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LRM ID: CBI25 S . ; :
' . EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
' Washington, D.C. 20503-0001 '
Friday, July 11, 1997
5 S LEGISLATIVE REFERRAL MEMORANDUM
TO: : | Legrslatwe Liaison Officer - See Distribution below . o .
‘ FROM: - | .o M F%rsgren‘}(\ormm:rector for Leglslatwe Reference ‘.
~OMB CONTACT: - . Collin Brown I . . . '
PHONE. (202}395 7562 FAX: {202!395'6148
SUBJECT: DEFENSE Report on $224 To permit certsin benehc«anes to enroll in the .
L FEHB program 2 o : o
DEADLINE: } me Wednesday. July 16, 1997

In accordance with OMB Circular A- 19 OMB requests the views of your agency on the above

subject before advising on its relationship to the program of-the President. Please advise us |f this

item will affect direct spending or recelpts for purposes of the “Pay-As-You-Go" provisions of Title
~ Xtll of the Omnibus Budget Reconciliation Act of 1990.

COMMENTS: VAttac'hed is a.DOD report to the Commitiee on Armed Services. This report.
addresses S. 224; a bill to permit covered beneficiaries under the muhtary heaith care systam who
- are also entitled to Medicare 10 enrol! in the- FEHB progrdm S
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52-HHS - Sondra S. Wallace - (202} 680-7760 , : E
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117 and 340-TRANSPORTATION - Tom. Hcrhhy - {202) 366- 4687 -

25- COMMERCE Mtchaei A Leviu - §202) 482- 31 51
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LRM ID: CBIi2§ SUBJECT DEFENSE Repon on $224 To perrmt certain bene{ccranes 10 enreu in the
FEHB program _ .

LEGISLATIVE REFERRAL -
MEMORANDUM

M your Eesponse to this roguest for viows Is short {e.g., concurlno commaent), we prefer that you respond by -
e-mall or by faxing us this response shset. If the response is short and you preter to call, plsass cail the
branch-wids line shown bolow [NOT the analyst’s line) 1o leave 8 messege wuh a leglsiatwa assistant.

You may also respond by:
{1) caliing the analystlauorney s dlrect line {you will be connocted 10 vo!co mall If the analyst does not
answar); or .
{2) sending us- 8 memo o latter
Plaase Include the LRM numbaer shown above, and the sub‘act shown below

TO: .. Collin Brown Il Phone: 395.7562 Fax: 395.6148
Otfice of Management and Budget ’
Branch-Wide Line (to reach lagislative assistant): 395.7362

e —————— % = A2 11 06 2 ok 1 7 W o

FROM: : e (Dato)

(Namo)

(Aigency) '

. {Telephene)

The follawlngl# uielr'a‘bonse of our aganﬁy 10.your tequost for views on the aboge~captl<§ned;subjacl: '
— Coqcur |
. No Objoction
No Ce:ﬁm‘enl"

See proposed odits on pages _

[OREAS e

Other:

‘FAX RETURN of pages, attached to this reponse sheet
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Honorable Strom Thurmond -

- Chatrman, Comunittee on Armed Services:
United States Scnate

Washmgton. DC 205 10

- Deaer Chairman:

, Thxs is in response to your request for thc views of the Dcpanmcnt of Defense on
S. 224, 105th Congress. a bill “to'amend Title 10, United States Code, to permit covered
beneficiaries under the military health care system who arc also entitled to Medicare to
enrojl in~ the Federa! Employee's'Hca]th Bencfit program; and for other purposes.”

The Department of Dcfense 0pposes S. 224. We belicve that the legislation could
add significant costs to the Department. Further, this bill would have the effect of
. shifting resources away from military health services system activities that aomplcmcnt
B readmzss, wtuch is the pnmzry rmssxon of the military medxcal program.

N S 224 directs the Secretary of Defense 10 enter into ag agrecroent with the .
- Director of the Office of Personnel Management (OPM) 1o offer militery medical cligible
- beneficiaries the opportunity to enrnll in the Federal Employees Health Benefits program
(FEHBP). A person enrolled would not be eligible to receive care in the facilitiessof
" uniformed services or through the Civilian Health and Medical Program of the Uniformed
Services, or the TRICARE program. Eligible covered beneficiaries would include ‘
members and former members of the uniformed services, any dependents of the member,
and those who are or become entitlad to hospital insurapce benefits under part A of title
XVIIL of the Social Security Act (42 USC 1395c, et seq.), known as Medicarc Part A.
The administering Secretary converued would be responsiblc for the government's share -
“of the FEHBP premium, &s determined by OPM. The enrolled covered bemeficiary would
be responsible for the beneficiary share of the FEHBP premium. OPM would operate '
scparate risk pools for enrolled covered heneficiaries until such time as the Director of
'OPM determines that inclusion of enrolled covered beneficiaries would not advascly
aftect tedu-al employees of annuiwnts covered by FLIIBY. o

» The Depmmznx opposes ﬁns leglslauon because it could have & sxgniﬁcam
negative impact on the Department’s health care delivery program. The provisions of the

bill do not support medical readiness, which is the primary mission of military medicine.
Unlike TRICARE, conversion of uilitary bealth care to FEHBP shifts searce DoD health

care resources away from activities that complement readiness and toward a PrOgIRI that
will function sepamc and apart from the mmta.ry medical system,
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. The cost to the Depiutment in torms of additionsl ouﬂsyx could be extremely high.
While not possible to estimate participution and dotailed estimates given the time allotted
for this letter, it should be pointed out that the Congisssional Budges Office (CBO), in its

- July 1995 roport, Restmrhmng Military Medical Care,” described its analysis of

.. altematives tu the current operstion of the Military Health Services System. The CBO
report’s le&:ip&] altamuve for delivery of health henefits wés {o enroll mulitary

-heneficiaties in the FEHBP, and CBO proparcd detailed estimates of the eosts to the
goverrunent of such & program. In bnei; CBO [vund that tho total cost 1'the government
- of aprogrum to insure NaD eligibles ia the FEHBP could vost as much at $7.3 billion

. (Includes Wie ndditional cost to Madicare) which represents JoD participation in premiums
at the 72 percem level. Contained within this estimate, ase approximately 1.2 miilion
Medicare eligible beneficiaries, who vould cost the Depantment 32.3 to §2.9 bx(hon, COSIS
Wh:ch canhm he offset apywhere in the p.rusem faleral budget. ,

As u dzcmauve the Deprtment bel:c»es that military medicine shiould remsin in
the military treatment fuuility, supported by the managed care support contracior thivugh
the TRICARE program. This altexsmtive prosorves military medical readiness by cnsunng'
our m:htary providers are prawmng as part of il medical readiness pmgmm

. The Department also befieves the most viable option for mpiuving access for the
‘populatior. ellgible fur care in military facilities and in Medicare lies n envolling snilitary
Medicare bepeficiarics ip milivu y facilitics, with the Department recefving capitation

- payments from Medicare. The Depanment lizs reached agreement with the Department of
- ITealth and Human Services on the elements of a Militety Medicare Managed Care
demonstislion projoct to test this concept, and has proposed Jegislution to suthorize such

a project. The Depaunest is commutted to improving access to our Medicare<cligible
‘heneficiaries and believes the best uethod to do so is by strengthening the linkage between
the Medicare program and the Deicnse Health Program through a Military Medma.re
Mmmgcd Carc Prog.tam i

The Office of Management nnd Budget advises. that from the mndpaun uf the
Administration’s program, there is no objection to the presentation of this repoxt for
wns:deratxcﬂ of the commiltee, : .

Since%alv.

cc: :
Honorable Carl Levin
‘Ragking Democrat

Xk TOTQI PAGKTERT SRS
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To mnend: title-10, United States Code, to permit covered beneficiaries under
the ‘military henlth carc system who are also entitled 1o medicare to
enroll in the ]"cdt*ral Employees Health B(,ncﬁtq program; and for oumr
purposes.

IN THE SENATE OF THE UNITED STATES
o . JANUARY 28, 1997 |

Mr WARNER introduced the following bill; which was read twice and referred
to the Cornmittee on Armed Services : : :

A BILL

To amend title 10, United ‘States Code, to permit covered
beneficiaries under the ~militaw health care system who
are also entitled to medicare to enroll in the Federal
Employees Health Bcneﬁts progrdm, and for other pur'
poses. ‘

1 'Bé'it enacted by the Senale and House of chmsenia,- :
2 tives of the United States of America in Cong?css assembled,




JL-14-1987 12:41 T0:204 - C. JENNINGS  FROM:DADE, J.

Jouh

\°°°-J',¢\U\>Amt§

VNN NN W - A \
a\m#vwmw“éG..;:‘aE‘GK~GS$8

2

SECTION 1, ) mcmsmN OF ‘MEhICARE ELIG:BLE COVERED |

BENEFICIARIES IN FEDERAL EMT’LOYEES
HLALTH BENFFITS PROGRAM.

\(Va) 'FEHBP OPTION -—(1) Chapter 55 of title 10

United States Code is amended by msertmg after seetion -

1079a the foBowmg new: seetxon

ey 1079b Health care coverage through Federal Em-

-ployees Health Beneﬁts prog'ram o
“(a) FLHBP OrMoN.—~(1) The Secrctary of De-

fense (after (,onsultmg \m’rh the other admnnstermg Sec-

retanes) and the Director of the Ofﬁce of ;Pcrsmmel Man-
agement shall cntei i:nto‘ an agréeinent. 1o offer eligible cov-
ered benéficiaries an dﬁpbrtuz;itly to enroll in a hea]tim ben-
efits plan offered through the Federal Employee Health
Benefits program 11ﬁder chapter 89 of ﬁﬂe 5. The agree-
ment may provide for limitations 051 enrollment of éovercd

beneficiaries in the Federal -‘Employec Health Benefits

‘program if the Dircetor. determines that the I‘imiuitiyons‘ ‘

are necessary to allow for adequate planning for access

‘ for services urider Féderal Employee Health Beneﬁts“pf‘d'-.

grom. o

- Y2) A‘pérson ‘covered byan eﬁrb‘llment inv d health
beneﬁts'plau undér paragréph- ,(‘1) is' not éljgible {o réceive
care under this chapter in facilities of the unifo‘rméd serv-
ices or thrmighrhe ‘(;ivilian Health and Medical Prc;g;'raﬁx
of the Umformed Services or the TRICARE program

o8 224 IS
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“(b) ELiciBLE COVERED BENEFICIARIES.—A cov-

ered beneficiary réferred 1o in subsection (a) is a member

or former member of the uniformed services ‘described in
section 1074(b) of this title, or any dependent of the mem-

ber described in section 1076(b)-of this title; who is or

‘becomes entitled to }‘iospit'dﬂiimurance bé‘ﬁef ts wnder part “
.'A of ‘utle XVIII of the Social Secumty Act, (42' U S.C.

13950 ct seq) The covered beneficiary shall not be re-

qmrcd to satisfy any eligibility cn’bema specified in chapter

-89 of title 5 as a condition for enrollment in a healf h bene— |

fits plan offer ed through the Federal Emp}oyee Health
Beneﬁts program pursuam to Qubqec*hon (a).

“(e) CONTRIBUTION.S.-—-(I) In the case .of c§ve’red
beneficiaries 'descfibed in subsection .(b) whd éxiroll mn va
bealth beneﬁts plan offered through the Federal I]mployee

Heallh Beneﬁrs pr ogram pursuant to subsection (' ), the‘

administering Secretary concerned shall be responslbla for

Government contributibns ﬂiaf thé Ofﬁce of Personnel

Mzmagcmcnt determines are neeessaw 1o cover al] coq‘rx

‘in excess of beneficiary contrxbutxons under paragraph (2)

“(2) The contmbutmn required from an enrolled cov-

ered beneﬁcxaw shall be equal 10 the amount that would

“be withheld £r0m the pay of a snm}en-]y sxtuabed Federal

employee who enrons in a health beueﬁts ‘plan under chap-

ter 89 of utle 5.

*5 224 18
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“(d) MANA(.I*I\!II*N'I"OI' PARI‘ICII’AIION-—l‘hC an-

thority responsxble for appxovmg rehwd or mlamer pay -

or equivalent pa\r m_the case of a meémber or former niem-

ber shall manage the paxtmxpatxon of the meinber or

formar member, and dependents of the member ox former .

member, who enroll in a health b'engzﬁts‘ plan offered
through the Federal Employee Health Benefits p}'dgram_
pursuant 1;0‘ su‘bsection (a). The Ofﬁce of Personnel Man-
agement shall maintain separate risk -pools for envolled
covered beneﬁ’cia‘ries until such time as the Director of the

Office of Personnel Management determines that complete

incelusion of enrolled covered ‘beneficiariés under chapter

89 of title 5 would not adverse]y affect Federal employees
and anmu’mnts em'o]]ed n heal] benefils plans unde
such chapter ‘

“(e) EFFECT OF CANLELLA?‘ION »—Thc C‘al)(,c,lldrlon

by a covered beneﬁcrary of coverage under the Federal .

IEmployee Hca th Beneﬁts program shall be irrevocable for

purposes of t 18 qecuon

“{(f) hFPORTING RLQUIRFMDNTS —Not. lat,er than

November 1 of each year, the Secrctary, of Defense and

the Director of the Office of Personnel Management shall |

jointly submit a report to Congress describing the provi-

sion of health care services to eovered beneficiaries under

-5 224 1S
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1 this scction during the preceding fiscal yéar.- The report

2 shall addr ess or contain the follomng

:_'3 ) The number of eovexod beuei’ iciaries en-
4 - rolled in henlth benefits plans offered throngh the
5 Federal Emplovec Health Beriefits pzogrdm Jnx\uf
6 ant to subse(,tlon (a), hmh n Lerm\ of Lot‘l number
7 and as a pereentage of all covered bcncflcmnes IG- E
8 ceiving hecalth caxe Lh}OIWI the hcalth care wsLem
9 of t}xe umfox med services. |
0 “(9) The cmt of~p<>c]\ct cost {0 enr oHcos mxdcr ‘
11 \ud hca )beneﬁts p]ans |
12 . “(3) The cost to Lhe Govemmcnt (mcludmg the
13 Depdrtment of Defex}§e, _t.he Depa.m;xem, of ’,l‘(ans—‘
14 pof’r.a"tibﬁ and the ‘De'vpartxﬁcm of Health ’.and
15 Human Sem(es) of prowdmg care undor auch
16 . health benefits plans. | 4 o
7 “(4) A (zomparison of 'Lhe"(to.sts determi{),e&
18 ‘under paragraphs 2) and (3) and the costs that .
19 would have otherwise been incurred by the Go;a’em—
20 . ment é.nd[cnrdllées under alternative héa]t.h care op~
'21. ‘tions available to t’hc~ad1ni"nist.ei~ing Secretaries. “
22~ B “(5) The effect of thié section on.the cv-,ost.,' ac- o o '
23 cesé,, ’and_ utilization rates of other health care op- - )
24 tions underthé, health {:ére'syst,em of the 11i1if£>r1%xed ; .
25 services.”. o o

o8 224 15
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1 . (2) The . dble of qectlons at the bcgummg of such

2 Vchapter is amcnded by mscmng after the item Ielatzng '

W

to aectzon 107‘)& the followmg new 1tem
“10?% Henlth eare cov erage thwugh Federal ¥ mplo:,'ccs Health Benefits pro-
: ~ gram.”. : «

4. (b) CONFORMING AMDNDMb ction 1072
s of txt e 10 Umted States Code 1s mnendod by addmg at

6 theend Lhe fol Jowing: |

7 “(7) The Ieun ‘TRICARE program means thc“ N

8 jjmaxmgc-;d heal‘ch care program that is .esl,abhs_he'd by

9 the Sccr%et,éq";)f,Defe)ls(? pn'd‘gf the authority of this -~ o
10 - cha‘pter', pringip'ally sécti‘o;il‘ 109_7 of fh_is .t.itle, aﬁ_d in- 3
11 cludes the cempétitive *selo(*fié»rx of coxixt.ract‘ors to fi-
12 nancmlly undem'nte the delivery of health care serv- ' |
13 ices under the Cm mn Health and Medwal Pr()grarrf 3
14 of the Umformed Services.” , '5 '
15 (@) Secuon 8905 of title Umtcd Stdim Code is '( %
16 a.mendcd—g | , ; §
17 o | (A) bv redemguatmg subsec*tlons (d) (e),‘ and, - '
]8   (f) as subeectmns (e) , and (g), espectwcly; and ,
19 - | (B) by msertmg after sub'%echon (c) the fo]low

; 20 ing ncw subsection (d) | 7 | 3
21 “(d) An mdmdua} whom the Secretary of Ijefense dé- - ‘ ; :
| 22 termines is an cahgxble covered beneﬁcmw nnder sub- | i

: 23 sechon (b) of secuon 10’?% of ht]e 10 may enroll m a

24 health benefits plan undel thls chaptor in ac oordance thh

S 224 18
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1 the agreement entered into under subsection (a) of such

2 section between the Seer am 4 and the Office and with ap-
3 plicable regulations under th]s (lmptm
4 (3) Section 8906 of mle 5 Umted St’ttcs Code,
5 amcnded——-— N
6 (A) in subsection (b)ék
7 (1) in paragraph (1), by stnking “para- , 3
8 graphs A(2) and (3)” and inserting in lieun there- ‘ -
9 of “paragraphs (2), (3), and (4)”; and ;
10 (11) by adding at the end the following new E
11 paragraph: - "
12 “/(4) In the case of individuals who enroll in a health

13 plan under section 8905(d) of this title, the Government,
14 contribution shall be determined under section 1079b(c)

15 of title 10.”; and

ST T e S g g ey

16 (B) in subsection (g)—

17 | (3) in paragraph (1), by striking “para-

18 . . graph (2)” -and inscrting in heu thereof “‘para-
A‘ 19 graphs (2) and (3)”; and
% 20 () by adding at the end the following new
{ 2i paragraph: |

22 “(8) The Government contribution described in sub;

23 scction (b)(4) for beneficiaries who enrol]l under section
24 8905(d) of this title shall be paid as provided in section
25 1079b(e) of title 10.”. |

-5 224 IS
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I (o) IMPLEMEN'l‘Af;HON.—-’I‘hc Sceretary of Defense -
2 shall offer the health benefits option under ‘rsect.icn
3 1079b(a) of title 10, United States Code (as added by sub-
4 section (a)), beginning not later‘ than Jan'uzﬁy 1, 1998.
©)

S 224 1S
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Anited States Senate

WASHINGTON, DC 20810

July 10, 1997

The President ;
The White House
Wasghington, D.C. 20500

Pear Mr. President:

We urge you to support the provigion m* the Senate version of the
Balanced Budget Act of 1997 that raises the eligibility age for Medicare from 65 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 cligibility for this program should reflect the length of
Americans’ lives, which have grown since 1965 far in excess of the modest increasc
proposed by the Senate.

The Administration raised three main concerns in its letter to Congress:
first, that the change should be part of a separate effort; second, that it is not needed
to balance the budget: and, third, that early retxrees between ages 65 and 67 could
become uninsured.

First, OMB Director Raines wrote in the létter that consideration of the
eligibility age should he “part of a hipartisan process to address the long-term
financing challenges facing Medicare.” We agree. The Senate’s action was precisely
that. The Finance Committee unanimously passed ‘a bill containing the eligibility
age increase, and the Scnate supported it on a 62-38 vote. Furthermore, while we
support the creation of a commission to study Medicare’s long-term future, a
presidential commissicn you appointed has already extensively studied this
proposal, and its chairman and vice-chairman identified this change as one of
several which need to be made. :

Second, the proposal produces enormous'savings. The Administration
has correctly insisted on the need to avoid an explosion in costs in the out-years of
the budget. This proposal helps achieve that goal.” The Bipartisan Commission on
Entitlement and Tax Reform estimated this change“;would. save $37 billion in 2030
alone. The change alao addresyes the Admxmstratxon s goal of making the budget

cnn/snns i ) 12700¢H08 N1 ; ITYVIV YNTWNIC WAV WWIC N1 FA_TIiN
1 ’ 1
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more fair to w’orkmg;t'jhxpay'crs,‘ since those in the work force now will benefit from
making the Medicsre systern more fair and sound. in the future.

Third, Mr. Raincs expressed the Administration’s concern \ that “early
retirees between 65 and 67 may not be able to obtain affordable insurance in the
private market.” As you know, the age will not reach 66 until 2008 and will not
reach 67 until 2026. The Administration’s concern can be addressed. We
recomunend you work with Congress to adopt legislation that would allow retirees
to buy in to Medicare at age 62, as well as private sector insurance market reforms
which would address the problems faced by early :etirees.

Given your eloquent calls for faimess to’ workmg families, who will
benefit from strengthening Medicare in the future/iand for long-term fiscal
regsponsibility, we hope you ‘will support this measure in conference.

Sincerely,

fAR/MOAT [2700040 AN v ""‘*' TIVUTIT YATHNIC WAY T WWir Nt

be_tr_1n
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THE HOSPITAL AND HEALTHSYSTEM ASSOCIATION OF PENNSYLVANIA
MASSACHUSETTS HOSPITAL ASSOCIATION .

NEW JERSEY HOSPITAL ASSOCIATION

TEXAS HOSPITAL ASSOCIATION =

CALIFORNIA HEALTHCARE ASSOCIATION

OHIO HOSPITAL ASSOCIATION

MISSOURI HOSPITAL ASSOCIATION

DELAWARE HEALTHCARE ASSOCIATION

MICHIGAN HEALTH & HOSPITAL ASSOCIATION

ILLINOIS HOSPITAL AND HEALTH SYSTEMS ASSOCIATION
NORTH CAROLINA HOSPITAL ASSOCIATION

Tuly 16, 1997

The Honorable William Jefferson Clinton
President of the United States

-The White House
1600 Permsylvania Avenue

Washington, D.C. 20500

Dear President Clinton:

We write 10 ask you for your continued advocacy for the d;u'cct payment of Medicare graduate medical education
(GME) and disproportionate share payments (DSH) to hospitals for Medicare beneficiaries enrolled in managed care.

- We appreciate your pational leadership on this issue and recognize it has becn crucial to the adoption of this

provision by the Senate and the House Comerce Comumnittee.

As the House-Senate conference commitiee meets to reconcile the Medicare provisions of the budget reconciliation
bill, we urge you to continue advocating for the carve-out of GME and DSH payments from Medicare managed care -
rates and the direct payment 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. growth of managed care, the direct payment of these funds will be absolutely critical to teachmg and DSH -
hospitals.

We, therefore, urge you to fight for full implementaﬁon of the entire carve-out provision, with the fastest possible '
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 stand firm in support of the carve-out and
. direct payment of these mission-related paymcms for direct graduate medical education, mdxrect medxcal education,
and disproportionate share.

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

Sincerely,

Daniel Sisto ~ ' Carolyn F. Scanlan - ' o Ronald M. Hollander
President ‘ Presldent and Chief Executive Officer President

HANYS .HAP MHA

Gary S. Carter, FACHE =~ - - ' " Terry Townsend, FACHE, CAE ~~ C. Duane Dauner
President and CEO 4 President/Chief Execunive Officer President

James R. Castle - « . CharlesL. Bowman . Joseph M. Letnmmchyn
"President ' B . President . ' President -

OHA - . MOHA | ‘DHA .

Spencer C. Johnson " KemnethC.Robbins ' C. Bdward McCauIcy
President : B President . President -

C MHHA ~ IHHSA o NCHA
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June 27, 1997

‘The Honorable Bill Clinton
The President

The White House
Washington, D.C. 20500

Dear Mr Pfesideﬁt;

Mr. President, we need presidential _leaderéhjp n déaling 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 veto 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 call on 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. L

"The budget bill is not the place to radically alter core components of the Medicare program.
The Senate changed thirty years of Medicare policy in three days. We need your strong
leadership, we need bipartisan cooperation, and we need a vigorous national dlscussmn before
making changes to Medicare.

The Senate bill would create a means test for Medicare premiums. Seniors could have to pay
four times more in premiums starting next year." The 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 imposes a new $5 per visit copayment on senior citizens who
use home health care. We must ensure that Medicare remams affordable, accessible, .
undeniable, and umversal :

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.
Smcerely,

jm* 2 //}7 /@
Barbara A. Mlkulskl :
United States Senate

' WORLD TRADE CENTER, SUITE 253 60 WEST STREET, SUITE 202 9658 BALTIMORE A_VENUE, SUITE 208 94 WEST WASHINGTON STREET - SUITE 1E, BUILDING B
401 €. PRATT STREET ANNAPOLIS, MD 21401-2448 COLLEGE PARK, MD 20740-1346 ’ HAGERSTOWN, MD 21740 1201 PEMBERTON DRIVE
BALTIMORE, MD 21202-3039 (410) 263-1805 (301) 345-5517 , (301) 797-2826 SALISBURY, MD 21801-2403
(410) 962-4510° : ' (410) 546-7711
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Pﬁvsie Sector Accredjtation Bodies Supports House Langusge

The nation’s !eadmg independent health carc sccrediting orgammtwns support the
proviﬁion in both Houss reconcilistion bills providing the HHS Secretary with the
discretionary authority to deem Medicare Plug/Cholec organizations in compliance if
accredited by an approved organization using standurds po less stringent than those in -
__f_c_dg;g_l_m Privale scctor accreditation provides a comprchensive and definitive
evaluation of an organivation's actual performance of those key functions that are
essential to produce good outcomes of care.

Pres¢rve External Review — Just Don’t Reserve it for PROs

The House language preserves “external revicw”, but its no longer reserved for the
govemment's Pecr Revicw Organizations (aka “TQROs™). Accreditation is extémal
eview, and the Tlouse language allows the ITHS Secretary to take full advantage of the
fact thal there is already considerable overlap betwecn our accreditation processes and the
activities pcrfonncd by the government’s PROVIQROs. The potenhal for even greater
duplication exists now that our acereditation processes are moving towards the routine
collection and incorporation of comparable performance data :

l;rivizte Seclor Accrcditation Maximizes Goverament Resources

The Housc language gwes the I-IHS Secretary authority to maxzmjzg ggvcgmeg;

resotirces and take full adva 8

gtgnal oversight, Thsse partnemh:ps wm free the fedcral gcvemme:nt to better focus its
resources on such issues as independent adjudication of grievance, appeal, and written
'oomplamts as well as the development, refinement, end auditing of consumer “report
ca.rds”

J‘oix;’t‘Commlséion- on the Accreditation National Committec for Quality
of Healtheare Organizations (JCAHO) Assurance (NCQA)

87-18-1997 @9: 39aM '
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July 3, 1997

The Honorble William M. Thomas
Chairman, Ways and Means Health Subcommittee
1136 Longworth House Office Building

~ Washingtop, D.C. 20515

Dear Chaitmen Thomas:

As the natlon s leading independent health care accrediting organizations, we are writing
to express our strong support for the provision in both House reconciliation bills that

‘would 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 drganization 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 definitive ¢valuation of an |

organization’s actual performance of those key functions that are essential to produce
good outcomes of care. - Providing the Secretary of HHS with the authority to take full
advantage 'of private sector accreditation is critical to ensuring that Medicare beneficiaries

receive hxgh quality care regardless of their choices among delivery organizations. The

House language provides strong 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 resourceson
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 federal law. 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 of comparable performance data. The House language properly addresses
this issue by giving the Secretary of HHS authority to maximize government resources
and take full advantage of private sector accreditation. -




LS

Joint Commission

on decreditation of Healtheare Organivations

o 7/8/97
DEAR CHRIS;

The J bmt Comrmssmn and NCQA put together the followmg documents for
discussions dunng Reconciliation on the appropriate roles for accreditation and Peer
Review Organizations doing external review of managed care entities.

We are very concerned with the duplicative efforts of accreditation and PRO
review of managed care at a time when money is tight. At one level, there is the
consideration of the most effective expenditures from the Medicare Trust Fund on quality
oversight, and 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 constraints 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 sensible, cost-effective external
review program 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 thingsinow, and that the overlap will be rapidly exacerbated by the recent activities
of accreditors to routinely collect performance data. For example, the JCAHO now has a
mandatory requirement for collection of outcomes and other performance measurement
data from the managed care entities that we accredit. . '

We would like to ensure the maximum flexibility for the Secretary, DHHS to use
accreditors as long as accreditors live up to the Secretary’s expectations. Also, the
maximum use of accreditation will serve as an im’portant incentive for mcos to become
accredited - a worthwhile goal in - my opxmon given that fewer than 30% of meos eligible
for accrednanon have sought it.

NCQA and JCAHO thank you for your consideration. We understand that
consumer groups 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
202.955.5102. We appreciate your time. :

Margaret VanAmringe

One Renaissance Boulevard Member Organizations Amatican Dentai Association
Oakbravk Tereace, 1L 6018 American Gollege of Physiciuns American Hospital Aszesiation
708/N€-560¢ american Collegs o1 Surgeens American Medical Association




EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND B8UDGET
' 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 begins consideration of S. 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 amendment. 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
_immigrants 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 of savings 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 of quality 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 of administering 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 iaw by the
August recess.



Items Contrary to the Bipartisan Budget Agreement
Continued SSI and Medicaid Benefits for 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 of paramount importance.
As the letter states: “To achieve our common goal of a 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. o ‘

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

dssistance 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 of FY 2000 and
is 10 percentage points lower than the matching rate of 70 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 of home health expenditures to Part B, and all sides clearly understood that it would be
immediate. The Committee’s phase-in would cost two years of solvency on the Part A trust fund
-- tivo 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.



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 Soc1a1 Security Administration (SSA)
administrative expenses. .

Spectrum -- While the Senate reported provisions are a 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 termmatmg analog broadcasting, thus
causing sxgmﬁcant 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 (i.e., 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 féllowing items, the
Administration has significant concerns about them. The Administration urges the Senate 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 assurance
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 beneﬁmanes in the more expensive, traditional
Medicare program



Medical Savings Accounts. We beliéve 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 (HIPAA).

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 Health Copayments. 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. Imposing a home health copay 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 ﬁnancmg 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 of our inherent reasonableness and
‘competitive bidding proposals. However, we urge the Senate to take advantage of all the prudent
purchasing proposals. The Medicare program is governed by a strict set of provider payment
rules that have the effect of limiting the ability of the Federal government to secure the most
* comipetitive 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 advantagé 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 of concerns 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 of reducing
- unnecessary utilization of services because the vast majority of beneficiaries 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 reforms to address the long-term financing and structural challenges facing the
program.



Medicare Commission. The reported 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 rcstructurmg of the program to provide high-
quality care for our nation’s senior cmzcns

Medicare Choice Payments. We would prefer to limit the growth in Medlcare 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 off of 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 conceried 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 copayments only for HMO enrollees. This proposal would grant
States some flexibility and would allow HMOs to treat Medicaid enrollees in a manner smnlar to
non-Medxcmd enrollees, without compromising access to care.

Criminal Penalties for Asset Divestiture. The reported bill would amend Section 217 of
the HIPAA of 1996 to provide sanctions against those who assist people in disposing of assets 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 to protect 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.




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 of the $16 billion investment in areas other than insurance coverage. In
addition, we are pleased to note the improved definition of benefits relative to the House
Commerce Committee provisions. ‘

While the Senate-reported bill represents a positive step forward, we are particulaﬂy
concerned about the benefits definition and the lack of low 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 Cross/Blue 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, mcludmg abortion services. We look forward to working with the Congress to resolve
these important issues.

Welfare to Work

Local Program Administration -- The challenge of welfare reform -- moving welfare
recipients into permanent, unsubsidized employment -- will be greatest in our Nation’s large .
urban centers, especially those with the highest number of adults in poverty. Mayors and other
local elected officials, working with private industry councils, have been entrusted by Congress
with the responsibility for administration of other Federal job training funds. The Administration
strongly believes that a substantial amount of all Welfare to Work funds should be managed by
these entities, which have the experience to address most effectively the challenge of moving
long-term welfare recipients into lasting unsubs1d1zed employment that reduces or eliminates
dependency

* The committee reported bill, however, would provide for local administration of formula
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 reported bill provides that the competitive grant portion
would be only 25 percent of the total fund'é available, still further limiting resources for cities



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 50 percent and set aside a substantial portion of these funds for cities w1th 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 performance fund simply
augments the existing TANF performance fund without establishing any new expectations on
grantees for additional performance 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 greatest likelihood of success is through the Department of Labor, the mayors, and
the private industry council systém.

Federal Administering Agency. The reported bill would place the program under the
authority of the Secretary of Health and Human Services. While consistency with Federal _
TANTF 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 consultatlon with
the Secretaries of HHS and HUD (as in the House bill). .

ﬁon-disglac_:gmegt. We understand the Senate adopted non-displacement provisions
during committee action. However, we strongly urge the Senate to adopt, at a minimum, 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 TANF.

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 FY 2002, as provided in
the budget agreement. The Department of Labor 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 formula 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 permanent 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. :



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 of Health 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 of Texas -- including
Medicaid, WIC, and Food Stamps -- to be privatized. The Administration believes that changes
to current law would not be in the best interest of program beneficiaries and strongly opposes this
provision. While certain program functions, such as computer systems, can currently be
_contracted out to private entities, the certification of eligibility for benefits and related operations
(such as 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 each year. We are pleased that the 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 Adminis_tration 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



from mandatory funding authorized under Section 458 of the 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 formula. 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,

WM;
Franklin D. Raines
Director

- IDENTICAL LETTER SENT TO HONORABLE THOMAS A.DASCHLE,
HONORABLE PETE V. DOMENICI, HONORABLE FRANK LAUTENBERG



. Addendum: 1 Additional Comments

Housing

We are concerned that the bill's provisions regarding FHA multifamily housing
restructuring would not transform this housing in the most effective and efficient fashion. By
ruling out the possibility of providing portable tenant-based 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 HUD's ability to
design the most effective partnerships. Finally, by failing to address tax issues explicitly, 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 tenant-based and projéct-based:
" programs. The Administration has supported these repeals only 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 prmect—bascd program are accesmble 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 Ieglslatlve language on June 6th to lrnplement this prov1310n 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 the TANF work
requirements regarding vocational education and educational services for teen parents.

Smith-Hughes
The reported bill does not include a provision that would repezil the Smith-Hughes Act of
1917, although the bill finds the agreed-upon $29 million savings from other sources. In light of

the $1.2 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 w1th the Budget
Agrcement

V Refugee and Asylee Eligibility

The Agreement would extend the exemption period ﬁom 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 tlus policy and also
extends the exemption to Cuban and Haitian entrants.

Other Immigrant Pro visions

We urge the adoption of a 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 assoc1ated with the
Committee bill.

e
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND ABUDGET
' WASHINGTON, D.C. 20503

THE DIRECTOR

© June 6, 1997

The Honorable Bill Archer
Chairman

Committee on Ways and Means
U.S. House of Representatives
Washington, D.C. 205135

Deér 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

1econ01hatlon bill.

Overall the Administration finds much to support in the bill. It mcorporates many of the
proposals from the FY 1998 President’s Budget and is generally consistent with the Bipartisan
Budget Agreement. It proposes structural reforms that constrain growth, extends the life of the
Hospital Insurance Trust Fund for atleast a decade, and improves preventive care beneuts All

of these changes will help strengthen and modernize Medicare for the 21st ccntury

However, the Administration is concerned about a few of the Medicare provisions that
your Commiittee will consider, including the following: -

" Home Health Reallocation

As noted in my June § 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 shift on 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 of solvency 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



* 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 period, 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 Accountability Act (HIPAA). 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 thxs benefit.
Thus, we continue to support Walvmg copayments for mammograms.

- Medical Education/Disproportionate Sharc (DSH) Carve-out

The Administration’s budget would move the medical education (indirect and direct) and
DSH adjustments out of managed 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 of proposals to allow Medicare, the
nation’s largest health insurer, to also take advantage of lower rates providers offer to other
payers. We are pleased that one of these proposals (expansion of the “Centers of Excellence”
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 Medicare to be a more
prudent purchaser. We propose adopting practices that work in the private sector. We should let
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them work in the pubhc sector as well. These practlces can work well to save taxpayers money
and promote quahty

Children’s Health

I also want to underscore the terms of the Bipartisan Budget Agreement 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 of capped mandatory grants to States to finance

- health insurance coverage for uninsured children. No other use of’ these 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 provxde hi gh-quahty care for
our nation’s senior 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. It is cntlcal that we continue to work together on a bipartisan
basis to that end.

I look forward to working wiih you to implement this historic Agreement.

Sincerely,
W_;
Franklin D. Raines

Director

Identical Letter Sent to the Honorable Charles Rangel
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Addendum

MedicarePlus

The bill permits 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 disenroliment.

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 reforms including annual
open enrollment (as well as including information about Medigap plans in the annual open
enrollment season informational materials), community rating, open enrollment for disabled and
ESRD beneficiaries when they become entitled to Medicare, and portability protections similar
to those enacted last year in HIPAA for the under 65 population. Many of these important -

* protections were also advanced by bipartisan bills including those sponsored by Representatives

Johnson and Dingell. We urge your reconsideration of the merits of these proposzls. They
ensure that Medicare beneficiaries are able to purchase affordable Medigap policies to fili 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 ahd Certification User Fee Proposal

The Subcommittee mark does not contain a provision allowing HCFA to require state
survey agencies to impose fees on health care providers for initial surveys required as a condition
of participation 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 HCFA 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 that the hospital’s DSH mark-up (a hospital-specific




" percentage increase on all of the hospital’s inpatient Medicare payments) will remain constant for

the next two years while the Secretary of HHS 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 adjustment will not be frozen, but rather that the base payment amounts will be frozen for
purposes of DSH. This would not protect DSH hospitals that would face decreased funding as.a
result of SSI eligibility changes enacted as part of welfare reform We recommend adoption of
the Presn:lent 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 if a 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 no mistaken primary

- payments could be collected.

Hospital OQutpatient 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. Such a policy will permit proper monitoring on bad
debt. ~

‘Mark-up of Drugs

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 in this issue, but we do not believe that the proposal goes far enough to eliminate
excessive Medicare payments and does not contain the beneﬁcnary protections that we believe
are essential.
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EXECUTIVE OFFICE OF THE PRESIDENT o
OFFICE OF MANAGEMENT AND BUDGET '
| WASHINGTON, ©.C. 20503

THE DIRECTOR

July 2, 1997

The Honorable J ohn R. Kasxch
Chairman
Comimnittee on the Budget- ‘
" U.S. House of Representatives
' Washington, D.C. 20515

A :Dcaer Chaxrman

" Asthe Conferces begm to: conmder this year’s budget reconciliation biIl, Iam wntmg to
transmit the Administration’s views on the House and Senate versions of the spending bill on
reconciliation, H.R. 2015. ‘The Admuustmnon wxll sepamtely transmit its views on the tax
provmons R

We are pleased that the House and Senate adopted many prowsxons that are consistent-
with the Bipartisan Budget Agreement, reflecting the continuing bipartisan cooperation that we
‘will need to fully implement the agreement and balance the budget. In several areas, however, the
" House and Senate bills violate the agreement. In other areas outside the scope of the agreement,
we have very strong concems about the reported provisions. We have raised a number of these
issues in letters to you and to the authorizing committee chairmen and ranking members
throughout House and Senate consideration of the separate reconciliation spending bills.

‘ On the pages that follow, we have outlined notewdrihy provisions of the House and -
- Senate bills with which we agree, others that we beheve wolate the budget ag,reement, and still
others about wiuch we have concerns.

. Weexpect and will insist that the final budget legtslanon conform to the budget-
agreement. In addition, we look forward to working with you 0 craft a final conference report
that is free of objectionable provisions, resolves the other major policy differences between us,
and balances the budgct by 2002ina way that we can aIl be proud of We hope to meet that goal ‘
before the August recess.. . .
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We look forward to working with you.

Sincerely, ,

Enclosure

cc: Senate Conferees | ' :
House Committee Chairmen and Ranking Members

" Identical letter sent to Honorable Pete V. Domenici,

Honorable John M. Spratt Jr., and Honorable Frank R. Lante’nbcfg
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TBE ADMINISTRATION’S DETAILED VEEWS

THE HOUSE AND SENATE RECONCILIATION BILLS ON. SPEND]NG

Medicavrte ‘

- We applaud the House and Senate for reporting bills that largely conform to the
underlying principles of the budget agreement. Both bills achieve the necessary level of Medicare
savings ~ although we still await final scoring of the Senate provisions from the Congressional -
Budget Office (CBO) — and would extend the life of the 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 reforms;
and provide the funds to establish a wide array of cost-effective preventive benefits, including
mammography and colorectal screemng We look forward to working with your staffs on the
many technical issues related to ensuring that these provisions are implemented correctly.

We are pleased that the Senate has included provisions in its bill to require managed care
and fee-for-service demonstrations of Medicare reimbursement to the Departments of Defense
(DOD) and Veterans Affairs — a concept known ‘as Medicare subvention. We are encouraged

. that these provisions are similar to our own Medicare subvention legislation, which we
transmitted to Congress on February 7, 1997. We look forward to working with the Conferees to -
develop a bill that addresses Administration concerns about the fee—for—semce and payment rate
- components of the DOD demonstration. S L

No;withstandin‘g these achiex'rements, 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 of home health
expenditures to Medicare Part B. All sides clearly understood that the reallocation would be
immediate. Both bills, however, phase in the reallocation, which costs two years of solvency in

~ the Part A trust fund —~ two years that we can ill afford to lose. We urge the Confereesto
.incorporate the provisions in the House Commerce Committee title of the House bill, reaﬂocatmg
~ home health spendmg ccnsxstent with the budget agreemmt. o

The Adnumstrauon ‘has sxgmﬁcant concerns vnth other prowsxons of the two bes,
. concerns that we urge the Conferees to address. . :
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me We worked very hard dunns the budget S

‘negotiations to set a beneﬁcxary contribution to a balanced budget that was fair and equitable — -

applying the Part B premium, over several yea:s, 10 the home health reallocation and maintaining - '

- thePart B pretmum equal to 25 percent of program costs. Other provxsxons of the Senate bﬂl,
however, would go beyond the budget agreement and mtroduce new, madequately developed

proposds

.- Razsmg the Medzcare EIzgzbzltty Age The Senate bl ¢ raises the ehgibilzty age for ‘
~Medicare from 65 to 67 over a period of years. Raising the dxgibzhty age is not necessary to-
balance the budget, . and consideration of this policy should be part of 2 bipartisan process to

- address the long-term financing challenges facing Medtcare Moreover, early retirees between -

65-and 67 may not be able to obtain affordable insurance in the private market. The -

Administration is concerned about the;potential loss of coverage for any Amencan, and v&e .

urge the Conferees to drop the provxsmn as part of this bill.

Ye ImpoangHome Health Copaymenzs The Senaze bill would § unpose 2Part B home

health copayment of $S per visit, capped at an amourit equal to the annual hospital deductible | N | o

~ Most home health'users who lack Medigap or Medicaid protections are poor and will face -
. financial burdens that may result in reduced access to néeded care. Those beneficiaries who
" have Medigap or Medicaid will have nio rea! incentive to reduce utilization. We do not need -
- to impose a home health copay to balarce the budget; and any ﬁ.xrther consideration of this’

policy should be part of 2 bipartisan process to address the long-term financing clmllenges U

R ‘facmg Medxcare We urge the Conferees to drop tlns provisxon as part of thxs bﬂl

| ° ' Income—reiafmg the Pazt B Premzm The Senate bill would mcome»relate the

Medicare Part B premium. While we do not oppose mcome»relanng Medicare in pnnqple L

- we have a2 number of concerns abou: this proposal. First, we do not need mcome—rela.ted
‘beneficiary contributions to Medxwe to balance the budget. Seoond, we have serious .

concerns about how an income-related | premium will be administered. Administration by the >

- Department of Health and Human Services (FIHS), w!nch has no access to individual

beneficiary income data, would be impractical and very expensive, and we have previo usly ' RN

* said that only the Treasuxy Dcpaxtment could administer such a policy in the short run. R e

- Moreover, the admuumrmg agency would require substantial additional resourcesto .
- undertake this new responsﬂnhty Finally, we believe that this provision, which completely

eliminates any Part B premium subsidy for the highest-income beneficiaries; could lead these o |

beneficiaries to drop Medicare coverage, thus leaving. poorer, typwally less healthy, -

- beneficiaries in the Medicare risk pool and thereby increasing their premiums. While we have "

serious ocncernsaboutth;sproposalasdmﬁed,weremmnmterwcdmdzscussmgm or
o proposals like it, in the broader. context of reforms to address the long-texm ﬁnancmg and
.. structural dlaIIenges facmg the program SR ‘

S
‘1
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MMLWQ_S The Adnnmstratxon strongly supports the

_introduction of new- options for Medicare beneﬁqancs in both the fee-for-service and
‘managed care sectors. 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 provxsxons that violate these pnnaples, and we
urge the Conferees to drop them. :

A © The first provision allows beneficiaries to choose a so-called “private fée»fof-sex'vice?
option under the Medicare Choice program. We are concerned that private fee-for-service

plans in Medicare Choice represent bad policy, particularly given the fact that these plans 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 expensive, traditional Medicare program. In addition, it could .
disproportionately attract rural beneficiaries if the few providers in thexr area choose to leave
traditional Medwa:e and form pnva.te fae-for-semce ”pIans ’

- The second provision would a]low physxqans to obtam pnvate contracts from ‘
beneficiaries whereby the beneﬁc:my would agree to pay whatever the physician charged (i.e.,
waive balance billing limits) and agree not to submit a bill to or collect anything from
Medicare. The beneficiary would be totally responmble for out-of-pocket expenses for the
physician’s entire bill, even though'the service would be covered by Medicare if the bill were
- submitted to Medicare. As aresult, we are ooﬂcerned 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 Medzcal Equlpment (DME) supphers to bill
Medicare beneficiaries for amounts beyond cost-sharing for “upgraded” DME items, while
still accepting assignment. Beneficiaries already have'the option of choosing upgraded DME
under current law. We are concerned that this new option undermines limits on beaeficiaries’
out-of-pocket payments and, asa r&wit, could pcmnt mpphers to take advan’wge of
bemeﬁcxanes .

: MedlmLSamgs.muﬁ We believe that any dcmonstrauon of this concept should
be limited in order to minimize potential damage and costs to Medicare. We commend the
Senate for limiting the demonstration to 100,000 participants, but we believe a successful
demonstration could be structured with fewer participants. In any case, we want this

- demonstration to be ‘as small as possible. We also commend the Senate for limiting -
cost-sharing and deductibles to amounts enacted under the Health Insurance Portability and -

- Accountability Act (IHPAA) But, we still prefera geographically-limited demonstration that
" applies current law limits on balance billing to protecﬂbmeﬁaarm from additional provider

charges. We urge the Conferees to limit this demonstration numerically (within the numbers |
outlined above) and geographically for a trial period (two States for three ym) enabling us
to design the demonstration to answer key pohcy quesuons * : v v

e/22
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- Preventive Benefits. ,We are pl&.seci that the preventive benefits in the House and
- Senate bills are largely the same as those in the President’s budget. Unlike the budget,
however, the House and Senate bills do not waive all cost sharing (coinsurance and
deductibles) for mammograms. Research shows that copayments hinder women from fully
takmg advantage of this benefit. We urge the Conferees to modxfy the House and Senate
* provisions to waive all cost shanng for mammograms

__nggp The Prcsxdent s budget advanoed a rmmber of i xmportant Medxgap reforms,

including annual open enrollment, community rating, initial open enrollment for disabled and

~ Kidney dialysis beneficiaries, and various portability provisions. We are disappointed that -
neither the House or Senate adopted certain of these 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 provmons, and to fully consxder the Preadent s suggested additional
reforms. :

Ms_d_caLMalmgm The House bill includes malpmcuce prowsxons thax are
extraneous to the budget agreement. The Administration has consistently made it clear that
‘we find these provisions objecuomble and we urge the Conferees to delete them.

WMQ_Q&W. Another‘step forward in both bﬂls is their
- inclusion of provider sponsored organizations (PSOs) as Medicare options. We are
concerned, however, about the lack of minimum privite enrollment requirements and aspects
of the PSO definition, and we look forward to working with the Conferees on these issues.

Managed Care Pavments. We agree that the current unjustifiable geographic variation
_ in payments to managed care plans should be remedied as part of the reconciliation bill. We .
prefer the House proposal, which mitigates the geographic variation in payments and
maintains the link to fee-for-service payments, along with an adjustment for adverse selection. -
Various payment provisions in the Senate bill, some of which are individually justifiable,
_together have a significant negative impact on areas with a high managed care enrollment and
could lead to abrupt-changes in additional benefits now provided to Medicare enrollees. The
~ Senate proposal also ties growth in managed care payments to growth in gross domestic
product (GDP). We prefer a less disruptive payment proposal and one that ties growth in
'payments to growth in fee-for-service Medicare. Limiting managed care payment growth to
GDP effectively creates two growth rates for Medicare paymenfs, leading to an erosion of the
- value of the Medicare Choice benefit package and exposmg beneﬁcxanes to mee.sed '

| pretmum&

M n Risk Adj . The Senate bill mcludw xmmedmte unplementatxon
of an untried, “new enrollee” risk adjustment methodology that would be applied in an ‘
inequitable manner (gxemptmg some plans).and that wou!d be re_placed by a different revised
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methodology two years later. We prefer to implement 2 managed care risk adjustment
methodology once — and sooner. ' Therefore, we support the House provisions on risk
adjustment, modified to authorize the collection of hospital discharge data unmedxately and to
authonze tmplamentatton of the risk adjustment methodology i in 2000 S

i i : The President’s 1998
budget proposed to move medical education (indxrect and dxrea) and DSH adjustments out of
managed care payment rates and redirect them to eligible hospitals that provxde services to
Medicare managed care enrollees. This important proposal would ensure that the Nauon s
teaching hospitals and those that serve low-income populations receive the Medicare
payments to which they are entitled. The Senate and the House Commierce Committee
: adopted these prowsxons ‘and we urge the Conferees to adopt them as well

Ma_ag&_(;az&n_roﬂr_nm We urge a,dopuon of the Senatc 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 va!ve for rxmnaged care enrollees who are
dissatisfied with their managed care plan. , ,

' Mmggd_Qa_e_anLty Both the House and Scnaxe bills go: far to ensure quzlny in
Medicare managed care. The House bill, however, has an objectxonable provision allowing

external quality review requ:rements to be rhet through accreditation.: The House bill also
contains a similar provision in its Medicaid title. We prefer maintaining a true requirement for
external quality review to protect beneﬁczanes m thxs rapxd]y changng marketplace, as the:
Senate bilI provides. . .

‘ Mgimm_@mmmn_ Both the Senate and Hou.se bills would establish a Medicare
commission. We believe strongly that a mutually agreeable, bipartisan process is essential to-
successfully address the long-term financing challenges facing Medicare. We look forward to
worlqng with you to develop the best possible bipartisan process to address those challenges
while simultaneously ensuring the sound r&stmcmnng of Medmre to continue to provide
high-quality care for our Nation’s senior cmzens '

: Q_ﬂi&miamo_ The Senate bill would Create an Ofﬁca of COmpeuuon within
HHS to administer competitive pricing demonstrations. We believe this provision would
‘create unnecessary duplication of staff and resources within I-IHS and become a potential
source of confusion for Medicare beneficiaries and plans. We are also concerned about
certain aspects of the competitive pricing demonstration, and we look forward to working
with the Conferees to ensure that the demonstratlon anthonty would lead to valid and
‘ veuﬁable results. .

8/22



JUL-@3-97 ©8:18 FROM:. i = ° S £ P  PAGE  8/22

4

- 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 othér changes to PPS payments on a fiscal
year basis, thus requiring two separate payment rules; the Senate provision on hospital

* transfers, which does not include home health agencies and which we believe creates a strong,
unjustxﬁed payment:bias to use home health services for post acute care; and the Senate
provision to provide large bonus payments for certain PPS-exempt facilities, which could lead
toa sgmﬁcant redistribution of funds among PPS exempt facilmes

: ' H). We look forward to workmg
w1th Congress to develop a new adjustment for hospxtals that serve a disproportionate share
of low-income individuals. We want to improve the cutrent adjustment to create a better
measure of services to indigent populations so that we can better target DSH payments. But,
we oppose any cuts:to the current DSH adjustment in the interim. We have proposed to
freeze the adjustment for the next two years to ensure that vulnerable hospxtals serving large
numbers of umnsured and under-insured patients are not burdened with excessive cuts.

M@m&mﬁmmm Both the House and Senate bﬂls Im:ut the time
period for MSP recovery to three years after the date of service. We urge the Conferees to.

adopt a five-year time limit, consistent with the President’s proposal. The IRS/SSA 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
repornng proposals* ’ . :

. Ww WeareconcemedabouthowﬂleﬁzllscopeoftheHouseandv .
Senate provisions would affect HHS’ administrative abilities and resources necessary to :
nnplement them, We urge the Conferees to consider:changes in the effective dates of the S

- provisions so they are consistent with the funding levels that the budget agreement provxded :

L to the Health Care F'mancmg Admjms:mnon (HCFA} ‘ o A

IMedicaid

We comemi the House and Senate for repomng bills that conform to many of the ;
Medicaid reform principles of the 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'eliminating unnecessary administrative
“requirements. We also commend the Senate for mcludmg managed care qualxty standards that
are consistent with the President’s consumer protecucn fmnework.

k

Nevertheless the House and Senate b:lls contam provisions that are moonsxstent thh
the budget. agreement . o
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First, the budget agreement mclud% a prov:sxon 10 restore Medxcaxd for current
disabled children losing Supplemental Security Income (SSI) because of the new, more strict
definition of childhood eligibility. The Senate bill does not include this proposal. The House
bill allows, but does not require, States to prowde Medicaid benefits for about 30,000 children

~ who could lose their health care coverage in fiscal 1998. We strongly urge the Confereesto . -
. conform to the budget agreement by including the provision from the President’s budget that .
would guarantee covemge to these dxi]dren, and allocate the necmsary funds for this purpose

: ~Second, the budget agreement mclud&e a 70 percent Federal matching payment for
" Medicaid in the District of Columbia. ‘We are pla.sed that the Senate bill includes a higher
‘matching payment, but we are concerned that it is not sufficient; it sunsets at the end of fiscal
2000 and is 10 percentage points lower than the 70 percent that the budget agreement called
for. A 60 percent matching rate would stil leave the District paying a higher share of its
' Medicaid program than any other local govennnemt We urge the Conferees to include the
prowston from the agreement . A

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 mclude the Ianguage in the President’s -
1998 budget | : . .

The Admuustratxon has s1gmﬁcant concerns vath othcr House and Senate provzsxons |
that we urge the Conferm to address.. : : ‘ , ,

mwmm&meﬁm The Senate bill includes $1.5

billion in premium assistance for low-income beneficiaries through a Medicare block gratit to
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 of the Part B :
premmm We prefer a simpler approach that would finance the cost of the full Part B
premium through Med1ca1d In addition, we ob;ea to the Senate provision that sunsets this

" assistance in 2002; low-mcome semor citizens wi]l still need this assistance aﬁer that date.

Mmm_f&ﬁ_ﬁhu The Senate bﬂl would allow States to require hxmted cost
shanng for optional benefits. We are pleased that a Senate amendment would bar States ﬁ'om '
- imposing cost sharing on children under 18 in famﬂm with incomes below 150 percent of :
poverty. But, we are still concerned that the bill may compromise beneficiary access to
quahty care. Low-income elderly and disabled Medlcald beneficiaries may forgo n%ded :
-~ services if they cannot afford the copayme.nts , :

nate’ ation to States Wehavcconoemsaboutthe o
House and Senate allocanons and levels of DSH payment reductions among States. As in the
DSH policy of the 1993 budget reconciliation bill, this year’s policy should address past

abuses without cau.{mg undue hardship on any State. We are seriously concerned, however,

[
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that the House and Senate bills may have unintended dzstnbuuonal effects among States. We

- urge the Conferees to adopt the President’s 1998 budget proposal, which takes an equal -
percentage off of States’ total DSH spending up to an “upper limit,” ensuring that States thh
the hghest DSH spendmg do not bear most of the i nnpact

har itals — 'n . The House bill does not -
retarget DSH funds. The Senate bill would require States to develop DSH targeting plans,
but it does not include a Federal DSH targeting standard. As we have said previously, we .
believe that significant DSH savings should be linked to a Federal standard for targeting the -
rremaining DSH funds to needy hospitals. Without such standards, providers with :
high-volume Medxcaxd and low-income utilization may not be sufﬁcxently protected ﬁ'om DSI-I
reducmons '

In addition, the House bill would require States to make DSH payments directly to
qualifying hospitals, and would not allow States to make DSH payments through capx’w.uon
payments to managed care organizations. The Senate bill does not include this prcmsxon We
urge the Conferees to adopt the House provision, ensuring that all eligible hospitals receive a
Federal DSH paymmt regardless of theu‘ contract, or lack ofa contmct, with a parucular
HMO. . SR

: ﬁlliﬁ&@mnmmmm The House and Senate bills would
“extend expiring §1115 Medicaid waivers. The Senate would deem approved §1115 waivers

without regard to whether they will increase spendmg. In addition, the Senate bill would
deem provlder taxes as approved for one State. We have serious concerns about these
provisions and would like to work with the Confere% to addrms the undeﬂmg problems.

W ‘We are pleased that the Senate bxll would allow Statac to allow ‘
workers with disabilities to buy into Medicaid. But we urge the Conferees to adopt the
version of this proposal from the President’s 1998 budget, which would not limit eligibility for
this program to people whose mmmgs are below 250 percent of poverty. We believe that

- the Senate—proposed limit would not g;lve States enough ﬂexibxhty to remove dismcenuv&e to
.- work for peoplethh disabilities. ' o ‘ ;

@_@MM@A&W The Senate bxll would amend Section 217 of
the Health Insurance and Portability and Accountability Act 1996 (HIPAA) to provide -

sanctions against thosc who help people to dispose of assets in order to qualify for Medicaid.
" We prefer to repeal section 217 because we believe that the Medicaid laws in effect before

, HIPAA are suﬁcie:xt to protect Medxcmd agamst mappropnate asset divestiture.

. angmln_fgr_;,nm The Pmdm s 1998 hudget mcluded a major reduamn in
unnecessary administrative burdens on the States, but ensured that States collect sufficient .

* information to eﬁ'ectxvely manage their Medicaid progmms The House approach would -
require States to shéw that their Stax&desxgned sysr.ems meet outcome-based perfonnance

' PAGE 11/22
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_standards and would permit the co]lect:on and. ana.lyms of person-based data The Senate dxd L

not mclude this prov1s1on We' urge the Conferees to adopt the House provrsxon

Alg_kahm&f’_ghme The Senate bill would mcrease Alaska’s Federal Medxml

) Assxstance Percentage (FMAP) above the level of the current law formula. While we have

.Children’s Health

consistently supported efforts to examine alternatives to the current Medicaid matchmg
structure, we believe that changing the FMAP for Alaska alone is unwammted and does not .
address the underlying i mequmes in the current: system ' : .

‘.-,-

We are pleased tha1 the chﬂdren s hwlth mmatwe isin both the House a.nd Senate

bills. In fact, the Senate bill goes beyond the $16. billion that the budget agreement provides, _

adding another $8 bxlhon, whzch isa portlon of the revenue from a 20—oent increase in the

tobacco tax.

We support 2 20-cent increase m the tobacco tax — - we' agree that it complements the-'
budget agreement — and we endorse the idea of usxng all of the revenues raised by such an

- increase for 1 uut:a‘aves that focus on the needs of children and health We urge the Conferees |

to invest all of these funds wisely in ordér to ensure meamngﬁﬂ coverage for millions of

uninsured children. In addmon, we espema]]y support the Senate provmons for beneﬁts and ‘:

- cost sharmg

Notw1thstandmg these acl'uevements, we have serious concems about the followmg 2

g House and Senate prowswns whxch we urge the Conferees to addrees - ‘ s

W&xmﬁr&hﬂdmsﬂeﬁhh Although we commend the

| Senate for supporting the use of the tobacco tax for children’s health, we urge the Conferees E
- to continue this funding after 2002. A sudden dropi in ﬁmdmg in 2003 would cause many of pe
C the newly-msured ch:ldren to lose thelr coverage B r , ,

- the ch:ldren s health mvectment to go for hth insurance coverage. Thus, we support the o
Senate’s definition of benefits and its limits on oostshanng, the latter of which will ensm‘ethat T

low-income children do not shoulder unrealistically high costs that could lead to reduced -

access 10 needed health care. We do not support the direct services opuon of the House blll

the effects of the DSH cuts on certain hospltals, and that children would not be assured

- appropriate ooverage In our view, this provision does not fulfill the commitment of the NN
~* budget agreement to prov1de “up to ﬁve mx]hon addlttonal clnldren wﬁh health i insurance by o
- 20027 A PR . :

. The budget agreement ca.lls for RS

'bew.lse we are concerned that a State could spend all of its money on one benefit or to oﬁ'set ; - |
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Funding Structure. We support the straightforward funding structure of the House
bill. But its proposal for different matching rates for Medicaid and the grant option could .
discourage States from choosing Medicaid. We believe Medicaid is a cost-effective approach
to covering low-income children, and we support using the same matching rates for both A
options. In addition, we support the House provision that gives States the fexibility to- spend
their grant money on Medicaid, a grant program, or a combination of the two. The Senate bill
requires States to choose between Medmud and a grant opﬂon '

Eligibility. The Senate bill includes a oexlmg of 200 percent of poverty. We agree that .
the funds should first go for insurance coverage for low-income uninsured children, but we
believe i income cedmgs ‘would limit States” ﬁexxbxhty Ao demgn progmms that best ﬁt their

Use of Funds. We ywant‘ to ensure that the investment in children’s health goes to
cover children who currently lack insurance, rather than replace existing public or private -
funds for children’s health insurance. Thus, we support a strong maintenance of effort .
provision and the prohibition 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
manner to provide coverage to as many children as possible. Therefore, we do not support
provisions that allow States to pay for famﬂy coverage or pay the employee s share of
employer sponsored insurance.

Expénsion of the “Hydé Amendment” :

Both the House and Senate bxlls would expand the Hyde Amendment prohibitions on
Medicaid payment for abortion services to include spendmg on the children’s health initiative,
and to codify these prohibmons in permanent law. 'I'hls provision could deny access to
abortion services to-poor women to the extent that States choose to use the children’s health

funding to offer family coverage, as the House bill would permit. As we have repeatedly said,
we do not support lirruung access to medxcally necessaxy beneﬁts, including abomon services.

In addition, the Senate bxll contams a provm:on that redeﬁnaz the term © medxmlly
. necessary services” in the context of managed care sanctions to exclude abortion services
- except under certain circumstances. We oppose this’ axtempt to further constrain the ‘
availability of abortion services through this prows:cn, and we strongly urge the Conferees not
" to begin writing into the Medicaid law permanent, restrictive definitions of what are
“medically nec&aw” semcw an issue that is more appr0pnately decxded by health
professtonals N . L

Voo

- 10
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' a Multtple Employer Welfare Arrangements (N[EWAS)

. The Housc bill allows for Muluple Employér Welfare Ax:angemmts (MEWAs) by
mcludmg language from H.R. 1515, the “Expansion of Portability and Health Insurance
Coverage Act of 1997,” while the Senate bill includes no such provisions. We strongly

~ Oppose mcludmg provisions from H.R. 1515 because the bill has inadequate consumer
protections and ‘could 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 2
large health i insurance market away from the States by preempting State laws under the
Employee Retirement Income Security Act (“ERISA®). This far-rmhmg proposal
demands much greater analysis and discussion. We also oppose the provision of the House
and Senate bills that would allow a religious fraternal benefit society plan to establish a
Medicare Choices plan; it would set a precedent for allowing association health plans (such as
those allowed under the House MEWA language) to become Medicare Choice providers. -

Continued SSY and Medncald Beneﬁts for Legal Immxgrants

. - We are pleased with several provxsxons in the House and Senate bills. Both bills would
grandfather i lmrmgrants who were reoexvmg SSI benefits as of August 22, 1996, asthe
President mdtcated he would support in a June 20 letter to Budget Committee Chairman
Kasich and Ranlqng Member Spratt. Both bills also extend the exemption period from five to
seven years for reﬁxgees, asylees, and those who are not deported because they would hkely
face persecunon back home : ,

- We are pleased that the Senate bill, which restores SSI and Medlcald ehgibﬂny for all
legal immigrants/who are or become disabled and who entered the U.S. prior to Angust 23, .
1996, implements the budget agreement. The House bill, however, does not. It fails to fully L
restore SSI and Med:ca:d benefits for all legal immigrants who are or become disabled and . -
‘who entered the UU.S. prior to August 23, 1996. As the President stated in his June 20 letter,

- he will not sign legislation that does not include the policy, as the budget agreement calls for,
. that protects disabled immigrants. Compared to the budget agreement, the House bill would -
‘protect 75,000 fe:wer immigrants by 2002 We strongly urge the Conferees to adopt the
-Senate approach‘, , - , .

: In addmon, if resources are avmlable, we urge the Conferees to support several other
~ Senate provxsxons. The Senate bill restores Medicaid coverage for firture immigrant children;
~ provides SSI and Medicaid to immigrants who are too disabled to satisfy the requm:ments
to naturalize; and provides the same exemption period for Amerasian and Cuban Haitian -
immigrants as for reﬁlgees We Iook forward to workmg with you on these mauzrs.

i

11
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Additiona] Worl\ Slots for Indmduals Sub_;ect to the Food Stamp Time lexts

_The budget agreement rncluded $1. 5 bilhon in addrtxonal F ood Stamp ﬁmdmg to
eneoumge work and give States the flexibility to exempt individuals from Food Stamp time
limits due to hardshxp The agreement specifically states that existing Food Stamp
Employment and Training funds will be redirected and new capped mandatory funding added
"to create addltmnal work slots for mdlvrduals subject to the t1me lxm.rts and it provrdes $l
' blllron for thrs purpose : : -

B We apprecrate that the House and Senate bll.lS would unplement the 15 percent
hardshrp exempuon, consistent with the agreement. . But, we are concerned that both bills - 1
- create sxgmﬁcanltly fewer job opportunities than the five-year target of 350,000 slots — 70,000 -
- a year — that the negotiators discussed. We are particularly concerned about the House bill, . -
which would create’ 100,000 fewer slots than the Presrdent s proposal and about 40,000 fewer
* than the Senate approach over five years.  The House bill also does not reflect the agreement ,
. -because it does not target the funding to workslots for individuals facing the time limits. We
belreve the final Pdl should follow the Senate approach in targeting funds to work slots that -
_ meet the welfare reform law’s tough requirements for FoodStamp recipients, and establishing .
" performance. standards to reward States that create additional work opportunities. We urge N
the Conferees ’co| follow the Senate approach, with the House mamtenance of effort: prov1s10n,
ot make it ﬁllly con51stent with the budget ageement - '

P

o Welt'are to Work

We are pleased that the House and Senate bills would addrees many of our pnon’aes o
for the Welfare-to-work .program to some degree, mcludmg the provision of formula grant
funds to States Based on poverty and adult welfare recipients; a sub-State allocation of the
formula grants to enisure targeting on areas of greatest need; appropnate ﬂe:dbrhty for
‘grantees to use tlhe funds for a broad array of activities that offer the. promise of permanent
placement in unsubsldzzed jobs; some funds awarded on a.competitive basis; and a substanﬁal
- set-aside for evaluatron_ We look forward to wodcmg with t.he Conferees to reﬁne these

: provrsrons

o We contmue to be concemed. however about several pnonty rssues " In some cases, o : o
only one Chamber has adequately addressed our concerns; in others, neither has. Thei issues - '
‘ that conoem us the rnost are hlghhghted below and we urge the Conferees to address them

- ) - n o v Al
N ngy_ano_s The challenge of welfare refOnn movmg welfare recipients into permanent, -
* ‘unsubsidized employment — will be greatest in large urban Centers, especially those withthe = . -
' highest number of adults in poverty. Recognizing this fact, the budget agreement provnded R
: that funds be allc ted a.nd targeted to areas with hlgh poverty and unemployment While L

12 -
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- both the House and Senate bxﬂs mclude fommias to: target funds to these areas to some
- degree, of the t.hree provisions in conference, the Ways and Means provision of the House bill
best accomphshes this goal through its division of funds between formula (50 percent) and
- competitive (50 lpercmt), its formula grant sub-State allocation factors and method of
administration; and its reserving of 65 percent of competitive grants for cities with large
- poverty populanons We urge the Conferees to adopt the Ways and Mms proposal.

me The budget agreement provxded not only thax ,
~ welfare-to—work funds be targeted to high-poverty and high unemployment areas, but thata

. share of them goi to-cities and counties. We strongly believe that cities and other local areas -
- should manage a substantial amount of all welfare~to-work funds. These entities can most

- effectively move lorig-term welfare recipients into lasting unsubsidized employment that cuts

or ends dependency Recognizing this fact, the House provisions use existing structures to
help accomplish rhzs goal. We urge the Conferees to adopt these provisions.

&MA@W Both bxlls would reqmre conastency with Federal .

TANF strateg:m and focus resources on achieving the goal of moving long-term welfare

recipients into Iafung jobs. We agree with the need for consistency and with the goal, and we w
 believe we can most effectively achieve it if we closely align welfare-to-work activities with -

the workforce development system that the Secremry of Labor oversees. Thus, we believe
the Secretary should administer this program in consultation vnth the Secretaries of HI—IS and
HUD, as included in titles v and IX of the House bx]l ' v

Enggmnggﬁund We are pl%sed that the Senate recogmzed the value of a
performance bonus concept. The Senate performance approach, however, simply augments

JUL-©3-97 @0:20 FROM: | : - IDs e T ' PAGE 16/22

the existing TANF performance fund in 2003, with no link to the performance that welfare-to- + s

work funds acluéve We want to work with the Conferees to develop an effective mechanism

to provide needed incentives and rewards for placing more of the hardest-to-serve in lastmg
unsubsidized jObS that promote self-sufficiency. A possible approach could include requiring

the Governors tof use a share of the1r dlscretzonary funds to reward hxgh—achxevmg welfare-to- |

- work programs.

s

gg ggjby_ggn Qf Fg_nd; by Yea X The House provxdes for a two-yw progxam, with $1. 5 ‘

billion in 1998 and in 1999. The Smate bill provides for a three-year program, We want to -

work with the Conferees to ensure that the final bill includes an outlay pattern consistent with -

" an estimate of zero outlays in fiscal 2002, as the budget agreement calls for. Congress could
modify the Senate proposal for mstance, by reqmnng that no resources are spent after fiscal
2001. : ‘ ,
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Minimum Wage and Workfare

We applaud the Senate for not modifying current law with respect to applying the
_ minimum wage and-other worker protections for working welfare recipients under TANF.
The minimum wage and welfare work requirement proposals in the House-~passed bill were
not part of the budget agreement and, had they come. - up in the negotiations, we would have
strongly opposed them. We believe strongly that- evexyone who can work must work, and -
everyone who. \Taorks should eamn at least the minimum wage and receive the protections of
exxstmg emploment laws — regardl&ss of whether they are coming off’ welfa.re

K " As a result, we continue to have serious concerns that certain welfare recipients would
" not enjoy the status. of employees under the House bill and, thus, would not receive worker
‘ protectxons Although the House bill moves toward ensuring that welfare recipients in work
experience and lcommumty service receive the minimum wage, it fails to provide an effective -
enforcement mechamsm. Also, while the House bill contains some protections against
dlsormunatxon a.nd threats to health and safety, we beheve that its limited gnevance
employees, and ]regular employees recexve protectlon against dlsplacement In addmon, the
- Administration strongly believes that we must retain the welfare law’s strict emphasis on work
and oppose prowszons to permit States to count a,ddmonal time spent in activities such as job
search toward the work requirements. : -

o We urge the Conferees to adopt the Senate position on the minimum wagc, which
makes no changes 10 current law, and to extend the Senate provisions on grievance
‘procedures and 'worker protections to all working welfare recipients under TANF.

LY

*. Non-Displacement

". While we support the Senate provisions that include worker displacement language - -
from FLR. 1385 (the House-passed job training reform bill), we urge the Conferees to apply..
. these enhanced non-displacement protections to all welfare recipients moving from welfare to
. work, as the . House' does, not just to welfare-to-work funds. In addition, we urgethe . .
~ Conferees to ao'cept the House provision that ensures, that the Federal Government will not
pre-empt State }:on—dlsplacement laws that provide grmxer worker protections than Federal

law.

Unemployment Insumnce

“We are pleased that the House and Senate ha‘ve mcluded the Unemployment Trust
Fund ceilmg adjustrncnt and special distribution to the States that were part of'the budget

L
oS FU
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- The House bxll also mcluds the prowsxon of the agreement that aclueves $763 milhon
in mandatory savmgs over five years by authorizing an increase in discretionary spending for
unemployment i 1Psurance “program integrity" activities of $89 million in 1998 and $467 o
million over ﬁve years. We urge the Conferees to adopt the House language. In addition, we’
are seeking budget process provisions to allow for dxscretxonary ﬁmdmg for these activities
and the resultmg savings.

X

Repeal of Mamtenance of Effort Reqmrement on State Snpplementatxon of SSI Benefits

We are pleased that the Senate bill does not repeal the maintenance of eﬁ‘ort
reqmrement on State supplementation of SSI beneﬁts We strongly oppose the House =~
. provision, w}uch would let States mgmﬁcantly cut, or even eliminate, benefits to nearly 2. 8
million poor cldc‘-rly, disabled, and blind persons. - Congress instituted the maintenance of
. effort requirement in the mid-1970s to prevent States from effectively transferring Federal
- benefit increases|from SSI recipients to State treasuries. The House proposal also could put.
at risk Iow-mcome elderly and disabled individuals who could lose SSI entirely and possibly
then lose Medtca:d coverage. . We opposed this proposal during last year’s welfare reform
debate, and we urge the Conferees to follow the Senate approach and not repeal the State
maintenance of effort requirement for State supplementation of SSI benefits.

Spectrum

We support a number of the specmnn-related prcmsxons in the Senate and House biﬂs o
We believe, however that the Senate bill is more consistent with the goals and targets in the
- budget agreement, and we urge the Conferees to use: 1t as the basis for conference -
negotiations. - Specxﬁca.lly, the Senate bill provides for reimbursing Federal agencies for the
costs of relcwnng to new spectrum bands, so that the Federal Communications Commission
(FCC) can auction, for commercial use, the spectrum that they are now using. This key
provision is esserlmal to prevent agencies from makmg future mdh»bﬂhon dollar requcsts for
addmonal dlscremenary ﬁmdmg . , .

- We have other sxgmﬁaant concemns wrth both bﬂ}s First, they fa]] over $6 bﬂhon short
of the savings tarkgets of the budget agreement. They both fail 0 mdude two proposals that -
the agreement. specxﬁes — the auction of “vanity” toll-free telephone numbers (which would.
raise $0.7 bz]hon) and the spectrum fee (which would raise $2 billion). In addition, neither bi]l

- contains a firm date for terminating analog broadcasﬂng (as the budget agreement assumed),
which reduced the CBO’s scoring of the House bill by $2.9 billion, and of the Senate bill by
$3.4 billion. Any delay in returning analog broadcast spectrum will likely impede the rapid

' build-out of digital technology, delay job creation and consumer benefits, and reduce revenues
from spectrum auctions. We urge the Conferm to confoxm the final bzll to these provisions

of the budget agr‘ee:ment

-‘;115
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We also request that the Conferees delete rhe House language that specifies spectrum
bands and bandrwxdth for reallocation; repeals the FCC’s fee retention authority; waives the
duopoly/newspaper cross-ownershxp rules; and acceleratés payments from the universal
service fund. T'hese provisions conflict with good telecommunications policy, and with sound
and efficient spectrum management policy.” We also urge the Conferees to amend the overiy
expansive deﬁnmon of “public safety” of the bills; to delete mandated minimum bid =~~~
reqmrements and to include provisions that would authorize the FCC (1) to revoke and
reassign hcense;s when an entity declares bankruptcy, and (2) to use economic mechanisms
(such as user fales) other than auctions. We support Senate provxsxons requiring the FCC to
explain its ratxonale if it cannot accommodate relocated users in commercial spectrum and to

" consult with the Secretary of Commerce and the Attorney General on assxgnmg new spectrum

rnade available for public safety.

TANF Transfers to Tltle XX

We oppose the House provision to allow States to dlvert TANF ﬁmds away ﬁom

Awelfare—to-work efforts to other Title XX social service activities. The Senate bill includes no
such provision. | The budget agreement did not address making changes in the Title XX
' transfers provisions, and we strongly urge the Conferees to drop these provisions.

: Vocaﬁonal Educatmn in TANF

We are concemed with the House and Senate provxs:ons on vocational education i in

" TANF. The Holuse bill includes two sets of provisions — one from the Ways and Means

Committee, the other from the Education and Workforce Committee — which narrow the base -~

_of eligible recxptiants against which the cap on vocational educauon applies. The Ways and

Means Comzmttee excluded teen parents in school from the cap, and set the cap at 30 petcent
of the narrower base The Senate bill maintains the existing base, but removes teen parents
who attend schaol from the 20 percent cap on vocational education. The budget agreement
did not address changes in TANF work requirements'regarding vocational education and
educauonal services for teen parents and we urge the Conferees to drop these provmons

, State SSI Admlms‘t'raﬁony Fees

The House blll mcludes a pmv:sxon, oonmstent wnh the budget agreement, to raise the
fees that the Federal Govermnment chargcs States for'administering their State supplemental

. SSI payments. and t6 make the increase available; subject to appropriations, for SSA.

administrative e:‘;penses “This proposal would collect about $380 million over five years, tobe
spent upon recc-npt for this purpose. - The Senate bill does not reflect this provision of the ‘

budget agreement, and evxdently asmmes thax the Appropnanons Comnuttee w:]l unplement
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- the proposal The agreement, however annclpated revenue ﬁom thxs proposal over the ﬁ.xll
- five years and, |as part of the reconciliation bill, Congress should raise the fees and make the
increased revenue available, subgect to appropnanons Consequently, we urge the Conferees .
to adopt the House prov:sxon

Housing
| We arelpleased that the House and Senate bills include provisions to produce savings
by reforming the FHA. Assignment program and making appropriate reductions to Section 8

annual adjustment factors We are concerned, however about two addmonal provisions of
the Senate bill. .

‘ . The Senate bﬂl would not transfonn FHA multifamily housmg restructuring in the
most eﬁment, eﬁ’ectxve fashion. By mlmg out the pdssibility of portable tenant-based
assistance, the bill would limit tenants’ abllxty to find the best available housing and prevent
projects from d%vdopmg 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 HUD's ability to design the most effective parmerstups Finally, since Congress

- did not address|tax issues explicitly, the Senate bill does not resolve :mpedxments that could
- dmcourage owners from participating in a resttuctunng process ' S

. We oppose the iniclusion, in the reconcihatxon bill, of‘ Section 2203 of the Senate bill,
which repeals Federal preferences for low-income or dxsadvantaged individuals for the Secuon
8 tenant-based :lmd project-based programs. We have supported such repeals only if they .
come with income targeting that would replace the Federal preferencés. That targeting would
ensure: (1) that the tenant-based program continues: ‘to mostly serve extremely low income
families, with i mf:omes below 30 percent of the area imedian income, and (2) that all
developments in the project-based program are accessible to 2 reasonable number of
extremely Iovwmcome families. We are working with Congress on thls issue in the broader
context of separaxe pubhc housmg reform legslanon.

1

anatxzatmn of Welfare Programs

- The House bill would allow for pnvatxzmg ehgib:lxty and enrollment determmanon .
- functions in Meglcmd and Food Stamps. While certain program functions, such as computer
- systems, can now bé contracted out to private entities, the certification of eﬁg’bihty for
benefits and related operations (such as obtaining and verifying mformanon about income and
other ehgbihty ﬁctors) should remain public ﬁmcuons Thus, we strongly Oppose the House |
provmon, and v{re urge the Confcrces to drop it.
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T Student Loans

. We are pleased that both bills b111 include $1 8 bxlhon in outlay savmgs, including $1
billion in Federal reserves recalled from guaranty agencies, $160 million from an end to the fee
paid to mstltntzons in the Direct Loan program, and $603 million in reduced Federal student
loan adrmmstratxve costs. All of these provisions are consistent with the budget agreement,
and the savings are achieved without raising costs on, or reducmg benefits to, students and
their families. S :

But, we | oppose a provision in both bills, unrelaied to the budget agreement, requiring

- administrative c{ost allowances (ACAs) to guaranty agencies in the Federal Family Education
Loan (FFEL) program at a rate of .85% ‘of new loan volume — paid from mandatory funding
authorized under Section 458 of the Higher Education Act of 1965 (HEA) from 1998 to

~ 2000. This prows:on would create a new Federal entitlement, and it would inappropriately

- lzmit the funds avaﬂahle to the Secretary to effectively manage the FFEL Program. Any.
allowznce to thesc .agencies should bear some relationship to the costs these agencies incur,
and should not be based on an arbitrary formula. This is an issue more appropnately left for
the Higher Eduoauon Act (HEA) rmuthonzanon o . _ .

: We strong]y prefer the House language for cutting student loan administrative costs
It specxﬁes that the Education Department may use administrative funds authorized under
section 458 of the HEA to operate the FFEL program and the Direct Loan program. Under
o the Senate langu‘agc the Secreta.ry would lack adequm:e ﬁmds to administer the FFEL
: program eﬁ’ectlvely ‘ . : .

We also oppose a House provxsxon that would supulato that an 18.5 percent guaranty
- agency ret:en‘aonl allowance on default collections that result from defaulted loans reentering
repayment throuc,h Joan consolidation. This provision, now specified in regulation and letters
as “up to” 18.5 percent, would codify this share at 18.5 percent without regard to the actual
expenses that the guaranty agencxes incur. This i xssue also should be resolved in the upcormng
HEA reauthoriza txon _ ,

| Smlth—Hughes

'~ Weare pleased that the House bill would repml the Snuth-Hughcs Act of 1917 and is
- consistent with the budget agreement. The Senate bill does not include such a provision, "
although it finds fhe agreed-upon $29 million savings from the student loan programs. In light
of the $1.2 bilhon annual appropriation under the Cari D. Perkins Vocational and Applied
Technology Education Act, we see no justification for $7 million in mandatory spendinga -
year under Snutﬂ-Hughes We urge the Conferees to adopt the House provxsxon. »
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Budget Process

On budget proc&s the House and Senaze bills generally follow the budget agreement,
- 'We apprecxate I1‘.11&5 provisions to extend the discretionary caps to 2002 at the levels in the
agreement, to cr&te a firewall between defense and non-defense spendmg for 1998-99, to
provide an adjushnent for international arrears and for an IMF quota increase and the New
Arrangements to Borrow, and to otherwise extend and update the Budget Enforoement Act
-along the lines of the budget agmement : , ,

, In somei respects, however the House or- Senate bills are not fully consistent with the
“‘budget agreement ‘For instance, both bills provide that only net deficit increases in the prior
year, rather thah both increases and decreases, would count under the paygo "lookback”
~ procedure. In ]addmon, the House bill is inconsistent wnth the agreememt (and Wlth the Senate
~ bill) with regard to “paygo” requirements. :

In other respects, the bills include provisions about which we have serious concerns.

. For instance, the House bill does not provide for the transportation reserve funds that the
budget reso]uuon established for }nghways, Amtrak and transit. Also, one or both of the '

- House and Senaté bills do not include several technical changes to fully extend the Budget

- Enforcement Act. These changes include a budget authonty allowance for technical -

estimating differences between CBO and OMB, as current law provides; a reserve fiind for
unemployment integrity to carry out the mandatory savings of the agreement; and a technical
change to the existing Continuing Disability Reviews: (CDR) adjustment to account for the
conversion of obh«a’aon limstations to budget authority. In addition, the House bill would

" require a cumbersome nouﬁcanon procedure for the detailed sconng of each paygo or
appropnattons bill. - _
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