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1. OVERVIEW

The President’s Medicaid proposal achieves significant reform and offers:

. _ Responsive and responsible Federal funding:

o]

Federal fundmg is not fixed but responds to unexpected costs due to recessions or increases in the number of aged or’
disabled beneﬁmanes

Federal reductions are responsible, providing states with sufficient funds to mamtam coverage for the mxlhons of

e
Amencans who rely on Medicaid.
. State ﬂéxibility: The tpp concerns of the GoVefnors have been addressed, ihéluding:
o Répgal ‘of the Boren Amendﬁent regulating' provider payments;
e End to the burdensome waiver process for managed caré and home and community-based wai\,;ers;
o Eligibility simpliﬁcétion and expansions v.\./ithqut waivers; and
VO E}inﬁnation of many unneceééary and duplicative administrative requirements.



2. FINANCING

The President has proposed to reform Medicaid financing through a Per Capita Cap and Dlsproportlonate Share Hospltal (DSH)
payment changes. ,

s Responsiveness: A per capita cai) maintains the responsiveness of Federal funding fo states’ unexpected costs.
o Under the President’s proposal, the Federal govemment shares in the unexpected costs due to recessions or mcreases in
the number of aged or disabled beneficiaries. :
. Responsible:- The per caplta cap and Disproportionate Share Hospltal payment reductions achieve respons1ble levels of Federal
savings.
o} The President’s proposal provides states with sufﬁcwnt Federal funds to maintain coverage for the mllhons of
Amencans who rely on. Medlcald : :
The following section reviews:
o Responswe and Responmble Federal Fmancmg
o Per Capita Cap: What Is It
o Per Capita Cap: How Does It Work and Adapt to Enrollment Changes
o) Per Capita Cap: Adapting to State Spending

o} Disproportionate Share Hospital (DSH) Changes and Pool Payments



ResponSive and Responsible Federal Financing

The President’s proposal‘ maintains the Federal commitmen_t toshare in states’ Medicaid costs:

s rgtegtlgn frgm recession. Durmg a penod of economic recess1on enrollment will i 1ncrease, causing state costs to rise. The
-Center on Budget and Policy Priorities estimates that Medicaid costs could.increase by at least $26 billion over seven years if -

there is a recession similar to the one experlenced in the early 19803 Under a per capita cap, the F ederal government shares in o

these unexpected costs.

' - o rgtectlon frgm ch@ges in Medicaid caseload, States may find themselves wnh greater proportrons of costly persons such as’ Sh
" seniors or people with disabilities. The per capita cap adapts to shifts in the types of beneﬁcranes covered by a state ‘ ‘
increasing Federal payments to states 1f the1r patlent populatlon becomes sicker. :

The President’s proposal also takes a responsihle and nota radical amount of savings from the Medicaid program.

o - ThlS is $26 bllhon - or 44 percent - hrgher than the savmgs proposed by the Presrdent

o Under the Repubhcan plan spendmg growth per beneﬁc1ary would be 31gmﬁcantly below prrvate spendmg growth per |
person (7 percent) . : .

. o . By 2002 Federal f'undmg to states will be madequate and states w111 be forced to reduce payments beneﬁts and deny
R coverage for rmlhons of Americans. -~ . . 7 .



sPer Cap‘ité Cap: WhatlIs It.

A “per capita cap” is a policy that limits Federal Medicaid spending growth per beneficiary. Under this poiicy, Federal =

"payments automatically adjust to a state’s enrollment: if a state has an unexpected increase in enrollment, the Federal
government will share in these increased costs. In other words Federal money will flow with the number of needy persons a
state serves. .

There are three c“omponents to the per capita limit on Federal funding:

o Base spending: Each-state’s 1995 spending per beneficiary is calculated, excluding spending items such as payments
for Medicare premiums and cost-sharing and Disproportionate Share Hospital payments. The spending per beneficiary
is separated for the four major groups of Medicaid beneficiaries: seniors, people with disabilities, adults and children.

o  Index: Future year spending limits will be calculated by growing the average 1995 spending per beneficiary by a pre-
set “index”. The index updates the 1995 spending in proportion to the growth in the gross domestic product per person.

o) Actua gg;[ollmerl t: This indexed spending per beneficiary is then multiplied by the number of beneficiaries in each
category in a given year.. The category-specific lmnts are then added together to yields the maximum spending that the
Federal government will match.

Each state will have a single total limit, so it can use savings from one group to support expenditures for other groups orto
expand benefits or coverage. :
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Per Capita Cap: How Does It Work and Adapt to Enrollment Changes

To give an example of how the formula works, take a hypothetical state:

1995 Spending per | 2000 Limit per | Enrollment in 2000 |  Total Limit ‘Federal Limit

A Beneficiary Beneficiary * ‘ (Millions) (Millions)**
Elderly $9,000 $11,487 1,000 $11.5
Disabled $8,000 $10,210 2,000 $20.4
Adults $2,000 $2,553 3,000 - $7.7
Children’ $1,000 $1,276 6,000 $7.7 |
Total - | | $47.2 $23.6

* Index is 5% per year, or 28% growth between 1995 and 2000. T

**+  Assumes that the Federal medical assistance rate is 50%.

In the yeéf 2000, the maximum Federal matching payments for this state would be $23.6 million.

The cap adapfs automatically to state enrollment changes

If enrollment in these categories increases above the levels noted above, the total and Fe'deralV limit would increase
“automatically -- because the limit is calculated on a per person basis. '

' If enrollment shifts to more expensive pdpulations or enrollment grows faster than expected, then the total limit would increase
automatically. ‘ . ; . .

0 For example, if there are 500 more seniors than noted above, then the total limit would increase by $5.7 million (500
seniors times $11,487 limit per senior), and the Federal limit would increase by around $2.85 million.

-



“Per Capita Ca.p:A Adapting to State Spending_

If the state keeps spending per beneﬁc1ary below the limit for one or more categories of bcneﬁmary, it has a number of opnons.
For example, assume that the state kept spending for the elderly to $10,376 per elderly beneficiary (1,000 below the limit per
beneficiary). That would free up $1 million within the state’s. aggregate. limit ($1 000 per enrollee times 1,000 senlors) The
state could: g S : .

o . Spend above its pef beneﬁcmry limit for another group. For examﬁle, the state could spénd $150 more per child - a
total of $1,426 per child -- for a total cost of $0 9 m11110n ($150 per child times 6,000 children) and still remain within
its aggregate limit. , , \

o'A © Usethe funds to expand ellglblhty to new groups whose income is within the 150 percent of poverty 1evel (see
T Ehglblllty Flex1b1hty) ' : , » N

L o Save t}_le s'tnte'sharc of t,hev_ﬁ;n‘ds. ‘,



Disproportionate Skare Hospital (DSH) Changes and Pool Payments

Dispropo rtionate Share Hospital Payrnents Changes:
. Diéproportionate Share Hospital (DSH) payrnents would be reduced and retargeted.
o Fingncing The current (1995) Federal payments to states would be gradually phased out, and a new DSH payment
’ method would be phased in. Funding from a fixed Federal pool would be allotted to states on the ba51s of their share of o

low-income days for eligible hospitals.

o} Program Design: States would use the funds for hospitals that serve a high number of uninsured and Medlcald patients,

and would have the flexibility to cover addmonal hospitals that they deem needy. ‘ _ ) 5
Pool Payments: | | |
. Soecial transition pools would would be‘created to ease the transitiorr to the reformed .Mediceid program.
o ﬁndocumented Persons Pool: A specird pool to help the 15 states with the largest numbers of undocumenred oersons

would be created. This 100 percent Federal pool would be in effect from 1997 to 2001, and would be allocated to states
in proportion to their share of the nation’s undocumented persons. It would be used by states for emergency care for
these persons.

o Federally Qualified Health Centers and Rural Health Clinics Pool: As part of the proposed changes to promote -
* state flexibility, the mandate for states to pay Federally Qualified Health Centers (FQHCs) and Rural Health Clinics
(RHCs) on a cost basis would be repealed. To ease the change in funding for these facilities, a program would be
~created with $500 million in Federal funds in each year begmnmg in 1997.
o Transntmn Pools: Additional federal funds would be allocated through special pools desagned to ease the transition to |
- the new program and allow states to plan now for program changes -



3. FLEXIBILITY

The Prcsidént’s Medicaid propoSal significantly increases states’ flexibility to design and managed their own Medicaid progi'ams.

. The President’s plan addresses the top coricems of the (ioverxiors:
o Repeal of the Boren Axngndme'nt regulating ;ifovider payments;
o Erid to the burdensome waiver process for managed c'are and home- and community-based waivers;
o Eligibility simplification and expansions without waivers; and

0 Elimination of many unnecessary and duplicative administrative requirements.

The following section describes new state ﬂexibility in the following areas:
o Provider Payment Flexibility
o Managed Care Flexibility
o Eligibility and Benefits Flexibility

o Administrative Flexibility



Provider Payment Flexibility

The President’s plan gives states greater flexibility in setting provider payment rates:

Boren Amendment is Repealed: (NGA Recommendation) The proposal repeals the Boren Amendment, allowing states
greater discretion in establishing their provider payment rates. Under the Boren Amendment, states were required states to pay
hospitals and nursing homes “adequate” and “reasonable” rates. Because of its ambiguity, thlS requ1rement led to many eostly
lawsuits for states. ‘

Cost-Based Reimbursement for Clinics is Repealed: (NGA Recommendation) States will no longer be required to pay
Federally Qualified Health Centers (FQHCs) and Rural Health Clinics ( RHCs) that are not Indian Health Service facilities on .-
a cost basis beginning in FY 1999.

Burdensome Standards for Obstetrician and Pediatrician Payments are Eliminated: (NGA Recommendation) States
currently must file extensive documentation relating to their payments for these providers. Under the proposal, states could set
their own payment standards for obstetricians and pediatricians and would be freed from the paperwork burden that can range
from 30 pages to 300 pages.”

Requirement to Pay for Private Insurance When Cost Effective is Repealed: (NGA Recommendation) Under current
law, states are required to enroll individuals in private insurance in certain situations, when private insurance is more cost
effective. States will have the option to continue purchasing group insurance and negotiate their own rates.

10



- 'Managed Care Flexibility
Under the President’s proposal, states will have new flexibility to implement and operate Medicaid managed care programs.

. Elimination of Need for a Waiver: (NGA Recommendation) States will be able to implement managed care programs
without the need for Federal waivers, so long as beneficiaries have a choice of plans, except in rural areas. States will be
permitted to enroll Medicaid beneficiaries into their health plans for up to six months and to guarantee Medlcald eligibility -
during this enrollment period. : "

. Outdated Quality Standards are Repealed (NGA Recommendatlon) The 75/25 emollment composmon rule will be
" eliminated. ;

Quality of care will be assured through state-designed quality improvement programs -- which follow Federal guidelines -- that
ensure that managed care providers maintain reasonable access to quality health care.

*.  Federal Contract Revnew is Eliminated: The Federal govemment w111 no longer review states contracts w1th managed care
plans that exceed $100,000. ' :
'« - HMO Copayments are Allowed: (NGA Recommendation) States will be able to require HMO enrollees to make nominal

copayments, consistent with their ability to require copayments in fee-for-service settings.

11



 Eligibility and Benefits Flexibility

The President’s proposal maintains the F ederal ent1tlement and keeps Medicaid basic benefits intact. It bullds upon th1s base to offer
states options for s1mphfymg and expandmg el1g1b1hty and de51gn1ng commumty—based long-term care programs

el Ellglblllty Expansnons are Allowed Wlthout Walvers lf states.are able to manage costs below thelr per caplta hm1ts they e

may add any new eligibility group at their discretion. This means that if states warit to expand coverage, they may do so
. without a waiver and to any group of low-income people. The only limits on this flexibility are that the new beneficiaries’
mcome is less than 150 percent of the poverty level and the expansion does not result in spendmg above the per caplta l1m1t N

) | In the example of the how a per caplta cap would work the state could under one seenano spend $1, 000 less than 1ts
- limit per senior ($10,476). With 1,000 senior enrollees, that would free up $1 mllhon within the state’s aggregate 11m1t
: ($1 000 per enrollee tlmes 1 000 semor enrollees) : :

0. » Wxth this $l mllllon the state could choose to add 500 1nd1v1duals thh spendmg of $2 000 per person and stlll be
- w1th1n their limit. : _

o Ehglblhty Expansrons can be Scaled Back (NGA Recornmendanon) Under current law a state that chooses to cover
pregnant women and children above the mandatory levels cannot reverse that demswn ThlS mandate is repealed 8o states can
return to the mlmmum level. : : - :

e . Home and Comniumtji-Balsed Care Programs are Allowed Without Waivers: (NGA Recommendatlon) States wﬂl be |
" able to provide home and community-based services to their elderly and disabled Medlcald en:rollees without the :
admmrstratlve burden of seekmg F ederal waivers. ~ ) : co
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- Administrative Flexibility

The President’s plan repeals and simplifies Federal administrative requirements for the Medicaid program.

Certain Personnel and Program Requirements are Repealed: The current Federal mandates to-document the
establishment and maintenance of merit-based personnel standards, and to use professional medical personnel in administration
and supervision, are duplicative and are repealed. Also repealed is the obligation to enter into cooperative agreements with
other state agencies. '

Data Requirements are Streamlined: Medicaid Management Information System (MMIS) requirements for the use of

standardized claims formats and standardized HCFA reporting requirements will be simplified and reduced. The Medicaid

Eligibility Quality Control (MEQC) system will also be reformed. States will no longer have to go through the entire
determination, adjudxcanon and cost accountmg process every six months. .

V Nursing Home Resldent Duplicative Revnews are Ellmmated: (NGA Recommendation) Required annual resident review
in nursing homes will be repealed.' States will conduct reviews when indicated.

~ Permissible Sites for Nurse—-Alde Trammg are Broadened: (N GA Recommendatlon) States will be able to conduct nurse-
aide training in certam rural nursing homes, which currently are not consndered permissible training sites.

Certam Federal vander Qualifications. Reqmrements are Repealed: (NGA Recommendatlon) Specnal minimum
quallﬁcatlons for obstetricians and pedlatnmans will be repealed.

13



SUMMARY OF WELFARE REFORM BILL

AFDC, WORK, & CHILD CARE

Medicaid Guarantee

Assures that all categories of people now cligible for
Medicaid will be eligible for health care in the future and
there will be no loss of coverage, regardless of state welfare
changes. At President's insistence, Republicans restored the
Medicaid guarantee for welfare rcaplents and abandoned -
efforts to block grant Medicaid. .

Child Care

Increases child care spending by $4.5 billion above current
law —- $4 billion-more than the bill the President vetoed.

Preserves federal child care health and safety standards,
which would have been repcalcd under the vetoed bill.

I Work

Provides $1 billion performance bonus to reward states for

' placing ‘welfare recipients in jobs. Requires 50% of adults
on welfare to be working- by the year 2002.

State Funding

Requires states to continue their investment in welfare

-reform by maintaining 80% of their current spending.

Time Limits

Imposes five year lifetime limit on welfare, but allows
states to exempt 20% of caseload from the limit.

" Vouchers

- Allpws statcs to use federal Soc1a1 .Scmccs Block Grant

Contingency Fund f ;

Family Cap ,

W themselvcs from a mandatory fannly cap: natxonwrdc '




- LEGAL IMMIGRANTS

FOOD STAMPS & CHILD NUTRITION

Food Stamp Program

Maintains national nutritional safety net. Does not allow
states to block grant Food Stamps and does not impose a

national cap on Food Stamp spending.

- Caps the excess shelter deduction, which was set to expire

next year, at near its current level until FY2001. The
President wants Congress to fix this provision’ because over
time it will hurt workmg families. :

| Limits food stamp eligibility for childless 18- to 50-year-

olds to 3 months every 3 years, with a 3-month extcnsmn
for lald—off workers.

School Lunch Program

Maintains the current national school lunch program. 'Drops
the school lunch block grant that was in the vetoed bill.

Bans Over the Administration's objections, imposes 5—year ban
on:SSI, AFDC and Food Stamps for most legal 1mm1grants
with some exceptions. :

Medicaid Over-the Administration's objections, prohibits future -

immigrants from receiving Medicaid for 5 years. Drops the
retroactive ban on current Medicaid recipients, which was

_included in the House bill.

'The President has said that immigrant children and the
disabled should be able to get medical care and the help

they need, and is determined to get Congress to fIX thesc
provisions.




W{J.

' OTHER PROGRAMS FOR CHILDREN

Child Welfare .

Retains current law child protection entitlement programs
and services. Drops the child welfare block grant that had
been included in the vetoed bill. :

Disabled Children

Provides full SSI benefits for children who will receive SSI

| under stricter eligibility rules. Drops the two-tiered

eligibility system in the vetoed bill that would have cut

“benefits by 25% for more than ha[f of the dlsablcd chlldren '
| coming on the rolls. .
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MEDICAID “CONSENSUS” AMENDMENT

‘ | ' _
Brief: Medicaid was growing at rates up to 29% in the late 1980’s and early 90's. The HHS
Inspector General's Office estimated that approximately 50% of the growth in 1991 was
attributable to the combination of provider taxes and the use of DSH payments. - Changes i in
1991 and 1993 in the treatment of provider taxes and DSH, the rapid increase in waiver
approval for imanaged care and slowing of general health care inflation have resulted in
Medicaid returning to rates of inflation growth in the single digits. Preliminary estimates
trom CBO indicate that Medicaid growth may be much lower than anticipated and that we
should expect a much reduced baseline for Medicaid in their April reestimate, '

: nsus”| ment: Rather than imposing arbitrary caps, etc. that effectively argue we
don’t know How to control Medicaid spending, the evidence is clearly the opposite of that.
We do know-how to control spending, have successfully done so and should take additional
steps along those lines. Such an alternative could save Medicaid-an additional $40 b: lion
over a scven xyear period --

Retormmg and retargeting DSH -- $30+ billion in savings

Repeal the Boren Amendment -- $1+ billion in savings

Allow states to pursue managed care w/out waivers -- $5 billion in savings
Change in the definition of disability -- $?? billion in savings

Additional “consensus” state flexibility provisions -- $2? billion in savings

* & & o0

i

Arguments F g: r: Such an alternative stands in sharp contrast to the House GOP Medicaid
draft which gams very little in federal savings but allows states to reduce its share of
spending shaﬁply -- up to three nmes the federal savings.

"It compares best in what it does not do For example —

e It doeé not impose massive bureaucracy and limits

. It doe$ not put millions of Americans at risk of losing health coverage

. It does not put health quality at risk (maintains current Title XIX quality standards,
including nursing home standards) '

* It does not lock in current inequities among states and make them permanent

e It maintains the state partnership and commitment to Medicaid »

e It grants states greater flexibility, in the areas that have traditional complained about
most (granting flexibility to reduce costs but not at the expense of coverage and
qualntﬁ)

¢ [t continues the successful reforms of Medicaid that have been madc in the last five
years :

. It reforms, and does not repeal, Medicaid
And last, but far from least --

. 35+ states would clcarly fare better under this proposa} (the exception would
potcmially be high DSH statcs)
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Federal Entitlement/Right of Action”

. Administration Proposal - Prescrves the individual federal entitlement to ' health care
coverage for low-income individuals. This means that individuals who qualify for |
' Medicaid under today’s federal rules would be guaranteed coverage for a defined and
meaningful package of health and long-term care benefits. Individuals would rctam the
nght to sue in Federal as well as state court 10 enforce their entlﬂemem V

- Conference Acrcement Expliciﬂy repeals an individual’s federal entitlernent to health
care coverage. Individuals wouid not be able 10 sue in federal court lf demed ellg1b1hty
by a state. : .
. Coalition Proposal - Same as Administration proposal.
. Governors Cohcerns - Rjgfit of Action:.

. a. How do we define more precisely our beneﬁt provxslon -~ mdmdual
factual vs. another type of dispute? - : :

b. Can we draw a-distinction between mandatory and opt:onal ehgxbles as rcoards
the noht of action?

Pending Proposals.
_ There can be no. negotiation on the basic issue of preserving the federal entitlement to Medicaid.
Wehavé élrezidy agreed to the f()llovﬂ'rvj clariﬁcation of ihe.ridht 10 sue:

Eligibility: Maintain the current 1aw rcqmrements under which individuals have a right of action
in federal court. However, it could be made explicit that a state administrative process must be
' cxhaustcd pnor 10 ﬁlmg in federal court on ehg1b1hty-related clmms :

‘, Benefits: A working group of staff and counsel in HHS and the White House are developmg a
proposal for benefits under which the right of action for some benefit issues would remain in
federal court,_,ofthers would be limited to state. courts. .'Ihe\follo‘wmg 1s one approach:

- For individualized benefit claims, exhaustion of a health plan or HMO process and a state
administrative process could be required, with appeal only to state courts of appropriate
Jurisdiction, unless the claim exceeds a specified threshold:amount.



. An “individualized benefit claim” would be defined as a claim by drecipient under this Title
solely that an error of fact has been made, under a contract policy or practlcc that isnot in
dispute, in deciding: ‘ : : -

(a) whether to provxde or cover a service: for the individual, mcludmc a detenmnaﬁon of
medical necessity or a decision as to amount, duration, and scope of services; or
(b) whetheror in What amount to charge a co-payment or deductible to the mdwxdual

Counsel are rneet‘ing'l‘ue‘sday 0 .bettf;x develop these options.
ents

The ri ght to sue in federal court over eligibility disputes is at the heart the federal entitlement to* -
Medicaid; without it, the entitlement is unenforceable and therefore meaningless. .



Benefits -

Admlmstmt:on Proposal Rctams current law, which requues states to cover

" mandatory services: inpatient hospltal outpatient hospital, RHC & FQHC services,
laboratory and x-ray services, nurses practitioners’ services, nursing facility and home
health services, EPSDT, family planning services and supphes physicians’ services,
nurse-midwife services. States may also cover -optional services: prescription drugs,
podiatrist, optometnst dental, physical Lherapy, ICF/MR, rchabllztatlvc services, etc.

A state’s coveragc of mandatory and omonal benef ts must be cnmparat_) across alI
categorically needy groups (e.g., services must be the same for AFDC and SSI eligibles).

For medically needy groups, benefits must be the same within each group, but can vary -
from group to group.” Also, states’ benefit policies must be the same statewide. .

States will now be allowed to impose nominal cost-sharing on HMO enrollees, consistent.
with'cost sharing gmdelmcs for fee-for-service enrollees, However, States may not -
impose premiums, enrollment fees, or sithilar charges upon categorically needy Medicaid
beneficiaries (e.g., AFDC, SSI). .A State may not impose coinsurance copayments, or
deductibles on any services for children, family planning, pregnancy related services,

' emiergency services, hospice, in-patient services for spend-down chozbles A State may
impose nominal charges upon other services within cheral regulatory limits. .

" Conference Agrecment - States*a;e-not required‘to provide a minimum benefit package
1o beneficiaries (exception immunizations to children and pre-pregnancy family planning
services and supplies). States would define covered benefits and benefit levels.

Each State would be granted éxtremely broad discretion to impose cost sharihg

;:requirémcnts upon Medicaid beneficiaries. Although no premium could be charged on a
family including a pregnant woman or child with income below 100% of the Federal

‘ poverty level, these groups could face nominal coinsurance, copayments, and. deductzblcs.

Even this protected group could be subject to cost shanng for any services.

Ceahtmn Proposal Retams current law mandatorv and opuanal services. Howevcr the
Sccretary would deﬁne treatment under EPSDT.

- \/{amtamS most current law cost shanng protccnons ‘but eliminates the current law
requirement that coinsurance, copayments, and deductibles be nominal and replaces 1t -
with a requirement that such charges rcﬂect income, resources, and farmly szze of the o

beneficiary.



. GoVernors Concems -
1. What ﬂcmbzhw can we offcr in the mandatory bcnefits package? -
2. What prcc1se ﬂemblhty do we suggest n Opnonal beneﬁts packagcs L

-a. ADS/comparabxIxty/statemdcness other
b. For whom - opuonaI elzglbles some mandatOry ehgxblcs?

3.-Are there options for dealing with the tr_aatmem ‘CompOnent of EPSDT? .

4. Can we extend, with matching, the ability to extend home and community based
services to payment to families for care of relatives, at reasonable cost? '

5. Additional flexibility on t:ost‘sharing,

Pepding Prongsals

a Mandatorv benefits: The core beneﬁts should continue to mcludc the currcntly mandatory
Medicaid services, including inpatient and outpatient hosplml physician services, family
planning, diagnostic services, nursing home and home health services, EPSDT, nurse midwife

- services, etc. Dropping the ° provlder—bascd” services such as nurse midwife services would be

politically difficult.

Comparabjljty: Some degree of flexibility on comparabilify of béncﬁts could be considered to
allow states to 1arget optional services. Staff have asked the governors’ staff to help develop a

- proposa\ under which comparablhty would not be reqmrcd for the following: -
ca. for pptional benéﬁcia’ries,; all opti‘o.nal, scryipes :
b forlvman;datory beneficiaries, optibrl_al services‘ would be divided into two
: ¢ategories with inp‘ut from governors’ staff: :

- some, such as personal care services, would: not be sub)ect to comparabxhty
requircments;

- others, such as prescription drugs, would continue to bé subject to such
requircments (note: split of optional services into two catcgorie's 10 be devcloped) :

EPSI 2 [: Wc can clanfy the “Treatment” provision of current Iaw 0 specxfy that comparablhw
a.nd stalemdeness do not applv states Only havc to prowde those services w}uch are not covercd

RGN



under state plan . amcndmems to children who receive EPSDT services. Ail other Medxcaud
recipients would only be entitled to the services covered in the state plan amendments

LTC; Pav ment for g;m of Egtangns HHS will pursue dxscussxons with state sta;ff to explore this

option.

Cost Shari ng: Presidént’s plan provides ﬂexibility to exterid cost sharing tb HMO enrollees.

Comments:

Any further flexibility on benefits could jeopardize the entitlement, because a clearly defined
benefit package is necessary to ensure that eligible populations have meaningful coverage.’
Without a-guarantee 1o a defined and substantial benefits package, the entitlement is hollow, -
In addition, wider flexibility on benefits could create confusion among both enro]lees and

pro\ r1ders as to wh:ch people are covered for what benefits. :

- Congressional consultation required.



‘Eligibility -~

+ ° Administration Proposﬁl - Maintains the current law mandatory and optiohal groups.
Also adds a hew eligibility option for individuals below 150% of poverty. subject toa
budget neutrahty reqmrement A

. Conference Agreemcnt - States would be required to cover poverty level pregnant
women, children under 13, and the disabled (as defined by the state). No other
populations would be guaranteed coverage. States would determine.eligibility
requirements, define income, set asset limits, ‘and could choose to cover only limited
subsets of current eligibility- groups : '

. Coalition Proposal Same as Adrmmsn'atlon Proposal Certain expansion p0pulat10ns
’ (1902(r)(2)) would not be allowed after October 15, 1995. - :

. Z Gm'ernars Concerns -

- a. How do we deal with welfaxc Uansxnons” How do we delmk MCdlC&Id from '

, cash assistance
- b. How can we deal with deﬁmtlon of ézsablhty (federal v. state) and in
* particular, concernis about ehgxblhty for those who are alcoholics and substance
- abusers? - g «
- ¢. How can we give states crcdn for the savings from reduccd welfare rolls? -
. . d. How can we cover additional people without rega.rd 1o the budget neutra_lxty
- adj uster'7 : : :

Pgndmg Prgpo§al .

: ,igglbi ity s;mphf ca}gon States could be allowed to sanphfy Medxcald ehg1b1hty by makmc .
eligibility optional for a number of * ‘prandfathered” groups that are currently mandatory (these,
- groups, typically shrinking in size over time, qualified undcr old rulcs but under new Chglblllt}’
standards, would have lost Medxcald eligibil 1ty} »

abxlntvi h h dru ab se Would retain the fcderal deﬁmtxon of dxsabllxty Howcver
disability as it relates to alcohohsm and drug abuse and SSI benefits would be redefmed in the -
context of welfare reform. The Coalition welfare reform plan provides that SSI would not be
provided “if alcoholism or drug addiction would ... be a contributing factor material to the
Commissioner’s detemunanon that the mdmdual is dlsabled and would also Iose ehtnbmty for

Mcdzcznd

" Welfare transitions: Whatever the. specific outcomes of welfarc reform changes in we] farc- _
~ related Medicaid. ehclblhty wdl be considered. , ’


http:re'form.Th

" Comments:

Flexibility beyond what is outlined has potential problems. In particular, replacing Federa] with
state definitions of eligibility means that cross-state differences will be magnified, possibly
causing a “race to the bottorn™. Also, savings from a per capita cap could deteriorate if states are
given broad latitudé in defining eligible populations. = .+ o

Congressiona] consultation required.




-

'Pen i

Federal Fina ncing -

Admnmctratlon Proposal - The Adminisiration’s pmposal retains the current law federal

- matching tate formula (Fedéral Medical Assistance Percentage, or FMAP). Under

current law, the matching rate in a state is based on per capita income in that state relatlve

to the nation. By law, the minimum FMAP rate 1s 50 percent and the maximum FMAP

rate is 83 percent.

Under the Administratién’s per capita cap proposal, the federal Iimﬁ for each state is \

 based on the state’s hxstorxcal Medicaid spending level. All states receive the same .

growth rate. Thus, thcre is lmle redlstnbutlon of federal funds across states.

Conference Agreement - Under the Confercnce Agrcement each state can choose its
FMAP from among several options. The agreement also raises the minimwumn FMAP rate
from 50 percent to 60 percent. The effect of the Conference Agreement 1s 10 reduce the
amount of dollars a state must spend to draw down a given level of federal funds. This
approach could lower total (state and federal) funds spent on Medicaid.

© Each state’s block grant depends partlj«' on historical costs and partly-on arbitrary |

adjustments to a state’s historical costs. However, not state has its grant determined by
the formula in every year. Instead, grants are determined by the ceiling and floor growth

. rates. The overall effect of the Conference Agreement’s block grant allocations is to'-

favor lower-income, high popuianon growth states at Ihe expense of hzohcr‘mcomc Iow :

' popuianon growth states.

Co almon Pr0posal “The Coalmon Proposal also retains the current law FMAP formula.
_The financing structure is conceptually similar to'the Admxmstrauon Proposal. However,
the spcc1ﬁc mcthodology differs s1gmﬁcanﬂy As with the Adrmmstranon Proposal
there is little redistribution of federal funds across states .

'Govcrn‘ors s Concerns : Some have sug estcd crnploymg the Conference Agreemem s
' mcreased F\dAP and some have suggestcd dlﬁerentlal growth rates. :

g Pr als

None: the FMAP foxmula should not be opened up in the current negouanons it is potennal

-~ scoring problem issues under a per caplta cap, and it could lead to substantial lowering of total

funds devoted to health care for the poor. “However, establishment of some sort of inter-
governmental advisory commission to examine the issue could be considered. -A commission

could also consider the allocation of funds across states.

Congressional consuliation required.



Medicare and Medicaid Savings, and Childrens' Coverage Investment Coming Up Short

Medicare and Medicaid Savings

FY2002 ' FY98-2002

Medicare: $35 billion $138 billion

Medicaid: $9.7 billion $15-22 billion

Total:

$45 billion | $153-160 billion

Problems:

To best address DSH concerns and not go higher than our past public Medicaid
per capita cap policy, we should be around $7-8 billion in FY02 and $12 billion over
5 years. '

To finance a kids coverage expansion (depending on what the President wants), we
need to add back between $2 and $3.4 billion in FY02 and $6-$12 billion over 5

years. '

Unfortunately, the groups, the States, and validators who might praise us for the

~ kids' initiative may well reject it, suggesting we drop it if they see it coming
- directly out of Medicaid per capita cap savings. (A lower number Medicaid number

would enable us to get them thinking that the savings could all come from DSH; in
the end, this will not be possible because DSH politics will overwhelm concerns with
savings coming from our per capita cap.) —
If we addressed both problems in the most conservative ways, our FY2002 total
savings contribution would be about $40-41 billion -- $4-5 billion short of our current
target.

Solutions:

*

The truth is I don't have much. We might bé able to get $1 billion more in Medicare
savings, but HHS does not think we can get any more than $36 billion if we hold at a
$138 billion clip. (Even this will require some interesting backloading.)

Either a higher Medicare number OR a lower mandatory savings target from the health
programs. ‘ ' '
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FY 1997 President's Budget Medicaid Policy

FY 97 President's Budget Baseline
~ Aggregate Growth (97-02)
Per Capita Growth (97-02)

Savings:

Per Capita Cap*
DSH Reform
Transition Pools

Total Savings
R&culﬁng Baseline
Aggregate Growth (97-02)
Per Capita Growth (97-02)

*Growth Index of Per Capita Cap (97-02)

Actaal OMB Scoring

(Dollars in Billions)
Actual CBO Scoring
6-Year Total 6-Year Total
- 1997 -2002 - 1997 - 2002
7742 April 1996 CBO Baseline 802.7
9.3% Aggregate Growth (97-02) 9.7%
6.8% Per Capita Growth (97-02) _ 7.0%
Savings:
454 Per Capita Cap* ) -35.1
-33.6 DSH Reform 393
202 Transition Pools 177
-58.8 Total Savings ¥ -53.7
715.4 Resulting Baseline 749.0
4.6% Aggregate Growth (97-02) 6.3%
24% Per Capita Growth (97-02) 3.7%
3.9% *Growth Index of Per Capita Cap (97-02) 3.7%
-0.5% +0.0%

| Adjustment to OMB GDP in 2002

Adjustment to CBO GDP in 2002

1/ The FY 1997 Pn:s:dcnt‘s Budget policies pmdm $53 billion in savings when scored off of the FY 1997 Mld-Sesmm Review Baseline,
2/ Total Savmgs are net of the costs of VA and Medicare mueractlons with Medicaid.




FY 1997 President's Budget Medicaid Policy Slipped One Year
‘ Before Baseline Adjustments

(Dollars in Billions)

Estimated OMB Scoring of OMB Policy

" |[FY 97 Mid-Session Review Baseline

Aggregate Growth
Per Capita Growth

Savings:

Per Capita Cap* .

DSH Reform

Transition Pools

Total Savings , :
(Total Savings in Last Year of Policy)

Resulting Baseline
Aggregate Growth
Per Capita Growth.

*Growth Index of Per Capita Cap

5-¥rTotal 6-VrTotal
98-02% 98-03¥

~ 650.1

9.0%

6.4%

-27.7
-25.6

19.7
-33.6
-184

616.5
63%
- 37%

3.9%

-0.5%

- 818.1

9.1%
6.5%

~45.9|

-35.5
20.2

-612
-27.5]

756.9
5.9%

3.4%

3.9%
-0.5%

Estimated CBO Scoring of CBO Policy

5-Y¥Yr Tot#l 6-Yr Total
98-02% 98-03¥

April 1996 CBO Baseline ¥ i 6979
Aggregate Growth , ' 9.7%
Per Capita Growth - 7.0%
Savings: , _
Per Capita Cap* : -19.1
DSH Reform S -32.1
Transition Pools ' 17:2
Total Savings - -34.0
(Total Savings in Last Year of Policy) -17.2
Resulting Baseline | . 6639
Aggregate Growth 7.3%
Per Capila Growth 4.7%
*Growth Index of Per Capita Cap 5.1%
Adjustment-to CBO GDP in Last Year H0.5%.

880.9
9.7%
71.1%

319
43.1
17.7
-57.4
-23.3

823.6
13%
4.7%

4.9%
+0.0%

Adjustment to OMB GDP in Last Year

1/ The-baselines have NOT been adjusted for the impact of welfare reform.or FY 1996 actual spending.
2/ Growth rates for the five-year total are measured from FY 1997 - 2002.
3/ Growth rates for the six-year lotal are measured from FY 1997 - 2003.
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TOTAL STATE PER CAPITA COSTS FOR FY 1995 (In Descending Order)
(Total Computable Costs excluding DSH) ' ' -

FY95 Actual Dollars Average Annual Growth from FY 90-95
NY $7,454 4.9% ' '
OR $7,116 17.4%
NH $6,800 22%
DC = $6,500 . 6.4%
RI $6,129 - ; -4.5%
CT $6,026 : 7.9%
MN $6,021 ' -17.8%
MA $5.835 . L1%
ND $5,658 17%
NJ $5,521 L 3.6%
MD $4,840 52%
SD $4,832 4.1%.
CWI $4,822 13%
ME $4,715 . 52%
DE $4,663 : 9.4%
MT - $4,573 53%
NE $4,552 72% -
IA $4,424 6.7%
PA $4,323 7.8%
LA $4,308 9.5%
AK $4,202 -3.4%
wY $4,130 8.1%
OH $4,119 8.6%
AR $4,094 8.3%
co $4,078 10.2%
A $4,028 16.0%
Ml $3,948 6.8%
KS - $3,943 ' 42%
NV $3,922 1.7%
NC $3,770 3.8%
- UT $3,765 3.7%
WA $3,654- 3.1%
TN $3,461 : 9.0%
D - $3,441 -1.2%
FL $3,433 ‘ 1.8%
L $3,360 9.6%
VT $3,343 2.4%
SC $3,335 o 02%
KY. $3,289 57%
' OK $3,255 1.6%
TX $3202 52%
AL $3,194 - 5.6%
NM - $3,170 A 4.8%
VA $3,165 0.5%
IN © §3,088 9.4%
MO $3,041 5.5% -
.GA $2,995 O 20%
AZ $2,908 - 6.1%
MS $2,863 12.5%
CA $2,461 42%
HI n/a O 126%
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" |DSH Spending
. .DSH
Expendenditures
as a Percent of FY
1995 Medicaid
|STATE Expenditures.
Louisiana 21.4%
New Hampshire 17.2%
Missouri " 15.9%
South Carolina 15.8%
Alabama 15.1%
Maine 11.4%
New Jersey 11.2%
|Texas - 11.0%| |
Mississippi 9.3%|
Nevada 8.2%
Connecticut 8.1%
Georgia 7.3%
.INorth Carolina 7.2%
| Pennsylvania - . 1.1%
California © 6.8%
Kentucky 6.4%
New York 6.3%,
Rhode Island 6.2%
Ohio 6.2%
Washington 6.1%
Colorado 6.1%
Indiana " 6.0%
Massachusetts 5.7%
Kansas 5.6%
. |Vermont 5.2%
West Virginia 5.0%
Michigan 4.8%
Illinots 3.4%
Alaska - 3.3%
Florida 3.1%
Maryland 3.0%
District of Columbia 2.9%
Virginia 1.7%
Oklahoma 1.5%
| Oregon 1.4%
Delaware 1.1%
Jowa 0.7%
New Mexico 0.6%
Nebraska 0.6%
Utah o . 0.6%
Minnesota 0.6%
Idaho 0.4%
North Dakota 0.3%
Wisconsin . 03%
South Dakota 0.2%
Arkansas 0.2%
" |Montana 1 0.0%
Arizona - 0.0%
- |Hawaii 0.0%
Tennessee 0.0%
|Wyoming ' ~0.0%




o f SIGNIFICANT REVISIONS 0 'mE SENATE REPUBLICAN MEDICAID PLAN

- The Senate Finance Comrmttee s approved changes to the Repubhcan Medicaid prOposal may

e a.ppear to improve the plan significantly, but these revisions do not change the basic facts. This bill

is still a block grant. The financing structure still puts states at risk for increases in costs
associated with enrollment changes. The coverage guarantees in the bill are conditional on
Federal financing -- and Federal financing will be insufficient to meet the States’ needs.

 Eligibility
hg;bxl;:y Phaseln

. Restores the eligibility phas&m of chxldren aged 13 to 18 thh mcomes below poverty as .
‘ mandatory elxglbles ‘ : « . 4 ’

* ' Clnldren aged 13 to 18 appear to be guaranteed” coverage. However, tlmse

Lo cluldren have no real guarantee of coverage as long as the Federal nght of actmn is
o repea.ted o : -

| _Mgt_tmlo_lpsy

'State dlscretxon to detenmne ehgtblhty is restncted compared to-the ongmal bill. For example -
States must use the SSI methodology to determine income and resources for low-income elderly -
individuals. Similarly, States electing to use the SSI definition for dxsab:hty must use the SST
,methodology to detemnne income and resources. S , ‘

> However, the states stxll have enough cholces to ehmmate coverage for many.

e Ser#i‘céss; Co
 EPSDT Services

: xRetmns EPSDT treatment services by requmng that EPSD'I‘ coverage be equalent in amount,
duration and scope to beneﬁts in eifect as of Iune 1, 1996 ‘ ‘

»  This amendment nommally restores treatment services for children, but does not
: provude any assurance that children will receive these necessary servnces as long as
fundmg is msufﬁcxent and Federal rlght of actlon is repealed ‘

- nt Durz onandS eofSe

“ "”{.’Retams current requxrements that the amount, durauon and- scope of covered services be
. “a.dequate to serve Medicaid enrollees :



' This amendment retains 6ixly part of th'evénrr'ent guaranfe‘e of a meaningful benefit
package. Without comparability and statewideness rules, States could create benefit
packages that differ across ehgﬂ)lhty gmups, such as dlsab!ed enml!m and :
chlldren. ' . :

HC RHC mce

Retains FQHC and RHC services as mandatory Medxcsud services, repeals cost-based o
reimbursement for FQHC/RHC services, and requires States to gudrantee that FQHCs and RHCs
17 receive 95 percent the higher of FY 1995 or FY 1996 spending. This permanent set-aside could

not be waived. -Allows States to establxsh separate solvency standards for FQHC/RHC-controlled
health plans. : : , , .

«  FQHC/RHC ser?:ces are ‘guilrante‘ed” only to the extent that oihér services are
' “guaranteed” — and without adequate fundmg or a Federal nght of actmn, no .
services are truly guaranteed” - S :

Mgg;gg Health ngce ’

. Reqmres States to estabhsh treatment limits and cost-shanng for semces trcanng mtmtal x]lness
that are equxvalent to limits on services that treat other condmons ‘

- This requxremeut explicitly proh:bnts a Federal nght of actnon, and therefore

provxdas no real guarantee of equal treatment — or even adequate coverage -~ for
people with mental lllnesses » :

B h}(simr_x Assistants:
- Adds phymclan assmtant semces asa Medmaxd service.
> L This ameudment enhances the hst of potentmlly avanlable Meducand servnces but
' does not provide any assurance that enrollees will be able to access this or any other
| semce, as long as fundmg is msuﬁ'iclent and Federal right of actlon is repea!ed
Finanéiag o RO R
Blgglc Grant ng;gu}

‘ Techmcal amcndments conect errors in the ongmal block grant formula The bill now conforms
" to GAO s state-by-state estimates. - ,

3 P Thwe changw do ot alter Athe“bas‘ic'st,m‘i:‘fﬁrg of the program—it’s i‘u‘illk about 97 .



http:cost-slia.ri.ng

percent block grant and 3 percent Inmted umbrella fund that is available for only |
One yeal‘ . : Lo

. Déggﬁons and Taxes

Retams current restrxcnons on States’ use of voluntary donatxons and prowder taxes to generate
. State share : ‘

The contmuatxon of current law restnctwns would ensure that States must use. - -
“real” dollars to match blnck-grant funding. - co

. Limitagion on U of Fun

K C!anﬁes that States may not use thelr Medxcmd allotments to supplant services that are currently ‘
- financed through state—only dollars. A '

 This restriction wauld prohlblt States from using hmnted Medma:d funds tore- -
ﬁnance other State health programs. :

nta.l Poo -fo 'Und ented

~ Shifts fundmg for the suppiemental pool for services promded to undccumented ahens forward by
* one year, from1997-2001 to 1998-2002. Distributes funding from this pool based on the

. proportion of undocumented aliens compared to total State populanon, rather than total number
of undocumented aliens residing in the State ,

Increases fundmg for the supplemental pool for Indlan health semees by $551 mﬂhon over ﬁve
i, - years. This increase is offset by a similar decrease in the supplemental ﬁmd for undocumented
o ahens (Note: The Conumttee agreed to seek an altemauve oﬁset )

‘ ; " These changes redistnbute limited supplemental fundmg pools across the Statw.
' They do not incréase overall Féderal payments to the States and do not address the
‘ madequacy of the block grant fundmg mechamsm. :

| ‘Beneficiary .Fix’xéiici.al Liabilitj o

ACos't'-S ngm ing -

© Restores some hnntatzons on beneﬁcxary cost-shanng Retmns current-law restnctmns on cost-
sharmg for “guaranteed”™ popu]atxons and services; but allows States to mlpose sliding-scale

- copayments for opuonal scmces prowded to opuonal populatmns

"+ These changw would mtore ﬁnancxal protectxoms forMedlcmd benef cmnes for -
many sen ices. HoweVer, they do not protect beneﬁc:anes from out—of-pocket i



i halnhty for servmes that States ‘may choose not to cover, gwen the i‘manclal pmsure
of the under-funded block grant. - ' o L

ng_xmf“‘ iy Farms

‘Clanﬁes that States may not placc liens agamst farmly farms -- and cndanger the commumty
spouse --853 condmon of ehgxbixty for long term care serwces A :

Commumty spouses would have addmonal pmtecuon but not a nght to sue the
~ State in Federal court n‘ the State vxolntes tlus provnsmn. - f :

i
e

Tru§_t§ for Dtgbled Indmdua]s

.....

Restores current prolnbmons agamst States coﬂectmg from trusts that are estabhshed for dlsabled;
mdmdua.ls urider age 65. =~ - : : :

antammg current law for these trusts would prov:de addmonal protectlon l'or -
dnsabled mdmduals . ’

Bgl_ag_lce Blllmg

. A Proh:blts balance bnllmg and protn‘bns prov:ders ﬁ'om denymg care based on panent s mabmty to
.pay cost-shanng or other charges ‘ ‘

: - " This change would ensure that beneﬁcxanes wnll not be charged excess fees above

i the Medicaid rate or be denied access to care because they cannot make a
' copayment. o
“d.uiaﬁty Standards

Mg;_lgged Carg

Adds quahty and program standards for Medwaxd managed care programs, mcludmg chmce of
plan, reporting and access standards, based on S. 839 (Chafee-Graham-Conrad). Requires States _‘
- to-implement quahty improvement programs and contract for mdependent qua.hty reviews of ‘
i ‘mana.ged care plans » -

S S These standards w0uld help ensure that managed care enrollm - ncarly one-thlrd :

“77 of currént Medicaid enrolleés — receive high-quality health services. These .

‘ ‘standards are partlcularly nmportnnt since States would be under extreme ﬁscal
‘prcssure to contract with untested, low-»bnddmg health plans. o
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Estabhshes access standards, bascd on dxstance, for pnmmy care semces and nursmg facdmes

-E - These standards would help ensure reasonable geogrnphm access to neccssary healthv 1
: servnces. . , A

Intermgdiate Carg Facxhngg

Requ:res the Secretary to establish, monitor and enforce minimum standa.rds for ICF YMR. -
{37 Requires States to ensure compliance with federal health, safety and welfare standards for. |
ICFs/MR and ensure that treatment: services are based on an mdmduahzed plan to mamxmze

mdep endence

These reqmrements would help ‘to ensure quahty of care and snfety for ICFIMR o

e Nurse-Aide Trai‘liing
" Allows States to waive the restrlctlon on irammg of nurse-mdes in nursmg famhnes under certain

’cxrcumstances

» . Thls amendment largely conforms wnth the Pres:dent’s proposal and provndos States :;
thh additional administrative flexibility.” (Note: the amendment does not appear to
apply to Medncare and thus poses pmblems for dually—cernﬁed facﬂmes.) S

Y ~ Indlan Health
As amended thc bill cEanﬁes that States that recewe an allotment for Indlans may use it for tribes
3. and urban Indmu argamzanons as well as fcr ]HS : : s :

o L Thts change helghtens the nnadequacy ot‘ the specml grants fundmg, suace the funds SR
- would be stretched across mulnple types of pmwders. ‘ o

" The bill still Iumts specml grant funds to states wzth at least one ]HS famhty

e The blll still limits special grant funds to States with at Ieast one IHS faclllty, thus
exciudmg Cahfomm, which has significant Indlan populatlons and no IE[S facilities.
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REVISIONS TO ‘REPUBLICAN MEDICAID PLAN

" The House Commerce Committee’s approved changes to the Repubhcan Medicaid proposal may
- appear to improve the plan, but actually are minor or cosmetic in nature and, at the core, do not
-change the basic facts, This bill is still a block grant. It would do nothing to provide a guarantee
‘to coverage and a meaningful benefit package. The financing structure still puts states at risk for
- increases in costs associated with enrollment changes.

- Eligibility
Methodolo

State discretion to determine eligibility is restricted compared to the original bill. For example,
-certain methodologies and standards that are used in certain parts of the eligibility determination
‘process are required under certain circumstances (e.g., income and assets for determining
-eligibility for disability are specified, if states elect the SSI definition of disability).

However, the states still have enough choices to eliminate coirerage for many.

. Medicaid Coverage for Welfare Transition

Retains and modifies transitional Medicaid coverage for cmploycd former welfare beneficiaries for
twelve months. Eliminates the current 1998 sunset provision for this coverage, thus creating a
- permanent mandatory Medicaid eligibility category.

- This superficial improvement does not provide real guarantees of coverage — such
as a Federal right of action or any requirement for adequate benefits — for former
welfare beneficiaries.

- Eligibility Phase-In

Reinstates the eligibility phase-in of children aged 13 to 18 with incomes below poverty as
mandatory eligibles.

Children aged 13 to 18 appear to be “guaranteed” coverage, However, these
children have no real guarantee of coverage as long as amount, duration and scope
requirements and Federal right of action are repealed.

, Services

FOQHC and RHC Services

Retains PQHC and RHC services as mandatory Medicaid services and requires States to



I
The current restrictions on taxes and donations could be undermined after the first
two years because HHS would have no basis for denying waiver requests. There
" would be no evidence or analysis of abusive practices in the first two years of the
program and therefere no new information for developing criteria to use when
evaluating waiver requests,

;‘ Cost Sharing

“‘f he changes to the cost sharing provisions are extensive. They do in fact, limit the liability of
;Med.tcald patients for cost sharing in many instances.

However, as with other changes, they are cosmetic, not real. For every protection
that would be provided, there are conflicting provisions that would counteract the
effect of the proposed change.

'?Although the revised proposal would prohibit premiums for the guaranteed population, it would,
';%.f;at the same time, allow States to impose premiums, up to 2 percent of individual gross income,
<o all other Medicaid beneficiaries.

v Imposition of a 2 percent premium may not sound like much, but to a low income
e person, it is potentially a huge barrier to care.

The bill also permits cost sharing (nominal cost sharing for guaranteed populations,
and comparable to HMO cost sharing for other groups) for Medicaid beneficiaries.
It is possible that a preguant woman with a hospital episode of $5000, for example,
could still be at risk for a cost sharing payment of $300.

'}fi_-i'rhe bﬂl prohibits balance billing by providers.

It would nonetheless permit provxders to charge cost sharing, and would remove the
prohibition on denial of service to a beneficiary unable to pay the cost sharing.

 Indian Health

As amended, the bill requires States to include payment provisions for health services provided to |
- Indians in their State plans and requires States to consult with Indian tribes while deveiopmg the
*; State plan,

This change provides some minor procedural assurances but does not address the
inadequacy of the supplemental pool that appears toe be the sole source ol‘ Medicaid
financing for Indian health care.

New langﬁage clarifies that States that receive an allotment for Indians may use it for tribes and



guarantee that F QHCs and RHCs reeewe 85 percent of FY 1995 Spendmg on FQHC/RHC
. services through FY 2000. States could request lower set-aside amounts for later years. Allows.
tates to cstabhsh separate soivency standards for FQHC/RHC-controlled health plans.

These changes estahhsh a temporary funding guamntee for one type of safety-net
provider, but, because the set-aside is based on 1995 spending, the real value of this
guarantee would erode with time.

In addition, FQHC/RHC services are “guaranteed” only to the extent that other
services are “guaranteed” — and without amount, duration and scope requirements
and a Federal right of action, no services are truly “guaranteed™.

' ‘i’hgsician Assistants -

Adds physician assistant services as a guaranteed Medicaid service.
This amendment enbances the list of “guaranteed” services but does not provide any
assurance that enrollees will be able to access this or any other service, as long as

; amount, duration and scope requirements and Federal right of action are repealed.
] .

f_Fihaﬁeing
" Block Grant Formula

. Lowers (by comparison to the original bill) the growth of state base allotments for 1997, and adds
' an additional layer of complexity to the already complex (40 pages of legislative language), block
- grant formula. The bill now conforms with GAQ’s state-by-state estimates.

No changes have been made to the basic structure of the program—it’s still about 97
percént hlock grant and 3 percent limited umbrella fund that is available for only
one year.

. Donations and Taxes

Retains current restrictions on States’ use of voluntary donations and provider taxes to generate
- State share. Permits HHS to waive these restrictions, at State request, after the first two years.

- Requires GAO to study States’ use of tax and donation schemes under the revised Medicaid

- program.

The extension of current law restrictions would ensure that, for at least the first two
years ‘before the waiver authority begins, States must use “real” dollars to match
block-grant funding; Exactly what GAO would study while these practices centmue
to be prohlbxted under the rcvxsed financing structure is unclear.
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':urban Indlan orgamzanons as weil as for LHS

. Tms change heightens the inadequacy of the special grants funding, since the funds
wnll be stretched across multiple types of providers.

’ -ihe bill stxll limits special grant funds to states with at least one [HS facility.

The bill still limits special grant funds to States with at least one IHS facility, thus
excluding California which has significant Indian populations and no IHS facilities.

tNurse-A.ide Training

B Allows nurse-aide training programs to continue in certain rural nursing homes, including those
.. -1 that are subject to an extended survey for quality deficiencies. A similar provision was included in
.)the Medicaid portion of the President’s balanced budget proposal.

., This amendment largely conforms with the President’s proposal and provides States
* with additional administrative flexibility. (Note: the amendment does not appear to
. apply to Medicare and thus poses problems for dually-certified facilities.)




: Medicmm 1|

3.

4.

Base: . Setinlegislation (sort of siates” choice of1993 1994, 1995, but not
exactly)

“Needs-Based Amount®

Produot of:
Number of poor peOplc in a sta*e and
b. Stateaadjusted national Med:Grant spendmg per poor person

Adjustcd for: .
“State’s casemix index (ranges from 0. 910 1. 15)

_ L R Medicare hospital wage index times 0.85 plu5015-—--«~»-~'-* e

Floors and Cellmgs
The Nceds Based Amount is compared to the Base tQ yield a growth rate,

That gmwth rate cannot be :

Greater than cexlmgs ' ‘
: 125% of the natlonal rate for most states

150% of the nauon& :ate for 10 states with the lowest
federal funding per poor person (e.g.; FL, CA)
‘Less than the floors
' 3% for most states
90% of the hationa) rate for states with certain rates

Almost all states are at their floors and ceilingsfor the 1996 to 2002
pemod Ne state gets & needs— based amount for full penod

Sealar: - . To ensure that the Federal budget target is hlt all states are multlphed by a
‘ o s;:a.a; or ratio. This occurs within the floor and ceiling growth rates.
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President’s Proposal

Per Capita Cap -
1. Base:
-2 Index: :

1995 total spending per beneficiary by group is calculated. ' ’
Excludes: DSH, Medicare cost sharing, and certain admin. costs

‘Base total spcndmg per -beneficiary is multiplied by the index — growth

rate constraint on per-beneficiary spending (set in legislation).
Savings from this proposal come from replacing the baselme spending

growth per beneﬁczary withthe index. - ..

3. Enrollment:

4. Federal Limit:

Indexed total spendmg per beneficiary by group is mulnphcd by
enrollment by group and then summed to yield one total limit,

Total limit is multiplied by the FMAP to yield the Federal limit.

DiSproﬁérﬁonaté Share Hospital (DSﬁ) 'Cllian'g“és

1. New Program: Federal DSH spending is set in legislation.
State allotruent is the national pool times the state’s share of low-income -
‘utilization days (Medicaid and uninsured hospita! days and outpt. visits)
States can determine whmh hospltals gets how much, but give priority to:
Hospitals with > 25% low-income utilization rate; and ‘
Kids’ hospitals with > 20% Medicaid inpatient ut1hzamon rate
Transition: The new state allotments are phased in to minimize disruption.
Total Allotment = Phased-Qut ' + Phase-In. ‘
1997 Allotment = (1995 Fed payments times 75%) . + {2000 Fed aliottnent times 25%)

1998 Allotment =
1999 Allotment =

2000 Aliotment = .

2. ‘ Pools:

(1995 Fed payments times 50%)  + (2000 Fed allotment times 50%)
(1995 Fed payments times 25%) = (2000 Fed aliotment times 75%)
(1995 Fed payments times 0%) < (2000 Fed aildtmem ﬁmes 100%) ,

' Undacumented Persons Pool: For 15 states ‘with hlgh number of

undocumented persons ($3.5 billion over the pcrlod)

Federally-Qualified Health Centers & Rqral Health Clinics Pool: For
supplemental payments ftjr these facilities (33.0 billion over the period)

Translﬁon Pool: For states to assist in transition to reformed program
($11.2 billion over the penod) :



Breaux-Chafee,Pfoposil
Medical Expenditure Limit

1. Base:  States’ choice of 1993, 1994 or 1995 total spendmg
PR Excludcs DSH, Medicare cost sharing, and certain admxn. costs

2. Growth-AdJusted Amount: -

The base (for 1997} or the prewous year’s growth-adjusted amount (for |
subsequcnt yeaxs) is muluphed by:

Inﬂatmn Adjuster Growﬂ* rate constramt (set in ‘cglslauon) and

Weighted Average Enrollment Gmwth Rate: Estimated prior to the
. start of the fiscal year and updatcd as enrollment data become available.
Adjusted for case mix.

3 | Umbrella: Pr‘ocess by which estimated errollment is reconciled with actual -~
: - enroliment. The adjusttngnt‘can be both upward and downward.

4. Held Harmless: :
The growth- adjuf:ted amount (adj usted by the umbrella) is compared to thc
base The total hmxt is winchever amount is mgher

5. Federal Limit: Total lmut is multlphed bv the FNLAP to yxeld the Federal lm'ut ’

- Disproportionate Share Ho:spital (DSH) Changes
1. New Program: Federal DSH spending is S¢t in 1égiéiation.

- State allotment is the national pool times the state’s share of low-income
utilization days (Medicaid and uninsured hospital days and outpt. visits)

A States can determine which hoSpitals\ gc.ts'liow much, but give‘pﬁority to:
Hospitals with > 25% low-income utilization rate; and
Kids’ hospxtals wnh > ”0% Medicaid *npatzent uuhzatlon rate

Transition: The new state allotm nts are phased in to minimize d13rupt10n :

: Total Allo ‘tux_nent'— hased-gz ; 4 sseIn |

1997 Allotment = (1995 Fedl payments times 75%) -+ (2000 Fed allotment times 25%) -
1998 Allgtment = (1995 Fed payments times 50%) , + (2000 Fed allotmant times 50%)
1999 Allotment = . (1995 Fed pa} ments. tlmes 25%) " + (2000 Fed allotment times 75%)

Hold Iiarmleséi »NQ state’s ailotmcnt can be less than 25% V'of its 1995 allotment.



Key Components to Medicaid Formula.

' Prcsid;:nt

V MediGrant

donations repeal

Governors Chafee-Breaux
BASE
Fixed or choice Fixed: 1995 Fixed: state-defined Choice: 1993, 1994, or | Choice: 1993, 1994, or
| | . 1995 1995
“ DSH in or out Out - In In - Out’
GROWTH ' | |
Inflation adjusted Yes No - | Partial (CPI “umbrella”) Yes
Enrollment adjusted - Yes | No Partial: no downward Yes
' : ' adjustment to cstimates; '
upward adjustments are
: . | notadded to the base
HOLD HARMLESS No Yes: Previous year’s |- Yes: Previous year’s Yes: Base amount
: - limit times the “floor” Hmit
| : growth rate (3%)
STATE = | N
CONTRIBUTION | ,
FMAP change - No Yes Yes No
Provider taxes & - No Yes Yes

No




- .How the proposal is different than & per caplta eap .

' Sxmple formala: L1ke the Govemors proposal, tlns proposal includes only thtec
' elements in the fundmg formula, each state s base enrollment growth, and an mﬂaﬁon
~ - adjuster. : :

State choice of base year: Like the Governors® proposa. it allows states to choose thexr

, base amount from 1993 1994 or 1995

Greater certnmtv. Like the Govemors proposal the propbsal requires that the state
allotments are determined in advance so that a state wﬂl have a sense of i its lnmt forthe .

coming ycar.

Hold harmless: Like the Governors' proposal, it offers the states a guaranteed minimum
allotment or hold harmless, Regardless of enrollment changes, the allotment will not fall
below the state’s base amount (note: for the Govemor proposal the hold harmless is
the prekus year 8 allotment) ,

) How the proposal is d}fferent than the bluck grant proposal (Melemnt)

Adjusts for enroliment chnnge5° Like the Govemors proposal the plan adjusts the

| fundmg limit when énrollment growth chanc'es'

‘ Ad;usts for mﬂatmn' Lﬂce the Govemors’ proposal this proposal will change the state

limit if inflation occurs. This takes states off the hook for cost growth rcsultmg for

'une\*pectud economm changes

Mamtmns state contribution to Medicaid. The proposal does not change the Federal -
state matching rate. This means that the Federal and state governments share cqually in_
the savings from the proposal. Nor does it permit the use of provider taxes and .
donations, which'have been outlawed because of their huge effect on Federal Medzcaid .
cos: growth in the late 1980s and early 1990s. Both MediGrant and the Governors® -
redeﬁne and reduce the state contribution to Medlcald ' :

L 'How the proposal is different than the Governors proposal e

More targeted DSH funding. ‘This pmpOSal does not fuuy mcorporaxe dispropomonate
share hospital (DSH) payments into the funding formula. Folding this money into the
base actually rewards states who had been abusing the system. Instead, it reduces and
retargets DSH allotments to states with high needs. It also dedicates a portion of DSH
funding to deficit reduction and to a hold harmlecs s0 that s‘cates retain a third of thelr
DSH funds for general use. N :

Umbrella ad;nstments that go up as well as down: The Govemors -plan adjusts the A

" state allotments for unexpected incteases in enrollme*lt growth, but not for unexpected

decreases. This plan fu.ly adjusts the allotmants for cnrollment chang@s (subj ect to the'
hold harmless).



Medicaid Fmancmg Propos&l |

- The Medicajd ﬁnancmg proposal has two.components:

. ‘A limit on Federal Medicaid spending on mcdical assistance (health benefits) and

. _ A reduction and retargeting of thc Medicaid spendmg on dlspropomonate share hospitals
(DSH). ‘

AMEDICAL ASSISTANCE LIMIT:

The total amount of state medical assistance expenditures that the Federal government will match
will be limited, States will keow in advance the preliminary Federal limit or “allotment”. The
allotment will be revised when data on enrollment for the year become available. The quarterly

grants to states will be consistent with the limits. Each state’s allotment will be the greater of:

(A) the base amount or :
(B) the growth amount plus the umbrella adjustments

The base amount for each state mcludes the e‘«‘pend,tur&s subJ ect to the hmlt for 1993 1994 or
1995 (the year chosen by each state) o

The growth amount for each state is the product of three xiumb'ers:

(A)  Previous year's allotment (the base amount for 1997) plus the umbrella
adjustments,

(B) the inflation adjuster, and ‘

(C)  the estimated weighted average enrollment growth rate.

" The. inflation adjuster is a growth-rate limit on the Medicaid spyendmo growth due to
health care- mﬂatlon utilization and quality changes. It is set in legislation as the sum of -
the consumer price index (CPI) for prevmm 12 months and a Speblﬁed adjusmlent factor, -

The estzma:‘ed wezgkted avergpe emollmerzt grow:‘:': rate 1s used to ad_;ust base year
spending and subsequent year allotments for enrollment changes. It is one rate that is
composed of the specific enrollment growth for four groups of Medicaid enrollees: aged,

. disabled, adults and children. It is estimated in advance of each fiscal year by the
Secretary. As the actual enrollment information becomes available, it is foldcd into the
formula through the umbrella adjustment, : ~

The umbrella ad;ustment is the mechanism for adjusting the preliminary allotments to account
for the actual enrollment trends. Umbrella adjustments ocour midway through the fiscal ycar

' and at the end of the ﬁscal year when the actual enrollment grcwth is krwwn



c "“Pmcess for Determmmg Medncal A.smtanoe Lmnts' Lo &0 s xh
" The Secretary of Health and Hurrian Services is pnmarily responstble for detenmmng the * .

- medical assistance limits.” “The Secretary will ptoduce: (a) a preliminary allotment for each
.. state, prior to the start of the fiscal year, (b) an interim allotment halfway through the fiscal year - ..
- to account for more recent enrollment trends, and (c} a final allotment at the close of the ﬁscal '
year which incorporates.actual enrollment growth. “The prehmmmy allotment will be updated

through the “umbrella adgustment which reconciles the estimated enrollment growth with more
recent trends (interim allotment) and the actual enrollment growth i in the state (final allotment). -

- ‘:. The Secrﬂtary will make the growth estimate based on (a) state. estimates of em‘ollment growth
-~ (b) Medicaid. eligibly criteria and staidards in each state, () leglsiatmn enacted or pendmg in
,each sta,e, (d) hlstoncal trcnds and (e) g;encral economlc trends. e . .

o DISPROPORTION ATE SHARE HQSPITAL (DSH) LIMITS “ P
~ The baselme Dlsnropomonate Share Hosp1tal (DSH) mndmg is d1v1ded into; three dxfferent uses:

i

" v_A( ) Deﬁmt reductmn, , SR
{B) A targcted DSH program, az:d

k(C) General medloal assxstancc B

o Deﬁcxt reductmn wﬂl aocouvt for about one thzrd of currert DSH payments

The targeted DSH program vml allocatc a share of a ﬁxcd Pcdsml fundmg pool to states based
on their share of low-income uuhzauon days in eligible. hos;ntals The share is determined by .-
the state’s percent of the nation’s inpatient days and outpatient visits for uninsured and Medicald

panente States will still contribute to the program through matching payments (usmg the current_
' 'matchmg rates) Fundmg bcgms in 1997 and 15 fully phased in by 2000 ‘ )

e

, There would also scnaratc stréams of fundmg mthm thc DSH program for (a.) states with hzgh
: numbers of unaocumented persons and (b) Federally—quahﬁed hiealth centers and rural health

~chmcs .The 15 states with the hlghcst number of undocumented persons would gat a

prcpomonate share of 2 $3 billion pool Over a five-year'period for payments for emergency care -
 for this populatmn Addmonally, 2 $3.5 billion pool ($500 miillion per vear) would be -

established to supplement paymerits to F ederally- quahﬁed health centers and rural hea]th chmcs .

. Both pools are 100 percent Federally ﬁmded

" Theé amourt of D&I—I for general medicai asststance is calculated as a percentage of the 1995 '
: Federal payments to states. Itis considered as an add-on to the Jifits descnbed earlier. Ttis
f;ncluaea in neither the base nor the g*owth amounts for the purpose of tne allotmcnt calculanon

: States w1L stﬂl confnbute matchmg payments for thls mnount IR - :



