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Presndent Delivers First Balanced Budget Agreement in a
Historic Agreement Promotes the Country’s Values and P CM
May 16, 1997 {

President Clinton has aclueved a balanced budget agreement that promotes our value

fund g for education, health care, and the environment while strengthening and modernizing Medicare and
Medicaid. ‘We have cut the deficit by 77%, from $290 billion in 1992 to roughly 367 billion this year. This
historic achievement will finish the job, while meeting the President’s goals.

To achieve the first balanced budget in a generation.
Budget balances by 2002 -- for the first time since 1969.
Saves over $200 billion over five years and roughly $800 billion over ten years.

To ensure that every 8 year-old can read, every 12 year-old can log on
- to the Internet, and every 18 year-old can go to college.
A child literacy initiative consistent with the President’s America Reads challenge to help children learn
to read well and independently by the end of the third grade.
Expands Head Start -- leading to goal of one million kids in 2002.
Fully funds Technology Literacy Challenge Fund with at least $425 million in FY 98.
Largest single increase in higher education since the G.I. Bill in 1945.
Provides largest Pell Grant increase in two decades -- four million students could receive a
grant of up to $3,000, an increase of $300 in the maximum grant.
$35 billion of tax cuts targeted to higher education to make college more affordable for America’s
families, consistent with the President’s HOPE Scholarship and tuition tax deduction.
Adopts President’s full training and employment budget, including Job Corps.

Expand health coverage for as many as S million uninsured children.

Provides $16 billion for children’s health care, including Medicaid improvements and investments,

and/or a new capped mandatory grant program that supplements states’ efforts to cover uninsured
children in working families.

Secure and strengthen Medicare and Medicaid.

Extends the Medicare Trust Fund at least a decade through long overdue structural reforms.
Expands coverage of critical preventive treatments of diseases such as diabetes and breast cancer.
Preserves the federal Medicaid guarantee of coverage to our nation’s most vulnerable people.

Strengthen environmental protection and enforcement.
Provides $3.4 billion in 1998 -- a 9% increase over 1997 -- for EPA research and enforcement programs
to protect public health from environmental threats.
Provides funding to cover the expansion of the Brownfield Redevelopment Initiative to help
. communities cleanup and redevelop contaminated areas.
Likely to double the pace of Superfund cleanups -- 500 additional sites cleaned up by the end of 2000.

Move people from welfare to work and treat legal immigrants fairly.

A Welfare-to-Work tax credit to help long-term welfare recipients to get jobs.

Provides funding to preserve food stamp benefits for people willing to work.

Provides $3 billion to states and localities to move recipients in disadvantaged areas into jobs.
Restores $10 billion in disability and health benefits for legal immigrants.

Cut taxes for America’s hard working families.

A Child Tax Credit to make it easier for familics to raise their kids.

$35 billion of tax cuts targeted to higher education to make college more affordable
A Welfare-to-Work tax credit to help long-term welfare recipients get jobs.
Establishes additional Empowerment Zones and Enterprise Communities.



Summary of Budget Savings

President Clinton has achieved a balanced budget agreement that provides funding for critical investments in
education, health care, and the environment while strengthening and modernizing Medicare and Medicaid -- just
as he promised last year. We have cut the deficit 77% -- from $290 billion in 1992 to an expected $67 billion
this year. This historic achievement will finish the job, giving the American people the first balanced budget in
a generation, while meeting the President’s goals:

The First Balanced Budget in a Generation.

Saves over $200 Billion over 5 Years & about $800 Billion over 10 Years
Largest Increase in Education Funding in 30 Years - including $35
billion in tax cuts to make college more affordable.

Entitlement Savings of Nearly a Half Trillion Dollars over 10 Years.
Strengthens and Modernizes Medicare -- extending the life of the Trust
Fund more than a decade through long overdue structural reforms.

YN XXX

v Exe anded Health Coverage ﬁor as mcmx’ as 5 Million Children.
BUDGET AGREEMENT SAVINGS | |
AREA | - © 5 Year Savings |
. 1998-2002
(3 billion)
Discretionary Spending | |
. Defense ' =77
Nondefense | | -61
Subtotal a3
Mandatory Spending , | | |
Medicare - -115
Medicaid - -13.6
Other : -40
Subtotal |
Net Interest -14
Gross Savings -317
Initiatives |
Children’s Health ' 16
Welfare Reform | - 14
Tax Cut 85
Net Savings : -204 '




FACT SHEET ON THE BUDGET AGREEMENT
May 16, 1997

DEFICIT REDUCTION

First balanced budget in a generation. Budget balances by 2002 -- for the first time
since 1969.

Finishes the job. The 1993 Economic Plan has already reduced the deficit 77%, from
$290 billion in 1992 to an expected $67 billion this year. This budget agreement finishes
the job, balancing the budget by 2002 -- with $204 billion in net budget savings over the
next 5 years.

Keeps budget balanced through 2007. The agreement will maintain budget balance
until 2007, and save about $800 billion over the next 10 years.

»

CONSERVATIVE ASSUMPTIONS

Proven record on forecasts. For four years in a row, growth has been higher and the
deficit has been lower than predicted. For example, CBO predicted growth for 1996 of
2.0 percent and the Administration predicted 2.2 percent. Actual growth was 2.4 percent.
CBO forecast a deficit of $197 billion, and the Administration forecast a deficit of $211
billion. The actual deficit was - $107 billion.

* Conservative assumptions. The assumptions used in this agreement are similarly
‘conservative. The real growth assumption over the next 5 years (2.2 percent per year),

for example, is lower than the Blue Chip private sector consensus (2.3 percent). It is

.intended to reflect average growth over different stages of the business cycle. Since

1973, over several business cycles, growth has averaged 2.6 percent per year.

80% of the $225 billion in additional CBO revenue either already assumed or used A
for deficit reduction. The majority of the $225 billion adjustment had already been
assumed in the budget negotiations.

DISCRETIONARY SPENDING

Budget agreement achieves 99% of the President’s budget for non-defense
discretionary spending over the next 5 years.. $61 billion of savings in non-defense
discretionary outlays over the next 5 years -- a 10% real cut by 2002. $77 billion of
savings in defense spending over the next 5 years -- an 11% real cut by 200Z.
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TAX CUTS

. $85 billion in net tax cuts. $85 billion in net tax cuts over the next 5 years and $250
billion in net tax cuts over the next 10 years.

. $35 billion for the President’s education tax proposals. The agreement includes a
commitment to provide roughly $35 billion over 5 years for post-secondary educauon
including a deduction and tax credit.

. Other commitments. The agreement commits the House and Senate Leadership to seek
approval of various proposals, including:

-- $500 per child tax credit

-- The welfare-to-work tax credit

-- Capital gains tax relief for home sales -
-- The Administration’s EZ/EC proposals
-- Tax relief for brownfields legislation

-- Tax relief for FSC software

-- Tax incentives to spur DC growth

ENTITLEMENT SAVINGS

) Extends life of Medicare Trust Fund for more than a decade. Medicare savings of
$115 billion over 5 years and long overdue structural reforms, extending the life of the
Trust Fund for at least a decade. Helps protect the Medicare Trust Fund by reallocating a
- portion of home health care costs to Part B and phasing in these costs over 7 years into
the Part B premium.

. Modernizes Medicare. Modernizes Medicare by:

- Increasing the number of health plan options such as preferred provider
organizations and provider sponsored organizations;

-- Implementing a new prospective payment system for skilled nursing home
facilities, home health, and hospital outpatient departments; and

- Increasing financial incentives for managed care plans in rural communities.

. New Medicare improvements. Establishing new benefits including: helping prevent
breast cancer, colon cancer, and helping manage diabetes; setting aside $1.5 billion for
low-income protections to help ease the impact of Medicare premiums; and reducing
excessively high outpatient hospital coinsurance. :

. Reforms Medicaid while maintaining Federal guarantee. Medicaid savings of $13.6
billion through reductions in DSH payments and increased state ﬂex1b1hty, while
maintaining the Federal guarantee.
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CHILDREN’S HEALTH CARE

Invests $16 billion to expand health care coverage to as many as S million children
through one or both of the following: expanding Medicaid coverage by improving
outreach initiatives and adding new options for coverage and/or a capped mandatory

grant program.

EDUCATION

Largest increase in education investment in 30 years.

Fully Funds Education and Training. Adopts the President’s FY 1998 request for
discretionary education and training programs.

Higher Education Tax Cuts. Provides roughly $35 billion over five years for
postsecondary education tax cuts consistent with the President’s HOPE Scholarship and
tax deduction proposals. '

"Largest Pell Grant Expansion in Two Decades. Increases the maximum Pell Grant for

low-income college students to $3,000 -- the largest increase in two decades. Provides a
$1.7 billion increase in funding -- a 25% increase in FY 1998.

~ America Reads Challenge. Adopts the President’s budget request to launch a child

literacy initiative consistent with his America Reads program.

WELFARE TO WORK

-

Fully funds the President’s welfare-to-work jobs initiative. Adds $3 billion, the full
amount requested by the President for the Welfare-to-Work Jobs Challenge, to the TANF
block grant to fund welfare-to-work efforts in high-poverty, high-unemployment areas.
A share of the funding will go to cities and counties with large numbers of people in
poverty.

Preserves food stamps for people willing to work. Provides $750 million to create
additional work slots for able-bodied unemployed childless adults subject to the time
limit on food stamps. Also allows States to exempt a limited number of persons falling
into this category who are willing to work but would otherwise be ineligible for food
stamps.

Welfare-to-work tax credit. The President and the Congressional leadership have
agreed to seek a welfare to work tax credit to encourage employers to give welfare
recipients the chance to work.



RESTORING BENEFITS TO LEGAL IMMIGRANTS

. Benefits for legal immigrants. Restores full SSI and Medicaid benefits for disabled
legal immigrants currently receiving assistance; and for legal immigrants in the country
prior to August 23, 1996 who are not now receiving benefits but subsequently become

disabled.
ENVIRONMENT
. EPA enforcement and research. Provides a 9 percent increase, to $3.4 billion, for

EPA’s operating program -- which finances most of EPA’s research, enforcement, and
regulatory programs.. o

. Doubles the pace of Superfund cleanups. Pending agreement on detailed policies,
adopts the President’s proposals for Superfund cleanups of an additional 500 sites by the
end of the year 2000.

. Brownfields initiative. Boosts funding by $75 million in 1998 to provide grants to

communities for site assessment and development planning and to leverage state, local,
and private funds to foster redevelopment.

. National Parks. Provides a 6 percent increase for operation of the National Parks, and
an 89 percent increase ($234 million) for Everglades Restoration.
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REQUIREMENTS UNDER BBA MEDICAID,AMENDMENTS

States "shall”

*

offer beneficiaries required to enroll in managed care a choice of not:less than 2 '
plans, or when only one plan is available (rural area, for instance) a ch01ce of

. prowders (sec 4701)

see that the MMCO and the contract meet applicable Medicaid requirements of

section 1903(m) or 1905(t) and this new amendment sectlon 1932 (sec 4701)

permit beneﬁc1ar1es to dnsenroll for cause, and W1thout cause within the fnst 90 days
and annually thereafter (sec 4701)

prov1de only informational matenals that are easxly understood (sec 4701)

provide annually a chart-hke list of available MMCOS descrlbmg for each benefits
& cost-sharing, service area, and quahty & performance (sec 4701)

~mforrn beneﬁc1ar1es in wrmng of beneﬁts to Wthh the beneficiary is entitled under
~ Medicaid which are not available through the MMCO and of w;here & how

enrollees may access these (sec 4701)

prohibit dlscnmmatlon based on health status or requ1rements for services in PCCM

contracts (sec 4702)

spec1fy in contracts with MMCOs the benefits for whlch the MMCO is respon51b1e
to provide directly or to arrange (sec 4704) ‘

include in contracts with MMCOs emergency services (prudent layperson standard)
coverage without prior authorization and irrespective of network status (sec 4704)

develop and implernent, by Jan 1, 1999, a ‘quahty -assessment & improvement
strategy consistent with standards to be developed by' the ‘Secretary (sec 4705) -

provide in each contract beginning Oct 1, 1997 for external independent review of
the services for which the MMCO is responsible under the contract with respect to

' access, timeliness, and quality of outcomes (sec 4705)

make available independent review results to providers, .enrollees, and potential
enrollees (sec 4705) .
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approve, utilizing a medical care advisory committee, all marketing materials prior
to their distribution (sec 4707)

have conflict-of-interest safeguards in place at least equal to federal,  before
contracting (sec 4707) '

have intermediate sanctions in place before contracting (sec 4707)

appoint temporary management of MMCO (without a pre-termination hearihg) and
permit enrollees to terminate without cause, when continued egregious behavior or
substantial risk to enrollees’ health has occurred (sec 4707)

have authority to terminate an MMCO contract after a heafing (sec 4707)

allow beneficiaries to remain eligible for six months, once enrolled (sec 4709)

provide a public process around rate-setting for facilities (sec 4711)

allow a reasonable timeframe for review and comment by beneficiaries and their
representatives on the rate-setting process (sec 4711)

permit all qualifying persons to apply for assistance to cover Medicare premiums,
deductibles, and co-payments for additional dual eligibles on a first come- ﬁrst served
basis until the allotment is reached (sec 4732)

provide only informational materials that are easily understood (sec 4701)

make available on request information on providers, enrollee rights & responsibili-
ties, grievance & appeal procedures, covered items and services (sec 4701)

not prohibit a provider acting within lawful scope of practice from advising patient
about status or treatment regardless of coverage under the contract (sec 4704)

establish an internal grievance procedure for enrollees and providers to challenge
denials of coverage or payment (sec 4704)

provide adequate assurances to the state and the Secretary re capacity to serve the

expected enrollment, including appropriate range of services for populatlon to be
enrolled (sec 4704)

g
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provide that enrollees may not be held financially liable (sec 4704) -
not discriminate against providers solely on‘license or certification (sec 4704)
meet solvency standards (sec 4706)‘ '

not market enrollment through tie-ins to other msurance door-to~door canvassing,
or cold calls (sec 4707) :

be subject beginning Aug 5, 1997 to any lawful sanction under Medicare or Medicaid
for ‘imposition of excess charges when imposing charges on an dually. eligible
individual in a case where the state’s payment to. Medlcare has been reduced or
ellrmnated by the amendment (sec 4714) "+ -

PCCMs "shall"

%

have 24-hour availability of information, réferral, and trezitment for medical
emergencies (sec_ 4702) S ' n

The Secretagg "shall"

*

estabhsh in consultation with the states, quahty standards by Aug 5, 1998 with
which state quality strategies wﬂl be consistent (sec 4705)

monitor the states’ development and 1mplementat10n of quality strategies (sec 4’705)

establish, in consultation with states, a method: for identifying entities qualified to
conduct external 1ndependent reviews of services under contracts (sec 4705)

contract with an independent quahty review organization, coordinating with NGA, to
develop protocols to be used in external mdependent reviews after Jan 1, 1999 (sec
4705) ‘ n

study by Aug 5, 1999, in consultation with represeniatives of beneficiaries with
special needs and others, safeguards needed for special needs and chromc enrollees
(sec 4705)

review contracts > $1,000, 000 begmmng Jan 1, 1998 and grant pnor approval as
warranted (sec 4708)

study and réport by Aug' 1, 2001 on the effect of rate-setting method.é used on
access and quality(sec 47 11)
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allocate to states an additional limited federal share, without any requirement to.
match with state funds, to cover Medicare premiums, deductibles, and co-payments
for additional dual eligibles on a first come-first served basis (sec 4732)

study and report by Aug 5, 1998, in consultation with governors and representatives
of appropriate beneficiary organizations, the Early and Periodic Screening, Diagnosis
and Treatment (EPSDT) program (sec 4744)

0 "shall"
- conduct a study and analysis (no date specified) of quality assurance programs and

.~ accreditation standards in private sector and Medicare, and determine if they are
~  applicable to MMCOs in Medicaid (sec 4705)

RIGHTS OF BENEFICIARIES UNDER BBA MEDICAID AMENDMENTS

Yéneficiaries "shall”

- be offered a choice of not less than 2 plans when required to enroll in én MMCO as
- a condition of receiving Medicaid, or when only one plan is available (rural area, for
instance) a choice of providers (sec 4701)

. be permitted to disenroll at any time for cause, and without cause within the first 90
~days and annually thereafter (sec 4701)

) be informed in writing of benefits to which the beneficiary is entitled under Medicaid
.. which are not available through the MMCO, and of where & how enrollees may
access these (sec 4701)

receive on request from an MMCO information on providers, enrollee rights &
responsibilities, grievance & appeal procedures, covered items and services (sec 4701)

receive from the state and the MMCOs only informational materials that are easily
understood (sec 4701)

have made available independent review results of services for which an MMCO
" is responsible under contract (sec 4705)

not incur liability from Aug 5, 1997 when a state’s payment to Medicare on behalf
of a dually eligible person is reduced or eliminated by the amendment (sec 4714)
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5
* be able to receive home and commuhiti—based waiver services without the

requirement for a prior discharge from a nursing home or an ICF/MR (sec 4743)
OPTIONS UNDER BBA MEDICAID AMENDMENTS

States "may”

* require individuals eligible for Medicaid to enroll with an MMCO as a-condition -
of receiving Medicaid (section 4701)

* ignore ihe previous restriction to 75% of plan enrollees paid for by Medicare or
Medicaid (sec 4703) : '

* extend coverage for a full year for ehglble children through age 18 (sec 4731)
* permit-disabled workers up to 250% of the poverty level, and ehglble for SSI except

for their earnings level, to buy into Medlcald on a sliding scale to be set’ by the state
(sec 4’733)

August 20, 1997

Robert Bohlman
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2000 5 0 0 0 1]
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2005 94 12 7} 668 35
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2009 240 45 33 0| . 1487 76
2010 281 44 3B 0]~ 1720 86
2011 az7 45 44 180 1857 100
2012 363 - 45 - - B3 110 - 2215 113
2013 - 397 48 67 -104| ' 2889 138
2014 [ <¥ 3 - 45 83 93 3190 163
2015 465 47 102 79 3716 190
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2017 5§37 38 48 1486 102 :
2018 574 39 48 14 190 169 113 3577 off-bud
2019 510 40 4% 15 180 14 122 0 Medicare
2020 852 41 49 15 150 221 135 320 on-hud
2021 635 43 50 17 190 248 147 ~180 credit prog
2022 735 44 50. 18 180 278 155 3718 TOTAL
2023 118 45 51 19 180 310 159
2024 813 46 - . 51 19 180 344 163
2025 852 43 52 20 180 37 154
2026 898 43 82 20 180 417} 167
2027 841 =1 53 21 180 457 170
2028 987} 52 §3 2 180 - 489 171
2029 1035 - B4 54 22 190 544 | 172
2030 1083 55 54 21 190 591 171
2031 1150 - 57 55 22 180 641 188
2032 1218 59 55 2 180 - 694 .. 194
2033 1282 61 56 23 1806. - 750 202
2034 1352 - 62 56 24 190 810 210
2035 1425 . 64 57 25 180 872! 217
2036 1509 66 57 . 25 180 azg | . - 231
2037 1598 68 58 26 180 1008 2471
2038 1891 - 70 58 27 180 1084 262
2038 1776 72 59 28 190 1162 265
2040 1862 78 59 28 180 1246 | 264
2041 . 1967 7? ‘80 29 180 1334 277
2042 2077 79 ) 30 190 1427 291
2043 2190 81 61 31 190 1526 . 301
2044 2304 84 61 32 190 1630 307
2045 2422 86 - 62 33 180 1740} ° 310
2045 2545 12 62 34 - 180 1857 313
2047 2671 a2 83 35 180 1980 311
2048 2815 94 63 36 190 2110 321
2049 2062 a7 64 37 180 2248 326
2050 - 3097 100 64 38 180 2394 311



CBO MEDICARE BASELINE & BALANCED BUDGET ACT
{By fiscal year, {‘n billions of doffars)

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007  [1988-2002]1988-2007
) Total Total
JANUARY 1987 BASELINE - C
Hospital 89 93 96 100 -.105 109 13 . 17 121 125 483 1068
Physicians 32 34 34 35 35 35 36 37 38 39 170 355
Managed Care 34 43 57 58 73 86 101 128 141 153 264 873
Skilled Nursing Facility 14 15 17 18 19 21 22 23 25 27 83 200
Home Health 21 23 25 28 30 32 35 38 40 43 127 316
Other Providers 34 37 40 44 48 52 57 62 - 67 72 202 513
Premium Revenue -21 «22 -23 -25 -26 =27 -28 -29 -31 -32 -117 «264
Federal Spending /1 202 222 246 257 284 308 336 376 | 402 427 1212 3060
JANUARY 1997 BASELINE: POST BBA o
Hospital 86 87 89 92 g8 | 100 104 107 111 114 450 984
Physicians 32 33 33 .33 34 34 35 36 37 37 164 344
Managed Care 33 41 48 51 80 76 89 112 113 144 243 77
Skilled Nursing Facllity 14 14 15 " 15 16 17 18 19 20 21 74 168
Home Health 20 21 .21 23 25 27 29 31 33 35 111 266
Other Providers 32 34 37 41 45 850 55 60 66 71 188 480
Unallocated savings /2 ] -1 I 1 -1 - -1 3 ST
Premium Revenue 1 -24 26 . 20 32 36 -40 -45 -49 54 432 . 357
Federal Spending /1 195 206 216 236 - 242 266 - 288 320 328 367 1085 2665
- MARCH 1995 BASELINE - - -
Hospitat : ) 87 86 91 95’ 99 104 108 112 117 123 457 1021
Physicians 32 3z 33 34 35 36 37 38 39 40 165 355
Managed Care 33 37 41 49 48 | 60 70 88 88 108 208 623
Skilled Nursing Facility 13 13 13 14 14 15 16 17- 18 20 67 153
Home Health 18 15 17 16 17 18 20 21 23 24 79 185
Qther Providers 29 28 31 34 37 41 45 49 54 59 158 406
Premium Revenue -21 ~22 =23 -25 -28 -31 -34 -38 -40 -44 -118 -306
Federa! Spending /1 187 188 202 215 223 244 262 287 299 330 1016 2437
DIFFERENCE: POST-BBA 97 AND 99
Hospital 1 -2 1 3 4 4 4 5 7 9 8 a7
Physicians 0 -1 0 1 1 2 2 2 2 3 1 1
Managed Care 0 -4 -7 -13 -1 -15 -18 -25 -25 -36 -35 -154
Skilled Nursing Facility -1 -1 -2 2 -2 -2 -2 -2 -2 -2 7 -15
Home Health -5, -6 -5 -8 - -8 -9 -8 . -10 -10 1 -32 -81
Other Providers -3 6 -6 -7 -8 -9 -10 -11 -12 .12 31 -84
Unallocated savings /2 .0 -1 -1 S -1 -1 L S R -1 < T
Premium Revenue 1 2 3 4 5 5 6 7 9 10 | 14 51
Federal Spending 11 - -8 -19 -15 -22 -21 -24 -28 ~34 ~31 -39 -85 -242

11 Excluding administrative costs and disa'etibnary outlays :
12 Includes savings that apply across service categories (e.g., Medicare as secondary payer; new preventive benefits)
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SR EXPLANATION OF OMB AND CBO SCORIN FERENCES FOR BBA MEDICARE
Medicare: Summary of OMB and CBO Scormg :
FY 1998 - FY 2002

(OACT standalone estimates, OMB calculations of managed care interactions)

OMB Scoring

CBO Scoring | OMB over CBO

Managed Care $21.7 billion $45.5 billion $23.8 b11110n
Hospitals | $39.9 billion . $56.3 billion $16.4 billion
Medicaid Cost Sharing | ($4:4 billion) ($2.3 billion) $2.1 billion

Part B Premiums $14.8 billion $16.3 billion $1.5 billiqn
SNF/Hospice $9.7 billion $10.4 billion . $0.7 billion
'Home Health $16.2 billion $16.7 billion $0.5 billion
Physicians - $4.9 billion $5.3 billion $0.4 billion
Fraud and Abuse $0.1 billion $0.3 billion $0.2 billion

Other Policies

($1.7 billion) ($1.8 billion) (80.1 billion)

MSP $7.9 billion $6.8 billion ($1.1 billion)

New Benefits ($3.9 billion) ($6.5 billion) ($2.6 billion)

Other Part B $6.9 billion $3.0 billion (3.9 billion)
[Total $112.1 billion $149.8 billion

$37.7 billion

. What is the difference between OMB and CBO scoring of the BBA Medicare provisions?

OMB (the HCFA Actuaries) scored $149.8 billion in savings over five-years and $513.0
billion in savings over ten-years to the BBA Medicare policies. CBO scored the same

policies at $112.1 billion ($37.7 billion less than OMB) over ﬁve-years and $3 86 billion
($127 billion less than OMB) over ten-years.

i —————

*« = Compare OMB savings to the savings in the Vetoed 1995 Conference Agreement.

The initial seven year savings (FY96-FY02) attributable to the vetoed 1995 Conference
Agreement, as scored by CBO, totaled $226.8 billion. Adjusting those policies forward,
OMB estimates that the Conference Agreement would have reduced CBO’s Medicare
baseline by 17 percent, or $336.7 billion, over the seven-year period FY98-FY04. By-

© contrast, the savings over the same seven-year period attributable to the BBA pohcnes

w111 reduce the OMB baseline by only 14, percent or $270.3 bllllon

‘DRAFT

August 28, 1997



"« Explain the difference between OMB and CBO scoring.

‘The bulk of the difference occurs in the estimates for Medicare+Choice and hoépitals.v
: Med1care+Ch01ce OMB scores $23. 8 bllllon more savings to Med1care+Ch01ce than
. does CBO ($45.5 billion from OMB vs. $21.7 billion from CBO). Disagreement about
the effects of the BBA’s mandated risk adjustment of Medicare+Choice payments )
. accounts for $10 billion of this difference: OMB scores $10 billion in savings to this
provision, while CBO scores no savings. Most of the remaining difference can be
explained by larger OMB savings from fee-for-service providers. Due to the link
between fee-for-service growth and Medicare+Choice payments every cut to a fee-for-.
service provider also results in a cut in managed care payments. Thus, OMB’s higher
~ level of fee-for-service savmgs automatically results in a hlgher level of managed care
~savings. :

- Hospitals. OMB scores $16.4 billion higher savings from the hospital provisions than
.does CBO ($56.3 billion from OMB vs. $39.9 billion from CBO). CBO and OMB

scoring differed significantly for 4 of the approximately 20 hospital policies in the
-~ The PPS update (+$5.7 billion over CBO). OMB assumes a higher hospita
market basket than CBO, thus achieves more savings from a freeze in hospital
payments than CBO (savings from a freeze are equal to the hosp1ta1 market
basket).
-- PPS capital (+$1.9 billion over. CBO). CBO appears to attribute a hlgher
percentage of their hospital baseline to operating costs than OMB; thus a capltal
: cut achieves lower savings off of their baseline.
-- Hospital Transfers (+$3.9 billion over CBO). The final BBA pollcy was limited
- to 10 DRGs for two years. OMB assumes that this policy will be expanded
beyond 10 DRGs after two years, whereas CBO believes that the pohcy will
-~ remain limited for a longer period of time.
"--- " Graduate Medical Education (+$3.1 billion over CBO). The main focus of the
“GME policy is.a cap on residents. OMB assumes that resident slots will grow by

between 3-4 percent per year while CBO assumes a growth rate of appr0x1mately
2 percent Thus OMB achieves more savmgs

[

‘DRAFT | August 28, 1997 @ :



CBO January Baseline |

MEDICARE GROWTH RATES

Comparison of OMB and CBO BBA Impacts on Net and Per Capita Spendmg

Five and Ten Years, All Mandatory Outlay, $s in billions

DRAFT

OMBI/CBO Difference, Pct. Point

OMB FY 1998 MSR Baseline

@ 8/28/97

FY 1997 - FY 1997 - FY 1997 - FY 1997 - FY 1997 - FY 1997 -
FY 2002 FY 2007 FY 2002 ~ FY 2007 FY 2002 FY 2007
Baseline Spending 1,4185 3,290.7 Baseline Spending 1,432.7 3,262.8 Baseline Spending 14.2 (27.9)
Spending Growth 8.8% 8.6% Spending Growth 8.9% 8.7% Spending Growth, 0.1 0.1
Per Capita Growth 7.5% 7.2% Per Capita Growth 7.6% 7.2% Per Capita Growth 0.1 0.1
Post-BBA Spending " 1,306.4 2,904.4 Post-BBA Spending 1,282.9 2,749.0 Post-BBA Spending (23.5) (155.4)
Spending Growth 5.6% 7.1% Spending Growth 4.9% 6.2% Spending Growth {0.7) {0.9)
Per Capita Gmwth 4.3% 5.6% Per Capita Growth 3.6% 4.8% Per Capita Growth (0.7) (0.9)
Spending Difference (112.1) (386.3) Spending Difference (149.8) = (513.8)] | Spending Difference (37.7) -127.5 :
Spending Growth (pct pt) (3.3 (1.6) Spending Growth (pct pt) (4.0) (2.5) Spending Growth (pct pt) (0.8 (1.0)}
Per Capita Growth (pct pt) (3.3 (1.5)] . Per Capita Growth (pct pt) (4.0) (2.5) Per Capita Growth {pct pt) (0.7) . (0.9)
OACTCBO.XLS 2:49 PM




MEDICARE: Comparison of 1995 Conference Agreement (CBO) and 1997 BBA (OACT) Seven Year Scoring o DRAFT
(fiscal year, dollars In blllions) )

' : Total
Fiscal Year 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 | FY96-FY02 FY98-FY04
CBO -~ SEVEN YEAR SAVINGS FROM 1995 VETOED CONFERENCE AGREEMENT
Net Mandatory Outlays, CBO 12/95 /1 ) 157.0 176.6 194.9 2131 233.3 254.7 278.3 303.7 328.3 356.5 1,654.6 1,967.9
Growth - 12.5% 10.4% 9.3% 9.5% 9.2% 9.3% 9.1% 8.1% 8.6% - 9.9% 9.0%
Per Capita . $ 4,180 $ 4632 $ 5039 § 5448 $ 5,397 $ 6363 § 6872 § 7415 § 7,922 § 8,49
Growth - 108% ~  88% 81% 82% 7.9% 8.0% 7.9% 6.8% 7.2% 8.5% 7.7% °
Net Medicare Cut /2 ) - - 64 138 228 - 34.2 41.8 50.0 57.8 . 624 = 677
Percent of Baseline o ‘ - 3.6% 71% - 10.7% 14.7% 16.4% 18.0% 19.0% 19.0% 19.0% |
Revised Net Mandatory Qutays ' 157.0 170.2 181.1 190.3 199.1- 212.9 228.3 2459 265.9 288.8 ’
Growth - 84% 6.4% 51% - 4.6% 6.9% 7.2% 7.7%  81% 8.6%
Per Capita ' $ 4180 $ 4,464 $ 4,683 $ 4865 $ 5032 $ 5319 § 5637 $ 6004 $ 6417 $ 6,882
Growth 0.0%. 6.8% 4.9% 3.9% 3.9% 5.7% 6.0% - 6.5% 6.9% 7.2%
Spending Growth Rate Change, - (4.1) (4.0) (4.3) (4.9) (2.2) (2.0) (1.4) 00 0.0
Per Capita Growth Rate Change - (4.0) (3.9) (4.2) (4.8) (2.2) (2.0) (1.4) 0.0 (0.0)

OACT -- SEVEN YEAR SAVINGS FROM 1997 BBA

Net Mandatory Outlays, OACT FY 98 MSR 159.8 174.2 187.8 204.7 2240 ~ 2436 264.9 287.8 3124  339.0 1,586.9

,876.4

Growth - 9.0% = 7.8% 9.0% 9.4% 8.8% 8.7% 8.7% 8.6% 8.5% 8.8% 8.8%
Per Capita $ 4254 $ 4569 $ 485 $ 5233 $ 5661 $ 6087 $ 6541 $ 7,027 $ 7,539 $ 8,079

Growth R 7.4% 6.3% 7.8% 8.2% 7.5% 7.5% 7.4% 7.3% 7.2% 7.4% 5%
Net Medicare Cut . - <. -\ 87 18.7 31.4 41.3 496 . 56.5 64.1
" Percent of Baseline - - - 42% . 8.4% 12.9% 15.6% 17.2% 18.1% 18.9%

Revised Net Mandatory Outays 159.8 174.2 187.8 196.0 205._2 212.2 223.5 2382  256.0 2749 1,437.2 1,606.1
Growth 0.0% 9.0% 7.8% 4.4% 4.7% 3.4% 54% 6.6% 7.5% ' 7.4% 5.9% 5.6%
Per Capita 4,254 4,569 4,856 5,012 5,188 5,301 5,520 5,816 6,176 6,552
Growth 0.0% 7.4% 6.3% 3.2% 3.5% . 2.2% 4.1% 5.4% 6.2% 6.1% 4.6% 4.4%
Spending Gro.wfh Rate Change - - - (4.6) (4.7) (5.4) - ’ (3.4) | ’ (2.1) (1.1) (1.1) (2.9) (3.2)
Per Capita Growth Rate Chap(ger i - . - - - (4.6) (4.7) (5.3) (3.3) (2.1) (1.1) (1.1) T(29) (3.2) .
Enrollment 376 38.1 38.7 39.1 39.6 40.0- 40.5 41.0 414 .. 420

Notes:

1/ FY 03 and FY 04 CBO 12/85 baseline grown by growth rates for those years in the 1/97 CBO baseline
2/ FY and FY 04 savings amounts are estimated as the same baseline reduction from FY 02 (19 percent).
All per capitas are calculated using OACT's unduplictated count of beneficiaries.
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Questions & Answers on Medicaid and Children’s Health in the Mid-Session Review

What are the differences in OMB and CBO scoring of the Medicaid provisibns? |

Net Medicaid savings from the BBA are $14 billion over five years under CBO scoring
and $8.8 billion over five years under OMB scoring. The scoring of four policies (DSH,
Boren Amendment, FQHC reimbursement, and Medlcald rates for Medicare cost sharing)
contribute to most of the difference in the savings estlmates In general, the savings are
lower under OMB scoring because the OMB Medicaid baselme is lower than the CBO
basehne

Explain the Children’s Health estimates

Both OMB and CBO scored the Children’s Health prov1510ns with $24 bllhon in costs
over five years. Of the $24 billion, roughly $20 billion is for grants to States for the new
program and $4 billion is from Medicaid interactions with the new program.

Why are five-year Medicaid savings $0 in the Mid-Session Review?

The Balanced Budget Agreement format was a convenient way for the ' Administration

-and Congress to track the major categories of spending and savings during the budget
negotiations. In addition to the Medicaid savings policies, many other parts of the budget
(e.g., changes for immigrants and Veterans’ programs) affected Medicaid 1nd1rectly At
the time, these effects were tracked separately.

When you shift to a more trad1t10na1 budget accounting structure, with all of the changes
to Medicaid tracked on a unified basis, OMB estimates that the total net effect on the
Medicaid baseline will be $0 over five years. CBO would estimate that the total net.
effect on the Medicaid basehne would be apprommately $7.2-billion in savmgs over the
same period.



Medicaid and Children’s Health

(Costs/Savings, $ in Billions)

CBO Scoring of BBA

Budget A'greementv ‘ OMB Scoriiig of BBA
98-02 98-07 98-02 98-07 98-02 98-07
Medicaid -13.6 . -65.5 -14.0 -48.0 -8.8 + -31.0 -
Children’s . ,
Health 16.0 389 23.9 48.1 24.3 51.5
Medicaid | |
Immigrants 1.7 3.0 2.0 35 35 8.0
VA-
Medicaid
Costs 1.1 1.1 1.1 1.1 1.2 12

The Budget Agreeinent called for net Medicéid savings of $13.6 billion over five years.
CBO scored net Medicaid savings of $14.0 over five years from the BBA. OMB (the
HCFA Actuaries) scored net Medicaid savings of $8.8 billion over five years.

" Four Medicaid savings proposals contribute to most of the difference in OMB and CBO

~ scoring. Because the OMB Medicaid baseline is lower than the CBO baseline, the HCFA .

- Actuaries assume less savings from: the new disproportionate share hospital (DSH)
payment limits; the repeal of the Boren Amendment; the elimination of 100 percent of
cost reimbursement for Federally-qualified Health Centers, and allowmg States to pay
Medicaid rates for Medicare cost-shanng obhgatlons

OMB and CBO scoring of the Children’s Health proposals is roughly the same. Ofthe
$24 billion in spending on children’s health over five years, approximately $20.billion is
for grants to States and approximately $4 billion is from increased Medicaid spending
related to children’s health. The Budget Agreement called for $16 billion in spending
over five years. The BBA included a tobacco tax, which increased spendmg on
Children’s Health to $24 billion over five years.

The FY 1998 Mid-Session Review will include OMB scoring of Medicaid and Children’s
Health provisions in the BBA. Medicaid and Children’s Health scoring will be displayed
two different ways in the document. The document will show savings and spending that
match the categories outlined in the Budget Agreement. The document will also show a
total Medicaid savings estimate that includes the effects of all of the BBA proposals
(Medicaid, Children’s Health, Immigration, and Veterans’ proposals) on Medicaid.



pra

« The following tables show the two ways Medicaid savings will be displayed.

Display Simiiar to the Budget Agreement'(Coéts/Savings, § in Billions)

1998- 2002

(total will include Medicaid and SSI costs)

3.5 in Medicaid

19982007
Net Medicaid Savings -8.8 =310
Children’s Health* 243 + 515
Immigration total will include | total will include

8.0in Medicaid |

Net Savings from Veterans’ Proposals
(total will include VA savings and Medicaid costs) -

total will include
1.2 in Medicaid

- total wiH include

1.2 in Medicaid

“* Children’s Health total includes $4 billion in Medicaid costs over five years, and $11.8 billion

over ten years. ~

Display Showing a Comprehensive Medicaid Total (Costs/Savings, $ in Billions)

1203

1998-2002 1998-2007
Total Medicaid Savings 0.0 - -10.0
Children’s Health 397




Medicaid Baseline Comparison - OMB and CBO Post-Reconciliation Baselinés

(Fiscal Years, $ in Billions)

Total  Growth

74%

*Includes Medicaid effects of Children's Health, Welfare, Medicare, and Veterans' Provisions

Page |

8.1%

. : Total  Growth
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 98-02 97-02 98-07 97-07

OMB Baseline , ) - CT ‘

~ FY 1998 Mid-Session Review Baseline 975 103.7 1107 . 1192 128.6 1386 . 1503 163.1 1773 1925 209.0 600.8 -1,493.0 £
Growth ~ 63%  68% - 76%  19%  18%  84%  85%  87%  85%. - 8.6% 1.3% 7R
Total Medicaid Effects of 1997 BBA® 0.0° 11 0.7 0.1 07 -1.1 -1.6 -8 20 2.1 23 0.0 -10.0 )
FY 98 MSR "Post-BBA" Baseline 97.5 - 1048 1115 119.0. 1279 1376 1487 . 1613 175.3 190.3 206.7 600.7 . 1,483.0 :
Growth s ' 7.4% 6.4% 6.8% 7.5% 7.5% 8.1% 8.5% 8.7% 8.6% 8.6% 7.1% ' 1 18%
CBO Baseline . . N
January 1997 CBO Baseline 98.6 1053 136 1229 132.8 143.8 155.9 168.7 183.1 198.9 216.2 6184 1,541.2
Growth . 6.8% 7.9% CR1%% 8.1% ‘ 8.3% 4% 8.2% 8.6% 8.6% "8.7% 7.8% ) 8.2%
Total Medicaid Effects of 1997 BBA‘E 0.0 - 06 -0.4 -1.4 29 . -3.7 -4.5 -52 -5.8 -6.7 17 13 -37.7
CBO "'Post-BBA” Baseline 98.6 1059 1132 121.4 1299 1401 151.3 163.5 1773 192.2 208.6 610.6 1,503.5 .
Growth 6.9% 7.3% 7.0% 7.9% 8.0% 8.4% 8.4% 8.5% i 1.3%| - - 1.8%
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~ MAJOR POLICY ISSUES TO BE RESOLVED T e
"IN RECONCILIATION CONFERENCE - Urspr=spme
Prepared by the Majority Staffy, House and Senste Committees on the Budgd
4 A 15 Joly 1997 . 3} .
HOUSB-PASSED BILL S!NATB-PABSED BILL <. WHETE HOUSE POSITION mcm’ AGREEMENT
' - mmpm? :

Mtdlnnlllnm-dleau cmlel

Cmm out of smounts attributable to

Carves-out DSH, IME, and DME from the " - || Supports Seaste and House Commem pmviﬂnns :

R e e - > o

Payments to ! No explicit aumption, - - e
MadicarsPlus | disproportionate share hoapitals [DSH), Indireet’ ! Mcdicsu Cholce payroent over 4 years, © fonecarve-out o o
Health Plana || medical educstion [IME] costs, and direct medicat . :
: ; educmon (DME] costs, ; ;
H - COMMERCE —~ Phases out emountsovee |
ycar:. i
- WAYS AND MEANS — Maintains amounts In
MedicarePlus payments, v |
Capitation Derive from a blend of Jocal and input price Uses o 50-50 blended pryfnent of locai end Supporis Commerce 70/30 blend. Alse sﬁppom | Assumes refarming managed eare payment
Payment adjusted netlonal costs, with provisions for the national costs {hat are not input price-adjusted. House links to fee-for-service pryments and " i methodology to address geographic dispasities,
Rate Se:nmytodmkopandlmptememﬂxk Growth in payments tied to GDP growth, " | House approach to risk adjuytment, o . o
. ;djmmem by 2000, . Establishes *new enroliee” risk adjustment.”

I+ COMMERCE~ meem!ml.mgmm

national.

« WAYS AND MEANS ~ 50-50 blend, vpdam‘
Hnks to fowﬂx in FFS Medlcare,

RECONCILIATION CONPERENCE ISSUER
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SENATR-PASSED BILL

. BUDGET AGREEMENT

HOUSE-PASSED BILL WHITE HOUSE POSFTION
MEDICARE [Modlclnrlu-m.dlclu"mloléol {continued)
Windmuem - COMMERCE — Flogir of $350 in 1998. Seus lnillull} sets $350 payment floor and minimum 'Supports Commercs floor. Assumes reforma to address gcognyhlc
Monthly payment at 100 percent of 1997 rate for 1998, 101 || Increase, but provides for adjustment to Increase o disparities.
Puyment . |l percent for 1999-2000, 102 percent fur 2001 nnd floor to 85 percent of nationsl averege (over .
Minkmum . beyond. $400), ﬂmnctdby uducln; minimum increase to
Update , S - 2800,
< WAYS AND MEANS — Floor of $350 for 1998; R Ts .

., . |jminimbm payment increxss - oflb! percent of the e e i

.. Jerldt year's mts, gl T _ . , , . ‘ -
waass ¥ Provides for medical savings sccount [ {| Altows 100,000 enrolices. Limits cost-sharing to || Supparts Senale with current law “bafance bllling” || No explicit assumption.

E demonstration, aliowing 500,000 individualn to 1 stnounts allowed under BIPAA. Il imitations, Demo should be as small as possible

z enroll . N : and limiled goographically for a trial pericd (e.8.,

. - NP . msme:fbrﬁyam). )
Piivetefoe- [ No provision, { Private fes-for-servics option. Allows ) Strangly opposes any provisioo to allow "bxlancs * I No explicit assumption..
for service ‘ ' | beneficarios to add funds for health care services. || bliling.* . :

! . i
Y Other Medlicare Issuss
Home Mealth 'l'hn:fm homs health spending (afiez 100 vishts Phases in transfer aver 7 years, I Supports Houss Comefee Committes provisios || Assumes extending mlvency'pf tho Part A trust
Spending or not following s bospimlmﬂun) from Pert A w || because It Is explicitly consistent with the || fund for at 1sast 1O years through & combination of
* Transter Part B. Agreement and extends the life of the Trust Ford || savings and structurai reforms (including the -

<« COMMERCE -~ Makes entire tnmfer
Immedistely.

- WAYS AND MI'ANS - Fhinses In trensfer over 6 .
years. :

by 2 addsuonul years,

home horlth transfer).

RECONCILIATION CONFERENCE ISSUES
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HOUSE-PASSED BILL SENATE-PASSED BILL WHITE HOUSE POSITION BUDGET AGREEMENT
) _ ) _ MEDICARE [other Medicars Iasuss] (continued)
ey - || No provision. Conforms Medicaro ellgibility sgeto Social . || Sirongly opposes. No explicit sssumpilon.
. Age : Security’s normal retirement age, saving $10.2 . - ’ -
S billion from 20032007 and reducing Medicare’s
' ) N long-term deflclt by 0.2 pemm of payroll. - . ) B o
Incoroe -|f No provision, Phuses vp pmrdpm from cument 25 percent of Supportive {n concept but oppose how poticy Is No explicit essumption.. )
_Relntad ) ) program costs to 100 percent, saving 53.9billlon || structured {n the Senate. Prefer.75-percent : . P
Promhm over S yewrs, $19,6 blllion over 10 years, Phase-n | pheseaut, Indexing Income (hresholds to sccoun -—-’7 L On innlle s acts /&" i.». o
_ ) ! would be over Incama ranges: for single persons |} for Inflation. Administation y ity wiyld M o h/o”p
&F ' i P f r (4 iné
= ] with Incomes of $50,000 to $100,000; for couples  }| feaslbie option. « : . B /9000 Wrwdi G T 4
& ewlpobn'er 1o
. | with Incomen of $75,000 to $123,000, wagled. Lose s ,hﬁ :." - :d'.m “
Horta Meatth || No provision. 1 |l 58 doltar copsyment upplying only to home health || Strongly opposes. - No expllcit asumption,  ##/% w el
Copiiyment | visits paid from Part B; eapped at annual hospital L 4 “"Y 3
: : deductible; suves $4 7 billionover 5 years. . - ’ ‘
Madical « COMMERCE ~ Limits mneconomle dmagn Na pmvhlon. Strongly opposes House provisions. No expliclt aséx:mmlon.
. Malpractics | ta $250,000; implements othec tefcrms. - : . RN -
« WAYS AND MEANS — Limits nouemomle f
damages to $250,000; implements otker reforms. . ) .
1D0-Your WAYS AND MEANS — $386 bill:on. (Commerce || Saves $447 biltion over 10 yem. ' Belisves Senate bill raﬂs 1 year short of the Assumes net [0-year savings of $434.0 bmml.
Bavings does not have jurisdiction over the full amonnt) - C ‘ ) Agreemnent 10-year trust fund solvency.y and extending trust fund 11> by at feast 10 years,
' VAm:DMeds || No provision, - Requires maneged care and fee-lor-service . Supports inclusion of VA end DoD supfvention | No explicit assumption. -
icare Subs demaonstrations of Medicary reimbursement to the | demonatrations, but wants changes 1 address .
veniion Depsrtments of Veterans Affalrs and Delense, soncaras with fee for service and piyment rats
' Demenstrm ’ , v . * || components of the DoD dem

RECONCILIATION CONFERENCE ISSUZS
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* HOUSE-PASSED BILL

SENATE-PASSED BILL -

. - WHITE HOUSE POSITION -

- BUDGET AGREEMENT

MBDICMD-

Stves $12.9 billlon, afler adjusting the CBO-

Snppom $136 billimi ifinet mr!np wnd spmdlng

Tutal Savings ; Saves net otSM 7 blltinu over s yeans. | Assumed net Me&lcaiﬂ mdax: of $13.6 blll!m
reported savings for Medlesld-related changes . ) ) on new nitistives described in the Agrecment. - - Jlover 5 yem
: ‘because of the child health insursnce Inltistives. . || A ’ Sy ‘
DEH Reduces disproportionats m hosp!ul [DSH) Reduces dupmponionm lhm ho:plm [‘DSHI A in OBRA 1993, DSH.policy should be. ‘Assumes mrinu wre dermd from reduced DSH.
Reductions | payments by $15.3 billion gross aver Syeers by | peyments by $16.0 bifllon gross over S years by deslgned to'svoid mdus s hardship on. my Sma: ‘ p-ymema end nexiblllty pravit!om
establishing additlenalcaps on State DSH - eatablishing sdditions] caps on State DSH ’
R sllotments for fiseal yeary 1998-2002. The State || sllotments fiyr fiscal-years 1998-2002. Freezey .-}~ Suppons Presldent's 1998 hudgsl propoug N
= DSH allotments for States in which 1993 DSH . | i very low DSH States for 5 years (below 3 percent || which tukes an equal percemtage reductlcn ﬁ'om 'y .
& I pryments wers less than | pemmotbalmedml DSHY; lowsDSH (sbové 3 percent but below 12 - || State’s total DSpremﬁng,upm m“uppe: - i .
F sssistance spending would be frozen atthe tevel | l [ percenit) get phised-in 15-percent ceduction from | limiL® - -
g [efpeyments for DSH adjustments in those States * || shelr allotments; high DSH (shove 12 perceat) get
[tin 1995, For States classified as*high" DSH | Y4 phased-In 20-percent reduction wnd 8 phase-out . ||~ DSH savings should be linked to & Feders! :
B States for fiscal year 1937, DSH slloiments woulF “ll of any ipending for méntal health facilities fom standard for Largeting remalning DSH ﬁmdc % -
' be reduced from the-higher of 1995 or 1996 their base DSH allotments. Also appilés new. needy hmplhll. s
payment levels. The reduction percentage for ' | conrictions o uslng DSH for mental health o -t
“high™ DSH States would be equal to 2 percent - Tacllitles and requlres States to prioritize payments Suppom Honss provhlon requiﬂng States to. :
111998, 5 peccent In 1999, 20 percent In 2000, 30 to hospzt:h hned on f.heir low lncorna ntuluﬂou make DSH payments directly to qualifying -
percent in 2001, and 40 percent in 2002, All other mm ‘hospilals (rather than lhmrgh uunaged care
States’ DSH payments would be equal to the T plymm)
higher of 1995 or 1995 DSH payments Jevels
reduced by one half of the ceduction pmtagu )
for “high™ DSH States, : - ) ) : - <
DCand < No provislon. Increzses FMAP for DC to 60 percent for 1998 , ~ Opposes Senate runset in 2000 and - Assumes & higher match for DC and an inflation
e - y .. || threugh 2000; Increases pryment for Puerto Rico

" [lby 530 mtton i fiscat year 1958 plus s

for omer lerrltodu

'

suppom incressing match m.-. w 70 pmznl (n ln

Prclidem's 1998 badger), -

- Ptmto chb - Supports admecu'rér'i’n and

the terrhtories in the President’s 1998 budget. -

udjumneat fcr Pueao Rico md othcr mﬂtoﬁex.

* RECONCILIATION CONFERENCK ISSUES
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HOUSE-PASSED BILL I SENATE-PASSED BILL - WHITE HOUSE POSITION 'BUDGET AGREEMENT
— —
, - MEDICAID (continued) ‘ s _ ‘

. Medicars Spends $1.5 billion over S yours bn Medicald for || Creéstes = new Medicare block grant, 1.5 billion || Supports financing the cont of the full Medicare - | Arsumes $1.5 billion over § years to ease the
Part B premium assistance for senlors with lncomes of - [ over 5 years, lo States to provide premium premfum through Medicaid. Impact of increasing Medicare preatiums on lowe
Prowmlum 120 percent to 175 percent of poverty, Covers the || asslstance for beneficiaries bctween 120 p:mcnx o * Hincome beaeficlaries.

Protection full Megdicare premium for those with incomes up nrxd 150 pereent of poverty Cbjecty to Senate provision that uses a Medicare
" | to'135 pervent of poverty. For senlors with - grant for this asxisiance that sunsets in 2002,
incomies between 135 snd 175 percent of poverty, TR -
the assistance covers that portion of the Medicare: Sy ot
B Part B premium increase altributable to the home R (VRN . .
- health spending transfer. : | ‘ " : _
Madicand No provision. - i || Allows States to require limited cost sharing for Strongly oppases Semate provision for optional No explicit sssumgption,
Cont Sharing : . ' ] options] benelits; prohibits cost sharing for benefils. The Administration iy concerned that the .
i I {| children vnder 18 In families with incomes below | Senate bill covld compromlse benelichury scress
3 [ 150 pmem of poverty, 1o quelity care. Stroogly supports Senate provision
o 5 ! . limiting cost-sharing for children.
1148 watvers - || Extends expiring 1115 Medicaid waivers, Extends expiriog (1 l.'», Medicsld walvers withoul || Supports continuing polley of budgel nevtrality. No explicit assumption.
wnd Provides : regard to budget neutrality. Alsa deetns provider : : . .
Tex Welvers texes 83 approved for one Smc. . i | . .
T Returntos | N provision. Aﬂom States to allow wodtm with disabilitles Su;iporu President’s l99lv budget proposl, which || No explicit assumption.
. Woek whose earnings sre below 250 pércent of poverty” | would not Limit eligibility to people whose ' .
: to buy bmto Medicald, (Under current faw, States || earnings are below 250 percent of poverty.
may exceed 250-perceat-of-poverty level for .
. . Medieaid eligibifity.) . . ..
-+ - - -Crtmingl - [-Amend Section 217¢f HIPAA 1o providé «.o . 1 Amend Sectlu 217 of HIPAA fo pmvldc . sﬁppér‘u repeal of thissection. . - . . . . No explicit assumption.
_ Permiesfor [ sanctions only agsinst those who help peoploto sanctions only against those who Relp peopla ta .
‘Asset dispose of assets in onder to quallfy for Medjeaid. || dispore of assets Is arder to qualify for Mpdicaid. L. . X
Divestiturs- . ' N - e
" o —
PAGES
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HOUSE-PASSED BILL " SENATE-PASSED BILL WHITE HOUSE POSITION . . n L BUDGET AGREEMENT )
AR
. .  MEDICAID {continued) )
Medicald ‘Requim States to show that thelr State-designed || No pfuvisim\. . Supports House provisfon. Mo explicit assumption.
Mansgement || Medicald management aystems meet outcome- ] . ’ .
Information bryed performance standards and would permit
. the collection and anlysls of person-based dota. ; : . _
Alsska No provision, . - ° ‘ Increases Federa! Medicaid matchlng rate for - || Opposes change to sloglé-State FMAP in the ... -[| No explicit amumptian,
Modicald S . Alaska, o sbsence of efforts to exarnine brosder allornatives, .
Match Rate T i e " . Can e . . oo
" raymemt  ||No provision, " o - Allows States [o-use Mtidlci!é }tyment rates Noposition. ... e v No explicit assumption,. .
Raten for . . o when determining whether any cost-sharing is . o )
aun‘smnd : : . awed for QMB’s snd dual sligibles, for net
Dual Efigides | . [ [l sevings of §2.1 billion over § yrarx (35 bitlon in
o . e | Medicald savings. $2.9 billion In Medicare costs.)
] !
* RECONCILIATION CONFERENCE ISSUES E - o o ' , : | ' " PAGE
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~ HOUSE-PASSED BILL SENATE-PASSED BILL WHITE HOUSE POSITION: BUDGET AGREEMENT
R S
\'!I.FARETO WORK . :
. Muirtador . { Appiles fanguage from the 1988 liw cruﬁng " No provision, : &r;pom Smpocitimm mmlyoppom,—. - No-explickt ssrumptions.
Standends AFDC JOBS to Indicate that pasticipanis in public | ) minimum wage and welfars work requirement
Act and || sector or non-profit workfare activities are not . propessls in Honss bill,
Other Warker | employees under the Felr Laber Standards Act “ ! e - y)
Protectic ad'¢ : . . M wibe bt xov “Jn ord -
tections mdoﬂx:r;mptgy_f_{:.mlawr.,” . o ‘ . , ﬁr“m wifoe Inf shoicd om 3
|| Specifies maximum number of hours ststes can Noprovision. .~ © - S Snppo%' allowing States to count TANF and food
~  lrequire beneficiaries to work by counting TANF. ’ Ceenawiaen . [ STBMPS &S wages, a3 currently silowed. - s
. 1; ... Jjfund Food Stamp benefity a3 wages (or purpose of ! o L . . i :
s the miaimum waga, and letting States count 1 T " R
g sdditlonas] tlme spent in activities, such as search, ‘
- F - toward the wsge requireruents. :
i Provides limked nendiscriminstion and grievancs ] valdél gelevance procedures and other worker Supports extending Senste provislons on
© 7. || procedure guidelines end other worker protections . ; | protestions to WTW grant funda. grievance procedures and workor protections to all L
1o TANF work sctivities for workfare. - working welfare recipients under TANF, )
Orant < WAYS AND MEANS — Provides 50 p:mcntof 73 pment of fonding by formula, 25 percent Supports Ways and Meam prwision in House Assuaies funds allocated to States through a
Distribution - | funding through formuls grants and 50 percent through competitive grants. - Bl formuls and targeted within ench State to mrves
Formuis through competitiva grants swarded by Labor. ¢ with poverty and unemploymeént rates at least 20
o ' ’ Limg &AJ" A ol WAk blf percent higher than the State average. Assumes s
« EDUCATION AND THE WORKFORCE — Recrmpliphe? 5,,} LY. g;m share of funds would go to sities/counties with
Provides 95 percent of funding through formuty M “ be lls - / farge poverty populations commenrurxte with the
. || grents ind S pervent through competitive granty rbe Rl share of long-term welfare ncipim In thore
awarded by Labor, va “ aren “" Jurisdictions,
: »‘r" et mp r”"“‘ 7 ; — -
WTW Federal | Department of Labor. HHS. Depmmenl of. leor. No explicht assumptions. -
!&W [ . . f .
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" BUDGET AGREEMENT

« RDUCATION AND WORKFORCI: — lekl
TANF beneficiaries & State can count who are in-
vocational education to 20 percent of'the tolal
surober of persons meeting the work requirement
rather than 20 pervent of the total TANF caseload.
Teen mothers In high school continue to be

| ' HOUSE-PASSED BILL SENATE-PASSED BILL WHITE HOUSE POSITION
, , WELFARE-TO-WORK (continuad)
Weltere4s- || Provides certaln ncnd!splécmen! protecﬂom Provides broader nondisplacement protections to | Supports extending Senate provisicns on No explicit sssumptions,
Wark - sl} welfare-to-work h-& m:ipienh under welfare-to-work finds (and not nondisplacement to all workins wellare recipients § :
Nondisptace- || by sAY il Al TANF. ~ - under TANF.
St fn&dom..h. zll ‘\" s e — e :
WTW Local Private Industry Councils (PIC's) ‘ Locsl TANF sgency .. et 7 oo i Supports House position (PIC*s) thet citics snd No explich sssumptions,
Progrem Ads : ) ) L ) . A ) - |l other local sreas should manege » subsmunl : .
minetration - . ) amount of all WTW funds. : ] -
Parformance | No pmvﬁlon. . l . -Hovidc&lpedmwéa ‘bonus to States that sre Supports mechanism !n y proyide incentivesand __[f No explicit asrumptions. . .
o ’ 1 suecesstut at moving welfws resiplents into work || cowards for placing the hard-to-serve, One’ P ’ B
y f by augmenting the existing TANF performance | || approsch would require Governors to use 8 share
¥ | [ bonus fund in fiscal year 2003, of their discretionary funds and the Sceretary of . .
$ v Labor to use & share of competitive funds to
= l o reward htg,h-ucbievhx wclfaxe-w-m programs. ||
Vocattonsl - || - WAYS AND MEANS — Limits TANF " i Continues to permit States to calculate upto20 . | The Administration urges the Conferees to drop No explicit assom p@im::
Education | beneficiacies counted toward meeting work peresnt of thelr TANF cascloads participating In | these provisions, )
Counted a3 participation requirements to 30 percent of the vocationsl education s meating the work S
Work Undsr |l total number of persons meeting the requirement [ requiremvent, but eliminates current requirement
" TANF Work rather than 20 percent of total TANF caselosd, that teen mothers attending high school be coonted
" Ragquire- Teen parents In high schoo! are not requiredto be | as part of&u 20 pmm c8p.
menty counted within the 30 pcmut. .

counted under the 20 pervent csp.
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_ HOUSE-PASSED BILL

receiving SSI benefits are ineligible for benefita if

. I they become disabled in the future. Total cost is

$9 biltion over S years, Specifies that-
Cubsn/Haillan entrants snd Amcmhm ure
“qualified allens."

* || to August 23, 1996 and who are or who become

[ children from tha $ year ban on Medieaid.

benefits to legal aliens who entered the U.S. prior
digsbled in the foture,

Gives Statei the option to exempt Immigrant .

Exempts immigrents Grom SS1 bak who are so
disebled they are unable to naturalize.

immigrants who ere or becorse dissbled.)

s

Supports Senate provisions.

~ SENATE-PASSED BILL L ” - WHITE HOUSE POSITION BUDGET AGREEMENT
- S
i i , WELFARE-TO-WORK (continued)
31 Btate + | liminites “malntenance-of-effort™ requircment || No provislon. © {iStongly opposes repeal of the MOE provision, - No'explic‘it nss;amptlm
-Supplements. | that prevents States from lowering or eliminating . S . ’ - '
. State supplomental 851 payments. (No State Is
known to be secking el&nhutlon ) - ; ) .
TANF j - || Removes thé requirement | ﬂm sum msl‘an to ‘Ne provislon. ...|| Opposes House provisions, No r.;xpll_c;,lz ssyumptions, _
Transfers to || child care activities for every $1 in TANF block . U - .
Titie X grant funds that they mfem lhe Title XX - a2
Sacizl Services Block Grant. - N :
3 ) ! S IMMIGRANTS
" Allen } Restores eligibility for SS! and Mediceld for ] Restores oligibility for SSI and Medicaid for - Supports Senate pmvf&iar;.‘(‘[he President ataled || Assumes restoring SSI and Medicald eligibillty
Kilgibtity for || qualified aliens who were in the country aad on, qualified allens who were In the country end on in @ June 20 leter that ho will not sign legisiation | for all dissbled lega! Immigrants who are or
© S%land the benefit rolly recelving SSCas of August 22, ' [| the benefit rolls recelving SS1 benefits as of that does not include the policy that protects’ become dissblad and who entered the United
. Madicaid 1996. Legal aliens who were in he US. butaot || August 22, 1996, Pravides eligibitity for SS1 Ststes prior to August 23, 1996. Those dissbled -

Iegal Immigrants who entered the United States
after August 22, 1996, and are on the rolls before
June 1, 1997, shall cot be removed.

‘Totul cost ks $11.6 bitlion over S years : N
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WHITE HOUSE POSITION

- HOUSE-PASSED BILL SENATE-PASSED BILL _BUDGET AGREEMENT
WELFARE PRIVATIZATION
Waltare Permits any Stale to contract with a private mux No provision. ' Strongly. opposes chse provision end urges the No explicit asmxhpﬁan.
Privatizstion i entity to conduct income verification and S Conferees to follow the approsch uken by the
L) eligibility determinations for Food Stamps and Senatz (l.e no provision).
o Medicaid. (A similar provision for Medicaid Is AR
- Included in the Commerce Committee title ) L, :
R TR—— = R
’ o ) __FOOD STAMPS ' o m
Work Slota | Provides States with S680 milllon {n new funding | Brovides $640 willion in funding fa create. Admipistration endorsps Senaio relmbursement || Assumes for adcitiona! snd redirectod ERT funds
= over § years for Educstion 2nd Tralning sciivitles || additional Education and Training positions ‘structure and House pml:ions for maintenance of || “1o create additiona) work slots for individusls ’ ’
f within Food Stemps. At least 80 percent of the within food starnps. Requlres the Secretary of || effort in order 1o ensure that the maxtmum number || subject to the time limlits™ to maximize the number
] total Food Stamp E&T fundiog of $1.1 billion Agdwhnm 10 establish two different . . of slots are cruted of new slots. )
would be exrmarked to able-bedled adults mbj ceimburaement rates for States mmag mm .
| t0 the wotk requizement. Job search and job | _ || fonds. A higher rate will be pald to stutes drawing

search training would not be an sliowsble use of ™
the funding earmarked for able-bodied sdults,
CBO assumes the policy wlil generate 205,000
work alots that keep able-bodied adults subject (o
the work requirement eligible for beneflts over 8
years. But other activities that do not meet the
work requirements would be permissible.

I Requires States to maintain 100 percent of 1996

levels ia order to receive new 100 pereent Federnl
funds.

-if levels in order to receive new orexlstlng 100 .

down funding for placing persons subject to the
work requirement In work slots which keep those
persons eligible for food stamps. A fower
reimbursement mte will be paid to states thatuse
funding on sctivitles that do nol keep persons
subject to the work requirement eligible for
benefits. CBO assumes thls policy genernies
250,000 work slots over S years that keep people

eligible for benefits meet the work requirements.
REGutes Siates 10 mainiain 73 percent of 1998 -

percent Federal funds,
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| - mouse-passepBmLL _ SENATE-PASSED BILL WHITE EOUSE POSITION BUDGET AGREEMENT
T CHILDREN'S umm ; ‘ ,
Total Spmdl $15.9 billion over § years forchﬂdm: s Spem'h $24 billion (pnllmlnlry scoring) for Supports: Senste dofinition of beaefits, limits on Ax;umn spending 516 billion over $ yean.
Spending health imumnca or services, children’s health insurance, ineluding the $8 cost-sharing; State oplioa in House bill to spend - )
. billice sdded from the tax bill (see below). grant money on graats, Medicsid, ot s
Cer e combinstion of the two (Senate requires States to
. choose only one); strong maintenance of effort e
" - § provision and the Sente bif] prohibitlon on using e
‘ provider taxes and donetions ta fund States® share; it
. L . using same mntch rote for Medienld ad grant "
- ’ i ’pmgrams. esin Smatc bill. o
ey 1 Oppo.m: pmmmna that allow States to pay for
E . l . family coverage ot pay the employee’s share of
¥ s ‘ employer-sponsored Insurance in the House bill.
EY A B N N 3 B - ’ * .
| Extrn 96 No provisioa. ' Provides za additlonal $8 billion in the tax bill.  .}} Supports using all of the reveaud from the tobaceo | Assumes speading $16 billios over 5 ypars.
" Blifton ' . ! . 1ax for inltiatives that focus on the peeds of R ) I
children sud bealth, Opposés sunset in this
g } funding after 2002,
Medicakt Allows, but does nat require, States to restote No provisioa, Agreement cally for the mmmion of these 1f murtoally agreesble, the fundiag eused
Benefitstor | Medicald benefits for children losing SSI benofhs ) benefits. The Administration supports fiscal year i to restore Medicald for cu children
Chlidran becanse of new, tghter Sstmdmh for 1998 President's budget provision, which . || 1osing SSL Tom? M ke '8, ¢M ’
Losing 381 childhood eligibility.. guamntees Medicaid coverage for tlme children, 0("/’.. * Bhers J. 9
Dirsct Allows States to use grant fonds for forthﬂ dlrect || Does not atlow States to use grant funds for the Strongly opposes Houss direct services option, W
Provisionot || provision ofheumx careservices, - - - direct pmvu!on of health care services, - -~ - - : BRI - -[radditional chi i )
Servicen . 150 sspuines the revenues will be used
. ’ . . » + « .in the most co't‘ﬂmmmh 1o d
— and coverage and services, .
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. SENATE-PASSED BILL

WHITE HOUSE POSITION

r

BUDGET AGREEMENT

 HOUSE-PASSED BILL

'CHILDREN'S HEALTH (cantinued)

Punding Allows States (o spend grant funds on Medicald, » || Requires States to choose between Medicaid and a {} Supponts House provision, Assumes finding could be used rurMedicald.
Structure grant program, or & combination of the two, grant option, cappad grants, or both.
Eligibliny Defines wrgeted lomhm:;:hildrean m‘;m lrltlcllub{d:l s ceiling of 200 pm&xﬁii‘ poverty rot ' Opposes Seasts pmvinm. W Assimes resources will be uud for Iaw.lncoma
o whose fumlily {ncoms exc the Medicaid’ eligibility, . snd uninsured childm: .
sppiicable levels but does not exceed an income || W Loms aonds fo 2/ 2
level 75 percentage points higher thanthe .. Jf .5{1'.- pgnw/ld
i Medicaid applicable Income lovel, e Mﬁﬁh . tnliy 3 ) B -
tya 2 Extends to children's health initistlve funding thﬂ Same as House.'Also includes in the Medicnid Strangly opposes limiting sccen to medinlly © U No explicit sssumption, .. i
Amendivent || Medlcaid sppropriations prohibitions on Medlmd section s managed cara sanction provision 1o necessary benefits, including abortlon services, v :
1 pnymenl far sbortion services. | change the definition of "medlicslly necessary” to A
‘ ‘ ’ ~l I éxclude abortion services excepl undercertaln
i ) | chcumﬂmces. . )
) i = =
HEAL'I’!! INSURANC! FOR SMALL BUSINESSES , -
REWA Includes fegislation aflowlng small bmlnzms and || No provision. Strongly oppcses Houu pi'uvillon. No explicit sssurnption,
organizations lo offer health Insurance, extending ' ~ ’
ERISA precroptions and State reguletions, -
. requiring sotvency stendards for assochﬁon health
i i {ans, and other regulations.
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SENATE-PASSED BILL

- HOUSR-PASSED BILL WHITE HOUSE POSITION BUDGET AGREEMENT
‘ , SPECTRUM AUCTIONS
Aralog Authorizes the FCC to sustion frequencies that Comparable provision, excepl that the FCC s Supports hard cutoff date with suthority to extend || Assames codifying current FOC plans (which
Return are currently allocated for analog television roquired to deiay the return it the S-percent test I {|-for small and rural markets. Agreement assumed include & 2006 firm date for analog cutoff) to
' brondrasting. Imposes 8 time limit on the not met. o that this auction would take place in 2001 witha || reclsim surplus “analog® broadeast spectram after
letevision licensés that authorize anelog televisico |f . I || firm cutofY date for enalog broadcasting in 2006.. | broadeasters have migntcd locew digital
- services. Atlows the FCC to extend the time Himit . i T : ¢hannels, - s
< Jfmore than § percent of the houscholds ina L
A market rely exclusively oh analog television ' .
- signals, o . : ‘ : o .
A Vemity a3 [ Does nof sutharize the FCC to auction the so- - ' i "Does not aythoriz¥ the FCC to' suction theta- - “|| Supports authcri!ing FCCto auctlon vanity —-«----- || Asgumes mﬁoﬁz&g the FCO to-award nesy- - sl e
Numbers celled vanlty telephone numbers. i | eslled vanity telephone numbers, - telephone numbers. generstions of toll-free vanity tslcphonc nmbm
. - 1 . : Lhmugh an suction,
€ T i " " - - - -
Bankruptey Ne provision. No provision. Seeks suthority to sllow (he FCC 1o revoke and No explicit mumptmn {but impiicitly assumed In
2 - : ’ : L reauction & licenss when s ilcennc declares the estimates). e
. H bmkmptcy. .
Faders! No provision. | Authorizes reimbursement of Federal agencies for  § Administration supports reimbursement, No explicit assumption.
Relmbures~ . . the costs of relocating to new spectrum bands so : i
ment that specirum they sre now using may bemade
svallable by the FCC for ayction for commercial
‘ ose,
Bpectrum Does not inclide & penatty fee that would be Does not includo this penalty fee. Propotes a fee to bolevied againgt entitles that Assumes that, 2s authorired by cnr'mn' lew, 2
levied against those entities who received ®free™ . -l received spectrum et no charge fbr digital penalty fee would be levied againgt those entities

spectrum: for advanced, advertiser-based television

i brosdeasting, bul opted | to utliizs it for anclilary

who recelved “froe™ spectrum for sdvanced,

" 07/17/97 THU 09:16 FAX

services, but failed to utilize it Relly, services, ‘advertirer-based television dervices but falled 3o
) wilize it _nlx .
-
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| HOUSE-PASSED BILL N SENATE-PASSED BILL . WHITE HOUSE POSITION D BUDGET AGREEMENT
v 3 'STUDENT LOANS 7
Adminixtre- Requires pryment (o gusranty agencies of 0.85 Same provision. .1l Opposes this provision. Administration belleves | No explielt lsSﬁmpﬁon. ’
tive Comt percent of the principal of all new loana, this would creats a new eniitiement for guaranty :
Altawence at $170 milfion for 1998 and 1999 and $150 = agencles..
B million for 2000-2002. - . o =
smlth- g Eliminates the Smith-Hughes Act, the origfml Noprovision. . Suppom House promkm., which is wnslmnl Assurmes eliminalicn of Smith-Hughes.. ..
Hughes Act vocational educuucn pmgrarm . - - | with thc Agreement, .. C et
Retention Alkwn gumty ng:ncla 1o retsin Is.s pmmo;x )ﬁo provision, . Oppom this pmvisien, which would provide Nc apl!clt auumptlon. O
T Mlewsnos | payments recelved when adefanlted losads o foees o iom < ee L fuDdING to goarenty sgencies withouteegaedto © ) 0 o e
C e consolidated, i expenses Incurred, Interprety amendment to bave )
s LI ~ oniy prospective, ot eospestive applisaion,
; Ll } L - VETERANS' BENEFITS - o :
Medical Care Replncu the exming Medical Care Cost R.eoovear Rzplacel the existing Medical Care Cost Recovery || Concurs with Senate position, ‘ Assumes replaing the existiog Medical Care Cost
Cost Fund with a new fund into which monies Fund with & new fund Into which monles B ] . : Recovery Fund with a new fund Into which
Recovary recovered ot collected for medizal care would be || recovered or collected for medical care would be R monies recovered or collected for medicsl care
: deposited and would be available, sublect fo deposited and would be avallsble, subjectto would be deposited snd would be avaliable,
appropriations, to py for the expenses associsied approprtmam, to pay for the expenses associated subject to appropriations, 1o pay {or the expenses
with veterans’ medical care. with veterans® medical care. ‘assoclated with veterans’ medical care,
No cxpﬂci& sxszmption on “failsafe”
Also Includes » “falisafe” provision suthorizing - | No “faflsafe” mechanizm.”
sdditlonal funds in the event there s a shoctfall in .
sntlcipated collections in excess of $28 million. . . o . . - .
A R
] s
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- Amend tax code to allow for tax smontization in
exchange for long-term affordability restrictions.
(Senate attempis to address tax issues through the
use of “soft” second mortgages which, as
{nterpreted by IRS, may not have the desired
effect of delerring tax eonwequzncn)

(CBO scores $326 miltion in savings over 199?-

2002 from the Administration's bill)

- HOUSE-PASSED BILL SENATE-PASSED BILL 1 WHITE HOUSE POSITION 1 _BUDGET AGREEMENT
- HOUSING .
Mark to No Provision. (Representative Lazio has FHA Mulilemily Mortgage Restructuring: Net Supports the folIowlng chenpes to Senate bill: No sxplicit sasumption, -
Murket introduced, by raquest, the Administration®s bilt savings would be $240 miflien between 1997 and : .
, . snd there is at lewst one other howse verslon 2 | 2002. The reform would reduce the rents on - Allow for the conversion of subsidies to pomble
. introduced so far) - i Section 8 Housing contracts and vse a new caplta) - {l ténant-based smistance, sllowing teoants to seek N
2 grant program oul of the FHA {n ordef to avesnt out the best avaiable housing and permitting e
R large defaults on federally insured mortgages. © projects to develop & more diverse mix of Income - .
There sre several different versions of this levels. (Seoate meintaing fow-{ncome cental s
L legishation. Without thess provisions, the Banking [ assistance as projoct-bmd tied lo speeific Y
= -1 i Committce would stlll exceed Its target pmpuﬁa) T i
- ‘ e R muclﬂtﬁonnvinpof!libill on oyer § years.: R w s e e e e e e
¢ ! - Give HUD more flexibility to dc:i;n the most S
s 1. . leffective parershlps, (Seviite ertablishers
L g . |t preference for delegating costructuring tasks to - .
"3 [ housing fnance agedcies.)
‘ i
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" HOUSE-PASSED BILL -+

SENATE-PASSED BILL - - .-

"WHITE HOUSE POSITION

BUDGET AGREEMENT

OTHER ISSUES

231 Ushr Fos

Autharlzes an incresse to the fee States pay when

they entet.into agreements to have SSA sdminister |

| Supports the House.isnguage, Becaoss the Budget
- |- Agreement anticipated revgaus from this proposel,
I'over the eotire perind of Ihe agreement, and an -

Amxmu increasing the existing fees to offset

‘8SA-relnted spending In exch of the IOyun nf

State supplements) payments (Le., Stats pryments ) - lhe ;stmncnt.
that gre supplémental to the Federal SS1 plyment) N suthorization in sppropriations language is only
and mekes the funds from the increase available'to o effectlve for the fiscal yoar addressed by that |
., LSSA for sdministeative expenses, mb;ecl to - ‘appropriations bill; autharization of the fee ™~ .
= - || approptintlons actkm o ! e = increase must be in the reconciliation bill to be
= | ‘ consirtent with the Budget Agreement. ™~ - i ca
A3 ceits No provision, - Co - Translers 4.3 cents motor fue! taxes from the Objetts to Senste proposal to wansfer 4.3 cents to §i No explicit assumplion, -~
motor keet SR : PR Gml thdtothemnhmd - i the HTF. The Agreement asiumes that these taxes || - ’ o :
1 will continue to go to the General Fund for deficit :

mtrmm ‘

Creates an Inferclty Passenger Rall Fund [IPRF)
to find AMTRAK. This $2.3 billion fund Is -
‘capitalized by a smaller tax cut In the Semte and

I: nbjestto xppmpdatlcn. ' .

reduction. The growth in HTF balances will -
generats significant presure to incrense speading
above the fevels sssimed in the Apreement.
Shifting the 4.3 cents to the HTF will increase the
fiscal year 2002 balance from $34 billion to aver
$72 billion, amming the Agreemcnt spending
levels. .

Objects 1o this proposal, which provides funds 1o
AMTRAK sbove those in the Agreement. .

Expenditure from the IPRF should be limitedto
capital anly and contingeat upon AMTRAK -~

refom lagulmion.
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T HOUBE-PAS;ED L RE SENATE-PASSEDBILL .|| . WHITE Hbl.lsn'rosl_TION; - "~ BUDGET AGREEMENT,

" OTHER ISSUES (contlnll.d)

T Ultntegrity Ways and Metns - Includes nuthonmtion of Ut * || No provision. - Suppom House pmvlslou. along with budget Assumes savings i in  mandatory unemployment
- L program megmy :ctmhe:. e - process reforms in order lo achieve nvingl {nsurance [UT] benefim dus to Increased =~ .
. . assumed in the Agmmem. discretionary spending on Ul integrity activities- -
. . . . (e.g. increased eligllity reviews; lax sudits),.
. 2 Vg - Assumes President’s badget requested lovelof .-
. finding for UT integrity (S89 milllon in 1998) Is. -
z N provided in additioo to continuing integrity.
: , L activities already fundedinthe basa Ul .~ - <. &
< : administrative grants to obtain these savings. -
s pa
¥ - .
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TO: Jack Lew o
: Frank Raines, Gene Sperling, Martha’ Folcy, Barry Anders.on ‘

FROM: HBC Democratic Staff , S

'DATE: May 11,1997

Comments on the “Bxparﬁmn Budget Agreement” draft
dated 5/9/97 (12:53 pm version)
. These comments reflect major policy concerns, technical questions or correcuons, and
purely edanal mprwemcnts The items are discussed in page order. S

!

| Page 1. | ‘

(1) Rcferences to Igaderstup of Congress™ probably should be changed to somethmg like
“congressional leaders listed below.™ It is still not ciear who will be a party, or indeed, if

anything at all is to be formally signed, as opposed to being drafted for inclusion in the Budget

Resolution.
(2) 1 5— a single budget reselutio’n Also see mbsequen:‘pamgmphs '

(3)9 7 — You do not list any ma;or category levels” for user fees. More broadly, it seems
* counterproductive 1o list any of the agreement levels (as opposed to deltas from ba.selme) ‘
‘except for dxserenonary programs. Seep. 3. , o ‘ ? ,

(4.) 18 was dropped, was it not?

Page 2, |

" (5.) 110 refers to budget process changes “in the budget rasolutions.” We shouldn’t do

that. The only major process changes we are discussing are BEA caps and Paygo extension,
which must be done statutorily; smaller items, such as an improved asset sales rule, should be

- done statutorily too, for the purposes of the BEA, and that statute can make conforming ,
changes if necessary to House & Senate rules. The Byrd Rule will give Democrats leverage to
stop any egregious rules changes. The only process changes that can be accomp!ished through

a budget resolution are changes to House and Senate rules, which we do not want 0
EnCOUTage, especially in a document that does not go to the President. P

(6.) 111 should rcfer to the first reconciliation bill. We don’ ¢ need to raise the debt lmut
twice, and would rather see it in the first bill than the tax bill. ,

(7) 112 says “ali" legislation needed to carry out the agreement should go through
reconciliation. It is my understanding that Superfund reauthorization, including orphan share
fundmg. is envisioned as separate legislation; this is a good idea. (Ym’d make room on the

re-based PAYGO scorecard for it — see p. 30, bulletﬁ) i

T . R .
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-(8)112and ISarcrcdundant. ~ N
(9)Whnnsthcpomtof f15and 16— shallbevou:d in bo:h House of CongrcsS” If one

S

i
|

house passes an acceptable bill, cannot the other agree to |t by UC" Are you dcmandmg a
mll—mll vote" : : ‘ « ,

( 10.) { 18 commiits us support “all amcndmcms consxstant wuh the Agreement- Omz can

‘ |1magmc competing amendments, both of which are consistent, such as competing des:gns of

]the agreed-upon level DSH cuts, or a Democratic substitute or alternative to the tax bill. Drop-
“all,” and bear in mind that chhardt and House Dcmocrats deﬁmtely want © offer a j

! competing tax bill, . ‘ o . f

| .

(11.)919 says that the Budgct Resolunon must set forth tlus addcndum (P.S. Itis n0t an
'addendum to anything.) Is it sufficient to include it in the Report, and mcorporate the Repon ;

. by reference in the Budget Resolution? The pomt is that it should be i in wnnng in some -

|
|
I
l
I
[
J
I
l
J
|‘
J
;' ( 14.) The tax cuts total $84.2 billion over the first ﬁvc years and $165.3 billion over rhe
|
|
|
J
I
[
J
l
I
|
|
l
J

ofﬁcxal documen:

agg 3.

| ( 12.) Drop. mxs page. Scc (3. In any case, the Mcdu:md ﬁgures on this. page are probably |

wrong. The CBO baseline minus the *net savings™ on p. 4 (and p. 23) do not equal these
figures. - You can get very close to the P- 3 levels in 1999-2002 if you also add back the
‘Mediczid costs of the VA pensxon provision (p 15) but that doesn't explam the 1998 ﬁgure

(13)Scccommcntabouttaxcuzs,p5 ' ' T

’d

_a_ggs.

second. As you know, it is important o limit the tax cuts to $85° billion over the first five -
years and $165 billion over the second five. This is not the same as $250 billion over ten
years — under the latter formulation, the agreement could be achieved by $70 billion.in tax
cuts over the first five years and $180 billion over the second five. But the revenue
implications of this latter stream are unacceptable. You imply that such a result is mpmble
by cxmcdmg $165 billion in your own stream. DON’T : . : ‘

( 15 ) How about normahzmg the baseline for 13-monm-per-year and ll-month-per-year

~|" SSIand Vets payments (and i msemng a foomote to that effect)? That way you won't have to

showade.ﬁcngOOS Lo o A . -

T
i
!
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 Page 6'.« |
( 16. ) How about uﬂmg these "Restorauons and Initiatives™? (Lnkemse for preccdmg pagcs )

-~ e
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(17A.) There is a technical problem with your display of the immigrant initiatives that

must be fixed. It has 10 do with the line labeled “Disabled kids (SSI only).” The labeling

: 'clmrly implies that the policy is to restore SSI but not Medicaid. Worse, this omission of

Mcdscmd is reinforced on p. 24, bullet #3, which says “Restore SSI for legal mmngrams .
chxldrcn currently receiving SSI." Every other restoration of SSI on p. 24 says “restore SSI
and Medicaid.” Thus, your stated policy denies Medicaid to currently disabled unmxgtant
cmldmn (Cost — about $0.1 billion over 5 years)

Additionally, the $0.3 billion S-year cost for SSI for these children may already be included in
the $7.4 billion in costs under the item for elderly/disabled SSI a few lines above. (CBO
never split children from adults in its estimate of restoring SSI and Medicaid to immigrants
currently on the roles.) Thus, you may have double-counted this $0.3 billion in SSI costs.

Whethcr or not you have, your appmach should be as follows:

— the first entry should read “Disabled Imngrams You would follow that with two lmes

of figures, one for Medicaid, the other for SSI. (Adjust the figures if necessary.)

— then you should include the entry for new arrivals (if we win...)

— you should rot inciude a scparate listing for immigrant children, since your policy is

identical for them and disabled adult. "Thus, your next lne should be the immigrant subtotal‘

Also see comments re p. 24.

( 17B.) We want connnuaﬁon of NAFTA TAA in the agreement, cspecially as CBI parity is

- | advocated by the Administration. This should be shown on the list of initiatives, or built into

the baselmc and explicitly footnoted.

1€ 18 ) Drop the note at the bottom re SLMB cxpans:ons The new :otaj of 533 4 ballmn in

addbacks over § years does not tie to the previous pages, which say $31.4 billion; highlighting
this item and the larger figure complicates the job of gaining Republican votes; and the SLMB
figures are wrong. The cofrect figures are $1.2 billion over five years if the federal
government pays only its matching share, and $2.5 billion (not $2.0) over five years if the
federal government pays both the state and federal part — CBO assumes more eagemess by
states to enroll SLMBs if it is free. Since you bury the SLMB cost on p. 23, you should not -
hlghhght it here. »

( 19.) We have not accepted the defense fi gutcs in 2002 we suppon a ol of $285.5 i in BA
and $274.1 in outlays.

(20) In the discussion of momancs, drop the remark ~(Altermative).”

(21.) What are the Advance Appropriations and why do they need to be listed? Have they

0. L2 80 I8/21/7€0
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: becnagfaedto?

(22)A scorekncpmg ad_;ustmcnt for defcnse has only been agreed 0 for FY 1998, And you
should euher be more exphcn about the 1998 adjustmcm or not mention it. - ‘

(23.) The 1998 defensc BA figure of $269 must mclude the up-t'rom funding of the DoE
projects shown in the anomalies. 'If the R’s don’t agree to that up-front funding, we must

lower the defense BA figure for 1998 by 315 bxlExon Alsosee p. 9.

i
-}

Pag_e_ 8. .

(24.)'On May 8 you had the correct CBO estimate of the President’s budget. Butin thls '
version, the numbers for the CBO recstimate have changed slightly, and your bottom line has
consequently changed (your cuts remained the same) Most no:zble is the 1999 BA figure,
which is now too lugh, ‘ _ o

(25.) Foomone 2 should say “Reﬂects specml treatment for NAB

Page 9.

( 26.) Title should be “protected d:scfenomry priorities.” And it no longer makes serise 1o
say that the amounts will be provided “at the levels proposed in the President’s FY 1998

" budget™ since you are showing cuts in priority funcnons on pagc 8

( 27 ) As part of the Pell cntry, msert “and mcrcased eugxb:lxty or some similar phrase

( 28.) Footnote “Tlnrd Grade Lueracy 10 say that 1t mcludes amounts proposed in the Budget

asmandamry , o !

Sl

( 29.) Under Energy. add a new line saymg “Full fundmg of defcnse capital asset
acquxsnions See m:m 23 ) . n

- (30.) Undcr lzbor insert “UlI mtegmy activities.” Sec p 18
( 31A. ) Insert an erm'y (and some descnpnon) for the Depanment of "I‘ranspormnon

v ( 31B.) Consider mentioning Veterans. See comments re P- XS.V :

| Pagu

|

(32093 should mcludc a rcfetenoc to.“120 MHZ of dltectcd allocauons CBO assumes

_ you a&re not mclud:ng that xtcm unless you say sO.

« 33 ) 45 must not say “impose spectrum-rclawd fee.” That policy is d)fﬂamu’.e, even in a
reduced figure, Try somt;zhmg like “Assumes $2. O,b:llxon in 2002 and 2003 bfrom non-

. l2:e0 IB/21/80



jbroadcast uses of digital TV allocations.” Such a policy is oonsnstent with the existing
Telecommunications Act. The estimate is unsupportable, but isn't the agreement that the
Budget Committees will assert the savings regardless of what CBO says? If not, we need to
know ASAP.

Page 13.

( 34.) 2d bullet: Don’t hyphenate “phase in;" it's 2 a verb phrase, not a noun. Combine thc 2d
and 3d bullets. |

( 35.) It would be clearcr if you listed the “Paygo™ portion of this pohcy as on-budget or
“Treasury costs™ and the non-paygo pomon as off-budget or “Postal Service Fund.”

Page 14. .
| (36.) Home Loan Benefits, Keep the first sentence of the etplanation; drop the rest. |

| -

(37) Dmp the last sentence in the bul!et. Then add another bullet saying something like

- | “This assumes additional resources to the VA totaling ___ over five years because of
substantial increases in VA collections from collateral sources. These amounts will be
available to VA in addition to the appropriations otherwise available in the Veterans® budget

function. It is assumed that if these increased collections do not materialize, Congress will
compensate for the shortfall.”

This s politically important. If you want to know why, look at the level of discretionary BA
and outlays in Function 700 under the agreement, then ﬁgure out what" you intend 10 say to the
velerans organizations.

Page 16.
(38.) Drop 2d bullet. In the 4* bullet, drop all but the first sentence.

Page 17.

( 39.) Drop the 2d sentence of each of the first two bullets.

Page 18.

( 40.) Drop the 2d bullet. |

( 41.) Under unemployment bcneﬁts, we ai'e not actually doing anydxing other than assuming

higher funding for integrity efforts. The new cap adjustment mechanism was not agreed to.
So the first bullet should say “Assumes savings...™ The swgndpgllex should be dropped. See

eTnsannim = e —
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iem30) B o
Page 19. | |

‘( 42, ) The parcntheucai remark under EITC should say “deficit reduction in mnlhons of
dollars.” Also. drop the last two sentences in the bullet

( 43.).Ehmmatc the 2d Smith-Hughes bullet.
( 44.) If this indeed is supposed to be outsid{: mnt_:iliation, we should say so. Sec item 1)

-'Pagg 21

{ 45A.) We want, for our own use, a list and esumates of whax you are assummg especxally
with respect with the ym—by-yea: ten year figures. We'd like to be able to defend the:
increase in 10-year scoring from $386.9 B to0 $403.7 B, but we need baclmp ;
{ 4SB ) The 2d bullet should refer to me reallocation of post-acute care beyond 100 vns:ts
- The risk is that the R's could mllm cven nmrc. mus increasing the hit on the Part B
premmm ;
(46.) How about tlus “Lumt increased beneficiary contributions o a) mmnwnmg the Part B
premium at 25% of program costs, and b) phasing in over seven years ..

Additionally, we suggest being sllcm about the issue of the 100% federal re;mbursement for
_the SLMB add. If the Committees have the ability to make states pay their share, so much the
better — that will leave more money for other purposes This issue xs dxscusscd at more '
length in 50) below.

(47.) The last bullet should start *Fund new health benefits... Rerhember pafanensm.
(48.) Last bullet: elose quote after Iookback. | -
(49.) On thé list of éxclusidns, jﬁst say “médiél‘savings accounts.” If the rcfcrence; 0

" HIPAA is not meaningless, it implies that we agree to a Medicare “demonstration™ MSA
program, which we don't. Berter to be silent than to concede Medicare MSAs in writing.

Page23.

(50.) The Medicaid numbers are curious. If you rcally mean to mciude the DC FMAP (0.9
billion over § ycars). Puerto Rico ($0 3 billion); the Part B prcrmum mteracnon (Sl 5 billion)

eTa/tanm ' | ‘ — , D §780  18/21/%0
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now that we have the HH shift, and SLMBs (either $1.2 billion or $2.5 billion — see item
118), then your total addbacks are either $3.9 billion or $5.2 billion. Thus your gross cuts are
either $16.0 billion or $17.3 billion. While we agree you should not specify which SLMB
ipolicy you mean, do you really intend gross cuts of this size? You understand that the

; Prcsxdcm s DSH policy w/o a per-capita cap only generams $12.4 billion in savmgs

(51 ) ‘The 3d bullct should include, after the reference to DSH, a phrase like “as proposed in

the President’s budget,” or “proportionate reductions with an upper limit.” This is very

| important to us. Among other things, no one wants a free-for-all on the DSH formula fight
— some guxdance wxﬂ be appreciated.

( 52.) Combine bullets three and four. Add at the end of this combined bullet some
exclusions, such as "No diminution of existing federal entitlements respecting coverage, .
benefits, or access.™ This is very important now that you've introduced the general concept of
| state flexibility. The last thing we can accept is ﬂembxhty with respecl to existing

| entitlements. ,

Page 24. |

'(53.) If we win the second bullet, then a parenthcucal post 9130/9'7“ should be mcludcd after
the phrasc new entrants.” o

( 54.) The third bullet must start as follows: “Restore SSI and Medwa!d fo: legal xmmxgrant |
children currently receiving SSI." See item 17).

 (55.) Third bullet, second sentence: mcludc “Sept. 30, 1997" after “afﬁdawts of support 10

clarify the deadline date for arrival in the US of legal immigrants who would retain tllglblllty
for disability and Medicaid. '

' Page25.

( 56.) Re work slots, you don’t need numbers = 'how‘aboui “create additional work slots for
mdmduals"” The unportam part is the money: $750 million and $2.0 brlhon

(57 ) Rx: the hardship exempuon. smke evcrymmg from enablmg Smes v

(58.) In Lhc welfare-to-work secuon. changc cides™ to “jurisdictions.” This Is important.

T

Pape 26, ‘
(59.) Go with Sen. Lautenberg’s suggestion to refer to Medicaid in { 2.

Pages 27 & 28.

(60.) Weare agtdching z.xl draft letter we'd like the President to send. In general; we need you

cTA onn T ) - 0. 88’280 LG/ZT/QO



10 ask for what we really want, and drop the rest. Specifically:

— You can describe the education tax cuts much more generally, but you should specify both
a minimum $35 billion for the first five years and if possible, calculate and specify a minimum
for the second five. At least you should specify that the benefits will not be diminished in the
second five years. Further, you must refer to post-secondary education if you become morc
general. And you failed to say thar the education tax cuts shmzld be permanent!

- Rc cap gains, why a “generally umform manner relative 1o tax bracke*;s”" Elzmmanng the
28% cap and inserting a 50% (or 40%) exclusion is a greater percentage cut for the lower
brackets, and is by far the simplest approach. Why preclude the best? Why not just say that it
must provide at least as great a percentage cut for the lower brackets? For the second, third,
and fourth paragraphs under capital gains, in each case the first sentenoc says all that needs to
be said. _ :

— There is no reason to specify $50 billion in revenue raisers.” If Ways and Means does less,
and has smaller gross cuts, so much the better. The key points are that the raisers must be .
permanent and must not include EITC cuts, low-income housing credit cuts, or pensxon
reversions.

- me are. nght to insist that the child credxt be stacked before the EITC, but you should ry
to say that in English.

" In the final bullet, decide what you really need that you won’t get without spccxfymg And
isn't Superﬁmd supposed to move separately?

— Drop ali mention of IRAs! IRAs do not crowd out worse pmposals — they are evcry bit as
bad as those the Rs will do. If you must mention IRAs, how about the following: “If the bill
contains IRA pl‘OVlsmnS they shall be limited to hberahzauons of exxstmg withdrawal
penalties to permit .. S

— Under “Addmonal‘necessary provisions in the package;™an assortment of other tax
measures is referred to in beltway jargon that trails off vaguely with “et cetera.” These -
measures should be better identified. More importantly, how are these tax measures (o be
treated? Are the tax raisers treated as offsets in calculating the net revenue loss? Are the tax
cuts counted as tax losses in calculating the gross revenue loss? Are these tax measures to be.
enacted permanently or mmporanlyﬁ Is it commonly agreed that all of these measures go in
the tax package?

-l

Pape 30. A
This needs a total rewrite. Expect to see a draft by noon Monday, 5/ 12/97.

it el ey
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MEMORANDUM

©TO : - Erskine Bowles
: ‘ Frank Raines ,
Jack Lew
FROM  :  JohnSpran |
" RE :  Draft Leuer from President to Republlenn Leaders 0 Warn of Tax Bill
" Ve if Condxuons Not cht »
DATE  .:  May 1, 1997

The tax provisions of the Budget Addendum are reasonably specific, but the
Republicans are unlikely to agree to much of what OMB has laid out; and even if thcy agree to
- everything, enforcement is still a problem. -

As we tried mvmnaweekagomnml down details, I called you wsayﬁwwenaeded
a letter from the President making our conditions about the tax bill clear and warning of a veto
if those conditions were not met. I have taken the liberty of drafting such a letter, which
follows this covering memo. Janice Mays, chief of Democratic staff on the Ways and Means
Committee, has made comments on the first draft; Charlie Rangel, Sander Levin, and Bob
Mamnhmnotswnlt, but I am sharing copies with them. Ithmkthcynllagrcetlntsucha
wammg needs to be xmed

I think we should hold fast to the Budget Addendum and insist (1) that it be
incorporated in the report and (2) that the report be incorporated by reference in the Budget
Resolution. But as prescriptive as it may sound, the Addendum will be honored in the breach.
The President needs to wamn the Republicans firmly that he will veto a tax bill thaldocs not
meet our undcrsmndmg and it is better to warn them now than-later.

I have mentioned the need for dns letter to Frank Raines and Iack Lew, and [ am
sending them a copy of the draft leuzer along with tlns memo.

£I0/0T0M -
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[DRAFT LETTER FROM PRESIDENT TO REPUBLICAN LEADERS RE TAX BILL]

In entering into a budget agreement, my overriding objective is to eliminate the deficit by
2002. In our five-year budget, we have agmed to lirnited tax reduction. If the tax reduction bill

passed by Congress exceeds these limits and undercuts our objective, I will have to veto the bill.

To avoid misunderstanding, I want to make clear what a tax bill must and must not

contain in order to be acceptable:

First, thll not: sign into law any tax bill generating net revenue losses of more than $85

' billion Huring fiscal years 1998 through 2002 or nct revenues losses of more than $165 billion
during fiscal years 2003 through 2007. To be assured of enactment, any tax bill presented to me
must adhere to the ten-year revenue stmms set fohhin ourbudgetagmemm: and mhst not ma.ke
use of “revenue bubbles” in & particular year to meet budget targets. To understand fully all
revemue estimates, the professional staffs at the Office of Tax Analysis at Treasury m& the Joint
Comumittee on Taxation will consul, share allinformation necessary, and endeavor to minimize
revermcanmmagdﬂfermm If Treasury’ smmnwofmmmlomdmu szgmﬁcantly
from the Joint Tax Committee’s estimate and exceedsettherofthe speaﬁedhmxts, wallfollow

Treasury's estimate and not sign the bill nto law.

CTN/TTOR
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Second, I‘“will not sign into law any tax bill that does not help moderate- and :iﬁd;ue.
incomé Americans afford the cost of post-secondary education. For the tax bill to be acceptable, it
must include the $10,000 tuition deduction and the $1,500 HOPE Scholarship credit requested in
my budget. The amount of tax felieﬂ m:mured by revenues lost, shall be at least $35 t;i!ﬁon
during fiscal years 1998 through 2002, and the benefits to taxpayers shall not be ai:ﬁi::;shgd from
2003 through 2097. Tuition tax deducdbiﬁ:y may be phased in as proposed in my budga request,
and if necessary to stay within the revemue limits, the HOPE credit may be reduced, but to no
lower than $1,000, |

‘ Tmmembiumnmmainadxﬂduxaeditwithhmmecapa.mdﬂwquits}nnbé
stacked before the taxpayer’s EITC is calculated. iﬁembiﬂslmﬂdnlsoindude: [Here cite the
im@ listed in the Addendum under “Additional necessary provisions in the package.” Question:
Arathwetxxcuts;yeedupon, and if enacted, howmthcrcvenuca lost treated in calculating

the permissible net tax cuts?]

Fourth, if a reduction in the capital gains tax rate is included, I will not sign the bill inta’

law if an exclusion or preferential rate is coupled with indexing of investment basis; nor will T sign

into law any tax bill that grants corporations an exclusion or preferential rate for capital gains or

allows corporations to index their investment basis when assets are sold ot exchanged. |

Fifth, T expect any tax bill to contain revenue raisers, and [ understand that these will be
counted as an offset to gross revenues in calculating the net revenue loss limits we have agreed

upon. These revenue raisers will include the renewal of expired and expiring taxes. But these and

3. ne ' on IR /YT /00
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| othermmmg mawmmubeoounted asoﬁ‘seuomy:ftheyare enactedpexmanenﬂy

" None of the revere raisers in the tax bill shall ster the tax or outlay aspects of the E.amed

’ Income Tax Credit, except for the compliance initiatives proposed by Treamry in April and any

- o:her comphanec mcasm'a that we may Jomt!y agree upon. We have agreed that the revenues
vga.med from any such changes in the EITC will not be used as an offset in calmlatmg net revenue
Joases, The bill shall not changg the tax oonsequencea of pension fund revqsiom or witﬁdfnwals,
or reduce luw~mcome housing credn:, or restrict or. repul other tax measures des:gnad to benefit

: !owu' -income mdmduals

Finally, themhnshnuldnotdu!mﬁ;musmamchumxmmy thcburdm '

ofproofbombythzlmemalkzvameSmccmlmgmon, regumorymnscts, ortaxcmdmf‘or ~

contributions to poverty orgzmunom.

Se&etmy Rubin, Director Raines, and I have made all of the above clear in our
dtmaomofﬁwbudgetandthetaxmmuumycomm Iwntethmlcttu'mthespmt of
conntytomakemypoanonunmmmkablemdmthesp;mofﬁuwmng to makemy mtentlons

known d‘ the tax bill does not conform to these condihons
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