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I EADERSHIP COUNCIL

AGING ORGANIZATIONS
June 11, 1997

U.S. House of Representatives
Washington, D.C.

Dear Commerce Comnﬁttée Member:

The undersigned members of the Leadership Council of Aging Organizations (LCAO) are
writing to express our shock and dismay at the decision by the Health and Environment
Subcommittee to directly .violate the budget agreement by not including agreed upon
protections for vulnerable, low-income Medicare beneficiaries. We strongly urge you to
support an amendment to provide low-income protections at a level consistent with the
budget agreement.

An explicit provision of the budget agreement was a bipartisan commitment to spend $1.5
billion over 5 years to ease the impact of increasing Medicare premiums on low-income
beneficiaries. The budget includes a significant increase in Part B premiums, about $15
more per month in 2002 relative to what beneficiaries would pay under current law (about
$66 instead of about $51). For a low-income elderly couple, this means that they would have
to pay Medicare premiurms of $1,594 per year (about $360 more per year than under current
law). ,

This would not be affordable for millions of low-income seniors just over the poverty line,
who must also pay rising prescription drug costs and Medicare deductibles and copayments
out-of-pocket. Without the full level of protection agreed upon, vulnerable beneficiaries will
be forced to make sacrifices in such essential areas as food and shelter.

Under the Health and Environment Subcommittee proposal, less than half of the amount -

promised ($600 million vs. $1.5 billion) would be allocated to improve Medicare low-income
protections. The proposal apparently would force many low-income seniors to pay all but
$5 of the Part B monthly premium in 2002, since only the portion directly attributable to the
Medicare home health shift from Part A to Part B would be eligible for protection.

This is grossly inadequate, not only because the amount of protection is so meager, but
because almost no one would actually receive it. Only 10% of those above poverty entitled

 to current premium protections are receiving the benefit. This is primarily due to lack of

outreach and a confusing, intrusive application process that requires beneficiaries to sign up
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at state welfare offices. Participation under the proposal will be even lower for a benefit of
only $5 per month.

The Health and Envirorment Subcommittee proposal is a clear violation of the terms of the

bipartisan budget agreement. We strongly urge you to live up to the promises made by .

providing the full amount of low-income protections agreed upon.

APSCME Retiree Program
Alzheimer’s Association

- American Association of Homes and Services for the Aging

American Geriatrics Society

" Asociacion Nacional Pro Personas Mayores
Assodiation for Gerontology and Human Development in Historically Black Colleges and '

Universities

- Association for Gerontology in Higher Education

Association of Jewish Aging Services

Eldercare America, Inc.

Families USA

Gerontological Society of America

Gray Panthers -

National Association of Meal Programs |
National Association of Retired Federal Employees

. National Caucus and Center on Black Aged, Inc.-

National Committee to Preserve Social Security and Medicare
National Council on the Aging
National Council of Senior Citizens

. National Hispanic Council on Aging

National Osteoporosis Foundation
National Senior Citizens Law Center
Older Women’s League
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TALKING POINTS FOR CONGRESSIONAL HEALTH BUDGET MEETING
June 3, 1997 ‘

HISTORICAL OPPORTUNITY. This budget offers an unprecedented opportunity to
pass the most significant health care reforms since Medicare and Medicaid were enacted
over 30 years ago. If we succeed, we will:

- Modernize and reform Medicare, extending the life of the Medicare Trust Fund
for well over a decade, and lay the foundation for addressing the long-term
financing challenges facmg the program;

- Offer states unprecedented flexibility to efficiently administer Medicaid; and
- Extend health care coverage to millions of uninsured American children.

BIPARTISAN PROCESS. We are at this point because of your cooperation and -
diligence in putting the interests of good policy ahead of partisan politics. This occurred
both in the negotiations leading up to the budget agreement, and in the preparation for the
upcommg mark-ups.

‘In particular, Chairman Archer, Chairman Bliley, Subcommittee Chairman Thomas, and
Subcommittee Chairman Bilirakis deserve great praise for how you have integrated our
Democratic colleagues in the drafting of the respective mark-ups. I believe the final
budget and the country will be all the better for the process you have established.

COMMON GROUND The result of this bipartisan work is a foundation of policies that '
we all agree will help reform the entitlement programs. These include: : :

- Modernizing the program by offering more plan choices to Medicare
beneficiaries. Mr. Thomas, you have been a leader in this area..

- Reforming the fee-for-service program through prospective payment systems for
" home health, skilled nursing facilities, outpatient departments, and other fee-for-
service providers. Mr. Thomas and Mr. Stark, you have been working on these
issues for years.

- Assuring that beneficiaries have adequate consumer and quality protections in
both Medicare and Medlcald Mr. Stark and -Mr. Dingell, you have led the way
here and -

- Providing new Medicare preventive benefits, such as screening for cancer and
diabetes self-management. Mr. Thomas, Mr. Blhrakxs and Mr. Stark have worked
diligently on these issues. :



PRIORITIES. At the beginning of the Congressmnal mark-up process, I would hke to
emphasme several of my priorities.

- MEDICARE

- Prudent purchasing reform. I share your belief that Medicare will survive only
if we take from the private sector its best lessons in competition and negotiation.
That is why I hope you give serious consideration to proposals that give the
Secretary the authority to negotiate lower prices through competitive blddlng and
other similar market-oriented mechanisms.

- Immediate home health reallocation. I support the immediate reallocation of
’ long-term home health care to Part B because it is good policy. There is no reason
to phase it in over time. Doing so will reduce how much we extend the life of the
Trust Fund by at least two years. '

- Carving out academic health center payments from managed care. 1 believe
we should make it a priority for medical schools and other teaching facilities to be
directly compensated for their unique additional costs -- and not dependent on
whether managed care plans pass on the payment we give them for this purpose.

- Medical Savings ‘Accounts (MSAs). Everyone in this room knows I have major
concerns about a new Medicare Medical Savings Account. Such an approach will
-- according to CBO -- cost the Trust Fund money and has great potential to
adversely select healthy populations away from the traditional program. I don’t
believe we should move in this area.

MEDICAID

- Disproportionate Share Hospital (DSH) reductions. After major objections
from Governors, among others, we agreed to drop the per capita cap proposal
from our savings package. Now the Governors want to reduce the DSH
reductions. We believe that our savings are achievable if DSH funds can be better
targeted. ‘

- Medicaid investments. Our investments were explicitly referenced in the budget
agreement. If we can maintain our DSH savings -- as I believe we can, we should
honor the agreement on the investments,

CHILDREN’S HEALTH INITIATIVE.

- Efficient investment for children’s coverage. One issue that I feel the most
strongly about is the opportunity to expand children’s coverage. Ilook forward to
working with you on the most efficient way to provide meaningful coverage for
up to 5 million children.



c@,

. However, I have concluded that tax incentive approaches are not the best
mechanisms to most efficiently target our limited $16 billion children’s health
budget investment. I have become convinced that these approaches are
administratively burdensome, costly and would not most efficiently pick up
uninsured children. Therefore, I believe that the $16 billion should be used
through Medicaid or a capped mandatory grant option. If, however, you propose
tax incentive options in the context of your tax cut proposals, I am open to
reviewing them to determine their priority relative to other tax cut proposals.

CLOSING. While we will not agree on everything at the beginning of this process, I am
confident that we can build upon the strong bipartisan working relationship that we have
developed, and finalize this historic agreement in a way that is acceptable to all. -
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FEDERAL HEALTH SPENDING GROWTH HAS SLOWED

Comparison of CBO’s Projected and Actual FY 1998 g
Medicare and Medicaid Growth ©
S
0
, , _ . : . , %
Health Spending Projected 1996 Growth , - Actual 1996 Growth =
MEDICARE | 11.7% |  7.9% 3
MEDICAID , C11.0% | - 33%
Sowme: CBO’s March 1885 bsaseﬁme pmmmn of FY llsa spendlng {Medswm spending is gross spending), and CBO docurnents wulh actual FY 1986 growlh distributed fo
Congressional staff, October 30, 1955 .
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MEDICARE

BASELINE CHANGES
- Fed;al Spending: Federal Spering: Peraene;iciary Growih*:
- 1897 -2002 2002 - 1996-2002
March 1995 Baseline $1,513 bilion $315 billion 82%
April 1996 Baseline $1,475 biliion $301 billion 7.5%
Difference Since March 1935 - $38 billion - $14 billion
Possible 1897 Baseline $1,466 to $1,439 billion . $300 fo 5291 bilion 75%t07.0%
Difference Since March 1995 -347 to - 874 biflian - $15to -324 bitiion

* Average for 1596 1o 2002, Medicare 1S the gross spending per Part Aenmltee ‘

Sowrces: The March 1985 and April 1898 estimates are based on CBO fact sheets. The “Possible 1997 baseline ranges were estimated: small change' August 1986 re-estimate of
1996 spending {CBO’s August 1996 update) projected using April 1996 aggregate growth rates; ia:ger change: reduces 1836 according to August 1358 update and assumes
subsequent years' per-beneficfary growth is reduced by 0.5 percentage points in each year. THE POSSIBLE BASELINES ARE NOT FROM CBO; THEY ARE ONLY :
APPROXIMATIONS BASED ON THE INFORMATION AVAILABLE.

BUDGET PROPOSALS

Cumulative Savings Targets Federal Federal Per-Beneficiary
Spending: Spending: Growth:
SYears ) 6Years | 7Years 19972002 | 2002 1996-2002
I Republican BBA {12/95 score) -$118b -$168b -$226 b $1,258b - $246b o 5.6%
BreawChafee Plan (5/96) -$154b
Republican Ptan {5/96) -$114b -3168b | -$235b $1,307b $248b - 48%
President’s Plan {4/96) -382b -$116 b -§157 b $1,358b . $287b 5.8%
Passible New Plan " ~$119 b -$170bH - $233 b $1,347b $258b 4.1%*

m—————
* This rate s for the 1997 to 2002 period since the budget period begins in 1998

Source: The unitalicized and bold nurnber are from CBO eslimales; the italiclzed numbers were calculated by assuming that Federal spending in the subsequent years grows a& the
same rate as the tast year of spending growth under the proposal sooring. The “Possible New Plan™ adopts the scored savings stream from he BBA Act since it yiekd about $116b in
5 years, applied to the possible 1998 baseline (lower estimale). . '
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MEDICAID

BASELINE CHANGES
Federal Spending: Federal Spending: Per-Beneficiary Growth*:
- 1997- 2002 . 2002 . 1596-2002

March 1995 Baseline $855 biltion $178 hillion | 7.0%
April 1996 Baseline $80C3 biliion $166 billion 6.8%

Ditference Since March 1995 ‘ - 852 billion - $12 bifion ‘
Possible 1897 Baseline $766 to $733 billion $158 to $148 billion | 6.8% to 6.0%

Diffesence Since March 1995 -§89 to - $122 bifion - $20 to ~$30 bdillion

* Average for 1996 to 2002; Federal benefils, administration and DSH spending per reciplent
Sources: The March 1385 and Aprit 1986 eslimates are based on CBO faci sheets. The "Possible 1997” baseline ranges were estimaled: small change: August 1896 re-estirnate of
1996 spending (CBO's August 1996 update) prejected using April 1996 aggregate growth sates; krger change: reduces 1996 according to August 1986 update and assumes

subsequent years’ per-beneficiary growth is reduced by 1 percentage

points in each year. Also assumes lower recipient growth {avesage s 0.5 percentage points lower). THE

POSSIBLE BASELINES ARE NOT FROM CBO; THEY ARE ONLY APPROXIMATIONS BASED ON THE INFORMATION AVAILABLE.

BUDGET PROPQSALS
Cumulative Savings Targets Federal Federal : Per-Baneﬁc-iary
Spending: Spending: Growth:
5Years | 8Years | 7 Years 1997-2002 2002 1996-2002
Repubfican BBA (12/85 score) -$53b -$88b | -$133b $694 b $127b
Breaux-Chafee Plan (5/36) -328b -$43 b -$62b $758 b $152b
Republican Plan (5/96) -s42b | -s72bp | -$1100 $731b $137b
President’s Plan (4/86) -$320 -$54b -3826 $748b $145b
Possible New Plan -$54b -$86b | -$130b $679 b $124b |

* This rate is for the 1897 to 2002 period since the budget pericd begins in 1998
Source: The unitalicized and boid number are fram CBO estimates; the itaficized numbers were calculated by assuming that Federal spending in the subsequent year's grows at the
same rate a8 1he fast year of spending growth under Ihe proposal scoring. The “Possible New Plan™ adapts the scared savings stream from the BBA Act since it yield about $54 bin
5 years, applied to 1he possible 1998 baseline (lower esfimate). .
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_ MEDICAID
Medlcald Policies to Achieve Targeted Savmgs

\

Budget Average | Indexinlast | Savings | Fed.Spending: Fed. Spending:

, Pertod Index* " Year 1997-2002 2002
President's Plan: (1) ' 1997-2002 48% 3.9% -$54 b $749 b $145 b
CBO April 1996 baseline (GDP+0%) | -
Prestdent's Plan: (2) 1998-2003 4.8% 3.9% -$25b $708 b $134b
Possible 1997 Baseline V 1 (GDP + 0%) ,
Possible New Plan (3) 19982002 | = 25% 1.4% -$54b $579b $125b
Pgssible 1997 Baseline : (GDP- 2.5%)

* index average is for the year pnar to Imptermentation to the last year of the budgst pelmd
{1} President's FY- 1997 budget as scored by CBO In April, 1996
. {2 Same policies as in President's FY 1337 budget but implemented in 1938

(3} Assurnes fhat per caplla cap and DSH savings are about equal, and lowers the pool payments by $6 bilion
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MEDICARE: CBO Medicare March 1895 Baseline and Estimate of the Balanced Budget Act of 1985 {(Dollars iﬁ billlons; fiscal years)

2001

60 S6. P AON’

1895 19%6 1887 1988 1899 2000 2002 19962002 15972002
‘ Totd Growth Totsl  Growth
BASELINE {CBO FACTSHEET: 510/95) : ,
Total (Gross) Spending (1) 1782 1991 2194 2404 2604 2881 3152 3453 18708 . O6% 16718  95%
Spenting per capita 2} 4815 5202 5743 . 6207 6712 7245 7833 8479 82% 81%
Federal (Nel) Spending 1881 1788 1974 2159 2373 2608 2665 3152 16618  99% 15131 08%
Spending per capita 2) 4272 4752 5167 5574 6047 6550 7120  T.740 as% a84%
2%  B87%  79% B5%  B85%  B6%  BT%
CONFERENCE AGREEMENT (cao Scarfng, 11116155} ‘ :
Total Spending 1782 - 1956 2008 2182 279 2487 2678 2902 16582  6B% 14626  &T%
Spending per capita {2) 4815 5,199 5491 . 5633 5,808 6254 6,655 7,126 SA% 53%
Federal Spending . 481 1720 1831 1887 1953 218 2267 2043 14218  60% 12499  58%
Spanding per caplta £2) © 4272 457 4792 A872 4977 5326 5634 5990 46% 46%
: 70%  4B%  17%  22%  70%  S58%  65%
Total Savings .68 143 272 420 490 508 08  -270.0 2632
Premtum Savings 23 47 50 .65 96  -124 158 573 54

NOTE: Iiywmusmg the nominel spending per benaficiary please round 1o the nearest $100.
{1) Mandatory spending, inchuding PROs.  This baseline deas not include the CP3 adjuslmmt made by CBO in September 1995
{2) Spending divided by CBO's March 1885 Part A enrciiment

1174736
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MEDICARE: DRAFT PHELIMINARY CHO Medicass Decornber Basellne (Doitara in hilbons; focat yoors) '

2002

$995-2002

R 1995 1958 1897 1998 1598 2000 20 1987-20m2
Total Growth  Tolal Growth
HASEUNE (CBO FACTSHEET: 132205){1) ,
Yobt {Bross} Spending 774 1854 S8 2864 258+ 2807 - 3053 338 16246 2I% 16282 8.0%
Spenthng pae capita. {2) 474 5132 5556 6002 5473 €85 - 7475  BOM 78% 77%
Fadorat (Hai} Sponsing 1572 1765 950 2121 2333 2548 2783 2036 185486  o5% 14781 @3
Spending por eapltn (2) a417T7 4812 5018 5411 - 5851 6311 6814 1351 a1% - 7.9%
104%  B88%  T8% B1% 8% BO% 7.0%
AEFUHLICANS' CONFERENCE AGREEMENT (CEO SCORING 12M3/85) B ;
Vota? Speading 1774 1929 2066 2188 ~ 2303  248m 2670 2886 16520 69% 14584 5.8%
Spending per copla 2) 4714 504t 8316 5550 6716 6143 6538 6888 58% 58%
Fadaral Sponsing 1572 1704 1912 1003 1984 - 2138 2283 2458 14278 63% 42577 6%
_ Brendngpercapina {3 4177 8445 4663 4,832 4983 5276 5550 5,952 : 5.0% 1
: . 4%  48%  A5% 33% 5%  B0% B5%
1725 :
Sadngs ] 64 -faB 228 .2 48 500 -57.8 -228.7 _-2204
Praesin Sovings 28 A5 50 64 -84 1.7 -14.8 512
PRESIDENT (CHO SCORING 12/13/85) : : .
“Total Spending : 1774 1852 2128 2206 2458 2639 2845 3063 12380  7E% 15428 5%
Spending per cagiba 2] 4714 5101 S4M 5838 8167 657 . 8866 7417 84% 53%
Fadurst Spanding 157 175 152 207 221 236 254 273 15574 76% 12824 7.3%
8pending per cssita (2} 4177 4581 4836 S52B 5840 5849 6217 6603 6.3% 6.0%.
B7% - TI%  83% 5.6% 6%  63% 62% .
Saings ~1.2 -az 6.4 -124 87 -MA 208 -ar.2 -5
Proerhn Sovrgn ] 0.t -0z -8 38 58 105

o4

NoTE: llywunmﬂuhmﬂ.apmlnn et bermficdery plecss mund toha nearest $10.

(13 Mandetsgr mrending, Inchading PRO..

(2} Spending dvided by HCFA induposted benaliclury profoctons
(9 Bavings Sren SECAHBC Maforly BT, 1279585 baned on CBO seffmates.

(A HCFA satimates batod oo CBO svfim

{3} Dowe ot Inchade ha £5.20880n I e rovamss fom Hifax.

.
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MEDICARE: CHO Medicare March 1996 Basefine and Esfimatss of 1985 Proposals (Dollars in billions; fiscat years)

1897-2¢02

68 96. B AON

1595 1596 1987 1598 1899 2000 200 2002 2003 - 1996-2002
. : . Jotal Growth Tota! Growih
BASELNE (CRO FACTSHEET: 4/17%6) : R ) . ’ :
Total (Gross) Spanding (U] : 1771 186.1 216.5 2364 257.4 2795 3092 3285 : 3520 1.818.6 9.0% 1,620.5 B.8%
Spencirg per capita 2) 4,759 5228 . 5656 5,124 5,589 7.078 7.560 8,09 5% 7.4%
Part A Spending ‘ 126 126.0 1238.0 150.5 1629 1756 183.0 203.0 1,345.0 B.5%
Pan B Spending BAS 701 7.8 859 845 103.8 114.2 - 1256 6717 10.2%
Federal {Not) Spenting 156.9 7B 194.9° 2138 233.4 254.4 217.0 201.2 ‘9984 1,650.8 9.4% 1,474.7 2:1%
Spending percapita {2) - 4,252 4,696 5115 5,530 5869 8,441 6,026 1418 7.95% T.2%
.- 10.4% ‘ B.B% 8005 7.8% 7.9% 7.5% 1% :
REPUBLICANS® CONFERENCE AGREEMENT BUDGET RESOLUTION (513/56) .
Total Spending 177,14 196.4 a8.8 2237 2355 248.4 2830 2784 1.654.2 6.0% 1,457.8 59%
Spending per cepita (2) 4,79 5,237 5,480 £,795 - 8024 6,289 8,575 6,857 4.6% - A%
Part A Speading {3) 1134 126.0 193.0 1405 . 1468 1528 159.0 1609 1,021.9 4.5%
Part A Savings ) - - . 5.0 v -108 -160 -2?.0 . -20.0 -390 ~123.0
Fert B Spending (3) 63.5 704" 753 83.6 87 950 1001 1111 £26.8 7.9%
Part B Savings - 0.3 1.8 2.3 -58 8.9 -32.1 -14.5 -448
- Federal Spanding 156.9 . 1784 1889 201.5 211.6 2225 234.9 2477 2611t 14629 58% 1.308.5 £5.6%
Spending per capita (2) 4.2%2 4,704 4,242 5220 5413 $,633 54873 6,100 4.4% . 4.3%
Total Sanings 0.3 8.6 T 123 248 -81.9 ~421 B35 .- 678 “167.9 -1682 -
Peemium Savings [3) ' 1] 1 3] o4 [i R -08 -1.8 24 5.5
FRESIDENT (CEO SCORING 4/17/6) ° ' :
Total Spending 1771 . 196.6 209.2 2Zro 2414 252.9 2re.2 2977 1706.0 7.2% 1,508.4 7.3%
Spenoirg per capita (2) 4,799 5253 . 5,481, 5881 6,174 _!3.529 6,805 7,333 ' 568% 6.0%
Part A Sponding (2) 116 126.2 133.5 143.7 1£2.8 182.0 1721 1835 10739 B4%
Part ASevings - 0.2 -4.5 £.8 -10.1 -1as 169 185 i
Part B Sperding 4} B3.5 70.4 759 836 €8.7 85.0 102.1 1114 B26.8 To%
-Part B Savinge ' - 0.3 - -18 23 58 -89 121 ~14.5 -44.9 ’
Faderel Spending ' 156.9 175.6 1B8.7 2048 2175 232.0 248.1 267.0 287.3 1584.7 7,15 1,358.1 7.2%
Sperxing per capita (2} 4252 4,709 4,853 5,308 5,569 5,873 8,203 6,576 57% 5.8%
Tatal Sevings ' .05 £2 . -8 -15.9 224 ~28.9 ~34.2 -41.1 -116.1 -116.6
Pramium Savings : 0 0.1 0.4 0.1 408 -1.9 -84 5.5

NOTE: il you are using the nominal gpending per bencliciary please vound o the nearest $100.

[1) Mandafery spending, including PROs.

{2) Spending divided by CEO' March 1396 Pari A enrcliment

{3} The Part A savings ere fram fhe budget rexafution; the resalulion specifbes that tte Part B saxings are the some an the President's; assuomes Presivent's prermium savngs
{4) CBO does natincfude The Horme Health shifl frorn Part A to Part B, whith would decrease Panl A spending and increase Parl B spending by $55.8 b (97.02).

NOTE: The 2008 sayirgs were estinated assuming thal the Faderal spending in 2003 grows at the same rale sa Federal spending in 2002

11/4/96
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POSSIBLE Reduction in Medicare Spending
.{Fiscal years, dollass in billion)

1998 1997 1998 1908 2000 2001 2002 18962002 Growih 19972002 Growth

Total 96-02 - Total 97:02
CBO MARCH 1996 BASELINE : : | | ,
-Total (Gross) Spending (1) 186.1 2155 2364 2574 2795 3oaz2 3285 11,8166 90% 11,8205 88%
Spending per capita {2) , 5,229 5,656 6124 6583 7,076 7,580 8,091 7.5% . T4%
Federal (Net) Spending 1761 1949 2188 2334 2544 2770 3012  1,6508 9.4% 14747 91%
Spending per capita (2) 46896 5115 5,538 5,969 6441 - 6,925 7419 7.9% : 7%
1986 Redisction, Same Growth [3) ‘ ' : o , o : ‘ o
Totat (Grass) Spending (1) 1951 2144 235.2 256.1 2/81 - 301.7 326.8 11,8073 9.0% 1,612.2 8.8%
Spending per capita (2) 5203 | 5627 6,003 6,550 7,040 7,541 8,050 7.5% TA%
* Federal (Net) Spending 1751 1938 2126 2321 2530 2754 2995 1,641.4 9.4% 1466.3 9.1%
Spending per capita (2) ‘ 4,669 5,086 5,507 5,835 6,404 6,886 7,377 ' ) 7.9% .7.7%
Federal Spending Difference: . -84 -8.4
18496 Reduction, Lower Grawth (4) - . ,
Total (Gross) Spending (1) 1951 2134 2330 2525 2730 2047 3178 1,7796 85% 15845 8.3%
Spending per capita {2) - 5,203 5,601 8,037 6,459 6,910 7,368 7,628 7.00% 6.9%
Federal (et} Spending 175 1828 2104 2285 2479 2685 2805 16138 88% 14387  B85%
Spending per capita {2} ‘ 4,669 5,061 5,451 5,845 6 275 6,713 7,155 74% 7.2%
Federal Spendlng Difference: -36.0

MNOTE: Hyou are using the nominal spending per beneﬁcnaw please round o the nearest $1 00.
{1) Mandatory spending, including PROs.
{2) Spending divided by CBO's March 1986 Part A enrcliment

-37.0

{3) CBO's August 1996 update says that its April 1886 estimates are $1 billion too high; this assumes lower 1886 but April 1996 gross and federal spendmg grmmh

{4) Assumes (a) 1996 spending is $1 billion less; {b} revenues are the same as April; and

(€ gmss apendlng per beneficiary is 0.5 pementago points lower than April 1996 baseline, Assumes Part A anm! ment is unchangad.

11/3/96
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MEDICARE: l[!ustmtlon of Savings Relative to CBO Baseline (Dotlars in billions; fiscal years)
MOTE: These extimates are based pumly on savings targets; not scored pullches. savings from policies change with differend eﬁecﬂvc dates and baseline assumplions,

RIOHI WHES:68 96, b@ AON

1936 1897 - 1988 795 2000 2000 . 2002 2003 2004 1995-2102 19972002
-  Tatal Growth  Totsl Growih
1. MARCH 1996 BASELINE | | | .

. Yofal {Gross) Spending {t ~ 1961 2155 2364 2574 2785 3032 3285 3570 . 3889 18166 9.0% 1.6205 8.8%
Spending per capita (2) 5229 565 6124 8588 V076 7580 3091 ' 7.5% 7.4%
Federal {Net) Spending 1761 1949 2138 2334 2544 2770 3012 3284 359.0 11,6508 94% 14747 9.1%
Spending per canita {2 4696 5115 5,539 5963 6441 63825 7419 ; 7.9% 77%

88% 823% 7B% - 78% 75%  7.1%

2. PRESIDENT'S CURRENT POLICY (3) ‘ : : :
Total Spending 196.6 2092 2270 2414 2579 2762 2977 17060  F2% 15004 73%
Spending per capita (&) 5243 5,491 5,881 6,174 6,529 6,905 1,333 . 58% 6.0%
Federal Spending 1766 1887 2048 2175 2320 2481 2670 26873 3092 15M7 7.1% 1,358.1 7.2%
Spending per capiia. (2) 4709 4953 5306 5563 5873 6208 6576 : : 57% 5.8%
Total Savings as £2 8 158 224 289 342 -41.1 -40.8 -116.1 -116.8
Prernium Savings - 01 0.4 0.1 0.8 -1.9 -3.4 6.5

3. SAME YEARLY TARGET BUT 1998 IMPLEMENTATION (4) *
Total Spending 195.1 2155 2301 2480 2635 2816 3015 1,736.3 74% 1,5402 6.9%
Spending per capita (2) 5229 56586 5961 6343 6671 7040 7426 6.0% 5.6% .
Federal Spending 1761 1949 2076 2244 2385 2546 2723 2912 3145 15684 7.5% 1,3923 6.9%
Spending per capita (2) 4696 5115 5378 5739 6038 6365 6707 6.1% 5.6%
Total Savings - - 62 9 458 24 289 372 475 -62.4 824
Prerajum Savings - - 0.1 0.4 0.1 08 -1.9 2.1

4. SAME TARGET {ABOUT $124 B} BUT 1983 IMPLEMENTATION {5} . . : ,
Total Spending 1981 2155 2299 2432 2568 2626 2886 1,6099.7 6.7% 15038 6.0%
Spending per capita (2} 52289 5656 595 6220 6496 6745 | 7,108 52% AT%
Federal Spending 176.1 1945 2074 2196 2316 2428 - 2694 2779 2961 15318 "6.7% 1,355.7 59%
Spending per cepita {2) 4696 515 5373 5616 5863 6070 6,389 o 53% 4.5%
Total Savings . - 64 - -138 -228 342 418 503  -629 4190 -419.0
Premium Savings - - G.1 Q.4 0.1 -0.8 -1.9 ‘ - -2.1
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MEDICARE: lllustration of Savings Relative to CBO Baselme (Dollars in billions; fiscal years}
MOTE: These estimates are hased purely on savings targety, not scored puﬂcces. savings from policles change with differant effective dates and baselins assumpthons.

JHOHI WUES:EB 96,

1986 18997 1993 1899 2000 0 2002 2003 2004 1996—2002 1997-2002
: ) Total Growth Total Growth

5. POSSIBLE 1987 BASELINE (6) , :

Total {Gross)} Spending {1 185.1 2134 2330 2525 2730 2847 3178 3438 arzs 1,7796 - - 85% 15845 B8.3%

Spending per capila (2) 5.203 5,601 8,037 6,459 6,910 7,368 7828 7.0% 6.9%

Federal (Net) Spanqing 1750 19327 212.5 §31 .9 2528 2153 299.3 3263 3568 16405 94% 14655 ' 2.1%

Spending per capita (2) 4,667 5,084 5,504 5932 6400 .65882 7,372 79% T.7%
8.9% B8.3% 7.8% 7.9% 1.5% 71%

‘6. SAME YEARLY TARGET BUT 1998 IMPLEMENTATION {4} * ) : :
Total Spending 185.1 2134 2267 243t 2510 2731 2808 1,698.3 5.9% 1,504.2 8.4%
Spending per capila (2) 5203 55601 55874 5,219 6,505 6,828 7463 55% 5.3%
Federal Spending 1750 1937 206.3 222% 2389 252.9 2704 286.2 308.2 1.568.1. 7.5% 8.9%
‘Spending per capita {2) 4667 5084 5344 5702 5898 6322 6,661 6.1% 56%
Total Savings S - 6.2 9 159 224 289 372 475 -824 -324
Premium Savings - - 01 04 0.1 -0.8 -1.8 ) A

7. POSSIBLE 1997 BASELINE & SAME TARGET (ABOUT $124 B) BUT 1998 IMPLERENTATION (S)" ) :

Yotal Spending 1851 2134 2265 2383 250.1 261.3 2778 16627  61% 14676 54%

Spending percapita () 5203 5601 5869 6096 6330 6533 6,845 4.7% 41%
. Federal Spending 175.0 . 1927 206.1 : 218.1 2200 241.1 2575 275.1 2939 1,521.5 T6.7% 13465 59%

Spending per capita (2) 4867 5084 5338 5579 5823 6027 6343 5.2% 45%

Total Savings - - 64 138 228 362 M8 513 629 190 -119.0

Premium Savings ~ - 01 0.4 0.1 0.8 1.9

NOTE: H you are using the nominal spending per beneficiary pteakg round to the nearast $100.

(1) Mandatory spending, including PROs.
{2) Spending divided by CBO's March 1996 Part A enroliment
(3) As scored by CBO on 417196

(4) Assumes the same program savings and premium revenue as 4/96 score; just begins this in 1998.

(5) Assumes Federal savings targets equal to the first five years of BBA as scered on the Dec 85 baseline ($226 b); assumes same premium changes as cunrent paficy.

(8) Assumes that 1996 is lowered by $1 billion (per CBO August 1986 report) and no changa in growdh rates. Note: it is likely that Ihe basefine will go down by more than $10 bil

*NOTE: THIS IS ILLUSTRATIVE; CBO WOULD NOT SCORE THESE SAVINGS.
NOTE: The 2003 savings were estimated assuming that the Federal spending in 2003 grours at the same rate as Federal spending in 2002
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HEIJlCAlD CBO March 1985 Bagzellne: Medicald Federal Expend’ilures {Dollam in blilions, fiscal mrs)

T T

1996-2002

97  1%88 1989 2000 2001 19072002
v . Total Growth Total Growth
BASELINE (CBO FACTSHEET: 4/35) . ,
Totel Spending . 80.2 991 1099 1220 1347 1484 1629 1776 6543  10.2% 8552  104%
Spenciug per capita 5423 2581 2750 2962 3476 3391 3631 3868 7.0% 7.1%
: 65% 66%  77% . 72% 68% 7.1%  65%
REPUBLICANS' CONFERENCE AGREEMENT {CBO SCORING 11/95)
Tofal Sgarding 89.2 965 1042 - 1086 1132 181 1225 1272 7908  46% 6340  41%
Spending per capita 2423 2524 2608 2638 2610 2704 2732 27N 1.6% 1.2%
42%  33% 1% 12%  13%  1.0% 14%
Savings ‘ . 22 57 - 134 215 300 -403 -S04 1634 161.2
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MEDICAID; {:BO De:amlur 1865 Basnllmr 2edicald Federal Expendiiures {Dollats In bllﬂons. llseal mrs)

19972002

1.8%

“fess 1998 1887 1998 1998 - 2000 2001 2002 . 1906-2002
: : . Total Growth Total . Growth
BASELINE (CBO FACTSHEET: 12/14/05) : ' ) T ; S
" Tetel Spending : a9t - 972 7.2 118.1 1287 142.5 1568 . 17286 9241 10.0% 8269 10.0%
Spending pes capita 2.519 . 2855 2815 3,019 . 3,223 3,439 3,697 3.866 o B8.9% - 7.1%
’ 54% - 68.0% 7.3% 6.8% 6.7% 7.5% 7.3% -

REPUBLICANS' CONFERENCE AGREEMENT {CBO SCORING 12/13/85) N . ' : )
Total Spending - . 89,1 a7 1043 1087 1134 1181 1223 127.4 7913 4.6% €04.2 4.1%
Spanding per capita 2519 2,653 2,739 2,779 2818 . 2850 2,884 2,927 : 1.7%

. 3% 32% 1.5% 1.4% 1 1% 1.2% 1.5%
Sauings : : o 29 94 -183 244 345 452  -1328 1327

REPUBLICANS' OFFER 1215 (1) . . : ,

Tots! Spending 89.% a7.1 $06.3 137 1174 122.1 1233 1274 807.3 4.6% 7102 8.7%
Sporxing per capita - 2519 2,653 2,791 2,807 2,918 2,947 29807 2927 ) 1.7% 1.0%

6.3% 5.2% 4.2% - 0A4% 1.0% -1.3% 0.7%. '
Savings ) 00 0.1 0.9 —4.4 _ -12.3 204 -33.5 -452 -116.8 -118.7

PRESIDENT'S {CBO SCORING 1/6/95) : .

Yotal Spending . 831 97.2 107.2 116.1 1227 132.5 ' 1438 15838 ar3 7.9% 788 7.5%

Spending per cepifa | - 2519 2,655 2,614 2.068 3,040 3198 33 3,529 : 4.9% 4.8%

5.4% 60% 5.5% 27% 4.9% 6.0% - 4.1%
Savings e o -2 -7 -10 -13 19, 510 510
COALITION (Preliminary ecare froam CBO){2) . : . , . :

Total Spending . 89.1 a7.1 1013 1103 - 1180 1274 1374 148.6 8401 7.3% 743.0 B.0%

Spsreding per capita 2,519 2,653 2,660 2,820 2,933 3,075 3,240 3414 4.3% 5.1% .
’ 5.3% "08% - B0% 4.0% 48% - 64% 5.4%

Savings , - -0.1 598 78 17 51 194 .24 .84.0

NOTE: ifyou are using the nominal spending per benallicary pleass smund t the mmtsiw Assumes ewment CEO enrolinen nends {no coverage tosa}
{13 Savings from SBLHEC Majority Staff, 1:¥15/85 based en CBO sstivtates. ;
{£}Pealiminary CBO estimatos, 10228035 -

REVISED: tm/B5 ’ ‘ -

-63.9
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MERICAID: CBO Aprll 1996 Basellne: Medicald Federal Expenditures (Dollars In hllll&w, fiscal years]

1895 1846 1997 1888 1909 2000 200% 2002 2003 1986-2002 1887-2002
' ) Totzl Growlh  Total  Growth

BASELINE (CBO FACTSHEET: 5/08/96) . , S
Totet Spending 801 857 1048 1154 ~ 1264 1382 1515 1664 1830 8OB4  O7%  BHO27  9.7%
Spending per capita{1) . 2603 2,751 2,855 3,157 3,385 3,600 3,862 : 68% 7.05%

HOUSE COMMERCE COMMITTEE MEDICAID (€80, 61176} ’ .
Total Spending 89.1 95.7 1058 1139 1190 1247 130.9 1373 1420 8210 8.2% ™a 54%

Spending per cepita (1) 2603 . 2772 2916 2971 3087 3110 3,166 " 3.4% . 28%
Federal Savings o o8 15 74 135  .208  -281 -39 74 na
PRESIDENT'S (CBO SCORING 4/1646) (2) - S )
Tota) Spending 8o 95.7 1065 1135 1206 1284 1353 1447 1548 8847 71% 7490 £.3%
Spending per capita {1) 2603 2,796 2907 3,012 3,127 3,215 3358 4.3% 3.7%

Fedaral Sevings 0 0o 17 -19 53 a8 -16.2 217 282 537 537

BREAUX-CHAFEE FLAN (CBO Prelhﬁlnary Score, 5/10/96)

Total Spenxing 89.1 857 1046 1122 1204 . 1300 1406 1515 1643 8550 8.0% 7503 7%
Spending par capita {1} 2,603 2,748 2873 3,007 3,166 3,341 3,516 ‘ 5.1% 51%

FederalSavings 0 0.0 0.2 a2 60 82 108 149  -187  -234 -43.4

{1} Spanding elvided by CBO/s April 199€ total enrcliment.
(2] Excludes Medicare, Weltars and Velarans' offsete.
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" Minimum Federal Medicald Baseline Change: Lower 1986 base, assume postmlfare reform growth

{Fiscal year, dollars in millions)

160602 Growth

1995 1996 1897 1998 1969 2000 2001 2002 188702 Growth
REVISED: May96 89,070 a5, 786 1 05081 115438 126,366 138,154 151 b12 166,444 899,781 9.6% 802,885 B6%

- Welfare reform ‘ _ -38 514 -567 -581 ;T -1433 -4.081 -4.081 ;
Post-Welfare Aeform 85,786 105043 114,824 - 125,799 137,573 150564 165,011 894,700 9.5% 798914 8.5%
August 1996 Change -4,000 ' ' :

Baseline assuming same g'ruwth* 91,788 100,656 110,125 120,546 131,828 144,276 158,120 857,338 95% 765,552 9.5% |
Diﬁamnce from npril bageline -41,443 3T A43

Snurces CBO's Apnl baseline and "CBO Medicaid Baseline:. lmorporames Weftare Refarm and August Updata

. * Estimated by multiplying total expenditure growth rates frorn “Post-Welfase Refornt” line by the August 1996 estimate.

Note: The total expendiiure growih rates include DSH, whose average growth is almost half of the banefits average growth.

If the August 1996 change were only in benefils and not in DSH, then the use of the total expenditure growth wouid understate the basefine reduction.

11/3/96
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- POSSIBLE Medicaid Baseline . - .
{Doflars In milfons; fiscat yoars) , , - o -

1995 1956 1997 1888 1898 2060 - 2001 2002 2003 2004 2005 9802 Growth €702 Growth

Bensfitspayments 74457 < 75785 62805 90751 8479 106578 115842 126208 137,671 150318 164243 697567 BEK 620783 as%

DSH 10,700 10,700 11,236 11,797 12,387 13,006 13,656 14,339 15,056 15,809 16,599 87,119 7419
Admin 3911 4,251 4674 - 5148 5698 6,258 6.886 7588 8378 9,235 10,170 40,511 36259
© Tolal 89,068 91,736 92634 197,696 116,561 125842 136384 148,144 161,105 175362 191012 835,198 83% 733462 8A%

Federal Shate of Benalit Payments - In billlons :

Totzl Benefits 74457 76,785 62,925 90,751 98478 106578 115842 126,208 137671 150318 1654243

Aped - 23859 24,605 26,260 28,611 31,004 33473 35376 39454 42853 46,588 50,704

Disablod - 26448 27,275 29,800 2a7 36,205 394056 42900 47,084 - 51,638 56,749 62405

Chilren 14242 14 687 15,898 17474 18,790 20328 22,137 24135 28338 28763 31414

Adults 9,808 10,218 10,857 11,750 12,480 13372 14,429 15,584 16,8543 18,218 19,721
Reduces bensfifs spending by $4 billfion in 1998; sllocates the reduction scress groups ip proportion o their 1585 spending. .

Heneficiaries - in milifons ; : ) :
Total ' 363 37c8 3788 - 3867 3348 4027 41.08 4191 4278 4363 4452 2% . 2%

Aged 4.1 420 431 442 - 453 484 475 487 500 - 512 525
Disabtad 59 6.14 €38 6.60 6.64 7084 725 747 768 792 8.16
Children 1795 - 183 18.68 19.05 19.43 1282 - 2021 2062 21.08 2145 21.68
Adulls 835 843 a.52 8.60 862 878 6.86 8,85 904 913 ° 9

1835 recipiants from CBO table of acltsal racipients; 503 of 'ofthers” In aduits, 50% In kids, Growlh: Aged: 2.5%, Kics: 2.0%, Adulls: 1.0%; Disabied. % phasing down to 3%

Spending per bonelickary

Total 2,081 2,071 :
Aged , 5818 5855 6086 6480 6,851 7216 7.650 8,095 8578 9099 9661
Disabled 4483 4445 4,670 4,984 5206 5,597 5915 6,207 8711 7,161 7,645
Chikkon 793 ‘enz 857 @7 067 1,026 1,095 117 1,252 1,341 1,436
Adulls 1,187 1212 1,276 1,366 1426 1524 1628, 1,741 1,863 1,905 2,138

For all graups: Assumes 1 percertage pointlower than Aprll 1996 per-benefictary growth

NOTES: Adwmin. 2nd DSH are assumed to be the same as the Aprll 1986 bassline; Federal banefits = avised bensficiarlos muttipiied by revised spanding per beneficery

13796
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MEDICAID: lltustration of Savings Retative to CBO Baseline {Dolfars in billions; fiscal years)

NOTE: These eslimates are basad purely on sasings largets, mot d poiicles; savings fram polities charge with diiferent effective dates and baseline assumptions.

1996 1997 4988 15;09 2090 2001 2002 . 2003 2004 19962002 19972002
) - TodA Growth Tatal Growth

1. MANX 1996 BASELINE ) ] . ]
Total Faderal Spending - 958 105.1 - 1154 1264 1382 151.5 166.4 183.0 2012 298.8 96% B03.0 2.68%

Benefts & Admin 50 . 935 103.8 1140 1251 137.8 1524 167.9 1854 8113 - 10.2% 726.3 10.2%

osSH 107 112 1.8 124 130 1.7 143 15.1 158 art 5.0% 76.4 50% -
Tobel Spencing per capita {1} 2604 2.758 2856 - 3156 3,364 3601 34853 ; . 8.8% 7.0%
Beneis Spending pes capita (1) 2312 2,456 2654 2,947 e 3,276 3,530 } T3% ) 7.8%

2. PRESIDENT'S CURRENT POLICY (2)

Yot Faderal Spanding _ 958 1068 1135 1206 1284 - 1363 W4T 1548 656 8451  7A% 7483 63%
FodorniSavings . - a7 4e &8 98 462 217 281 355 517 57
Benefs & Admin Savings . 27 23 35 55 82 119 21 324
DSHSmings _ . 24 0.4 23 43 80 9.8 : 216 215
Tota) Spending ger coptia {1} 2604 2403 2908 3011 3,126 3216 2,359 43% 37%

Bensfis Epending per capha {1) R312 2438 2,565 2,750 2,914 3.080 3,255 5.9% 5.9%

3. SAME YEARLY TARGET BUT 1993 IMPLEMENTATIOR (3} . ) i
Tota) Fecderal Spending 5.8 105.1 1174 1245 1324 1.7 802 | 1592 166.9 4668 7a8% o . 74%

Fodoral Savinga - - 1.7 18 58 98 182 227 923 . 320 320
Heefis & Adnin Saings , . . 27 23 35 55  -82 . 202 202
BSH Suings - - 24 04 23  -43 .80 1.8 15.8
Total Spending per cagita {1} 2604 2759 3000 3108 3223 3368 3487 o 5.0% . aE%

Benefits Spending per capia (1) 2312 2455 . 2637 2788 2862 3M5 3339 6.3% 6.3%

4. SAME TARGET {ABQUT $54 B} BUT 1983 IMPLENENTATION (4) *

Totat Fadsrel Sponding g58 1051 1163 1235 1288 1362 1420 1462 1568 8457 68% 7439 6.2%
Fedsral Suulngs . - 1 23 84 163 244 337 448 531 534
Benefity 8. Admin Savings : - - 2.5 -3.3 A -120 - -164 -4%.3 ~41.3
DSH Sauirgs - - - 22 04 23 43 80 41.8 11.8
Total Spending per caplta (1) 2604 2759 2854 3084 3138 3213 3297 _ : 4.0% 3.6%

Penefits Sperxiing per capita (T 2312 2458 2,591 2,764 2,874 2,891 3,149 5.3% 5.1%

1174096
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MEDICAID: [llustration of Savings Relative to CBO Baseline (Doilars in biliions; ﬂscal years}

MOTE: These eatimates are based purly an sovings traygets, aot scored peliches; samimgs Trom polkln change with differsed effective dules and Raastine msurEptiony,

1396 1997 1988 1999 2000 2001 2002 2000 2004 1s98-2002 19972002
- Total Growth Total Growth
s. POSSIBLE 1597 BASELINE (5) )
Total Fedeeal Spensing 91.7 11 1070 116.0 1255 1365 1484 161.1 1754 824.2 8.3% 7325 8.4%
. Banefits & Adn 81.0 87.9 95.2 1036 1125 1228 1340 - 1480 1598 7371 8.7% 6561 8.8%
oSH , 10.7 1.2 11.8 124 130 13.7 14.3 151 158 874 5.0% %4 50%
Total Bperding per copta (1) - 2474 2817 2,767 2938 317 3,321 3,538 6.2% $34%
Berefiis Spending per capha (1) 2185 2220 2452 2,624 2794 2909 3,197 6.5% 66%
6. SAME YEARLY TARGET BUT 1598 IMPLEMENTATION {3) . _
Totat Federal Spending 91.7 81 1087 1144 1197 1287 1322 137.9 1439 792.2 83% 7008 5.9%
Federal Savinga - - 17 19 58 48 162 232 1S 2.0 320
Benefits & Anmin Sawings . - - 07 -23 25 5.5 -a2 : -20.2 202
05H Smings i - - 24 04 -2.3 -4.3 -84 -11.8 -11.8
“Fotal Spending par copite 1) 2474 2617 2811 2880 2913 3083 Lim 4.1% 3.8%
_ Benefts Spending per copita {) 2185 2320 2445 2566 2707 2855 3001 5.4% . 53%
7. SAME TARGET (ABOUT $54 B) BUT 1998 iMPLEMERTATION (4} * » . '
Total Federsl Spending 91.7 09,1 106.8 1131 161 - 1202 1240 1279 1319 711 5.1% 673.4 48%
Feeeal Banings » . . Y 29 84 163 244 12 434 631 531
flenefils 8 Admin Savings - - 25 33 7.1 -12.0 -15.4 -41.3 ~41.3
DEH Ssvings - - 24 04 23 43 -80 -f1L8 1.8
Spending per cagita (1) . 2474 2817 2784 2885 2884 2925 2,957 3.0% 2.6%
Benitiis Sponding pee capita (1) 2185 2320 2398 2,547 2618 2887  Z.805 4.2% 3.9%

* NOTE: THIS IS ALL ILUSTRATIVE; CBO WOULD NOT SCORE THESE SAVNGS.

NOTE: Hyou are using e raminal sperding per beneficiary pnease reund o the nearest 3100

. (1) Federal spending divided by ensoliment

(2) As scored by CBO on 4/17/96. Counts tha poof payments agafnst 1h.e DSH savings.

(3) Assumes the savings as 4/96 scare; Just begins this in 1D38.

{4) Assumes Federal savings targets equal to fhe first five years of BBA as scored on (he Dec 85 baseline (3133 b).

{5} Assumes that 1896 is lowered by $4 billlan {per CBO August 1996 report} and bath reclptent growth and spending per beneficiary is lower each year than May baseline
NOTE: The 2003 savings were estimated assuming that the Federal spending in 2003 grows at the same sate as Federal spending in 2002

NOTE, THIS IS PURELY lLLUBTRATNE THIS MAY CVERSTATE WHAT THE REAL BASELINE REDUCTION
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Medicaid Savlngs Eslimates using CBO may 1996 Baseiine
{Fiscal years, doflars in bilions)

POLICY: President's FY 1897 Budget

Benslits per-beneficiary spending growth 6.1%

11/4/88

1997
1985 1296 1997 1998 1589 2000 2001 2002 2002
Benefits Savings ' , - ) _
Cunrent Law Spending Sub;ect to Cap (FadShr) 724 784 £6.1 954 1050 1154 1273 1406 748.2
Nominal GDP (CBO} - 370% 390% 380% 390%  3.80%  380%  380%
Adgditiorial Growlh Allowasice ' 271%  250% 1.00% 1.00% 050% 050% 0.00%. 198602
Tofal Index Value 7 641% 6A0%  490%  490%  430%  430%  3.90% 48%
Benefits Savings (net of offset) 06 23 38 60 48 126 -34.1
. DSH Savings - . - L .
Current Law DSH Spending (FedShr) 10.7 107 1.2 18 124 130 137 14.3 87.1
New DSH Limit : : 9.30 790 640 5.00 450 4.00
DSH Savings 19 39 60 80 8.2 -103 -3%3
Pool Payments : - _
Undocumented nnmugrams 0.7 0.7 0.7 0.7 0.7 néa a5
FQHC 0.5 05 05 05 05 05 30
Transifion Pool 3.1 - 3.1 25 2.5 na nia 1.2
Total Pooi Payments 43 43 37 a7 12 05 17.7
TOTAL FEDERAL SAVINGS 17 1.9 -6.1 103 A67 . 224 55.7
Federal Spending ' 957 1066 1138 1203 1280 1349 1442 7478
Agaregate spending growth , 75%  11.3% 6.6% - 59% 6.4% 5.4% 6.9% 71%
' Perbeneficiaty spending growth (includes DSH) . 52%  7.4% 3.9% as%  37% 2.8% 4.3% 4.2%
5.4% 6.2% 59%  54% 5.5% 5.4% 56%
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- Medicaid Savings: Estimates using POSSIBLE NEW Baseline
{Fiscal years, dollars in billlns)

POLICY: Presidents Policy Implementedin 1698

, v . 1998
1985 1886 1987 1988 1599 200 . 2004 2002 2003 -a0n2
Benefits Savings ' . : . ‘
Current Law Spending Subject o Cap {FedShn) ) 724 - 744 801 87.8 95.1 1038 1120 122.2 1335
Noniinal GDP (CBO) ' A | B90%  380%  390%  380% 380%  380% - 380%
Additional Growth Allowance 271%  250%  1.00%. 1.00% 050% 050%  0.00% 1897-2000
Total Index Vadue 661% 64D%  460% 480%  430%  440% 3.90% 4.8%
Benefits Savings (net of offset) ‘ A 0.0 -0.3 -1.2 30 0 54 -98 -19.4
DSH Savings
Current Law DSH Spending (FedShr) 10.7 10.7 1.2 118 124 13.0 13.7 143 15.1
_ New DSH Limit (1) o , ' 93 79 64 5.0 - 45 40
DSH Savings o B © 25 45 6.6 87 88 A1 2.1
Pool Payments ‘ 7
Undocumented immigrants , : ; ‘ - 0.7 0.7 0.7 4.7 0.7 as
FOHC / AHC Posl (2) . : . 05 ‘0.5 05 05 a5 05 - 25
Transiton Pool ‘ 3.1 31 25 25 1.2
Total Paol Payments - - ' 43 43 a7 37 12 172
TOTAL FEDERAL SAVINGS v ‘ e o0 18 05 -4f 79 438 204 245
Federn] Spending ' : 91.7 98.8 109.5 1181 1217 128.5 1344 140.7 708.0
Growth Rates | _ ' : 18972002
Aggragate spending growth 30% 7.7% 10.8% 6.0% 48% 5.5% 4.68% £8.3%
Per-beneficiary spending growth {includea DSH) . 1.0% 57% 8.7% 4.0% 3.0% 3.8% 2.7% A4.4%
Benelils per—benaﬁciary spending growth 1.1% 5.9% 74% = 6.2% 5 4% 5.2% 5.3% 53% 5.9%

POSSIBLE NEW BASELINE is the April CBO Madicaid baseline, adjusted for the August update and welfare reform, with fa) feclplent gmwlh lowered; and

_ (b) per capita gruwth rates lowered by 1 percentage point. THIS IS ILLUSTRATIVE ONLY
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Medicaid Savings: Estimaies usmg POSSIBLE NEW Baseline

(Fiscal years, dollars in billions)

POLICY: $54 billion from 1998 - 2002, Equal PCC / DSH Spiit

1985 1656 1997 1998 19498 2060 2001 2002 =202
Benetits Savings ,
Current Law Spending Subject to Cap (FedShr) . 724 744 80.1 B76 95.1 103.0 1120 1222
Neminal GOP {CBO) 3.90% 3.90% 3.80% 3.80% 3.80% 380%
Additfonal Growih Allowance 1.00% Do0% -1.00%  -1.50% 2.00% 2.50% 1997-2002
Total Idex Value 4.80% 3.90% 290% 2.30% 1.80% 1.40% 25%
- Benetits Savings {net of ofiset) -1.5 35 6.0 94 -138 -34.1
‘DSH Savings ‘ , .
Cument Law DSH Spending (FedShr) : 10.7 10.7 1.2 118 124 130 $13.7 143
Mew DSH Limit (1) 99 7.5 6.5 45 40
DSH Savings -1.9 49 65 82 -10.3 -32.8
Pool Payments ; o ’
Undocumented Immigrants 0.7 0.7 0.7 0.7 0.7 a5
. FQHC f RHC Pedl (2) 0.5 0.5 05 0.5 05 25
Transiion Pool 20 20 10 10 6.0
Total Pool Paymenis 3.2 3.2 22 22 1.2 120
TOTAL FEDERAL SAVINGS 00 00 0.2 51 103 = -164 229 5498
Federal Spending 917 588 1075 1114 11586 1200 . 1252 678.6
Growih Rates ~ 1997-2002
Aggregate spending growth 3.0% 1.7% 8.7% 3.7% 3.7% 3.8% 4.4% 49%
Per-beneiiciary spernding growth (includes DSH) 0.7% 5.4% 6.4% 1.5% 1.6% 1.7% 2.2% 27%
Benefiis per-beneficiary spending growth 0.9% 56% 5.3% 4.3% 3.7% 3.6% 3.5% 41%

POSSIBLE NEW BASELINE Is the April CBO Medicaid baseline, adjusted for 1hé Augrist update and weltare reform, with {a) recipient growth lowered, and
{b} per capita grovdh rates lowered by 1 percertage point. THIS IS ILLUSTRATIVE ONLY
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APPENDIX H

by Facr o Hemirn INzaTow (Incermam

CBO in 1995 (about 1.5 percentage points faster than
GDP), .and a path in which premiums grow about 0.5

percentage points more slowly than GDP throughout -

the projection period. These alternatives are not meant
to set boundaries for the likely growth in spending for
private health insurance premiums. Rather, they show
other plausible paths for that spending.

Premiums. could grow faster than CBO currently

projects for several reasons. The so-called managed
care backlash may prove stronger than CBO expects,
and states and employers may take actions that would
lead to more rapid growth in costs. Many fee-for-
service plans, facing new competition from managed
care plans, have recently kept premiums lower than the
benefits they pay would otherwise indicate. If those
plans increased their rates and their enrollees stayed
with them, growth in premiums would accelerate.

| Historically, the path of spending for private health

insurance has been volatile, and any projection of its

future course is uncertain. Given the upsurge of price
‘awareness and compefition over the past five years,
however, trends in the growth of premiums are unlikely
to return to historical rates in the foreseeable future.
" Even on this higher-growth path, the growth of premi-
ums is well below its historical average.

Alternatively, premiums, could continue to grow

more slowly than GDP throughout the projection pe-

riod. Employers now view health insurance as an im-
portant element of costs and may be unwilling to toler-
ate higher growth. If their employees remained amena-
ble to more managed care, growth in premiums would

slow. As aresult of decades of growth with little con- .

straint, considerable unused capacity remains in the
health sector. Health plans can use that excess capacity
to leverage lower costs from providers if employers
demand it. And as managed care techniques improve,

plans may find additional ways to improve quality at a -

pace that is tolerable to employers and employees with-
out additional costs.

Although premiums- for private health insurance
rose several percentage points more slowly than GDP
in 1994 and 1995, CBO's projection of strong eco-
nomic growth makes that situation unlikely to persist
over the projection period. This slower-growth path

therefore assumes that the growth of premiums is only

slightly below that of GDP.

CBO PROJECTIONS OF NATIONAL HEALTH EXPENDITURES THROUGH 2007 131

Components Of‘the Health
Insurance Projections

HCFA's national health accouﬁts are constructed from

total payments by source of funds (including private’

insurance and Medicare, for example) and by type of
service (the payments received by health providers such

as hospitals, physicians, and so on). As managed care

has come to dominate the health sector, the distinctions
between types of health services have become more
difficult to identify and probably less meaningful to

health analysts.” Therefore, CBO is not publishing pro-

jections of health expenditures by type of service this

. year,

CBOis expanding the projections of health insur-:

ance, however, to include additional details on spending
by type of insurance coverage. Table H-4, produced in
collaboration with the Joint Committee on Taxation,
shows CBO's assumptions about premiums for individ-
ual coverage (including Medigap premiums) and em-
ployer ‘and ‘employee contributions to employment-
based coverage. Table H-5 shows the assumptions

- used in.the “projections about the number of people
, whose primary insurance coverage comes from
" employment-based insurance, individually purchased

insurance,‘"Medicare, or Medicaid. It also includes
those who are uninsured. - ) ‘

CBO projects that as more Medicare beneficiaries
choose Medicare health maintenance organizations, the
number of beneficiaries remaining in fee-for-service

- Medicare will shrink during the projection period. As-
suming that the percentage of fee-for-service beneficia-'

ries choosing to purchase Medigap plans remains con-

stant over the next 10 years, the number of beneficia-
- ries with Medigap coverage will also shrink. In CBO's

projections, total payments for Medigap premiums will
increase by about 6 percent a year, however, because
the cost of Medicare coinsurance is expected to rise

- relatively quickly.

Given the assumption in CBO's current projections
that health insurance premiums will grow more slowly
in the coming years, businesses and employees would
be better able to afford coverage. Therefore, CBO has

—
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128- THE ECONOMIC AND BUDGET OUTLOOK: FISCAL YEARS 1998-2007

Janu

Figure H-1.
Components of National Health Spendmg
as a Share of GDP (By calendar year)

Percent

Actual E Projected
i

i

i

1

{

H

15 - !
. }

Private Health
Insurance

0
1965 1970 . 1975 1980 1886 1990 1995 - 20000 2005

SOURCE: Congressional Budget Office.

The Economic and Budget Outlook: An Update (Au--

gust 1995). At that time, CBO argued that managed
care plans and the competition they have spawned are
helping to offset (rather than eliminate) some of the
root problems that have historically weakened price
competition in the health sector.

2

Cha’,ng'es in CBO's Projections

In 1992, CBO introduced its projections of national

health spending using historical data published through
* 1990 by the Health Care Financing Administration
(HCFA).* In 1995, CBO undertook a major revision of
the projections of health spending and its compo-
nents—most notably, Medicare, Medicaid, and private
health insurance spending. CBO's current projections
reflect further reductions in projected Medicaid spend-

ing (discussed in Chapter 2 of this report), Medicare -

outlays (discussed in Chapter 2 and Appendix G), and

. 4. Congressional Budget Office, Projections of National Health Expen- . q

ditures {October 1992).

private health insurance spending. Table H-3
CBO's current and past projections of the grc
spending for the major components of national
expenditures and of the amount by which that gr¢ -
spending exceeded the growth of GDP. The latt,
cept controls for any changes in the outlook for «

.economic growth that may -have occurred oy
years, and is thus a more direct illustration of |
assumptions about health trends.

CBO's 1992 projection of private insurance |

ums averaged about 9 percent a year between 199
* 2000 (see Figure H-2). That rate was down con.
-ably from those seen in the late 1980s, but it was i
with historical patterns of rapid growth in spe
relative to the economy as a whole. Between 196:
1995, private health insurance premiums.grew :
4.2 percentage points a year more rapidly than «
(see Figure H-3 on page 130). Reflecting a cont;
tion of past trends, CBO's projections from 199;
sumed that premiums would grow about 3.5 percer

X) SHows VBLATI \—l'ﬁ\

Figure H-2.
Growth in Private Health Insurance Premmms
{By calendar year) ’

8 Percentage Change

16 -
14 -

12 -

. 1892 Projection

o .
o

0 A
1857 1969 1391 1993 1995 1997 1939 2001 mmm

SOURCE: . Congress;onal Budget Office.

tion, in 1994; and the current projection, in 1996.

'NOTE: The 1902 projection period begins in 1991; the 1995 Pﬂ’%
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H

able H-2.
rojections of National Health Expendltures Through 2007 by Source of Funds (By calendar year)’

Source of Funds 1996 1997 1998 1999 . 2(_300 | 200‘1,: 2002 2003 2004 ‘2005 2006 2007 -

In Biltions of Dollars

Private health S ' C - SRS , ' :
insurance 318 330 346 364 - 384 405 428 453 479 © 506 535 565 -
Out of pocket - 191 199 208 218 230 243 257 272 + 288 305 323 342 .
Other 40 42 43 45 47 49 . 52 54 . 57- 59 - 62 . 65.
_Subtotal 549 571 © 587 @ .628. 661 697 737 778 823 . 870 91!-3~ 972
Federal 7 ‘ - o L T . .
" Medicare - 203 220 240 261, 283" 305 330 357 387 - 421 459 501 .
Medicaid . . 90 87 104 112 121 131 142 - 154 166 181, 196 213"
Other 56 58 60 63 65 68 70 73 76 19 82 - 85
- Subtotal © 349 375 - 404 . 436 T469 - 504 542 584 630 681 737. 799
State and Local oo . :
Medicaid 57 61 65 70 76 . 82 . 89 86 . 104 1,13 . .123 133
Other - J7 80 .84 - 87 - 91 -85 100 104 108 M3 118 122
Subtotal., 133 141 '148‘ 157 167 177 18 200 , 21_2 C 226 240 256

4 Al National Health R \ L T ‘ | |
§ _Expenditures 1,032 1,087 1,150 1.2214 1,297 1,378 1467 1,563 1,665 1777 1897 © 2026

Annual Pe'rcen{agérChange

P
Private : ‘ . ‘ S e PR .
Private health ' : o ' e
4 - insurance 26 36 48 53 54 55 58 57 .57 ' 57 . 57 57
Out of pocket 44 46 46 49 54 55 58 - 57 59 58 . 59 59
b Other 3.1 40 45 45 . 44 . 47 Af 46 45 45 45
! _ All private 32 - 47 51- 53 55 s57. (57) 57. 57 . 57 57
: o & - ‘
Federal , o , L ) _ ‘ 4 6]/5 4 : ' '
Medicare 85 87 87. 90 82 80 81. 82 85 . .88 90 91 .
Medicad -~ - .43 71 71 80 . 81 81 83 84 83 86- 87 . 87
Other | 26 - 37 38 40 39 39 39 38 38 38 38 38
Allfederal 64 75 75 80 - 76 74 76 77 79. 81 .83 84
. State and Local - : e ' ‘ : : S
Medicaid 43 71 71" 80 81 81 83 84 - 83 86 .. 87 87 .
Other 40 43 44 . 46 46 44 45 43 42 42 41 40
All state and - : P L P S '
Tocal 41 55 56 61 " 61 61 63 62 62 63 . 64 = 64

All National Health o . S o
Expenditures 44 53 58 - 62 62 - 63 .65 65 .66 67 68 68

SOURCE: Congressional Budget Office, -




NIAJOR POLICY ISSUES TO BE RESOLVED IN RECONCILIATION CONFERENCE

S L '4 RS R Prepared by the Majonty Staﬁ's House and Senate Commxttees on the Budget o
S s 3, L s o 1Julzl997 B - | L _
S T T  HOUSE-PASSEDBILL -~ z."}} 1 j, * SENATE-PASSED BILL || PUDGET AGREEMENT/WHITE HOUSE POSITION -

MfEDICARE

- .,Payments to Medlcareplus Health Plans — Carve Carves out DSH, IMB and DME from the Medlcare
ice" |l out of- amounts attributable to dlspropomonate share : Chmce payment w S
hospltals [DSH] mdu'ect medical educatlon [IME] =

. RECONCILIATION CONFERENCE ISSUES -



SENATE-PASSEDBILL || BUDGET AGREEMENT/WHITE HOUSE POSITION.

' HOUSE-PASSED BILL

S T MEDICARE(contmued)

i '_ -Home Health Transfers oertam home health spendmg (followmg 100 Phases in transfer over7 years N Supports House Commerce Commlttee prowsnon é /- s
SpendmgTransfer. ollowing pitalization) from Part Atoll = ..o o o T Gl e e g s e I

Allowsloo,(}o nroll ees T

; .posmble The demo should be Ixmnted geograp
_for a tnal penod‘(e 2. 2 States for 3 years)

, pp . rin 0
v1snts pald from Part B; ‘capped at annual hOSplta] -l have Medtgap or Medlcand Conﬁ:rees should drop
deductlble, saves $4 7. bnlhon over S years R ﬂ’llS provnsnon : ) e

~/\RECONCILIATION CONFERENCE iSSUES~ ~~
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_ HOUSE-PASSED BILL - .

- Medical Malpractice || - COMMERCE - Limits noneconomic damagesto
o [1$250,000-and implements other-reforms. "~ . -
el T - WAYS AND MEANS - Limits noneconomlc _
damages to $250,000 and implements ¢ other reforms. -

WAYS AND MEANS $386 bllhon ('I'he | Saves $
Commerce Commlttee does not have _]unsdxctlon over:fl. * - "
thefull mnou_x_li) R . T N

No provision:’

© ~10-Year Savings

The Agreement calls for $434 0 bllllon in net .- B :
Medlcare savmgs over ten years U

" RECONCILIATION CONFléREN'éE ISSUE:)

~ e -
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- .7 HOUSE-PASSEDBILL - : SENATE-PASSEDBILL -~ || BUDGET AGREEMENT/WHITE H(

B ’

MEDICAI])

L : - 'vlfe"t‘alils"m{__it‘_lg‘s ‘Saves $l—2—9—billten _$1_L8_mj_lmn aﬁer adjustmg the Saves net of %B—S—bﬂhee—& 1 4,:2 l_z;lhog over rs years
LR T 1| CBO-reported savings for Medlcand-related changes | » R 7
because of the. chlld health msuranoe initiatives.- ' ' o

L ,’-:DSHRedﬁéti‘eﬁS' ‘Reduces dlspropomonate sha:e hOprtal [DSH] Reduces dxspropomonate share hospxtal [DSH]
04 L7 [Fpayments by. $153. blllxon ms_over Syearsby . payments by $16.0 billion gross over 5 years by
.|l establishing additlonal caps on State DSH allotments estabhshmg addltlonal caps on State DSH. allotments
for ﬁscal years 1998-2002 The State DSH allotments for fiscal years '1998-2002. Fi reezes.very low. DSH
' pa; ' 'States for5 years (below 3 percent DSH), Tow-DSH
(above 3 percent but below 12, percent) get phased-in
o lS-percent reductlon from their allotments; hlgh DSH
X ’:‘ (above 12 percent) get a phased-in 20-percent - e
reductxon'aad a phase—out of any spendmg for mental-'-’? D
: e .

:'I‘lle Agreement calls for $13 6 billi
... | five years, net. of spendmg on new i
- _»m the Agreement

As in OBRA 93 DSH pohcy shoul

' Vavoxd undue hardship on any State:

» Prefer the-President’s 1998 budg
Tl “takes an equalf,percentage reductio

Be frozen at the level of payinents for DSH..
ad_wstments in those States in 1995 For States
i »DSH State '

DSH States

N
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. HOUSE-PASSEDBILL =~ I -~ " SENATE-PASSEDBILL' | BUDGET AGREEMENT/WHITE HOUSE POSITION. )

T Ty, MEDICAID (contmued) - S

Tl e , 'l)'C;yandPuertd'Ri.c})} Noprovxsron - = S Increases FMAP for DC to 60 percent for 1998 e DC - Prefers to drop Senate sunset m2000 and :
Sl SOl s e e ke e T | through 2000; increases Paymmt for Puerto Rloo b}' , Vmcrease match rate to /0% (asmPresrdent’s 1993

e $30m11hon» FY ] her. . ) budget) e e

- :1 : ‘Puerto cho -- Prefers to mclnde ad_]ustments for PR
I and the terntorles in the Presndent s 1998 budget

r 'Creates a new Mblock grant, $1 5 billron over Prefers te ﬁnance the cost of the full Medrcare
" |5 years, to States to provxde premium assistance for - ugh '
: ~benefi01ar1es between 120 percent and 150 peroent of

Memmn

as zi _p roved for one“State

' hr’*lRECONCILIATIONCONFERENCEIS:»UES Tel e e e T s PAGES. L
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(-

No proyisibn. SRR ' _— co Allows States to allow workers wnth dlsabxhtxes to buy Prefers President’ s 1998 budget proposal, wh:ch
’ B P ~ . ||into Medlcald T ; {| would not limit eligibility to people whose eammgs

;- Retﬁ;n—to—Work;-
“"f\”l-"-t: . e B arebelow250%of overty. o SREPTRE Y

o

- - for Ass'et‘;I)iAv_wtitl}rg' only against those who help people to dlspose of assets only. agamst ‘those who' help people to d1spose of assets el R , e T
Lo {lin order to qs_lahfyforMedicand A in orderto QUalj'forMedlcald : T R A PP APRE SRCEIRE
- Medicaid _ Requlres States to show that thelr State-desagned No prov1snon : _'fl'j' - e .o . % I'Supports House provision. . . | LT
Management‘ Medicaid managemént systems meet outcome—based PP B R |
Iﬂfofmfwn,_ ‘performance standards and’ wouldpenmtth 3 collcctlon S
| and: analysns of person-based data: S

- ZCriminal Penalties n'Amend Secnon 215 of HIPAA to prov1de sanctions Amend Scctxon 215 of HIPAA to provnde sarictions - Sl(ppdrts ;epc_ail ofthls Sef;ti(jn. =

AOpposes change to smgle-State FMAP m the absence g
of efforts to ‘éxamine broader altematxves Voo ‘

Alaska:MeQicmd 5 No prowsnon

' No posmon.“ RPIE

Dual Eligiblés

{ $2.9 bilion. mMedlcare GOSts.)

" RECONCILIATION CONFERENCE ISSUES. .~ .\ '0* o0 7



* SENATE-PASSED BILL

BUDGET AGREEMENT/WHITE HOUSE POSITION

"ff, the Farr Labor Standards Act

; Specrfies miaximutit number of hours states can requrre o L

beneficiariés to work: by countmg TANF and Food '

‘ 3 ‘- » Stamp beneﬁts as wages for purpose of tbe mmrmum

. | ' "HOUSE-PASSED BILL ‘
‘ WELFARE-TO~WORK
.-~ Fair Labor Apphes language from the 1987 law creatmg AFDC No provgglon‘ B o co Supports Senaté posmon and strongly opposes
| Standards A“ JOBS to indicate that pa‘t‘c‘l’a“ts in public sector or " Jj - o e L *+)| minimum wage and welfare work requirement - - .
" o “°“‘P‘“°ﬁt orcae etivides aro ot employees under : - : PfQPOSals in House bill, wluch were not in the el
| ( - . ' ’ Agreement ,

' Supports extendmg Senate provrsrons on fon-"-'

drsplaccmcnt and grievance procedures and worker

S protectrons to all workmg welfare rccxprents under

. *0¢§m§ e

e

PAGET o




' HOUSE-PASSED BILL

nmates the mamtenance of eﬁ'orLrequlrement that No provnslon o I - Strongly opposes repeal of the MOE provxsxon, whxch )
sents States from lowering or el;mmattgg State - ;; R A A Was notmthe Agreement — B
plemental SSIpayments e _ R IR BT R
) The Agrecment dld not address makmg changesmthef . RS

'AYS AND MEANS - Lxmlts the number of TANF Contmues to penmt States to calculate up to 20% of
|l their TANF caseloads parttcapatmg in vocauonal | TANF work requlrements regardmg vocational*

leﬁctanes who can he counted toward meetmg the

tk partlcxpatton requirements t0 30% of the total . ; || education as meetmg the work requtrement, but -
nber-of people: ‘meeting the requirement rather than elunmates current requirement that teen mothers 2
Yof the total: TANF caseload “Teen parents - attendmg htgh school be counted as pan of that 20%
=nd1ng hlgh school are: not requu-ed to be counted W cap. L] Lo

thm the 30%. "
.,DUCATION AND WORKFORCE Lxmtts

|l education and educational services for teen. parents
{l and the Admmlstratxon urges the C nferees todrop

] 'these provisions.

FERENCEISSUES . -

% PAGES
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' HOUSE-PASSED BILL -
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 SENATE-PASSEDBILL .. -~ . ][ BUDGET AGREEMENT/WHITE HOUSE POSITION =

< Alien Eligibility for

: " -SSIand Medieaid

Restores chgxbxhty for SSI and Medlcald for&egal
gua‘hﬁgﬂ aliens who were in the. country and on the

# |l benefit rolls receivinig SSI as of August 22, 1996..

o Legal aliens who were in the U.S. but not recewmg | /
Er SSI benefits are; ineligible for beneﬁts if they become
o ‘dlsabled in the future » Total cost lS $9 bllhon over 5

Restores eltglblllty for SSI andMedxcaxd for{ega-l

’ ,‘ qualified ahens who were in the country and on'the -
- Il benefit rolls receiving SSI benefits as of August22, .

1996 Provndes ehgxbxhty for SSI beneﬁts to legai

Supports Senate provnsxon whlch amplements the
Agreement. . House bill fails to fully réstore SSI and -
| Medicaid benefits for all legal immigrants who are or AP

become disabled in the future who entered the U.S. -
prior to August 23, 1996, (’I11e President stated ina-

June 20 letter that he'will not sign legxslatlon that- does
not include. the policy that protects unmxgmnts who

. vare orbecome dxsabled )

: W m;blllzon over 5 years B

" " RECONCILIATION CONFERENCEISSUES @'



http:beeemedi3~b.le
http:Provideseligibilityfor-:s.sI

e o | that keep able-bodied adults subject to the work " -

. HOUSE-PASSED BILL -

l 7% - SENATE-PASSEDBILL -

.|| BUDGET AGREEMENT/WHITE HOUSE POSITION

' FoOD STAMPS
s Work S:lots' : Provndes States wnth $680 mllhon in new fundmg over’ Provndes $§_Q mllhon in fundmg to create addmonal Agreement provndes for addmonal and red:rected E&'I‘

_ || 5 years for Education and 'I‘rammg activities within -
|| Food Stamps. At least 80 percent. of the total Food -
Stamp E & T funding of $1.1 billion would be - -~
‘eannarked to able-bodied adults subject to the work
{l requirement. Job search would not be an allowable use
of the funding earmarked f able-bod:ed adults. CBO
assumes thé policy will ‘generate 205, 000 work slots

L .requlrement ehgnble for benefits over 5 years.”

,Educatlon & Trammg positions within food stamps.-
‘Requires the Secretary of Agriculture to establish two
different relmbu:sement rates for States acgessing -

|| these funds.:A hlgher rate will be paid to states.~ .
drawmg down fundmg for placmg persons’ subject to-

‘thie work réquirement in' work slots which keep those :
|1 persons eligible Tor: food stamps.-A lower . ‘

o :relmbursement rate will be paid to states that use -

|l fundifig on activities that donot keep persons subject

to the work requlrement ehglble for benéfits. CBO .

assumes thlS pohcy generates 250, 000 work slots g r

funds “to create additional work's slots for mdlvxduals

‘subject to the time limits” to maximize the number of L |

new slots.. Admlmstratlon endorses Senate
reimbursement structure aind House provisions for

I'maintenance of effort i in order to ensure. that the

maxnmum number of slots are created R

Strongly«opj)oses House growsnon and urges the _
]Confexees to follow the approach taken by the Senate :

~ 'RECONCILIATION CONFERENCE ISSUES ", "~ .
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" |, . nousE-rassEpBILL - 'SENATE-PASSEDBILL -~ | BUDGET AGREEMENT/WHITE HOUSE POSITION

CHILDREN 'S HEALTH

SRR Total Spendmg Spends $15 9 bllllon over S years for chxldren s health pends $24 billion (prehmmary sconng) for chlldren s Supports - R
A : - || insurance or serv1ces Lo AR - || health-insurance, mcludmg the $8 bllllOn added from i+ Senate deﬁmtlon of beneﬁts,lumts on cost-shanng
o A S T the tax blll (see below) v || > . State optlon in House bill to spend grant money-on
o grants Medicaid, or a combination: of the two (Senate
.- [| requires States to choose orily one): .. :.
e Strong mamtenanee of effort prov:sxon and a
cLoo -prohxbltlon on using prowder‘taxes and donatnons to S
. | fund States® share - [~ % Lo e O
|« Using same match rate for Medxoand grant programs RS

e lOpposes- RN : .
T Prowsnons that allow States to pay for famnly R -
'co erage or- pay: the employee s share of employer~ 3 S

véra 58 billios: | No pro - || Provides additional §8 biition'in the taxbill ‘Supports using all of the re revenue from the tobacco tax
|| for initiatives that focus on ‘the needs of children‘and "

: health Opposes sunset: m thls fundm‘ after 2002.%

Medicaid Benefits - Allows, but does not require, ’States fo restore Agreement call ﬁf@l’ the restoratlon of these b‘?“eft?
for Children Losing - Medicaid benefits for.children Tosing SSI benefits |l - [| The: Admmlstmtlon supports FY 1998 President’s -
SSI Beniefits || because of 1 new, t1ghter SSI standards for clnldhood - .. [ budget provision, which guaranteeﬁ Medwal

- | eligibility. = s POy : R e U T R 7’5' coverage forthese chﬂdren

No provision:

-‘Durect Provusion of Allows States to use funds for the purchase of health ‘ Does not provuie for the dlrect prowsnon of health

Opposes House dlrect servnoes optlon

- Services:. msurance for the dlrect prov:s:on of health care. - -



HOUSE-PASSEDBILL -~ ||~ SENATE-PASSEDBILL ~ - | BUDGET AGREEMENT/WHITE HOUSE POSITION |

- j{qndiﬁg Sft_ru@:tqr{: Allows States to spend grant funds on Medicaid, a - Requnres States to choose between Medlcald and a —] Supports House provision. - -

w ora combmatnon ofthetwo. .~ . || grant option. © -
w P —————————

. - Eligibility’ Dcfmes targeted low-mcome children as those whose - Includes a cellmg of 200% of poverty for ehglblhty Opposes income ceiling. - -
. = . |[[family income exceeds the Medicaid applicable levels A T
. 7.0 7 .| but'does not exceed an income level 75 percentage R
W7 | points hlgher than the Medlcand appllcable income .- - - o
|l level.: SR =

- RECONCILIATION CONFERENCEISSUES - - - = . .~ .. ... . o o T pAGER -



S—————

 HOUSE-PASSEDBILL' - |~ SENATE-PASSED BILL

BUDGET AGREEMENT/WHITE HOUSE POSITION

Extends to chlldren s health initiative fundmg the = |[Sameas House. Also mc!udes a managed care. [|Opposes limiting access to medically necessary
Medicaid prohxbltlons on Medlcald payment for - 1l sanction to excludc abortion servnces except under . b_eﬁeﬁts, including abortionse_:rvices. ‘ : :
Labortion services. . _ , ‘ certam cxrcumstances o . ] R S

—'"__

- d Hyde Amendment -

LT R HEALTHINSURANCEFORSMALLBUS]NESSES

- MEWA Includes legls!atxon allowmg small busmesses and
orgamzatlons to offer health i insurance, extendmg
_ || ERISA preemptions and State regulations; requmng '
. 'solvency standards for assoc;atlon health plans, and
other reg latmns ST s : L

Ixo provnslon

© RECONCILIATION CONFERENCETISSUES "~ .© -~ = .0 o7 _PAGE 13



"HOUSE-PASSED BILL - -

" SENATE-PASSED BILL .

|| BUDGET AGREEMENT/WHITE HOUSE POSITION -

e —

* - Analog Return

|| Imposes a time limit on the television licenses that

authorize analog- telev:snon services: Allows the FCC‘ '.A_

to extend the time limit if more than 5 percent of the
households i in a market rely excluswely on analog
: televnsnon s;gnals : S

Authorlzes the FCC to auction frequencnes thatare -
currently allocated for. analog television broadcastmg.

‘to delay the return 1t the S-peroent test is not met

extend for small and rural markets. Agreement

-[| assumed that this auction would take place in- 2001
- with a firm cut off. date for analog broadcasting in -
. '2006 ,

7 Nanity Numbers

Does not authonze the FCC to auctlon the so—called =

' Does not authonze the F CC to auctlon the so—called
: vanlty telephone numbers S e

’Agreement mcludes a proposal authonzmg FCC to .

‘ auctmn vanity telephone nun;bers ($0 ‘7B) o ;; L

- fvamty telephone numbers :

S - Bankruptcy No provnslon

:Federal No provmon. '
Rexmbursement

Spectrum Penalty Does ot mclude a penaltyfee that would be lev1ed

s _fa,led to utthze it filly.

o No provnslon

|| Seeks authonty to allow the FCC to revike and
- | reauction a llcense when a heensee declares

‘;banlﬂuptcy ST

s _Agreement mcludes a fee to be levied agamst entme :
| that received spectrum at no charge for dlgxtal
. broadcastmg, but. opted to utlhze 1t for ancnllary
serwces $2()Bi ar R L

|| against those- entltles ‘who'received “free” spectrnm for e
T advanced advertlser-based televmon serv:ces but‘-“’*»

RECONCILIATION CONFERENCE ISSUES -~ =

PAGE14 .

Agreement assumed and the Admlmstratlon supports = R
: reunbursement s ¥




I - HOUSE-PASSED BILL H_ . SENATE-PASSED BILL -~ "_BUDGET‘AGREEMENTMHITE‘HOUSE POSITION .

S STUDENTLOANS

Cost Allowance of the principal of all new loans. Capped at $170 - entitlement to guaranty agencnes.
<o mllllon for 1998 and 1999 and $150 mllhon for 2000- : : :
- - 2002 ' )
L Sﬁ:itﬁ;Hdghes"Aéf ; Ehmmates the Smnth-Hughes Act, the orlgmal o No’proﬁsi»(m. '
© . s |vocational education program. R A

-t

Prefers House provnsxon, Wthh is cons:stent thh the
|| Agreement. - C :

Opposes this pr0v1s1on whlch would prowde fundmg
to guaranty agenmes wnthout regard to expenses :
|| incurred ,Ine re d tt ]

. -Retentlon Al!oi}vancb~ Allows guaranty agencnes to retam 18. 5 percent on’ o No proirisiori, AR
oo oo | payments recewed whenadefaulted 10an s S R
AR S consohdated ~ s i

'-Admmlstratlve Reqmres payment to guaranty agenc1es of 0. 85 percent Same provlslon. V:, S o S ”O"oses this provision, wh:ch prov:des anew - L

| RECONCILIATION CONFERENCEISSUES * = -~ . = = . 0 = . PAGERS



HOUSE-PASSED BILL

: VETERANS’ BENEFITS

" . Medical Care
. Cost Recovery

Replaces the existing Medlcal Care Cost Recovery
Fund with a new fund into-which monies recovered or

'collected for medical care would be deposned and
I would be avallable, subject to appropriations, to pay

|l for the expenses. assocrated w1th veterans medlcal

' ‘Also mcludes a ‘*fallsafe” prov1smn authonzmg -
addmonal funds in‘the event there is a. shortfall i in -

=

~ Ih Replaces the ex1st1ng Medical Care Cost Recovery

Fund with a new fund into which monies recovered or
collected for medical care would be deposited and
would be avallable subject to appropriations, to pay,
for the expenses assoclated with veterans’ medlcal

[ No “failsafe” mechanism.

;o

Concurs with Senate position.

) antlclpated collectlons in excess of $25 million:

- VA and DoD
Medlcare Subventlon
: Demonstratxong

Requrres managed care and fee-for—serv1ce o

demonstratlons of Medicare relmbursement to the

o Deg artments’ of Veterans Aﬁ‘axrs and Defense

'RECONCILIATION CONFERENCE ISSUES
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HOUSE-PASSED BILL

o st
o ——

' SENATE-PASSED BILL -

. i:.:......—h

‘BUDGET AGREEMENTJWHITE HOUSE POSITION

HOUSIN G

'!I,

o -"Mark to Market ,No Prov;swn (Representatlve Lazxo has mtroduced

least one other house version introduced so far.)

|| by réquest, the administration’s bill and there is at

FHA Multlfamlly Mortgagc Restructurmg Net
savings would be $240 million between 1997 and
2002. The reform would reduce the rents on Section 8
Housing contracts and use a new capital grant program

" |l out of the FHA in order to avert large defaults on

federally insured mortgages. There are several

’dxfferent versions of this legislation. Without these

pmv:smns the Banking Committee would still exceed

|l its target reconciliation savings of $I 5 bxlhon over 5

years

“ Prefers féllcéwing changes to Sena’te bill:

. Allow for the conversion of subsidies to- portable
tenant-based assistance, allowing tenants to seek out
the best available housing and permlttmg projects to
develop a more diverse mix.of income levels. (Senate
maintains low-mcome rental assnstancc ‘as prOJect- ’
=based tied to spec1ﬁc properties.)

* Give HUD more flexibility to design the most
effective partnerships. (Senate estabhshes a- -

|l preference for deiegatmg rcstructurmg tasksto -
- | housing finance agencies.) .
. -|l.» " Amend tax code to allow for tax amomzatlon in.
‘ 4exchangc for long-term affordabxhty restrictions.

(Senate attempts to address tax issues through the use A
of "soft" second: mortgages which, as mterpreted by ./

RS, ‘may not have the des:red eﬂ'ect of defemng tax - -
- 'consequenccs) ~ '

. (CBO scores $326 million in savmgs over. 1997—2002 .

- ; from the Admmlstration s bill. )

"/ RECONCILIATION CONFERENCE ISSUES
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Current Larig;gge

“(6) for a fee knowingly and willfully counsels or assists an
individual to dispose of assets (including by any transfer in trust)
in order for the individual to become eligible for medical
assistance under a State plan under title XIX, if disposing of the
assets results in the imposition of a period of ineligibility for such
assistance under section 1917(c),”

Proposed Modifications to Current Language

“(6) for a fee knowingly and willfully counsels or assists an

- individual to dispose of assets (including by any transfer in trust) -
1n order for the individual to become eligible for medical
assistance under a State plan under title XIX and to apply for

such medical assistance_,-if disposing of the assets results in the

imposition ofa period of ineligibility for such assistance under
secnon 1917(0) 7 :

"~ Final Langgage és P:ogoscd

“(6) for a fee knowmgly and willfully counsels or assists an

~ individual to dispose of assets (including by any transfer in trust) |

in order for the individual to become eligible for medical -

assistance under a State plan under title XIX and to apply for such

medical assistance if disposing of the assets results in the
imposition-of a penod of ineligibility for such assistance under
- section 1917(c) ” ‘
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Congressional Research Sexvice » The Libra:y of Congress » Wasm DC. 20540-70&3 '

Jaly 11. 1997

10 . Honorable Jack Reed
Ageption: Bonnie Hogttc
FROM : Amencan Law Dmsmn
SUBJECT : ‘Pmposed&mmofmzwoﬂ’l.. 104-193, szmnzing

Certain Transfers of Assets to Become Bligible for Medicaid

This memorandum provides an amalysis of legal asd costitutional issues that way be
raised by the Janguage of Section S755 of 5. 947, as passed by the Senate ou Jupe 25,
1997, and Section 3423 of H.R. 2015, as passed by the House on the same day. These
wo sections cmmmnlbmagaandwoﬂdamnd&emwmwmsm‘
11288(2) of the Social Security Act, 42 U.S.C. Sec. 13201-%(;), to read, n pemwat
par, as follows:

Whoever-... ' '
°(6) fo: a fee knowingly and wﬂlﬁxny counsels or zssxsts an
individual to dispose of assets (inchuding by any transfer io orus?) in
order for the individual 0 become eligible for medical assistance
underasumphnwdtx title XIX, if disposing of the assets results
in te impasition of a period of ineligibility for such assistance under
section 191‘7(c}
shali ... () in the case of such a .. provision of counsel ar assisaoce under
section 1917(c) by any other person, de guilty of ¢ misdemeanor azd wpon
couvistion thereof fined oot more than $10,000 or imprisoned for not more thap
one yeax, or both.

Under the carrent provision 2 persva who knowingly and willfully disposes of assets, -
incinding transfers 1o cerualn trusts, in order for an individinl o obtain Medieaid eligidiliry
for musing home care may be Liable for a criinal fiwe and/or imprisonzaent, if the
disposition of assees results in a period of ineligibility for such Medicaid begefirs. This
provision, which was ¢ffective Jangary 1, 1997, marks the first time Congress has
mmdaémmmofmm&mordequm&fvrh!wcm Prior to that
tme, certain wransfers of 2s¢ets up to 36 months prior to an zpplication for Mediezid
benefits, apd certain transfers to tusts up 1o 60 months, could result w 3 peried of

T 11 197 14128 202 7E7 8555 PRGE. 82
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ineligibility for such begefits. This period of ineligibility roay still be assessed under

curgent law, but, in 2ddition, criminal penalns may also bo iroposed uader certain
circumscances. -

The m-mSm&wmwmdwsm&mtoSecﬁonzn Cthe
provision”), would impose crimizal Hability only on 3 person who “for a fee knowingly
and willfully counsels or assists® another person to dispose of assets in order to becoms
eligible fot Medicaid for aursing horae care, and then oply if the assets are disposed of
and, as a resulr, tbtpwonapplmfwb!dtcmdhuapemd of Medicaid ineligibiliy
imposed by the grare Medicaid agescy.

One question that has arisen is whether this provision infringes upoo a petson’s First
Amepdment right 1o free speech in that it effecrively probidits a legal advisor or otber
pexson from counseling a client about activities that may be legal in and of thepelves. To
the exient that the provision would prohibit counsaling sbout Jegal actvities, 3 coust would
seem likely to declare it unconstinttional. The First Amendment provides that "Congress
sball make po law . . . abridging the freedom of speech. ™ Although this freedom does not
include speechudwmngusedasanmgﬂpmofcowmmvzolazmofawhd
crimipal samte™ (Gibongy v. Empire Swrage & Ice Co., 336 U.S. 450, 498 (1549)), there
app&mtoumrmwﬁeFunwmdmmwandmﬁmypmmmhngm
fegal activities.

Emthmghﬂ:zpmvisimwndbeﬁmiwdm counseling for a fee, it would oot be
cousidered commercial speech (which receives less dan full First Amendment protection),
as copunercial speech {5 “spesch that proposes a commnercial transaction.” Board ¢f
Tyustees of the State of New York v. Fax, 492 U.S. 469, 482 (1989). A prohibitien of
counseling aboux legal activities would be a conteat-based restriction on speech, and, a8
such, would be subject to strict scrutiny undes the First Amendment, which means thae j¢
would be upteld only if it is necessary “to promote 2 compelling interest,” and is “the feast

" yestrictive means to further the ardculased intezest.” Sghle Cammisucations of Califormia,

Inc. v. Pederal Communicationy Comumission, 452 U.S. 115, 126 (1989). &t seems very

P.03/85

unlikely that the prohibition of counssling to engage in activities which are lawful could

satisfy: this stringept test, as a probubition limited to counseling abou illegal activities
would more directy sexve Congress’s mterest in preventing the illegal activity.

The question then becomes, what kind of communicarions are implicated by this
criminal provision? Some communications would aot appeas  be actionable uader this
provision. A lawyer might counsel 2 client about the law concerping Medicaid eligidility
for mursing home care, describing actions that are permissidle aand poe permissible umder
the stanzte. Presumably, since the lawyer bes got knowingly and willfully counseled a
clieot 1o dispose of assets, such a communication would aot be prohidbized by tus

~ provision. O, a lawyer might set out the law, bur then advise a clieat to dispose of assets

in order to be eligidie for Medicaid paymews for pursing bome care by actions that ace
lawfy and that would mot resolt in ay fopositiop of an ineligibility period upan
application for Medicaid begefits. For cxample, the lawyer might advise a cilent o
transfer ope balf of the client’s assets to 4 family member, enter a pursing horae, use the
other half of the assets to pay for nursing howe care, then apply for Medicaid cligibility
after the rexpaining personal firsds run out, in which case no period of ineligibility wonld

97 1a:24 o S 222 797 8595 PRGE . 83
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be assessad against the applicanr for Medicaid. While the lawyer’s advice clearly includes
disposing of assets (fn this case ope alf of the cliens's available assets) to become eligidbie
for Medicaid, the means saggested and the end result are both lawfal under curyent law,
If the cliere follows the jawyer's advice, no period of ineligibility would be muposed upon
e individual when he o:sh:apphes for Me:lwaxdandthehwye: would not be subject
wcrimalhabﬂuy '

Oﬁumwmmmmmmblmm&vmanmerpmmmoi
view. Suppose a lawyer advises 3 client to dispose of one half of his assets as described
above, or suppose 3 ¢lient comes 10 3 kwyer 20d says he wants 1o give away money m his
children rather than ose it for mursing Bome cave, and the lawyer advises the cliemt to -
transfer the assets {0 his children, bz also counsels the client that if the client gives the
money away the client must got apply for Medicaid beoefirs during Bbe insligibility period
which begins t0 run from the date of the tramsfer unti] such time as the Tamsferred woneys

- could have beep wsed for musing bome care. In both instapces the lawyer's
communications to the clien? invoive advice coscerning actions that aye lawful, and that
if followed, would not result in the imposition of any Medicaid ineligihility petiod upon
application for Medicaid benefits. However, if the client, for whatever reason, applies
for Medicaid benefits before the ineligibility period has run out (the clienz forgets,
misinterprets the legal advice, efc.), the lawyer arguably could be prosecuted under this
new provision for what was, ar the time of commumication, legal advice. In other words,
the lawyex or other adviser may be crimimally [iable for the giving of advice that is legal.
depmg@m&ammofathzxdmovammchwynwmcemd

Onem:aisedbythxssmio is the constitutional right o free speech under the
First Amesdment. If the lawyer or other advisor counsels his clieat to dispose of assezs
and alsc counsels the client to do 50 ia 2 mannex that hwfully complies with the aligibility
raquhmfuuwmammyhdpmsmonotme lawyer under this
provisica, if&:chcn!dwsnotfollwthekvyasadﬁce to be an infringement upon the
hwefsf&ammdmmmamcf&wwh. : ‘

2 nkmtedﬁntmeqtsﬁonofwhedmmﬂityundctsmzwwndmwhem

" assets have been disposed of byt where the period of ineligibility has run omt before a
person applies for Medicald has been addressed by at least one court under the current
law. The U.S. Distict Court for Oregon (Asncer L. Haggesty, U.S. District Court Judge)
dismissed Paebler & Nay v. Reno for lack of subject maney jurisdietion ou April 25, 1997,
The court foupd that sinca the individual had waited out the penalty period befare a

. Medicaid spplication was submitted, the crimina] statute was ot triggered even though a
transfer of assets bad occumed. Under this igtegpreration, one way dispose of assels, Wait
ouwt the period during which one would oerwise de insligible for Madicaid, then apply

for prospective Medicaid benefits and not be mbjeczwpme:uncnxmd«&cuon 217,

'memhmnacmmxghrmadmspmvwmmowiyw avmdﬁndmgn
ubconstingional. 1t could read the words “knowingly and willfully™ to requive the awyer -
to know that the client intends ta dispose of the assets in a mannet thar will result ig e
imposition of a period of ineligibility. This does not appear 10 be e most patural
gramupatical readitg of the proviston, but, in United States v. X-Citement Video, bic., 115 -
' §. Ct. 464, mclm),wsmmc@nmmedrbewmd lmm'!ngly. in an

T 11097 14325 e 282 7o €598 PAGE . B4
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Thssscmoalso mscszhequesuon of whnhndvfmnduaCongmssimwdsm
mﬂbymmoﬂhspmdsm Wauld Congress be seeking to prohibit lawyers and
otbier advisars who charge a fee far thelr secrvices from discussing any and alf options, ~ .
- evenif lawhul in thanselves, for transferring or giving awsy asset to qualify for Medicaid .~ -
" paymenss for oursing home care? This issue arises because the act of giving away assets
- s always lawful, but 3 pegakty, the ineligidiity period, may or may ot be imposed against .
A;anmwduldcpebdmgodymmedamofthemm“mﬂsapph:aﬁonforb{edxwd. L

: ‘nwummbwwmfahmwﬂcmacmwmferm'
for less than fair markek value and then dnmediately spply for Medicaid eligibility, thus the
- lawyes would be subject to Liability under this provision if the client does so and his
application is denied becanse of the transfer of assers. - Clearly, the lawyer bas advised the
 client to do something wnlawhil,’ agd such communication would not be constitutionally
‘protected as free speech. However, other than this very obvious example of 3 lawyer
advising a client ty do something unlawfal, it is oot clear what kinds of communicatioss,
Dot protected by the First Ameadment, would be coversd by this provision. Since this
- provision is currently in conference, Congress may wish to consider clarifying language
C m&mmnﬁmmmwstmmmmmmhmwmme
| concemisg it implementation.

© Ina related issue, mmﬁﬁ&ﬁﬂmdmx@ehwagewﬂdmﬁ
Q_emmonﬂmmsmmwmdmmadam X ) A

Whoevere... K
(6}fora&eknomglyandmﬂfuﬂymm!sorassxmmmmmmm:m
disclese the disposition of assets (including by any wansfer in trust) in ovder for
the individual to becorne eligible for medical assistance under 2 State plan undes
title XIX, fd:spvsmgcfthcmmxmsmmemposmoiapcd&of
mhgxbimy for such assistance under section 19 l?(c) :

This altersative language would satisfy ccuswunoml zequ:nmen:s. but Congras’
.'womdmdwdxadewhemﬁmumnmwhrdnwpmonmuldmctpohcy -
- goals for cnmmabz:ng advice or assktame for d:sposmg of assess. S

Kathleen $. swmdnnan
Izg;shﬁve 'Ammy ;

mhmdsm mampuabkyscmmy wczuse of Be mpecnve prcsumpuons‘

. that some form of scisuter floowledge] is to be iruplicd i a crirainal statute even if pot

- expressed, andthatamnsmhememmypossiblesoasmavom :
wmmwmmﬂomqumm o

: ’Imc:amngly,msnotadthaufcbcchmzdmuotmedmdyapplyﬁarmm
benefils as connseled by the lawyer, bur insiead waits ous the penalty period, that the
hmmmmmywmdmmmmmmemwmﬁmam‘
wou!dm:b:me: : ' ‘ .
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 THE
CATHOLIC HEALTH ,

ASSOLCIATION
0F THIE UNITED STATES

WASHINGTON OFFICE

1875 Eye Straat, NW
Suite 1000
Washingtun, DC 20006-5408

Phona 202-296-3983-
Fax 202-286-3997 .

MEMORANDUM

July 9, 1997 .

TO: Chris Jénnings
Special Assistant to the President
- For Health Pohcy '
FROM: Jack Bresch Fish Brown

SUBJECT: CHA Pomtxon on PSO Provmons n H0u§e and Scnate Bxlls

Hope the Conference is treating you well. We hope to meet or.talk with you soon.

Atfached is a summary of Cl1A positions on PSO issues in conference. Also

attached is a Watson Wyatt study releascd yesterday concluding that federal
‘Medicare consumer protections for health plans (currem and in the Ways and

Medns bill) are more stringent than state laws.

Attachment .



Snde—By-Slde Companson of House and Senate FY98 Bndget Reconclhatmn Bnl!s
~ Selected CHA Priorities — July 8, 1997, DRAFT '
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I

HHS must use negoliated rulemaking procass.

Commerce: Same Provision,

rulemalding process. PSOs must meet federal solvcncy
standards even afler PSOs become subjoct 1o state

{ licensure requirements;

PSOs
PSO Federal - Ways and Means: Back-up federal certification permitted | Permits three-year federal certification period, but by CHA suppors federal
Certification after “completed” application has been filed and pending January 1, 2001, all PSOs must bave state licenses. No - | certification immediately

at state level for 90 days. Back-up cemﬁcauon continues fedéral back-up certificazion. ) ) available as in Senate bill, and

mdeﬁmtel) ' : at minimum, a federal “back

: up” certification as in House

Commerce: Back-up federal ceruf‘ cation permitted aft::r bill. “Completed” linguage is

‘application has been filed and pending at 1he state level -| too restrictive and subjcct to

for 90 days. Deletes “completed” application state delay

. requirernent. Back-up certification continues mdeﬁnitely’. ‘ ‘ -
| 50/50 Requiremeat | Ways and Means: The 50/50 rule may be waived - The 50/50 rule is repealed as of Japuary I, 1999, but can CHA supports eliminating
| & Minimum immediately upon enactment if it is in the public interest | be waived by the Secretary prior to that time if the plan 50/50 rule at the same time
Enrollment ‘to do so. After thie interifo rulés are in place (6:1/98) meets all other beneficiary protectioos and quality ) for PSOs and other managed
' ' mcludmg federal quality standards, the S0/50 standards. However, after two years, a PSO must have | care plans. -

requirement would be eliminated. Minimum ensollment | minimum commercial enroliment of 1,500 commercial

of 1500 (500 in rural arca:,) HHS may watve for first 3 enrollees, or fio {ess than 500 commercial enrollees in

contract years. ‘ rural areas; HHS may. waive for first 2 contract years.

Commerce: Same provisions. o ;
PSO Solvency Ways and Means: HHS must establish solvency Similar provision except that NAIC risk-based capital CHA supporis federal
Standards . standards that a PSO-without a state license must meet. | standards must be considered by HHS in the negotiated | solvency standards as a “safe

harbor” when state standards
inappropriate for PSOs as
under-House bill, -

ORI ATFIALI YA W E- o -
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Slde-By-Sxde Companson of House and Senate FY98 Budget Reconcnhatnon BIHS
Selected CHA Pnortltes - J:dy 8,1 997 DRAFT :

' PSO Non-Solvency
Standards

Ways and Means: Hl-iS must establish other (oon-

solvency) standards through the normal rulemaking
process. These standards supersede state laws that are
inconsistent with them. .- :

Commerce: Similar provision, but does nat waive stae

non-solvency consumer protection laws.

HHS to establish federal nén—solvcncy fequircmems

‘bowever, PSOs also required 1o complv with state aon-

solvency laws

CHA supports federal

- protections for beneficiaries

as under Ways and Means

bill,

PSO State
Licensure

Ways and Means: May result in the PSO’s gerting a
state license eventually, but no requirement that a
pending request be filed at the stare level for licensure
as the plan operates under the federal waiver process.
State licensé opens up-the commercial market if the
PSO chooses lo participale in that market. -

Commerce: More likely to result in the PSO’s getting a

‘state license since the licensure request is required to be
_peading at the state level. Opens up the commercial

market if the PSO chooses to pdrticipate in it.

A PSO 'dcaling directly with the federal government will

‘have all state standards for HMOs apply to it, be -

subjected to state oversight, and won't have the benefits
of having a state license which opens up the commercml
market to it. . . .

| 1f state 1icer=sﬁre required,
_CHA supports a federal

waiver process with a “hard”
90-day turnaround as in
Commerce bill. CHA
supports continuation of

“federal waiver process as in

Ways and Means bill.

PSO Definition

Ways and Means: The definition permits only PSOs that

| are under common ownérship or control. Allows PSOs
organized on the basis of “subsiantially shared ﬁnancxai

risk” with “a majority financial interest.”

‘Commerce: Same prevxslon.

- financial interest.”

'Allows PSOs organized on the basis of “substantially -
| shared financial risk™ with “a majority financial

interest.” Allows PSOs organized on-the basis of
“substantially shared financial risk” with “a majority -
Requires P50s 10 be “local!y
orgamzed and operated.” :

Should clarify that
“substantial portion™ means
“significantly more than a
majority” as under Senate
bill. Support House PSO

-definition that omits unclear

“locally organized and
operated” requirement.

Non-Compete
Clauses

Ways and Means: no provision:

Comumerce, Bars enforcement of non-compete clauses
for providers forming PSQOs. :

No provision. T ,

CHA supports Commerce
provision barring use of non-
compete clauses.

"
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NEW STUDY SUPPORTING PROVIDER-SPONSORED ORGANIZATIONS WELCOMED
BY CATHOLIC HEALTH ASSOCIATION AND OTHER HEALTHCARE GROUPS

WASHINGTON (July 8) -- The Catholic Health Association of the United States (CHA) has joined with nine
other healthcare groups in promoting the value of federally: certified Provnder Spnnqored Orgamzattons {(PSOs)
and debunking claims made by insurance companles » :

At a Washington, DC, news conference CHA participated in the release of a new study countering insurance
industry claims that state standards offer better protection for seniors. The study by Watson Wyatt
Worldwide indicated that proposed federal consumer protectlon standards for PSOs surpass state health plan
'reerements In 48 of the 50 states. : : -

“¥ou can’t dispute the facts,” stated Cindy. Dullea, senior consultant of Watson Wyatt Worldwide. “The
- findings clearly indicate that federal consumer protection and quality standards for PSOs cxcoed the state
level by a significant margin." The c.tudy found that federal laws consistently exceed those of the states in
areas that matter most to consumers i.e.. marketmg restnctxons on enrollment and access, and quality
assurance and utthzatlon review. :

“The study unmasks as bogus an argumerit the insurance companies were using with members of Congress

regarding what a PSO can do in providing high quality, coordinated care to Medicare beneficiaries,” stated

william J. Cox, CHA's executive vice president. “There is no reason for Congress to enact anticompetitive

measures to keep community-based healthcare delivery systems such as PSOs out of the markptplare and
- further limit the chmces for Medscare beneﬂmanes "

Medicare PSOs will not be i in the msurancc business, and that may be the rub, added Cox “There have been
efforh on Capnrol H:II to have PSOs Iook like insurance companies- when they really aren 1" he stated

PSOs will give physicians and hospitals the ability to‘compete with managed care COmpanies 10 serve

" Medicare beneficiaries and the community at large. The primary business of PSOs is the delivery of care,

not pooling and spreading risk. As a result, PSOs.reduce administrative layers common to insurance.
companies and many managed care organizations. :

CHA and other healthcare organizations, including the American Hosmtal Assocuauon the Federdtmn of
American Health ‘Systems, InterHealth, VHA Inc.. the National Association of Public Hospitals and Health
Systems, the Association of American Medlcal Colleges, Premicr, Amarican Medical Group Assocnatmn and .
the National Association of Children’s Hospitals, will continue to urge Congress to enact PSO legislation that
estabhshes appropnate federal PSO oversight and makes PSQOs an available opnnn fm Medmare

EZii
The St Louus—based Catholic Health Assoclatxon of the United Stateb rep(esems more than 1,200 Cdthohc-sponsored

facilities and organizations. The members make up the nation's largest group of not-for-profit healthcare facilities
under 3 single form of sponsorshxp . , o , , 0797
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| EXECUTIVE SUMMARY -

Watson Wyatt Worldwide was fetaihcd‘to conduct an indepéndent' review of Medicare
Risk consumer protections and quality standards and how they compare to the consumer
protections and quality standards for HMO enrollees required by each state.

This report summarizes the findings of that evaluation.

Description of Methodology And Major Assumptions

The analysis was conducted via a line by line review of current state. HMO laws, current
Federal Medicare laws and regulations and proposed Federal Medicare legislation.

The analysis identified where there was a clear differential in the level of consumer

- protection, and where specific quality standards’ were required. In those cases where

consumer protections were required by both the state and the federal governments and the

_protection was similar and comparable in it was identified as such. If there was a similar

consumer protection at the state and federal level but the state had more specific

requirements such as a time frame for resolutlon, the state was detenmned to exceed the
federal requirements. : : :

Sources used in the evaluatzon mcfude

The sources of data for the evaluauon were currcnt state HMO Iaw ‘and current Mcdlcare
law. The source -of the proposed Federal legxslanon was from the Ways and Meansg
- Committee Draﬁ as of June 9, 1997

. State HMO legxslauon Gathered usmg LEXIS/NEXIS and LEXSEB June 1997
¢  Current Federal Law: Social Security Act, Section 1876, 104th Congress Code of
Federal Regulations (CFR), Title 42, 400.200. . ,
¢ Proposed Legislation: Medicare Amendments Act of 1997 Title X, Section 1000,
Subchapter A

'Federal Law and Regulations were mcluded in the analysxs due to their clarity in the_
description -of consumer protections and quality standards for Medicare beneficiaries.
State law was used in the ana}ysls to assure consxstency in the rewew across states

‘Dtscusston of Deﬂnlflons and Mefhodalogy

Watson Wyatt Worldwide associates compared and contrasted the HMO laws in each of
the fifty states to the current and proposed Medicare laws The review concentrated on
consumer protections and quahty standards in the followmg areas:
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{ . Consumer Protécnons‘ The analysxs rewewed whether the current state,
 legislation contains greater consumer protections than current and proposcd
~ federal law Consumcr protecnons were. catcgonzed into:

Enrollment and d:senrollment process
Grievance process -
Coverage denial and appeal process : A :
Emergency and urgent care coverage and patxent perceptlon polxcxes
Availability and access :

e In-network versus out of network

o Numbers, location and types of prowders
 Information reporting: requnements .
o Stmctura! reqmrements ‘

e o 0o 0 o

. Quamy Standan!s The analysns rewewed whether current state. legtslauon'
‘contains greater quality standards or requirements than the current and proposed
federal legislatnon The quahty standards were categonzed into: ’ :

e Quality assurance process . “
* - Utilization review pro‘cess“ -

. The ﬁndmgs ot‘ the review were sununanzcd mto thc followmg catcgones

A

" o SE= State Exceeds: Re\new of the State 5 HMO Law revealed more spec1ﬁc ‘

1 ‘reqmrements than the current F ederal Law or proposed Fed eral Legzslanon -

. C = Comparable: ' The consumer protectxon or quabty standard language in. the
B State’s HMO .law is equivalent to the current Federal Medxcare Law and/ar .
- ;Proposed Federal Legjslanon for smular issues. ~ ~

¢ FE Federal ExceedSI The current F ederal Law has more rcqmremems for ‘
o consumer protection and quahty standards than the Sta.te s HMO Law o

o '-F.E-i- Federal Excecds State and Current Federal The proposed Federal
- Legislation has more specific requirements compared 10,the State s HMO 1aw and*
current Federal Med;care Law. - -

The summaries by consumcr protecuon and by statc are contamed in the appendlx that',
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| ' Sx:m'r(naryv of Major Findings
o OVérall Féderal chﬁireme‘hts for Conmmer Protection exceed those of the States

0verall the current and proposed consumer. protectlons and quahty standards contamed
w:thm federal law exceed those of the states. Specifically in the followmg areas:

.. Marketing:_ Federal r‘equirements are more specific than every state except Minnesota.
The federal requirements require review and approval of materials at least 45 days
prior to use and contain very specific wording regarding marketing activities which
would be descnbed as decepuve pracnce as well as potexmal enrollee dxscnmmatxon

® Enrollment and Coverage: Federal requirements are more . speciﬁc than every state.”
- Federal requirements include open enrollment periods, no limitation or discrimination -
" of Medicare beneficiaries, and requirements for ‘enrollment information. Both the -
‘current and proposed Federal Law stress that enrollee have freedom of choice. The
~ Federal Law contains specific language in regards to the terms “under Wthh an -
orgamzaucn may disenroll a Medicare enrollee

®  Access: Federal requiremcnts are more speciﬁc than every state. Federal requirements
include explicit wording on operational requiremcats for delivery of services to include
access to providers 24 hourg/day, 7 days/week information on contracted providers
and geographical locations, and assistance in gettmg SUpplemental coverage ,

¢  Quality Assurance and U::Izzaho:: Review: Federal requirements exceed those of all
but six states. Proposed federal requirements stress health outcomes and provide for a
‘review. of health care services by physicians and other health care professionals.
Quality Assurance activities include data collection of performance and pauent results
as well as the establishment of a revxew cormmttee to evaluate substandard services.

‘e Information Repomng Proposed federal reqmrements are more extensive in the”
~ amount and types of data to be reported to and regularly shared with beneficiaries than
that required by all states except New York.  The federal requirement requires that -
all operational activities whxch mclude overaﬂ ﬁnancnal busmess transacnons be
. provnded mnually :

J Structure:' Federal requirements regarding organizational structure detail management
and-solvency planning, and address potential conflict of interest issues. . The specilficity
- of the federal law was more extensive than most state requirements.

Consumer Protectnons and Quaslity. Standards where the States’ requirements
exceed those of current or proposed Federal law. S
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The review identified the foll owmg issues where the states’ reqmrements exceeded those
of the federal : :

K 'Agent Licensing: Thirty-eight (38) stales require some level of licensing for

‘ individuals who sell insurance including HMO coverage. There are no clear

- requirements in federal law for the same level of oversnght for individuals who sell
Medicare risk or PSO type coverages.

o Grievance Compkance Three (3) states have a more speaﬁc gnevance process

~ for consumers which detail the process for registering grievances and the

requirements the HMO' has for responding and resolving within specified

* timeframes.. These requirements include toll free telephone access and
requirements for keeping the enrollee informed as to the grievance status.

. Quality Standards. Quality (QA/UR) standards are required at the state and
federal levels. The federal quality standards are more specific for all but six states.
The six states that exceeded federal law had more specific language regarding the
requirements of the QA and/or UR program(s). Two states, in addition to having
more specxﬁo langu age, requ:red addmonal quahty program components

. Provider Pruf lzng One (1) state requues spccxﬁc levels of provider
-proﬁlmg where provxders are compared to thelr peers w1thm speczf‘ ic
categones : -

. Credentza!mg One (1) state’ reqmres a comprehenswe credentaa]mg
process that evaluates the qualifications and credentials of a provider in
association with defined criteria.

o Organization Advisb;y PaheL/G'rbups Twelve (12) states require consumers hold
positions on the health plan’s governing board or requu‘e a consumer adv1sory
panel to analyze delivery and quality of care. '

. Mandated Benefit Language: Eighteen (18) states have mandated benefits for
their HMOs. State licensed HMOs are required to offer certain benefits in their
health plans. Many Medicare HMOs have elected to offer these mandated benefits
as part of their Medicare offerings. Certain Medicare HMOs. do not offer these
benefits. Under current federal law, Medicare beneﬁts are generally assumed to
preempt these mandates
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Conclusion

The evaluation of state versus federal consumer protections and quality standards indicates
that by a significant margin, fedéral requirements exceed thoSe at the state level,

N Even with these areas where states exceed federal ‘protections, the vast majorxty of
- consumer protectrons are greater at the federal level

QuaI f' ications of the Firm

Watson Wyatt Worldwide.is the global alliance of two major consultmg firms - The Wyatt

- Company, founded in the US in 1943, and R. Watson and Sons, which was founded in the _
United Kingdom in 1878.- ’rogether this alliance provides a full- international range of
health care consulting services. Our client base is diverse and includes many of the '
world’s Iargest companies. We serve as consultants to more than half of the FORTUNE ' -
1000 companies as well as numerous other mid-sized to large compames In the
healthcare arena, we serve 20% of all the US hea]thca:e compames in some capacxty

We employ over 4,500 associates located in 90 offices worldwide. Watson Wyatt
Worldwide’s corporate offices ére in Washington D.C. and Reigate, England.

' Watson ‘Wyatt Worldwide is uniquely qualified to assist the review of state HMO Law
against the current and proposed Federal Legnslauon 10 evaluate consumer protecuon and
' quallty E

e We have a broad knowledge of all components of the health care mdustry and keen
msxght into the future of health care. We advise health care purchasers providers and
insurer health care organizations nationwide and abroad.

¢ We have worked with other health care orgamzanons to evaluale Medlcarc Rxsk
requirements. '

s Qur activities are focused on ussxstmg cvolvmg Provider Sponsored Networks wuh

- their organizational and operational strategies.

»  Our project team was comprised of both healthcare professionals as well

) rcsearchcrs which brought a multi-faceted approach to this engagement, '
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