irst it mignt appear that each sram"s
pase aliotment is determinec based on its actus: need, including an‘lul'lmen: growth

ang caselopd chengss.

However, the base aliot.r.nént i$ not what it seems, After careful snalysis,
my siaff has concluded that oﬁly B percent of this 88 parcent of funding is sctually
dinﬂbutad besed on neged. The remaining 81 paicentis distripﬁted to sisies based
on what is essentislly 8 block grant system. Under whis system, gta1es” allotmen:s
are determined through the use of "floors" and “ceilings" ,4 rather then by the
resuits of the nesds-based formuls. “Each yest, bexwéeﬁ 44 and 49 states’
sliotrments gre determined thro{ngh a floor or ceiling. For these stateﬁ, the new

¢

Republicen bllt is & biock grant, with & new namo.

14
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Furthermorg, even the 5 percent "needs-based” tunding does'net truly
reflect the financiel naod of stetes in their Madicaid programs. Thig Is harause It is
getermined by the humbaf of OO’ people in @ state rether than Medicaid
enroliment gr&wch.' As a rasi;!t. it the number of Medicald recipients ir'j a siste
lncrvases but the number of poor people docs net, the ¢tate’s base n!lotmem

- would not increase.
Umbrella Fund

The sacond comp.cn.an'. of the financéing structure iR nélled the '*umbrelia

' fund™, angd it consists of supplemanizi Fédera!:money et 15 10 be distributed 10
states with high anroliment growth. Eut if the Republican umbralla is the states’
uniy‘pnotecﬁon ageingt the costs of high cﬁrcHMem growth, the states are going *n
get drenched. The entire umbreila fung 8ccounts 107 only 3 'p?wenl of an‘ Federal
Medlcalid spending; thus, it could provide hntv a fraction of wwhat states wouldv
need in Times of receskion ur nulurel disaster. In addition, it covers onroliment
increases only for the year of the inc'rease -« no1 for any Iater years during which
the new enroliees cortinue 10 receive Meditaid. Thus. if 8 state sutfered a three-
year recessm'n 18t ceused its Mediéaié enroilment tw lis€, it could get umbreila
funds for new enrollees for their first yser, but could be forced t¢ bsar ths entire

cost of these enroliess ‘or any Ister years during which thay remained on Medicaid.

16
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This Is shown 0N My next chart. Assume tnot thc rooeseion beging in yaar
2. As you cen see, this recession ceuses 8 dramatic increase in the state’s
entoliment, which triggers an umbrella paymant to assist the state in covering the
costs of thaese r)ew émouaes. [N V6Er three, huwever, tha state’s enrollment
remaing &t t‘ha same leve! as. in year two;_but this time ther¢ is no umbrelis
péymenl. beceuss thess payments ere bascd only on changes in enrollment, not
totel enroliment., Thus, the state is torced to bear the Eost of the much higher

enroliment with the seme amount of Fatera! assistance as [t received in yesr one.
Pools for Undocumsnted Allens and indlans

The tina! component 0f 1he finaneing struciure is 4.3 biltlor to 883sist s181C8
In proviring esre for undocumented eliens and Native Americans. The tirs1 poo’' is
sllocatec mcross the 15 stotos with ths highest numbers of undocimanred gliers.

The second pool is allocatéd among all states that heve ingian-funded rieshh

facilities or programs.
Changes In FMAP end Taxes and Donsations Lews

in adoition to repiacing the current finencing partnership with e block gront
10 states, the new Rapublican bi! siso includes two chanpes in the way siates

finence their share of Medicoid coste. It increpses the rate of Fedaral contrinution

16
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to Medicaid (known #s the FMAP! for many states, thoroby roducing the amount of
funds necessary 10 collect Federal matching funcs. It 8'so repeals the resirictions

on 8tates’ Use of provider tax anc donation finaacing mashanisms.

While these propossis 8re appealing to meny states, thev rsise signiticant
concerns. Specifiéally, the propoged changes to the FMAP will reise the Federal
share of nations! Megicald spending tfrom 57 percert to 63 percent. In eddilion,
the FMAP changas could encourage sfufes 10 reducé their cﬁhtr%butions 1¢ the
program, resulting in even desper reductions in to1ol Mcediceid apanding then this
bill suggests. As shown in the I8t bar ¢1 tne naxt ¢hari, 1he new Repub:icer: ba~=1
will regucs zoiai Facerel spending on Medicaio by $72 bilinn aver 6 yesrs. Bu:
totel reducticns In Medlcaid spending cuuld de ‘er gregter. The Center fo- Bucget
end Policy Priorities estimetes that siates could reduce their owr sperging on
Mcdicaid by abous 185 blllion over 6 years without oac’re%sing e amaount cf
Fegers! funds fdr which they ara el.gibie, Thus. 8s shown in the “ighi-herd bsr on
the chart, the naw Republican bill couid lead to a 1012l reduction of epproximetely

8257 billion in Medicaid spending ove- the next 6 years.

Deﬁnidg and revisirg the approp-iate Feceral and state £ost-ibutiors and
spencing lgvels always wlll be one of the most difflicult issues to sattie in any
Medicald reform plan. Thnere Is ne ques:ion that these mastiers marit careful

attention In the long-term. Rowever, giver the enormous fisca! impliratians, the

1?
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President’s plan proposes 1o gain edvics from an intergovetnmenzai bEvisory
commission on the epproprete relationship betwaen Federal enc state funding

bafore the Congress prooeeds to charge the current gistribution.

The new Repub'izer bill also wourld permit unconstrained use' of proviger tax
and donation finar{cing app}oaches for tho “stste” share of Medica'd. These sre
the exact machanisms that the Congress, in a bipartisan feshion, recently limited
in the case of taxes -- or outlawed camplately -« in the case of dof‘.ations. During
the laté TOBOs wnd sarly 19308, many states 100k sdventege of these funding
machanismg, costing the Feders! government bilians o1 ¢oilers anc reiping to drive
ennyel Medicaid spending growth rates 10 we: over 20 percesr Now the
Repubhcan Dl seeks 10 ramove the "estrizt'ons ;hut vgcsie passed with
‘ ova wha ming bipartisar suppor: iusxﬁa 1e«k;r yEE'S 5530. Witaput tnase restrictions.
stetes would ba free 10 f.nance signiticant portions of tns srate share without.
contributing any reaf state doliars, 'eading 1c substantielly lower suppuit vveiail for

the Mediceid program.

in SUMME!Y, the new Rerub.car. biil {5 1o meel the Presicent’s sezond
prircipia tor Megicsid refcrm -« 8 tinancing struciure thas Siaiiains the Federal
state pRrtnarship that has been &t the hean ¢f 1ne Medicaid progrem for 30 years.

. Nelther doss it meet 1he principles agreed to on a bipert:san bes's by the

18
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G'ovarnozs.‘ The Governurs' propesel reflecied e wil{:ngnéss to assume a greater
fe?acnsibiiitv fér the management of the Medicaid program, but only if they had a
strong finanolal partner to help mest the costs. The NGA proposel was carefully

‘ oa#ignad to provige this Federal-state paringrship, and Was based on o funding .
mechanikm that clearly protectad s:ates from the fill costs asébciated with actuel
changas in en-ollment. The money weas auppoaéd to follow the people, in order to
protect stetes from unexpected, uncontroliabie entoliment increases. When the
latas? Ropublfca;-\ proposal was relessad, it did nat take the Governors long 10

reallze 1hat the centarpiecs of 1heir dea’ was "o longer pars of the mix.

Protecting peneficiaries, femilles, and taxpsyers

This brings me to ihe Presigdent's thirg principle for Medicaid reform:
‘provectiors for beneficieries, familigs, and taxpayers. Once apein, the new

Republican blll talls to mee: 1o Presidert’s principla.

The new Republican bill wouid repeal titie XIX and create 8 new title for the
Mediceid program. This hgs the eftect ¢f seniouely compromsing the fremewnori
for quality stardards. beneticiary and family finarcial protections thas limiy “amiigs’

out-ofspnrat costs, end program sccountability.

19
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Out-of-Pocket Custs

This bitl reduce§ or alimingtes many long-stending femily and benafiniary
protectiong. For exampie, I would permit s18ies t reguire edult chidien of
Mediczid barefic aties 0 Caw;ribute 1o the cos: of their cere. Bxcep? for long-1arm
care. Ir. agdition, the bl grants stetes broad discretion to impose Cost-sharing
requiremerts on Medicald beneficieries It imposes minimal cost-sharing limits only
\for ce'taiﬁserv&ces 10 qhildreh &nd prrgnant women be.ow Dévertv. leaving other

~women. children. end nost cisabled snc sigsr!y fully exposac to potemésily’ serious
financial c"onsscyuencas. Tnis iacx of limits on cos:-sharing 15 anotner Tactor whicn
elfecuvaly vnag mnee InEEE perEdnE "';3..2%4"196' of g.5ib 11y a~d nenatis

Cspsoneowm g tne B cgtains cutrent gv Drevisians designed to orotent
SpULIBL B v GL5E :c:&a‘ﬂca of nurs.ng '*.ar.*;c potients from excessive i‘iabi.izv o1 e
COS 07 Car€, repesi O1 178 TOIE general COs: Snarnng prolscuons s gniticanty.
minimize zrwésé protections. Four exampia, nurs'ng home resigents who have spent
Oove Y Thein oy ;s W bezCine elivioe for Mesica 6 coud be cherged any levol o
cost-sharrg In sdoition services include in the nu'sing home benett could be .
el s e neoogroprss or children of Torgr g home ces dents t¢ bear tme !

_ﬁost of trese se'x“:s‘:s. Furthermore, stetes covlc charpe elde’ly u: disab'ed
NANSDIE BT, m.t L b WL CL.'Z oe st so nph as 1o ef‘ectvely exéiucs

them frem the program.

N'
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-

Quality Assurance Requlramims for Maneged Cero

in additicﬁn, the new Republicsn bill makes no mention of g.ality assx.l‘ranca
requiremsnts or monitering responsivilities fur Meclcald managed caie. Tnis is a
| setlous concern since Medicaid managed caré enrolimen: is increasing sc
drofﬁmloclly. About one-third of bensficiaries now 8re in menages cara‘. a 140
parcent Increase in enroliment over the past mree years. Tne Presideri’s p:sn
,recogniz'es the naed fér updating managec care ,duality standards. it reDlScas some
outdated spproaches with 8 quelity improvement progrem thet must inciude |
‘appropriais s18ndargs tor Mec:camco:u:acur.g neath plans snd Vetz analy $is Ns:

UEURS LLHZELCT 210 0JIT0TES.
Fisca! Accountability

- Finaity, we recognize tret (ne “gcere. goverrment tienies we; over hail v
Madicalc spencing nationw:de, &t a cost 10 Feoersi 1expayers of more tnen $100
biior 8 year. The Federa: goverrnmert nas B responsioilily t¢ those taxpayc!s 1¢

ensure that these funds are spsnt e*ficiently erd epproprictely,

Fultiling this responsidl'lty regulres imposing & minimal amourt of reporting
850 MONILOTiNg rBGJIraments 07.§167°8s  Tre’E &fE ways. Sifnial 10 the aLolO&C"

woxkon in the Preeident’s pian, that wouic provide stetes with expanced faxib'lty .n

21
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managemsnt anc operatior of the.r Medicaid pragrams, whiie ensuring

accounigblilty for funds at the same Ume. Unfortunately, (ne e Hepudicear nif,

~Includes no quaiity assurance requlrements or moritoring respcnsibilties fer

- Madicsid managed care, 8nd it contains no mechanism to ersure that changes In

benef'ts and cost-sharing dc not jeopardize the sufficiency of coverege. Tacs,
undar tha Republican bill, the Federal paverrment will finance 8 greeter percentage
of the Medicsid program, bul texpaysrs will heve fewer BssiLrences thet thelr

mongy is being well spent,

In summary, like its predecesso; 1ast fal', the new Republican bill fai's 1o
meet the Presicent’'s third princiole -+ oroteci:ing benaficiaries. families. and
1BXpayers.

CONCLUSION

~Letl me tonciude by focue.ng or ore funGaMEntsl struciura! issue - wnether

W 8pProsch the task of Medica'a retcrm by making changes ia the Current titis

- XIX of the Soclal Security Act, or by repesling that program and replaélng it with a

reve LB, Ve suppert refor T, ot rines, O tie XX Tro poient gl unintents
consequences of repesling ard repiacing this program are staggering -- for stztes,

bengficiarias, provida:s, Ana tha Faders: governmenrt, especially wren yOu consm‘ei

22
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that it would reopen thirty years ¢f setiled litigetion. The Congress can sdd:ess
‘menry o° the MOBT pressing Coer!'s 3D0u% any Med ¢&1T reterm pler By LInengirg

5

the current iaw.‘

We in the Aan‘w!nisxration balieve tret MEdiCBId n-ust te f'nanced throuph 2
Federal-gtete partnership thet ensu\rues Federal funging aE.d provices & real,
onforceabse‘guaramoo of éovarage for & cefinsu peckage ot health gnd iong-term
~ Care venetlits, The Presigent’s plan proposes anrecedented f:ex‘;bilify tor ThR
sistes 10 ope’ste fh‘afr programs, pBy provicers, 8ng use msr.eped;care and otne”

CuUivVCTy BITBNIEeITEntS, vinig 1e.ail I BNT revIS.NG Ky §:8N0ar0s re.aled 10 cuaiy
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mempers of »zhf_s committes anc the ertire Covgrace to cosign 8 reformed Melivend

Pro2ra™ et Wil mee: the needs of Lene’iClarles. §Te €8 &N t8>Ccaves
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Exsc"'unvs'o‘ FFICE OF TRE PRESIOERT LRM NO: 4717
OFFICE OF MANAGEMENT AND BUDGET :

SP E c l AL . Washington, D.C. 205030001  FILENO:2362
6/12/96 o e
~ LEGISLATIVE REFERRAL MEMORANDUM ~ Total Page(s): 1.0 :

TO: Leg:slative Lia;son Ofﬁcer See Dlstnbuuon below . .
'FROM: Janet FORSGREN -3'{, e LfOT) Assistant Dnreclor for Leglslatlve Reférfeiice

OMB CONTACT ‘Robert PELLICC! 305-4871 Leglslatlve Assistant's Line: 395—7362
' C=US, AsTELEMAIL, P=GOV+EOP, 0=OMB OU1=LRD, s PELLICC& G= ROBERT lr:J
pelncc r@m eop.gov

SUBJECT HHS Factf;_rlgg RE: HR350? Personal Responslbmty and Work Opportumty Act
of 1998 and the Medlcald Restructunng Act of 1896

DEADLINE NOON Thursday, June 13 1996

I accordance with OMB Circular A-19 OMB raquests lhe views of your sgency on the above sub}ect before
advislng onits relaﬂonshup to the program of the President : ,

) X

Please advise us if thas hem will affact direct spending or recelpts for purposes of the
"Pay-As-You-Go" provcsuons of Tme XIII of the Omnlbus Budget Reconcillatlon Act of 1990
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| ! m—:sponse TO . LRMNO: 4717
LEGISLATIVE REFERRAL o oo
| MEMORANDUM FILE NO: 3332

if your response to tms request for vlews is short {e.9., concur/no commem) we prefer that you respond by eoman or
by faxing us this response sheet.
If the response is shoit and you prefer to-call,: please call the branch-wide line sh0wn beiow (NOT lhe analysts I ne)
to leave & message with a legisiative assistant. :
You may also respond by. -
- (1) calling the analyst/aftorney's direct line (you will be connected to volce maII If the analyst doés not answer) of -
(2) sending us 8 memo or letter R .
Pleass Include the LRM number shown above, and the subjed shown below

TO: Robert PELLICCI  395-4871 )
Office of Management and Budget
Fax Number: 395-8148.
Branch Wide Line (10 reach |eglstative asssstant} 395 7362
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.. LOSS OF MEDICAID ASSURANCE UNDER H.R. 3807 M& cm& .

The House Repubhcan proposal (H.R. 3507) to reform welfare effectively loosens the
link bctwccn welfare receipt and eligibility for Medicaid. Under the Meédicaid reform proposal
many more people will lose their assuranice of medical coverage. For poor AFDC recxp:enm thc

- loss af cash assxstance and health coverage wou]d bc devastatmg

'1 he House Repubhcan plan keeps asa mandatory group for Medlcaid coverage rccipicnts
of cash assistance. Yet the details of the proposal would place many recipients at-risk for the
loss of coverage. The proposal clearly states that ‘certain low income families’ namely

~ individuals and members of families who meet current AFDC eligibility critéria related to
income and resources would retain Medicaid ehgxblhty But the proposal goes onto oﬂfer siates
1wo opuons to rédefine this' group

1. Statcs with hlgh incorme and fesource criteria undcr cufrest law could lower .
them to the national average; thus in those states cash ‘assistance rcmplcms would
be demed Medicaid coverage .
2 btatcs could link Mcdxcmd chgxbxhty and cli gxbﬂnv for cash assistance under a
ewly defined State plan under Part A or E (cash assistance blotk grant of foster

care). This provision effectively chianges the eligibility criteria from curvent law

- to whatever new criterid a state includes in the new state plan Under this option

- states could change not ouly the definition of income and resources but also

. household filing unit, budgeting and reporting pericds, and cther non-financial

~ eligibility criteria. This second option allows states to expand or contract the
eligible population but any expanqons would not incur a.ny additional fedcral
ﬂnancml pamc:panon ‘ : ‘

Under the House Republican proposals adult AFDC recipierits (eXcept poor, pregnant
worhen) as well as all children aged 13 and older could lose the guarantee if the State opts o
either lower Medicaid eligibility criteria to the national average or restrict eligibility for its cash .
‘assistance program. In addition, poor families that léave welfare for work or because of

increased child support payments will lose the guarantee of transitional Medicaid benefits (the
- Archer welfare markup docwnent may seek to restore the transitional benefit). Finally, even if .

the Congress testored the current eligibility rules mariy members of families subjected to the ’
_Federally mandated five year time limit as well as the- optnonal State imposed shorter time hrmts
. would lose the Medzcatd guarantee.

The numbers presented in the anachcd table mdxcate t.he number of adults and cmldrcn
- who will be either placed at-risk to lose thelr guarantéc of Medicaid or lose that coverage tinder
the proposal. These estimates are based upon the current law proj ectlons of the ¢17,e of the AFDC
caséload and the charactensucs ot the recipients in 1994. :

‘I:J*ra«f.t ' rae'p‘e /tho : June ~131,:1996
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In'FY 1997 altost 44 percent of all recipients of AFDC will be placéd at-risk; only

* children lcss tHan 13 years of age and pregnant women would be ceftain of continued eligibility.
Of the 5.9 million at-risk recipients just less than two miilion are child recipients aged 13 zmd

over. The remaining 3.9 mﬂhon at-risk tecipients dre adul :

The loss of the Transmonal Medicaid guamntec would eliminate the guardrites for
recipients who leave welfare to work or through increased child support paymcnts Unider.
current Jaw those who leave for work (adults and their »hxldren) and bave income be!ow the

' povem lirie are ehg)ble for one year of transmonal coveragc

- Tuis esnmated that almost 2.2 million recipieiits would Jeave welfare for work and be in

" their first 12 months after exit in the average month in FY 1997. Of these 1.7 million would be

eligxble for tnmsxtmnal covcrage becausc their i mcomes are bclow thc povcrty line. Under the
(note: this chglbxln) has nothing to do w:th ansitioning off welfaxe <= these are mandatory
groups under the proposal). Thus inFY 1997 780 thousarid former recipients would be _
ineligible for coverage. 'Of thesc recipients 25 percent would be poor children aged 13 and over,;
in 1997 this would mean the Joss the Medicaid guarantee for almost 200 thousand children. The
total uverage monthly number of losers would be expected to grow to 830 thousarid by the year -
2002.. In addition, an unknown number of recipients who léave welfare because of incredsed
child support would lose the Medicaid transitions] benefits. In 1994 the Office of Child Support -
Enforcement reported close to 300 thousand case closures due to increased child support
collections. States could, at their option; continue 1o provide this coverage to those families who
leave welfure for work or‘ due o incrcased child support- under the terms of the proposal.

Rcstonng thc hnk betwcen currént AFDC ehgxblhty rules and Medicaid would siill leave
inany farnilies who would be subjected to a time lithit of § yeirs or less, at State option, with a
loss of the Medicaid guarantee. In fiscal year 2002, some 3.2 million recipienits could be
dropped from the AFDC program if all States imposed 4 two-year time limit and provided a full
20 percent exemption.” Of these tecipients 1.2 million would be children aged 13 and oldét. ‘,
When the full impact of the federally mandated 5 year limit is felt (assuming statcs fully wtilize
 the 20% exemption) ebout 1.7 million rcmp;ems including 700,000 children aged 13 and oldcr,

© would lasc the guarartee 10 Medu.md covcragc

pDraft: aspe/dto June 11;‘1996“



o196

’tN[}MDUALSW 0 ARE PUT AT RISK OF MEDICA!D LOSS UNDER N‘iWGO? Bl.l.

(nm\m n tOWs!

-

’ YOTAL REC[P“EN'TS ANDWORK {EAVERS

TOTAL RECIENTS AND WORK LEAVERS wuommmmsx

Aduts

o TOT'ALAFDCREC!PH:NTS R SN -

"'mmn Recmrs PUTATR!SK ,' :

‘ megmmmm‘wm - N e
T Chid meckients 13 yTS) L
P mwregmteenmm'cwm ~N :
LOSE GUARAN’TEE DUETO SYEAR TWIEUW(?O% FJ(E’MPT’)‘

Mdmﬂs

. " ‘ ‘ L.
cnaa wupents (> Byrsy S
tos:: GUARANTEE DUE. TovaAR TNE LIMW (20% a&mx

MPedpfents
o Msen. - : e e . .
Nonzxegnmvmmm I ¥ I

. Ctildrewenis{)ﬂym) - lf‘}
TOTAL LEA\?YRS FOR WORK (1$T 12 MONTHS)

Yy wwnsmmmwse summ&:

Taduts . i oL

v“;ource ASPEprv;eobms

- ,}'190?_
LT

T 4,483

1'3,‘14;. .

545 ~esa
- 3360 -

ez :
- :,: 29 s 300

6615«

2149

L2089 . 2700
w92
583 . se2

'1993; o
15803
&30
4552
2,180 -

42,600

0. -
9
¢

v \O‘Y'»‘

AB028 |
T 4,818
2219

“43,795".

S

@

(- = - 3

.

2233
600"
203

20000

16,224
6,219

467

2,238

139647 .

349

© 1,268,

03
"2

91, -

. 'ﬁs .‘.

Com

608

206 -

~

'.-Noce m«mmmmmmmmmmmmmmmmmw

mmmmdmmommmmsm

F

B A; — -

& o®me o

L2260

| 15.42¢"

6,994

AT
2265 -
14,133
XL
"4;414'.,
515
(3,580
. 4(!, N

zose'
U

o0

ST
L. U6

2288

TS

zmz

16 617~

2,600 -
ovrar
1476

2315

an

16,817
7,163,

T oA
2319

' -14.47_4 :

4214

- 588
3625
A

' zms:'-
k3 D

: 37_‘;- .
231 0

) s ‘.
: 33077 .
N '2'5
iz
e

C .21.3:-‘-

o

17,020

-7.249 -

?_.MT

) 14.649

a2 ]
595, .

3,669,

:.42“1

FARNL

o hAR

1"z

T
3,35é .
2321

1,830

2570

483

Z{KIS

'7,223

" 7335

4,960
2,375

yag2d

S

' 6;02:7

42;; ’

%

4315
- 603
371'-1

2. 151 ;

L1786 T

216

C1es2.

Lo

2158
RY
2,399

T
B845; - -

218

17,426 .
7422

- 5013
2,803 -

. 1_&'.998 f :

6548

".‘365‘":.

- 610

:375—,'.‘

)

2482
i

- 1876

‘2427

3141.

9e5-
o4
. ‘47.5? ; . '
=

2402 . 3443

2480

E

-

- 653 .
2y



-~ 13 F,rs.L June 11,.1998 Bm«('«._/é(/\cf

. . " /L ‘
Bruce R., Gene S. U//‘B " P e in
' ’ N 'MO\A

FROM: Chris J., Diana F., Jeanne L.

"&(&\‘.(V(Ar‘ r(L./Q
6\2“3HT .S:CQJ‘UOA qu

NMJ'\ LFOC«JU l(\\‘) ‘“&*‘Mnr A’L(,V‘
RE: Resolvmg the Medicaid “100-Hour Rule” issue q&,)‘k‘ this {8 he
W ur /u_(( "'-’"L«-@
: VAN -
cc. Elena K., Sally K. - MWt o e T2 e Loy
‘ cLl( [~ ‘?I‘(f\tl?a\j" M (_%‘1/3 —_ﬁ\’r\rz@'
. _ : e
This is an update on an important Medicaid coverage issue that we would llke to resolve as soon [ '

as possible, but that may be at an impasse. HHS has proposed a regulatory change to the ~—
defipition of an unemployed parent for Medicaid purposes (i.e., allow alternatives to defining
“unemployed” as working less thand00 hourgper month). This change ‘gives states the option of
allowing two-parent families meeting the other eligibility criteria to qualify for Medicaid. States
with pre-welfare reform waivers of this 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 insisting that HHS find an offset for
_its cost since they are uncomfortable with its size. HAS has refused to do so because it is: (1)
virtually impossible for OMB and HHS to find this amount in Medicaid (particularly in a way
that the States will support), (2) against. HHS policy and politically unviable to use Medicare
savings to offset Medicaid costs, and (3) an OMB pollcy that has not been used in other health
reg durmg this Administration. :

We would like to geta 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 delayed; 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 OMB and 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. o
BACKGROUND : :
“100-hour rule.” The proposed regulatlon would allow states to cover two-parent families that -
meet other state Medicaid eligibility rules. It would do so by changmg anold 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 unemployment of the parent. The old AFDC regs define ] 2as
_ workmg less than 100 hours per ates received statewide and
another 6 states received substate waivers 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.




90

Post-welfare reform history. This reg was one of several that were contemplated immediately
after welfa,“,e 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 support
this policy. It not only allows states to align their 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 tobacco 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: Since this reg’s costs were not included in the post-welfare
reform baseline, they would represent an increase to the baseline / decrease in the surplus .
- if not accompanied by an offset. Tl&goes against both the BBA and the President’s
..::SOClal Security First” pledge.

B “*—w
. Bad precedent. This reg’s cost are hlgh Allowing it to be pubhshed w1thout an offset
could encourage agenmes to ignore the cost implications of administrative changes, and -
could make OMB vulnerable on the Hill, which has become aware of this issue.

HHS reaction. HHS disagrees with OMB for two main réasons." ‘.

i Not a new precedent. HHS points to the fact that several regs (e.g., change in the timing

of SSI payments $10 million, SSI “bucket” reg $1.4 billion over 5 years) that did or could
“have had cost implications were not requxred to have offsets.

-+  Evenif 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 explammg why a Mechcare
change is needed for a Medlcald regulation.

e

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

Our thohghts. » We believe that this reg is important and siio,uld be published one way or

another. It would be particularly appropriate for the Family Conference, 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 issuefhere. While OMB is right that such 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 difficult to 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. '

BT 4



BACKGROUND ON THE MEDICAID “100-HOUR RULE”

- OVERVIEW. The new “100-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 eamer 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 a waiver of this “100-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.

- 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 100-hour rule contained in the existing definition. This is a final regulation with a
60-day comment period. ~

P T
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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:

T

Alabama ' ' \ - New Hampshire
Alaska - ' New Jersey
Arkansas New York
Colorado : “North Dakota
Florida ' ' Oklahoma
Kentucky V ‘ Pennsylvania
Louisiana o ' South Dakota
Maine ‘ Virginia
Nevada ‘ L o Wyoming

- States with waivers for only subsets of fam1hes (e.g., certain counties; only parents under the age
of 21) also can broaden eligibility through this revised regulatxon

There are two main beneﬁis'of this 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 optidn of covering low-income parents.
While Medicaid coverage of children has expanded, most states have not been able to extend
coverage to their parents because of this rule. This change gives all states the flexibility to give
the whole family, and not a fraction of it; health coverage. Wlth this flexibility, approxnnately
135,000 people could gain Medicaid coverage.
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. Dear State Medicaid Director:

The Personal Responsibility and Work Opportunity Reconciliation Act of 1996 (P.L. 104-193) has
substantial implications for Medicaid eligibility systems and responsibilities. In order to address
1mplementat10n issues carefully, we have been workmg very closely with the joint Federal/State Eligibility
Technical Advisory Group (E- -TAG). That process is continuing, and will culminate in the i issuance of a
State Medlcald Manual 1ssuance in December w}uch will address many of the ehglblhty issues.

~ In the meantime, we understand that some States are moving shead to submit Temporary'Assistance'to
Needy Families (TANF) plans. In 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 Man Amendment to do so. Plan

- Amendments may be submitted to us using whatever format you think appropriate, but providing as much
information as necessary to describe the ehgxblhty options you are electing for Medicaid. We are happy to
work wnth you on the detalls of plan amendments as you proceed w1th 1mplementat10n o L

Ple=se recogmze that many legal immigrants (who might 0therwnse qua lfy fOr Medlcald) entering the

country on or after August 22, 1996, are not eligible for Medicaid for five (5) years. However, under
 Section 402 of P. L. 10" -193, States.must con inue to provide Medicaid eligibility, until at least Janvqry

1, 1997, to any qualified immigrant receiving Medicaic on August 22, 1996. States should be aware that

'Sectlon 402 also permits states to continue coverage fnr most legal immigrants and to receive Federal

watching funds fo. coverage of thesc indiviauals. Inmany event, States must continue to cover immigrants .

enrolled in Medacaxd praor to August 22, 1996. untﬂ the State submxts a State P an Amendment to the

contrary

To sumup, in the absence of submlttmg a State Plan Amendment you are expected to continue prowdmOr "
Medicaid ehgxbxhty for all the groups you covered on Juiy 16, 1996, mcludmg permissible legal immigrants.



. Lee Partrldge APWA

We will- keep you mformed as we develop Federal pohcy to 1mplement this Act and W)” issue further polxcy
gu1dance as soon as p0551b1e Thank you for your cooperanon m smplementmg this’ program -

&
i

- Sincerely,

Judith D. Moore
Actmg Director
Medlcaxd Bureau

CC:

Al Regxonal f\dmmlstrators '

All Associate Admmlstrators for Medlcald

Lloyd Bishop, OLIGA -
Jennifer Baxendall, NGA

4

) Jo'y Wilson, NCSL



~ FACT SHEET #1

LINK BETWEEN MEDICAID AND TEMPORARY ASSISTANCE FOR NEEDY FAM]LIES N
(TANF) .

Lk

Pnor to enactment of P. L 104- 193 the Personal Responsxbrllty and Work Opportunmes Actof 1996

o lndrvrduals who recewed AFDC cash assrstance or who were deemed to have recerved
~ AFDC were automatically eligible for Med1card (Sectton l902(a)(lO)(A)(r)(l) of the ’ '
Social Secunty Act)- ‘ o N o

) o 'Farmhes who lost AFDC cash asswtance because of employment or recetpt of clu d (or

spousal) support payments were ehglble for transitional Medicaid assistance for an’
additional period of time. (Swttons l90”’(a)(10)(A)(r)(I) and 1925 of the Social Secunty
Act)

o - Various rules of the AFDC program were used to estabhsh Medtcald eltglblllty for other
Medicaid-only eligibility groups (e. g, pregnant women and children whose eligibility is
related to the poverty level, optional groups of children-and caretaker relatives who do
not receive AFDC, and the medlcally fieedy. ) {Sectron 1902 of the Socral Security Act)

“The new welfare reform law elxmmates the AFDC cash assrstance program and replaces it with a block
grant program called Temporary A551stance for Needy Families (TANF) (Section 103 ‘of the new law).
However, families who meet the AF DC eligibility criteria prior to welfare reform will be eligible for
Medicaid. States are not required to make a complete eligibility détermination using all the pre- -reform -
AFDC program rules. This determination is replaced by two basic e lglbll ty requrrements o

o ’The family income and resources miist meet the pre-reform AF DC standards (Sectron
193 1(b)(1)(D) of the Social Security Act). :

0 The pre-reform AFDC depnvatton requtrement must bet rnet (1 e., a child must be lrvmg
with a parent or other relative and deprived of parental support or care by the death,
absence, incapacity or unemployment of a parent.) (Sectlon 93 l(b)( 1 )(A)(n) of the
Socral Security Act) ' <

As under pre- reform law 1f a famrly loses Medlcmd ehgrblltty because of employment or recelpt of
support payments or employment and recéived Medicaid in three of the preceding six months, the
family is eligible for a period of extended Medrcald beneﬁts (Sections 408(a)(1 1) ‘and 193 l(c) of the
-Social Secunty Act) , , ‘
k States are permrtted to deny Medtcmd benefits to adults and heads of household who lose TANF beneﬁts
- because of refusal to work. However, welfare reform law spec1ﬁcally exempts poverty-related pregnant

‘\».- . i E . ' =



_ women and chlldren from thls provxsron and mandates thelr contmued Medlcard ellgrbxhty (Sectmr‘
193 E(b)(S) of the Socral Secunty Act) '

Because the AF DC cash assistance program 1s eliminated, welfare reform prowdes that any reference in V
Title XIX to an AFDC provision or an AFDC State Plan will be considered a reference to the AFDC

* provision 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 apphcab e mcome and resource methodologies, as
follows: o . : : T

o . A State may lower its income standards, but not below the. standards it apphed on.
May 1, 1988. (Sectlon 1931(b)(2)(A) of the Social Secunty Act)’

.0 A State may Increase its income . and resource standards up to'the percentage increase in .
the CPI subsequent to " rly 16, 1996. (Sectlon 193 l(b)(Z)(B) of the Socxal Secunty Act)

o - AState may also use less restrictive income and resource methodologles than those n .
eﬁ’ect on July 16, 1996. (Secnon 193 1(b)(2)(C) of the Socral Securrty Act) '

" Related Fact Sheets:-

Link Between Medicaid and SSI Coverage of Chi!dren :under Welfare Reform

Lmk Between Medicaid and the Immxgranon Provrsrons of the Pereonal Responsxbrllty and Work
Opportunity Act of 1996 '

Increased F ederal Matchmg Rates for Increased Admmnstratxve Costs of Ehgrblllty Determmanons under .
Welfare Reform -



FACT SHEET #2
LINK BETWEEN MEDICAID AND SSI COVERAGE OF CHILDREN UNDER
WELF ARE REFORM - : :
Under the new law the deﬁmtlon of chxldhood dlsablllty is no longer lmked to the definition of

“ dxsablhty for adults The reference to* comparable severrty n the old law has been deleted

The new deﬁmtxon says: (1) an individual under the age of 1 8 shall be.considered to be dlsabled
- -under. SSI if that child has a medlcally determinable physical or mental impairment, which results

" inmarked and severe functional limitations, and which can be expected to result in death or which -

has lasted or can be expected to last for a continuous penod of at least twelve months; and (2) no
individual urider the : -age of l 8 who engages m substanttal gamful act1v1ty may be consxdered
dlsabled L S S C . o ‘

- In addmon to the new definition of drsablhty for chil dren the law mandates two changes to
“current evaluation criteria in SSA’s regulations. SSA mvst: (1) discontinue the individualized .
" functional assessment (IFA) for children; and (2) climinate maladaptive behavior in the domam of
personal/behaworal function in determmmg whether a Chlld is disabled. :

In most States, mdmduals who are e lglbl for SSI are also el.glble for Medlcaxd These changes
will result in some chlldren losing SSI, and therefore Medicaid ellglblhty However, many of the
children affected could Stlll continue to be covered under Medicaid because they meet other
Medicaid eligibility criteria. States are required to perform a redetermination of Medicaid
ehgrblhty in any case where an individual loses SSI and that determination aﬂ"ec*s the 1nd1v1dual s
; Medlcald ellglblhty : :

" Section 204(a) of th new law’ provides that SSI-payments, for all beneficiaries, including 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. meets all ehglblhty factors. ThlS 1s a. delay in SSI eligibility in -
K comparison wuh the old law. S . t . v
- Under Section 211 ‘of the new law, SSA is required to redetermine the eligibility of recipients
under age 18 by August 22, 1997. No SSl-eligible child may lose benefits by teason of a. -
redetermmatlon of dxsablhty using the new deﬁmtron earlier than July 1, 1997

Also under Sectron 211, SSAis requlred to send notices to the representatlve payees of all
affected recnprents no later than January 1, 1997 ~

Related Fact Sheets

Link Betw’ee‘n Medi"caid:and Tenlperary Assistdnce fer Needy'E amilies (TANF )



Lmk Between Medrcard and the Immrgratnon Prows;ons of the Personal Responsxbrlxty and Work
Opportumty Act of 1996 e ' , ..

Increased Federal Matchmg Rates for Increased. Admtmstraiwe Costs of Ehglblhty
Determinations Under Welfare Reform -




FACT SI—IEET #3

LINK BETWEEN MEDICAID ANI) THE IMMIGRATION PROVISIONS OF ‘
- THE PERSONAL RESPONSIBILITY AND WORK OPPORTUNITY ACT OF 1996 T

- Medicaid Eligibility of Leszal Immlgrants :

The Personal Resp0n51b1hty and Work Opportumtv Act of' 1996 (P L 104 193) 1dent1ﬁes two
categones of legal xmmlgrants quahﬁed ahens "and others. . ,

“Qualified Alien” Defined: A ‘qualified alzen is an alien who is Iawﬂdly admitted for
permanent residence under various sections of the Immigration ‘and Nationality Act (INA)
including: an asylee a refugee, an individual who has been paroled into the U.S. for.a period of
one year, an individual who has had his/her deportation withheld, and who has been.granted
conditional entry. This definition also includ.. battered immigrants, and/or immigrants who
would be indigent without asszstance because thezr spansors are not prowdmg adequate

Support. ‘

States have the following options to cover legal lmmlgrants as long as these mdmduals meet the
financial and other ehglbllxty requ:rements of the program. ' '

Immigrants Remdmg 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,

" HCFA will presume the State will continue.to prewde Medicaid to these mdmduals until a State -

- Plan Amendment is submitted to the contrary.

) For lmmlgrants who are “qualified aliens” receiving Medicaid benefits (were enrolled in
the State’s Medicaid program) on August 22, 1996, States must continue Medicaid
coverage until at least January 1, 1997, After that date, HCFA will assume that States are’
couiinuing to cover these individuals, unless-:% diate amends its State Plan to dlscontmue ‘

" 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 that date, whether eligible or not, States have the option
not to provide Medlcaid begmmng on August 22 1996. To do so, the State must amend
its State Plan ' :

o For other 1mm|grants who are not “qualifi ed aliens,” Medlcald ehglblhty was terminated
' on August 22, 1996 under P.L. 104-193, except for those receiving SSI. For these
1mm1grants Medncazd ehglblhty contmues u“xtll SSA redetermmes ehglblhty (see page 4).


http:contiriue.to

.E'xeegted Groupsvof Immigrants ’

~ There is an excepted group of immigrants to ‘whom the State must provide Medlcald coverage
provided the individuals are otherwise ehgtble The followmg groups of 1mm1grants are -
conStdered part of the excepted group ' ‘ :

o Refugees -- For the ﬁrst 5 years after entry to U S in: that status.
o Asyl ees -- For the ﬁrst 5 years aﬂer granted asylum

SRR Indrvnduals whose deportation i is belng w1thheld by the INS -- For the first S. years .
after grant of deportahon wrthholdmg ; :

“0 Lawfu] Pefmanent Residents - After they have been cred|ted with 40 quarters of -
. - coverage under. Social Security (based upon their own work and/or that of zpouses
or parents) and no Federal means-tested public benefits were received by the
_ individual in the quarter to be credited (or the spouse;’parent on whose work
record quarters were credited). Members of this group are not excepted if the
" immigrant arrives in the U.S. after August 22, 1996. ‘

o - Honorably dtscharged U.S. mmtary veterans active duty mthtary personnel and
© 7 - their spousec and unmamed dependent cht dren -- At any ttme

: Immlgrants Admttted to the US. On or Aﬁer August 22 1996

There 1S a mandatory ban on Medtcard eligibil lty fori 1mm|grants who are quahﬁed aliens” newly
admttted to'the U.S. on or after August 22, 1996.. The 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 binding
affidavits of support (required elsewhere in welfare reforr, beginning no later than February

" "1997), States must deem the income and resources of the immigrant’s sponsor (and sponsor’s

- spouse) to be available to support the immigrant when determining the immigrant’s’eligibility for
Medicaid.t For most immigrants, deeming will not take effect for ﬁve years. ' :

~ Individuals who have been credited with, 40 quarters of work w1thout recelvmg assnstance are not
. consndered an excepted group under these provisions. :



. Sponsor to “Oualiﬁ'ed Alien” Deeming of Income and' Resources

There 1S no deemmg of sponsors income and resources for 1ndtv1duals who entered the u. S
under the old affidavits of support. The new deemmg requtrements apply to Medncard 1n the
followmg sntuatlons :

o . Deemmg apphes only to sponsors 51gn1ng new, ega ly. bmdmg afﬁdavus of
' support
o The sponsor s and sponsor spouse’s income and resources will be counted when

) determmmg the i income and resources avarlab e to the rmmtgrant they sponsor
o Deeming appl‘ies only to immigrants 'who are sponsore,d‘b‘y ~_ind_i\'fiduals,

o . Under the omaibus approprrauons amendments deemmg does not apply.to.
battered immigrants or to those who would be indigent, defined as unable to. obtaln
food and shelter without assrstance because therr sponsors are not provrdmg
adequate support. .

o " Deeming eontir\_ues until the earlier of naturalization by the immigrant or.the
immigrant’s being credited with 40 quarters of Social Security coverage.” Such
quarters do not include. any-quarters after December 31; 1996 in which the

. immigrant (or the immigrant’s spouse/parent on whose work record the 1mm1grant
~ is credited with quarters) receives Federal means-tested beneﬁts :
0 Sponsors must renmburse Federal State and Ioca governments for the cost of
‘means-tested benefits received by the sponsored immigrant during the deemmg
peric. but excludmg the costs"ot emergency medlca services. -

Emerg‘éncy Se.vices =

s

Prov1ded they meet the ﬁnancral and categortca! ehgrblhty requtrements both quahﬁed ahens and
- non- quahﬁed ahens continue to be e 1g1b e for emergency services under Medncard '

) SSU/ Medicaid Connection for "Qualified Aliens”

~ Other provrstons of welfare reform ban recelpt of SSI cash beneﬁts for both current and new
otherwnse e 1g1ble tmahﬁed aliens;’ unless they are a member of one of the excepted groups
- listed above. Lo :

R



Individuals who continue to receive SSI cash benefits would be eligible for Medicaid under the
usual rules. The Social Security Administration must redetermine the SSI eligibility of all -
immigrants within one year of enactment. Upon redetermination, the 1mmtgrant may Iose cash
a551stance if he/she is not a member of one of the above excepted groups. o

States aré requrred to perform a redetermlnatron of Medicaid ehgxbthty in any case where an . .

“individual los=s SSI and that termination affects the indvidual’s eligibility for Medicaid. Those
losing or barred in the future from recelvmg SSI cash beneﬁts will ﬁnd thetr Medlcard beneﬁts
affected in the foll owmg ways

o AState that has opted"under its Medicaid plan to cever non-cash SSl-related grodps _
would automatically continue Medicaid for “qualified aliens” who fit into those groups.

o  A’State that has not previously opted under its Medicaid State plan to cover non-cash
'SSI-related groups could; as always, submit a State plan amendment to provide coverage
for non-cash SSl1-related groups: HCFA is explormg opt10ns to permlt States to do thrs as
simply as possrble :

‘In‘ addition, a State that opts to cover only-SSI cash recipients may still be able to cover some of
the “qualified aliens” under other provisions of current Medicaid law (i.e., poverty related
pregnant women and chrldren medlcally needy, etc ) :

An 1mmrgrant who ioses SSI cash benefits would continue to be ehgrble for Medtcard untrl the

State conducts a Medicaid ehgrbthty redetermination (which requires consideration of other bases
for Medncatd ehglblhty for whrch the individual may qualify) and has found that the individual .

Related Fact Sheets
Lmk Between Medlcard and Temporary Assxstance for Needy Famrhes (TANF)
Link Between Medlcard and Coverage or 381 ¢ hnaren mder Weifare Reform -

Link Between Medlcatd and the Immrgratlon Provrstons of the Personal Responsxbrhty and Work
Opportunity Act of 1996 - t



FACT SHEET #4. -

‘INCREASED FEDERAL MATCHIN G RATES FOR EXTRA
~ ADMINISTRATIVE COSTS OF ELIGIBILITY DETERMINATION
UNDER WELFARE REFORM

4 ' . ' [

- The Personal Responsnbllrty and Work Opportumty Reconciliation Act of 1996

(P.L. 104-193) has substantial implications for Medicaid eligibility systems and responsnbll:tnes
Section 114 of the law (Section 1931(h) of the Social Security Act) provides a special fund of
$500 million for enhanced Federal matching for States’” expenditures attributable to the
administrative costs of Medicaid eligibility determmatlcns due to the law.” The spec:ﬁc features of
this prov151on are described below: .- -

Federal Fmancml Pamcmatlon (FFP) Retes D

‘ The normal FFP rate for States admxmstratlve costs far ehglblhty determinations in the
. Medicaid program i§ 50 percent. However under this new law, the Secretary is given .
discretion to increase the FFP rate above 50 percent, up to a fixed.national cap of $500 mllhon fer
this enhanced funding.* This enhanced funding is for extra administrative costs
o appllcable to the mcreased cost of eligibility determinations due to welfare reform.

‘National Limitation onr'Toﬂtal Fuhding ‘

The total Federal ﬁ;pdS‘a\;ailable for_eﬁﬁdnced match are liiited to $500 million.

) Time Limitations

The $500 mllhon is avariab e natlonally for expendxtures during the Flscal Years 1997

through 2000. ‘For each staté, however, the enhanced funding is available for only the

first 12 caiendar quarters in which 4 State’s Tempouvai; Assistance to Needy Famllles (TANF )

program is in effect after August 21, 1996 ' :
Related Fact Sheets :

Lmk Between Medlcald and Temporary Ass:etance for Needy Families (TANF)

.Lmk Between Medxcald and Coverage of SSI Chl dren under Welfare Reform

» | Lmk Between Medncard and the Immxgrauon Prov1510ns of the Personal Responsrbl ity and Work
N Opportumty Act of 1996 :



