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LEGISLATIVE REFERRAL MEMORANDUM 
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SUBJECT: 	 DEFENSE Report on S224 To permit certain beneficiilries to .enroll in the. 

FEHB program ,~ 


DEADLINE: 	 2pm Wednesday, July 16, 1997 
..... J" .... ))l.3Jt.!VXU.....l. 

In ;:,ccordance with OMB Circular A·19, 0rv'18 requests the views of your. agency on the above 

subject befor.e advising on its relationship to the program oLthe Presi<fent. Please advise uS If this 

Item will effect direct spendIng or receipts for purposes of the "Pay-As·You-Go" provisions of Title 


·xm of the Omnibus Budget Reconciliation Act of 1990. 

COMMENTS:Attac~ed is a DODrepon to the Comminee on Armed Services. This report . 

addresses S. 224; a bill to permit covered beneficiaries under the military health care systom who 

are also entitled to Medicare to enroll in the'FEHB program. 
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lRM 10; CBI25 SUBJECT: DEFENSE Report on S224 To permit certain beneficiaries to enroll in the 
FEHB program 
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RESPONSE TO 


LEGISLATIVE REFERRAL 

MEMORANDUM 


If your ~8spon.e 10 this ,o~u(}sr forvlowsis short (e.g., concur/no com~entJ. we prefer th·at you respond by . 
s-mall or by faxing us this response sheet. If the response Is short and you prefer to call, please cal! the 
branctl-wlde line. shown bolow (NOT the analyst's line) to leave 8 message ~ith Ii legislative assistant. 

You msy also respond by: 
(1) ceiling the analyst/attorney's direct line (you will be connoctedto vo.lco mall If the analyst does not 

answer); or 
(2) sen~ing US'8 memo or letter 

Piesse Include the. LRM number .shown above, and the subject shown below. 

TO: 	 Collin Brown III Phone: 395·756~ .Fsx: 395·6148 
Office of Management end Sudget 
Srl'Och-Wide Lille (to reach legislative assistant): 395·7362 

________--'___--'___ (Namol 

_______________ (Agency) 

........ (Telephone) 


The following 1$ the (spoose of OUf agency lO. your request fOf ~Iews on thsabollo-captloned.sublect: 

ConcUf 

_ No ObJoctlon 

No Comm'anl 

____ See proposed edits on pages _ ........ _ .• 


Other: ___________ 

__. _. FAX RETURN' of __ pages, attached to this reponse sheet 
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Honorable Strom TbUrIDond " ' 

CbaJrman,t Cowmltte:c. OIl Annc:d Services' 

United states Senate 

Washington. DC 20510 


Dear Mr~ Chairman: ," 

, ,This is ili response to your request for the views of the Departro.cnt of Defense on 
S.224, l05th Coogr:e.'iS. a bill "to'amend Title 10, United Stale,S COde. (0 permit covered 
boDefidaries Wlc:k:r th~, miHrary'health care system who are also entitled to Medicare to 
enroll in the Federal' Empl01eesHeal~ Benefit program; and for other pwposes.n 

, The DepartInent of Defense opposes,S. 224. We believe that the legislation could 
add significant costs to the Departmcmt. Further. this bill wouJd have the effect ot 
shifting l"eIOOW"CeS away from military health services f»'stem activities that comple~t ' 

, , readiness, 'Which l$ the P~ miSSion of the military medical program. ' 

S. 224 ~ts the Secretary of Defense to enter into an agreement with the ' 
Di~tor of the Office of Personnel MaJlagemenl COPM) to oiler mili tiJy medicltl elIgible 
beneficiaries the opportunity to enrol! in rbe Federal Employees Health Benefi~ program 
(FEHBP). A person enrolled would Dot be eligible to receive care in the facilities of 
unifOnn~::fs,ervJce:s or rhrough ~Civili~J Health And Medical PrOgrum ofthe U:aiforrned 
Serv.iccs, or the TRICARE program. Eligible covered beneficiaries would include , 
mcnibcrs and former members of the unifonned services, any dependen~ of the member, 
ADd those who ,are or become eJltitlNf tn hOlq);tal insurance benefits under part A of title 
xvm oftbc Social Security Act (42 USC 1395c. et seq.), knoWD as Medicare Part A. 
The adminiSttfing Secretary conccna~ WQwd be .respo1lSibl~ ferr tho government" share 

,'of the JiEHBp -premjwn, as determined by OPM. !be' enrolled covered bcmeficiary would 
be responsible for tilt beneficiary share of the FEHBP premium. OPM would operate 
scpot'Dunisk pools ferr enrolled ct)'Ve.n-.(i hAneficiaries until such time as me Director of 
OPM determines that inclUAion of enrolled covered beneficiaries would not ad~ly 
sHeet t'edcral employees or annuiUIJI~ "'~"~Icd by I'OImI-. ' 

The DepartI:D.ent opposes this legislation because it could have a significant 
~gatlvo impAC't on the J?e~t'~ ht-.Rlth (".are delivery proeram. The provisions of the 
bDl do not support medical readiness, which i$ the primary mission of mi1j~ medicine. 
Unl1.tc T.KICARB. convc:rslon ofJuilitary bc:Alth ~ to FEHBP sh.if1;s ~earce DoD ~.A1rh 
cart resori.rces away from activities that complement mdin~s and toward II. program that 
will ftmction separa1e and apart from the military medical s~. 
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. The cost to the Depiu lment in toems of additionRl outlayS could be extremely hlgh. 
While DOtpouibJe to estimate participliuou CUld dotailed estiml!Jcs given the time allotted 
for tbi. ietter, it IIhould be point.ed out that the COngl ",s5iol'1lll Bvd8~t Office ('-SO), ill its 
1uly 1995 roport, "Restmet:urina Military Medical (.;aro," descrit,x,d it, analysis of . 

.. ' alternatives tu !.he cwTc.tit oper',tion Clff.he Military Health· Servic.es System, The eDO 
report's pl'i.ndpal altefmsli:~c for delivery ofhealth hencfiG wa.c 10 'enroll rrulitciry 

. hcaefieianes in the F.blWP; and CBO prepared deta.iJeod ertimAf~~ ·of~ ¢Osts to the ... 
g()v~i:nmel'lf ofsuch aprogram. In brie( CBO fvu.ru:l thcrt the .totaJ 'COlOt To'the govcrmnent 
ofa prognunto .insure noD' eii2ibles in the FJ::J:iBP could w.~l a& muoh Q.C $7.3 billion 

. (Includes "he l1ddition.a1 co~t to Medi~) which represents JJoD panil..ipauon inpr~umi 
at the 72 per.cent lcwl. Contaipcdwitbin this t_\1imate. arc appro~inu.tely 1.2 mlllilJIl 
MedicaI'e eljpjbl~ benefilfiarlcs. whv could cost the Depanm~1'It $2.3 to $2.9 billion, costs 
which C8llbnf he offset lI)ywhere in the present f~cre.l budget. 

. . As WI a.llemo.tivo, the Depllrtment believes 1het rnilitllry med.icint: :iohould rcrunin .in 
the ~litary treatment fls4;ility. supported by the rrlllna.ced care support contractor thl vugh 
the TR;ICARE program. TIDs ahalllllivc proserves military medical readineSs by ensuring· 
our military providers are practicing as pan of 1I,~ m~iClll res.diM'H pro~. 

rhe DepllJ'troent 21'0 believes the most viable option .for :lmPl uril~ t.OCCSS for the.. 
popul.aUor. e11giDJ~ fur C4fC in military fa.cilitip.~ and in Medicare lies in enrolling military 
Medicare beneficiaries iD miJiUily fac.ilitics, wil..h .the Dqw1ment receiving capitation 
paynumtJ: from Medicare. The IJepanmenlll<l.5 reached o.greemeJ'lt with the Department of 
Health and HUlTIlUl Services on the elements of a MillttUy M~ico.rc Managed Cilre 
de:mODS1IISLion projoct to test this t'..nncept, and has proposed )egisluwon to autbor~ such 
Ii project. The Dcpa.tl.lucot iscoovn.itted to imrrovin~ access to our Medic~lit:;ible 
benefieiaries and l:!ebe\'C$ the best lJlcthodto do BO is by itrengt.henin~ the linkage between 
~McdiCi'lre program and the Deicnsc Hea1ul Pfogr6.P'l t.hruugh a. MilifRJ)' Medicare 
MD:nagcd Care Pro~nm1 

the Office ofMa.ollg,mc::nt and Budgef advises·that, from the standpoilll ufthc. 
A.dnlinistration's program. there hi no objection to the prn.taentation ofthis report for 
l:.'XX'I5ideraticm or the committee. 

Sincerely. 

" . 

cc: 

Honorable Carl LevUl 

RaoJdilg Democrat 


r _. 

** 

http:M~ico.rc
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J05'rH CONGltESS 
1ST SESSJON S.224 

'1'0 nmcmcl' t.itle' 1P. Unit.(ld'Stntcs C{ldr., to pel'mit coverod hcmr.ficiarics under 
the 'JTIilitnry henlth care SySlCU,1 WhO,lU'C ah~o entitled to mcdicul'o to 
enroll. in the ~ed(\rf\1 EmpJoyees Health Benefits pmgmm; and for, other 
purposes. 

IN TEE SENATE OF THE UNrl'J!1D'STATES 

, JAmJARY 28, }!J97 

Mr, WJ\RNlm introduced the following bill; which W(tS "cad twice and rcfelT(~d 

, to the C'..ommittee on Arm(."() Sm'vices 


A BILL 

To 	amend t.itle 10, United 'States Code, t.o permit covered ' 

beneficiaries under the military health care system who 
• n • • • 	 '. 

are also entitled t.o medicare to enroll in ,the Federal 

Employees Health, Benefits pl'ogralll; arid for other pm'· 

poses. 

Be 	it enacted by the Smwte a.nd HoUse ofRcpresrmta.

2 , ti1}(~r; o.ttJw United Sta.tes ofAmerica in Congress assembled, 
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1 SECTION 1. INCLUSION OF MEDICARE ELIGWLE COVERED 

. 2 B.ENEFICIARlES IN FEDERAL... EMPLOYEES 

3 HEALTH BENEFrrS PROGRAM. 


4 
 (a)FEHBP Or·l'lON.-(l)Chapt.(~r 55 of title 10, 

5 United StntesCode, is amended by inserting aft.er s,cction 

6· 1079athe foIJowing new section: . 

7 . 4f§ 107gb. Health care coverage through Federal Em

8 ·ployees Healtb Benefits program 

9 li(a) FEHBP OP'l'lON.:"':::"(l) The S(~cr:et.nry of De

.10 fense (after consulting with the other administering Se(~-

11 rctaries) and the Director of the Offi(~e of Personnel Man

12 agement shall enter; into an agreement to ()ffer eligible co,,

J3 ercd beneficiaries an opportunity to enroll in a health ben

14 efits pI,an offered through the Federal Employee Health 

15 Benefits program under chapt.er 89 of title 5·, The agree

16 ment flJay pro:vide for limitations onellrol!ment of covered 

17 benefieiaries in 'the. Federal Employee Healt.hBenefits 
. . . 

18 .. program· if the, Director, determines that the· limiiati'ollS . ' 

19 are necessary to a]]ow for adequate planning for access 

. 20 for senrj~cs Uri(~er FedeJ>al Employee Healt.h Benefitspr()

21 gram. 

22' , H(2) A person covered by all cnroilment in a health 

23 benefit.s ·plau under paragraph (1) is not eligible io receive 

24 care under thfs chapter in facilities ?f the unifdrmedsel"\~-

25 ices or thro\lgh t.he Civilian Health .and Medlen} Program 

26 of the Uniformed Sen·jees or tile 'rrRICARJ~ program. 

•S 224 IS 

http:chapt.er
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,1 H(b) EIJIGlBLE Covm'(.J~D I3I~Ngli'ICIAJUES.-'A cov

2 ered beneficlan;, referred' to ill subsection (a) is a. membCl' 
, " , ' 

3 or form(~r member, of the uniformed services 'described in 

4 sectioJ~ 1074(b) of this titJe,or any dcpend~mt of t.bcmcm

5 ber described in section l076(b)of this title; who is or 

6 ' becomes entitled to hospital'insurance beriefits \mder part 

7 'A of t.jtle XVIII of the Socia] Sec\lrity At:t (42 U.S.C. 

B 1395c ct S(~q.), ':Phc covered beneficitU1' shall Botbe rc

9 quil'cd to satisfy any eligibiHt:y miteriaspecified ill ehapter 

1089 of tit)c 5 as a conditi<m foi' em'oUnlent in a he~dt.h bcne
" 

11 fits plan, offered through the Federal Employee ',Healt.h 

] 2 Benefits program pursuant to subsection (a), 

13 H(C) CONTRIB1JTIONS.-(1) In the case ,of covered 

] 4 beneficiariesdeseribcd in subsectjon (h) who Cliroll jn a 

15 heaJth be~efits plan offer'ed through t.he Federal Employee 

16 Iiealih Benefits prograiu pursuant t.o subsect.ion ('a), the' 

17 administering Seeret.al'Y concerned shall be respollsiblc for 

1~ Government. GontributioIlS that the Office, of Personnel 

19 Mallagcmcllt deierli'lines arc )lecessaIJ1 io (~Over a~ costs 

20 in excess of beneficialJ'I' coniribut.ionsunder paragraph (2)~ 

21 H(2) The' eontribution required from an enrolled cov

,22 cred beneficiary shall be equal to the amount that would 

23 ' be withheld from the pay, ofa similarly situated Federal 

24 employee who enrolls in a ~ea.lth oouefitsplall under .chap.' 

'25 t.er 89 of title 5 . 

•S 224 lS 
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1 "(d) M,ANAGI~Ml~N/J' OPPAH:riciPATION.-'Tile itlt 

2 tJlOrity responsible for approving retired or n~t.ajller pay, 

3 or equivalent payinthe (~ase of a m(~rnber (;r fo,rmer mem

4 ber shrill, manage the participation of t.he member" 01' 

5 former member, and dependents of the member or fOlilller. 

6 member, who' enroll in a health bcnefit.s plan offercd 

7 through. the Federal Elnployee Hcalth Benefits progrmn 

8 pUrS'tlallt jiJ subse(~tion (a). The Office of Pcrsonnel Mo.11

9 agement shall maintain separat.e risl\pools for enrolled 

10 covered beneficiaries until such time as the Dil'ector of the 

J 1 Office of Personnel Management determines that eomp]et,(~ 

12 inclusion of enrol1ed (!overed' beI:cficiaries under chapt.(~r, 

13 89 of tit.le 5 would not adversely affe(:t. Feder'al employees 

14 and annuitants enrolled in health bmwuts plans under 

15 such chapt.er, 

16 H(e) EFFEC'f OF CANCELLA'l'JON.-Thc canccllatiOIl 

17 bya covered 'beneficiary (If eo,:eragc under the Federal 

18 Employee Health Benefits program shaH be iITeyoeable for 

] 9 purposes of this section., 

20 "(f) REPORTING REQUrrtEMENTS.-Not later than 

21 November.1 of each year, the Secl'ctary. of Defense and 

22 the Director of the Office of Personnel Management .shall 

23 jointly submit a report. t.o Congress deseribing the provi

24 sion of health 'care services t.(j eoveredbenefieiaries under 

" ' 
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1 this section during the preceding fiscnl year. The l'eport. 


2 shull address or (:ont.n.in t.he following: 


3 U(1) The, number of cover'ed bel'!eficiaries en


4 rolled in health benefits plnns offcred through t,he 


5' I~cderiLlEmployce Healtl~ Bepefit.s program PUI:Sll
, 	 ' 

6 ant to snbseetioll (a), bot.h in terms of tot.al immber 


7 and as Apcl'centage of all covered beneficiaries, re~ 


8 eeiving health caj'e through the hea.lth care systc~m 


9 of the l.miformed sen'ices, 


10 If(2) The ont-of-poeket (:ost t.o enrollees nnder ' 


11 sllch health benefits plans. 


]2 "(3) The cost to the Government. (incl'uding-the 


13 Department of Defense, ,t.he Departlllent' of '1'1'nn8

] 4 port.ation , and t.he ,Department of Health and 


,15 I-Iuman Servi<:es) of providing (:are under such 

16 . health bcnefits plans. 
" '.. .. 

17 H(4) A (~omparison. of the· eosts determlned 	
, ' 

.. '.'18 under paragraphs· (2 j and (3) and the (~osts that· 	
, . 

.. 	] 9 . 'would have otherwise been ineurred by the Govern

20 ment and enrollees under alternativehealt.h care op

21 'tions available ih the 'administ.ering Sf!eretaries, 

" 
"22, "(5) The {~ffect of t,his section on the (~()st.) ac
" 
;0. 

23 cess, and utilization rates .of other health careop- !, 
" 


24 tions under the health care system of the lllliformed 

.,', .. 

•S 2U IS 
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. ' 

1 (2) 'l'hctable of sections at Uw ,begillning ,of stlcb 

'2 'chapt.er is nmcnd~d by ins'erting' aft.er the" item, relating , 

3 	 tosect{on l07!Ja t~le following new item: 

;'10791>. HChllh I:hr<: C()\'~I'nS'c UII'(}ughFcdCI<i1 ltlllployc(!SHc(llth Bmldits pro- ' 
(:'l'am...., 

4 (b) CON}"ORMING MIENDM}<~N'rs.-(l) S(~etiOl~ 1072 : . 
.. 

'5 of titJe,)O, United States Code, is amendl~d by nd~ing at 

6 the end the following: 

7 11(7) The term 'TIUqARE program) means the, 

8manag('!d health care program th~t. ,is established by 

9 the Sccretary of Defense :Lmder the ftnthOl'jty of this' ' 
. .' 	 ' ;. .' 

] 0 chapter, principal1y section 1,097 of this .titlc, and in

11 ',cludes the (~ompetitiv.eselcet.ion of contract.ors t.o 5· 

12 nancially underwrite the delivery of h(~alth care serv:

13 , ices nnder, the Civilian Health and Med,icall:'rogratn 

14 otthe Uniformed Services,". 

15 (2) Section 8905(lf title 5,· tlnited States Code, is 

16 amended

17 (A) by redesignating subsections (d), (e), and,. 
. 	 ' 

18 (f) as subsections (e), (f), and (g), respec.tivelY;,and 


19 
 (B) by inscrt.ing after subsection (c) the follow

20 , illg new subsection (d): 


21 
 "(d) An individual.wh(lIll the Secrctary of Defense de· 

22 termll1CS is' an .(-!]igible covered. beneficiary under sub-· 

·23 sect.ion (h) of' section 1079b of title 10 may enr~ll in a 

24 health benetitsplan under this chapter in RJ!eordRl1Ce \\~th 

.s 224 lS 
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1 the ag1'eem<!ut entered int.o unde)' subsect.ion (a) of such 

2 section bet.ween the, Secretary and the Office (tlld wit.h np
, ~ • f • • 

3 pli(*ble regulations under this dmpter.'J. 

4 (3) S~ctioll 8906 of title 5, UniLed St.at,cs Code) )s 

amcnded

6 (A) in subsection (b)-·,· 

7 (1) in paragJ'aph (1), by striking "petra

8 graphs (2) and (3)" and inserting in lien there

9 of «paragraphs (2), (3), and (4)"; and 

(ij) by a.dding at the end the follo\\1ng new 

] 1 paragrftI>h: 

12 "(4) In the case of individuals who enroll in a healt11 

] 3 plan under scetioll 8D05(d) of this tit.le, the Governnwnt 

14 contribution shall be det.ermined under section 1079b(c) 

of title 10."; a.nd 

16 (B) in sllbsect,ion (g)

17 (i) in paragraph (1), by striking "para

18 graph (2)"and inscrt.ing in lien thereof "para

19 graphs (2) and (3)"; and 

(ij) by adding at the end the following new 

21 paragraph: 

22 "(3) The Government contribut.ion described in sub

23 sc(1.ion (b)(4) for beneficiaries who enroll under sec:tion 

24 8905(d) of this title shall be paid as provided in ~;{~etion 

l079b(c) of title 10.". 

-s 224 IS 
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I (c) IMPLgivmNTA'l'lON.-The Sccretaj·y of Defense, 

2 shaII offer t.he healt.h' benefits option m:Hler 'seetion 

3 ] 079b(a) of title 10, United States Code (as added by sub· 
" ., ., . ',', 

. '.'. ~ .. ..." .' 
4 secti<:>ll (a»), beginning not later than Janumy I, HJ98. . ". . "~"'. 

, ",' ,'..,:" .:' .: 
:' ' ,~... 'o 

. ' ... ' 

.': .. ' 

. : ; '.,: '. . . 
'. ' .'. : ". " :.' :.' ..-: .. ': . '. 

, , 

" 
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WASHINGTON. DC 20B,10 

July 10, 1997 

The President 
The White House . 
Washington, D.C. 2050.0 

Dear Mr. President: 

'.
We urge you to Gupport the provision inl)he Sonate ver"ion of the 

Balanced Budget Act of 1997 that raises the eligibilit'y age for Medicari! from 6S to 67 
over 28 years. The Senate voted overwhelmingly for this change because between 
the years 2010 and 2030, roughly the period over which the increase occurs, the 
number of American workers paying the taxes that finance Medicare will increase by 
5 million while the number of Medicare beneficiaries will increase 'by 22 million. 
Further, the age.of eligibility for this program should reflect the length of 
American:s' live::., which have grown since 1965 fur! in excess of the l1lodea:;t iru:reasc 
proposed·by the Senate. 

The Administration raisod three main concerns inite letter to Congress: 
first, that the change should be por~ of a separate effort; second, that it is not needed 
to balance the budget; and, third, that early retirees between ages 65 and 67 could 
become uninsured. ,';;" ..~ 

First, OMS Director Raines wrote in the letter that consideration of the 
eligibility age should hi:' "pMI' of.a hipartillian pmce~s to address the long·term 
financing challenges facil'K M€dicare." We agree. The Senate';5 action WAS precisely 
that. The Pinance Committee unanimously passed'ia bill containing the eligibility 
age increase, and the S~m\tc supported it on a 62-38 vote. Furthermore, while we 
support the creation 0[; a c(lmmission to &tudy Medicare's long-term furore. a, 
preSidential commission you appointed has already exteruiively studit!d this 
proposal, and its chairman and vke-chainnan identified this change as one of 
several which need to be made. ." , 

Second, the Pf4)posaJ. produces enormotUii savings. The Administration 
has correctly insisted all the need to avoid an exp]oslon in costs in the out-years of 
the budget. This proposal helps achieve that gOi:tl.~'-"The Bipartisan Commissioil on 
Entitlement and Tax ~form estimated this changil~ould. eave $37 billion in 2030 
alone. The change a1ti9 l.,ddreS6c9 the Administrati'o,n's goal of making the budget,; ; t 

('Ii Ii I7riri 1 T"000':: f\I 
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more fair to working. t~xp"ycrs, sInce those in the work force now will benefit from 
making the MediCilre tiystt!m more fair and sound.in the future. 

Third, Mr. Iilines exprc:::s:sed the Admini6tration's concern that "early 
retirees between 65 an~ 67 may not be able to obtam affordable insu.re.nce in the 
private market." A~ yqu lcnow, the age will not re~ch 66 until 2009 and will not 
reach 67 until 2026. The Administration's concem lean be addressed.. We 
recommend you work :'with Congress to a.dopt lcgis~tion that would allow retirees 
to buy in to Medicnre ~t age 62, as well as private S!ector insurance market reforms 
which would address ~he problems faced by early t~tirees~ 

;11 

Given your eloquent calls for fairness to"working families, who will 
benefit from strengthening Medicare in the future,! ~,and for long-term fiscal 
responsibility, we hop~ you will ::IUpport this measure in conference. 

Sincerely, ':. 

"~~ 
;~ /J~f'l':~ 

\J, 
".'" 
. ::~ 
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THE HOSPITAl. ANDH£A.LTHSYSTEM ASSOCIATION OF PENNSYLVANIA· 
MASSACBDSEn'S HOSPITAl.ASSOCIADON 
NEW JERSEY HOSPITAl ASSOCIATION . 
TEXAS BOSPITAJ.ASSOClATION 
CALIFORNIA BEALTHCARE ASSOCIATION 
OHIO BOSPITAJ.ASSOCIAnON 
.MISSOURI HOSPITALASsoCIADON 
DElAWARE HEALmCARE ASSOCIATION 
MICHIGAN BEAI.TH a HOSPITAL ASSOCIATION 
IlUNOIS HOSPITAl AND JfEAI.TB SYSTEMS ASSOCIATION 
NORTH CAROUNA HOSPITAL ASSOCIATION 

July 16. 1997 

The Honorable William Jefferson Clinton 
President of the United States 
The White House 
i 600 Pennsylvania Avenue 

. Washington, D.C. 20500 

Dear President Clinton: 

We write to ask you for your continued' advocacy for the direct payment of Medicare graduate medical education 
(GME) and'disproportionate share payments (DSH) to hospitals for Medicare beneficiaries enrolled in managed care. 
We appreciate your national leadership on this issue and recognize it . bas been crucial to the adoption of this, . 
provision by the Senate and the House Commerce CoiDmittee. . 

As the House·Senate conference committee meets to reconcile the Medicare provisions of the budget reconciliation 
bill. we urge you to continue advocating for the carve-out of GME andDSH paymer.i.ts from Medicare managed care 
rates and the direct paym.enr of these funds to the hospitals that train physicians and treat the uninsured. Nearly'13 
percent of all Medicare beneficiaries are now enrolled in managed care plans. As the Medicare program. encourages 
the gro~ of managed care. the direct payment of these funds will be absolutely critical to teaching' and DSH 
hospitals... . '.. . 

We, therefore. urge you to fight for full implementation of the entire carve-out provision. with the fastest poss1ole 
phase·in. It is our understanding that House Republican Medicare leaders continue to oppose inclusion of this 
provision in the conference agreement. We respectfully urge you to stane;!. firm in support of the carve-out and 
direct payment of these mission-related paymentS for direct graduate medical education. indirect medical education, 
and disproportionate share. 

On behalf of the health care providers in our states, we thank you for your leadership on this issue and the 
. outstanding efforts of your health care staff, especially Chris Jenningli and Barbara Woolley. If our associations can 
assist you in any way. please ~ve your staff contact Steven Kroll of the HANYS at (518) 431-:·7727. 

Sincerely, 

Daniel Sisto Carolyn F. Scanlan Ronald M. Hollander 
President President and Chief Executive Officer ,President 
HANYS ,HAP MHA 

Gary S. Carter. FACHE . Terry Townsend, FACHE. CAE C. Duane Dauner 
President and CEO PresiclentfChiefExecutive Officer President 
NJHA THA' CHA. 

James R. Castle Charles L. Bowman. Joseph M. U:tnaunchyn 
. President President President 
OHA MORA ,DBA 

., 

Spencer C. Johnson Kenneth C. Robbins C. Edward McCauley 
President President President 
MHHA nrnSA NCHA 
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MARYLAND HART SENATE OFFICE BUILDING 

. WASHINGTON. DC 20510-2003 
COMMITIEES: 

(2021 224-4654 

APPROPRIATIONS nY: (2021 224-5223tinitrd ~tatrs~rnatr 
LABOR AND HUMAN RESOURCES WA~HINGTON. DC 20510-2003 

June 27,1997 

. The Honorable Bill Clinton 

The President 

The White House 

Washington, D.C. 20500 


Dear Mr. President: 

Mr. President, we need presidential leadership in dealing with the solvency of Medicare. We 
need your leadership and active involvement 'to make' sure that the changes in the Senate bill 
do not survive the 'House-Senate conference. If they do, then I request that you v~to the bill. 

I am writing to urge you to veto the budget reconciliation bill if it contains the Senate 
provisions that drastically change Medicare. 

There is no doubt that the solvency of the Medicare Trust Fund is a serious, urgent issue for 
which there are no easy answers. Therefore, I calIon you to lead a national discussion on . 
. alternatives and help arrive at a national consensus. Government governs best when it has the 
consent of the governed. 

'The budget bill is not the place to radically alter core componentS of the Medicare program: 
The Senate changed thirty years ofMedicare policy in three days. We need your strong 
ieadership, we need bipartisan cooperation, and we need a vigorous national discussion before 
making changes to Medicare. . 

The Senate bill would create a means test for Medicare premiums. Seniors could have to pay 
four times ~ore in premiums starting next year.' Th~ Senate bill raises the age of eligibility 
for Medicare from 65 to 67. This provision could create an entire new class of uninsured 
older Americans. The bill also iniposes a !lew $5 per visit copayment on senior citizens who 
use home health care. We must ensure that Medicare remains affordable, accessible, . 
undeniable, and universal. 

I look forward to working with you to ensure that we keep faith with those who depend on 
Medicare, and to. ensure that Medicare is strong now and in the future. 

Sincer.ely, 

.•.~'. './ .. ~~/7 / &. 
/. (.-/ ~/~~~/7 W/ / y ~·C£i;t/·. . 

Barbara A. MIkulskI . , . .' . 
United Stat~s Senate 
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PriVake SectorA«redttation Bodies Supports House Language 

The llfltlonts leading independent health care accrediting ofgaDi!ations support the 
provUion In both HOuse rccol\eiliation bills providing the !iRS Secretary with the i 
discnilionary authority to deem MedicfU1: Plus/ChoiCe ollSnizations in compliance if 
rwcr~itcd by an approved organization using §!l}lldards no less strlngsrnt than those in . I' 
(eder4t lfw. Private:s.c.ctor accreditation provides a comprchemif~c and defmitive I 

I 
evalWitlon ofaD organization's actual performance or those key functions that are 1 

! 
e&:Sen~ to produce ,good outcom.es orcare. I 

IPreserve E"temal Review - Just Don'& Reserve it for PROs ! 
I 
i

The l/IoUse language preserves "external reviC"W". but its no longer reserved fo.r the I 

govctpment's p~Review Organ123.tions (aka "'lQRDs). Ac<ereditation is external I 
i 
Irevim:. aod the House la11guage allows the IIRS Secretary to lake full advantage of the I 

fact t~at there Is already considerable overlnp between 01.Lt accreditation processes and the 'I 

I
aclivj.ties pcnonncd by the Bovcnunent's PROslIQROs. The potential for even greater I 

dupl~cation exists now that our &cc:rcditafion processes are moving towards the routine I 
coll~tiOft and incorponltkm ofCOinparable performaJ1ce data. i 

) ; 

Prlv~tc Sector Accn..'tUtatloD Ma:tlmtze$ Government ResoUJ"e6 I 
I 

The JIousc language gives the frnS Secretary authority to.maximize iQvcmment 
I§2Qrees and take fun adyjmtl18C ofprivate sector accreditation and elimina.te redunshmt 
ea.rdnaJ oversight. These partnerships win free the federal government to better focus its I 

i 
reso~ on such issues as independent adjudication ofgrievance. appc~l. and written 

I 
I 

eomplailIt$; as well as th~ development, reflnemcnt,and auditin& of Consumer "report I 
__..JI'" 
\O<l&l\lS • 

JobdCommissioR on the Accreditation 
1 

ofljIeaJthcarc OrgtlDizatiQns (JCAHO) 

I 
I 
i 

N'adolutl Committee for Quality I 
1 

i 
1AlO$urance (NCQA) 
! 

I, 
I 
I 
I 
I 
I 
I 

i 
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I 
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I 
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July 3, 199~ 

The Honor~ble William M. Thomas 
Chairman, iWays and M~ans Health Subcommittee 
1136 Lon~orth House bffice Building 
Washingtop, D.C. 20515 

Dear Chailjrnan Thomas~ 

As the nation's leading ihdependent pealth care accrediting organizations. we are writing 
to express bur strong support for the provision in both House reconciliation bills that 
·wquld provide the Secretary of Health and Human Services (HHS) with the discretionary 
authority to deem Medicare Plus/Choice organizations in compliance if accredited by an 
approved Qrganization using standards no less stringent than those in federal law. 

While federal standards establish an important floor that all organizations must meet, 
private-sector accreditation provides a comprehensive and definiti ve <1valuatiori of an . 
organization's actual petfonnance of those key functions that are essential to produce 
good outcomes ofcare. ' Providing th,e Secretary ofHHS with the authority to take full 
advantage bfprivate sector accreditation is critical to ensuring that Medicare beneficiaries 
receive hi&h quality car~ regardless ofth~ir choices among delivery organizatiqns. The 
House language provides strop.g incentives for organizations to meet the even higher 
standards of independent accreditation organizations while eliminating redundant external 
oversight and freeing the federal government to better focus its regulatory resources 'on 
such issues as independent adjudication of grievances, appeals, and written complaints. 

While the Senate language would allow deeming for internal federal requirements, it 
prevents the Secretary of HHS from taking full advantage of private sector accreditation 
and deeming for "external review". This is true even if the private accreditation standards 
were more stringent than federallaw~ There is already considerable overlap between our 
accreditation processes and the activities performed by the government's Peer Review 
Organizations (aka "IQROs"), and the potential for even greater duplication exists now 
that our accreditation processes are moving towards the routine collection and 
incorporation ofcomparable perfonnance data. The House language properly addresses 
this issue by giving the Secretary ot'HHS authority to maximii~ government: resources 
and take full advantage of private sector accreditation. 

.i~I" 
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Joint Commission " 
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The Jpint Conunission and NCQA put together the following documents for 
discussions during Reconciliation on the appropriate roles for accreditation and Peer 
Review Orgaruzations doing external review of managed care entities. i 

i 
, 
1 
i 

. iWe afe very conc~med with the duplicative ,efforts of accreditation and PRO 
I 

I 
;review ofmanaged care at a time when money is tight. At one level, there is the 


consideratiop. of the most effective expenditures from the Medicare Trust Fund on quality 

oversight, add at another level is the consideration of how resources should be spent by 

managed care organizations (mcos) responding to external review requirements. As the , 


, proposed cohstraints on managed care reimbursement take effect, there will be less 
money available to mcos for data collection activities and for the demands of external 
review agents. Therefore it is critical that we have a sensibl~. cost-effective external 
review progfam at the federal level •• one in which each neW'requirement adds value to 
the assessment of the mco's performance on quality measures, not redundancy. We 
believe that !there should be recognition that PROs and accreditors are doing many of the 
same things inow, and that the overlap will ,be rapidly exacerbated by the recent activities 
of accreditors to routinely collect performance data. , For example, the lCAHO now has a i
mandatorytequirement for collection of outcomes and other performance measurement ! 

idata from the managed care entities that we accredit. i
I 
I 

We would like to ensure the maximum flexibility for the Secretary, DHHS to use I 
I 

accreditors as long as accreditots live up to the Secretary»s expectations. Also. the I 
I 

maximum U$e of accreditation will serve as an il1iportant incentive for mcos to become r 
i 

accredited ·;a worthwhile goal in my opinion, given that fewer than 30% ofmcos eligible i 
I 

,for accredi~tion have sought it. ' ' 
i 
i 

NCQA and JCAHO thank you for your consideration. We understand that ! 
consumer gi'oups and others have lobbied you on this issue as welL Should you have any 
questions, please call either myself at 202.434.4525 or Steve Lamb at NCQA 
202.9S5.5192. We appreciate your time. 

'1/rJ>f i 

i 
IMargaret VanAmringe 
i

, I 
I 

I 
I 
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND 8UDGET 


WASHINGTON, D..C. 20503 


THE DIRECTOR June 23, 1997 

The Honorable Trent Lott 

Majority Leader 

United States Senate 

Washington, DC 20510 


Dear Mr. Leader: 

As the Senate beginsconSideration ofS. 947, the spending-related portion of this year's 
. budget reconciliation legislation, I am writing to transmit the Administration's views. We will 
transmit separately the Administration's views on the tax reconciliation bill. 

While many provisions of the bill are consistent with the Bipartisan Budget Agreement,· 
in some key areas others are not. We understand there are ongoing efforts to resolve as many 
issues as possible through a bipartisan Leadership amendnient. Such an amendment would 
advance the bipartisan process which began last month with the Budget Agreement. The 
Administration intends to continue working closely with the Leadership on remedial 
amendments. . 

Key areas where the bill is inconsistent with the Budget Agreement include the failure to: 
"restore SSI [Supplemental Security Income] and Medicaid eligibility for all disabled legal 

. iinmigrants who are or become disabled and who entered the U.S. prior to August 23, 1996"; 
. assist low-income Medicare beneficiaries in paying premiums; provide Medicaid benefits for 

certain disabled children and the full 70 percent Federal match for Medicaid in the District of 
Columbia; properly implement the Medicare home health reallocation; provide for State SSI 
administrative fees; and achieve the agreed-upon levels ofsavings from spectrum auctions and 
related provisions. 

In addition, we have significant concerns about a number of issues which the Budget 
Agreement did not specifically address: the lack ofquality standards and protections against 
balance billing in private fee~for-service plans in Medicare Choice and in Medical Savings 
Accounts (MSAs); the added burden of new copayments for certain Medicare Part B and 
Medicaid beneficiaries; the higher eligibility age for Medicare recipients and the income-relating 
of the Medicare deductible; the failure to include all of the Administration's prudent purchasing 
reforms; the lack of a Federal Disproportionate Share Hospital (DSH) targeting standard; the 
failure to put the proper parties in charge ofadministering the welfare-to-work program; the 
proposal to privatize eligibility determinations in Texas; and the lack of adequate maintenance
of-effort requirements for Food Stamps. 

The Bipartisan Budget' Agreement is good for America, its people, and its future, and we 
are fully committed to working with Congress to see all of its provisions enacted into law by the 
August recess. 



(' 

Items Contrary to the Bipartisan Budget Agreement 

Continued SSI and Medicaid Benefitsfor Legal Immigrants --' While the Senate reported 
provision giving benefits to new applicants for a limited time is preferable to the House 
provision, it fails to provide sufficient assistance for the most vulnerable individuals. The 
Budget Agreement explicitly states: "Restore SSI and Medicaid eligibility for all disabled legal 
immigrants who are or become disabled and who enter the U.S. prior to August 23, 1996." 
As the President stated in a June 20, 1997 letter, he views this issue as ofparamount importance. 
As the letter states: "To achieve our common goal ofa signable bill that balances the budget, it is 
essential that the legislation that is presented to me include these provisions. I will be unable to 
sign legislation that does not." The reported bill fails to reflect the Agreement., As a result, in 
2002 it would protect an estimated.55,000 fewer immigrants than the Budget Agreement calls 
for. 

In addition, the President's strong preference is to cover both elderly and disapled 
immigrants. We will work with you to identify the necessary resources to do so. 

Assistance for Low-Income Medicare Beneficiaries -- Recognizing that premiums 
represent a significant burden on low-income beneficiaries, the Budget Agreement allocated 
$1.5 billion to ease the impact on this population of increasing Medicare premiums related to the 
home health reallocation. The reported bill does not include this provision.' ' 

Medicaid Benefits for Certain Disabled Children -- The Budget Agreement clearly 
includes the proposal to restore Medicaid for current disabled children losing SSI because of the 
new, more strict definition of childhood eligibility. The reported bill failed to include this 
proposal. We strongly urge the Senate to include this provision and retain Medicaid benefits for 
about 30,000 children who could lose their health care coverage in FY 1998. 

DC Medicaid - We are pleased that the reported bill includes a higher matching payment 
for the Medicaid program in the District of Columbia, but we are concerned that the-increase is 
not sufficient. The matching rate proposed in the reported bill sunsets at the end ofFY 2000 and 
is 10 percentage points lower than the matching rate of70 percent in the FY 1998 President's 

_ budget. A 60 percent matching rate would still leave the District paying more to the Medicaid 
program than any other local government. ' . 

Home Health Reallocation -- The home health reallocation in the Budget Agreement is 
not properly reflected in the reported bilL During the negotiations, we discussed at great length 
the shift ofhome health expenditures to Part B, and all sides clearly understoQd that it would be' 
immediate. The Committee's phase-in would cost two years ofsolvency on the Part A trust fund 
-- two years that we can ill afford to lose. We urge the Senate to incorporate the same provision 
included in the House Commerce Committee reported title. 

2 




State SSI Administrative Fees -- The reported bill fails to reflect the provision of the 
Budget Agreement which calls for increasing the administrative fees that the Federal 
Government charges States for administering their supplemental SSI payments -- the proceeds of 
which would be available, subject to appropriations, for Social Security Administration (SSA) 
administrative expenses. 

Spectrum -- While the Senate reported provisions area substantial improvement over 

counterpart House legislation, we continue to have serious concerns ..The reported language 

would not achieve the full $26.3 billion in savings and policies described in the Budget 

Agreement. In addition, the bill does not include two of the proposals included in the Budget 

Agreement -- auction of "vanity" toll free telephone numbers and the spectrum penalty fee. 

Additionally, the bill does not provide a firm date for terminating analog broadcasting, thus 

causing significant savings reductions. 


We also have the following additional concerns.with the reported spectrum language: 
the lack of authority for the Federal Communications Commission (FCC) to use economic 
mechanisms, other than auctions, where appropriate (Le., user fees to create incentives for 
efficient spectrum management); a very expansive definition of public safety that would create 
loopholes permitting too many entities to be exempted from auctions; language that would 
protect spectrum for use by the National Aeronautics and Space Administration and the 
National Oceanic and Atmospheric Administration, which is contrary to the Administration's 

. policy on managing spectrum across the government through a process managed by the 
National Telecommunications and Information Administration; and the lack of authority for 
the FCC to revoke and reauction licenses when an entity declares bankruptcy, which is 
essential to preserving licenses awarded in previous auctions. 

Additional Concerns 

Although the Budget Agreement did not specifically address the following items, the 

Administration has significant concerns about them. The Administration urges the S~nate to 

address these concerns during Floor action. 


Medicare 

Private Fee for Service in Medicare Choice. While the Administration supports the 
introduction of new plan options for Medicare beneficiaries, we believe that any new options 
must be accompanied by appropriate beneficiary protections. We believe that inclusion of 
private fee-for-service plans in Medicare Choice without balance billing or quality assUJ;ance 
protections is bad policy. Beneficiaries should not be exposed to billing in excess of current law 
protections. Also, we are concerned that this option will attract primarily healthy and wealthy 
beneficiaries and leave sicker and poorer beneficiaries in the more expensive, traditional 
Medicare program. 

3 



Medical Savings Accounts. We believe that any demonstration of this concept should be 
limited in order to minimize potential damage and costs to the Medicare program. We commend 
the Finance Committee for limiting the demonstration to 100,000 participants, but still believe 
that a geographically limited demonstration would be much preferable. We are also pleased that 
the cost-sharing and deductibles for MSAs that have been reported are similar to the provisions 
that were enacted under the Health Insurance Portability and Accountability Act (HIP AA). 
We also strongly believe that the current law limits on balance billing should be applied to this 
demonstration to protect beneficiaries from being subjected to any additional charges providers 
choose to assess. We believe this demonstration should be limited geographically for a trial 
period which would enable us to design the demonstration to answer key policy questions. 

Home HealthCopayments. We note that the bill would impose a Part B home health 
copayment of $5 per visit, capped at an amount equal to the annual hospital deductible. 
Medicare beneficiaries who use home health services tend to be in poorer health than other 
Medicare beneficiaries. Two-thirds are women, and one-third live alone. Forty-three percent 
have incomes under $10,000 per year. We are concerned that a copayment could'limit 
beneficiary access to the benefit. Imposmg a hotne health copay is not necessary to balance the 
budget, and any further cOnsideration ofthis policy should be part ofa bipartisan process to 
address the long-term financing challenges facing Medicare. ' 

Medicare Eligibility Age. Raising the eligibility age for Medicare is not necessary to 
balance the budget, and any further consideration of this policy should be part of a bipartisan 
process to address the long-term financing challenges facing Medicare. Moreover, this proposal 
does not contain provisions to address the fact that early retirees between the ages of 65-67 may 
not be able to obtain affordable insurance in the private market. 

Prudent Purchasing. We applaud the bill's inclusion ofour inherent reasonableness and 
competitive bidding proposals. However, we urge the Senate to take advantage ofall the prudent 
purchasing proposals. The Medicare program is governed by a strict set ofprovider payment 
rules that have the effect of limiting the ability ofthe Federal government to secure the most 
competitive terms available to other payers in the marketplace. We have advanced a set of 
proposals to allow Medicare, the nation's largest health insurer, to also take advantage of lower 
rates providers offer to other payers. 

Income-related Deductible. The. reported bill includes a proposal to income-relate the 
Medicare Part B deductible. While the Administration is not opposed to income relating 
Medicare in principle, we have a number ofconcerns about this proposal. First, as the President 
mentioned yesterday, we believe this provision is outside the confines of the underlying budget 
agreement. Second, we are concerned that the proposal has design flaws. It would be extremely 
difficult to administer. Moreover, it may not achieve its intended purpose ofreducing 
unnecessary utilization of services because the vast majority ofbeneficiaries have supplemental 
"Medigap" policies that pay for Part B deductible costs. While we do have serious concerns 
about this proposal, we remain interested in discussing it, or proposals like it, in the broader 
context of refonns to address the long-term financing and structural challenges facing the 
program. 
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Medicare Commission. Thereported bill would establish a Medicare commission. 

Establishing a bipartisan process that is mutually agreeable is essential to successfully address 

the challenges facing Medicare. We look forward to working with you on the development of 

the best possible bipartisan process to address the long-term financing challenges facing 

Medicare while simultaneously ensuring the sound restructuring of the program to provide high

quality care for our nation's senior citizens. 


Medicare Choice Payments. We would prefer to limit the growth in Medicare Choice 
payments to Fee-for-Service Medicare, rather than having two separate growth targets. To do so 
may lead to an erosion of the value of the Medicare choice benefit package and expose 

, beneficiaries to increased premiums. 

Medicaid 

Disproportionate Share Hospital Savings. We have concerns about the details of the 

allocation of the disproportionate share hospital (DSH) payment reductions among States. The 

bill may have unintended distributional effects among States. We recommend that the Congress 

revisit the FY 1998 President's budget proposal, which achieves savings by taking an equal 

percentage reduction offof states' total DSH spending, up to an "upper limit." Although the 

reported bill includes a provision to require States to develop DSH targeting plans, we are 

concerned that the bill does not include a federal DSH targeting standard. Without federal 

standards, providers with high-volume Medicaid and low-income utilization may not be 

sufficiently protected from reductions in the DSH program. ' 


Medicaid Cost Sharing. The bill would allow States to require limited cost sharing for 
optional benefits. We are concerned that this proposal may compromise beneficiary aCcess to 
quality care. Low-income Medicaid beneficiaries may forgo needed services if they cannot 
afford the copayments. We urge the Senate to revisit the FY 1998 President's budget proposal, 
which would allow nominal co payments only for HMO enrollees. This proposal would grant 
States sOllle flexibility and would allow HMOs to treat Medicaid enrollees in a manner similar to ' 
non-Medicaid enrollees, without compromising access to care; 

Criminal Penalties for Asset Divestiture. The reported bill would amend Section 217 of 
the HIP AA of 1996 to provide sanctions against those who assist people in disposing ofassets in 
order to qualify for Medicaid; We would prefer to repeal Section 217 because we believe that 
the Medicaid laws in effect before the enactment of the Health Insurance and Portability and 
Accountability Act are sufficient toprotect the Medicaid program against inappropriate asset 
divestiture. 

Return to Work. We are pleased that the reported bill includes a provision allowing 
States to permit workers with disabilities to buy into Medicaid. We recommend the President's 
Budget proposal which would not limit eligibility for this program to people whose earnings are 
below 250 percent of poverty. We believe that this limit in the reported bill would not allow' 
States sufficient flexibility to remove disincentives to work for people with disabilities. 
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Medicaid Payments to Puerto Rico and the Territories. We are pleased that the reported 
bill includes adjustments for the Medicaid programs in Puerto Rico and the territories, but we 
would prefer the language included in the FY 1998 President's Budget. 

Children's Health 

We are encouraged that the Senate reported bill includes notable improvements'over the 
provisions reported by the House Commerce Committee. Specifically, we commend the 
decision not to allow use ofthe $16 billion investment in areas other than insurance coverage. In 
addition, we are pleased to note the improved definition ofbenefits relative to the House 
Commerce Committee provisions. . 

While the Senate-reported bill represents a positive step forward, we are particularly 
concerned about the benefits definition and the lack oflow income protections. It is our hope 
that the intent of this legislation was to ensure that children receive a benefit package that is at 
least commensurate with the standard Blue CrossIBlue Shield FEHBP benefit. However, the 
actual statutory language is much more limiting and would permit much less significant 
coverage. In addition, while the HHS Secretary would have discretion to' define whether or not 
the benefit package meets the statutory requirement, she would not have the ability to ensure that 
low income children do not have to shoulder unrealistically high cost sharing that could lead to 
reduced access to needed health care. We also want to ensure that this investment is properly 
targeted to cover children who do not currently have health insurance. Finally, as the 
Administration has stated many times, we do not support limiting access to medically necessary 
benefits, including abortion services. We look forward to working with the Congress to resolve 
these impoitant issues. 

Welfare to Work 

Local Program Administration --' The challenge ofwelfare refonn -- moving welfare 
recipients into pennanent, unsubsidized employment --:- will be greatest in our Nation's large. 
urban centers, especially those with the highest number ofadults in poverty. Mayors-and other 
local elected officials, working with private industry councils, have been entrusted by Congress 
with the responsibility for adlninistration ofother Federal job training funds. The Administration 
strongly believes that a substantial amount ofall Welfare to Work funds should be managed by 
these entities, which have the experience to address most effectively the challenge of moving 
long-tenn welfare recipients into lasting unsubsidized employment that reduces or eliminates 
dependency. 

The committee reported bill, however, would provide for local administration of fonnula 
grant funds only through the Temporary Assistance for Needy Families (TANF) agency. The 
bill's competitive grant structure would not ensure that an appropriate portion of funds outside 
rural areas will be administered by cities with high concentrations of adults in poverty. The 
Administration is concerned that the report,ed bill provides that the competitive grant portion 
would be only 25 percent of the total funds available, still further limiting resources for cities 
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with the greatest need. The Administration urges the Senate to follow the approach taken by the 
House Ways & Means Committee which would increase the share of competitively awarded 
funds to SO percent and set aside a substantial portion of these funds for cities with the highest' 
poverty populations. 

Performance Bonus. The Administration is pleased that the Finance Committee included 
. a performance bonus concept. We are concerned, however, that the perfonnance fund simply 
augments the existing T ANF performance fund without establishing any new expectations on 
grantees for additional perfonnance Using these welfare-to-work funds, or rewards for placing the 
hardest-to-serve in lasting, unsubsidiZed jobs that promote self-sufficiency. In addition, the 
Administration agrees with the House that the way to administer welfare-to-work grant funds so 

. as to have the gr~test likelihood of success is through the Department of Labor, the mayors, and 
the private industry council system. 

Federal Administering Agency~ The reported bill would place the program under the 
authority of the Secretary ofHealth and Hwnan Services. While consistency with Federal 
TANF strategies is essential, Welfare to Work program activities should be closely aligned with 
the workforce development system overseen by the Secretary of Labor. The Administration 
therefore believes that the Secretary of Labor should administer this program in consultation with 
the Secretaries ofHHS and HUD (as in the Housebill). 

Non-displacement. We understand the Senate adopted non-displacement provisions 

during committee action. However, we strongly urge the Senate to adopt~ at a minimwn, the 

provisions included in the House Education and the Workforce Committee-reported bill, which 

apply both to activities under the new Welfare-to-Work grants and T ANF. 


Distribution of Funds by Year. It does not appear that the bill's allocation of$3 billion in 
budget authority over fiscal years 1998-2000 would, when'combined with the program structure, 
result in an outlay pattern consistent with an estimate of zero outlays in FY2002, as provided in 
the budget agreement. The Department ofLabor is available to work with staff to craft 
provisions that satisfy this agreement. 

We are pleased that the reported bill includes provisions that would address priorities, 
including: the provision of formula grant funds to States based on poverty, unemployment, and . 
adult welfare recipients; a sub-state allocation of the fonnula grant to ensure targeting on areas 
of greatest need; appropriate flexibility for grantees to use the funds for a broad array of activities 
that offer promise of resulting in pennanent placement in unsubsidized jobs; funds awarded on a 
competitive basis; a substantial set-aside for evaluation; and a performance fund to reward States . 
that are successful in placing long-term welfare recipients .. We look forward to working with the 
Congress during conference to refine these provisions. 
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Minimum. Wage and Workfare 

. The reported bill appropriately refrains from modifying current law with respect to the 
application of the minimum wage and other worker protections for working welfare recipients 
under TANF. The Administration believes strongly that everyone who can work must work, and 
everyone who works should earn at least the minimum wage and receive the protections of 
existing employment laws -- whether or not they are coming off welfare. 

Privatization ofHealth and Welfare Programs 

The reported bill would allow the eligibility and enrollment determination functions of 
Federal and State health and human services benefits programs in the State ofTexas -- including 
Medicaid, WIC, and Food Stamps -- to be privatized. The Administration believes that changes 
to current law would not be in the best interest ofprogram beneficiaries and strongly opposes this 
provision. While certain program functions, such as computer systems, can currently be 

. contracted out to private entities, the certification ofeligibility for benefits and related operations 
(suchas obtaining and verifYing information about income and other eligibility factors) should 
remain public functions. . . 

Food Stamps 

While we support much of the Committee's approach to implementing the Agreement we 
are concerned that the proposal would create an estimated 100,000 fewer work opportunities over 
five years than proposed by the Administration's bill, which includes a specific target of 70,000 
new slots eachyear. We are pleased thatthe Senate adopted a performance-based structure to 
reward States that provide employment and training (E&T) opportunities for individuals facing 
the 3-month food stamp time limit. This is highly preferable to the less accountable provisions in 
the House bill. The Senate's proposal should also be strengthened by conditioning receipt of the 
new 100 percent Federal E&T funds provided in the agreement upon a State maintaining 100 
percent of their 1996 E&T spending. CBO estimates that the Senate's proposed 75 percent 
maintenance-of-effort requirement would result in States decreasing their E&T spending by $89 
million over 5 years. We urge the Senate to adopt provisions similar to the House maintenance
of-effort provisions., 

Student Loans 

We are pleased that the reported bill includes $1.763 billion in outlay savings, including 

$1 billion in Federal reserves recalled from gUaranty agencies, $160 million from eliminating a 

fee paid to institutions in the Direct Loan program, and $603 million in reduced Federal student 

loan administrative costs. All these savings are being achieved without increasing costs or 

reducing benefits to students and their families. 


However, the Administration opposes a new provision, unrelated to the Budget 
Agreement, requiring administrative cost allowances (ACAs) to guaranty agencies in the 
Federal Family Education Loan (FFEL) Program at a rate of .85% of new loan volume, to be paid 
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from mandatory funding authorized under Section 458 ofthe Higher Education Act of 1965 
(HEA) in FY 1998-2002. This provision would represent a new federal entitlement. It would 
also limit inappropriately the funds available to the Secretary to manage the FFEL Program 
effectively. Any allowance to these agencies should bear some relationship to the costs these 
agencies incur and not be based on an arbitrary fonnula. This is an issue for the upcoming HEA 
Reauthorization. 

The Bipartisan Budget Agreement reflects compromise on many important and 
controversial issues, and challenges the leaders on both sides of the aisle to achieve consensus 
under difficult circumstances. It is critical that we do so on a bipartisan basis. 

I look forward to working with you to implement this historic agreement. 

Sincerely, 

Franklin D. Raines 
Director 

IDENTICAL LETTER SENT TO HONORABLE THOMAS A. DASCHLE, 

HONORABLE PETE V. DOMENICI, HONORABLE FRANK LAUTENBERG 
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Addendum: Additional Comments 

Housing 

We are concerned that the bill's provisions regarding FHA multifamily housing 
restructuring would not transfonn this housing in the most effective and efficient fashion. By 
ruling out the possibility ofproviding portable tenantMbased assistance, the bill would limit the 
ability of tenants to seek out the best available housing and prevent projects from developing a 
more diverse mix of income levels. By establishing a preference for delegating restructuring 
tasks to housing finance agencies, the bill places an unnecessary conStraint on RUD's ability to 
design the most effective partnerships. Finally, by failing to address tax issues expli~itly, the bill 
does not resolve impediments that could discourage owners from participating in a restructuring 
process. 

The administration is also concerned about Section 2203 of the Senate reconciliation 

bill which repeals federal preferences for the Section 8 tenantMbased and project-based 


. programs. The Administration has supported these repeals 0lllY if they are combined with 
income targeting that would replace the federal preferences: . That targeting would ensure: 
1) that the tenant-based program continues to serve predominantly extremely low income 
families with incomes below 30 percent of the area median income and 2) that all 
developments in the project-based program are accessible to a reasonable number of extremely 
low income families. 

Unemployment Insurance Integrity 

The reported bill fails to support the provision of the Budget Agreement that achieves 
$763 million in mandatory savings over five years through an increase in discretionary spending 
for Unemployment Insurance program integrity activities of$89 million in 1998 and $467 
million over five years. We urge the Senate to include in the bill provisions to authorize and 
guarantee the discretionary activities and the resulting savings. The Admininstration separately 
transmitted draft legislative language on June 6th to implement this provision of the Budget 
Agreement.". 

Vocational Education and TANF 

The Administration is concerned with the reported bill's provision on vocational 

education in TANF. The agreement did not address making changes in theTANF work 

requirements regarding vocational education and educational services for teen parents. 


Smith-Hughes 

The reported bill does not include a provision that would repeal the Smith-Hughes Act of 
19l7, although the bill finds the agreed-upon $29 million savings from other sources. In light of 
the $l.2 billion annual appropriations under the Carl D. Perkins Vocational and Applied 
Technology Education Act, there is no justification for mandatory spending of$7 million per 
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year under the Smith-Hughes Act. We urge the Senate to adopt the provision included in the 
House Education .and Workforce Committee reported title, which is consistent with the Budget 
Agreement. . 

Refugee andAsyJee Eligibility 

The Agreement would extend the exemption period from five to seven years for refugees, 
asylees, and those who are not deported because they would likely face persecution back home. 
The Administration supports the reported language, which implements this policy and also 
extends the exemption to Cuban and Haitian entrants. 

Other Immigrant Provisions 

We urge the adoption ofa provision that would provide the same exemption period for 
Amerasian immigrants as provided to refugees. Amerasian immigrants share many of the 
problems and. barriers confronted by refugees and have the same level of need as refugees. The 
Administration is pleased that the Committee bill exempts permanent resident aliens who are 

. members of an Indian tribe from SSI program restrictions. We urge the Senate to extend this 
exemption to include the five year ban on eligibility for those who enter the country after August . 
22, 1996. Neither of these provisions will change the spending estimates associated with the 
Committee bill. 

1 1 . 




EXECUTIVE OFFICE OF THE PRESIDENT 
OFFicE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

THE DIRECTOR 

June 6, 1997 

The Honorable Bill Archer 
ChruITrum 
Committee on Ways and Means 
U.S. House ofRepresentatives 
Washington, D.C. 20515 

Dear Mr. Chairman: 

I am writing to express the views of the Administration on the Medicare provisions which 
were approved by the Subcommittee on Health on June 4, for inclusion in the FY 1998 budget 
reconciliation bill. 

Overall, the Administration fmds much to support in the bill. It incorporates many of the 
pmposals from the FY 1998 President's Budget and is generally consistent with me Bipartisan 
Budget Agreement. It proposes structural refonns that constrain growth, extends the life of the 
Hospital Insurance Trust Fund for at,least a decade, and improves preventive care benefits. All . 
of these changes will help .strengthen and modernize Medicare for the 21 st century. 

However, the Administration is concerned about a few ofthe Medicare pr·;)Visions that 
your Committee will consider, including the following: . 

Home Health Reallocation 

As noted in my June 5 letter to Mr. Thomas, it is our view that the home health 
reallocation in the Budget Agreement is not properly reflected in the Subcommittee mark. We 
agreed to phase in the impact of the home health shifton the Part B premium over seven years. 
We did not agree to shift home health spending from Part A to Part B over ·seven years. To do so 
means a loss of two years ofsolvency on the Part A trust fund, two years which we can ill afford 
to lose. 

In addition, a phased-in reallocation would cause significant administrative problems 
regarding claims processing, appeals, and medical review for Medicare contractors. 

, 

MSAs . 

While we have agreed to work with you to develop a demonstration of this concept for 
the Medicare population, we have concerns about the size and scale of the demonstration in the 
bill. The Subcommittee's bill provides for a demonstration with 500,000 participants, which is . 
much larger than any other Medicare demonstration. Moreover, the demonstration exposes 



I . 

beneficiaries to any additional charges providers choose to levy without limitation. We strongly 
believe that the current law limits on balance billing should be applied to this demonstration. We . . . 

also believe the demonstration should be limited to two states for a three year trial p~riod, which 
will enable us to design the demonstration to answer key policy questions . 

. Medical Malpractice 

We believe that the malpractice provisions in the subcommittee's mark are extraneous to 
the Bipartisan Budget Agreement. As you know, the Administration opposed the malpractice 
provisions in the vetoed Balanced Budget bill as well as those adopted in the House version of 
the Health Insurance Portability and ~ccountability Act (IllPAA). We find these provisions 
highly objectionable. 

Preventive Benefits 

While the preventive benefits are largely the same as those advanced in the President's 
Budget, we bring to your attention the failure to waive coinsurance for mammograms. As you 
know, mammography saves lives, yet many Medicare beneficiaries fail to use this benefit. 
Research has found that copayments hinder women from fully taking advantage of this benefit. 
Thus, we continue to support waiving copayments for mammograms . 

. Medical Education/Disproportionate Share (DSH) Carve-out 

The Admimstration's budget would move the medical education (indirect and direct) and 
DSH adjustments out ofmanaged care payment rates and redirect these funds to eligible 
hospitals that provide services to Medicare managed care enrollees. This is an important 
proposal designed to ensure that the nation's teaching hospitals and those that serve low-income 
populations receive the Medicare payments to which they are entitled. The Subcommittee bill 
dropped this policy. We urge the Committee to include this proposal. 

.Prudent Purchasing 

As you know, the Medicare program is governed by a strict set of provider payment rules 
that limit the ability of the Federal government to secure the most competitive terms available to 
other payers in the marketplace. We have advanced a set ofproposals to allow Medicare, the 
nation's largest health insurer, to also take advantage oflower rates providers offer to other 
payers. We are pleased that one of these proposals (expansion of the "Centers ofExcellence" 
program) was adopted by the Subcommittee, but we urge the inclusion of the other proposals. 

At a time when we all agree that Medicare spending has been growing too quickly and 
the Federal budget faces increasing pressures for scarce resources, we do not understand why the 
Committee would not want to take advantage of these proposals to allow Medicar~ to be a more 
prudent purchaser. We propose adopting practices that work in the private sector. We should let 

2 




them work in the public sector as well. These practices can work well to save taxpayers money 
and promote quality. 

Children's Health 

I also want to underscore the terms ofthe Bipartisan BudgetAgreement with respect to 
the $16 billion earmarked to provide up to five million additional children with health insurance 
coverage by 2002~ Pursuant to the Agreement, the use of these funds is expressly limited to 
expanding Medicaid and/or creating a program ofcapped mandatory grants to States to finance 
health insurance coverage for uninsured children. No other use ofthese funds is countenanced 
by the Agreement unless it is "mutually agreeable." 

Commission 

We note that the Subcommittee bill includes a Medicare commission. Establishing a 
process that is mutually agreeable is essential to successfully address the challenges facing 
Medicare. We look forward to working with you on the development of the best possible 
bipartisan process to address the long-term financing challenges facing Medicare while 
simultaneously ensuring the sound restructuring of the program to provide 'high-quality care for 
our nation's seriior citizens. 

The Bipartisan Budget Agreement reflects compromise on many important and 
controversial issues, and challenges the leaders on both sides of the aisle to achieve consensus 
under difficult circumstances. His critical that we continue to work together on a bipartisan 
basis to that end. 

I look forward to working with you to implement this historic Agreement. 
\ 

Sincerely, 

.c;..-"".... ---_......... 

Franklin D. Raines 
Director 

Identical Letter Sent to the Honorable Charles Rangel 



Addendum 

MedicarePlus 

The bill pennits beneficiaries to be locked into a MedicarePlus plan for as long as 9 
months, after a lengthy transition period. We continue to support the monthly disenrollment 
option as an important safety valve for managed care enrollees who are dissatisfied with their 
managed care plan. Moreover, we would support the ability of these enrollees to opt to purchase 
any Medigap plan of their choice upon disenrollment. 

We have expressed' concerns to the Subcommittee about balance billing limits in 
MedicarePlus plans and anticipate a resolution of this issue such that MedicarePlus beneficiaries 
maintain their current law managed care protections against excessive cost-sharing (including 
those prohibiting balance billing). 

Medigap Reforms 

The President's bill advanced a number of important Medigap refonns including annual 
open enrollment (as well as including infonnationabout Medigap plans in the annual open 
enrollment season infonnational materials), community rating, openenrollment for disabled and 
ESRD beneficiaries when they become entitled to Medicare, and po~bi1ity protections similar 
to tho~e enacted last year in HIP AA for the under 65 population. Many of these important . 
protections were also advanced by bipartisan bills including those sponsored by Representatives· 
Johnson and DingeU.· We urge your reconsideration of the merits of these proposals. They 
ensure that Medicare beneficiaries are able to purchase affordable Medigap policies to fill in the 
many areas not covered by Medicare. Medicare beneficiaries should be able to choose which 
Medigap plans to purchase, or MedicarePlus plans to enroll in, without artificial constraints. 

Survey and Certification User Fee Proposal 

The Subcommittee mark does not contain a provision allowing HCF A to require state 
survey agencies to impose fees on health care providers for initial surveys required as a condition 
ofparticipation in the Medicare program. This provision would authorize states to collect and 
retain fees from health care providers to cover the cost of initial surveys. Under the Bipartisan 
Budget Agreement, the discretionary funding level for HCF A Program Management assumes 
enactment of this mandatory, government receipt fee proposal. 

DSH Payments. 

We support the Subcommittee's proposal to freeze Medicare DSH adjustments for 
hospitals that serve a disproportionate share of low-income individUals; however, we are 
concerned that this proposal must be drafted to protect DSH hospitals, as was intended in the 
President's Budget proposal. In particular, the President's proposal freezes, for two years, the 
actual DSH adjustment. This ensures thatthe hospital's DSH mark-up (a hospita1:-specific 



percentage increase on all of the hospital's inpatient Medicare payments) will remain constant for 
the next two years while the Secretary ofHHS develops a new proposal for the DSH formula (a 
requirement that is also in your proposal). 

However, our reading of the Subcommittee's mark on the DSH freeze shows that the 
DSH adjllStment will not be frozen, but rather that the base payment amounts will be frozen for 
purposes ofDSH. This would not protect DSH hospitals that would face decreased funding as a 
result of SSI eligibility changes enacted as part ofwelfare reform. We recommend adoption of 
the President's language on the DSH freeze . 

. Medicare Secondary Payer (MSP) 

The Subcommittee's bill limits the time period that Medicare can recover mistaken 

primary payments from the primary insurer to three years. Unfortunately, because we must 

utilize information from tax returns which is then matched against information from the Social 

Security Administration, by the time we receive data it is already one year, and sometimes two 

years, old. We must .then match this information against Medicare files before a questionnaire 

can be sent to identified employers to determine ifa Medicare beneficiary (or their spouse) had 

coverage through the group health plan of an employer. Thus, a three year limit on when 

Medicare could recover mistaken payments would effectively mean that 11Q mistaken primary 

payments could be collected. 


Hospital Outpatient Department (OPD) Coinsurance Waiver 

While we support allowing hospitals to reduce coinsurance for beneficiaries without 

being charged with a kickback violation, we would urge the Committee to include language 

barring such hospitals from charging the Medicare program for bad debt for such waived 

coinsurance. We suggest that hospitals make an election with the Secretary where they choose 

on an across-the-board basis for all beneficiaries to waive coinsurance and consequently do not 

bill Medicare for the waived coinsurance. Spch a policy will permit proper monitoring on bad 

debt. 


The Administration package contains a proposal to eliminate physician and supplier 

mark-ups for covered Medicare drugs. We made this proposal to eliminate excessive Medicare 

payments -- Medicare often pays ·15 to 20 percent more than the physician's acquisition cost for 

the drug -- and to protect beneficiaries from excess charges. We appreciate the Committee's 

interest inthis issue, but we do not believe that the proposal goes far enough to eliminate. 

excessive Medicare payments and does not contain the beneficiary protections that we believe 

are essential. 
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.'.EXECUTIV.E OFFICE OF THE PRESIOENT 

OFFICE OF ,MANAGEMENT AND eUDGET 


WASM I NGTON,o. C. 2q503 


THE DIRECTOR 

July 2, 1991 

The Honorable John R. Kasich 

Chairman 

Committee on the Budget, 


, U.S. House ofRepresentatives 

Washington. D.C. 20515 


Dear Mr. Chainnan: 
. , 

As the Conferees begin to 'consider this year"s budget reconciliation biIl, I am writing to 
transmit the Administration's views on the House and senate versions ofthe spending bill on 
reconciliation, H.R. 2015. The Adtriinistration willseparately trBnSIIlitits views on the tax 
proVlSlons. 

We are pl~ed that the House and Senate adopted many provisions that are consistent, 
with the Bipartisan Budget Agreement,. reflecting the cont4tuing bipartisan cooperation that we 
,will need to fully hnplement the agreement and balance the budget. In several areas. however~ the 
House and Senate bilIs violate the agreement. In other areas outside the scope ofthe agreement, 
we have very strong concerns about the reported provisions. We have raised a number ofthese 
issues in letters to you and to the authorizing committee chairmen and ranking members 
throughout House and Senate consideration ofthe separate reconciliation spending bills. 

On the pages that follow. we have outlined. noteworthy provisions ofthe House and 
: Senate bills 'With which we agree. others that we believe ~olate the budget agreement,. and still 

others about which we have concerns. 

We expect and 'Will insi~thatthe final budget legiSlation conform to the budget . 
agreement. In addition. we look forward to working With you.to craft a final conference report' 
that is free ofobjecti9nable provisions, resolves the other'majorpoIicy differences between ~ , 
and balances the budget by 2002 in a way that we can anlle,proud' of.,We hope to meet,that goal 
before the August ~. ' . . 
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We look forward,to working with you. 

Sincerely> 

. Franklin D. Raines 
. 'Director 

Enclosure 

cc: Senate Conferees 
House Committee Chairmen and Ranking Members 

. Identical letter sent to Honorable Pete V. Domenie~ 


Honorable John M. Spratt Jr., and Honorable Frank R Lautenberg 
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THE ADMINISTRATION'S DETAILED VIEWs: 

. THE HOUSE AND SENATE RECONCILIATION BILLS ON.SPENDING 

Medicare 

We applaud the Hoqse and Senate for reporting bills that largely conform to the 
underlying principles ofthe budget agreement. Both bills achieve the necessary leveJ ofMedicare 
savings - although we still await final scoring ofthe Senate provisions from the Congressional . 
Budget Office (CBO) - and would extend the life ofthe Hospital Insurance Trust FUnd by at least 
10 years.; provide structural reforms that will give beneficiaries more informed choices among . . 
competing health plans; establish prospective payment systems for home health agencies, skilled . 
nursing facilities; and hospital outpatient ·departments; incorporate prudent purchasing refonns; 
and provide the funds to establish a wide array ofccist--effective preventive benefits. including 
mammography and colorecta1 screenirig. We look for-vard to workiDg with your staffs on the 
many technical issues related to ensuring that these provisions are implemented correctly. 

We are plciis~ that the Senate has included provisions in its bill to require managed care 
and fee-for-service demonstrations ofMedicare reimbursement to.the Departments ofDefense 
(DOD) and Veterans Affairs - a concept known 'as Medicare subvention. We are encouraged 
that these provisions are sirrular to our own Medicare subvention legislation,. which we 
transmitted tQ Congress on February 7, 1997. We look forward to workirig vvith the Conferees to 
devel9P a biII that addresses Administration concerns about the fee-for-Service and· payment rate 

. components ofthe DOD demonstration. .. .~;" . 
. . . 

Notwithstanding these achieVements. both the House Ways and Means and Senate bills . 
contain a provision that we believe is inconsistent with the budget agreement. During our ' 
negotiations over the agreement, we discussed at great length the reallocation ofhome health 
expenditures to Medicare Part B. All sides cJ~ly understood that the reallocation would be 
immediate. Both bills. however, phase in the reallocation, which Costs two years ofsolvency in· 
the Part A trust fund - two years that we can ill afford toJose. We urge the Conferees to . 

. . incorporate the provisions itt the House Conunerce Committee title oftbe House bill, reallocating 
home health spending·Consi~ent with the budget agreeItient. ' . 

The Administration bas sigruficam concerns with'other provisions ofthe two bills,. . 
. ' concerns that we urge the Conferees to address.. .' 

.. I ' 
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Beneficiary Contributions to a Balanced Budget.: We worked very hard. during thebudgef 
'negotiations to set a benefiCiary contribution to, a balan~ budget that was Wr and equitable -- : 
applying the Part B premium. over several years. to the home heaIth reallocation and maintaining ,". ," \
the Part B pr~m equal to 25 percent ofprograIn costS.' Other provisions ofthe Senate bill, 
however~would go beyond the budget agreement and~oduce new, iDadequately,deve1oped ' 

, proposals. ',' , , 

• ,RaIsing the Medicare Eligibility Age. The S~e bill iaises the eligibility age for: " : 
Medicare from 65 to 61 over a period:ofyears. ~sing the eligibiJitY age is not necessarY to' 

, balance the budge~Jmd consideration. ofthis policy Should 'be pari: ofa bipartisan process to 
address the long-term financing challenges mcing Medicare. Moreover. early retirees between 
65 and·67 may not be able to: obtain affordable iilsunmce in the priva~ market. The '.,' " . 
Administration is concemedabout'theiPotential loss ofcoverage for any American, 'and we , . 
urge the Conferees to drop, the provision as part ofthis bilL ' 

: .' Imposing Home Health Copo/melitS. The'Senate bill would impose aPartB home' , 
health copaymcmt ofS5 per vIsit, capped at an amou:dt·equal to the a.n.nual hoSpital deductible. " 
Most hoinehealth'users who laCk Medigap or Medicaid prQtections are poor and will'face .... 

. . ' financi~ burdens that may result in reduCed'aCcesstoneeded care. 'lJtose beneficiaries who' 
.. have Medigap or Medicaid will have no real incentive to reduce utilization. We do not need " .. 
, to impose a home health copayto balance the budget; and any fUrther consideration ofthis' 

Policy should be part ofa bipartisan pr;oceSs to . address .the loog.;.t.ern1financirig ch3lleDgeS 
facing Medicare. We urge the Confer~ to drop, this provision as ~ ofthis bill,. . . 

.. Income-reit"ting the Part BPremium. 'ne"Senate bill would income--relate the 
Medic&-e Part Bpremium. While wec;to not oppOse inoome--reIating Mediqare in principle, 
we have a number ofconcerns about this proposal. FirSt,· we do not need income--related , 
beneficiary contributions to Medicare to balance the budget. Seoon~ we have serious, > .,' 

concerns about how'an income.re1ated:premium;WiII·beadmitiistered~ Administration'by·the·· 
, Department ofHealth and HUman SerVic:es (EllS), which has no access to individual .' . 

beneficiary income data, , would b.eimpractical and yery expensive, and we have previously 
said that only the TreaSury Department could administer such a policy in the short run. 
Moreover, the adminisi.ering agency Would.require substaritial Bdditional resources to 
undeftake this new responsibility. Fmauy~ webeIieye'thai. this provision, which completely 
eIimina~'any Part B premium subsidy fot: the highest..income beneficiaries;, could 1e3.d these :., 

.bene£iciariesto drop Medica,re coverage. thus ieavingpoorer,typically less healthylJ', . : ' , 
'beneficiaries in the Medicare ·risk: poOl arid thereby increasing their pr~uIns. While we have ' 
serious concerns.abQut thisproposaI as ~ we,remain interested in disC;ussin.8 it, or 
proposal$like '~in the broader,c:ont~ ofrefonns to address the long-terin financing and 

". structuralchaIlengeS facing th~ prograin. . ' . ' 
" : . 

'.' 
" 

"" , 
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Threat to Beneficiary Protections .. The Administration strongly supports the 

. introduction ofnew·options for Medicare beneficiaries in both the fee-for-service and 

. managed care secto~. We also believe, however~ that any new options must both provide 

value beyond that offered by the traditional MediCare program and include beneficiary 
protections: The Senate bill includes several provisions that violate th~ principleS;. and we 
urge the Conferees to drop them. . 

The first proVision allows beneficiaries to choose a' so-c:alled "private fee-for-service" 
option under the Medicare Choice program. We are concerned that private fee-for-service 
plans in Medicare Choice represent bad policy, panicularly given the fact that these plaps will . 
be subject to no balance billing or quality protections. We are also concerned that this option 
Will attract primarily healthy and wealthy beneficiaries and leave sicker and poorer·' , . 

. beneficiaries in the more expens.i~ traditional Medicare program. ~ addition, it could. 

disproportionately attract rural beneficiaries ifthe feW providers in their area choose to leave 

traditional Medicare and form private fee-for';serviceplanS. 


,. , 

The second provision wou1d allow physicians 1:0 obtain private contracts from 
beneficiaries whereby the beneficiary would, agree jo pay whateVer the physician charged 0.e., 
waive balance billing limits) and agree not,to Su1?mit a bill to or collect anything from . 
Medicare. The beneficiary would be totally ,reSponsible for out-of-pOCket expenses for the 
physician's entire bill. even thougJ:rthe service would be coyered by Medicare ifthe bill were 
submitted to Medicare. As a result. we are concerned that private agreements could become 
licenses for physicians to coerCe beneficiaries,'exposing beneficiaries to unlimited liability and 
making meaningless -the Medicare coverage they have paid for. ' 

The third prOvision would allow Durable MedicaIEquipment (DME) suppliers to bill 
Medicare beneficiaries for amounts beyond cost-sharing for "upgraded" DME items, wbile 
still accepting 8ssi~ent. Beneficiaries already havethe option ofchoosing upgraded DME . 
i.mder cu1Tent law. We are concerned t~ this new option undermines limitS on beneficiaries' 
out-of-pocket payments and, as a result. could pemlit suppliers to take advantage of 
beneficiaries..· . . 

Medical Sayings.Acoounts. We believe that any demonstration ofthis concept should 
be limited in order to minimize potential damage and costs to Medicare. We commend the 
Senatefoc limiting the demonstration to 1OO~OOO participants, but we believe a sucCessful 
demonstration could' be structured with fewer participants. In any case. we want this 
demonstration to belas small 8s poSSible: We also commend the Seoa.t.e for limiting 
cost-sharing and deductibles to amounts -enacted Wider the Health Insurance Portability and ' 
Accountability AI;t '(iDPAA). But, we still prefer ageogmphica1ly-~ted demoD.stra1ion that 

. applies current law limits on balance bil)ing to protect~.b~eficiaries from additional provider '. 
charges. We urge tQe Conferees to limit this demonSiation IRlIlleriCally (within the nuti1bers 
outlined above) and geographically for a trial period (tWo States foc~ years» enabling us 
to design the demonstration to answer key policy.queStions. 

" .3.. 
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Preventive Benefits. We are pleased that the preventive benefits in the House arid 
Senate bills are largely the same as thQSe in the President's budget. Unlike the budget, 
however, the House and Senate bills 40 not Waive all cost sharing (coinsurance and 
deducti~les) for marnmograms~ Research shows that copayments hinder women from fully 
taking advantage ofthis benefit. We urge the ConfereeS to modliY the House and Senate' 
provisions to waive all cost sharing for mammograms. . 

Medigap. The President's budget advanced a number ofimportant Medigap reforms, 
mcluding arulual open enrollment, community ratin& ,initial open enrollment for disabled and 
kidney dialysis beneficiaries, and various portability provisions. We are disappointed that 
neither the House or Senate adopted certain ofthese reforms. The Senate bill took the largest 
strides toward these important reforms, providing for an initial open 'enrollment period for 
disabled beneficiaries and a trial period for managed care enrollees. We urge the Conferees to 
adopt at least the Senate provisions. and to fully consider the President's suggested additional 
reforms. ' 

Medica] Malpractice. The House bill includes malpractice provisions that are 
extraneouS to the budget agreement. The Admlnist~on has consistently made it clear that 
we find these provisions objectionable, and we urge the Conferees to delete them. 

froyider SpOnsored Organizations. Another step forward in both bills is their 
inclusion ofprovider sponsored organizations (PSOs) as Medicare options. We are 
concerned, however~ about the lack ofminimum pri~e enrollment requirements and aspects 
ofthe PSO definition, and we look forward to workirig with the Conferees on these issues. 

Managed Care Payments ..We agree that the current unjustifiable geographic variation 
. in payments to maniged care plans should be remedied as part ofthe reconciliation bill. We, 

prefer the House proposal, which mitigates the geographic variation in payments and 
m~tains the link to fee--for-service paymen~ along with an adjustment for adverse selection. 
Various payment provisions in the Senate bilI, some ofwhieh are individually justifiable, 

. together have a significant negative itripact on' areas with a high managed care enrollment and 
could lead to ahruptchanges in additioDaI benefits now provided to Medicare enrollees. The 

. Senateproposal also ties growth in managed care payments to growth in gross domestic 
product (GDP).W~ prefer a less disruptive paylnent proposal and one that ties growth in 
,payments to growthin fee--for-service Medicare. Linijtingmanaged care payment growth to 
GDP effe<;tively creates two growth rates for Medi~epaym~ leading to an erosipn ofthe 
value ofthe Medicate Choice benefit package and eXPosing beneficiaries to increaSed . 
preonums.. 

Manased, Cafe Risk Adjustment. The $enat~bi1J includes immediate implementation ' 
ofan untri~ «new enrollee" risk adjustment methodology that would be applied in an 
inequitable maruler (~xempting some plans) and that would be replaced by a different revised 

, 

4 




I D, PAGE:' 8/22 

, ' 

methodology two years later. We prefer to implement a managed care risk adjustment 
methodology once - and sooner. Therefore. we support the House provisions on risk 
adjustment, modified to authorize the colleCtIon ofhospital discharge data immediately and to 
authorize implementation of the risk adjustment methodology in ,2000. 

Medica.) EducatiorilI.}is,proportionate Share (pSm Carye=out. The President's 1998 
budget proposed to ,move medical education (mdireqt'anddirect) and'DSH adjustments out of 
managed care payment rates and redirect them to eligible hospn;als that provide'services to' 
Medicare managed we enrollees. This impo~ proposal wOuld ensure that the Nation's 
teaching hospitals and those that serve Jow.incortle populations receiVe the Medicare ' 
paym~ to which they are entitled. The Senate and the House Comrrierce Committee 
adopted these provisions, and' we urge the Conferees to adopt them as well. 

Managed Care'Enrollmt:!lt. We urge adoption ofthe Senate proVisions with regard to 
open enrollment. The House bill permits beneficiaries to be locked into a MedicarePlus plan 
for as long as nine months, after a lengthy transition period. We continue to support the 
monthly disenrollment option as an important safety valve for managed care enrollees who are 
dissatisfied with their managed care plan. 

;-,' 

Managed Care QUality. Both the House and ;Senate bills gom to ensure quality in 
Medicare managed ~e. The House bill, however, bas ail objectio~Ie provision allowing 
exterruil quality review requirements to be met through accreditation.! The House bill also 
contains a Similar provision·in its MediCaid title. We prefer maintaiiUrig a true requirement for 
external quality review to protect beneficiaries in this rapidIychanging marketplace, as the' 
Senate bill provides. 

Medicare Commission. Both the, senate and House bills would establish a Medicare 
commission. We believe strongly that a mutually agreeabl~ bipartisan process is essential to. 
successfully address the long-term ~cing cbalIenges facing Medicare. We look fotward to 
working -with you tei develop the best possible bipartiSan process to address those cballenges 
while simultaneOUsly ensuring the sound restnicturing ofMedicare to 'continue to provide 
high-quality care for our Nation's senior citizens. ,L 

:'i'; ~ , 

Qffice ofCoinpetitiQn~ The senate bill woulda-ea1e an Offi.ee ~fCOmpetition within 
HHS to administer competitive, pricing demonstrations. We believe this provision would 
'create unnecessary duplicati9l1 ofstaffand resources witbin HHS ~ become a potential 
SOU(Ce ofconfusion for Medicare bene1iciariesand plans. We are also concerned about 
certain aspects ofthe competitive pricing demonstratio~ and we look forward to woridng 
with the Conferees to ensure that the demonstration authority woUld lead to valid and 
verifiable results. 

5 
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Hospital Payment Systems, We have several.concerns with various House and Senate 

provisions relating to hospital payments, including: the Senate provision to move the hospital 

update to a calendar year basis while leaving all other changes to PPS payments on a :fiscal 

year basis, thus·reqUiring two sepai"a.te payment ruleS; the Senate provision on hospital 

transfers~ which does not include home health agencies and which we believe creates a strong, 

unjustified payment: bias to use home health seIVices for post acute care; and the Senate 

provision to provide large bonUs payments for certain PPS-exempt facilities. which cot,ild lead 

to a significant rediStn"bution offunds among PPS ·exentpt facilities. . . 


Medicare DitprOportiomite S1we Payments (PSH). We look forward to working 

with Congress to develop a new adjustment for hospitals that serve a diSproportionate share 

oflow-income individuals. We want to improve the Current adjustment to create a better , 

measure ofserVices; to 'indige~it populations so that we can ~er target DSH payments: But. 

we oppose any cut$:to the current DSH adjustment in the interim. We have proposed to 

freeze the adjustment for the next two years to ensure that Vulnerable hospitals' serving large 

numbers ofuninsured and under~insured patients are not burdened with excessive cuts. 


Medicare S¢rondaJY Payer rum, Both theHouse and Senate bills limit the time 

period for MSP recovery to three years after'the date ofservice. We urge the Comerees to 

adopt a five-year time J.imjt, consistent with the President's proposal. The IRSISSA'data 

match does not provide information in a timely enough manner to be able to recover 

overpayments within a three-year window. We also urge the Conferees to adopt our insurer 

reporting propos3.Isi ,.. 


Implementation Issues. We are concerned about how the full scope ofthe House and . • 
Senate provisions would affect HHS~administrative abilities aDd resources necessary to . 
implement them. We urge the Confereesto consideri~hanges in the effective dates ofthe 
provisions so they are .conSistent v.ith the funding leVels that the budget agreement provi4ed 

'to the Health Care Fmaricing Administration (FICFA). . 

l\ledicaid 

We conunend the House and Senate for reporting bills that confonnto mimy ofthe 
Medicaid reform principles ofthe budget agreement. Both achieve savings through lower 
disproportionate share hospital payments (DSH) and greater State flexibility. Both bills give 
States more flexibility to manage their Medicaid programs by repealing the Boren amendment, 
allowing managed Care without Federal waivers, and'¢liminating unnecessary administrative 

,requirements. We also commend the Senate for including managed Care quality standards that , 
are consistent with ~e President's consumer pro'tectiPn framework. . " , 

f if.: 

Neverthe1~s. the House ~d Senate bills CC?~ provisions that are inconsistent with 

the budget agreement. ' ' . , 


6 
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First. the budget agreement includes a proviSi,O~ to (estore Medicaid f~r ~ent ' ' 
disabledcbildren losing Supplemental Security incOme (SS1) ~ ofthe new, mor~ strict 
definition ofchildhood eligibility. The Senate bill does not include this proposal. The House 
bill allows, but doeS not require, States to provide Medicaid benefits for about 30,000 children 
who could lose their health care coverage in fiscal 1998. We strongly urge the Conferees to ' 
confonnto the budget agreement by including the provision from the President'$ budget that, 

, wouid guarantee Coverage to these children, and allocate the necessary funds for this purpose. 

" Second, the budget agreement includes a 70 percent Fedend matching payment for 
'Medicaid in the District ofColumbia. :We are pleased that the Senate bill includes a higher 
matching payment, but we are concenled that it is not sufficient; it sunsets at the end offiscaI 
2000 and is 10 percentage points lower than the 70 percent that th~ budget agreement called 
for. A 60 percent matching rate would still leave the District paying a higher share ofits 

, Medicaid progfam than any other local government. We urge the Conferees to include the 
provision from the agreeIDent. ' ' ' 

, , 

The budget agreement also includes adjustments for the Medicaid programs in Puerto 
Rico and the territories. We are pleased that the Senate includes adjustments for those 
programs, but we would prefer that the Conferees include the language in the :i>resident's 
1998 budget. 

The Administration has sigiUfieant concerns with otheLHouse and Senate provisions 

that we urge the Conferees to address. , 


Assistance for Low-Income Medicare Beneficiaries. The Senate bill includes $1.S 
billion in premium assistance for low.fucome beneficiaries through a MediCare block gtaritto 
States. The House provides $1:5 billion to expand eligibility to ,Medicaid but does so, in part, 
through an administratively complex formula subsidizing,only a portion ofthe Part B , 
premium. We prefer a simpler approach that would firuince the cost ofthe full Part B 
premiwn through Medicaid. In addition, we 'object to the Senate provision that sunsets this 

, assistance in 2002; lbw-ineome senior citizenS will still need this assistance after that date. 

Medicaid Cost Sharing. 'The Senate bill wouidaIlow States to require limited cost 
sharing foroptionalbenefits. We are pleased that a Senate amendment would bar States from 
imposing cost sharing on children wtder18 in families With incomes below ISO,percent of, 
poverty. But, we ate still colicemed that the bill maY,compromise beneficiary ~ to 
quality Care. Low-income elderly and disabled MediCaid beneficiaries may forgo needed 
services ifthey carmOt afford the copayments.~' 

'Pispropom6nateSbare Hospitals ~A1locatiQntQ Stites. We have conc;ems about the 
House and Senate ailoeations and levels 'ofDSH paYment reductions among States. As in the 
DSH policy ofthe 1.993 budget reconciliation bill "this years policy should address past " 
abuses Vlithout cau~g undue hardship on any State. , We are seriously concerned, however, 

~ , ' 
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that the House and Sena~e bills ~y have ~tended distributional effects among States. We 
. urge the Conferees to adopt the President's 1998 budget proposal» which takes an equal 
percentage off ofStates» total DSH spending up to an "upper Iim.it,'" ensuring that States with 
the highest DSH spending do not bear most ofthe Unpact. 

Disproportionate Share Hospitals -Targeting to Hos.t>ita1s.. The Hou~ bill does not 
retarget DSH ·funds. The Senate bill would require States to develop DSH targeting p~ 
but it does not include a Federal PSH targeting stan~cl. .~we have said previously»'we ,. 
believe that significant DSH savings should be linked to a Federal standard for targeting the . 
,remaining DSH funds to needy hospitals. WIthout such standards, providers 'With , 
high':volume Medicaid and low-income utilization may not be sufficiently protected from DSH 
reductions. .. 

In addition, the House bill would require States to make DSH payments directly to 
qualifying hospita1~ and would not allow States to mike DSH payments through capitation 
payments to managed care organizations. The Senate bill does not include this provision. We 

I urge the COnferees to adopt the House provision, ensuIing that all eligible hospitals receive a 
·Federal DSH payment regardless oftheir contract.. or lack ofa con~ with a particular . 
HM:O., 

§1115 Extensions and'Pronder Tax WaiVer.lthe House and Senate bills would 
, extend expiring §1115 Medicaid waivers. The Senate would deem approved §i 1 IS waivers' . 
....vithout regard to whethef they will increase spending. In addition, the Senate bill would 
deem provider taxes as approved for one State .. We have serious concerns about these 
provisions and would like to work with the Conferees to addresS the underlying pr091ems. 

RetllmtO Work. ' . We are pleased that the Senate b~ would allow States·to allow 
workers with disabilities to buy into MCclicaid. But w~Urge the Conferees to adopt the 
version ofthis proposal from thePresident's 1998 budget, whICh would.notlimit eligibilityfor 
this program to people whose earnin~ are below 250 percent ofpoverty. We believetbat 
the Senate-proposed limit would not give States enough fJexJ.oility to remove disincentives to 

. work for people with disabilities. . t:· 

Q:irninal Penalties for Asset Divestiture. ' 'TheiSeriate bill would amerad section 217 'of 
the Health Insu,rance and Portability and Accountability Act 1996 (EDPAA) to provide 
sanctions against th6se who help people to dispose ofassets in o~der to qu.aIi£Y for Medicaid 
We prefer to repealSecrlon 217 because we believe that the Medicaid. laws in effect before 
HIPAA are sufficient to protect Medicaid·against inappropriate asset diveStiture. 

, Manasement Infonnmip~ The ~4ent's; ~998 budget include4 a major reduction iII 
unnecessary adJ;niniStrat:ive burdens onthe States, bU! ensured that States Coiled: sufficient, , 
mrormation to effecfrveIymanage their Medic:aid pro'Ps. The House' approach woUld 
require States to sh~~ that their Stat~esigned ~meet outcome-based, performance 

" . ,f" " ' . . 
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'. standards and would perinitthe'eolleeti6n arid;ailal%isofperson-based' dati.. The Senate;did 

not include this proVision. We'urge~e Conferees to ~opt the House provision: . 


. ' Alaska l'MAPChange. The S~te bill would increase Alaska's Federal Medical· 
Assistance Percentage (FMAP) above;the level ofthe current I~w fomiula. While we have 
consistently Supported efforts to examine alternatives to the current Medicaid matching 
structure, we believe that changing tll(~ FMAP for Alaska aloneis unwarranted 'and;do'es not' 
address the underlying inequities in the current system... ' ., 

.......

,Children's Health 

, ; 

. We are pleased that the children's health initiativ~ is m: both the HoUse and Seriate 
bills. In fact, the Sen.atebill goes beyond the S16:biIlion tliatthe budget a!i~ent provides, 
adding another $8 billion, which is apo'rtiotl of-the rev~ue from a 20-cent increase in the " 
tobacco tax. . 

We support a20-cent increase in the tobacco tID'""":'" we' agree that it complements the • 
budgetagreernent ~an~we endorse theidea ofusing all of-the revenues niisecI by Such an 
increase.for initiativesthat focus on the needs ofchildren and health. We urge the Conferees' 
to' invest all of these funds wisely in order to ensure meanmgfui Coverage for millions of 
uninsured children. In additioIl, we especially~support 'thc~Senate proviSions for benefit~ and : 
cOSt sharing. . .'. . 

-, .; 

. , NotwithstandIng these 'achieverrients.we have Seri~us conCerns about the following' . 
" House and Seriate provisions. which \"C ufgethe Coriferees to address. . .' 

. ,. , .' ,~ 

"~ :' , 

Sunset OfTobacco Tax ReYenUe for: ChiJdrenbSHealth. ,Although we Comnlend the' . 
Senate for supporting the use ofthe tobaccOt8X' for children's health., we urge the Conferees ' 


. to continue this fundirigafier 2002: A 'sudden drop in funding in 2003 would cause many of •. 


. the newly-insur~ children to lose theii!i.'coyerage.· . ,.. 


. Meaningful Benefits COst SharingtOJreciSernces. The budget :agreerilent ~ for, . ' .. 
the children's health investrrient to go for h~~ insufanceC9verage: ThUs, we.suppOrt the 
Senate's definition 'ofbeitefits and its limits on cost sharing, the l3.ttec ofwhich will ensme that .' 

, low-income children do not shoulder uni'ealisticaIlY high costs that 'Could lead to reduced. '.' 
access to neooed .health care.' We do ~OfSUPPort the direct services,op~on ofthe House bill , ' 
because we are con¢eined that a·State couldsperi.d811 ofits money on one benefit or to offset ' 
the effects ofthe DSH cuts on certain hospitals., andJbat children would not be assured', ' 
appropriate coveraga InOurvlew, thiS proyisionddeg not fuIfiIl the, commitment ofthe '. .', 
budget agreement to proVide "up to fiVe million additional children with health insurance by , ';',',' 
2002.'" . 

..... , 
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Funding Structurs:. We support the straightforward funding ~re ofthe House 
bill. But its propo~ for different matching mes for Medicaid' and the grant option could , 
di$cowage states ~om choosing Medicaid. We believe Medicaid is a cost-effective approach 
to covering low-incOme chlldren. and we suppon using the Same matching rates for both 
options. In addition, we· support the House provision that .8iv~ States the flexibility to 'spend 
their grant money <inMedicai~ a graiit pro~ or a combination ofthe two. The Senate bill 
requires States to choose between Medicaid and a gqmt option. ' 

Eligibility. The Senate bill includes a ceiling of200 percent ofpoverty. We agree that ' 
the funds should first go for insurance covecagefor 19w-ineome uninsured children, but we 
believe income ceilings would limit States'llexibility!to design programs that best fit their' 
needs. 	 " . 

Use ofFund's. We want'to enSure that the inVestment in children's health goes to 
cover children who currently JaCk insurance. rather than replace ex:isting public or private 
funds for children's ,health insurance. ,Thus, we support a strong maintenance ofeffort ' 
provision and the·prolubition on using provider taxes and donations to fund the State share of 

, the program. In addition, we want to; ensure that the funds are used in the most cost-effective 
maImer to provide Coverageto as many children as possible. Therefore, we do not support 
provisions that allow States to pay for fiu:nily coverage or pay the employee's share of . 
employer sponsored insurance. " 

Expansion of the "Byde Amendment'" 

Both the House and Senate bills would expand ,the Hyde Amendment prolu'bitions on 
Medicaid payment for abortion services to include spending ontheehiIdren' s health,initiative, 
artd to codify these t>rol.ubitions inpenMnent law. This proVision could deny access ~o 
abortion services to ,poor wornen ~ the extent that· States choose to use the children"s health 
funding to offer fimilly Coverage, as the House bill would permit. As we have repeatedly said, 
we do not support limiting access to xnedically necessary: beneflts,including abOrtion serviceS. 

In additio~ the Senate bill~ritains a provision,that r~efines the term'"medically 
necessary services" in the context ofIDanaged care sanctions to eXclude abortion services 
except under certairi circumstances. We oppose'this'~empt to further constrain the , 
availability ofabortion services through this provisio~ and we strongly urge the ConfereeS not 

'. 	 to begin writing into the Medicaid law permanent, reStrictive definitions ofwhat are . ' 
"medically necessary" services':'" an issue that is more appropriate1y decided by health 
professionals. . .~ : , .. 

; .. 
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Multiple Employer Welfare Arraogements (MEWAs) 

. ,The House bill allows for Muitiple E.mployer Welfare A.rnmgements (MEWAs) by . 
including _gefrom'H.R. 1515, the "Expansion of Portability and Health Insurance 
Coverage Act 6f 1997," while the Senate bill includes no sUch provisions. We strongly 

, oppose includin~ provisions from H.R. '1515 because the bill has fuadequate consumer . 
protections and :c.ould lead to premium inCreases for small businesses and employees who 
may bear the burden of adverse selection. H.R. 1515 would transfer the regulation of a 
large health inslbnce market awayfrom'the States by preempting State laws under the 
Employee Ret:ir6nent Income Security Act ("ERISA-). This far-reaching proposal 
demands much kreater analysis and discussion. We also oppose the provision ofthe Hous~ 
and Senate b~s that would allow a religious fraternal benefit society plan to establish a 
Medicare Choices plan; it would set' a'precedem for allowing association health plans (such as 
those alIowedurlder the House MEWA language) to become Medicare Choice providers., 

Continued SSI alld Medicaid Benefits for Legal Immigranu ' 
I .,' 

, We are ~leaSed with several provisions in theHouse and Senate bills. Both bills would 
grandfather immigrants who were receiving SSI benefits as ofAugust 22. 1996. as the 
President indicat~d he would support in a June 20 letter to Budget Committee Chairman 
Kasich and Ranl&gMember Spratt. Both bills also extend the exemption period from five to 
seven years for tefugees. asylees, and those who are not deported because they would likely 
face persecution baCk: bome~ 

~ We are pl~ that the Senat~ bill, wbich reStores S51 and Medic8id eIigibili1:y for all 
legal u:umgrantslwhoaie or become disabled and who ~tered the U.S. prior to ~ 23, ::, 
1996,unplement;s the. ~udget agreement. The HOU5e'bill, however, does not. It fails to fully' , 
restore SSI'and Medicaid benefits for all legal immigrants wJto are or become disabled and . 
who ~ntered. the ju:S.~rior to August 23~ 1996. As 11l~ President stated in his June 201ett~. 
he will notstgnI~slation that does nQt Include the policy, as the budget agreement calls for.' . 
that protects d.iJble<;:l immigrants. Compared to the budget agreement,. the House bill would . 
'protecl75.000 f~er immigrants by 2002. 'We strongly urge the Conferees to adopt the, 
. Senate approachl' . . . . .' '. ' 

, I " '. ,; . " . 
'. In8dditiqn, ifresourceS are available,we'urge ~ Conferees to support several other 
Senate provisio~ 'Pte Senate bill restores Medicaid cOverage for future immigrant children; 

. provides SSI and, :Medicaid to immigrants who are too disabled to satisfy. the requirements 
to .natuI3lize; ana p~vides the same exemption ~od for Amerasian and Cuban ·Haitian " 
immigxants as fqr refugees. We look forward to working With you on these matters.. . 

fl-·. f 
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~dditional Work Slots for Individuals'Subject to the Food stamp Time Limits 

. . . The budL. ~ent includ"; $1.5 l)illionii. addmonalFood Stamp funding to 
encourage work and giv~ States the flexibility toex:einpt individuals from Food sUunp t,ime 

.limits due to hafdship. The agreement specifically states that existing Food ,Stamp: 
Employment ana Tnwllng funds will ~e redirected and new capped mandatory funding added 

I . '. 

"to create additional work slots for individUals 'subject to the~me lirriits," and it provides $1 
billion for thisp4rPose. . '".' .' ..,. . ' .' . ..''I . '. . . .. . '. . . 
. . We app~eciate that the House. ;and Senate bills would lmpl~ment the 15 percent 

hardship exemption, consiStent with the agreement; But, we are .concerned that both bills ' 

. create significimpy fewer job opportunities than the ~ve-year target of350.000 slots - 70,000 . 


a year - that the negotiators discussed. We are particularly concerned about the House bill, . 
. I' . . . . .' '. . . 
which would create'lOO,OOO fewer slots th~Ilthe President's proposal and about 40~OOO fewer.' ,I' '. . . 
than the Senate approaCh over five years.' The House; bill also does not reflect the agreement I 

.beCa,use it does ~ottatget the funding .to workslo~ for individ~s facing the time limits. We. . .• 
belieye the final bill Should follow the .Senate. approach in targeting funds to work slots' that .. ' . 
meet the welfarJ'.reform law's tough requirements for Food'Stamp recipients;,andestablishing 

. penormancestahdards to reward.StatestMt create additional work opportunities. We urge 
the Conferees td follow the Senate approach, with the House maintenance ofeffort 'provision, 
to make it fully tonsiStentwith the budget agreement. ,.' , . . . '. '. . 

" .. :1 . ' .. 

Welfare to Work 

. .: .. we·8re.Jl~ed that the House an<i Senate bills would' address many 'ofour priorities" ..' . 
for the we1fare-tb-work,program to some degr~ including: the provision offormula grant 

, funds to. States Based on poverty and.adult weIfaie reCipients; a su~State allocation ofthe 
formula 'grants tb ensUre'targeting.on areas ofgreateStileed; appropriate flexibility for . 

I • . .• '. .' 

.grant~ t<;> use the funds for a broad ¥f3.Y ofactivities that offer the promise ofpermanent. . 
placement in u~b~dized jobs; some pmds awarded on a cpmpetitive ba:siS; and a substantial 

, .. set-aside for evaluation. Wf!look forward to wo~gwith the Conferees to refine these 
.' . . 

.' proVISIOns. . . ". 

. .. .""'. We continue to beco~cemed. however. about several. priority issues. In some cases" . 
emIy one Chainbbr has.~equateiy addfessed ourconcems; in others, neither has.· 'The issti~·. 

. I ...,' .

that concern us the most are highlighted below, and ,We urge the a,nferees to address them. 

. ',. I.amerinl ~lfar&.~Wo~ Funding to Citid,. andC~~Mth Large Poye!\Y ...• 
Populations. The chall.enge ofwelfare reform - m0'4hg welfare recipients into permanent, , 

':. ',unsubsidized emploYment';'" Will be greateSt in large. Urban celters, especially those with the 
.. 'higheSt number ofadUltS· in poverty. Recognizing tijs f~ ·the budget agreement p~ovided 
. that funds be'anbcaied and targeted to areas with high poverty and unemployment. While 
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both the HQuse and Senate billsincluci,e formulas to'target funds to these areas to ,some 
,degree, ofthe ~,proVisions in conferen~ the Ways and Means provision ofthe House bill 
bestaccomplishb this goal through itS division offunds betwe:eD formula (SO percent) 8nd ' 

, competitive (SO Ipercent); its fonnula grant sub-State allocation factors and method of 
administration; 'fIld its reserving of65' percent ofcompetitive grants for cities with Jarge 
poveny populations. We urge the Conferees to adopt the Ways and Means proposal. 

Local pl~ Administration. The budg~ agreement provided not only that,' 
, we1fare-to-wodd funds be targeted to high-poverty and high unemployment areas, but that a 
, share of them sri to cities and counties .. We strongly believe that cities and other local areas " 

should manage Jsubstantial amount ofall we1fare..to:.work funds. These entities can most 
effectively mov910ng.;.tetm w~~ients into lasting ~bsidked ~p!oyment that cuts 
or ends dependency. Recogruzmg this:£act, the House proVJS1ons use ex:lStlng structures to 
help accomplish rgoal. We urge the Conferees to adopt these provisions . 

.F~deraJ Admimsering Agency. Both bills, would require consistency with Federa) 
TANF strategieS and focus resources on achieving the goal ofmoving lot;Jg-tenn welfare 
recipients into laking jobs. We agree V/ith the need for consistency and with the goal; and we' 
believe we can Iriost.effectively achieve it ifwe closely,align welf3re-to-work'activities with . 

I ' . , 

the workforce development system that the Secretary ofLabor oversees. Thus, we believe 
the Secret.aly sh6u1d administer this program in consWtation with the Secretaries ofHHS and 
HUD, as includea in titles V and IX ortheHouse bill. ..' , 


I
 . . PerfQrrnan~ Fund. Weare pleased that the Senate reco~ the value ofa . 
performance bo~usconcept. The Senate performance·approach, however. simply augments 
the existing T ANF perfonnance fund in '2003, With no link tQ. the performance that welfare-to
work funds achiJve. We want to work with the Conferees to develop an effective mechanism 
to provide need~ incenti~es and rewards for placing more ofthe hardest-to-servein lasting , 
unsubsidizedjobs that promote self-sufficiency. A possible approach could include requiring. 
the Govemors td use a share oftheir discretionary funds. to reward high-achieving welfare-to-, . 
work programs. 

.,1' 

, Qimibq,tiQn·ofFunds by Year.:The House ptovid~ for a tWo-year progrinn,.with $1.5 . 
billion in 1998 arid lit 1999. The Senate bill provides:for a three-~ progtarn. We want to . 
work with the c6nferees to ensure that the final bill.ihc1udes an outlay pattern consistent.'With . I ., . 

an estimate ofzero outlays in fiscal 2002, as the budget agreement calls for. Congress could 

modifY the Senatb proposal. for instanQe. by requiring that no resources are sPent after fiscal 
2001. i ,. .' 

\ ' 
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Minimum Wage and Workfare 

. t . 
We applaud the Senate for not modifYing current law with respect to applying the 

minim~~wageland'other worker protectio~ for workingw~ recipients under :ANF. 
The muumum 'fage and ~elfare work reqw.rem~·propoSals m the House--passed bill were 
not part ofthe budget agreement and, had they come up' in the negotiations. we would have 
strongly oppoJei them. We.believe stronglyth~·everyone who can work must work, and . 
everyone whot-oiks should earn at least the minimum wage and receive the protections of 
existing employment laws - regardless ofwhether they are con$g offwelfaie.. 

. As a resk we continue to have serious ~ that ~welfare recipients wOuld 
not enjoy the st1.tusof employees under the House bill and, thus" would not reCeive worker 
protections.' Although the House bill moves ~ow8rd ensuring that welfare recipients in work 
experience and bominu~ty service reCeive the minimum wage.. it fails to provide an effective. . 
enforcement mJchanism. AlsO" while the House billeontains some protections against . 
cli.scriinination ~d threats to health and safety, we believe that its limited grievance 
procedures are inadequate to ensure welfare recipients receive the same protectio~ as regum 
employees. and Iregular employees receive protectionagainst displacement. In addition, the. .' 
AdminiStration strongly believes that we must retain the welfare law"s strictemph~ison work 
and oppose pro~sions tQ permit States to Count additional time spent in activities such as job 
search .toward the work requirements. . . 

. . We urgl the Conferees to .do~ the ~ position on the minimum wage. which 
makes no chanies to current law, and to. extend the Senate provisions on grievance 
procedures and ~orker protections to all working welfare recipients under TANF. 

" 
.. Non:-Displacement '." .' ..' . . . 

. '. .' While J~ support the·Senate provisio~ that include worker displacement language . 
from H.R. 13851 (the '~ouse-passed job ~~refo~ bill), w: ~ge the <:Onferees to apply.. 
these enhanced non-d1Splacement protections to all.welfare reaplents mOVIng from welfare to 
work,. as the Hduse'does, not just to welfure-to-wolk funds. In addition, we urge the . .' 
Conferees to ~theHouse provision that ensures, that the Federal Government.will not 
pre-empt State bon..displacenient laws that provide greater worker protections than Federal 
law. I . 

.Unemployment ~urance . . .... ,,' .' . 

. . We are ~leaSed that the House and Senate haVe included the Unemployment Trust 
Fund cellingadjUstment and special distnoution to. th~ States that were part ofthe budget 

. ; . L'" . 
agreement. . ii;:' 

:; '~~'; 
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TheHouse bill alsQ includes the provision oithe agreement that achieves $763 million 
in mandatory S3.Fgs over five years by authorizing an increase in discretionary spending fo~ 
unemployment insurance "progriun integrity" activities of$89, million in 1998 and $467' . 
million over fiv~ years. We urge the cOnferees to adopt the House language ..In addition, we' 
are seeking bu~et processPfovi~ons to allow for discretionary funding for theSe activities 
and the resulting savings. ' . . . . . , 

I 	 ' 
7' ' 

Repeal ofMain.tenance ofEffort Requirement on State Supplementation of SSI Benefits
.'". ' 

I . "." . . 

. We are~leased that the senate bill does not repeal the maintenance ofeffon . 
requirement on State supplementation ofSSI benefits~ We strongly oppOse the House .' 
provision,.whic~ would let States sigOific:ant1y Cut, or even eliminate, benefits to'nearly 2.8 
million poor eldJriy, disabled, and blind perSOns. cOl)gress inStituted the maintenance of . 
effort requiremcltt in the mid-l970s to prevent, Stat~ from effectively transfening Federal 
benefit increases Ifrom SSI recipients to Sta~etreasuries. The House proposal al~.could put 
at risk low-income elderly and disabled individuals. who could lose SSI entirely and possibly 
then lose Medidid coverage .. We opposed this proposal during last year's welfure reform .I ' 	 . . ,
debate, and we ~e the Conferees to follow the Senate approach and not repeal the State 
maintenance of~ffort requirement for State supplementation ofSSI ben¢its. . 	 . . 

Spectrum 
. . . 

We ruPPCj>rt anumber ofthesp~-related:provisionSin the Senate and House bills.. 
We believe, how~ver, that th~ Senate bill is more conSist~ with the goals and targets in the 

. budget agreemertt and we urge the Confereesto use.It as the basis for conference .' 

negotiations .. SP¢cmca1ly, the Senate bill provides for reimbursmg Federal agencies for the 

costs ofre1oca.tirlg to new spectrum bands,. so that the Federal Communications Commission 

(FCC) can aucti6n, for Commercial.use. the spectrum that they are now using. This key 

provision is ess~ to prevent agencies froIll making future multi..billion dollar requests for 

additional discretioriary funding. . ..'. . . 


• 	 .. We have ~ Significant con~~ both biDs. F.rst, they fall over $6 hillli,n short 
ofthe savings tatgets ofthe budget agreement. They both .tail to includ~ two proposals that 
the agreementsPbci£ie.s - the auc;Uon of "vaDity" toll-free telephone'nu~ (which would. 
raise $0.7 billion) arid the speCtrum fee (which would raise $2 billion). In additio~ neither bill 

.. contains a firm cikefor tenninating analog broadCas6ng (as the budget agreement assumed), 
which reduced ilie CBO'·s scoring ofthe House bill By $2.9billio~ and ofthe Senate bill by' 
$3.4 billion. AnY, delay in retUrning analog broa.d~ spectrum will Jikelyimpedetherapid 

. bWld-out ofd~ technology, delay job creation anet eonsumerbenefits, and reduce revenues 
from spectrum atictions. We urge the Conferees ~ ~nform. the final bill to these provisions .

I .. 	 . " . 
ofthe budget agr;~eri.t. 	 . 
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, We alsq r~uest,that the Conferees delete th¢House language that specifies spectrum 
bands and bandWidth for reallocatio~ repeals the FCC's fee retention authority; waives the 
duopoly/newsp~per:c~oss-ownership 'rules; and accelerates payments from the universal 
service fund. llhese provisions conflict With good telecommunications policy, and with sound 
and efficient sp~m management policy. We also urge the Conferees to amend the oVCrly 
expansive definition of"public safety" ofthe bills; to delete mandated minimum bid 
requirements; ahd to include provisions that would authorize the FCC (I) to revoke and' 
reassign licensJ when an entity declares bankruptcy"and (2) to use econoJ;1lic mechanisms ' 
(such as user feb), other than auctions. ' We support)enate provisions requiring the FCC to 
explain its ratiohaIe ifit 'cannot accommodate reto~users in commercial spectrum and to 

, consult with thJ seCretary ofCommerce and the Attorney General on assigning new spectrum ,
,I , 

made available for public safety. 

TANF Transfers to Title XX 

, We opplse the HouSe provision to allow States to ~i~ert TANF 'funds away from 
welfare-to-worJJ: efforts to other Title XX social service activities. The Senate bill includes no 
.such provision. IThe budget agreement did n~t address making changes in the Title XX 
, transfers provisions; and we strongly urge the Conferees to drop these provisions. ,

I' , ,'.', , 
. ruEd I .' • TANF .' " V ucation m,' ' . 'ocation " 

. We are L~ed with the Ho~ and ~.provisions on vocational edUcation in 
, TANF.The HObsebill includes two sets ofprovisions - one from the Ways and Means ' 

Committee, the bther from the Education and Worlcforce Committee - which narrow the base 
, ofeligible recipibts; against which the cap on vocational ~ucatiori applies. The Ways and ,

I . ,
Means Committre excluded t~ parents in school from the cap. and set the cap at 30 perc;ent 
ofthe natrower base, The Senate bill maintains the existing base" but removes teen parents . 
who attend schdol from the 20 percent cap on vocational education. The budget agreement 
did not address ~anges in TANF work requirements; regarding vocational education and 
educational services for teen parents, and we urge the (Anferees to drop these provisions, , 

State SSI Administration Fees, ' 

The Hoi Bill includes a proviSio~ co~with the budget agreem~ to raise the 
fees that theFederaI Government charges States for: administering their State supplemental 
SSI paymentsarld to make the increaSe available, subject to appropriations, for SSA " 
administrative e~. 'This proposal would collect about $380 million over five years, to be 
spent upon recei~t tOr this purpose. 'The Senate bill doeS not reflect this provision ofthe 
budget agreemen~ ftd evidently 8.SSUI!les th3.tthe Appropriatio1lS Conunittee will impl~ent 
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, , 

" the proposal. T:he 8.greement, however, anticip~ed revenue from this proposal over the full' .. 
~ve years and, las part.of the rec:>~ciliation biD,.C?ngress Should raise the fees and make the 

_, rna-eased reveyue available, subject to appropnatlons: Consequently, we urge the Conferees 
to adopt the House provision. 

i 

Housing 

We arejpleased that the House and Senate bills include provisions to produce savings 
by reforming tlfe FHA Assignment program andmalcing appropriate reductions tq Section 8 
annual adjustment factors; ,We are concem~ however, about two additional provisions of 
the Senate bill. 

'. The Seriate bill would not· transfonn FHAmultffiunily housing restruCturing in tpe 
most effici~ ~ve fashion. By ruling out'the possibility ofportable tenant-based 
assistan~ the bill would limit tenants' ability to find the best avaitabiehousing and prevent 
projects from ,dbveloping a more diVerse .rux ofincome levels.. By establishing a preference, 
for delegating ~estructuring tasks to housing nnance agencies, the ,bill places an,unnecessary 
consti'afut on HUDfs ability ~o design the most effective partJiersrups. Finally. since Congress' 

. ~d not addresslux issues exJ?~citJ~. tt:e Senate bill ~ not resolve impediments that could 
discourage owners from partlClpanng m a restructunng process. ' . . . " ',I ' . ' .' 

We opppse the indusion, in the recOnciliation 'bill, of~on 2203 ofthe Senate bill, 
which repeals Federal preferences for low-income or disadvantaged individuals for the Section 
8 tenant-based Ltd project.;based'programs. We have supported sucb repeals only ifthey , . 
come with incohte ~geting,Jhat would replace the Federal preferences. That targeting would 
~e: {l)::Iu~tlthetenant-based program Coptiriues:,~~ ~o~ serve extremely low jncome 
fam.ili~ with mcomes below 30 percent ofthe area median mcom~ and (2) that all· 
developments iIi the projea-based program are aocesSible to it reasonable number of 
extremely low-ihcome families. We are working with Congress on this issue in the broader 
context ofseptpublic housing re(orm legislation' " 

Privatization ofWelfare Programs' ,.,' : 

'. The HoLbill would allow for privatizing eligibllityand ~Ument det~on 
functions in Meaicaid and Food Stamps. While ~ program functions, such as computer 
systems, can no~ be contracted out to private entities,. the certifi~on ofeugjb~ for , 
benefits and ~;operetions (such as obtaining an~ verifying infonm,tton about income and 
other eligibility f3ct?rs) should remain public ~cticrPS. Thus, we strongly oppose the House , 
provision, and we urge the Conferees to drop It.'· " . 
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Student Loans: " 

.. ... We":" bleased that both biIIs billinclude $1,8 billion in outlay savings, including $1 
billion in FedenU reserves recalled from guaranty agencies, 5160 million from an end to the fee 
paid to instituti6ns in the Direct Loan program, andS603 million in reduced Federal student 
loan administra#ve Costs. All ofthese provisions are consistent with the.budget agreemen~ 
and the savings 'are achieved without raising costs on, or reducing benefits to, students .and 
their families. 

, Bu~ we iOPPOse a provision in both bills, unrelated to the budget 8.greement, requiring 
administr8.tive chst allowances (ACAs) to guaranty agencies in theF~eral Family Education 
Loan (FEEL) p+gram at a rate of .85%'ofnew loan volume - paid from mandatory funding 
authorized under Section 458 ofthe Higher Education AI::t of1965 (HEA) from 1998 to 

I 
2000. nus proVisioq would create a new FederaIentitlemen~ and it would inappropriately 
limit the funds a~ailable to the Secretary to effeCtively inanage the FFEL Program. Any· 
allowance to thck:agencies should bear some relationship to ~e costs these agencies incur, 
and should not lk based on anarbitraiy formula. This is an issue more appropriately left for 
the Higher Edudation Act" (HEA) reauthorization. ' ' . 

We stro~y·Prefer the House Imiguage for cutting student loan administrative costs. 
I " 

It specifies that the Education Department may use administrative funds authorized under 
~on 458 ofthe BEAto operate the FFEL progiam and~Direct Loan program. Under 
the Senate lang$.ge~ the Secrewy would lack adeq~ funds to administer theFFEL . I . , . 
program effecti~ely.: '. '. " 

'. 'I ,.,.. " ,.., . 
We also oppose a House provision that would stipulate that an 18.S percent guaranty 

agency retentionlallowance on default cOllections that result from defuuIted loans reentering 
repayment throu~]o&t consolidation: This provision, now specified in regulation and letters 
as ~'up to" 18.S ~cen~ would cOdifY this share at lS.5'percent without regard to the actual 
expenses that th~ gUaranty agencies incur. This issUe also should be resolved in the upcoming 
FlEA reauthoriz:Jtion. ' 

Smith-Hughes 

, We are please<t'that the House'billwould repbI the Smith-Hughes Act of1917 and is 
, consistent with the budget agreement.: TheSeitate bill does not include such a provision, 
although it finds dte'agreed-upon $29 million savin~'from the student loan programs. In light 
ofthe $1.2 billiob annual appropriation under the Cad D. Perkins V~olla1 and Applied 
Technology Edubanon' Act, we see no justification fdr 57 million in,ma.nd.atory spending a 
year under Smith-Hughes. We ~rge the Confereestd adopt,the House provision. : 
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Budget Process ; . .' , .' .' ' '. . .' . . . : . . . 
I 
 , . . 


. On budget process. the House and Senate bills gen~y follow the budget agreement. 
. We appreciate the provisions to extend the discretionary caps to 2002 at'the levels in the , 

agreement, to b-~ a firewall between defense and non-defense'spending for .1998-99. to 
provide an adj~ent for international arrears and ~or an IMP quota increase and the New 
Arrangements to Borrow. and to othen.vise extend and update the Budget Enforcement Act 
along the lines bfthe bUdget agreerilt;':Iit. . . '. . 

. . . In soml resp~ howevir"the House or'S~e bills are not fully consistent with the 
. budget agreemrt.l?o.rinstance,·both bills provide that only net deficit increases in the prior 
year, rather thaD both mcreases and' d~ woula count under the paygo "lookback" 
procedure~ In !addition,. the House bill is inconsistent With the agreement (and with the Senate 
bilI) with regard to <~paygo" requirements. .' " 

In Oth~ respec(S, the bills include'provisions about which we have serious, CODc:erru< 
For instance, tlle House bill does not provide for the transportation reserve funds that the . 
budget resolutibn eStablished for highways, Amtrak and transit. A1so, one or both ofthe . 

. House and Senke bills do not incIud~ Several techniCal Changes to fully extend the. Budget 
Enforcement Act. These changes include abudget authoritY .allowance for technical ' 
estimating diffet-ences between CBOand OMB; as current law provides; a reseivefundfor 

I . _ ," . 

unemployment integrity to cany out ~emandatory savings ofthe agreement; and a techDicaI . 
change to the 'e¥stirig Continuing Disability Reviews~(C])R) adjustment to account for the 
conversion ofobligation limitations to budget authority. In addition, the House bill would 

. require a cumb~rsome notification procedure for the , detalled scoring ofeach paygo or 
appropriations bill. . . , 
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