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Pres/dent C1inton has achieved a balancell budget agreement that promotes our vaillt 
/und..i~g/or education, health care, and the environment while strengthening and modernizing Medicare anll 
Me4(¥id. .We have Cllt the deficit by 77%,/rom $290 billion in 1992 to roughly $67 billion this year. This 
hist~rif: achievemellt will finish the job, while meeting the President's goals. 

GO~t: To achieve the first balanced budget in a generation. 
},;~'<v Budget balances by 2002 -- for the first time since 1969. 
:S./v Saves over $200 billion over five years and roughly $800 billion over ten years. 
:~':,."::':: . 

GO~t: 	 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 ofone 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.1. 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. 


G01:L: 	 Expand health coverage for as many as 5 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. 

GO~t: Secure and strengthen Medicare and Medicaid. 

',(\".i' Extends the Medicare Trust Fund at least a decade through long overdue structural reforms. 

}:,tv. Expands coverage of critical preventive treatments ofdiseases such as diabetes and breast cancer. 

~S;,;¥- Preserves the federal Medicaid guarantee ofcoverage to our nation's most vulnerable people. 


GOAL: Strengthen environmental protection and enforcement. 
/1':,:v Provides $3.4 billion in 1998 -- a 9% increase over 1997 -- for EPA research and enforcement programs 

to protect public health from environmental threats. 
'V 	 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 of2000. 

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 families 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 add~tional Empowerment Zones and Enterprise Communities. 




, 
Summary of Budget Savings 

President Clinton has achieved a balanced budget agreement that provides funding for critica.l investments in 
education, health care, and the environment while strengthening and modernizing Medicare anq 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: 

1/ The First Balanced Budget in a Generation. 
1/ Saves over $200 Billion over 5 Years & about $800 Billion over 10 Years 
1/ Largest Increase in Education Funding in 30 Years - including $35 

billion in tax cuts to make college more affordable. 
1/ Entitlement Savings ofNearly a Half Trillion Dollars over 10 Years. 
1/ Strengthens and Modernizes Medicare ~- extending the life ofthe Trust 

Fund more than a decade through long overdue structural reforms. 
1/ Expanded Health Coveraf!e for as many as 5 Million Children. 

BUDGETAGREEMENTSAVINGS I 
AREA 5 Y ear Savin~~s 

1998-2002 
($ billion) 

Discretionary Spending 

Defense -77 

Nondefense -61 
I 

Subtotal -138 ! 

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 

1 



FACT SHEET ON THE BUDGET AGREEMENT 

May 16,1997 


DEFICIT REDUCTION 


• 	 First balanced budget ina 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. 

CONSERVATIVEASSUMPTIONS· 

• 	 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 $1 07 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 
for deficit reduction. The majority of the $225 billion adjustment had already been 
assumed in the budget negotiations. 

DISCRETIONARYSPENDING 

. 	 . 
• 	 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 2002. 



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 education, 
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 SA VINGS 

• 	 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 ofhealth 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 ofMedicare premiums; and n:ducing 
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 flexibility, while 
maintaining the Federal guarantee. 



CHILDREN'S HEALTH CARE 

• 	 Invests $16 billion to expand health care coverage to as many as 5 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 fOT 
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 sl6ts 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 fmances most ofEPA's research, enforcement, and 
regulatory programs .. 

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

• 	 Brownfields initiative. Boosts funding by $75 million in 1998 to provide grarlts 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 ofthe 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 (runil area, for instance) a choice of 
providers (sec 4701) 

* see that the MMCO and the contract meet applicable Medicaid requirements of 
section .1903(m) or 1905(t) and, this new amendment, section 1932 (sec 4701) 

* permit beneficiaries to disenroll for cause, and without cause within the first 90 days 
and annually thereafter (sec 4701) 

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

* provide annually a chart-like.1ist of'availabl~ MMCOs, describing for each benefits 
& cost-sharing, service area, and .quality & performance (sec 4701) 

* inform beneficiaries in writing of benefits to which the beneficiary is entitled under 
Medicaid which are not available through the MMCO, and of "'Jhere & how 
enrollees may' access these (sec 4701) , 

* prohibit discrimination based on health status or requirements for services in PCCM 
contracts (sec 4702) . 

* specify in contracts with MMCOs the benefits for which the MMCO is responsible, 
to provide directly or t6 arrange (sec 4704) 

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

* develop and implement, by Jan 1, 1999, a' qua,lity . 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 n~view 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 m 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 hearing) 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 ~IMCO contract after a hearing (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 time frame 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) 

MMCOs "shall" 

.:,:::.':,,* . 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 population to be 

"'1:', 
'i, enrolled (sec 4704) 
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* 	 provide that enrollees may not beheld fmancially 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 insurance, door-to-door canvassing, 
or cold·calls (sec 4707) 

* 	 be subject begilming 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. Medicare has been reduced or 
eliminated by the amendment (sec 4714) . . 

PCCMs "shall" 

* 	 have 24:..hour availability of information, referral, and treatment for medical 
emergencies (sec 4702) 

The Secretary "shall" 
\. 

, 

* 	 establish, in consultation with the states, quality standards by Aug 5, 1998 with 
which state quality strategies will be consistent (sec 4705) 

* 	 monitor the states' development and implementation of quality strategies (sec 4705) 

* 	 establish, in consultation with states, amethod'for identifying entities qualified to 
conduct external independent reviews of services under contracts (sec 4705) 

* 	 contract with an independent quality review org*nization, coordinating with'NGA, to 
develop protocols to be used in external independent reviews after Jan 1, 1999 (sec 
4705) . ' . , 

· * 	 study by Aug 5, 1999, in consultation with representatives of beneficiaries with 
special needs and others, safeguards needed for special needs and chronic enrollees 
(sec 4705) 

* 	 review contra~ts > $1,000,000 beginning Jan 1, 1998 and grant prior approval as 
warranted (sec 4708) 

* 	 study and report by Aug 1, 2001 on the eff~t of rate-setting methods used on 
access and quality (sec 4711) . . 
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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 tirst 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) 

"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 MlVICOs in Medicaid (sec 4705) 

OF BENEFICIARIES UNDER BBA MEDICAID AMENDMENTS 

. be offered a choice of not less than 2 plans when required to enroll in an 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 lVIlVICO 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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* 	 be able to receive home and community-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 l\fMCO as a condition 
of receiving Medicaid (section 4701) 

* ignore the previous restriction t() 75% of plan enrollees paid· for by Medicare or 
Medicaid (sec 4703) 

* .extend coverage for a full year for eligible children through age 18 (sec 4731) 

* permit disabled workers up to 250% of the poverty level, and eligible for SSI, except 
for their earnings level, to buy into Medicaid on a sliding scale to be setby the state 
~~). . 

August 20, 1997 


Robert Bohlman 


\ 
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2000 o 
2001. 117 

2412002 
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5272004 
'2006 94 
'2006 142 
2007 . 174 
2008 203 
2009 240 
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0 868 
0 1060I 

0 1201 
0 . 1487 
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12 
19 
27 

,35 
44 
54 
65 
76 

2010 281 I 31 44 . 168 0 38 0 1720 86 
2011 327 32 ..s 191 0 44 15, 1957 100 
2012 363 33 4S 8 113 ·53 110 ·2215 113 
2013 397 34 48 . 9 138 . 67 1M' 2889 136 
201. &32 1 35. 46 11 183 83. 93 3190 163 
2015 r46S as 47 11 190 102 79 3716 190 
201S 501 . . 37 47 13 190 123 91: 
2017 537 38 48 14 190 146 102 
2018 574 39 48 14 190 169 113 3577 off-bud 
2019 610 40 4$ 15 190 ,194 122 0 MedJcare I 

2020 652 41 49 15 190 221 135 320 DI'I..bl,ld 

2021 595 43 50 17 . 190 249 1471--_:;.;.1:;,8;;:.0-=credit~~pr:::..:lo::;g)g,-
2022 735 44 50· _ 18 190 278 155 3716 TOTAL 
2023 775 45 . 51 19 190 310 159 
2024 813 . 46 51 19 ·190 344 163 
2025 852 48 52 20 190 379 154, 
2026 896 49 52 20 190 "17 . 167 
2027 941 51 53 2f 190 457 170 
2028 987 52 53 21 190 4~ 171 
2029 1035 54 54 22 190 544 172 
2030 'DB3 55 54 21 190 591 171 
2031 1150 57 55 22 190 641 185 
2032 1215 59 55 22 190 694 .194 
2033 1262 61 56 23 190 750 202 
2,,34 1352 62 56 24 190 810 2.10 
2Q35 1425 64 57 25 190 872 217 
2036 1509 6$ 57 . . 25 1SD 9S9 231 
2037 1588 68 58 26 190 1009 247 . 
2038 1691 70 68 27 190 1084 2$2 
2039 1778 12 59 28 190 1162 265 
2040 1862 75 59 28 190 1248 264 
2Q41 19Q7 17 60 29 190 1334 277 
2042 2077 79 60 3D, 190 1427 291 
'2043 ~~ ~ ~ ~ ,~ 1~· ~ 
2044 2304 64 61 32 190 1630 307 
2045 2422 86 . 62 33 190 1740 '310 
2046 2545 89 62 . 34 190 1857' 313 
2047 2671 S2 63 as 190 19BO 311 
2048 2815 94 63 36 190 2110 321 
2049 2962 97 64 37 190 2248 326 
2050 3097 100 64 . 38 190 2394 311 



CBO MEDICARE BASELINE & BALANCED BUDGET ACT 
(By fiscal year, in billions ofdollars) 

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 1998-200211998-2007 
Total Total 

'" JANUARY 1991 BASEUNE 
Hospttal 89 93 96 100 105 109 11~ 117 121 125 483 1068 
PhYSicians 32 34 34 35 35 35 36 37 38 39 170 355 
Managed Care 34 43 51 58 73 86 101 128 141 153 264 873 
Skilled Nursing Facility 14 15 11 18 19 il 22 23 25 21 83 200 
Home HeaHh 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 11 202 222 246 257 284 308 336 376 402 427 1212 3060 

JANUARY 1997 BASELINE: POST BBA 
Hospttal 8,6 81 89 92 96 100 104 107 111 114 450 984 
Physicians 32 33 33 ' 33 34 34 35 36 37 37 164 344 
Managed Care 33 41 48 61 60 76 89 112 113 144 243 777 
Skilled Nursing Facility 14 14 15 15 16 17 18 19 20 21 74 168 
Home HeaHh 20 21 " 21 23 25 27 29 31 33 35 111 266 
Other Providers 32 34 31 41 45 SO: 55 60 66 71 189 490 
Unallocaled savings 12 0 -1 -1 -1 -1 -1, , -1 -1 -1 -1 -3 -7 
Premium Revenue -21 -24 -26 -29 -32 -36' -40 -45 -49 -54 -132 -357 
Federal Spending 11 195 206 216 236 242 266 288 320 329 367 1095 2665 

MARCH 1999 BASEUNE 
Hospttal , 87 86 91 95 99 104 108 112 111 123 457 1021 
Physicians 32 32 33 34 35 36 37 38 39 40 165 355 
Managed Care 33 31 41 49 48 60 70 88 88 108 208 623 
Skilled Nursing Facility 13 13 13 14 14 15 16 11, 18 20 67 153 
Home Health 15 15 11 16 17 18 20 21 23 24 79 185 
Other 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 ·119 -306 
Federal Spending 11 187 188 202 215 223 244 262 287 299 330 1016 2437 

DIFFERENCE: POST-BBA 97 AND 99 
Hospital 1 -2 1 3 4 4 4 5 1 9 8 37 
Physicians 0 -1 0 1 1 2 2 2 2 3 1 11 
Managed Care 0 -4 ·7 -13 -11 -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 -9 -10 -10 -11 -32 -81 
Other Providers 
Unalloca,ted savings}:? 

-3 
0 

-6 
-1 

-6 
-L 

-7-, -8 
-1 

-9 
-1 

-10 
-1 

-11 
.~ 

-12 
-1 

·12 
-1 

-31 
-3 

-84 
-7 

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 discrationary outlays 

12 Includes savings thal apply across service ca1egories (e,g., Medicare as secondary payer; new preventive benefrts) 




----

'. 
Medicare: Summary of OMB and CBO Scoring , 

FY 1998 - FY 2002 
(OACT standalone estimates, OMB calculations of managed care interactions) 

CBO Scoring OMB Scoring OMB ov.er CBO 
'.' 

Managed Care $21.7 billiori $45.5 billion $23.8 billion 

Hospitals $39.9 billion $56.3 billion $16.4 billion 

Medicaid Cost Sharing ($4A billion) ($2.3 billion) $2.1 billion 

Part B Premiums $14.8 billion $16.3 billion $1.5 billion 

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) ($0.1 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) 

ITotal, I $112.1 billion I$149.8 billion I$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 $386 billion 
($127 billion less thanOMB) over ten-years. 

• 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 $2,26.8 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 policies 
will reduce the OMB baseline by only 14 percent, or $270.3 billion . 

. '.~, .. 
, 

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 hospitals. 

I Medicare+Choice~ OMB scores $23.8 billion more savings to Medicare+Choice 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 ofMedicare+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 cari be 
explained by larger OMB savings from fee-for-service providers. Due to the li.nk 
between fee-for-service growth and Medicare+Choice paymeilts 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 savings automatically results in a higher 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 B 

The PPS update (+$5.7 billion over CJ?O). OMB assumes a higher hospita 
market basket than CBO, thus achieves more savings from a freeze in hospital 
payments thanCBO (savings from a freeze are equal to the hospital market 
basket). 
PPS capital (+$1.9 billion overCBO). CBO appears to attribute a higher 
percentage of their hospital baseline to operating costs than OMB;.thus a capital 
cut achieves lower savings off of their baseline .. 
HospitalTransfers (+$3.9 billion over CBO). The final BBA policy 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 policy 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 slot,8 will grow by 
between 3-4 percent per year while CBO assumes a growth rate of approximately 
2 percent. Thus, OMB achieves more savin~s. " 

. DRAFT . August 28, 1997 
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MEDICARE GROWTH RATES 

Comparison of OMB and CBOlSBA Impacts on Net and Per Capita Spending 
Five and Ten Years, All Mandatory Outlay, $s in billions 

CBO January Baseline 

Baseline Spending 
Spending Growth 

Per Capita Growth 

Post-BBA Spending 
Spending Growth 

Per Capita Growth 

Spending Difference 
Spending Growth (pet pt) 

Per Capita Growth (pel pi) 

FY 1997 ~ 
FY2002 
1,418.5 

8.8% 
7.5% 

1,306.4 
5.6% 
4.3% 

(112.1) 
(3.3) 
(3.3) 

FY 1997· 
FY2007 
3,290.7 

8.6% 
7.2% 

2,904.4 
7.1% 
5.6% 

(386.3) 
(1.6) 
(1.5) . 

OMB FY 1998 MSR Baseline 

Baseline Spending 
Spending Growth 

Per Capita Growth 

Post-BBA Spending 
Spending Growth 

Per Capita Growth 

Spending Difference 
Spending Growth (pet pi) 

Per Capita Growth (pel pi) 

FY 1997 ~ 
FY2002 
1,432.7 

8.9% 
7.6% 

1,282.9 . 

4.9% 
3.6% 

(149.8) 
(4.0) 

(4.0) 

FY 1997 ~ 
FY2007 
3.262.8 

8.7% 
7.2% 

2,749.0 
6.2% 
4.8% 

(513.8) 
(2.5) 
(2.5) 

OMB/CBO Difference, Pet. Point 
FY 1997- FY 1997 ~ 


FY2002 FY2007 

Baseline Spending 14.2 (27.9) 


Spending Growth. 0.1 0.1 
Per Capita Growth 0.1 0.1 

Post-BBA Spending (23.5) (155.4) 
Spending Growth (0.7) (0.9) 
Per Capita Growth (0.7) (0.9) 

Spending Difference (37.7) -127.5 
Spending Growth (pet pi) (0.8) (1.0) 

Per Capila Growth (pel pi) (0.7) (0.9) 

C9 8/28/97 OACTCBO.XLS 2:49 PM 



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

CSO - SEVEN YEAR SAVINGS FROM 1995 VETOED CONFERENCE AGREEMENT 

Net Mandatory Outlays, CSO 12195/1 
Growth 

157.0 176.6 
12.5% 

194.9 
10.4% 

213.1 
9.3% 

233.3 
9.5% 

254.7 
9.2% 

Per Capita 
Growth 

$ 4,180 $ 4,632 
10.8% 

$ 5,039 
8.8% 

$ 5,448 
8.1% 

$ 5,897 
8.2% 

$ 6,363 
7.9% 

$ 

Net Medicare Cut 12 
Percent of Baseline 

6.4 
3.6% 

13.8 
7.1% 

22.8 
10.7% 

34.2 
14.7% 

41.8 
16.4% 

Revised Net Mandatory Outays 
Growth 

157.0 170.2 
8.4% 

181.1 
6.4% 

190.3 
5.1% 

199.1 
'4.6% 

212.9 
6.9% 

Per Capita 
Growth 

$ 4,180 
q.O% 

$ 4,464 
6.8% 

$ 4,683 
4.9% 

$ 4,865 
3.9% 

$ 5,032 
3.4% 

$ 5,319 
5.7% 

$ 

Spending Growth Rate Change. 

Per Capita Growth Rate Change 

(4.1) 
(4.0) 

(4.0) 

(3.9) 
(4.3) 
(4.2) 

(4.9) 
(4.8) 

(2.2) 
(2.2) 

OACT ~- SEVEN YEAR SAVlNGS FROM 1997 SSA 

Net Mandatory Outlays, OACT FY 98 MSR 159.8 174.2 187.8 204.7 224.0 243.6 
Growth 	 9.0% 7.8% 9.0% 9.4% 8.8% 

Per Capita $ 4,254 $ 4,569 $ 4,856 $ 5,233 $ 5,661 $ 6,087 $ 
Growth 7.4% 6.3% 7.8% 8.2% 7.5% 

Net Medicare Cut 	 - \ 8.7 18.7 31.4 
Percent of Baseline 	 4.2% 8.4% 12.9% 

Revised Net Mandatory Outays 159.8 174.2 187.8 196.0 205.2 212.2 
Growth 	 0.0% 9.0",/; 7.8% 4.4% 4.7% 3.4% 

Per Capita 	 4,254 4,569 4,856 5,012 5,.188 5,301 
Growth 	 0.0% 7.4% 6.3% 3.2% 3.5% 2.2% 

Spending Growth Rate Change (4.6) (4.7) (5.4) 

Per Capita Growth Rate Cha"ge (4.6) (4.7) (5.3) 

Enrollment 	 37.6 38.1 38.7 : 39.1 39.6 40.0 

Notes: 


11 FY 03 and FY 04 CBO 12185 baseline grown by growth rates for those years in the 1/97 CBO baseline 


21 FY and FY 04 savings amounts are estimated as the same baseline reduction from FY 02 (19 percent). 


All per capitas are calculated using OACrs unduplictated count of beneficiaries. 
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278.3 303.7 328.3 
9.3% 9.1% 8.1% 

6,872 $ 7,415 $ 7,922 $ 
8.0% 7.9% 6.8% 

50.0 57.8 62.4 
18.0% 19.0% 19.0% 

228.3 245.9 265.9 
7.2% 7.7% 8.1% 

5,637 $ 6,004 $ 6,417 $ 
6.0% 6.5% 6.9% 

(2.0) (1.4) 0.0 

(2.0) (1.4) 0.0 

264.9 	 287.8 312.4 
8.7% 8.7% 8.6% 

6,541 $ 7,027 $ 7,539 $ 
7.5% 7.4% 7.3% 

41.3 49.6 56.5 
15.6% 17.2% 18.1% 

223.5 238.2 256.0 
5.4% 6.6% 7.5% 

5,520 5,816 6,176 
4.1% 5.4% 6.2% 

(3.4) (2.1) (1.1) 

(3.3) (2.1) (1.1) 

40.5 41.0 41.4 

~10 \-\l\.-v 

CJr 

Total 
FY96-FY02 FY98-FY04 

356.5 1,654.6 1,967.9 
8.6% 9.9% 9.0% 

8,496 
8.5% 7.7% .7.2% 

67.7 
19.0% 

288.8 
8.6% 

6,882 
7.2% 

0.0 

(0.0) 

339.0 
8.5% 

8,079 
7.2% 

64.1 
18.9% 

274.9 1,437.2 1,606.1 
7.4% 5.9% 5.6% 

6,552 
6.1% 4.6% 4.4% 

(1.1) (2.9) (3.2) 
(1.1) (2.9) (3.2) . 

42.0 

~(d ......., 
 o P-E'\1,. Q." .Ji ?:>~. 0 

r~aG. ~\1. ?~~, (. 

1,631.2 
6.9% 

(3.3) 
, (3.2) 

1,586.9 
8.,8% 

5.7% 

(2.1) 
(2.1) 

7.4% 
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Questions & Answers on Medicaid and Children's Health in the Mid-Session Revit:w 

• What are the differences in OMB and CBO scoring of the Medicaid provisions? 

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 Medicaid rates for Medicare cost sharing) 
contribute to most of the difference in the savings estimates. In general, the savings are . 
lower under OMB scoring because the OMB Medicaid baseline is lower than the CBO 
baseline. . 

• Explain the Children's Health estimates. 

Both OMB and CBO scored the Children's Health provisions with $24 billion in costs 
ove; five years. Ofthe $24 billion, roughly $20 billion is for grants to States f6r 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 fonnat 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 ~he Medicaid savings policies, many·other parts of the budget 
(e.g., changes for immigrants and Veterans' programs) affected Medicaid indirectly. At 
the time, these effects were tracked separately. 

When you shift to a more traditional budget accounting structure, with an of the changes 
to Medicaid tracked on a unified basis, OMB estimates that tl;t.e total net effect on the 
Medicaid baseline will be $0 over five years. CBO would estimate that the total net 
effect on the Medicaid baseline would be approximately $7.2 billion in savings over the 
same period. 



Medicaid and Children's Health 
(Costs/Savings, $ in Billions) 

Budget Agreement CBO Scoring of BBA OMB Scoring 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 38.9 23.9 48.1 24.3 51.5 

Medicaid 
Immigrants 1.7 3.0 2.0 3.5 3.5 8.0 

VA-
Medicaid 
Costs 1.1 1.1 1.1 1.1 1.2 1.2 

• 	 The Budget Agreement called for net Medicaid 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 l:Iealth Centers; and allowing States to pay 
Medicaid rates for Medicare cost-sharing obligations. r 

• 	 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 spending 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 ~ll also show a 
total Medicaid savings estimate that includes the effects ofall of the BBA proposals 
(Medicaid, Children's Health, Immigration, and Veterans' proposals) on Medicaid. 



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

Display Similar to the Budget Agreement (Costs/Savings, $ in Billions) 

1998-2002 1998-2007 

Net Medicaid Savings -8.8 -31.0 

Children's Health· 24.3 , 51.5 

Immigration 
(total will include Medicaid and SSI costs) 

total will include 
3.5 in Medicaid 

total will include 
8.0 in Medicaid 

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

total will include 
1.2 in Medicaid 

' total will include 
1.2 in Medicaid .. . . * Chlldren's Health total Includes $4 bIlhon In MedIcaId costs over five years, and $11.8 bIlhon 

over ten years. 

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

1998:-2002 1998-2007 

Total Medicaid Savings 0.0 -10.0 

Children's Health 20.3 39.7 



Medicaid Baseline Comparison - OMB and CBO Post-Reconciliation Baselines 
(Fiscal Years, $ in Billions) 

OMB Baseline 
FY 1998Mid-Session Review Baseline 
.Growth 

Total Medicaid Effects of 1997 BBA· 

FY 98 MSR "Post-BBAK Baseline 
Growth 

1997 

97.5 

0.0 

97.5 

1998 

103.7 
6.3% 

1.1 

. 104.8 
7.4% 

1999 

110.7 
6.8% 

0.7 

IH.5 
6.40/0 

2000 

119.2 
7.6%· 

-0.1 

119.0, 
6.8% 

2001 

128.6 
7.9% 

-0.7 

127.9 
7.5% 

2002 

138.6 
.7.8% 

-1.1 

137.6 
7.5% 

2003 

150;3 
8.4% 

-1.6 

148.7 
8.1% 

2004 

163.1 
8.5% 

-1.8 

161.3 
8.5% 

2005 

·177.3 
8.7% 

-2.0 

175.3 
8.7% 

2006 

192.5 
8.5%, 

-2.1 

190.3 
8.6% 

2007 

209.0 
8.6% 

-2.3 

206.7 
8.6% 

Total 
98..02 

600.8 

0.0 

600.7 

Growth 
97..02 

7.3% 

7.1% 

Total 
98..07 

·1,493.0 

-10.0 

1,483.0 

Growth 
97..07 

~,7.' ...." . 

. 7.8% 

CBO Baseline 
January 1997 CBO Baseline 
Growth 

Total Medicaid Effects of 1997 BBA j; 

.CBO "Post-BBAft Baseline 
Growth 

98.6 

0.0 

98.6 

105.3 
6.8% 

0.6 

105.9 
7.4% 

113.6 
7.9% 

-0.4 

113.2 
6.9% 

122.9 
8.1% 

-1.4 

12\.4 
7.3% 

132.8 
8.1% 

-2.9 

129.9. 
7.0% 

143.8 
8.3% 

-3.7 

140.1 
7.9% 

155.9 
8.4% 

-4.5 

151.3 
8.0% 

168.7 
8.2% 

-5.2 

163.5 
8.1% 

183.1 
8.6% 

-5.8 

177.3 
8.4% 

198.9 
8.6% 

-6.7 

192.2 
8.4% 

216.2 
'8.7% 

-7.7 

208.6 
8.5% 

618.4 

-7.7 

610.6 

7.8% 

7.3% 

1,541.2 

-37.7 

1,503.5' 

8.2% 

. 7.8% :. 

·Includes Medicaid effects ofChildren's Health, Welfare, Medicare, and Veterans' Provisions 

e Page I 
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~ 

"-""-' No proviaion. _ .•_.-.•.• _ ......--11'":"­....Lt...... IS dollatcoplI)'1'Dent~P1yio1 only 10 home hcallh Strongly opposer.. No e:xpllcllwwnptlon. tlt't;JJ:.·11IJ1'III
c:apiyratlftt vlrlls paid &om Pari B: ceppDd Illllll111B1 ho.pltal ,,. "'~"JI deductlble: nves $4.1 bI"iOA over 5 ycatI. . ~_..._ ..__.._'_..__.•_ ...__.._ ... ~_.•..r....-.. .._._.._,.*._.._.n_._.._.._._ ..._ ... __.u_..._ ....u_. __._._...'__....______~_u_. 

.h.II~1 II- COMMllic£ - Limits nonecol\omlc dll'l'l&p$ " No pnwtslon. No ",plle!t Is~ptlol1. 

"'lI'IpnldGe 110 S250.000; Implemenlao1bcrre~s. 


• WitVB AND MEANS - Limits nOlleClClllomlc 

dlmqes to mo,ooo; Implements olber reforms. 
 , ,.._._..._..._~.____.._"_t._ _...__.._......._...----_.
-,-..-.*-..~.--.-.-..-.-~-..--- ...­

tI).Y.. . JI WAYS AND MEANS - 5316 blilioi. (Cmnmllml 
 SaVCI S447 blllioA emir 10 yellT'l. Bellm:s Senatl btU Ca!la I yC8l' IhDrt oCtile Auumes net Io-ycanllvlnp ots434.o blDloa, 
, . Apmllcllt lo-)'CIIr IrVSl IImd lolve.m:.y.; and exlClldlng trust flmd nih by al least IO,.an.-~~.-....~?!!.~~~.!!!~~~~.~. ..-,."""7.--.--.---....--..- ..'"~.-.. ._.--.._..._ .._...._._.-.­

. ~ 
YAlllaD Ned- II No'provlsion. llilq_lmmanaaed. cantilldfcc-ror-IITVU:CI' S~IIIcl;;;;~~;:d ~."-VlIltfOAD I ··No explicit 1'!UOlptlOn. ' .."" .... lalre.;"", demcmslnlllOILl ofMldlcl11 mOlbuncmcol to the dcmolllltntiou, but wmll chlngn I addrcn.... 
_n1l'on D'PanmCllts orv~AftItlrllml Derenlo. concc:m. with lbo fbi: service aad yment ~oCII' 

'0 Demon.... com.pOllCllb orllle DoD dem, .• • 

tlonl 
~ 

.."'" ..... 

"'" RtCONCIUAnON CONJ'ERENCE ISSUES 
 .PA<iU.... ..... ( /., t iI"r C" 'tI,,~ ~I' r,."A I I"',r"'"o 

rsAHJ ,J ". fr. ul,,,,Q" ~"'J SA,.",.,/ rl'~ 
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HOUSZ-PASSEJ) BILL 	 S!NATE-~ASSED BILL.. . 'WHrrE HOUSE POSITION . BUDGETI\GRE&MENT 

MEDICAID 

htal Inlllp n	Save. 111.9 blnlix!.·aller Idjwtl.aglhe cao. Sim nlt'"fSI4i1 bllUDIloVcr S )'tlltS.' Support.SI3.6billlon iii nill. nvlIl,p IniS 1p.8nd.'1Iia UAllllm" lid. MedlellcS ilYillp afS1U b!lJhm 
reported MVlnp for Medlclild-ftllatz:d chanin an lICW IlIltiatl"" ducribocl ill !he Apr:mcnt.· '. II over 5 yeatS. . 

-;;~-:·--"1~.du~~O~:::'-::S::;:=i·.-·· ~d~;:;::;;:~-;;~i~~~ ~~-;~';;;:-;~-:;;i;:;:j~i;"U~"J:~:;:~';'-;;~~::-~;:;;;-
....11011- . paymCllts by SIS.3 bllllon IfI'lSI OYCI5 11111 by paymentl by S16.0 blnIon rross over .5 yean by' .dcslgncd toa¥Oichnduo hJrdIhIp on lilly SIIJe: plymenlS and (lC1!.lbm17 provlsloo.. . . 

- '. ~w 

eltabllshin& tddltlonal eaps on Slate DSH nlllbtbhlni ~~Clpt. 011. State OSH, . ". .. 	 . 
.-t...~ IlIolmcntll fat IiKal:ycan 1991-2002.1bo SIlIte· IU~OI1IS ftlrfl~h·'ItI1998·2001..Freu.es .: - Suppons President's t!)!)1 ~dalll.pt9PS.!~ __. _ . 

t ,: ;~ .....;, ...~ .. 

OSH ~Iatmentl r«statu ~ which ]99S I?SH .. ! . Yet)' low DSH Slales tor 5)'Ut1 (below 3 pcrer:nl which 111m In equlll perer:1Uai1 re~.u~loD .&om I 
~ .... Dpayment. MrlIicn tblD I pen:enI of lOll.! medlcil DSH);, 1__0SH (abori :I JlC!'ICIIIIM below 12 . Stilt'S tOlaI OSH .pendln.. 1IP &clan ~pper ................0.............. _.., ..,-.......;";f·.~""' ... ~. ,.~ 

.~ aulstanee IJICIldlnj would be Iioa:n at !he level 'I'. percenI) IltptmCd-1Il15-perc:eol rcdlldlon !toin limlLa 


I 
III atpayments for DSH lltiutmCIIIS in ilion Slata· tbilr IlIotmlillllli.hl&h DSH (lbow 12 pc:rcem) gel 


JI\ 199'. For Slata IlanlfW I. "bigli' DSH ·1 • phased-In 2Q.percentndas:don Uidl phase-out ~ OSH lIVinBI akould be Ilnktd 10 • Podn 

.j Stata tor llaJ year 1997, DSH anomtIIU waul, · ofanY ipeudlilll rarmlirrtAI health ficnttlei !torn Standard for IatgetinB nIIIIllnins DSH fund. to 


be redueedftom lhoh!pDroC 199' IX" 1996 i their base PSH aIlotmenb. 1.110 appl~el new 1Ictd.y h~p111JL . ;!.f • 

," .' . ~ ,<~:nllevell. ~o reduction JlIrCCIItIIII rot.. rutrletlotll O1IUafDa DSH rot mtrttal hcaltb 

• Igb DSH SIatIIi wollld b. equll &cI 2 JIIIirCI4t In l'acltltl.eJ aDd riqulrcl Statn to prlorltlzo payments • Suppan. Hool. provision requlr!na States to . 

]998, Spen:ent in 1999,20 percent In lOOO, 30. to boipiim bued.On their ~.lIicomo DtUlzalloo 
 makoDSH paymentll dJrcctf.y 10 qulllil'yfni 
pm:ent1n200I,1IIId40pen:cotlnlOOl. AllOtber ral.. " .. /- . botpll4ls (rathcr Ibm through mlll,pd care " 
Statea' OSH paymenta _td DOIIqUal1D me .' plymCl!!:s). 
bl&her or1995 or 1996 DSH payments IcYeII 
reducocl by ana halfoCcha m!Ix:lIon pen:cDtages 
for "hIP" DSH Slain.. . .. ' . . - .-.'-"--.-lp.'-.-"-'--_.'-'-'-' u_.____. ~.-.._ .._ ..---. _.._._.._ ..___..._u_._,_,. .- ..--.-~- ..-.--..-.-. ­

IIC and . " No proYlslon. . . IncreaseS FMAP far DC to 60 Pl:l1:ent for 1991 D.C. - Oppo.ea Senate sunset 1t12000 and ' Assume.r • hlSh.r ItI1ltl:b Cor PC and ID In1latloit 

~ ""-11II1Uco . .. ... .,.. . .'. ... " ,.:.. tIuwg!l2090; ~ pl)'11111111 rot Puedo JUeo supportllnercl.lnl mlldllatc &cI 10 perer:i1t (is In adjustment ror Puerto Rh::o md otborterriloricL 
.. by 130 million 1Il1lm\yi.r 1991 plii. Ilacreuel ' PiOsii!eat's 1998 bildj.et). 
..... 	 , for oilier tcrdIorlis;· . 

Puerto JU.:b - SvpportsldjllJlmenll"ror PR and'" the tmitotici ill the Presldent's19!!8 budget..~ .. ..CIt .... 
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HOUSE.PASSED BILL 	 SENATE-PASSED BILL . WHrI'E .HOUSE POSmON . BUDGET AGREEMENT 

. MIDICAID (continued) ......;. Anvma SI..s billion C\'Cf 5 yem 10 IUCthoSpends SI..5 billion 1M:!' S ynnlll Medicaid for Omet a _ Medicare block sram. SU &111104 II SIlPportl lInancllllth. COd orth. full Modicar...... premium. enlstlnce Ib, HIlton whh Incomcl or O¥cr , ynn,lo SIIIIn to provide pmnlum premium through Madlc:ald. Impact ot iIlereulnS Medicare prcmlwM on to\¥> ......,..... 120 percent to 175 percllllt of'poverty. Coverslhll aa1stm1:e ror beMtlc:1erfCl ~II 120 pen:c:nl I!lcomo be.MficlatiCl. 

I'rDtIoctlon 
 ruu Mrilelll'C premium Ibr Ihose wilh Incomes up Illd 150 plllftflt ot'po'ferty.. ­ Object.l to ~matll p/'CYlslo.n 1IIallLteil M~ICIII1I 


10 13S pm:tQt orpowrty. For.mlors wI1II ... 
 '" .r,ranl ror thll anlttlllCe that lW1SetS In 2002. 
income. between IlS IInlll7S percent otpomty...';; . 

!be IlsirtlUl;e CoYen that pol1\on ofthe MediCll'II .;'<f ,(it 
 ~~.". :~ 

PItt B pt'ImlumlnCRUO Iltrlbtlllblll to ibe bomll 	 .. .. ;.,"""...."...:. '.'-" ". ":,' .~ ............ -.. 

~. 	 .I 
.. health apendtos 1ra1lS1iIr. :,", 	 . " 

:"~r1"I'" ~:;~y;;;;:"'-'~-""~"--'-"'-'I ':==~~~~~~~:£=~-;--' :::~~:!=~;=E:~~'~~'~;:~~~=·~'~~·u.-=,~:~~, 
i I chlldml Vlldcr 181n familie. with incomes belaw SelIatll bru c01lld complOmlH bmllnc:1cy ICCI$'

:1150 percent orponrty. t.o quill!)' care. StIOIII17 support. Smllll provlsl"n 


. . .". ... : . Ilmltin8CC1t-sbarlna Ibr dllldrm. . 
 . 
...~~;~~ E~I:;:U e~lrIn;·;;;;·~;;:;;:;:;::-..-t..· ~~-;~p\rfII~"7~';~caid~.~~ sv;;~CIIIl~Uin';lIc;::~;;·~-;;~..-t;o~;;;~1t u~p~oa.··'·"--·:···---·--

...... PN¥IIIw . 	 n:prd to budget neutn.llty; Also deems provIder 

:u::~· ';;~-:~~'-"'-"---"-"'-":~Z::::;::!=:;';;~;;;~;-"1'~I1PP;;;;;sld~'119~.·~;;;;"";III.·;;;~···II;;~IiC;::-';PII~~"M'--M""-'--

Wodl 	 whose nmlllg.1I1I below 250 pen:cnt ofpovcrtywould noc limit .n,iblD!), 10 pmpll whoso 


to b;y Into Medicaid. (Undll' c;umnt law, SI81ft camlng. are below ~o pel'Ctlllt ofplMlty. 

!IllY acecd 2.!l).pen:eot-or-pmrtY.1enl Cor 

Medl;eld cllsibility.) 


~ .....__.._ ...-f-..._ .._ ..._.--.-.....--.-.-.--.-....-II·~mllld·;;~zl:;:r;;~~PlOy;~;-.'-':ll~upp~, R~ClIO;~~~lIlln:·-:-·:-·':-- ....- ..lr;~·~1I~iI4S~;;~::·~·:..--_.. __._­
toO .. -CrIBIlnal AmcndSmto.n217ofHtPAAtoprovidc . .. ""altha tor sam;tlcm.o.nl), aplnJt thole who help people.to sinctions 001)' ISlinst 111010 wIlo help people 10 

i 
N 

Q 

...... dlsposo otmeta II,l order 10 qIlIIlIy ft:lr MedIClid. dispose of~lo order!D ~1fY Car Mpdlcaid. 
DI'tMtItm.· 
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HOUSE·PASSED BILL SENAT£.PASS'ED BILL WHITE HOUSE POSInON BUDGET AGREEMI.NT 

MEDICAID (conUnua., 

Supports HOllIe provision.1I"C8'd RcquIre, States to show Iballhc!r SIJIllMfnlsned II No proYlsion. No crxplleit ammIptiOft. 

lll'an.......nt Medi~manerementayBtlml mcct.OIIICOm'" 


lftfarmiotlGct billed pcrfOl'll1i11'1ee standards IIIId would pamIt "! '2' ~. ..,."
the colllll:tiait IIIId I!ItIyIlI of mon-based dat.a. . ~. , ., " .. 

-~:;.-..-. ~o p;'lsIon. ._..._ .._ ..E"~'''_'''-' ~;;;';;·;';~;;.c.:.·h~;:~;:"-:"ll~;:~ C:~80;' tII'~Bl~Sta;'~'~ th~"'~·:J;~·;;~;;:~~~Ptl;;.~"·-"-·-"~ 
."glll .; :" . Alab.·. abluet oreft'ortllO examine bmldeullm:l.lilleJ."'''lI.te . . ............ ..
·_..·..·_.._ .._·_.......,....- ..·--·r 
..,.".. No provlsJoft. ... .... .. . . ·~::!:ni:i!~~~:::~·ll·~o·;·~;;~·-·:::=:.~~:==:·: .....::.·~1·;·~:;.~;:~;;;:~···::·--··:-=·~~·-
Ita. for . I 

811.'_nll I qwod tor QMB" md duaI,Dllalblol, fbr net 

Dull! liglllll.. I sl.Vlnp orS2•• bIllion over Synn(SS btlllon In 


Medkald raYlnlS. $2.9 btnlon In MedlClol'l casts.) 
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HOIJSE.;PASSID BILL SBNATE-PASSED BILL WHn'E HOUSEPOSmON.· BUDG1i:T AGREEMINT 

WIILFARJ!.TO·WoRK 

............, 
 Appllu lanlUiji-1I'om lhe ImtaiiCiiiitiili-' f'tfii"jiiiMd:rtiOiiin.:-----....".---- ­ !0lIS --_-'---- ­SupporI3·StmI.1Itpodtioftll1llllnmlll)"lIJ'I'- IJ.No.a 1c&1IIUIIIp'~....__ ___ 
.....lfara:. MOe JOBS to indicate thaI putidpmtl in public mllllmwri wap and wclfln work requlTcment 

Act.1Id 
 lector or nOli-proAl wrirklin adlvftiel 11'1 not propcsallln HolUl bID. 

":, ~:OtMrWeJbr emplOyees under lhe.Falr LIbor StandII'd, Ad 

t l OJIfIl'J N~h r,., ".I,. "J'f/~aDdotbcr.empt~.lIt IIIWL .'"""tlollll ". 
, 
rt4,...,. ~ I~i ~_'r./ ...,..",,.",,,. .. 

Spec:i.lies madminnumber afhoun allieS can No proviliOll.. uppoft:"allowllIl Slate.lIO C01UIt TANP and rood 

nqun beoeftclatiel to wortII)' c:ounllna TANF 
 .. ,. I\,'.. , • .' .~ .. ' ~ '. stamps as wlga, ,,·c:umnlly Inowed• 
and Food Stamp bcncnl~ ....W!l11!I ror JII1IP9S1l or !II 


the mbdm'um. WIlla, and lettlog S'!Iife~ CCUDt . ·1 

1 


..,! 
additional tim. spent in acmillu.1IICb a lurch, . 

11 
tOward Ibe WIlle requimnentL I", .I 

.. t ~ Proyldes limited IICIIdImlmfIlatioll mil IrimlnCII I Provlc!.el srlOYlnco procedum and otber worker Supportl exteD~ll1& Semite p!1)ylslaol on 

. " procedure guidtlinclllld other warbrptOloc:tIOOl~; prolectlOOl II) WTW gt'IIIt fund.. ~.IIYlII'lCII procedllres and worle.r ptoletlloOi to all _
-;:;"-.-'-. :-;::::=:~'~::!:~or' "P~ofru?~~08;~:;;~~~;--''''':;::;:c:::;:::::~::_. ~~~;;·;~1&1I0:~·~~SfC.;;:p;­

~.1rIbulI1II'I - fimdln, through formulllf&l'llIlIIId 50 peIUIlt Ilv:ough competltlvc pDlL . bnL I . . formula Illd wleted WIthin each Slate to IIniII1'_..... Ihrough competltfve FUIh liwlfded by Labor. i r .. I I' _ ~~ .... " _..I l. .~ with poYCtt)' IIld \ll!emplO)'lnCtll rll1l::ulleut 20. I.' 1IIt/rtJt',., rf1II' Il/'fIfI"P" pemnlhlgherthalllheStaluvmgll.Atsumeu. 
- tDtlCAnOH AND 111& WOR'KlORCE­ At(I"'rt~fl'1.1 /'Itt iN ~J- shire of fimds would 8D to ctdalCOlllllia with 
Provides" perc:eDt orftuldin, throup fol1ll\1l1 

. . grmIllllld S pc.n:cIIt throusb competlthc pI! -HtJ. r II••II'~~ !:~~:=::;:'C:;=~~1be
J,,-alltlfl -1# IWN'·-"';fI". ~p., jurillfictiDII:L2.. ..;;.-==·Itt=;:~:-··--····-..·-·..-·- ~~·--·"-"·-·~·~·~·-···-""II;~=!r=··"""''''I'/#r-w;t-.. ~OCXPI;;Usu~;;;-'--"'-'--..... Adlmlnlatlr­

co '" ....lIMY 

~ 
ca "" ..... ... tttCOl"lClWnON CONFBRINCE rssm:s rAGE 7"" ..... 
""CIt 
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ULPARB-To.WORK (cantln ••1I) 

w.1WMao Provilie$ cettalrl ncmdllplac:mulIll protmlonl. PrOvIdes tm.det nOlldlsplacement pl'OlZetlona to Supporla eX'lOlldlns SCMlII pnwisicM Oil II No exptlclt ,aumptlons.
.::r ~ Wartc aU wcl&n:·bl-work fI'II1II' ftlnds. CIa.~ recipients under wel&nMo-l1I'Olk ftInds (atld lIot 1I0ridlspiacemcnt to ,II wortlns welf_ recipient. ' 

"01IIII1",_ 11 '1#, lI(rt,h', Mt,,·~ If. ,TANp)" undilrTANF. 
Jnef\t .• .... ";" '.~', ."';;u.:-" c,~e::::~.~~t..~...-..-.... '~'~;;,~:;-m_._..._ ... :".~ "..~~. ~P;;;;;;;;;'~OIil!an'<rtC:~)th~:-~~'-11 No;;~'-i;:;;;;~~~"--' ......".....-._,_. ­

..~... Ado '. ' cthei JOCIIl 11'1. ull'IIld manage I,ubsllntiat 

mTnletnlllOft .' . ' • . ' ' , , ,,"',' ainounrof IIl1 wrw fimd.. It .. , . 

-..::;-~~- ';~';~~Is~~-.-."--:-~'-"~"-";-"-r~da,~;;;;~~~~;;;~~s thll:;:"- ~:~'~'~rn:~;;;i!!11 ~,~eq!~;~,.~~.~"~ ;~ ~1~;;-..:nPt;~ ....~-.-..­

hncI .. ' ., SlIccfssftJlaunovlnl wel.ftue rmplems Into work
l 

.1 
i 

. .:
-;::;::;-' 
....,"tl...Cov,,'" •• 
wart!. UN... 
TAm' Wark 
~.. T'" 

.. ~ ....... 
o 

~ 

I by aVamenllllllhe aistlne TANF pc:rronnanco 
I bOiIu. lUnd lrl fl3CI1 year 2003. 

. .. 
. .. I. 

·:;;:;~·;;~·~s-~;;;:;·;;;-·-·;· eo:tlnue;to~';;:;;;';'I~al:~:;;:;;'" 
beneficiariel COWl~ towaid mcetln, work 
pll'tlclpctlon reql.lll'llllenil to 30 percenl oftbe 
total IIl11llbllt ofpmons mcetinS the requiremmt 
rether than::!O p~nt ol'tolll TANF ene'cad. 
Teen pmllta In high .dIoo1l1'1 Dot required to be 
cOUlllcd wilhin tbe 30 pm:eat. . 

• EDUCATION AND WORKFORCE;"': Umlti 
TAMF bencfic:!arit:l aSllte em covnt who Il1'O IA 
YDCallontl edueallOll 10 20 percent ofthe 10111 
.mnnbet OfptnOlll mtetlaJlhe wort requimrlelll 
I'Ithtr than 20 peml)1 orlholobtlTANF cuelQId. 
Tcet'I mothers In high Khool conlillult to be 
countad uDder lite 203)m:fIlIt cal), 

pcrcmt of\heJr TANF cae/oId. participating In 
.lIocatlo~ education as melting thl! work 
rcqu!n:mmt, bot ellinlnatel Cwtlllt requlremen( 
tlllitteen rnolhilts l!fendlng bill! scbool be cOllnlcd 
II put orrhll20 pl!l'C4int ClIp. 

l1'IW.rds for pJlclng lilt: hard·to·mw, Olle-'~ ,, ­
approach wOl.l/d reqlliro Ooycmots to use a Ihn 
oftbcir discl'lltianary fimda aneitlte SecreI:IUy or 
Lebof to 11111 sbnOfcompr:litivelimds to 
reward blgh·acbievlnl wclfare-to-Wodc program.. 

;;:I\~;;-~;;:~CI;~~!OII;:: drop....·-l/;o ~liclt .~~I~~:..·..-·-·..--·-· ­
these provisions. 

' I 
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' 

RECONCILIATION CON.FE1tENClIIIUD PAGEl......,... 
o 



o... 
o 
S 

HOOSE-PASSED BILL SENATE-PASSED BILL WHITE HOUSE .osmON BUDGET AGRI.EMENT . 

,.----=-----------------------------------~~--~----==---------------------------

WIlLF.....TO-WORK (COlltiIlUed)

'. 

....tatit.. E1Imllliks u malnt.nanClMlr-cfl'OI1" n:qulrcmem No proYislol!. 51r01111)' opposes n:pea1 or die MOE (I!Ovll1on. No Cltpliclt IS$lImpUOIII. 
that pnivenlS St.1ft tom loMmnl or eliminating.."""....-. . StIle supplemental SSI paymcot •. (No SlIle 11 
known to b. IICCkfAa ellmlrlatIOll.) . .. ....__....__... 

, 

_..+_.._._..._ ...._..." ~:.- '- -.~ _..- ..- ...-._..._..-._..._._... ~..,_.~_.._l.--".-.-.-t-t.~r,-..- ...- ....- ...- .....,..,..-,...- ••.- .....~ . .' 

TAMP . 


-"'-'~'-"'--" 

Oppoler House prc:wi.IOII.. :No prgyilioo. :.:, ::",,_. No exptl~1t ISJUmpllons.,' ,Remoyu die requln:mmt tii~t Stlllltrulifer:n to - .,..,.".fwa.. I'" :child can: ac:tMliH Cor IIvCij SI, In TANF block 
, -
. "';'~ ­grant fi.mdt that they transfer to Ihe nIle xx"tJ.xx .::. ~~," '. 

Soc:ial SCIVicIl Bloct Orut:· ' . l : ..... .-' ­
'._ .... . _..... .. . ." ~ . 

I 
" 

<t. : ­... 
IMMIGR.U1T8IJ 

~' ..... .. 
o 

'AI"'~ 
IrnglllUlt7for....... 
" ..kald 

Restores eligibility ror SS! and ~IClld fbi' I 
qullifiltl .nOM who wen: In tho country ucl 011 ; 
the bcnerltroll. recdvlilgSS( IS orAupst21. I 

1996. Lopl allent who w~ in Ihe u.s. botnot 
n:celvina SSI benefits .... ineHjible Cot benefits II 
Ibo)' bcoom, dlnbled In thl tbllln:. Toll1 cost Is 
S9 bUHOII over $ ~all. Speclfill that . 
CUblJllHaillan entruta IIIId Amlll"llllnlan: 
"qualll1ed aliens," 

R.o.s1orca eU,1b11hy ror SSI IIId Medic:aid fbr 
quallflcd atJens who wcra !nlhe COIID,Iry and on 
llIe beIIefit rolls n:celvlnC SSt bementi as of 
Augu&t21. 1996. ProYi~a ellliblllty ror SSt 
benefits 10 legal Illens who cntel'l!'d Ihe O.s. prior 
to A1Ip.1121, 1996 ud who we or who be.:OD!c 
dihblcd in the filtun:. 

oives Stile; the optlci!llo nempt lniniIgnnt , 
tltlldrea I'roglllta $)'t" bu on Medlcald. 
Exempts Immlpmtl'tamSS! bl~ Wlto an: sO ' 
am:reIy dlslbled Ihcy ItO unlble 10 nlll1.ml.lln. 
Tolal ctIIt b Sf U bllUOn DYet $ ya:;s. 

Supports Senate provlsiOl!.(The Presldentsbled 
In alllni 20 leller lh81ho will noll!pleglsJation 
,that dOli not!nducle the po Ill:)' Ihllt protects· 
ImmlpnlS who Ire or bec.omll dlsablltl.) 

Supports Senate provlslOQl. 

.

Anumc:. restoring SSI and MedlcalclellgJ"blUty 
for all disabled JealllmmJsranIS who an: at 
become disabled .ad who erJterecilhe Onlled 
SlStclpriotloAupst2:J,1996. Thosedbab!ed 
lc811llmmiB,t8J1tS who Intered Ib, tlnl!od Sr.tel 
after August 22, 1996"ud an: 0111111 rolll 'befbre 

".Juno I, J997.lltal1 Dol bll n:mowcl. 

.~ 
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" H0tlR-PASSED BILL SENATE-PASftJ) BILL WHITE HOUSE rosmON BUDGET ~CRl!.BMICNT 

W1!LFARII PRIVATIZATION ....... 
II'mratfmtIDII . 

Pmnitl&llY S1aII to COI'III'aCl wIth a private ICCtor: 
enlity to conduct income verlflcat!oA Illd . 
Illgiliility determlmtllons !orPood Slamps Ind 
Medinld.. (A similar proYisiOllror Medicaid Is 
Included I.!t the Commerce CommillH Iitle.) 

No pnwlslol1. 

..~ .. -. 

StronglY.oppo,tDl Housl provlslcm IIId \11'1" thl 
Conferees to follow thupproadl taken by tile 
Sc!1llte (l.e., no provisiOn).· 

• 'I' 

No upUclt urumptlon. 

.. ' 

FOOD STAMPS ,.'" ."" ........... 
e. 
I 
I 

I 

,

. . I 
Provides Slates wIth $6!l0 mnllOl1 III 11ft' ftmdbQi 
over 5 yean. for Eduellllon amd TralninS ,cllv!ll~ 
within Food SIImps. Alleut 10 pel'CCllt or IhD I 
total Fooel Stamp St.T filndiog of St.1 bilUOII, 
would bIIllrmuted to able-bodied !!dlllls mbj 
to the work requirement lob teareb end job .... 
lean:lI trllninJ would not be an allow,bloule ofi' .~ 
liIe I\mdin& eannI1'tell Cor able·bodied adll.ltL 
ceo assume. thl policy wlllgClletltl205,OOO 
work slots that keep abl.·bodled .alll ~bjec:t to 
1M wolf( requlremCIII eU,1b1e ror MnefilS over 5 
)'ea'rI. But other activides thlt do lIat meet the 

II work reqW'ementl WO'a!4 be permissible. 
Jtcquirel Slain 10 mlintain 100 pen:ent of1m 
levell ill order to recei... new 100 plll'CCl.'lt Federal 
f\mds. 

. 

Prvv:ld.esS640mmklc,in-filn4iqg ~~~.. 
add!1lQIIlt EdllClltlollll'ld Training positions 
w1tblafbod. .lImpS. Requires the Secretary of 
....rpicutrw. to nllbllih two clI.fTmnt . 
tCfmburaement I'IIIa for Slain acan.i.!lg these 
lImcls. A hlaher filii wnl be paid to ltlltes drawing 
dowa thndlnl ror placin& pcncms eubJcct to tbll 
work rcqulraneDlln wart sIolS wblch keepthon 
PIrIOllS cllJible ror Cood llImpS. A lower 
rclmbW'iemenl ratll will be paid to stab:s that Ole 
llandlnl QII.c:tM11eI that do nolkccp penon. 
sUbject to the wort rrqulftmmdill"'c ror 
benefits. CBO usum.. thls policy generallll 
250,000 work .1ot1.oTll' $,..n1hat~lo 
eUglble fOr benefits mllllill work f'!q1l1CClllCOtJ. , 
tmiulre. Slates 10 miiliilahl75 pm:cllt of 199&- . 

nItM:Is in order 10n:elllY'll new or~lstlnB 100 
nPercetlt FccIcraJ fimds. . 

,"'I:SmIIlJ1tm\!mend,Qrus.SI!!lple rclm'burI~IIll ... 'i ' 
·"lnIclllte and House provldons for maintenance or 
effort in order to ensure Ihallile maximum number 
of11011 are ~tBd. 

Auumn for additionllllld Adirldod E4TfUndi 
"to crelto additional workslo!i Cor iDitiVidtiil.l 
subject to Ihll IImllllmJlI'" to muwfz.c Cho IMIlller 
ofnewalotL 

~ ...... ... 
o ( 

Obr I ""J~ '.A.~. . ~ 1.1 . • 
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11. HOtJSE.PASSID BILL IC . S~A1'E-PASSEDBILL .===C=:='\VIm'EB()~ 'OSI1:IClN If BUDGET AGlU!EMENT 

CHILDR.I!tAt HIIALTH 

1'I:It.II1 Spcndt $24 blIIio4 (prell.lI:dDIII)' acoriq) fors,mdl S1.s.9b!Won IMIt :'S yeam for ehi.ldrec·1 Supports: Smite def\Qitlaa oCbcI1eflta.llmltl on Auumn r;peAdinl SUi blWD1l OWl' 5 yean......... 
 hn.ltb iaaUI'lllCII or scrvlcea. ' ehlldna'i hnllh inllU"llDCC. iDeludiDS tho S. COIt-sb1ltiOgj State optlQl1 fa Ikme lom to Ipc!ld 
.bIDIOn IdcIcd fivmthll talt bill (ICC below). graill money DO gnats. Medlcl!d, or .. . 

..~:. ~. c:omloinatian oftbe two (Seoate requira Statcllo 
choow only QI1c); ItrODg .IIIlI.i.otcnance 01effort 
pioyl.i01llnd tho Senate bin prohibillon QI1 Uling 
pnmdcr IAxC' IIIld dOlllltiolll to I:\md SllIel' Iharr,
1Isma IlDle mmb fIIte fbr Medicald IIIld gat ..::, "~.':. 

• •:.~,:.,;..: .•p ...:", ... :," 

progtanli. Ii In Senate but . 


i 
';. 


! . ,Oppoael: PI"D'ViaiaDi lb••Uow Slal.el to PI)' forIt· ." 
I 

~--"--i"'-'" ~O ~V~i~-'.. .•~.~- L...-...,;;;..,..bUD,;;';-;;;;'; ",i-·.15:=:=:E::~~"';:'-~""$';-~;;:--'-_ ...._ ........_
I!xt.... 
Bllttan ! G~ Cor mldativel that COCUI on tho Deeds of ' . 

chlJdnIa 11114 bcaJth. Oppo.el IVJIHt In thi. 
,_ . ftJIIdlnillfW2002..· 

~;-']~w~'~d~DOl~lI1.;;'-;;'~:-"JL;~~-:--'~'-'-"-""~1"M;:;::~=~'=-~:::~~"'-.£If~~.·l~el~Ie,~e:;"-.......... Medicald benefits Cor chUdnm ICllng SSt bmrfIU '. bcnl!fitJ. The Admini!trlltion IIIpportll filesl ~.. to restore Mec1lea1d far C1I dllldnm 
CNlIbwI bec:a1:ae.of DOW, If&bter SSI sIm!dards filt .,.' J9911 Pmidect'l budget proviaiou, whlch. ' Iolml SSL /"IJ" III....Jf. h ''''r.1tl./I.="..1 cbJldltoodellgibilliy.' . . ' . . l1IanntcClMcdimdr:ovmgl.for~cscchUd.tcn. ·t'"I", ,',. 'l".,."tJI., ._._-- -_.._.._...,-..._._._.-_.- ..--.-*----"-_.._._... ._._._,_..._*-_._-.. ''''"_'_I'_'_'.-''~''-'--'' 

DINe' Allcnn 8talll toue grant tIIJ1ds.for Cortb direct UDca IlGI allow Smtcl to use put tIuId& Cor tho II Sl1'OIIgly OPPOSII HOIIIII ~ ICrvicCioptiOll.. .A.nu.IDes ~~~ to 5 mlUloD2 PraWIIoncrf provWon oChcaJlh ca lenlce$. .. ' "1 dlml proYblollofheallh ~BI'II acrviees. . - .. ......... ft dahjDailih~!UtII!po~mnsse2002. Allo Ql\lIDcslhc rmmuCl will be aseet
hntc.. ....'" .... .In 1111 mDlt C:Olt-Cfli:ctiw Jl1IIIIICt pouIble to • 
Q ~cI r:cIV&nP II1d IOI'VbI. . 

a ~ 
:;; . 
.... .... ~NCILJAnON CONTr.tutNCS lSS'UII ¥ .AGZU 
.... .. 
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HOUS£.PASSEDBILL . S£NAn-PASSED BILL WlilTS HOUSE POSITION BUDGET AGRE.EMENT 

CHII.DRI!N~. HIALTH (continued) 

Requires Stms to cbooac betWeen Medicaid and aAllows St!1el 10 IpII1d II'IIlI t\mda on Mediatd,. Supports House provision. Asrmnes flmdln, could be vsed IbrMedicaid, 

.trwtu... . 

If'uncIIne 

grant progl"llftl. Of I COiDbinlliOll oC lb. two. &rant opdon. ~v.p~.or~_.._ ..:____._'t_.. _.. ...;._...__.._....--...____'_f.~ r-..- ..- ....-..-...-.~...~._.,'-.-_.r··_·--··_··..........···-..·_·.._ ..·_·_· 

[ru::lud'll caUlnI cir2QOp~~~r-~oYlllty IlIr .eJ1al.bllfl:r . DerlllCi ~d low-income cbildrea'II mon Allumes lCIOVn:eS will beu.ed rot low-Income 

wl!QJe nunny Income clJ:coeda the Medicaid 
Oppole. Senato provilion. ctJIJI ""~ 

.lIa1bllity. . , Il'Id unInlUfCd children:· ;:. . _ : 
applicable levcls but daft not ftceed anMmD htIiiI"r r ,,,.,~ h *~ 
level 75 perCentile polnlll hlaber thin the .' ;tr"..,Jt:.,.·",~~/"'J '. '...' . .. . .... . ._..._ ..........-.'11_..._ .._ .._ .... _._.
~.~~.~PPII~~~on:.~!.!!:..._.·.•__;..~•••_H_--=-7.:.-.. .._ _..+_.. _u._....'v~I~...~U............:.-_f
-4/,. .~../. 'l.1I~'.!2.-..- ...-. 

S.me a. Hovso.·Also includel 10 ttie MedicIid No cxpllclllllump!1on:-' .-•..... -:-__ ........
ElItlnd•.to childrco's health inltllttYII Jlmdlnl the! Sln:JlIgly 9PPolcslimltlnllCClln to medinlly. Hydra = 
iec:tl1ll1 • mll'lagcc! Clltll nnctlon provision toAIMftIIm.nt Medicaid appropriBttOl1l prohibitions on MedlGBid _JslII}' benefits, includlA, abortlotlllrvice..• paymellt (or Ibod.ion ICIYicas. .'. J ~e the deflllillono'''med'lcally IIICIIIIII)''' toI .d.ude abortilll1 services n:cepl under certlln . 
Gtrcutnllatlces. .I... I , ... .­

HEALTH INSURANC. FaR SMALL BUIlN!SS" 

• DfA Includel legillition aJlowinlllDalllMlnclles IUId 
Ofill1lul1ons 10 offer hNlth 1M1I1'InCII. n:limdilll 
ERJ~A prccmpticms Il'Id StIle ftlUtuloos, 
l'llquirlng rolvDac>' dSl'ldatds forlSlOcl.atlon hllll1h 
pIans, eli adler 1'C&\31.tiona. .. 

~o provblon. Strongly opposes Howe plvvlslon. 

, 
No cxplic:itiliumptlon • 

il 
~. 

" 
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HOVSK-PASSED BILL RNAn;..PASSED BILL warrr. HOUSE POSInON .BUDGET AGREEMENT 

"I!CTRUM AUCTIONS 

Authorlza·lbo FCC 10 mctlon ftequenl:Lra that Compuilble pnmllon. exc"pt that the FCC Is Supportr. hard cutOff date wllh authOrity to"tend Assumes ccdl1)'lnl C'IIneIIl FCC p21111 (wIllcb 
IU'II C'IIftelllly allocared Cot IIII1OCrcl4lvllllon required to dlllll7 the return It Ibe "·pemnt lIst I. for smalllUld Mal maritcll. Agr=nant uswncd Includc .2005 firm. dlte Cor analol C1Itof'l) to 
brolldelsllq. Imposes I tlmoUml1 ollihe nol met. . tharlbls auction would take placoln 2001 with. reclaim .wpm. PlAtlcl" bro.1ISt speetroPlilftlr 
lel.vblon lieusn tlllIt authorize IUIllo& telovlslo~ :' - I1rm MOredale fbr Iniloi broadc~lna in 2006. broaclc1.lcn hi.ve mlgmed leU!!:" dI,ltl' 
.ervlce•. Allows the FCC 10 extelld the time lImil< .. eIllMel.. ; : . 
.ifmOrc IfIu. S percent orlbe households in .,. 

market rely cxelulmly oillllialo, teleYiaion 

li&n~.•_ ..•_ .._ •..._ ..._ ..._._.. '~H.':"-"'_~"'.,"_u._.._~~_.._ ...__ ""_"_;~.~;._"'U'_'If_'"_''' .... _ ..H.__...__._..~._·_'-' .._......:..__. _ .. 

Doe. IUIt authorize Ib, FCC tilIlUCllOlllhuo-·· .i tloe''''OIII1Ib~rIzI! Ibe PCC 10 IlIcticll.lhc·.o':.· Supports allthottdlll FCC to allclloll vanity···· ' •.. ' A.i1unesalllhonzm& th.·FCO lo-.wa!'d'ocw·· ......-~ ..••.••. : 
called VIJIIIy 'e1ephollo numblltL 'I called vanlly tdephonollllmbm. telephooe number.. gmentlonl oftoll-ftu vanity IIIlephonoll'lllilbm. : 

'. IhroIlgb all DllCtiot'l. . 
-.-"-'"'":'---'~".,-;--"-~-"-."""-"". _"'_U_"_"_.'-'-"'-"--- -,,--,-,,--.----, ­

. - Seeks authorlly 10 .now Ih' FCC to revoko IIld No explicit ulllmplion (but implicitly uS1lll1ed II!. 
realll:tloo • 1,"1Ift when. 11;'0"0 declar.s the estimatel). ..:<i 

._..- ..._ .._._.._ ..._ ..-.. .-...- .......- ..-."-.-"-"-.. .~cy~.-..- ..- ..--..-.-. _..._ ..._-.....-._...- ..-_.._-.... 
No proviliClll. Allthorb:et relmbW10mml of Federal_gencles for AdmlnlstratloD .mppcrts reimbursemenl No "pllelt 8mtnplloo . 

tho COlli ofrelocatinl to DIW Ipr:ttn.lm billds 10 
thai rptCl'I'IIIDthcy are now Ulloa may bo mid, 
avin.ble by the FCC fbr auction rar I:Dmmm11iJ 

•...._t_n_..._-_.-........
- ..~...-~.._.~r---.""'O'-I_.I_t_..__...--...--t«__II~I_._.__.._ .._.__.._.~J-....._ ..__.__.~...__.___._.... ....-...g.-..__.___ 

'ptoetnllll Dou notlru:hidc • penalty tee Ibat WDIIid be Does not Includo Uds penalt)' fee. Proposes. reo to bo levIed qalnlt enlitlll thlt Ablll'CCi thll, lIS authcrl:=d by CII%T'IW lew, • 
"'NftJ levied 18IIinslIhoIe entitles whO receIved Dliee" recclved spectrum at no cblli0lbr dlifrcl penally reo 'WOulll be levied IplDsi: those eotllfel 

.~ IpecItUm.fbr ~ admtim-bued teievilioll. •• broalICUf!ng, b.1l1 opted to ~t~IIZ111t ror ancmlU)' who ncclnd "ftor!" IPmrum for ad\'lJlccd, 
services. but fiilcd 10 vdll.zo 1I1l.t1ly. 1CIY1ccs. . . 1dVert!nr-bUcd televisiOn ,cmm 1Nt Iii.ni&!1iI'" •P'4 II'dUze It fII1lY• 

ClIo. 
Q 
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HOVSr,.PASS!D BILL' SENATE-PASSED BILL . WHITE HOUSE POSITION BUDGET AGREEMENT . . . 

81'UDINT lDANS 

...lIIIIft.... ltIquln:. paymenllO pannty aae.n.c:ies ofO.U SIIIIIO pl'O\'lslon. . Opposes this provision. AdmIlIlstralian believes No explicit usumptlolL
An__ percenlofllle jlrW:lpll of IU new Ioas. Capped this would creltlll OllWulltlimeftt for par&nty .... ­ at $110 mUlJon1'or 1991 lAd 1999 lAd $150 agencies.. 

:-~ -.. -..munoll tor 2000-200:1. . . _.. ..__n .._ .... _ ••_ •••_ ..._ •••_~._.H_ _ ..-'_ ••_ •••• ~I.~.~t__.._._··_·_. _.*._..._._._..... .._0­~~~.~_f___..t""""'".....;......._·u~n.__.H~...:_
...-.-..._.... ­ . . . 
Elimin4ll:s the Smllh-Hu",ea Acl,the orlS1na1 No provision.'m",," SIIpporta HOllie plVri.1o.n. whldl. I. eanalatenl Alllllnes eliminatiOn ofSmlth.HuJha.. .. .. . 

__he. act vocational edUClltion program. . wlth tho Agrecmen~ ._h.__+_" 
~..._.~_H_~._ ..~_~"_..._!••~ ••• _.""":""" ~.~.....- ..:~-..- ...~~~.I~.~._ ...- ... .....-":...- ...--.:.~..-.-.-.-....­ '''-.-·..·-..- ..~·---;fS..~;.--~--

....tlDft 1';0 provi.lon.Allowt &V1lafI1y ISenclesto retlin 18.5 PIllftDtOll Oppolea this proYision, which 'WCUld pmv\dc No explleiu.Plltllptlon. .' .•....~. . . - ," ,.; ....~, .. , . .-_.,-_ .. ,...,PlYIDcllls receIved when Idcflllllll:d 10lIl11 . ..tlmdin& 10 &GUlDty I&CIlI.\III without Rprd to .. h'1 ~.~ ,,' ~ .. ~-,....---... .. ~.-......... -..... ­
consolidated. expenses mc:um:d. Inlcrp.n:11 amendment 10 hlvo 

•. 

.•1t I .oniv prospective, lICIt retromectlvo applil:alion. ,. ... 

~ 

i 
VI.TERANI' BI!NEFITS 

MMllllltQar8 
eolt 
II.ecowerr 

Replica the ex.ltlnl Medicll eire C::OII Reeo¥tIy 
f'wId with • new filnd !lt10 whldl. monia 
recovered or collected lbr mediCi! "'~ would be 
depo.rl.ted 4IId would ba an.nablo.lllb}«I1O 
t:rJI11I'"OFia/iofU, 10 PlY ror Ihl expenses moc:ltlcd 
with veterans' modical we. 

Also Includes."'f'aI1nf'c" pmlalon III!thorb:lna 
Idditlonll tlmds In !hI IYeaIlhfIR Ii I aluxtr.au In 
ItIlll:lpalod collcctfollll !It Pealof52J mfilion. 

RcpIICClIhI 11I11tIn1 MedlQl Care Cort Recovery 
Fund wilh. RC'W fUnd Into whlcb monlel 
rtcoyvcd oreallecled ror medici! care wOllld be 
depositod IDd would hi lvall.bll, Irlbj," 10 
app1'Opt'iJIIlDI'ISo to PI)' for the fl!J'C1!m assoc:lated 
with menns' modIcal care. 

No "f'IJIsaf'''' mecbmflm. 

Concurs willi Smlllo pasldon. 

I. 

Assumes repla!ltllh~ Ixl"&31 Mlldlai Care COlt 
Reccm:ry F\lnd wllh a nllW tlmd Into which 
monies recovered Of collected ror medlcol care 
wollid be dcposlted Ind wOIIld bl lVIIlablo. 
IVhJ"110 "PFaprlQflclU., 10 pay Ibt IhD IxpenUI 
alloelalcd with vetel'1lQJ' medical WI. 

No expllcil_emptloD on ~f'ai!'Ifi:." 

.~ 
to... ....../o 

i . ~ 
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No PrOy\sl(lft. (RIlprmnllllw Lulu hat 
IntrodlK4!d, by nqlle.st, Iho AdmfnlslrttlDII" bill 
and Ibere 1. at lrat ono olh... hDlllo YeI'J\on .: 
Introduced .0 rll'.) .. 

... . . I 
I 
I 

... I 
I 
I 
1­

.. HOUSING 

FHA Multllim.1ly Mol'tJagl RUlnlcMing: Net 
.lYInp would be 12.0 minIon between 1991 and 
2()02. TIle nCorm would ndl/co Ibo nnts OD 

Section I Howlna cori!rac:ts IIIId 11111. a ncw capital . 
,IrIIIt ;roanm 0111 orlbe FHA {n ordel til IVe!t 
111',1 deCavlts on CcdCllll1J Inlured mOrIBaan. 
11101'1111'0 nVerll dlft\:tent ~Oll' DC Ihls 
1e,lslation. WkhDllt Ibm pn:!viti~. Iho Bwlng . 
Committee woald Iilll exceed Its IUBct 
tI:COnClUltioll nvlnp orS1.5 billion over 5 yem.: 

! 

. ­
'-

Supportlllle fonowi.ng chBIIgu 10 Sena!II bnl: 

- Allow ror Ihll I:oovemon ofIUblidira Iu partlblo 
ICllllllt·b.ued aulstln", ..nowlnllellants to lick· 
GUllho bUI IYllllable hOllSlnSIllld pmnltllnl 
projccts til dnelop I.JIlin'O dfverx mix DC Income 
IIlvel.. (SCOlle mllln~ll\llow-incomo rental 
..illinee: II projcet-bued. dod 10 speclfla 
properties.) 

" .,"\ " 1'.: ,_"'...... ~ .....,,~ .... ,"' •• ,< .......r , .. ,.. ~ n." 


• Olvi HUn mOl'll ftu.ibillty til dnlgo tbe most 
e~'vo pll.tUlmhtpl. (S~ es1abU.hna 
prdermcc (ot delqatlnl reSlr'uclluiDs tllle. til 
liousm,lLnllllcc apriclos.) 

• Amend tu code to allow (or hlIllnottLl.atJoll In 
excbange ror Jon,·tmn aftbrdablftly mlrl~tlOIII. 
(SCJiltll attcmpl' to address tu. Issuu Ihrough 1111 
1111 or"loft" iecond mOflBlgI:I which, IS . 
InltlPntcd by IRS, Inll)' not hoe Ibe desired 
clTc~lofdc1l:rrin& I.aJt conscquCOCCL) 

'(CBO seom 1326 Dltlllon In living. over 1997-· 
2002 from Ih. AdminIstration'. bllb 

~ ..... 

No expl~it IIIfIIlnPtloa • -

. . 
'l"'::. , 

~ .. -T":' . ~ .. 
.'"" ". 

.' ~:l. ~'i 
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I 

COPlDlents on the "Bipartisan Budget Agreement" draft 

dated 519/g"/ (12:53 pm version) 


These comments reflect major policy concerns. ,teChnical questions or corrections, and 
'purely editorial improvements. The items are discussed in page order. 

, 
, 'Page 1. 

I ( l.),Rcferences to -Leadership of Congress" probably should be changed to somethink like 
"congrcssionalleadcrs listed below. II It is still not clear who will be a pany. or indeed, if 
anything at all is to be formally signed, as opposed to being drafted for inclusion in ~ Budget 
Resolution. 

( 2.) , S - a singl~ budget resolution. Also see subsequent paragraphs. 

(3.)'7':'-' You do not list any Mmajor category levels" for user fees. More broadly,: it seems 
counterproductive to list any of the agreement levels (as opposed to deltas from baseline) 
eJ:c:ept for discretionary programs. See p. 3. ' 

( 4.) , 8 was dropped, was it not? 

Page 2. 

, (S.) , 10 refers to budget process changes "'in the budget resolutions." 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. sucb as an improved asset sales rule. should be 
, done statutorily too. for the purposes of the B~, and that statute can make conforming 

changes ifnecessary to House &Scnat.e rules. The Byrd RUle vihl8ive Democrats leverage ,to 
stop any egregious rules changes. ThConly process changes that can be accomplished thro4,Igh 
a budget resolution are changes to House and Senate rules, which we do not want to : 
encourage. especially in a document that does not go to the President. 

(6.) , 11 should refer to the first reconciliation bill. We don't need to raise the debt limit 
tw~ce. and, would rather see it in the fim bill than the tax bill. 	 ' 

(7.) , 12 says "all" legislation needed to carry out the agreement should go through 
reconciliation. It is my understanding that Superfund reauthorization, including orphan share 
funding. is envisioned as separate legislation; this is a good idea. (You'd make room on the ., 

, re-based PAYGO scorecard for it - see p. 30, bullet 6.) 



I 
, I 

1 

1 

,I, 
(8.) 112 and 13 are redundant. 
I 

(9.) What is the point of 1 'IS and 116 ­

, I 

"shall be voted in both Hou~ of Congress. It ;If one 
~se passes an acceptable bill, cannot the other a.gtee toil by UC? Are you demandin$ a 
roll-all vote?, ' ' 
I ' 

:< 10.) 118 commits us to suppon "all ~endmeDts cOnsis~t with'the Agreement.". O~ can 
,limagine competing amendmenu. both of which are consistent, su.ch as competing designs of 
ithe agreed-upon level DSH cuts, or a Democratic substiane oraltcrnative to the tJ.Xbill~ Drop' 
i "all." and bear in mind that Gephardt and House Democrats definitelywann.o offer a ' 
!competing tax bill. " ' , . 	 . 
1 ' 	 , , 

I ( 11.)' i9'say's that the Budget Resolution must set forth this addendum. (P.S. It is n~t an, ' 
i addendum to anything.) Is it sufficient to include it in the Repon. and incOrporate the ~pon 
1 by refeccIlce'in the Budget Resolution? •The point is that it should be in writing in some 
I 	 • • ,- .', 

1 official document. " 	 ., , 
I ,,' 
: Page 3. 
I 
i(12.) OropJhis page. See ( 3.)Jn any case. the Medicaid figures on this page are Probably' ' 
i wrong. The CBO baseline minus the "net savings" on p. 4 (andp. 23) do not equal these " 
,'figures.. You can get very close to the p. 3 levels in 1999·2002 if you also add ba,ck,the 
I, Medicaid costs of the VA penSion provision (p. IS). but that doesn't explain the 1998 figure~
I 	 ' , 
1 Page4. 
I 

I· ( 13.) See comment aboutrax cuts. p. S. ' 

. PageS. 
I 	 • ,. • 

I, ( 14.) The tax cuts total $84.2 billion over the first five yCars andSI6S.3 billion over'the 
I second. As you know. it is important EO limit die tax cutSul'S85'billion over the first !fiVe 
1 years aIId $16Sblllion owr the secondfi~.This is notthc same as $250 billion over ,ten 


, i years - under the latter fomulation. the agreemenccould be achieved by $70 biUionintax 

, . 	 Cut! over the first five years and $180 bil1ionover the second five. But the revenue ; 

implicationsof.this latter stream are unacceptable. You imply that such a result is acCeptable 
by Cxceeding $165 bil,lion in your own stream. DON'T. 

, 
;, 

( IS.) How about "normalizing" the baseline for 13-month-per-year and 11-month-per-year' 
SSI and VetS payments (and insening a footnote to tliat effect)? That way you won't have [0 

show a deficit in 2005. ' 

Page 6. 

( 16.) How about titlingdlesc MRestorations andInitiatives"? (Likewise for preceding pages.) 

,, ' 

, 
I 

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



I 

I 
. I 	 I 
( 17A.) There is a tecJJDieaJ problem with JOur display of the immignuat inltian..es ~at . 

naust be rlXed. It bas to do wiEh the line labeled "Disabled kids (SSI only)." The labeling 

.	Flcarly implieS that the policy is to restore SSI but not Medi.t:tJid. Worse, this,omission of 

Medicaid is reinforced on p. 24. bullet #3, wbicbsays -Restore 5S1 for lega!lmmigrants 

cltildren currendy receiving S51." Every other restoration of SSI on p. 24 says "restore S5I 

~d Medicaid." Thus. your stated policy denies Medicaid to currently disabled immi~t 

Ichildren. (Cost - about SO. 1 billion over 5 years) . 


Additionally, the $0.3 billion S-year cost for S51 for these children may already be included in 

the $7.4 billion in Costs under the item for elderly/disable(fSSI a few lines above. (CBO 

never split children from adults in its estimate of restOring SSt and Medicaid to immigran~ 

currently on the rolcs.) Thus, you may have double-countcd this $0.3 billion in 5S1 coscs. 

Whether or not you have. your approach shoold be as follows: 


- the first entry should read "'Disabled Immigrants." You wOQld follow that wirh two lines 
of figures, one for Medicaid. the other for SSl. (Adjust the figuresif necessary.) 

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

- you should not include a separate listing for immigrant children, since your policy is 
identical for them and disabled adults. Thus. your next line should be the immigrant subtotal. 

Also see coinments re p. 24. 

( 17B.) We want continuation ofNAFrA TAA in the agreement, especially as CDI parity is 

advocated by the Administration. This should be shown on the list of initiatives. or built intO 

the baseline and explicidy foomoted. 


. ( 18.) Drop the note at the bottom re SLMB expansions. The new total of 533.4 billio~ in 
addbacks over 5 years does not tic to me previous pages, whicbSay $31.4 billion: highlighting 
this item and the larger figure complicates the job of gaining Republican votes; and the SLMB 
figures are wrong. The cotn:ct figures are $1.2 billion ovcrJlve_years if the federal ; 
government pays orily its marching share, and S2.5biUion (not $2.0) over five years if the 
federal government pays both the StalC and federal pan - CBO assumes more eagerness by 
states to enroll SLMBs if it is free. Since you bury the SLMB cost on p. 23, you shou.ld nor 
highlight it here. . 

Page 7. 

( 19.) We have not accep~d the defense.figurcs in 2002; we suppon a tora! of $285.5 in BA 

and $274.1 in outlays. . .. 


(20.) In the discussion of anomalies, drop the remark "(Alternative)... 

\ 

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

.'0. 61 T 

I 



, , , 

been agreed fD'l 

i (22.) A scorekecping adjustment for defense bas only been agreed to for FY 1998. ~d you 
1 should eilber be more explicit about the 1998 ~jusanent or notmention it. ' 

'I: (23.) The 1998 defense BA figure of 52,69 must inClUde,' thc'up..front funding of the DoE, , 
projects shown in the an,omalies. 'If the R's don't agree 10 mat up-front funding, we must 

~,lower the defense BAfigure for 1998'bySl.S billion. Also see p. 9. 

1 " " ': 

I Page 8., 

! (24.)'00 May 8 you had die correct CBO estimate of the President's budget. But in this 
' version, the numbers for the CBO reestimate have changed slightly. and your bottom line has 
I consequently changed (your cuts remained the same). Most notable is the 1999 BAfigure,' 
~~~~~~ " 

( 25.) Footnore 2 should say "Reflects" special treatment for NAB. 

Page 9. 

( 26.) Title should be Mprotectc<l dUcrerionlJry priorities." And it no longer makes sense to 
say that the amounts will be provided Mat lbe levels proposed in the President's FY l~ 
budget" since yOu are showing cuts in priority functions on page 8~ , ' 

, , 

(27.) As pan of the Pell entry. insen "and increased eligibility" or some similar phrase. 
" " I 

( 28.) Footnote "Third Grade Literacy" to say that it includes amounts proposed in the Budget 
as mandatory. " ' 

,'I ' (29.) Under Energy. add a new line saying "Hill funding of defense capital asset' ,~' 
acquisitions." See item 23.) '. , I, 

•.•• ·_u, _ ,.__ _. 

( 30.) Under Labor, insen "UI integrity activities." See p. 18~ 
~ 

I (3lA.) Insen anenlf)' (and Some d.scripIiQn)for !he Depanment of Transpomuion•. 

( 3IB.) Consider mentiorungVeterans. See cOmments re p~ IS. ',' 

'I Pa~ll.' 
( 32.) 13 should inc:ludC a reference 10"120 MHZ" of directed allocations. It " cao asSumes ' 
y~ are not including that item unless you say so.· . 

. ( 33.) 1S must not say "'impose spectrum-relalA:dfee." That policy, is dynamite, evez:t in a 
reduced figure. Try sOmething like"Assumes S2.0billion in 2002 and 2003 from n~-

L7. :,~O L617.TlSO 



,broadcast uses of digital TV allocations." Such a policy is consistent with the existing 

Telecommunications Act. The estimate is unsupportable, but iSn't the agreement that the 

Budger Committees will assert the savings regardless of what CBO says? If Dot, we need to 

know ASAP. 


Page 13. 
I 

( 34.) 2d bullet Oon'[ hyphenate "phase in;" it's a verb phrase, not a noun. Combine the 2d 
and 3d bullets. 


( 35.) It would be clearer if you listed the 14Paygow portion of this policy as "on-budget" or 

"Treasury COStS" and the non-paygo portion as ·off-budget" or "Postal Service Fund." 


Page 14. 


! (36.) Home Loan Benefirs. Keep the first senrence of the explanation; drop the rest. 


1 

i Page 15. 
I ' 

1,< 37.) Drop the last sentence in the bullet. 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 
1 availabJe to V A in addition to me appropriations otherwise available in the Vct.enulS· budget 

, function. It is assumed that if these increased collections do not materialize, Congress will 

, compensate for the shomall. • 


This is politically important. Ifyou 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 to say to the 

veterans organizations. . 

Page 16. 

( 38.) Drop 2d bullet. In the 4· bullet. drop all but the first sentence. 

Page 17. 

(39.) Drop the 2dsentence of each of die first twO bullets. 

PagelS. 

( 40.) Drop the 2d bullet. 


( 41.) Under unemployment benefits. we are not actually doing anything odler than assuming 

higher funding for integrity effoMs. The new cap adjustment mechanism was not agreed to. 

So the flrstbuUet should say "Assumes savings .•. w' The second bullet should be dropped. See 




i 

'j . 

litem 30.)
I 

i 
IPaa:19. 

i( 42.) The parenthedcalremark under EITe should say Mdeficit reduction in milIionsof 
I dollars." Also. drop the last two sentences in the bullet. : . 

I ... I 
1 ( 43.),Eliminatc the.2d Smith-Hughes ~ullet. . . 

I Page 20. . 


. ( 44.) If this indeed is supposed to be outside rccoIlCiliation,we should say so. See item 7.). 

I . 

Pagell•.. 
1 '. .' . . . 

, ( 4SA.) We want. for our own usc, a list and estimates of what you arc assuming. especially 
1 with respect with the year-by-ycar ten year figures. We'd like to be able to defend the; 
i increase in 100year scoring from $386.9 B to $403,7 B. but we,need. backup. ;I· '. . .'. . ! 

i ( 4SB.) The 2d bullet should refer to the reallocation of "'post-acute care beyond 100 visits." 
I· Thc risk is that the a's could reallocate even more, thus increasing the hit on the Pan B 
: premium. . . 
I .... : 

(46.) How about this: "Limit increased beneficiary contributions to a) maintaining the Part B 
premium at ~S" of program costs. and b) phasing in over seven years ... II 

AdditioAaIly, we suggest being silent about the issue of the 100% federal reimbursemerlt for 
i. the SLMB add. .If the Committees have the ability to make states pay their share, so much the 
I better - that will leave morc money for other purposes..This issue is discussed at more . 

length in 50) below. . : 

1 

( 47.) The last bullet should start "Fund new health benefits..... Remember parallelism. 

P~22. 

( 48.) Last bullet; close quote after Iookbo.ck. 

I (.49.) On the list of exclusions, just say Mmedicalsavings accounts." If the reference' to 
1 HIPAA is not meaningless. it implies that we agreew a Medicare Mdc:monstrationM MSA 
I program, which we don't. Bener to be silent than to concede Medicate MSAs in writing. 

1 

PageD. 
1 

I (50.) The Medicaid Dumbers are cUrious. If you really mcanto include the DC FM~P (SO.9 . 

·1 
billion over S years), Puerto Rico ($0.3 billion), the Part B premium interaction (S1.5 , billion) 

SZ:SO 1.6IZT/SO 

http:Iookbo.ck


-. 

.rtow mat We have the HH shift. and SLMBs (either 51.2 billion or 52.5 billion - see item 
. /18), then your total addbacks are either $3.9 billion orSS.2 billion. Thus your gross cuts are 

ieither $16.0 billion or $17.3 billion. While we agree you should not specify which SLMB 
lpolicy you mean. do you really intend gross cuts of this size? You understand that the 
Ipresident's DSH policy w/o a per-capita cap only generates 512.4 billion in savings. 

(Sl.)Tbe 3d bullet should include. after the reference to D5H~ a phrase like "as proposed in 
the President's budget, • or "proportionate reductions with an upper limit." This k very 
important to us. Among other things. no one wants a free-for·all on the DSH fomtula fight 
- some gui~ce will 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 imporWltDOw that you've introduced the general concept of 
state flexibUity. The last thing we QIl accept is flexibility with respect to existing . 

. entitlements. . 

Page 14• 

. ( 53.) If wc' win the second bullet, then a parenthetical4Apost 91301t17- should be included after 
rhe phrase "new 'entrants... 

( 54.) The third bullet mUst start as follows: "'Restore S51 and Medicaid for legal immigrant 
children currently receiving SS!." See item 17). 

. . 

(55.) Third bullet, second sentence: include -Sept_ 30, 1997" after "affidavits of support,· to 
clarify the deadline date for arrival in the US of legal immigrants who would retain eligibility 
for disability a.nd Medicaid. 

PagelS. 

(56.) Re work slots, you don"t need Dumbers .....:;how about"createadditional work slots for 

individuals"? The important pan is the money: $750 million and 52.0 billion. 


( 57.) R.e the hardship exemption, strike everything from "'enabling States ..... on. ' 


( 58.) In the we1fare-ro.;Work section. cbaoge "cities" to -jurisdictions." This Is important. 


Page 26. 


J 
( 59.) Go with Sen. Lautenberg's suggestion to refer to Medicaid in 12. 


Pages 27 8i ZS. . 


(60.) We are attaching a diaft letter we'd like the President to send. In general. w~ need you 


('Tn lonn 1m 
I 



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

- You can describe the education taX cuts Pluch mote generally, but you should specify both 
a minimum $35 billion for me first fiYC years and if possible, calculate and specify a minimum 
for the second five. At least you should specify that me benefits will noc: be diminished in the 
second five years. Further, you must refer to post-l«Orukuy education if you become more 
general And you failed to say that the education tax cuts should be permanent! . 

. . ' 

- Rc cap gains, why a "generally unifonn manner relative to tax brackets?" Eliminating the 
28% cap and inSerting a SO% (or 40~) exclusion is a greater perccnl8ge cut for me 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 ihe second~ third, 
and founh paragraphs under Capital gains, in each case the first sentence says aU that needs to 
be said. 

- There is no reason to specify $50 billion in revenue raisers.' IfWays and Means does less•. 
and has smaller gross cuts, so much the better~ The key points are,.that the raisers mU,stbe , 
permanent and must not include ElTC cuts, low-income housing credle cuts, or pensi~ 
reversions. 

- You are. right to insist that the child credit be sracked before the EITC, but you should tty 
to say that in English. i 

,;...:, In the final bullet, decide what you really necdthatyou won't get without specifying. And 
isn't Superfund supposed to move separately? 

, 

- Drop all mendon of lRAs! IRAs do not crowd out worse proposals - they are every bit as 
bad as those the Rs will do. If you must mention IRAs. how about the following: "If the bill 
contains IRA provisions, they shall be limited to liberalizations of existing withdrawal 
penalties to permit.•.• II ' . 

- Under "'Additional'neeessuy provi$ionsinthe·padr.age;~--an:a.ssortment of other cax 
measures is referred to in beltway jargon that trails off vagllely with lOet cetera." These ' 
measures should be better identified.·More importantly. how are these taX measures to be 
treated'lArc the raxraiserstreated as offsets, in calculating the net revenue loss? Are the tax 
cuts counted as tax losses in caJadating the gross revenue loss? Are rbese tax measures to be, 
enacted pennanently or temporarily? Is it commonly agreed that all of these measures go in 
the tax package? 

Page 30. 

This needs a total rewritC. Expect to see a draft by nQOn Monday. 5/12/97.·' 

D. 



MEMORANDuM . 

TO Erskine Bowles 
FnmkRaincs 
Jack Lew 

FROM JohnSpran 

RE . Draft Letter from President to Republican Leaders to Warn of Tax Bill 
Veto if Conditions Not 'Kcpt . 

DATE . .. May 11,.1997 , 

The tax provisions of the Budget Addendum are reasonably specific, but the 
Republiamsare unlikely to agree to much of what OMS bas laid out; and even if they agree to 
everything. ~forcemenE is still a problem. 

As we tried in vaiD a week ago to naj) down details, I called you to say tJwwe needed 
a Jetter from the President making wr amditions about the tax bill·clear and warning of a veto 
if thole conditions were not met. I have taken tbclibcrty of draftinl such a letter, whicb 
follows chis covering memo. Janice Mays, chief of Democratic staff on the Ways and Means 
Commiaee.bas made commcuts on the fint draft; Charlie Rangel. ~der Levin, and Bob 
Matsui have not seen it, but I am sharing copies with them. I chink they all agree ~ socha 
warning needs to be iIsued. . 

I think we should hold fast to the Budget Addendum and insist (1) t:Jw it be 
incorporated in the repon and (2) dsat the report be inc:orporared by reference in rJic Budget 
Resolution. But u prescriptive u it may sound, the Addendum will be honored in the bt'e;M:b. 
The President JJeCds to warn the hpublk:ans finnly that he will veto a tax bill· that does DOt 

meet wr understanding, and it is better to warn them now duu1·laccr. 

I have mentioned the need for this letter to Frank Raines and Jack Lew, and I am 
sending them a copy of the draft letter along with this memo•. 



[DRAFT I..ETTER FROM PRESIDENT TO REPUBUCAN LEADERS IlE TAX BU] 

In entering into a budget agreement, my overriding obj"e is to elin'dnate thede:ficit by 

2002. In our five-year budget. we have agreed to limited tax reduction. If the tax reduction biD 

passed by Congress exceeds these limits and undCrcuts our objective. I will have to veto the biD. 

To avoid misunclerstandin& I want to make clear what • tax biD nnut and must not 

COIdain in ordcf' to be acceptable: 

rO"St, I will not sign into law any tax bill generating net revenue losses ofmore than S8S 

billion tIuri.ns fiscal yean 1998 through 2002 or net revenues losses ofmore than S165 billion 

dwing 5.scal years 2003 tbraugh 2007. To be asstared ofenactment, my tax bill presented to me 

must adhere to the ten-year revenue streams set forth in our budget agrcem.ertt and must not make 

use of "n:vawc bubbles" ill a particular year to meet budget targets. To understand fuUy all . 

revenue estimates. the ptofcssiooal stafD at the Office ofTax Analysis at Treasury and the loint 

Committee on Taxation will CODSUlt, share all infonnation necessary. and endeavor to minimize 

tew:rme estimating differences. IfTreasUry's cstirnatc ofna revenue losses deviates 'signifiCantly 

from. the Joint Tax Committee's c:stinwe and exceeds either of the specified Iimits,. I will follow 

Treasury's estimate and not sign the bill into law. 
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Second, I will not sign into law any tax bill that does not help modetale-and middle­

income AmcriC8l'lS afford the cost ofpost-scc.ondary education.. For the tax bill to be aGCeptIb~ it 

must include the S10,Ooo tuition deduction and the S1.5oo HOPE Scholarship credit requested in 

my budget. The amount ofm relie( measured by revenues 10~ shall be at least S3S billion 

during fiscal years 1998 through 2002. and the benefits to taxpayers shaD not be diminished from 
, 

2003 through 2007. Tuition tax deductibility may be phased in u proposed in my budget request.. 

and ifnecessary to stay within the revenue limits. the HOPE credit may be reduced., b~t to no 

lower than $1,000. 

Third. the tax bill shall contain a c:b.i.Id tax credit with income caps. and the credit sba1I be 

stacked before the UDqJayC:rs E1TC is ca1oJl.tcd. The tax bill should also indude: [Here cite the 

items listc:d in the Addendum UDder "Additional nea:ssary provisiona in the padalgc.'~ Quesd.on: 

Are these tax cuts agreed upon, and ifenacted. how IU'C the revenues lost trCaled in calculating 

the penniasiblc net tax ems?] 

Fourth, ifa reduction in tho capital pins tax rate is included. I will not sign the bill into· 

law ifan exclusion or preferential nate is coupled with indexing ofinvestmcnt basis; nor will I sign 

into law any tax bill that grants c:orporations an exclusion or preferential rate for cap~tal gains or 

allows corporations to index their investment basis when· assets arc sold or exchanged. 

Ytfth, I,cx:ped any tax bill to contain revenue raisers, and I undcrsbi.nd thai these will be 

counted as an otTset to gross revenues in caJa.alaMS the net reveraue loss limits we h8.ve agreed 

upon. TItese revenue raisers will include the renewal ofexpired and expiring taxes. But these and 
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other revenue-nUsing measures will be counted as offsets only ifthey are enacted pennan.ently. 

None ofthe revenue raiSers in the tax biD sba11 alter the tax or outlay l5pc:dll ofthe Earned 

Im:ome Tax Credit. except for the compUance initiatiVes proposed by Treasury in April and any 

other coUtpliance measures that we may jointly asree upon. We ha\'e agreed that the rev~ucs 

gained fiom an)' such chansesin the EITe,will not be used as an offset in calculating net revenue 

losses. 1he bill shall not change the tax co~ ofpeosioo'fund rewc;nions or withdrawals, 

or reduce low-income housing uedits. or restrict or repeal other tax measures designed to benefit 
, 

lower-income individuall.' 

FuWly. the tax bill should not deal with extraneous issues such as tax amnc:sry, the burden 

ofproofbome by the Imema1 Revenue Senice in litigation. resuJatory aunsets. or tax ~ts for ' 

Secretary Rubin, DiredorRa.ines, and I have auide all ofthe above clear in our 
• • I t 

discu.ssions ofthe budget and the tax mca.sures it may contain.l write this letter in the, spirit of 
. . ,.' 

comity to make my position unmistakable and in the spirit of&.ir wam.i.oS to rnalce my" intentions 

known iftbe tax bill does not conform to these conditions. 

., 
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