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| Thé"- Coalition "

*uly 11, 1997

The Honorahle Bill Clinton : - o
The White House g ' C
. Washingion, DC 2050i)

‘Dear Mr. President:

As memhers of the Coalition, we look forward to warking with you to enact a credible balanced budget
plan built on sound, sustainable pohczcs that have bipartisan support. We applaud the work that you and
others have done to bring us to this point. [Towever, we recognize that much work remains to bc dunc w
enuct Ieglslanon to lmplement the balancced budget agrcemcm

As you know, we proposcd a balanced hudget plan that was based on the twm prmcxplcs of credible
deficit reduction and sound public pohcy While we are pleased that the budgct agreement reflects the
policies in the Coalition budget in several areas, we are concerned that many of the policies contained i in

- the agreement fall short of thc principles outlined in the Coalition budget. While we recognize that the
budget agreement limits the ﬂcxzbllily of the conterees and the administration lo make dramatic changes
'in the plan, we belicvc that it is possible 10 address many of our concems wztluu the scope of the
conferem.c and the budget agresHclll,

The attat:lncd document outlines our pnorities in the upcowing conterence. We will evaluate a
conference report based on five basic principles.” First, it must provide credible deficit reduction. -
Second, it must include comprehensive budgot enforccment provisions. Third, fax cuts must be targeted

- to productive investments, small businessés and farmers. Fourdi, the Medicare and Medicaid policics
'°hould reduce the lung-term grawth of these programs while protecting the gvailability and quality of
care . Finally, pruvisions in the agreement provxdmg incrcased funds for priority programs should be
structured 1o accomplish the goals of the program in the most cost-effcctive manner possible. We will

, enthusxastxcnlly suppoil reconclliation legislation that incorporatcs thcsc pnnupa]u ‘

We look forward to working with you to cnact bctlanced budg,er p]an that we can all be proud Of. -
Thank you for your consideration.

§inccrcly; ‘
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Credible D’eﬁcit Reductioo

We remain concemed that Lhe budgel agreement wou[d postponcs the overwhelmmg maxomy of the -
deficit reduction until the final years of the plan and allows the deficit to remain at unacceptably high .
levels for the next three years. The final reconciliation legislation we enact this year should put the.
deficit on an immediate glidepath to balance by’ 2002." Just.as importantly, the policies we enact should
move us toward a unified budget surplus that a!low; us to ulumately balance the budget wuhout relying:

~ on trust fund surpluses, instead of policies that may cause the deficit to increase after 2002.. A though .

. the parameters of the budget agreement and the scope of the confcrence limit the ab1hty to smprovc the
deficit ghdepath in the budget \here are several stcps that we urge you tako :
. Manmlze savxngs in’ conference. [n programs such as: Mcdxcare where thc House and Senate have

approved different methods of achieving the savings target:, the conferees should cor mbme the =
proposals from both b1lls whcrever possxble to achieve the rnaxzmum amount of savmgs

«  No.backloaded tax cuts Tax proposals vmh costs that: rnushroom in thc next century, such as
mdexatlon of capltal gazns and backloaded [RAs should not bé mc!uded in the conference report

.. Steady growth of tax Luts 'I'he tax blll should be structurcd to ensure that xhe sxze of the tax’ Cut
' does not grow substa.nually fa.stcr than the growth of the economy '

-
P

Budget Enforcemen"t

'Passagc of a rcconcxhanon b111 that is projected to balancc the budget by 2002 docs not guarantec that
~the budget will actually be balanced in 2002. .Inclusion of comprehcnswe budget enforcement

prov1s1ons applied to all portions of the budget is critical to ensuring that this budget agreement meets its - s

- promise of balancing the budgct by 2002 The Blpamsan Balanced Budget Enforcement Act hdS >everal
- key features : : : :

t

¢ Budget targets Estabhshcs budget targets foreach year f.rom 1998 through 2002 based on the

- projected deficit, spending and revenue levels in the budget, agreement. The President’s budget and

Congressional budget | rcsolu‘uons must meet the targets in caoh year unless Congress cXphcxtly :
votes to change the targets - : . :

e Increased accountablhty Requures Congress and the Pres1dent to take corrective 3Lt10n lf the
) deﬁcn increases because Spendmg grows taster than c\:pected or rwenues are lower than pro Jectcd

. Enforcing spendmg and revenue levels E stabhshes an enforcement mcchamsm that would be
- triggered if Congress and the President fail to take action. The enforccment mechanism would be-
targeted to the portion of the budget that causes a problem. Spendmg programs that grow faster - -
than this budget assumes would be sequestered; the phase-in of tax c,uts would be delayed it
revenues are lowcr than assumed under this budget. =~ . :

s - Lxmltanon on emergency spendmg. Restncts the abxhty of Congress and the Pre51derxt to evade
budget rules by hmmng the use of thc cxcepnon for emcrgency spendmg ’ o
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Targeting tax cuts to produotive inveStments', small busin'eSSeS and farmers :

The tax bill should. be structured 1o encourage investment in activities Lbat prornotc economic growth
and jobs wuhout causing the budget to become unbalanced after 200’) S pecxﬁcally, we suppon

i

. Immedlate estate tax relief. The exemption for ulosely he!d busmez,ses should be 1mmed1ately

increased to'$1 million, and the unified exemption should be increased-to $1.2. ‘million by 2004.

» - Capital gains reduction for long-term investments. The ¢apital gains tax reduction should
reward long-term investments that create jobs and- economlc growth through a shdmg -scale
cxclusxon based on the amount of time the asset was held. ' ‘

Sustainable Medicare and Mediéaﬁd policies .

We were pleased that the budget agreement contained significant savings in Medicare and Medicaid.
Controlling the growth of spending on health care entitlements is essential to putting the federal budget
on a sound footing. However, more 1mportam than the savings numbers are the policies developed to
achieve these programs. We encourage you to support policies that reduce the long-term growth of
these programs whlle protecting the availability and quality of care, pamcularly in rurdl areas.

. Provnder Sponsored Organizations. Allowing health care prowdcrs to form Provzder Sponsored
Organizations is extremely important, particularly given the magnitude of reimbursement reductions
that hospxtals and other providers must absorb under the budget agreement. It is important that the -
PSO provisions address the special needs of rural providers. We support federal certification for
Provider Sponsored Organizations with a federal ceiling for solvency standards. PSOs applying for
federal waivers to participate in the Medicare program should only be required to comply with
federal requirements. We generally support the overall definition of PSO in the House bill, but

 believe that the provisions in the Senate bill allowing PSOs to qualify on the basis of “substantml
shared financial risk” is critical for rural providers. :

. Equity in managed car.e*payments The dlSparltiy in paymcnts for risk contractors in rural and

underserved areas must be addressed in order to ensure that seniors in rural areas can benefit from
expanded chdice in the Médicare program. - We support the immediate establishment of a payment
floor sufficient to attract managed care plans and the rapid 1mp!ementat1on of a blended nanonal

area rate to achieve a 50/50 blend by 2002. : :

. Medicare education carve-out We support a permanent and rehable ﬁmdmg source for teaching
* hospitals. This can best be accomplished through the creation of a GME and teaching hospital trust
fund within the Medicare program funded by removing medical education and DSH adjustments

from the AAPCC as the Senate and House Commerce Comrmttee bills would do.

. Med:care Commnsswn We believe any Medicare retorrns enacted this year be accompanied by
the 4 process to monitor the iinpact of the reforms enacted on the Medicare program and the health
care system and to make recommendauons rega.rdmg addmonal reforms'to. further strengthen and

: preserve the Medicare program »
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Allocatmn of payments for Disproportionate Share Hosmtais We are concemed about the
allocation.of DSH savings among States. Reforms of the DSH program should address past abuses
of the program, but should not penalize states that have [eg1t1matcly accessed DSH funds consistent
with the purpose of the program. We encourage you to work to reduce DSH fundmg in a manner
that dlstnbutes the cuts more evenly among the states.

Targctmg of DSH' payments to hospitals. Given the reduction in federal DSH spendmg, it is
extremely important that the remaining DSH funds be targeted to institutions that serve the highest
proportion of Medicaid and low-income populatlons and are therefore in greatest need of assistance. -
As you know, many rural hospitals fall into this category. DSH savings should be linked t0 a
federal standard targeting the remaining funds 1o needy- hospitals. In addition, . DSH payments
should be made dlrecﬂy to hospnal:. and should not be linked to managed care contracts. |

' Medncatd payments to hospxtals and nursmg homes We believe that the repeal of lhe Boren =

amendment must be accompanied by safeguards to protect hOspuals and nursing homes from
dramatic reductions in Medicaid reimbursements. We strongly support the House language
establishing a payment floor for payments to hospitals and nursing homes tor 18 months. We also

_support the Senate Izmguage requmng a pubhc process in Medlcatd rate-semng

Effectxve use of funds for new mmatwes

Many of us have reservations about providing increased funding for new programs as part of a plan 1o
balance the budget, but we recognize that the new initiatives are an important part of this agreement.
Given our limited financial resources, it is extremely important that the new funds be used in the most

 efficient manner possible. All new programs, or’increased funds for existing programs, should contain -

safeguards to ensure that the funds are used for the purposes intended by the agreement and dxrected to

programs and activities t.hat most effectively accomplish the goals of the agreement.

Distribution of welfare to work funds through competitive grants. A substantial amount of the
welfare to work funds should be distributed through competitive grants to reward innovative
programs at the local level that move welfare recipients into pnvate sector employment

Perfcrmance bonus for successful Welfare to work progrnms. A 51gn1txc.ant portion of the
welfare to work funds should be reserved for bonus payments to reward states who demonstrate
success in using welfare to work funds to move hard-to-serve welfare recipients into private sector
employment. Performance bonus.payments should reward performance directly attributable to

- welfare to work funds and should take into account the economic conditions in the state.

Effective work program for food stamp recipients. The provisions providing additional funding
for food stamp employment and training programs should be structured to encourage states to create

 the maximum number of effective work slots for food stamp recipients subject to work-

requirements, with a goal of creating 300,000 work slots over the next five years.: In addition; the
program should establish incentives that reward states the create slots that successfully move
unemployment food stamp recipients into prwate sector cmployment :
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+  Standards for Medicaid Managed Care There should be strong financial and quality standards for
- Medicaid managed care programs. In general, we support the Medicaid managcd care quality
standards in the Senate bill, whxch are very similar to the quahty standards that were included in the
Coalition budget. : :

. Efﬁcient use of funds for children’s health programs. States should be required to use the
_ increased funding to provide health insurance to low-income, uninsured children. In addition, there
must be strong safeguards to ensure that increased federal funds for children’s health are not used to
supplant current state spending or shifted to other programs. The children’s health care bill
~ developed by the Democratic Caucus Task Force on Children’ s Health, which was co- -chaired by
Rep. Marion Berry, accomplishes all of these goals.
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DEPARTMENT OF THE TREASURY
' WASHINGTON, D.C. 20220

July 16, 1997

Memorandum to: | .Chns Jennings

From:

Re:

Deputy Assistant to the Pre51dent for Health Pohcy ‘

‘Jonathan Gruber tg C)’

Deputy Assistant Secretary of the Treasury (Economlc Pohcy)

Incqme Dynamics and Part B Premium Payments

As you know, the Senate proposal for administering the income-related Part B premium would
have HCFA use IRS data to determine payment amounts. Individuals would be bllled accordmg
to the income on their latest available tax return.

A key limitation of this approach is that tax returns are available only with a substantial lag, so
that HCFA would use tax data that was three years old in determining premium payments. With
the assistance of the Office of Tax Policy here at Treasury, we have computed the implications

- for income related Part B payments of using three year old tax data Our findings are stnkmg

We estimate that twenty-two percent of households billed based on three year old tax ¢
data would in fact owe no income related premiums based on today’s income. Many
individuals in the over-65 population have declining incomes, particularly upon

retirement or death of a spouse. These individuals would be mapproprlately billed by a
system using prewous tax data. ‘

-- Although Part B enrollees are given an opportunity, under the legislation, to
provide a revised estimate of income to HCFA, it is likely that many will fail to do

so. Furthermore the process of entenng and venfymg revised data is likely to lead

‘to ‘additional errors.

Moreover, of those receiving bills; roughly one-half will be overbilled. One-half of

~ this group will be overbilled by $500 or more.

- We also estimate that four percent of households not billed based on three year old

tax data would in fact owe income related premiums based on today’s income. Since
the proposal calls for only billing those who are determined to owe premiums based on
previous tax data, we would not send bills to this population whose income is increasing,
and therefore should owe some income-related premium.

We find that total mis-payments of premiums would amount to over $1.3 billion
dollars. This is comprised of approximately $650 mzlhon in underpayments, and $700
million in overpayments :

— T

I



-- This is a very sizeable amount: these mis-payments amount to roughly one-
third of the total five year revenues that CBO estimates we could raise
- through HCFA-administered Part B premiuins.

" --The fact that overpayments and underpayments are roughly equal in no way
implies that these are “harmless” errors: the underpayments are likely to be .
substantlally unmet, while the overpayments are likely to lead to sizeable
complamts among the b1lled populanon
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PROGRESS ON HEALTH ISSUES IN CONFERENCE

MEDICARE

. Prellmlnary staff dlscussmns but focused on Medlcard in antrcrpatlon of
- Governors’' meetings on Tuesday.

. Appears that most issues will be resolved at the Members’ level.
MEDICAID
. Staff discussions are mostly over. Draft bill including resolved iesues"wi.II

probably be ready for Tuesday’s governors’l meeting.
. MEMBERS’ ISSUES:

BT Premlum assrstance for low-income Medlcare benefrcrarles (Budget
Agreement)

- DC, Terrrtorres (Budget Agreement)
- | Coverage of certain disabled ch,rld‘ren (Budget Agreement):_
- ' D_isprop,ertionate Share Hos"p:ital aIIotment [work_ing grOup eStain'shed]
- Colst-based reimbursement for certain clinics (FQHCs, RHCs) a
- Return to work demonstration -
- C}O\‘Ierage of certain peo‘pAIe with breast cancer |

. State-specific provisions (Alaska matching rate, New York provider tax
exemption, Arizona demonstration expansion)

. SELECTED RESOLVED ISSlUE.S ,
- Cost sharing for optional coyerageinéluded (with some protectidns) .
- - Medicaid payment for Me'dicare dual eligibles inctuded (\‘/vvith ‘protectionls),
- Privatization ‘/ Texas TIES inctuded, L.

CHILDREN’S HEALTH |

. Preliminary staff discussions eceurred but few issuee re}solved.._v

July 13,1997
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| |
Consortium for | Mt Cones 2858002
Citizens with Kathy McGinley 202-785-338
Disabilities
July 10, 1997
Dear President Clinton:

The undersigned are co-chairs of the Comorumn for Citizens with Disabilities (CCD) Health Task
'Force, which represent over 50 national disability organizations. The issues raised in this letter represent the
concerns of millions of children and aduits with physical and mental disabilities and their families. We urge
you to very carefully consider the impact of various provisions of the balanced budget act on programs of
critical importance to children and adults with disabilities. In your work with House and Senate Conferees,

~ we strongly urge you to take the following actions.

Medicaid
Issue ____House Bilt Senate Bill | CCD Recommendation
Medicaid Managed - Includes | Inchudes Retain this exemption
Care Exemption ' in final bill
for Children with '
Special Needs

s Members of both the House and Senate have recognized that children with special needs have numerous
health and long term support needs. Because of these needs and because of the inexperience of managed
care organizations (MCOs) in dealing with this population, both chambers have agreed to exempt these

: children from mandated Medicaid Managed care. This is a critically important protection for these
children which should be maintained in the final bill.

Issue House Bill Senate Bill CCD Recommendation
Medicaid Managed ~ Does not Include Inchudes study - Recede to Senate
Care Guidelines for and guideline ‘
Individuals with requirements
- Special Health Care added by Sen.
Needs Grassley

o The CCD Health Task Force supports the exe'mption‘ from mandatory Medicaid managed care of adults
with disabilities. Although neither the House nor Senate bills exempt adults with special heaith care needs
from mandatory Medicaid managed care as they do.children, with the Grassley amendment the Senate bill ,



~ for using non-pammpanng providers. These are particularly important protecuons for individuals with
speaalhealthwenwdsandsimﬂdberetmned in the final bill

ssue House Bill __Senate Bill CCD Recommendation

Guarantee of Includes “state Doesnotinclude.  Include budget agreement -
Continuing option” language.  Leadership assumes - language which would
Medicaid - Doesnotinclude caveragein “child  guarantee continued
Coverage for a guarantee of health block grent; ~ Medicaid coverage for
Children who coverage. but there is no these children.
Lose SSI ' . guarantee
Issue . House Bil Senate Hill CCD Recommendanion

Improvements Does not Include Includes ‘ Recede to Senate

to Defanlt

Emrollment

Provisions

e A major problem faced by Medicaid beneficiaries enrolling in managed care is related to enrollment.
Choice of plans is intended to provide consumers with the opportunity to select the most appropriate
plan. However, in many cases, beneficiaries have been fraudently enrolled in plans; given msufficient time
and information to make an informed decision; and default enrollment processes have not taken into
consideration issues such as the need for specialists or the need to keep all family members enrolled in one
MCO. The Senate improvements to theMe&cazdmmgedwedefaukenmﬂnwnzprmonstbe
retained in the final bill. ‘

I House Bi Senate Bill QCDMQQ
Improvements Includes detailed Includes vague Recede to House
to Grievance grievance procedure  provision,
Procedures requirements.

e Grievance procedures that ensble consumers to file complaints and resolve problems when they are faced
with substandard care or the denial of heaith care services are essential to holding MCOs accountable.
Too frequently, MCOs have developed internal grievance processes that do not work for beneficiaries
and allow plans to delay the prompt resolution of grievances. The CCD believes that the House
provisions related 10 grievance procedures are necessary in order to ensure a “meaningfial and expedited”
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procedure with notice and hearing requirments. The 30 day time fimit for the resohstion of complaints in
the House bill is an essential consumer protection. TheHousepmmonss}mmdbcnmmmnedmme
final bill &

Issue House Bill Senate Bill CCD Recommendation

Cost-Shaning - Does not Include Inchudes Recede to the House
Requirements o

for “Optionally

Eligible™ People

¢ The CCD is deeply concerned by the effort to repeal existing cost-sharing protections in the Medicaid

. program. The Senate bill would allow premiums, co-payments, and deductibles of up to three percent of
an individual’s income for consumers who are optionally-eligible for Medicaid. Currently, many children
and aduits with disabilities, who are receiving a broad range of Medicaid services and supports, are
optionally-eligible. This includes children covered by the Katie Beckett waiver, children under certain
adoption agreements, and hospice beneficiaries. For people with low incomes, a cost sharing requirement
because an major disincentive to accessing needed preventive and health care services. TheSenaIem
sharing requirments should not be inchuded in the final bill

Children’s Health

Issue House bill Senate bill CCD Recommendation
Funding Level $16 bilion © $24billion Recedeto Scmte
for Children’s :

Health Program

lswe  House Bill Senate Bill CCD Recommendation

* Guarantes  Does not Guarantee  Guarantees that Recede to Senate

of Coverage health care coverage. fiinds will be

for Children - Structure would spent on health
‘ allow funds to be care coverage. .

spent on o
non-health items. -

Issue House Bill __Senate Bill CCD Recommendation
Decreases CBO estimates .  CBO estimates Recede to Senate
Number of only 580,000 up to 2 million
Uninsured new children new children

Children would be covered.  would be covered.
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Issue use Bill Senate Bill CCD Recommendation :
Ensure Access Not included " Includes standard Recede to Senate
to Specific : - Blue Cross/Blue
Benefit Package ) Shield package plus
vision and hearing.

While both the House and Senate bills include children’s health provisions, the Senate version would

cover more children; would ensure that dollars are spent on children’s health and not on other state
priorities; and would provide access to a standard benefits package. While this package sill is deficient in
regards to the needs of children with disabilities, it is better than the House bill which has no minimum
benefits requirements. There are critical differences between the House and Senate proposals that will
have a major impact not only in the number of uninsured children served but in the types services that

~ they receive. TheSena!:epmwsxenssbouldbeuwludedmtheﬁnaIb:ﬁ

Medicare
Issue _Housebill - . Seggte bilt CCD Recommendation |
Medical Savings  Includesa 00,000 Limits demonstration  Recede 1o Senate
Accounts person demonstration . to 100,000 people. - :

_ program. Caps meximum  Caps deductible at
deductible at $6,000 and $2,250 and caps
caps out-of-pocket . out-of-pocket
expenses at $6,000. expenses at $3,000.

‘Medical Savings Accounts are particularly problematic for individuals with high heslth care costs, such

as many individuals with disabilities and chronic health care conditions. The CCD strongly opposes
Medical Savings Accounts for this and many other reasons. Since the Congress has decided to pursue a
demonstration of MSAs in Medicare, we believe that the scope of the demonstration rmust be as narrow
as possible. We also believe that beneficiaries need reasonable protections from deductibles and out-of-
pocketexpensesthatwouid plawauwuppammm&w&msmmmjeopardy The Senate
provisions should bemch:dedmtheﬁnal bil.

 Issue House Bill __ SenateBill CCD Recommendation

Medigap Does not Include Includes Recede to Senate
Portability « ‘ o
for People

with Disabilities

Access to Medigap policies has historically been an imprint supplemental insurance option available to
elderly Medicare beneficiaries to protect them from unreasonable out-of-pocket expenses. People with
disabilities in Medicare who are under age 65 need to access a broad range and large number of services.
This need makes access to this type of insurance option particularly important to these individuals. It is

“also important to note, that the cost of treating the under 65 Medicare population is in line with the cost
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for treating We who are elderly. Therefore, Congress should eliminate this discriminatory practice
against non-elderiy people in Medicare. The Senate provisions should be included in the final bill,

MEWAs
Issue _Housebill Senmebill ____CCD Recommendstion
Multiple Employer ~ Includes Does not Include Recede to Senate
Welfare ‘
Arrangememts

o MEWAS are strongly opposed by the CCD. These arrangements, which would allow small employers
and associations to pool together to buy health msurance are not in the best interest of consumers,
especially consumers with disabilities. The plans developed under' these provisions would be exempt
from state insurance mandates and protections — most of which are much stronger than what is available
at the federal level. These plans would be placed on the same level as current ERISA covered plans
which have proved extremely problematic for individuals with disabilities and their families. These
amngememsshouldmtbemcludedmtheﬁnalbﬂ

We strongly urge you to consider these recommendations. If you have any questions, p!msecom
one of the co-chairs listed at the top of this document.

Sincerely, :

Kathy Mchley 7 C Jé'!Crowley /ﬁ

The Arc . Nanonal Association of People with AIDS
Bob Griss ' Peter Thomas |

Center on Disability and Health Brain Injury Association
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, Q.C. 20803

THE DIRECTOR ' m&&c@ GQ) 6‘(’6

July 2, 1997

The Honorable John R. Kasich
Chairman

Committee on the Budget-
U.S. House of Representatives
Washington, D.C. 20515

Dear Mr. Chairman;

" As the Conferees begin to consider this year’s budget reconciliation bill, I am writing to

_ transmit the Administration’s views.on the House and Senate versions of the spending bill on

reconciliation, HR. 2015. The Administration will sepamtely transmit its views on the tax
provisions. » :

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

On the pages that follow, we have outlined noteworthy provisions of the Houée and

 Senate bills with which we agree, others that we beheve wolate the budget agreement, and still

others about which we have concems.

. We expect and-will insist that the final budget legislation conform to the budget
agreement. In addition, we look forward to working with you to craft a final conference report
that is free of objectionable provisions, resolves the other major pohcy differences between us,

and balances the budget by 2002 in a way that we can all be proud of. We hope to meet that goal
,before the August recess. : A >

£ L
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We look forward to working with you. -
.\ , ‘
Sincerely,

Franklin D, Raines
Director

Enclosure

cc: Senate Conferees _ ,
House Committee Chairmen and Ranking Members

Identical letter sent to Honorable Pete V. Domenici,
Honorable John M. Spratt Jr., and Honorable Frank R. Lautenberg
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THE ADMINISTRATION’S DETAILED VIEWS:

THE HOUSE AND SENATE RECONCILIATION BILLS ON SPENDING

- :
Medicare

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

We are pleased that the Senate has included provisions in its bill to require managed care
and fee-for-service demonstrations of Medicare reimbursement to the Departments of Defense
(DOD) and Veterans Affairs — a concept known as Medicare subvention. We are encouraged
that these provisions are similar to our own Medicare subvention legislation, which we
transmitted 1o Congress on February 7, 1997. We look forward to working with the Conferees to -
develop a bill that addresses Administration concerns about the fee-for-service and paymcnt rate
components of the DOD demonstration. ,

o Notwithstanding these achievements, both the House Ways and Means and Senate bills
- contain a provision that we believe is inconsistent with the budget agreement. During our -

negotiations over the agreement, we discussed at great length the reallocation of home health

” expenditures to Medicare Part B. All sides clearly understood that the reallocation would be
immediate. Both bills, however, phase in the reallocation, which costs two years of solvency in
the Part A trust fund — two years that we can ill afford to lose. We urge the Conferees 1o

 incorporate the provisions in the House Commerce Committee title of the House bill, reallocating

home hea]th spending oonsxstent thh the budget agreement.

The Administration has significant concerns wrth other provisions of the two bills,
~ concerns that we urge the Conferees to address. - ‘
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Beneficiary Contributions to 3 Balanced Budget. We worked very hard during the budget
negotiations to set a beneficiary contribution to a balanced budget that was fair and equitable --
applying the Part B premium, over several years, to the home health reallocation and maintaining
the Part B premium equal to 25 percent of program costs. . Other provisions of the Senate bill,
however, would go beyond the budget agreement and introduce new, inadequately developed
proposals :

. Razszng the Medicare Eligibility Age. The Senate bill raises the ehg;bmty age for
Medicare from 65 to 67 over a period of years. Raising the eligibility age is not necessary to
balance the budget, and consideration of this policy should be part of a bipartisan process to

“address the long-term financing challenges facing Medicare. Moreover, early retirees between

65 and 67 may not be able to obtain affordable insurance in the private market. The
Administration is concerned about the potential loss of coverage for any American, and we
urge the Conferees to drop the provision as part of this bill.

. Imposing Home Health Copayments. The Senate bill would impose a Part B home

health copayment of $5 per visit, capped at an amournit equal to the annual hospital deductible.

Most home health users who lack Medigap or Medicaid protections are poor and will face
financial burdens that may result in reduced access to needed care. Those beneficiaries who
have Medigap or Medicaid will have no real incentive to reduce utilization. We do not need
to impose a home health copay to balance the budget; and any further consideration of this
policy should be part of a bipartisan process to address the long-term financing challenges
facing Medicare. We urge the Conferees to drop this prov:sxou as part of this bill.

- Income-relatzng the Part B Premium. The Senate bill would income-relate the
Medicare Part B premium. While we do not oppose income-relating Medicare in principle,
we have a number of concerns about this proposal. First, we do not need income-related
beneficiary contributions to Medicare to balance the budget. Second, we have serious
concerns about how-an income-related premium will be administered. Administration by the
Department of Health and Human Services (HHS), which has no access to individual -
beneficiary income data, would be impractical and very expensive, and we have previously
said that only the Treasury Department could administer such a policy in the short Tun.
Moreover, the administering agency would require substantial additional resources to
undertake this new responsibility. Finally, we believe that this provision, which completely
eliminates any Part B premium subsidy for the highest-income beneficiaries, could lead these
beneficiaries to drop Medicare coverage, thus leaving poorer, typically less healthy,
beneficiaries in the Medicare risk pool and thereby increasing their premiums. While we have
serious concerns about this proposal as drafted, we remain interested in discussing it, or
proposals like it, in the broader context of reforms to addras the long-term financing and
;structural chaIIenges facmg the program

WL
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Threat to Beneficiary Protections. The Administration strongly supports the
introduction of new options for Medicare beneficiaries in both the fee~for-service and
managed care sectors. We also believe, however, that any new options must both provide
value beyond that offered by the traditional Medicare program and include beneficiary
protections. The Senate bill includes several prowsnons that vmlate these pnnmples, and we
urge the Conferees to drop them.

The first provision allows beneficiaries to choose a so-called “private fee-for-service” °

option under the Medicare Choice program. We are concerned that private fee-for-service -
plans in Medicare Choice represent bad policy, particularly given the fact that these plans will

 be subject to no balance billing or quality protections. We are also concerned that this option

will attract primarily healthy and wealthy beneficiaries and leave sicker and poorer
beneficiaries in the more expensive, traditional Medicare program. In addition, it could
disproportionately attract rural beneficiaries if the few providers in their area choose to leave
traditional Medicare and form private fee-for-service plans.

The second provision would allow physicians'to obtain private contracts from

beneficiaries whereby the beneficiary would agree to pay whatever the physician charged (i.e.,

waive balance billing limits) and agree not to submit a bill to or collect anything from
Medicare. The beneficiary would be totally responsible for out-of-pocket expenses for the
physician’s entire bill, even though the service would be covered by Medicare if the bill were
submitted to Medicare. As a result, we are concerned that private agreements could become
licenses for physicians to coerce beneficiaries, exposing beneficiaries to unlimited liability and
making ‘r‘neanjngless the Medicare coverage they have paid for.

The third prowmon would allow Durable Medlcal Equipment (DME) suppliers to bill
Medicare beneficiaries for amounts beyond cost—sharmg for “upgraded” DME items, while
still accepting assignment. Beneficiaries already have the option of choosing upgraded DME
under current law. We are concerned that this new option undermines limits on beneﬁcxanes
out-of-pocket payments and, as a result, could pemut supphers to take advantage of
beneficianies.

M@W_ﬁ We believe that any demonstranon of this concept should
be limited in order to minimize potential damage and costs to Medicare. We commend the

~ Senate for limiting the demonstration to 100,000 participants, but we believe a successful

demonstration could' be structured with fewer participants. In any case, we want this
demonstration to be as small as possible. We also commend the Senate for limiting
cost-sharing and deductibles to amounts enacted under the Health Insurance Portability and -

-Accountability Act (HJPAA) But, iwe still prefer a geographically-limited demonstration that
" applies current law limits on balance billing to protacvbmeﬁaanes from additional provider
- charges. We urge thc Conferees to limit this demonstration numerically (within the numbers

outlined above) and geographxcally for a trial period (two States for three years), enabling us
to design the demonstration to answer key policy questions.

.

- -






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

Medigap. The President’s budget advanced a number of important Medigap reforms,
including annual open enrollment, community rating, initial open enrollment for disabled and
kidney dialysis beneficiaries, and various portability provisions. We are disappointed that
neither the House or Senate adopted certain of these reforms. The Senate bill took the largest
strides toward these important reforms, providing for an initial open enrollment period for
disabled beneficiaries and a trial period for managed care enrollees. We urge the Conferees to
adopt at least the Senate provisions, and to fully consxder the President’s suggested additional
reforms. Y

. . | Qi—s ey - WE pene
Medical Malpractice. Tt “sions that are
extraneous to the budget agreerr C rarl AN T_g u‘\r'é) wzvde it clear that
we find these provisions objectic w
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Tovi nsored Org : ,Iistheir

inclusion of provider sponsored fv«{ ?;, o o i S}\f Ve are

concerned, however, about the 1 :nts and aspects
of the PSO definition, and we lo ({' ro—~fh these issues.
Managed Care Payments J)M sraphic variation
in payments to manziged care pls W M ;W @ ation bill. We
prefer the House proposal, whic o u\ud— nts and
- maintains the link to fee~for-ser Mfmu\i ‘ M iverse selection.

Various payment provisions in tie oeuaie uw, suus uL wiswa asv wvivisuan; justifiable,
together have a significant negative impact on areas with a high managed care enrollment and
could lead to abrupt changes in additional benefits now provided to Medicare enrollees. The
Senate proposal also ties growth in managed care payments to growth in gross domestic
product (GDP). We prefer a less disruptive payment proposal and one that ties growth in
payments to growth in fee-for-service Medicare. Limiting managed care payment growth to
GDP effectively creates two growth rates for Medicare payments, leading to an erosion of the
value of the Medicare Cho1ce benefit package and exposing beneficiaries to increased
prermiums.. :

r Ri k Adjustment. The Senate bill includes immediate implementation
of an untried, “new enrollee” risk adjustment methodology that would be applied in an
inequitable manner (exempting some plans) and that would be replaced by a different revised

PHOTOCOPY
PRESERVATION
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Preventive Benefits. We are pleased that the preventive benefits in the House and
Senate bills are largely the same as those in the President’s budget. Unlike the budget,
however, the House and Senate bills do not waive all cost sharing (coinsurance and -
deductibles) for mammograms. Research shows that copayments hinder women from fully
takmg advantage of this benefit. We urge the Conferees to modify the House and Senate
~ provisions to waive all cost sharing for mammograms. .

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

Medical Malpractice. The House bill includ)es malpractice provisions that are
extraneous to the budget agreement. The Administration has consistently made it clear that
‘we find these provisions objeétionable and we urge the Conferees to délete them.

zmmmw Another step forward in both bills is thexr

inclusion of provider sponsored orgamzatlons (PSOs) as Medicare options. We are
concerned, however, about the lack of minimum private enrollment requirements and.aspects
of the PSO deﬁnitioh, and we look forward to working with the Conferees on these issues.

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

Mgngggd Care Risk Aq;gmg nt. The Senate bill includes immediate implementation
of an untried, “new-enrollee” risk adjustrnent methodology that would be applied inan
inequitable manner (exemptmg some plans) and that would be. replaced by a dxﬁ‘erent revised
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methodology two years later. We prefer to implement a managed care risk adjustment
methodology once — and sooner. Therefore, we support the House provisions on risk
adjustment, modified to authorize the collection of hospital discharge data immediately and to
authorize implementation of the risk adjustment methodology in 2000.

Medica , arve-out. The President’s 1998
budget proposed to move medical education (md1rect and d:rect) and DSH adjustments out of
managed care payment rates and redirect them to eligible hospitals that provide services to
Medicare managed care enrollees. This important proposal would ensure that the Nation’s
teaching hospitals and those that serve low-income populations receive the Medicare
payments to which they are entitled. The Senate and the House Commerce Committee
adopted these provisions, and we urge the Conferees to adopt them as well.

. Managed Car re Enrollment. We urge adoptxon of the Senate provisions with regard to
open enrollment. The House bill permits beneficiaries to be locked into a MedicarePlus plan

for as long as nine months, after a lengthy transition period. We continue to support the
monthly disenrollment option as an important safety valve for managed care enroliees who are
dxssaﬁsﬁed with their managed care plan.

Managed Care Quality. Both the House and: Senate bills go far to ensure quality in
Medicare managed care. The House bill, however, has an objectionable provision allowing
external quality review requirements to be met through accreditation. The House bill also
contains a similar pr'ovision in its Medicaid title. We prefer maintaining a true requirement for
external quality review to protect beneficiaries in thts rapidly changng marketplace, as the
Senate bill provides. :

y MMmm Both the Senate and House bills would estabhsh a Medicare
commission. We believe strongly that a mutually agreeable, bipartisan process is essential to-
successfully address the long-term financing challenges facing Medicare. We look forward to
working with you to develop the best possible bipartisan process to address those challenges
while simultaneously ensuring the sound restmctunng of Medma:e to connnue to provide
high-quality care for our Nation’s senior citizens. =

Office of Competition. The Senate bill would create an Ofﬁce of Competition within
HHS to administer competitive pricing demonstrations. We believe this provision would
create unnecessary duplication of staff and resources within HHS and become a potential
source of confusion for Medicare beneficiaries and plans. We are also concerned about
~ certain aspects of the competitive pricing demonstration, and we look forward to working
with the Conferees to ensure that the demonstratlon authonty would lead to valid and
~ verifiable results o ‘
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Hospital Payment Svstems. We have several concerns with various House and Senate
provisions relating to hospital payments, including: the Senate provision to move the hospital
update to a calendar year basis while leaving all other changes to PPS payments on a fiscal
year basis, thus requiring two separate payment rules; the Senate provision on hospital
transfers, which does not include home health agencies and which we believe creates a strong,
unjustified payment: bias to use home health services for post acute care; and the Senate
provision to provide large bonus payments for certain PPS-exempt facilities, which could lead
to a significant redistribution of funds among PPS exempt facﬁmes )

Mﬂm@mmmﬁlmmﬁamg&m&m We look forward to workmg

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

Medicare Seécondary Paver (MSP). Both the House and Senate bills limit the time

period for MSP recovery to three years after the date of service. We urge the Conferees to
adopt a five-year time limit, consistent with the President’s proposal. The IRS/SSA data
match does not provide information in a timely enough manner to be able to recover

~ overpayments within a three-year window. We also urge the Conferees to adopt our insurer
reporting prc:posa]sl

3

Immmiaw We are concerned about how the ﬁJlI scope of the House and
Senate provisions would affect HHS’ administrative abilities and Tesources necessary to
nnplement them. We urge the Conferees to consider changes in the effective dates of the
provisions so they are consistent with the funding levels that the budget agreement prowded
to the Health Care Finanmng Administration (HCFA)

Medicaid

We commend the House and Senate for reporting bills that conform to many of the
Medicaid reform prmmplm of the budget agreement. Both achieve savings through lower
disproportionate share hospital payments (DSH) and greater State flexibility. Both bills give
States more flexibility to manage their Medicaid programs by repealing the Boren amendment,

. allowing managed care without Federal waivers, and eliminating unnecessary administrative
requirements. We also commend the Senate for mcludmg managed care quality standards that
are consistent with the President’s consumer protecuon ﬁmnework ‘

Nevertheless the House a.nd Senate b:lls contznn provisions that are mconsxstent thh |
the budget agreement.
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First, the budget agreement includes a provision to restore Medicaid for current
disabled children losing Supplemental Security Income (SSI) because of the new, more strict
definition of childhood eligibility. The Senate bill does not include this proposal. The House
bill allows, but does not require, States to provide Medicaid benefits for about 30,000 children
who could lose their health care coverage in fiscal 1998. We strongly urge the Conferees to -
conform to the budget agreement by including the provision from the President’s budget that
~ would guarantee coverage to these chﬂdren, and a]locate the necessaxy funds for this purpose.

Second, the budget agreemcnt includes a 70 percent Federal matchmg payment for
Medicaid in the District of Columbia. We are pl&sed that the Senate bill includes a higher
matching payment, but we are concemned that it is not sufficient; it sunsets at the end of fiscal
2000 and is 10 percentage points lower than the 70 percent that the budget agreement called
for. A 60 percent matching rate would still leave the District paying a higher share of its
Medicaid program than any other local government. We urge the Conferees to include the
provision from the agreemcnt

The budget agreement a.lso includes adjustments for the Medlcaxd programs in Puerto
Rico and the territories. We are pleased that the Senate includes adjustments for those
programs, but we would prefer that the Conferees include the language in the President’s
1998 budget.

The Adrmmstratxon has significant concerns- thh other House and Senate provxsnous
that we urge the Conferees to address. :

ance ; e Me e Beneficiaries. The Senate bill includes $1.5
bﬂhon in premmm assxstance for low-mcome beneﬁcxanes through a Medicare block grant to
. States. The House provides $1.5 billion to expand ehg;hlhty to Medicaid but does so, in part, -
through an administratively complex formula subsidizing only a portion of the Part B
premium. We prefer a simpler approach that would finance the cost of the full Part B
- premium through Medxcaxd In addition, we object to the Senate provision that sunsets this
ass;stance in 2002; low-mcome senior citizens will still need this assistance after that date.

__ngg_d_Q_QsL_&ha@g The Senate bxll would allow States to require limited cost .
sharing for optional benefits. We are pleased that a Senate amendment would bar States from
imposing cost sharing on children under 18 in farmhes with incomes below 150 percent of
poverty. But, we are still concerned that the bill may compromise beneficiary access to
quahry care. Low-income elderly and disabled Medxcaxd beneficiaries may forgo needed

services if they cannot afford the copayments.

W&Shmﬂsmmwm We have concerns about the

- House and Senate allocations and levels of DSH payment reductions among States. As.in the
DSH policy of the 1993 budget reconciliation bill, this year’s policy should address past
abuses without caus:fmg undue hardship on any State. We are seriously concerned, bowever,»
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that the House and Senate bills may have umntended distnbutional effects among States. We
urge the Conferees to adopt the President’s 1998 budget proposal, which takes an equal
percentage off of States’ total DSH spending up to an “upper hmxt,” ensuring that States with
the highest DSH spendmg do not bear most of thei xmpact

EWMM&M@@QLMM The House bill does not

retarget DSH funds. The Senate bill would require States to develop DSH targeting plans,
but it does not include a Federal DSH targeting standard. As we have said previously, we
believe that significant DSH savings should be linked to a Federal standard for targeting the
remaining DSH funds to needy hospitals. Without such standards, providers with
high-volume Medicaid and low-income utilization may not be sufficiently protected from DSH
redumons

In addition, the House bill would require States to make DSH payments directly to
qualifying hospitals, and would not allow States to make DSH payments through capxtanon
payments to managed care organizations. The Senate bill does not include this provzswn We
urge the Conferees to adopt the House provision, ensuring that all eligible hospitals receive a
Federal DSH paymmt regardless of their contract, or lack of a contract, wzth a particular
HMO. \

§1115 Extensions and Provider Tax Waiver, "The' House and Senate bills would
“extend expiring §1115 Medicaid waivers. The Senate would deem approved §1115 waivers
without regard to whether they will increase spending. In addition, the Senate bill would
deem prowder taxes as approved for one State. We have serious concemns about these
provisions and would like to work with the Conferees to address the underlying problems.

Return to Work. We are pleased that the Senate bill would allow States to allow
workers with disabilities to buy into Medicaid. But we urge the Conferees to adopt the
version of this proposal from the President’s 1998 budget, which would not limit eligibility for
this program to people whose mngs are below 250 percent of poverty. We believe that
the Senate~proposed limit would not give States enough flexibility to remove disincentives to
work for people with disabilities. ,

g;nmma,! Pgnglzlgs for Asset Divestiture. The Senate bill would amend Sec:tlon 217 of
the Health Insurance and Portability and Accountability Act 1996 (HIPAA) to provide

sanctions against those who help people to dispose of assets in order to qualify for Medicaid.
We prefer to repeal section 217 because we believe that the Medicaid laws in effect before
HIPAA are suﬁaent to protect Medlcaxd against inappropriate asset divestiture.

Mggmlmm The President’s 1998 budget included 2 major reduction in
 unnecessary administrative burdens on the States, but ensured that States collect sufficient
information to effecuvely manage their Medicaid programs. The House approach would
require States to show that their State-designed systems meet outcome-based performance
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Multlple Employer Welfare Amngements (MEWAS)

The House bill allows for Multiple Employer Welfare Arrangements (MEWAs) by
including language from H.R. 1515, the “Expansion of Portability and Health Insurance
Coverage Act of 1997, while the Senate bill includes no such provisions. We strongly
oppose including provisions from H.R. 1515 because the bill has inadequate consumer
protections and could lead to premium increases for small businesses and employees who
may bear the burden of adverse selection. H.R. 1515 would transfer the regulation of a
large health insurance market away from the States by preempting State laws under the
Employee Retirement Income Security Act (“ERISA®). This far-reaching proposal
demands much greater analysis and discussion. We also oppose the provision of the House
and Senate bills that would allow a religious fraternal benefit society plan to establish a
Medicare Choices plan; it would set a precedent for allowing association health plans (such as
those allowed under the House MEWA language) to become Medicare Choice pqu*iders.

Continued SSI and Medicaid Beneﬁts for Legal Immlgrams

We are pleased with several prowswns in the House and Senate bills. Both bills would
grandfather immigrants who were receiving SSI benefits as of August 22, 1996, as the
President indicated he would support in a June 20 letter to Budget Committee Chairman -
Kasich and Ranking Member Spratt. Both bills also extend the exemption period from five to
seven years for refugees, asylees, and those who are not deported because they would hkely
face persecution back home. ,

We are pleased that the Senate bill, which restores SSI and Medicaid eligibility for a]l

’legal immigrants who are or become disabled and who entered the U.S. prior to August 23,

1996, implements the budget agreement. The House bill, however, does not. It fails to fully
restore SSI and Medlcaxd benefits for all legal i immigrants who are or become disabled and

who entered the U.S. prior to August 23, 1996. As the President stated in his June 20 letter,
he will not sign legislation that does not include the policy, as the budget agreement calls for,
that protects disabled immigrants. Compared to the budget agreement, the House bill would

- protect 75,000 fewer unrmgmnts by 2002. We strongly urge the-Conferees to adopt the

Senate approach. -

In addition, if resources are available, we urge the Conferees to support several other
Senate provisions. The Senate bill restores Medicaid coverage for future immigrant children,
provides SSI and Medicaid to immigrants who are too disabled to satisfy the requirements
to naturalize; and provides the same exemption period for Amerasian and Cuban Haitian
immigrants as for refugees. We look forward to working with you on these matters.

M
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Additional Work Slots for Individuals Subject to the Food Stamp Time Limits

The budget agreen;ent included $1.5 billion in additional Food Stamp funding to
encourage work and give States the flexibility to exempt individuals from Food Stamp time
limits due to hardship. The agreement specifically states that existing Food Stamp
Employment and Training funds will be redirected and new capped mandatory funding added

"to create additional work slots for individuals subject to the time limits," and it provides $1
billion for this purpose,

We appreciate that the House and Senate bills would implement the 15 percent
hardship exemption, consistent with the agreement. But, we are concerned that both bills
create significantly fewer job opportunities than the five-year target of 350,000 slots — 70,000
a year — that the negotiators discussed. We are particularly concerned about the House bill,
which would create 100,000 fewer slots than the President’s proposal and about 40,000 fewer
~ than the Senate approach over five years. The House bill also does not reflect the agreement

- because it does not target the funding to workslots for individuals facing the time limits. We
believe the final bill should follow the Senate approach in targeting funds to work slots that
meet the welfare reform law’s tough requirements for Food Stamp recipients, and establishing
performance standards to reward States that create additional work opportunities. We urge
the Conferees to follow the Senate approach, with the House maintenance of effort provision,
to make it fully consistent with the budget agreement. -

Welfaré to Work

We are pleased that the House and Senate bills would address many of our priorities
for the welfare-to-work program to some degree, including: the provision of formula grant
funds to States based on poverty and adult welfare recipients; a sub-State allocation of the
formula grants to erisure targeting on areas of greatest need; appropriate ﬂex1b1hty for
grantees to use the funds for a broad array of activities that offer the promise of permanent
placement in unsubsidized jobs; some funds awarded on a competitive basis; and a substantial
set-aside for evaluation. We look forwa:d to working with the Conferees to refine these

provisions. :

We continue to be concemed, however, about several priority issues. In some cases,
only one Chamber has adequately addressed our concerns; in others, neither has. The issues
that concern us the most are highlighted below, and we urge the Conferees to address them.

P_qulg_‘ggng The challenge of we]fare reform movmg welfare rempxents mto penmanant,
unsubsidized employment — will be greatest in large urban centers, especially those with the
highest number of adults in poverty. Recognizing this fact, the budget agreement provlded
that funds be allocated and targeted to areas with hlgh poverty and unemployment. While
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both the House and Senate bills include formulas to target funds to these areas to some
degree, of the three provisions in conference, the Ways and Means provision of the House bill
best accomplishes this goal through its division of funds between formula (50 percent) and

- competitive (50 percent) its formula grant sub-State allocation factors and method of ‘
admirnustration; and its reserving of 65 percent of competitive grants for citiés with large
poverty populations. We urge the Conferees to adopt the Ways and Means proposal.

Local Program Administration. The budget agreement provided not only that

- welfare-to-work funds be targeted to high-poverty and high unemployment areas, but that a
share of them go to cities and counties. We strongly. believe that cities and other local areas
should manage a substantial amount of all welfare-to-work fiinds. These entities can most
effectively move long-term welfare recipients into lasting unsubsidized employment that cuts
or ends dependency. Recognizing this fact, the House provisions use existing structures to
help accomplish this goal. We urge the Conferees to adopt these provisions.

M‘Admmm Both bills would require cons:stency with Federal

TANF strategies and focus resources on achieving the goal of moving long-term welfare
recipients into lasting jobs. We agree with the need for consistency and with the goal, and we

believe we can most effectively achieve it if we closely align welfare-to-work activities with

the workforce development system that the Secretary of Labor oversees. Thus, we believe

the Secretary should administer this program in consultation with the Secretaries of HHS and |

HUD, as included in txtlcs V and IX of the House bxll

Bngg_:mmﬁund We are pleased that the Senate recognized the value of a
- performance bonus concept. The Senate performance approach, however, simply augments
the existing TANF performance fund in 2003, with no link to the performance that welfare-to-
work funds achieve. We want to work with the Conferees to develop an effective mechanism
to provide needed incentives and rewards for plamng more of the hardest-to-serve in lasting
unsubsidized jobs that promote self-sufficiency. A possible approach could include requiring
the Governors to use a share of their dxscretxonmy funds to reward high-achieving welfare-to-

work programs. :

Distribution Qf Funds by Year. The House prowdes fora two-year program, with $1.5
billion in 1998 and in 1999. The Senate bill provides:for a three-year program. We want to
work with the Conferees to ensure that the final bill includes an outlay pattern consistent with
an estimate of zero outlays in fiscal 2002, as the budget agreement calls for. Congress could
modify the Senate proposal for instance, by requmng that no resources are spent after fiscal
2001.

e o —
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. Minimum Wage and Workfare

We applaud the Senate for not modifying current law with respect to applying the
minimum wage and-other worker protections for working welfare recipients under TANF. -
The minimum wage and welfare work requirement proposals in the House-passed bill were
not part of the budget agreement and, had they come up in the negotiations, we would have
strongly opposed them. We believe strongly that everyone who can work must work, and
everyone who works should earn at least the minimum wage and receive the protections of
existing employment laws — regardless of whether they are coming off welfare.

As aresult, we continue to have serious concerns that certain welfare recipients would
not enjoy the status.of employees under the House bill and, thus, would not receive worker
protecnons Althoug,h the House bill moves toward ensuring that welfare recipients in work
experience and community service receive the minimum wagsg, it fails to provide an effective
enforcement mechanism. Also, while the House bill contains some protections against ‘
discrimination and threats to health and safety, we believe that its limited grievance
procedures are inadequate to ensure welfare recipients receive the same protections as regular
employees, and regular employees receive protectioniagainst displacement. In addition, the
Administration strongly believes that we must retain the welfare law’s strict emphasis on work
and oppose provisions to permit States to count additional time spent in activities such as job
search toward the work requirements.

We urge the Conferees to adopt the Senate position on the minimum wage, which
makes no changes t0 current law, and to extend the Senate provisions on grievance
procedures and worker protections to all workxng welfare recipients under TANF.

Non—Displacement-’

While we support the Senate provlsnons that mclude worker displacement language
from HLR. 1385 (the House-passed job training refoit bill), we urge the Conferees to apply
 these enhanced non-displacement protections to all welfare recipients moving from welfare to

work, as the House' does, not just to welfare-to-work funds. In addition, we urge the
Conferees to accept the House provision that ensures that the Federal Government will not
pre-empt State non-displacement laws that provide greater worker protections than cheral
law. ;

Unemployment Insurance

We are pleased that the House and Senate have included the Unemployment Trust
Fund ceiling ad;ustmcnt and special distribution to the States that were part of the budget
agreement. . ,

14
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- The House bxll also includes the provision of the agreement that achieves $763 million

in mandatory savings over five years by authorizing z an increase in discretionary spending for
unemployment insurance “program integrity" activities of $89 million in 1998 and $467
million over five years. We urge the Conferees to adopt the House language. In addition, we
are seeking budget process prowsxons to allow for dxscz'etlonary funding for these acuwtles
and the resulting savings.

Repeal of Maintenance of Effort Requirement on State Supplementation of SSI Benefits

We are pleased that the Senate bill does not repeal the maintenance of effort
requirement on State supplementation of SSI benefits. We strongly oppose the House
provision, which would let States significantly cut, or even eliminate, benefits to nearly 2.8
million poor elderly, disabled, and blind persons. Congress instituted the maintenance of
effort requirément in the mid-1970s to prevent States from effectively transferring Federal
benefit increases from SSI recipients to State treasuries. The House proposal also could put
at risk low-income elderly and disabled individuals who could lose SSI entirely and possibly
then lose Medicaid coverage. We opposed this proposal during last year’s welfare reform
debate, and we urge the Conferees to follow the Senate approach and not repeal the State
maintenance of effort requirement for State supplementation of SSI benefits.

Spectrum
We support a number of the spectrum-related provisions in the Senate and House bills.
We believe, however, that the Senate bill is more consistent with the goals and targets in the
budget agreement, and we urge the Conferees to useiit as the basis for conference
negotiations. Spexifically, the Senate bill provides for reimbursing Federal agencies for the
costs of relocating to new spectrum bands, so that the Federal Communications Commission
(FCC) can auction, for commercial use, the spectrum that they are now using. This key
provision is essential to prevent agencies from making future multi-billion dollar requests for
additional dxscretlonary funding.

We have other significant concerns thh both bills. First, they fall over $6 billion short
of the savings targets of the budget agreement. They both fail to include two proposals that
the agreement specifies — the auction of "vanity" toll-free telephone numbers (which would
raise $0.7 billion) and the spectrum fee (which would raise $2 billion). In addition, neither bill
~ contains a firm date for terminating analog broadcasmng (as the budget agreement assumed),
which reduced the CBO's scoring of the House bill by $2.9 billion, and of the Senate bill by
$3.4 billion. Any delay in returning analog broadcast spectrum will likely impede the rapid
build-out of digital technology, delay job creation and consumer benefits, and reduce revenues
from spectrum auctions. We urge the Conferees to confonn the ﬁnal bﬂl to these provisions

of the budget agreement

4
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We also request that the Conferees delete the House language that specifies spectrum

‘bands and bandwidth for reallocation; repeals the FCC’s fee retention authority; waives the

duopoly/newspaper cross-o“mershxp rules; and accelerates payments from the universal
service fund. These provisions conflict with good telecommunications policy, and with sound
and efficient spectrum management policy.” We also urge the Conferees to amend the overly
expansive definttion of “public safety” of the bills; to delete mandated minimum bid
reqmremems and to include provisions that would authorize the FCC (1) to revoke and
reassign licenses when an entity declares bankruptcy, and (2) to use economic mechanisms
(such as user fees), other than auctions. We support Senate prov;sxons requiring the FCC to
explain its rationale if it cannot accommodate relocated users in commercial spectrum and to
consult with the Secretary of Commerce and the Attorney General on assxgnmg new spectrum
made available for public sa.fety

TANF Transfers to T-itle XX

We oppose the House provision to allow States to divert TANF funds away from
welfare-to-work efforts to other Title XX social service activities. The Senate bill includes no

- such provision. The budget agreement did not address making changes in the Title XX

" transfers provisions; and we strongly urge the Conferees to drop these provisions.

Vocational Education in TANF

We are concerned with the House and Senate provisions on vocational education in
TANF. The House bill includes two sets of provisions — one from the Ways and Means
Committee, the other from the Education and Workforce Committee — which narrow the base
of eligible recipients against which the cap on vocational education applies. The Ways and
Means Committee excluded teen parents in school from the cap, and set the cap at 30 percent
of the narrower base. The Senate bill maintains the existing base, but removes teen parents
who attend school from the 20 percent cap on vocational education. The budget agreement
did not address changes in TANF work requirementsregarding vocational education and
educational services for teen parents, and we urge the Conferees to drop these provisions.

LN

State SSI Administration Fees

- The House bill includes a provision, conﬁistent with the budget agreement, to raise the
fees that the Federal Government charges States for administering their State supplemental
SSI payments and to make the increase available, subject to appropriations, for SSA.

administrative expenses. This proposal would collect about $380 million over five years, tobe

spent upon receipt for this purpose. The Senate bill does not reflect this provision of the
budget agreement, and evidently assumes that the Appropriations Committee will implement
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the proposal. The igreement; however, anticipated revenue from this proposal over the full
five years and, as part of the reconciliation bill, Congress should raise the fees and make the

increased revenue available, subject to appropriations. Consequently, we urge the Conferees

to adopt the House provision.

Housing

We are pleased that the House and Senate bills include provisions to produce savings
by reforming the FHA. Assignment program and making appropriate reductions to Section 8
annual adjustment factors. We are concerned however, about two additional provisions of
the Senate bill. :

The Senate bill would not transform FHA multifamily housing restructuring in the
most efficient, effective fashion. By ruling out the possibility of portable tenant-based
assistance, the bill would limit tenants’ ability to find the best available housing and prevent
projects from devclopmg a more diverse mix of income levels. By establishing a preference
for delegating restructuring tasks to housing finance agencies, the bill places an unnecessary
constraint on HUD's ability to design the most effective partnerships. Finally, since Congress
did not address tax issues explicitly, the Senate bill does not resolve impediments that could
discourage owners from participating in a restructuring process.

, We oppose the inclusion, in the reconciliation bill, of Section 2203 of the Senate bill,
which repeals Federal preferences for low-income or disadvantaged individuals for the Section
8 tenant-based and project-based programs. We have supported such repeals only if they
come with income targeting that would replace the Federal preferences. That targeting would
ensure: (1) that the tenant-based program continues' ‘to mostly serve extremely low income
families, with incomes below 30 percent of the area median income, and (2) that all
developments in the project-based program are accessible to a reasonable number of
extremely low-income families. We are working with Congress on this issue in the broader
context of separate public housing reform legislation.

i

Privatization of Welfare Programs

" The House bill would allow for privatizing eligibility and enrollment determination
functions in Medicaid and Food Stamps. While certain program functions, such as computer
systems, can now be contracted out to private entities, the certification of eligibility for
benefits and related 'operations (such as obtaining and verifying information about income and
other ehgxbﬂtty factors) should remain public functions. .Thus, we strongly oppose the House
prowswn, and we urge the Conferees to drop it.

17
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Student Loans

We are pleased that both blﬂs bxll mclude $1 8 b:lhon in outlay savmgs, mcludlng $1
billion-in Federal reserves recalled ffom guaranty agencxes, $160 million from an end to the fee
paid to institutions in the Direct Loan program, and $603 million in reduced Federal student
loan administrative costs. All of these provisions are consistent with the budget agreement,
and the savings are achieved without raising costs on, or reducing beneﬁts to, students and
their families. : A

But, we oppose a provision in both bills, unrelated to the budget agreement, requiring
administrative cost allowances (ACAs) to guaranty agencies in the Federal Family Education
Loan (FFEL) program at a rate of .85% of new loan volume — paid from mandatory funding
authorized under Section 458 of the Higher Educatxon Act of 1965 (HEA) from 1998 to
2000. This provision would create a new Federal entitlement, and it would inappropriately
limit the funds available to the Secretary to effectively manage the FFEL Program. Any
allowance to these agencies should bear some relationship to-the costs these agencies incur,
and should not be based on an arbitrary formula. This is an issue more appropnately left for
the Higher Educanon Act (HEA) reauthorization.

We strongly '~prefer the House Ianguage for cutting student loan administrative costs.
It specifies that the Education Department may use administrative funds authorized under -
section 458 of the HEA to operate the FFEL program and the Direct Loan program. Under
the Senate Ianguage the Secretary would lack adequate funds to &dmxmster the FFEL

program eﬁ'ectively

We also-oppose a House provision that would sttpulate that an 18.5 percent guaranty
agency retention allowance on default collections that result from defaulted loans reentering
repayment through loan consolidation. This provision, now specified in regulation and letters
as “up to” 18.5 percent, would codlﬁr this share at 18.5 percent without regard to the actual

expenses that the guaranty agencies incur. This i xssue also should be resolved in the upconnng :
HEA reauthonzatlon .

-

Smith-Hughes

~ We are pleased that the House bill would repeal the Smith-Hughes Act of 1917 and is
consistent with the budget agreement. The Senate bill does not include such a provision,
although it finds the agreed-upon $29 million savings from the student loan programs. In light -
of the $1.2 billion annual appropriation under the Carl D. Perkins Vocational and Applied
Technology Education Act, we see no justification for $7 million in mandatory spending a
year under Smith-Hughes. We urge the Conferees to adopt the House provision.
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Budget Process

On budget process, the House and Senate bills generally follow the budget agreement,
We appreciate the provisions to extend the discretionary caps to 2002 at the levels in the
agreement, to create a firewall between defense and non-defense spending for 1998-99, to
provide an adjustment for international arrears and for an IMF quota increase and the New
Arrangements to Borrow, and to otherwise extend and update the Budget Enforcement Act
along the lines of the budget agreement.

In some tespects, however, the House or Senate bills are not fully consistent with the
" budget agreement. For instance, both bills provide that only net deficit increases in the prior
year, rather than both increases and decreases, would count under the paygo "lookback"
procedure. In addition, the House bill is inconsistent thh the agreement (and with the Senate
bill) with regard to “paygo rcquuements -

In other respects, the bills include provisions about which we have serious concerns.
For instance, the House bill does not provide for the transportation reserve funds that the
budget resolution established for }ughways Amtrak and transit. Also, one or both of the
House and Senate bills do not include several technical changes to fully extend the Budget
Enforcement Act. These changes include a budget authority allowance for technical
estimating differences between CBO and OMB, as current law provides; a reserve fund for
unemployment integrity to carry out the mandatory savings of the agreement; and a technical
change to the existing Continuing Disability Reviews(CDR}) adjustment to account for the
conversion of obligation limitations to budget authority. In addition, the House bill would
require a cumbersome notification pro¢edure for the detailed sconng of each paygo or

appropriations bill. ’
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