
, . 

'. i 
NATIONAL SENIOR CITIZENS LAW CENTER 

1~15 H STREET, N.W., SUITE 700· 
WASHINGTON, D.C. 20006 

TElEPHONE: (202) ~87-5280 FACSIMILE (202) 785-6792 

WASHINGTON, D C 
BURTON D. FRETZ 

EXECUTIVE DIRECTOR 

September 30, 1996 

Chris Jennings 
Special Assistant to the President 
for HealtlI Policy Development 
Domestic Policy Council 
Old Executive Office Building 
Room 213 
1700 Pennsylvania Avenue, N.W. 
Wash~ngton, D.C. 20500 

Dear Chris: 

As a follow-up to our recent telephone conversation, I have enclosed a copy of a letter' 
and memorandum sent to Bruce Vladeck last week regarding the impact of welfare reform on the 
Medicaid program. The memorandum, written by myself and Claudia ~chlosberg of the 
National Health Law Program, identifies several key "first order" issues and provides an analysis 
to support the President's policy objective to minimize the harmful effects of welfare reform and 
protect Medicaid beneficiaries' access to health care . 

.·We understand that HCFA ~ntends to issue guidance to the states by mid-October. Under 
the circumstances, w~ would like to set up a meeting with you at your earliest convenience to 
discuss our concerns and explore the various options that are currently under consideration. 
Claudia or I will callyour office to follow-up. 

Sincerely, 

~ 

encls. 

LOS ANGELES OFFICE: SUITE 4230, 777 SOUTH FIGUEROA STREET, LOS ANGELES, CALIFORNIA 90017 • (213) 236-3890
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National Health Lavv' Program, Inc. 

MAIN OFFICE 

September 24, 1996 2639 South La Cienega Boulevard 
Los Angeles. California 90034 

(310) 204-6010
Bruce Vladeck, Administrator Fax #: (310) 204-0891 

Health Care Finance Administration 
BRANCH OFFICES

Department ofHealth .and Human Services l!n5 H. Street, N.W. Suite 70S 
200 Independence Avenue, N. W., Room 3140 Washington, D.C. 20006 

(202) 887-5310Washington, D.C. 20201 . . Fax #: (202) 785·6792 

Dear Mr. Viadeck: 211 N. Columbia St. 2nd Floor 
Chapel Hill. NC 21514 

(919) 968·6308 

Since the inception of-the Medicaid program in 1965, eligibility for benefits has been Fax #: (919) 968-8855 

closely linked to receipt ofcash assistance under Title iv-A (AFDC) and Title XVI (SSI) of the 
Social Security Act. As a general rule, families with children on AFDC and aged, blind and 
disabled individuals receiving SSI were. deemed categorically needy and therefore eligible for 
Medicaid benefits. The enactment of the Personal Responsibility and Work Opportunity 
Reconciliation Act of 1996 (p.L. 1 04-192) (hereinaft~r the "welfare law") however, ended the 
AFDC entitlement, limited eligibility rules for children's SSI and introduced major restrictions 
on receipt of public benefits by legal iinmigrants. Notwithstanding these "enormous changes in 
the cash assistance programs on which Medicaid was originally. based," as you recently noted, 
"the Congress. explicitly protected current Medicaid eligibility, coverage, and other policies.1I1 

Thus, "Medicaid's essential role as a health care safety net for all American families has been 
overwhelmingly reaffirmed, as.has its basic structure as a federal-state partnership~"2 

However, the welfare law is complex. States that do not fully understand their options or 
their legal obligations to Medicaid beneficiaries who lose cash assistance wider the welfare law 
may take action that will result in the loss of benefits for millions. The Congressional interest in 
preserving Medicaid thus will be undermined .. To minimize the risk that states will act 
precipitously, HCF A must issue guidance to states to clarify these ambiguities and assure that 
beneficiaries' rights are not abrogated. . 

The attached memorandum -identifies several key "first order" issues and reflects the 
analysis and experience of Medicaid and immigration experts from around the country who 
represent the interests of a broad spectrum of Medicaid beneficiaries. Based on our analysis~ we 
believe that HCF A should issue policy directives .to states that encompass the following: 

'HCFAHealthwatch, Vol. 2, No.1, at 2 (S~ptember 1996).. 
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. September 24, 1996 

.. . The loss ofcash assistance under the AFDC or SSI programs does not result in automatic 
termination from the Medicaid program. States must undertake an automatic, ex parte 
redetermination ofeligibilitY and, ifa beneficiary'S eligibility is not otherwise 
established, issue timely and adequate notice and provide an opportunity for hearing. 
Pending final determination, Medicaid benefits must be continued. 

Qualified legal aliens who lose SSI cash assistance remain categorically needy and 
therefore eligible for Medicaid unless a state opts to end coverage. This is because the 
state's authority under Section 402(b)(I) to determine the eligibility of nonexempt 
qualified aliens to MedIcaid relates only to the general issue of eligibility. or ineligibility 
on the basis of alienage. States do not need to expand their existing Medicaid programs 
to continue coverage for these otherwise qualified aliens .. 

.. 	 As a matter of sound public health policy, reporting and verification requirements in the 
welfare law must be construed narrowly. 

.. 	 HCF A must instruct states that aliens, regardless of immigration status, remain eligible 

for em~rgency medical' care including care and treatment for labor and deli very. 


.. 	 Under Section 114, states with waivers that affect eligibility for medical assistance have 
the option to continue the waiver after the date the waiver would otherwise expire or 
dett:!IDine eligibility based on AFDC criteria in effect as of July 16, 1996 .. Section 114, 
however, does not repeal Title XIX. . 

It is our hope that HCF A will give our analysis due consideration and incorporate it into 
its policy directives to states. We are also requesting that HCF A establish a: mechanism for 
continued dialogue aroUnd these and other pressing issues so that we can continue to share our 
expertise and provide HCF Awit~ analysis and commentary throughout the implementation . 
process. 

. erely, 	 .. .. ~~~O-...... --.... 
.,.~laudia Schlosberg. . .. 

National Health Law Program .. 

!~71~1~ 
Trish Nemore 
National Senior Citizens Law Center 
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CHmdia Schlosberg, National Health Law Program 

Trish Ne~ore, National Senior Citizens Law Center 


Introduction 

This memorandum identifies several key "first order" issues concerning the 

implementation of the PersOlial ResponsibilitY and Work Opportunity Reconciliation Act of 

1996, (P.L. 104-192) and its effect on Medicaid. The analysis is premised on the principle that 

while the welfare law makes radical changes in the structure ofwelfare programs and creates 

major 'new restrictions on ~eceipt of public benefits by legal immigrants, the ~tructure of the 

Medicaid program was left intact. In order to implement the new welfare policies and 

restrictions, states need not and cannot alter or amend their Medicaid programs beyond the 

narrow changes authorized by this law. 


ISSUE ONE - DUE PROCESS REQUIREMENTS 

Policy; The loss of cash assistance under the AFDC or SSI programs does not result in 
automatic termination from the Medicaid .program. States must undertake an automatic, ex parte 
redetermination of eligibility and, if a beneficiary's eligibility is not otherwise established, issue 
timely and adequate notice and provide an opportunity for hearing. , Pending final determination, 
Medicaid benefits must be continued. . 

Rationale: Under the welfare law, families with dependent children, certain children on SSI and 
'lawful aliens willno longer be eligible for cash assistance under the AFDC and SSI programs.' 
The loss of cash assistance, alone, however, does not result in automatic termination from the 
Medicaid program. To the contrary, federal regulations establish that Medicaid beneficiaries 
must continue to receive benefits until tliey are found ineligible. 42 C.F.R. Section 435.930. 

, The general rule is that states must redetermine eligibility before finding that a recipient can be 
terminated. Specifically, 42 C.F.R. 435.916 requires that the state agency responsible for 
administering the Medicaid program must promptly redetermine eligibility when it receives 
information about changes in a recipient's circumstances that mayaffect his or her eligibility. 42 
C.F.R.435.916(c)(l). Under 42 C.F.R.'Section 435.916(c)(2), "[i]fthe agency has information 
about anticipated changes in a recipient's circumstanceS, it must redetermine eligibility at the 
appropriate time based on those changes.'~ (Emphasis supplied). In other words, states cannO,t 
terminate Medicaid based on an anticipated change in a recipient's status. States must wait for 
the change to actually occur and then proceed with the requiredredetennination. 
Redetermination reviews, moreover, are conducted ex parle. Massachusetts Assin of Older 
Americans v. Sharp, 700 F.2d 749, 753 (1983). 

If the Medicaid agency reviews the recipient's case and makes a determination that the 
recipient is nq longer eligible, the Medicaid agency must still provide the beneficiary with notice 



and an opportunity for hearing, prior to the actual termination of benefits. 42'C.F.R. Sec. 
435.919. Specifically, "[t]he agency must give recipients timely and adequate notice o(proposed. 
action to terminate, discontinue, or suspend their eligibility or to reduce or discontinue services 
they may receive under Medicaid.," 42 C.F.R Section 435.919(a). The notice also must meet the 
requirements Of 42 C.F.R. Section 431, Subpart E., M. at Section 435.919(b).: The requirements 
ofSubpart of E of Section 431 set forth in detail the notice and fair hearing requirements of the 
Medicaid program. These procedural requirements, are based on the Constitutional requirements 
of due process of law, Goldberg v. Kelly, 397 U.S. 254 (1970), and are fundamental requisites of 
the Medicaid program. Federal regulations therefore provide that at the time of any action 

, affecting a recipient's claim,'the State must provide the recipient witl} written. notice stating 1), 
what action the agency intends to take, (2) ,the' reasons for the intended action, the specific ' 
regulations that supp~rt the action and the recipients right to a hearing. 42 C.F.R. Section 
.421.210. With limited exception, recipients must be notified at least 10 days before the dateof 
action, 42 CF.R. Section 431.211, and the state must provide a hearing to "[a]ny recipient who 
requests it because he believes the agency has taken ,action erroneously." 42 C.F.R. Section 
431.220(a)(2). 

Significantly, Medicaid benefits must continue during the redetermination process, 42 
C.F.R. Section 435.930(b), and at least ten days after notice of ineligibility is mailed to the 
recipient. 42 C.F.R. Section 431.21 1. If the recipient requests a hearing before thedate of 
action, however, Medicaid beriefitsmust continue pending a decision following the hearing. 42 
C.F.R. Section 431.230. The agency also has discretion to reinstate benefits pending a hearing, 
decision if the request for hearing is made not more than 10 days after the date of aCtion. 42 
C.F.R. Section 431.231. These procedural proteetionsin the Medicaid program have not been 
abrogated by any pr6visions of the welfare law. Furthermore~ they apply to all individuals who 
qualify for Medicaid under any eligibility category. Massachusetts Ass'n of Older Americans, 
~at753. 

, , 

Accordingly, HCFA must notify States that the loss of cash assistance does not trigger an 
automatic termination from the Medicaid program. Instead, states must conduct an g parte 
redetermination of eligibility. If it is determined that Medicaid eligibility is not otherwise 
established, the state must comport with due process and issue notice and provide the be'neficiary 
withthe opportunity for a fair hearing. 

ISSUE TWO - THE STATUS OF QU~IFIED LEGAL ALIENS WHO LOSE SSI CASH 
ASSISTANCE 

Policy: Qualified legal aliens who lose SSI cash assistance remain categorically needy and 
therefore eligible for Medicaid unless a state opts to discontinue coverage. This is because the 
state's authority under Section 402(b)( 1) to determine the eligibility of non-exempt qualified' , 


, aliens to Medicaid relates only to the general issue ofeligibility or ineligibility on the basis of 

alienage. States do not need to' exp~d their existing 'Medicaid programs to continue coverage 
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1,. 
for these otherwise qualified aliens. 

a.States need only act affinnatively if they optto discontinue coverage. 

Section 402 (a) makes clear that only qualified aliens who are refugees and asylees, 
veterans or on active duty or,who have worked for 40 quarters remaiheligible for SSI cash 
benefits. Under Section 402(b)(2), these same qualified aliens' remain categorically needy and 
therefore "shall be" eligible for Medicaid (as well as other "designated federal programs"). The 
question ofwhether other qualified aliens who lose SSI cash assistance under Sec. 402 (a) remain 
eligible for,Medicaid is controlled by Sec. 402 (b)(1). In pertinent part, Section 402(b)(1) 
provides: "Notwithstanding any other provision of law and except as provided in section 403 and 

. paragraph (2), a State is authorized to detenninethe eligibility of an alien who is a qualified alien 
(as defined in section 431) for any designated Federal program (as defined in paragraph (3))." 
Section 403 bars new legal immigrants (with some exceptions) who enter the country on or after 
the date of enactment from receiving most federarmeans-te~ted benefits for five years. Section 
402(3) defines the t~nn "designated Federal program." In pertinent part, "Medicaid" is defined 
as "[a] State plan approved under title XIX of the Social Security Act, othetthan [emergency] 
medical as~istance described in section 401 (b)(l)(A). 

" ' 

"As in all cases involving statutory construction, the 'starting point ml;lst be the language 
employed by Congress. '" Lynch v. Rank, 747 F.2d 528, 531 (I 984), guotin~ Reiter v. Sonotone 
Corp., 442 U.S. 330, 337. 99 S. Ct. 2326,.2330, 60 L.Ed. 2d 931 (1979)). Faced with a statute 
containing'''plain and unambiguous language~" a court should ordinarily simply "enforce it 
according to its tenns." Ciampa v. Secretary Of Health and Human Services. 687 F.2d 518, 524 
(1st Cir. 1982), ~Mass. Financial Services. Inc. v. SIPC, 545 F.2d 754, 756 (1st Cir. 1976), 
guotin~ Oiminetti v. U.S.. 242 U.S. 470 (1917), cert. denied. 431 U.S. 904 (1977). ' 

Here, the language of the statute Clearly authorizes states to detennine the Medicaid 
eligibility ~f qualified aliens (other than· those excepted under Section 402(b )(2)). In other 
words, states can decide to continue Medicaid eligibility of qualified aliens under the state's 
Medicaid plan. Some have argued however that section 402(b)(I) automatically tenninates 
benefits for qualified aliens and that states desiring to continue coverage will have to take 
affinnative action including enacting legislation to do so. The language of Section 402(b )(1) 
however does not plainly address this issue. Where, as here, the meaning of the statutory 
language is ambiguous, congressional intent is ascertained by examining materials extrinsic to' 
the statute such asthe statute's legislative history. Moore Bayou Water Ass'n Inc. y. Town of 
Jonestown, 628 F.Supp.1367 (N.D. Miss. 1986). . 

, As that legislative history reveals, the original House-passed version of HR-3437 barred 
qualified aliens (with some exceptions) from receipt of SSI, food stamps and Medicaid. Included 
within the House bill were provisions that allowed beneficiaries who were receiving benefits on 
the date ofenactment to continue t6 receive them for at most one year. If, after a review, the 
qualified alien failed to meet an exceptional category, benefits would cease, immediately. States 
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were also given Kthe option.of endi.ng cash welfare payments and sociaLservice·benefits for 
current recipients after January 1,1997." H.R. Conf; Rep. No. 725, 104th Cong. 2nd. Sess 380 
(I 996}. The blanket bar to Medicaid however was rejected by the full Congress in the final vote 
on. the bilL Instead, Medicaid was incIilded with cash welfare and social services as benefits that 
states could opt to terminate. Furthermore, the final version of the law retains the House 
provision prohibiting states from taking action to terminate benefits for current enrollees prior to 
January 1, 1997 .. Sec.402(D) 

The language of Section 411 is further evidence that Congress did not intend States to 
terminate qualified aliens' Medicaid benefits automatically or to require states to enact legislation 
in order to provide Medicaid benefits to these enrollees. Under Section 411(a), Congress clearly 
pronounces that illegal aliens are not eligible for most State or local public benefits. In Section 
41 1 (d), however, Congress authorized states to optto provide such benefits but makes clear that 

. states can exercise this option "only through the enactment of a State law after the date of the 
enactment of this' Act which affirmatively provides for such eligibility." Section 411 (d). Had 
Congress wanted to require States to enact legislation in order to provide Medicaid benefits to 
non-exempt qualified beneficiaries, Coilgresscle3!ly knew how to draft such a provision. 

Finally, as is discussed in Issue #1 above, due process and the explicit requirements of the 
Medicaid program require that States conduct redetermination reviews.and provide notice and an 
opportunity for aJair hearing before Medicaid benefits are terminated. Nothing in the welfare 
law nullifies these procedural protections. The only provision which is arguably relevant is the 
phrase in Section 402(b)(1): "Notwithstanding any other law ...." This provision however. 
cannot be read to mean that the procedural due process protections of Title XIX and the U.S. 
Constitution are nullified. As the Supreme Court has noted on frequent occasion, "such 
indefinite congressional expressions cannot negate plain statutory language and cannot work a 
repeal or amendment by implication." S1. Martin Lutheran Church V. South Dakota, 451 U.S. 
772,788,68 L.Ed. 612, 623,101 S.Ct.2142 (1981). This long-established canon of construction 
moreover, "carries ~pecial weight when an implied repeal oramendment might raise 
constitutional questions." Id. See NLRB v. Catholic Bishqp of Chicago, 440 U.S. 490, 59 L.Ed. 
2d 533,99 S.Ct. 13i3 (1979); Brown v. Consol. RaiICorp., 605 F. Supp. 629 (N.D. Ohio 1985 
)(where a statute i.s created to afford protection, passage of a later piece of legislation that at first 
glance may be construed to defeat earlier protections should not be deemed to repeal earlier 
conferred benefits). 

In sum, qualified legal aliens remain eligible for Medicaid, unless states opt to 
discontinue coverage. States need not take any affirmative action to maintain the status quo. 

b. States opting to cover qualified aliens under Section 402(b)( I) must comply with 
requirements of the Medicaid program. 

Section 402(b)(1) prov.ides "Notwithstanding any other provision oflaw ... a state is 
authorized to determine the eligibility ofan al~en who is a qualified alien ...." Section 
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\. . '. . , 
402(b )(1), however~ does not give states authority to selectively repealprovisio'ns of the 
Medicaid statute. As noted above, if Congre~s wanted to repe~l the Medicaid statute or give 
states authority to do so, it mustact "with Clear and manifest intent." Watt v. Alaska. 101 S. Ct. 
1673,451 U.S. 259, 68 L.Ed. 2d 80 (1981). Thus,Section 402(b)(l) must be construed 

. narrowly. Rather than a broad grant ofauthority to rewrite the Medicaid statute, it merely gives 
states the option of restricting eligibility on the basis of alienage Q.UlQ.t. Support for this 
position is foUnd in Section 433 (a)(l ), which provides: . . 

Nothing in this title may be construed as an entitlement or a. 
deteqnimition of an individUal's eligibility or fulfillment of the 
requirements for any Federal, State, odocal governmental 
program, assistance, or benefits ..For purpose of this title. 
eligibility relates only to the general issue of eligibility or 
ineli~ibility on the basis of alienage. 

(Emphasis added). 3 Accordingly, the only question for states is whether they intend to continue 
to provide Medicaid coverage for qualjfied aliens or not. If a state chQses to continue coverage, 
it must comport with all Medicaid provisions '(unless waived) including those regarding 
eligibility, statewideness and comparability. 

c. States continuing coverage for qualified aliens who: lose SSI cash assistance may 
continue Medicaid coverage under the state's existing state plan. 

Under Section 402(a), qualified aliens who are neither refugees nor asylees, veterans nor 
on active duty in the armed forces or who have not worked 40 qualifiying quarters lose SSI cash 
assistance. Since SSI cash assistance recipients are deemed categorically needy under the 
Medicaid program, the loss of SSI will trigger a redetermination and could lead to a loss of 
Medicaid benefits. The loss of SSI benefits however is linked solely to the status ofthe recipient 
as an alien and not on any program eligibility requirement of Medicaid program. Thus, non­
exempt, qualified aliens who lose SSI cash assistance are in much the same situation as "Pickle" 
people who lost Medicaid because a Social Security cost of living increase made them ineligible 
for SSI, or families with stepchildren who lost Medicaid because AFDC deeming rules made 
them ineligible for AFDC cash assistance. In both situations, Medicaid was restored for these 
beneficiaries by "deeming" them eligible for the respective cash'assistance programs. Through 
this mechanism, these beneficiaries retained e1igbility as "categorically needy."4 The difference 

3 Thus~ the phrase "notwithstanding any other provision of law," must also be construed 
only to preclude operation of any law that would prohibit astate from l!ot providing Medicaid 
benefits on the basis of alienage. 

4Medicaid regulations incorporating the "deeming" requirements are found at 42 C.F.R. 
Section 435.113 (AFDC) and 42 C.F;R. Section 435.122 (SSI). 
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in the instant case is that Congress has delegated its authority to the States and given each state 
.. the option to continue providing Medicaid·benefits to these enrollees. 

The decision of a state to opt to continue coverage of non~exempt, qualified aliens, 
therefore,.is effectively a dec·ision to deem these individuals categorically needy and to continue 
to provide Medicaid as before.. Stated alternatively, a state:can continue to provide Medicaid 
benefits to qualified aliens who, "but for" their status as aliens, would be eligible for SSI cash 
assistance. 

Absent the deeming approach, states would have to redetennine eligibility of those 

qualified aliens losing SSI under another existing category of their Medicaid program. However, 

only 35 states and the District ofColumbia provide coverage to medically needy individuals, and 


. only 29 states and the District ofColumbia include optional categorically needy coverage in their 


.. 	 state plans~ At least six states have neither a medically. needy nor optional categorically needy· 

program. Thus, qualified aliens who lose SSI and who live in states without the full scope of 

optional Medicaid eligibility categories would lose Medicaid benefits ~ the state amended 

its State Plan. Under Medicaid rules, however, if the state provides Medicaid to any individual 


.. in an optional group, the state must provide Medicaid to al1indi~iduals who apply and are found 
eligible in that group. 42 C.F.R. Section 435.201 (b): Thus, in order to continue covering 
qualified aliens who lose cash assistance, states would actually have to expand Medicaid 
eligibility to all individuals within those other optional eligibility categories. Clearly, neither the 
automatic loss of Medicaid by recipients nor the mandated expansion of programs by states was 
intended by Congress. 

In sum, states should not have to expand Medicaid eligibility to order to exercise the 
option to continue to provide Medicaid benefits to non~exempt, qualified aliens who previously 
received SSI. To require states to do so would effectively nullify Congress' intent and would 
produce extraordinarily harsh results. Instead, HCFA must issue guidance to the states infonnirig 
them that if they opt to continue coverage for non~ex~mpt qualified aliens, and such aliens 

. qualify for SSI "but for" their alien status, they remain categorically needy under the Medicaid 

program. 


ISSUE THREE:· VERIFICATION AND REPORTING REQUIREMENTS 

Policy: As a matter of sound public health policy, reporting and verification requirements in the· 
welfare law must be construed narrowly. 

Rationale: The welfare law contains new provisions relating to reporting and verification of the 
legal status of immigrants. These provisions are already raising concerns in immigrant 
communities and will deter aliens from seeking and obtaining treatment, even when they are . 
lawfully entitled to care. To minimize the ad"erse impact of these provisions, HCFA must issue 
guidance to the States clarifying that these provisions do not impose any new req~irements on . 
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he(ilth providers and· do not eliminate the c~nfidentialitypiotections in the SAVE prpgram. Of 
particular importance is the need to instruct states that persons seeking Medicaid emergency 
medical care including women in active labor are exempt from verification requirements. This 
interpretation is clearly supported by the language and structure of the statute itself. 

in relevant part, Section 404 ame~ds Title IVA of the Social Security Act, 42 U.S.C. 
Section 601 et. seq. by adding a new section which states: 

-Each state to which a grant i~ made under section 403 [of the Social 
'SecUrity Act, 42 U.S.C. Section 603] shall, at least 4 times annually and upon 
request of the Immigration and NaturaliZation Service, furnish the Immigration 
and Naturalization Service with the name and address of, and other identifying 
information, on any individual who the State' knows is unhiwfully in the United 
States.. 

The welfare law contains similar reporting requirements for the Social Security 
Administration and Department of Housing and Urban Development. Significantly, however, 
there is no similar provision amending Title XIX or imposing any new reporting requirements on 
any health provider. Thus, by its terms, Secti(:m 404(b)'s mandatory reporting requirements 
apply only to the reporting ofpersons seeking AFDC services, not Medicaid services or health. 
care.5 . 

Section 432 provides additional support for maintaining the status quo with respect to 
undocumented aliens seeking health services. Under Section 432, the Attorney General, after 
. consultation with the Secretary of Health and Human Services, must promulgate regulations 
requiring verification that an alien, who is not a qualified alien, is eligible to receive services 
under Section 401 (b)(l). Section 432 further provides that n[s]uch regulations, to the extent 
feasible, require that information requested and exchanged be similar in form and manner to 
information requested and exchanged under section 1137 of the Sochil Security Act. n 

Section 1137 codifies the requirements ofthe current verification system, the Systematic 
Alien Verification for Eligibility (SAVE) program. Recognizing that access to emergency care is 
a public health imperative, SAVE exempts Medicaid emergency medical care from the 
verification requirements. 42 U.S.C. Section 1320b-7(t). In additi()n, the statute prohibits INS 
from using information obtained through the,verification system for civil i~igrationlaw 

5Arguably, these mandatory reporting requirements apply only when a person has sought 
AFDC benefits to which they were not entitled. See Doe v. Miller, 573 F.Supp. 461 (N.D.Ill 
1 983)(A provision requiring state AFDC agencies to report to the INS [persons who are 
ineligible to receive food stamps because they are unlawfully present were anti-fraud measures, 
requiring state to only report persons fraudulently seeking food stamps). In any event, Section 
404(b) requires agency knowledge. ,. ',' 
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enforcement. 42 U.S.C. 1320(c)(1) '. 

Although Section 4346 of the welfare:law appears to authorize an' "open season" for 
reporting to INS, the language of Section 434 fails to evidence a clear and manifest intention to 
repeal SAVE.' Nor does any other provision ih the law repeal SA\lEo Thus, Section 434 and 
SAVE must be read together. Read in this manner, Section 434 merely authorizes states and 
localities to exchange with the INS the information that they are currently authorized to collect. 

In sum, nothing in the welfare law changes current reporting requirements or restrictions 
with respect to unqualified or qualified. aliens seeking he~th care and benefits. , 

ISSUE FOUR: EMERGENCY MEDICAL CARE 

Policy: HCFA must instruct States that aliens, regardless of immigration status, remain eligible 
for emergency medical care including care and treatment for labor and delivery. 

Although undocumented aliens ~e baIred from most public benefits, Section' 
401(b)(l)(A) makes an exception for "[m]eclical assistance under Title XIX'ofthe Social 
Security Act ... for care and services that are necessary for the treatment of an emergency 
condition (as defined in section 1903(v)(3) of such Act)." Section 403(c)(2)(A) recognizes a 
similar exception for la~fill aliens entering the country after the act takes effect. . . . , ' 

Section 1903(v)(3) defines an emergency medical condition as "a medical condition 
(including laborand delivery)manifesting itself by acute ,symptoms of sufficient severity 
(including severe pain) such that the absence of immediate medical attention could reasonably be 
expected to result in -- (A) placing the patient's health in serious jeopardy, (B)serious 
impairment to bodily functions; or (C) serious dysfunction of any bodily organ or part." 42 
U.S.C.b(v). 

, . 

Although the conference report contains some language that might be construed to ' 
narrow this definition to exclude women in active labor, such an exclusion is not apparent on the 
face of the statute. In fact, the statute is unambiguous. The definition of emergency medical 
condition is the definition currently in ~ffect under Title XIX. Under well-:-established rules of 
statutory construction, indefinite Congressional expressions cannot negate the plain language of a 

6Section 434 provides: 

: Notwithstanding any other provision of Fed<;ral, State or local law, no State or 
local government entity may be prohibited, or in any way restricted; from sending 
to or receiving from the: Immigration and Naturalization Service information 
regarding 'the immigration status, lawful or :unlawful, of an alien in the United 
States. 
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statute. The language of the statute, and not the conference report, controls. ,St Martin'Lutheran 

Church v. South Dakota; supra. Accordingly, states must be instructed that FFP for treatment of 


. aliens who are experienCing an emergency medical condition, including active. labor and 
delivery, will be provided under the same terms and conditions as before the passage of welfare 
reform. 

ISSUE FIVE: WAIVERS 

Policy: Under Section 114( d), states with waivers that affect eligibility for medical assistance 

have the option to continue to apply the eligibility criteria under the state's waiver after the date 

the w~iverwould otherwise expire. Section 114(d), however, does not repeal Title XIX. 


Rationale: Section 114, the "Chafee-Breaux Amendment," contains critically important 

provisions designed to assure that low-income families continue to receive Medicaid. According 

to its chief sponsor, Senator Chafee, the amendment was designed to "assure.that no low-income 

mothers and children who are eligible for Medicaid under current law, under the existing law, 

will lose their health care coverage under Medicaid ifthe state lowers its eligibility standards for 

cash assistance or AFDC." Congressional Record, S8345, July 19, 1996. 


Sections and (a) and (b) direct states to use AFDC criteria in effect as of July 16, 1996. 

Section (c) addresses the treatment of transitional Medicaid, while section (d) refers to the effect 

of waivers. Specifically, Section 114(d) provides:· . 


In the case of a waiver of a provision of part Aof title IV with respect to a 

State as of July 16~ 1996, or which is submitted to'the Secretary before the date of 

the enactment of the Persomil Responsibility and Work Opportunity 

Reconciliation Act of 1996 and approved by the Secretary on or before July 1, 

1997, if the waiver affects eligibility of individuals for medical assistance under 

this title,such waiver may (but need not) continue to be applied, at the option of 

the State, in relation to this title after the date the waiver would otherWise expire. 
. . 

By its plain language, Section 114( d) merely gives states with waivers flexibility to 

continue using eligibility standards established in their approved waivers in lieu of rigidly 

applying the July 16,1996 income and asset standards and methodologies. Thus, if a state has 

established resource limits or income standards for purposes ofqualifying for welfare under a 

waiver that are different then the resource and income standards in effect as of July 16, 1996, and 

those standards also proyide a basis for receipt of medical assistance, the state can opt to . 

continue applying the standards as modified by the waiver. 


Section 114( d) does not authorize states to utilize eligibility criteria for Medicaid that is 

not now permitted under Title XIX, nor can Section 114(d) be read togive states the option of 

applying TANF eligibility criteria to the Medicaid program. Such an interpretation would 

effectively give states authority to selectively repeal requirements of the Medicaid program and 
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! 	 would 'undermine the' Congress~onal intent to· preserve Medicaid eligibility even if a state applies 
more restrictive criteria for TANF. 
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Interpretation of the Waiver Provision in Sedion 1931"";' Legal Analysis 

This pap£'r briefly summarizes the interpretation of section 1931~ as added to title 
XIX by section 114 of PL 104-193, and specifically the waiver provision in subsection (d) 
of section 1931, thatSenntor Cl1Z1fee and Sen<ltor Breaux helievewas intended by their· 
amendment. 

. . 

Subsection (b) of 1931 sets forth the g~neral rule o~ how eligibility for Medicaid 
Will be determined for those who have I..l'llalified for Medicaid based on their reCeipt of 
AFDC. It.provides th':H pers{'llls shall be eligible for n,edical assistance if they meet 
(1) the income ai1d r£'~ol.lfcc standards for determining eligibility under a state plan 

approv.ed under title IV-A usjng the standards and Ii1ethodologies in effect on July 16,f 

1996~ and (2) the stille plzm "deprivation", or family composition, rules as of July 16, 
1996. (Variation.s of these f,t~ndards and methodologies are perinitted under section 

. 1931{b)(2).) . 

W;hile the llH::.zlning (If the waiver proviSion in section 1931(d) is open to some 

interpretatiOl,\, it is ch:~;:u thJt section 193Hb) is the general provision establishing the 


. rules for how eligibility will bf;! determined <ind that subsection (d), addressing the . 
Issue of how waivers m,'I)' tl[feet eligibility determinations, is ancillary to that general 
provision. This interpretation is consistent with the conStruct of section 1931j .. 
subsection (b) is'set ~orth as thegeneri\l Ttlle Jnddoes not state that it is the ruleexce'pt 
as provided in subst'ction (d). hi.deed, there is nothing in section 1931 to suggest that 
subsection (d) was· intended to be .'pp1i~d in sllch a way as to override arid eliminate 
the guarantees established by the eligibility criteria set forth in subsection (b). 

The understanding oftht' lead spol1Snrsof the Chafee-Breaux amendment is that· 
subsection (d) grants. st<tLes thf;.' flexibility to rely on their waiver policies in applying the 
eligibility critcrul cstahli~h(tI ill subsection (b). In light of the fact thatsubsection (b) . 
establishes the general r\llt~s for determining eligibility for Medicaid (for the formerly 
AFDC-related population), the i110St reasonable construction ofsubsection (d) is that 

. the AFDC waivers de~cribed in that subsection (ie., waivers that I-'affect the eligibilitY of 
indiViduals for m~dical 41ss·istnllce under this title")'refer to those waivers that relate to 
the specific eligibility rules - thl;! inc,ome ilnd ,,~set standards and methodologies and 
family composition rules - that must new.' be applied to determine eligibility for 
medicalassistaHce Pur::-luU1t to 51.1bsection (li). In other words, under subsection (b) 
states must appliAFDC in('om.c nnd asset ~tandards and methodologies and family 
composition rules to I.ieterminf.:? eligibility fm Medicaid. However, under subsection 
(d), states have the i.1ption t~) apply the rlll~s they hnve developed through the waiver· 
process in lieu of I:he stancl£lrd state plan rllies thi'lt pertain to these eligibility criteria. 
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Thus, stntes lvHh waivers thatexp.md or restrict standard earned income 
disregard rules, <"lsset rcqLlirern.cnrs, tWl)·parent fc1mily rules, or rules regarding . 
countable income C('llild (lpply those w.d Vt'r policies in lieu of the standard, July 16, ... 
1996 income and nssel standards tlnd methodologies and family composition rules .. The 
waiver provision.allo·ws St,-1t~S to substitute waiver rules for the standard rules while· 

. maintaining the bnsic criteria that I1HISf"bc Il/'plicd tv determine Medicaid eligibility. . 
., 

While this is the most rei.\sonabk interpretation of the tWo subsections of 1931,it 
. is possible to read sub5ections (b) and (d) 'IS independent provisions. However, even if 
one were to read these 5l1bsections as il1l.il;'pendent provisions, there is no. basis for 
reading section 193Hb) out l'l[ the li1W <IS som~ states are. urging. H the provisions were 
independent, subsection (d) would allow St"ltE'S to determine Medicaid eligibility 
pursuant to its ~vai\'E:'r polici~s linking to its block grant but states would still be 
required to evaluate \,vh~~th0r any childM parent who is not eligible Wlder those 
policiesmeets th~ requirements ofsection 1931(b). This would assure that the intent of 
the Chctiee·Breaux Zll1umdn'lent is accomplished in that "no person who meets the AFOC 
family compositionrcquin.'IilE.'nts Wh05(' income and assets are below state standards as 

. of July, 1996 will bl; denied MEdicaid coverage. . 	 . 
.. . . 

The:factthat Congress niade i\vailable lip to $500 million to the defray the costs 
. associated with makfng sep<lf<1l1; eligibility determinations Wlder the criteria set forth in 
subsection (b) suggests thclt Congress clc:;.wly understood that separate evaluations of 
Medicaid eligibility wi.:nllclbe required under section 1931. It is also particularly 
revealing that the Senate expliCitly alld (wefwhelmingly rejected, on a vote of 68 to 31~ a 
substitute amelldmcnt offered bv Senatl)r Roth that would have eliminated the 
eligibility standZlrds setforlh in ~ec:tion. 193Hb), relying instead on a grandfather . 

.. 	 provision that would only have gUMLln.teed coverage to current recipients of AFDt and 
Medicaid. As Sena tor Roth Cl)rrectly pointed out during ttie debate/liThe difference . 
(betWeen the RothsllGstitute ,1l1d the Ch«fee-Bre«ux amendment) is that the Chalee­
Breaux·ainendrnen t applies to ci.\tegories rMher than people.1I Congressional Record, 
58347, July 19, 1996. Subsection (b) is the provision in the Chafee-Brealix amendment 
that defiries the cJtegori~s of people who must be covered. Any interpretation of . 
section 1931 that <tIll""/::: ~tates to,disH'gard the eligibility criteria set forth in subsection 
(b) and to deny M~dicaid c(yveragc to pil.rent~ and children without regard to whether 
those parents .11\11 chHClrl;:'n med those criteri<l would accomplish much of what the 
Roth substirute proposed and ,vhich 68 S~I1i.l tors voted not to accept. 
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. Implementation of the AFDC-related Medicaid provisions- General D~Cussion' 

The welfarclClw includes aprovision thi\t protects'Medicaid eligibilityfor pe~ple 
who have qualifh!cUor Medicaid based on their receipt of AFOC. This provision'was 
adopted pUIS\.lant to ;:\11 arn.endment sponsofG'd by Senator Chaiee and Senator Breaux, 
among others, but n, question relilting, to ht.HV a subsection in that provision relating to . 
waivers is interpreted tlm..'<Itens to undo the gllCirantee of coverage that this amendment 

·was in'tended to establish. Some states app<ln:?ntly have suggested that the waiver 
provision in. section 1931 aHo\vs them to link Medicaid eligibility to eligibility under 

, therr T ANF program (;)SSmnii1g they folh)w AFDC waiver pOlicies in both programs) 
and permits them to disrl.-'gilrd thtlt portion of section 1931 that makes children arid ..' . 
parents who meet Jl.Ily, 1996 AFDC income"nd asset standards and family composition 
rules eligible for MI;~dic~id. 

This interpret<:1tiol\ undermines lht~ ('!:'ntr~J thrust of the Chafee-Breaux , 

a.men.dment inthCl t it\1\10ldd lc~1\'e Medicaid eligibility subject totestrictio'ns imposed 

by states Ullder th~ir Tfu,F programs.. .Nothing in the language or legislative history 

of sectionl931 suppr\rts the vie\v that stlltes dOl1ot have to apply the general eligibility 

criteria established in section 193] if a state cho('l~es to continue itsAFDC waiver 

policies. . 


'AnlOre reasoni.lbl\;' re<lding of section 193C andthe'readingthat both Senator, 
Chafee and Seniltl.)( Breaux,believe is the correct reading of this section, is that section 
1931 sets forth the criteria that states must apply to determine the eligibility of children' 
and parents who othendse would havt> qll"llifi~d for Medicaid based on their receipt of 
AFOe. It provides, in general, that childrt:'n <lnd parents who meet a state's AFDC 
income. and assetst<lndzlrds ahd f"roily composition rules, as they were in effect on July 
16, 1996, shall beeJigible for Medicaid. The waiver provision in section 1931(d) 

· modifies this generi.l1 rule by allovving stilt €S that have waivers pertaining to these 
·eligibility criteria to "pply tht:'ir waiver ruk·s riJ ther than the July 16, 1996 rules. 

. For example,wirh [(:'S\Jl'ct to the incom.c criterIa that must be applied, if a state 

has a waiver that pnwidi:'s f(lr more generous l'<'Irned income disregards, that state may 

apply its expandCLi disregard rule in H!:'uof thf standard earned income disregard in 

effect on July 16, 19Y6. Simibrly, ira St;1tE:' hilS,.:l waiver that expands coverage for,twp­

parent families by eliminclting thE' standard AFDC-UP "lOO·h.our rule", the state could .' 

apply its two-pJrC'nl family rule !.lther thi1n the st<:mdard family composition rule in 

effect on July 16, 1996. 


The waiver provisi{ll\ W<lS included in I'he Chafee-Breaux atnendment to: allow 

states flexibility zni.d the opportunity to ,-)chieve cross-program cOordination. It permits 

states that chol1se toi:onlinal2' tlli.dr waiwr policif!s under TANF to use the saine mcome 
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. and asset standetrds ~n(l methodologies and ft\mily composition rules to determine 
Medicaid eligibility. EVt'!'l though the progr~lll.s are te~hnically "delinked", a single· 
application can be llsed for both programs ilnd one eligibility determination can apply 
to both programs. 

While the Ch<tfee·Bn:'(\ux ·provision nllowsfor and encourages cross-program 
coordination, it (llso i:1s:;ures tbi'lt children <lnd parents who are not eligible for TANF 
due to tightened eligibility rules or restricti()l1~ Sl.1ch as time limits are separately 
considered with respect to Medicaid eligibility bnsed on the criteria established by . 
section 1931. As you kilO,"", Cl'lngress m,lde funds available to states for the specific 
pUIpose of defraying the costs associnled with these Medicaid eligibility 

. determinations. 

Both Senntor Cl\'lfe.t:.' and Senator Brt'i'llIX believe that it was well understood that 
their amendmenl, which <1dopted by the St:'I1<1 te by a vote of 97 to 21 established 
standards for df.:tennining Medicaid eligibility for children and parents to assure that 
their eligibility for Medicnid WJS not dependent on state action under TANF. To quote 
the chief sponsor of the ,:unendment, Sen<1!or ChJfee, during the Senate debate, 
"(U)nder our amendmen t, "ve make sur!;! thilt no low-income mothers and children who 
are eligible for M~:dici1id under current bW I under the existing law, will lose theif 
health care coveragE:' und~)r Medicaid if the ~t~le lowers its eligibility standards for cash 
assistance or AFDC" (\ingressional Record, S~345f July 19, 1996. Any interpretation 
of section 1931 that would J.lluw state~ to di~n:)g(\rd the eligibility criteria established in. 
section 1931 rUllS directly counter to this common \.mderstanding of the meaning of this· 
prOvision. 
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Table 1 


Annual Dollar Loss of Federal Medicaid 

Payments to States under a Five Percent Cap" 


State 1996 1997 1998 1999 2000 2001 2002 

Total $4,970 $10,346 $16,445 $22,948 . $29,483 $37,046 $45,624 ' 

Alnbtlma 53 107 170 238 301 375 460 
Alaska 
Arizona 

14 
70 

28 
143 

43 
227 

58 
320 

73 
414 

90 
521 

108 
643 

Arkansas 80 162 251 344 429 526 636 
California 
Colorado 
Connecticut 

394 
52 
41 

826 
106 
85 

1,320 
166 
138 

1,852 
229 
199 

2,488 
291 
260 

3,247 
361 
349 

4,1Og 
440 
449 

Delaware 10 20 32 4S 58 73 89 
District of 25 52 83 117 153 193 239 
Florida 315 645 1,000 1;.'354 1,683 2,054 2,474 
Georgia 
Hawaii 

197 
19 

404 
38 

627 
59 

853 
81 

1,062 
101 

1,299 
124 

1,566 
151 

Idaho 17 35 54 75 96 120 147 
Illinois 179 370 590 834 1,087 1.373 1,697 
Indiana 125 260 414 581 754 951 1,173 
Iowa 36 75 119 169 221 280 347 
Kansas 19 39 63 91 120 153 195 
Kentucky 
Louisiana 

114 
174 

234 
355 

371 
549 

518 
744 

664 
917 

829 
1,117 

1,016 
1,346 

Maine 
Maryland 
Massachusetts 

17 
80 

122 

37 
165 
256 

61 
262 
414 

91 
367 
589 

122 
472 
773 

162 
591 
982 

213 
726 

1,219 
Michigan 
Minnesota 

169 
S9 

352 
125 

565 
205 

198 
296 

1,043 
396 

1,322 
509 

1,638 
637 

Mississippi 
Missouri 

78 
36 

157 
13 

245 
119 

338 
173 

427 
229 

527 
294 

640 
369 

Montana 28 58 89 118 143 172 204 
NebTaska 21 44 70 99 129 162 201 
Nevada 
New 

15 
1 

31 
:; 

49 
7 

68 
11 

89 
16 

113 
21 

141 
29 

New Jersey 
New Mexico 

110 
42 

226 
87 

360 
136 . 

508 
186 

654 
234 

823 
289 

1,016 
351 

New York 
North Carolina 

451 
236 

1,017 
480 

1,695 
738 

2;469 
992 

3,296 
1,216 

4,233 
1,468 

5,294 
1,151 

North Dakota 12 24 38 53 69 87 107 
Ohio, 
Oklahoma 

216 
74 

444 
151 

706 
235 

992 
320 

1,287 
400 

1,619 
490 

1,995 
591 

Oregon 
Pennsylvania 
Rhode Island 

63 
147 
26 

128 
330 
53 

196 
568 

86 

265 
829 
122 

327 
1,102 
160 

398 
1,411 

203 

477 
1,761 

252, 
South Ctlrolin<l 76 154 240 327 404 492 593 
South Dakota 11 23 37 53 70 89 110 
Tennessee 139 288 476 667 842 1,040 1.264 
Texas 
Utah 

345 
32 

707 
65 

1,095 
102 

lA86 
140 

1,848 
178 

2.351 
221 

2,924 
269 

Vermont 9 19 31 44 5$ 74 93 
Virginia 
WaShington 
West Virginia 
Wisconsin 

94 
124 
110 
88 

192 
252 
225 
180 

298 
390 
348 
286 

406 
531 
472 
403 

506 
666 
585 
524 

619 
819 
714 
660 

746 
991 
859 
815 

Wyoming 8 16 25 34 43 53 65 

"Dollars are in millions 

Source: Unpublished data developed by the Urban Institute for the Kai$~r 
Commission on the Future of Medicaid 
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A cap on federal Medicaid spending also could lead to an inequitable 
. ,distribution of federal funds among states. 

• 	 A formula that distributes federal pilyments to states based on past state 
spending levels would lock in historical differences in Medicaid spending 
among states and have substantially disparate impacts fromsta.te to state. 
For example, according to the Urban lnstitutefs analysis, over five years a 
five percent cap could cause MissQuri to lose 6.3 percent of its federal 
funds, while Rorida. Georgia~ Montana, North Carolina and West 
Virginia could lose dose to or more than 19 percent of their federal funds. 

• 	 A cap or block grant distribution formula that locks in current or recent 
spending patterns can penalize states that have been more successful in 
controlling their costs as well as those that have not taken advantage of 
federal options to expand coverage or otherwise to maximize federal 
reimbursements. It would also fail to take adequate account of different 
levels of need that develop among states over time. 

Thus, even with added flexibility, a Medicaid block grant or a cap on federal 
Medicaid payments could have serious consequen,ces for states and leave them with 
grim choices. States either will have to impose deep cuts in benefits or eligibility, 
jeopardize access by driving down payments to providers such as doctors, hospitals 
and nUIsing homes even further, or free up additional state funds to finance health care 
services. If state Medicaid programs are severely constrained, the number of state 
residents who join the 'ranks ofthe uninsured likely will grow, and state efforts to help 
families move from welfare to employment will suiier. Substantial cost shifting to local 
communities, to public health facilities and to other payers in the state, principally 
business, would likely occur. . 

The Medicaid program is not without its problems, and changes are warranted. 
However, states can be allowed much greater flexibility to achieve program savin.gs 
without exacting so heavy a price on states' finances and the vulnerable populations 
served by their Medicaid programs. 

A Federal Cap Would Result in Deep Cuts That Grow Sharply Over Time 

If a cap is imposed on federal Medicaid payments to states/states (and, in some 
cases, local governments) would have to bear the full risk of any costs beyond the 
capped amounts, even where added costs were necessitated by factors beyond a state's 
control. A sharp rise in the numb~r of people who become uninsured due to a 
recession or an unexpected rise in health costs - due, for example, to a rise in the 
number of HIV-infected - persons cannot be accommodated adequately by a pre-set 
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limit 'on federal funding. The federal fundingfor block grants or caps would be set at 


:levels that accommodate federal deficit reduction goals rather than respond to the 

multitude of factors that drive up health care costs for states,' 


While there is no one proposal on' the' table, one frequently discussed option 
,'would allow federal Medicaid payments to 'grow by five percent each year. A state's 
.federal grant would be set at five percent above its prior year'sgrantl regardless of 
, actual or projected program costs. At the request of the Kaiser ~ommission 011 the 
Future of Medicaid/the Urban Institute prepared an analysis detailing how such a cap 
might impact states.', It shows that a cap imposed beginning i~'l fiscal year 1996 would 


. reduce tota'! federal Medicaid payments to states by $84.2 billion between fiscal years 

, 1996 and 2000. (See Table 1.) By fiscal year 2000, the states would receive 20 percent 

less federal funds as compared to current law. The cuts would be deep (or virtually all 
states.'l 

• 	 In fiscal year 2000, more than halfof the states would lose at least 20 
percent of the federal Medicaid funds they would receive under current 
law. Five states - Florida, Georgia, Montana, North CaroHna anp. West 
Virginia would lose more than a quarter of their federal fUrl,ds. 

• 	 Federal payments to e,ach of ten $tates would be reduced by more than a 
billion dollars in fiscal year 2000. In dollar amounts, the cut would be 

. greatest for: New York, California, Texas, Floiida, North Carolina, and 
Ohio.' , . 

Because a fixed cap compounds the cuts.over time, even states that expect to ' 
have lower-than-average Medicaid growth rates would sustain deep reductions in 
federal payments. Table 2 shows the year-by-year loss of federal funds to states under 
a five perctmt cap imposed beginning with fiscal year 1996. A five percent cap would 
cut federal payments to states by $5 billion in fiscal year 1996. By fiscal year 1998, 
federal cuts grow to $16.5 billion and by fiscal year 2000, the reduction in federal 

. payments to states amounts to $29.5 billion - almost six times the cost size of the cuts· 
, 	 . 

I This paper relies on data developed by john Holahan and David liskaat the Urban Institute for the 
Kaiser Commission on the Future of Medicaid and published in the Commission's report, Tlte fmpnct of a 
Five Percent Medimid Expenditure Grcwlh Cttp - A Stnte Lwei Analysis, Policy Brie(, March 1995, as well as 
On unpu,blished data developed by the Urban Institute. 

2.. The major exception is New Hampshire. which would only lose 2.7 percent of its funds in 2000. This is 
largely because of New Hampshire's exceptiol'lallyhigh reliance On disproportionate skare hospital ' 
payments. Since growth in such payments was Ctlpped by Congress in reforms enacted in 1993, New. 
Hampshire's .federal Medicaid payments are not expected to grow much Over the next few years under 
current law. Accordingly, an overall cap on growth will not significantly affect. New Hampshire. 
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. in the first year. The escalating nature 
of the cutbacks in federal payments are 
,unavoidable under a fixed cap. For 
.example, Maine, Missouri and Kansas 
are among the states with the s]owest 
expected rates of growth in spending. 
Yet, Maine's cuts would jump from $17 . 
million in fiscal year 1996 to $122 
million in fiscal year 2000. In Missouri 
and in Kansas, the cuts in fiscal year 
2000 would be 6.3 times grea ter than in 

. 'fiscal year 1996. 

Even with Added Flexibility, Large 

Cuts in Federal Medicaid Payments Grow 
Sharply Over Time Under a Five Percent Cap 

FioulV.., 

e""" .. 0'1 ~.I ..d P"'cy /lriA'iun . 
Soute.: Ut'bj;A bUllIlLI'. ~4C1 p'fItijI.,.d iaf th* Kai... , Co:m""••Gft 'UI t,I\.

rubJ,••1lMdi..id, iA""~ 100S 

Federal Cost Shifts Will Be 
Unavoidable 

Some states may believe that they will be able to hold their Medicaid spending 
growth below 40r 5 percent per year if they are given increased flexibility to convert to 
managed care systems and to lower reimbursement rates to medical providers. Even 
with added flexibility, however,expected savings are unlikely to fill the gap that 
would be created over time by reductions of this magnitude in federal contributions. 

Use of managed care plans is one potential avenue for savings. Managed care, 
however, has demonstrated its potential only with respect to acute care services used 
by children and by adults who are neither ~sabled nor elderly. This spending 
accounts for about 19 percent of all Medicaid expenditures. The evidence to date 
suggests that managed care can achieve Medicaid savings on the order of 5 to 10 
percent in acute care costs for the non-elderly, non·disabled Medicaid populations.) 
This is less than the lS to 20 percent savings potential in the private sector because 
Medicaid fee-for-service payment rates already are below private sector rates. 

A five to ten percent reduction in the acute care costs of nondisabled/ nonelderly 
adults and children wilt at most/amount to savings of $10 billion to $21. billion over 
five years. These would be substantial savings, but it means that even if states quickly 
could move all nonelderly, nondisabled beneficiaries into managed carel the savings, 
would make up for only 12 percent to 25 percent of the $84 billion reduction in federal 

3 Robert Hurley, Deborah Freund, and John Paul. Managed Carl! in Medialid, 1993; Lawrence Joseph lind 
Henry Webber, Mcdiatid Myths and Realities, An ATlI11y$i$ of the [l/inois Medicoid Program, March 1995; 
Congressional Budget OffiCe!, Tile Effects of Managed eare and Managed Cumpetition, February 1995. 
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, funds that states could expect overtive years under alive percent federal spending cap. 

Furthermore, even these projected savings may overestimate the extent to which 

managed care will allow states to operate,under such a cap. . 
. 	 . . 

• 	 Several states have imp]emented broad~based managed care programs 
and others soon will be proceeding under waivers to enrolJ many of their 
Medicaid beneficiaries into managed care. Projected savings already have 
been calculated into the expected growth rate of the Medicaid program 
and are partly responsible for estimates that Medicaid spending will grow 
more slowly over the next five years. If expefted savings from managed 
care are already factored into a state/s projected growth rate, large . 
additional savings would likely not be available from this strategy to help 
the state keep its costs under the federal cap. 

• 	 States differ in the amounts they spend on acute care and on long-term 
care, as well as in. the rates of growth in those expenditures. States that 
spend less on acute care as opposed to long-term care will stand to save 
less through managed care. 

Some states have begun to broaden the scope of their managed care programs to 

cover disabled and elderly beneficiaries and long term care services. However, 

evidence from Arizona, the state with the longest experie,nce operating a broad~based 

managed care programr suggests that massive savings from implementing managed 

care for these populations and services are not likely. Arizona's program is often cited 

as a model of an efficient system that holds down annual growth. Yet even this mature, 

fully capitated system is projected to experience average annual spending increases of 

12 percent for its program as a whole bet'W'een fiscal years 1993 and 1996, according to 

data provided by Arizona to the Health Care Financing Administration. The same data 

projects Arizona's average annual rate of growth in long term care spending will be 

17.9 percent between 1993 and 1996, despite extensive use of managed care. 

Another frequently suggested avenue for achieVing program savings is the 

elimination of the Boren amendment-' the federal mandate requiring "reason.able and 

adequate" payment for inpatient hospital and nurSing home services. Repeal of the 

Boren amendment would give states flexibility to freeze, reduce, or otherwise constrahl 

payments to hospitals and nursing homes. However, it is unlikely that this flexibility 

would enable most states to pro~ect themselves from a federal cost shift under a block 

grant or a federal spending cap. 


First, there is the problem of double counting savings. Managed care is, in 

effect, a repeaLoftheBoren amendment, at least as applied to hospitals. Medicaid 

managed care plans generally are not required to pay participating hospitals at rates . 

that comply with the Boren requirements, and states are not required to set their 




10/01/96 17:04 CBPP ~ 2024566487 NO.732 P020/026 

capitation payments to plans on the assumption that they will do so. Thus, savings that 

states achieve through managed care cannot be realized again through repeal of the 

Boren amendment. 


Second, there is a practical limit on the amount of savings achievable by 

lowering provider reimbursement rates- The ratio of Medicaid payments to hospital 


. costs of treating Medicaid patients in 1992, the latest year for which such data are 

available, was 89 percent according to data developed by the Prospective Payment 

Assessment Co~ission. In 1989, prior to some states' aggressive use oE the 

disproportionate share hospital (DSH) payment adjustment" this ratio was 78 percent. 

Even U Boren amendment savings were possible with respect to half of all inpatient 

hospital costs, assuming that half of all Medicaid beneficiaries were not enrolled in 

managed care, and.even if one assumed, as a practical political matter, that states could 

drive the Medicaid payment-to-cost ratio down as low as 75 percent, the savings 

nationally would be in the order of $17 billion over a five-year period. This amounts to 

about 20 percent of the $84 billion reduction in federal payments under a five percent 

cap. It is important to note, moreover, that since Boren amendment hospital savings 

can only come about if at least some acute care services remain fee-for-service, these 

savings are at the expense of savings that may be realized through an expansion of 

managed care. 


The Boren amendment could be repealed with respect to nursing homes as 

well, allowing states to freeze, Or reduce payments to these facilities in addition to 

hospitals. Such actions, however, could not be easily taken by states without 


. substantially affecting the care available to elderly and disabled people. Although no 

national data exist to show the Medicaid-to-cost ratio for nursing home care, nUfsh'lg 

home services are highly dependent on Medicaid payments. In 1993, Medicaid covered 

69 percent of all nursing home residents and accounted for 52 percent of al1llursing 

home revenues. Medicaid patients and revenues were not evenly distributed among 

homes; some haq relatively few Medicaid patients l while others relied abnost 

exclusively on Medicaid paymel'\ts. Under these circumstances, decreases in Medicaid 

reimbursement to nursing homes are likely to increase economic discrimination against 

Medicaid patients on the part of those facilities that serve substantial numbers of 

private pay patients, while reducing the quality of care in those facilities that serve 

predominantly or exclusively Medicaid eligibles. Some homes that serve a high 

proportion of Medicaid beneficiaries might not survive a substantial rate cut. 


Deep Federal Cuts Will Rob States of Savings They Might Otherwise Realize 
Through Managed Care and Other Initiatives 

Because the financial responsibility for Medicaid program costs under current 

law is shared between the states an.d the federal government, program savings are 
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thirds ~ 64 percent ~ of federal DSHpayments in fiscal year 1993 went to eight states, 
Virtually all states with high DSH payments willicise considerable federal funds under 
a capi but generally they will be disadvantaged less than other states. This is because 
they already have brought their federal DSH payments to the federal maximum and 
are subject tq a cap on growth of DSH payments enacted in 1993. States that have not 
yet taken full advantage of the DSH provision effectively will be prevented from doing 
so under a four or five percent aggregote cap. 

Another variation results from different actions having been taken by states over 
. recent years to cover children. Under current law, states must cover children whose 
family income is below certain levels, depending on the child's age. Coverage of all 
children whose family income is below the federal poverty line is being phased-in by 
age of the child; by 2002; all poor children und~r age nineteen are to be covered. States 
have the option, however, to accelerate the phase-in and to cover children at higher 
income levels. Some states have taken advantage of these federal options and receive 
federal reimbursement to cover children with family incomes well above the poverty 
level. Other states only r~ceive federal funds to cover children up to the federal 
minimum standards. Many older children in these states may not be currently eligible 
for Medicaid even if their family income is below the federal poverty line. A cap on 
federal spending would tend to lock in these different levels of coverage. It would 
penalize states and poor children in states that have not drawn upon federal Medicaid 
dollars to expand coverage because of state fiscal constraints or other reasons. 

An aggrega.te cap or a block grant that bases future federal payments to a state 
on prior years' payments to that state would roll these and other historical differences 
into the federal funding base and then ignore varying needs that surface over time. 
Additionally, a distribution formula that applies the same limit on federal payments to 
all states fails to consider that some states have less ability than others to contribute to 
program costs. Under current law, federal Medicaid match rates take states/ability to 
finance costs from their own revenues into account because the match rates are based 
on a state's per capita income. The Urban Institute's analysis shows that under a five 
percent cap, many of the poorer states that now have a favorable federal match rate 
would suIfer a high percentage reduction of federal funds. Four out of the eight states 
tha t would suffer the largest pertentage loss of federal funds in fiscal year 2000 ­
West Virginia, Montana, Arkansas, and New Mexico - are among the ten states with 
the highest federal match rate.4 

4 A state with a high fcdernl match rale but significant DSH funds might nOI $I,lrfct.as grc.at a loss. For c~1ltnple. 1.h¢ 
five-yenr impact of a five percent cap 011 Alabama. astllte wiu\ II high rederal match and a high prQ(lOrliol\ or DSt( 
payments. is not as great as the impllCr on New Mex.ico. a state !hat also has a similarly high fcder~ match but relatively 
low DSH payments. 

9 

http:I,lrfct.as
http:aggrega.te


.10/01/96 17:05 CBPP ~ 2024566487 NO.732 P023/026 

A Cap Will Make it Extremely Difficult fot States to Moderate Increases in the 

· Number of Uninsured Residents and Undertake Welfare-To-Work Initiatives 


11\ recent years/ Medicaid has proven to be a. very important influence in 

moderating the rise in the number of uninsured people. According to' calculations by 


, the Urban Institute, because employer-sponsored health insurance coverage declined 

from 67 percent to 61 percent of the nonelderly population between 1988 and 1994, the 


· number of uninsured would have risen to 47 million if it were not for Medicaid. The 

· increase in Medicaid coverage among the poor and nearppoor reduced the rise it\ the 


number of uninsured people by about 20 percent. 

Some states have sought to use federal Medicaid funds to help reduce the 

number of uninsured people even more aggressively by expanding coverage under 

their Medicaid program. Tennessee, for example, has extended basic health care . 

coverage to over 400,000 previously uninsured residents under a section 1115 Medicaid 

waiver. The treatment under an aggregate cap of Tennessee and other waiver states is, 

of course, a matter for discussion by Congt'ess. But it is clear that states that have not' 

yet used federal Medicaid funds to expand coverage would have enormous difficulty 

in doing so under a block grant or an aggregate cap, regardless of how much new 

flexibility they receive: 


A federal cap that constrains the Medicaid program's ability to extend coverage 

to uninsured workers wilJ be particularly problematic for states. Trends in health 

insurance coverage from 1987 to 1993 show that the decline in employer-based health 

insurance coverage is accelerating. According to Census Bureau data, both the number 

of people and the proportion of the population that lack health insurance for the entire 

year have increased steadily since 1987.5 This trend is not expected to reverse itself or . 

level off. Thus, more state residents can be expected to join the ranks of the uninsured 

in the years ahead, but under a cap or block grant, federal Medicaid funds may no 

longer be available to help states moderate the impact of further declines in employer­

based coverage. 


In addition, the severe reducti~ns in federal Medicaid payments to states that 

would result from a cap or a block grant would come at the same time states will be 

expected to move large numbers of women and children who receive AFDC into 

.employment. The welfare-to-work transition will be particularly difficult to 

accomplish and maintain if health insurance is not available in the workplace and 

Medicaid funds are so constrained as to make it difficult, if not impossible, for states to 

cover low-wage earners. Much of the growth in the Medicaid program in recent years 


S For a fuller discussion of U\C Cenrus Bureau data. see Center on Budget and Policy Priorities. Laura Summer and 

Isaac Shapiro. Trends in Health Insurance Coverage, 1987 to 1993. Octobcr 1994. 
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'. 

has occurred among low-income working families. According to a recent GAO 
analysis, in 1993, more than half the children enrolled in Medicaid had a parent who 
was employed. The program's potential to continue to accommodate mOre children in 
families where a parent works at a low-wage job could be severely jeopardized by a 

. tight cap on federal Medicaid spending. This will make state efforts to move families 
from welfare to work considerably more difficult to accomplish. 

Conclusion 

Medicaid growth rates have been intolerably high. States already have a 
powerful incentive to reduce the rate of growth in Medicaid spending as it affects their 
budgets, and many states have been actively working to slow down costs through a 
variety of approaches. Added flexibility can'afford states more room to achieve 
program savings. Enhanced flexibility, however/ will not allow states to meet their 
program goals or their savings targets if it comes at the price of a radical change in the 
nature and the level of the federal government's commitment to share the cost of the 
program. 

11 
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Table 1 

The Impact of a five Percent Cap 
On Federal Medicaid Payments to State$ 

" 
Fi$cal Year 1996·2000 Fiscal Yeal 2000 

5% Federal Cap S~ Federal Cap , 
State Baseline Loss'" ,% Change Baseline Loss· % Change 

Total $615,975 $84.193 -13.7% $146.462 $29.483 -20.t% 

AI(lbama 9.142 869 ·9.5% 2,121 301 -14.2% 
Alaska 1,278 215 ~16.B% 307 73 -23.7% 
Arizona 7,786 1,175 -15.1% ' 1,869 414 -22.2% 
Arkansas 7,219 1.266 -17.5% 1,739 429 -24.7% 
CAlifornia 56.287 6,879 -12.2% 13.356 2,488 -18.6% 
Colorado 5,271 845 -16.0% 1,265 291 -23.0% 
Connecticut 8,649 724 -8.4% 2,004 260 -13.0% 
Delaware V27 166 -14.7% 269 58 -21.5% 
District of 2,945 429 -14.6% 706 153 -21.6% 
Florida , 26,390 4,996 .18.9% 6,389 1,683 -26.3% 
Georgia 16,846 3,144 -18.7% 4,077 1,062 -26.1% 
Hawaii IJ772 298 -16.8% 425 101 -23.8% 
Idaho 1,916 277 -14.5% 457 96 -21.1% 
lllinois 21,731 :lJ060 -14.1% 5,194 1,087 ·20.9% 
Indiana 15,105 2,133 -14.1% 3,608 754 -20.9% 
Iowa 5,151 621 -12.1% 1,218 221 -18.2% 
Kansas 3,963 331 w8.4o/c> 919 120 -13.0% 
Kentucky 11,923 1,901 -15.9% 2,869 664 -23.1% 
louisiana 22,461 2,739 -12.2% 5,255 917 -17.4% 
Maine 3,975 328 ~8.3% 925 122 -13.2% 
Maryland 8,767 1,345 -15.3% 2,105 472 -22.4% 
Massachusetts 16,576 2,155 -13.0% 3,946 773 -19.6% 
Michigan 20/656, 2,927 .,14.2% 4,943 1,043 ·21.1 % 
Minnesota 9,705 1,080 ~11.1% 2,293 396 w17.3% 
Mississippi 8,189 1,244 -15.2% 1,954 427 -21.8% 
Missoun 9.943 629 ·6.3% 2.277 229 -10.0% 
Montana 2,268 436 -19.2% 546 143 -26.2% 
Nebraska 2,923 363 -12.4% 692 129 ~18.6% 

Ncvi'lda 1,887 251 -13.3% 449 89 -19.8% 
New Hampshire 2,538 38 -1.5% 565 16 -2.7% 
New Jersey 18,527 1,858 -10.0% 4,321 654 -15.1% 

, New Mexico 3,943 687 -17.4% 951 234 -24.70/(/ . 
New York 77,313 8.928 ·l1.5o/b 18,339 3,296 -18.0% 
North Carolina 18,781 3,662 -19.5% 4,542 1.216 -26.8% 
North Del kota 1,643 195 -11.9% 38B 69 -17.8% 
Ohio 26,707 3,645 -13.6% 6,360 1.287 -20.2% 
Oklahoma 7,249 1,180 -16.3% 1,735 400 -23.0% 
Oregon 5;825 980 -16.8% 1,393 327 -23.5% 
Pennsylvania 25,165 2,975 rlt.8% 5.983 1,102 -18.4% 
Rhode Island 3..584 ' 447 -12.5% 850 160 ·18.9% 
South Carolina 10,072 1,201 -11.9% 2.355 404 -17.1% 
South Da kota 1)559 195 -12.5% 370 70 -18.9% 
iennessee 15,507 2,412 -15.3% ( 3,789 842 ·22.2% 
Texas 39,767 5,482 -13.8% 9,390 , /848 -19.7% 
Utah 3,329 516 -15.5% 797 178 -22.3% 
Vermont 1,307 161 -12.30/" 310 58 -18.8% 
Virginia 8,.506 1,496 -17.6% 2,048 506 -24.7% 
Washington 11,910 ·1,963 -16.5% 2,855 666 . -23.3% 
West Virginia 8,919 1,739 -19.5% 2.165 SBS -27.0% 
Wisconsin 10,840 1A82 -13.7% 2,583 524 -20.3% 
Wyoming 831 126 -15.2% 198 43 -21.8% 

.. Dollars are in millions 

Source: John Holahan and David liska, Urban lnstltute, Tlte Impact ofQ Five Percent Medicaid 
l!xvenditure GrCJ'Wth Cap. prepared for Kaiser Commission on the Future of Medicaid, March 1995 
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THE WHITE HOUSE; . 
WASHINGTON 

October 18, 1996 

MEMORANDUM FOR LBON PANETIA. 

From: Carol··H. Ruoo~ 
.. 

Subject: WeeJdy Report for October 12 - 18, 1996 

UPDATES ON KEY iNITIATIVES 

WEI..lfARE REFORM IMPLEMENTATION 

HilS Review of TANk' State Plans ,..- New 1ersey, end South Ca:fOlina· subiliiltCKi TANF . 
plans to HHS this week; hringing the ,total-nUmber of Statestb4i have filed to enler the 
program l.o 28. HHS did not certify any pbuisas complete this week, l~Virii the tOtal 
number of state planS approved to date at three. In their'plans, most states arc indicating 
that. for now, they, Will operate their programs as they were under the old law or under 
their waivers. More· changes are expected In the spring when state tegi'slaturesconvcne. 

Guidanee to States oil "40 Quarters" Exemmion - Advocat~ lind stateS have reSPonded 
positively to our phui to offer guidance to lSUt.tes on hOw to determine whether l~gal 
immigrants still qualify for food stamps' ~aUse they have worked for 40 qUlirters bdhis . 
country. We expeetto release this guichuicc in the next few days. 

ODtiouson Medicaid/SS! Linkage - LegaliriunigtaDts on SSI coUld lose MedlC81d even in 
states that take advantage of their option to CIOritinue Medicaid Coverage of' ieg8J .. ., 
immigrants. This is ~ecai,ge they are eligible for Medicaid by virtue of their SSI 'eligtbllltY. 
and they may not qualify f(lr other entry points to Medi:ca.id such II having dependent 
'children. HHS' is investigating whether it is possible to coJistruct a mechal:rlsl11: by which 
legal immigrants could automatically keep Medicaid, but has not· yet detcrmh1ed whether 
this is legally feasible'. 

Dewmining Cost Neutrality for Old. Waivers .... We have begun th'e process of ~orting 
through how to revisQ our waiver agreements with states regarding cost neutrality. We 
always insisted that welfare waivers must be cost neutral, considering the cOmhiried effects 
of ArDe, food stampss and Medicti.id changes. The switch frum AFDe 'Co TANF make.ct it 
necessary to revi.!dt e~c,h of these agreements. We ere· determining the policies that will 
Kuide us in this process. 

http:Medicti.id
http:Medi:ca.id


Letter to AdyocaCY Cornmun;ty and States on Tiining of SSI Chiuliles -. We ai'~ working 

with the Sociu.l Security Ad.mini~tnltion on a letter to advocacy groups alld ,to ,stateS to 

clarify that SSA will not drop legal immigrants, or children from the SSI pro&riim until the' 


,middle of next year ut the.. earliest. There has been lome misinformation in eoniuIUntties 
that the cuts could. be coining much sooner. 

Hoysins IssUes _., One 'of the areas of most serious concern Amorig service providers to low­

income communities is the iinpact of the welftt.re bill on affordahle housing. On' the one 

hand, they are wonied that those families losing' income·· e.a.. immigrants. food st8.rnp 

recipients •• will have greater diffioulty paying rent and will loSe their hou.fdng. On the 

other hand. they are worried that housing rent policies do 1l0L support welfare.tn.work 

efI'uns. Tlio$e leaving weltilre for work in public housing, 01" Section 8 housing. will find ~ 


their rents increasing and a tatge pereentage of ,their disPosable, incoI'Jlc gaina. tOWBl'd . 

hOUbing costs.' HUD is looms at possible action to address both of these ,problems. 


Welfare to Work·.;OMB bas convened a working grOup to d~~clopthe ,pccifili8iions of 

the $3 billion Welfare to Work plan announr.ed at the convention. They hope to have the 

details rmalized for decision meetings in early Tl~ber. There will be 90mcdifficult 

issues concerning th~ extent of public vs. private sector jobs, targeting, and who' should, , 

administer the progrinn.' OPC, NEC. aml OMB wlll be prel'anng issuepapets and decision 

memos to move the;progmin fotwa.td. 


, 

, Dem.ttment· of Educ~tion Outrei.ch ... The Depa.rtm~nt of Education hali been w'orktns With 
HHS and constituenoy groups in the education,anddisabilily commUnities to diROtlSS ' 
provisions of the n,ew welftre law affecting them. DiSability aruups are concerned that 
lIchools may have r~uced access to Medicaid fundain the face of the: children's SSI cuts 
and the changeover from AFDC to TANF. Many schools rely on Medicaid to fund special , 
educatiou thcn.t.pies. ~.. Education groups Are concerned about restrictions in the law on the . 
omount of vocationw training which can count toward the work partiCipation reqUirements. 

, , 

CHILD WELFARE; 

Child. Welfare Waiyc~s. The' Department of Health and HumanServieeswill likely soon 

approve ohild welfare waivcrsfor Oregon. Nonh Carolina and Ohio. If approved, the totul 

number of approved :ehild welfare waiver::! would reach five out of 10. Delaware's waiver 

WIS the first to be approved., . , 


CDn..D SUPPORT; 

On Th'!J,rsday, Oc.tober 17, 1996 the Solicitor Oel1tttl filed a brief in 1.1le Blessing v.' 

Freeslone Supreme Gourt ea.c:e St,ipportin.g a private right of aetion (under 42 U.S.C. 1983) 

to seck n.:dn:ss agai~ states for violating tederal child support regula.tions. The , 

Administration took I.his position for three reaC!on~: 1) Rgeneral belief that privClte cititcn3 ' 

should hQve access to the cOW'Ujy~lem; 2) welftl.re reform time limits increase the need for 

states to be more effe~tivc in their eoll<lCtioll error\s~ and 3) COI\il'ess has clj!Arly 

emph~sized the responsibility of smtes to provide child :)'Upporl services and has provided . 


http:welftl.re
http:Outrei.ch
http:fotwa.td
http:announr.ed
http:welftt.re


them the tools needed to deliver service.q to children and famili~. 

The American Public; Welfare Association, the NAtional Governor's hssoci~tion,Bnd the 
National Conference of State Legi:slatures strongly diSftgre.e with the Administration's 
decision to file a brief. Thcse three orglUlizations have filed a brief opposing a private right 
of action. These groups DIe concerned tIUtl litigation Will divert resources away from 
implementing their programs They view tIle AWiUnistratlonts action on this issue as 
coiltrlUY to onr commitment to work with them on wcl£8re reformtmplementAtion. 

FAMILY pLANNING 

mtcmational Famlly PJannin~ - The Omnibus Appropriations ~iU requites the President to ... 

su~mit a report to Congress hy Feb. I. 1997 reg~g .international flUl~ly planrilili. .' . 

prOgrams. DPC staff. are convening a series of meetings With State, Department (OliJb81 and 

Leg Affairs). USAID (population and Leg Affairs) and relevant BOP staff to disCUss 

process and stratesY around the submission of Presidential findings. 


, 

TEEN PREGNANGY 


National CamRaign to Prevent Teen Pregnancy - The Campaign jUst sent out its latest 
update. More Campaign Task Force groups have m~ •• most recently the Religion and 
Public Values Tuk Force and the Media. Task Force. The Campaign is aIm building iti 
r~urce capacities as it works 'to become aclc:aringhouse for innovative teen pregnancy 
prevention effort.~ in;eommunities across the country. 

EDUCATION 

Tribal, Colleges Exccirtlve Order -- A proposect Ex~uti.ve Order estAblishing a White House 
Initiative on Trib~ Gollcges. housed in the F.dueation Department'and po.ttcri1cdaftCr 
similor initiatives for:HislOrlcally Black Colleges ROd UniverSities and Hispanic:Sorving 
InstitUtions, 'Will be presented tu. Lhe Presl4ent over the weekend.. Secretary Babbitt Will 

'announce this ordcr·~ the National Cungress of the AmeriCan Indian on Monday, OCt. 21: 

" 
ENERGY AND ENYlRONMENT : . 
AirTanker LegislatiQh _. fU'efighters ACross the counttY ~ relieved to have iIi plBce the air 

tanker legislation signed by the President on October 14.Sccfct8.ry Olick:nian is working to 

acknowledge the bro~d' bipartisan CUp,port that mode thjsncw la.w po~ible. 


Dll'Xlging in me Pon of New York' And New Jersey -- The fmrt mo.jor'drcdging permit,h~ 
been issued fol' thQ ch,annel that the Queen Elimbeth II uses' when it come5 to New yark. 
However, Reprcsc;ntat,ive Pl1l1one hosted a community meeting to oppose orie of the major 
long-term options todisposc of contaminated material from the harhor. About 250 
members of the community a.ttcndcd, and local pc(;:ss coverage was sympathetic. 

http:14.Sccfct8.ry
http:Ex~uti.ve


EXTERNAL ACTIVITIES 

MEETINGS AND:,gPEECHF.S 

Wednesday, I was in Flint. Michiaan where r participated in the Mott'a Chilclren's Health 
Center's 24th annual ThUli Day Conference and gave the keynote address. 

Friday, 1. met with representatives from the Amcrican Association of University Women, 
W01l1en'a Legal Defense Fund, and the Leadership Conference on Civil Rights regarding 
weltare reform implementation. I also met 'With representatives frOm the National ' 
Recreation and Par~ Association regarding the need to encourage and suppon local par1cll 
and 'recreation. ' 

During the events surrounding the display of the AIDS quilt, rats)' Fleming mel \1(ith a 
number of groups. and keynoted the opening of the conference of LLEGO; the national 
lesbian and gay Latip.o organization. Patsy Flemming also bynoted the National 
Comerencc on HIVIAIDS Hotlines. 

PRESS 

Patsy Fl~In1l1ing did press interviews during the AIDS quilt display regarding the 
Administration's response to IllV/AIDS, and appeared on PBS's America'~ Talking with 
Dennis Wholey. 

'\ 
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stY~P r.~ CENTER ON BUDGET 
F~··i.: ~.'.' AND POLICY PRIORITIES 

April 2~, 1.995 

THE IMPACT OF CAPPING FEDERAL MEDICAID PAYMENTS TO STATES 

by Cindy Mann 

Overview 

Proposals have been advanced to limit severely the federal government's 
Medicaid payments to states in order to reduce the federal budget deficit. To date~ 
most proposals have suggested either imposing an aggregate cap on the amount by 
which federal reimbursements would grow each year or turning the Medicaid program 
into a block grant Under either approachl states' ability to draw down funds to help 
pay for health care and long-term care services for poor families and for elderly and 
disabled people would be limited by a fixed cap on federal contributions. Once in 
place, a cap would set federal payments to states at levels that accommodate federal 
spending targets rather than respond to changes in states'- health care costs. States 
would be expected to change their programs to lower costs and to absorb all program 
costs that exceeded the capped federal funds. 

A cap on the rate of growth of federal Medicaid payments of the magnitude now 
under discussion would have severe consequences for states. Estimates developed by 
the Urban Institute for the Kaiser Commission on the Future of Medicaid show that 
under current program projections, a five percent cap on the growth of federal 
payments would cause states to lose more than $84 billion ill federal funds between 
fiscal years 1996 and 2000. Another proposal, advanced by Senator Judd Gregg... to turn 
the program into a block grant and cap federal funding growth at four percent is 
projected to cut federal payments to states by $115 billion over five years. Under either 

. of these scenarios, states would have to reduce program costs drastically or finance 
som~ or all of these cuts by raising taxes or cutting other programs. 

Cost savings of this magnitude could be very difficult for states to achieve. 

, 	 Although the growth in federal and state Medicaid expenditures has 
moderated considerably relative to the period between 1988 and 1993, 
Medicaid spending is still expected to grow by about 10 perCent per year' 
over the next several years, according to Congressional Budget Office 
estimates. 
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• 	 The rising cost of the program is attributable to a number of factors, 
including medical inflation and growth in the nun,ber of eligible persons. 
Enrollment growth accounted for more than two-thirds of total Medicaid 

'spending'growth between 1992 and 1993- The expansion in the number 
of disabled beneficiaries was principally responsible for enrollment­
related increases. Growth in the number of disabled beneficiaries is 
expected to continue. CBO estimates that caseload growth alone will 
cause Medicaid spending to h,crease by 20 percent between 1995 and 
2000. 

• 	 Under acap, states would have to contend with rising Medicaid costs 
while sustaining federal spending restraints that tighten over time .. 
Under a five percent cap, the Urban Institute analysis shows that states 
would lose $4.9 billion in federal funds in the first year of 

. implementation. Within five years, the annual cut in federal payments to 
states would balloon to $29.5 bj.1lion - a 20 percent reduction in the 
federal funds states would receive that year under current projections. 

• 	 These projected reductions in federal funds do not include the impact on. 
states of a recession. If a state's economy goes into a downturn, Medicaid 
enrollment could be expected to increase, Widening the gap between 
capped federal funds and the actual cost of providing health care . 
coverage. 

While states are likely to be granted added flexibility that could help them 
achieve savings, the savings that might be r.ealized from increased flexibility will not be 
sufficient to allow states to offset federal cuts of this magnitude without making deep 
cuts in eligibility and services, For examplet the five-year savings that might be 
realized from managed care and from lowering provider reimbursements is not likely 
to offset more than one-third to one-half of the level of cuts in federal funds now Ullder . 
discussion. Moreover, under a cap or block grant, any savings a state is able to achieve 
through managed care and other means will only offset federal cuts, It is highly 
un.likely that savings would be sufficient to relieve states of any of their Medicaid 
burden.. 

. A cap on federal payments effectively ends the federal·state partnership in 
. terms of shared financial responsibility for the Medicaid program. The federal 

government is guaranteed savingsl and the state is left with all of the risks. If costs rise 
above capped amounts, the states pay 100 percent of the increased costs. If savings are 
less than a state's share of the federal cuts, only the federal government enjoys the 
benefit of the saVings. 

2 
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MEDICARE: DRAFT PRELIMINARY CBO M.dlcare D9cembar, 1996 Basellno (Dollars in billions; fiscal years) 

1996 1998 1997 1998 1999 ' 2000 2001 2002 1998-2002 Growth Growth -Total ' 96-02 96-02, 

SASELINE (ceO FACTSHEET: 12122195) (1) 
Tot:!1 (Dross) Spending 177.4 196.4 215.9 236.4 258.1 2BO.7 30S.3 331.8 1824,S 9,4% 9.1% 
S90nCling per (llIpiIB (2) 4.795 5.223 5,652 8,109 6,584 7.053 7.595 8,152 7.90/0 7.7% 

Fodoral (Not) Spec'ldlna 157.2 176.5 195.0 213;1 233.3 254.8 278.3 303.5 ' 1654,6 9.9% 9.5% 
Spendi"O pet t=apica (2) 4,249 4,894 S.105 5,508 5,952 6,M)2 6.923 7.459 8.4% 8.0% 

10.5% 8.7% 7;9% 8.1% 7.6% 8.1% 7.8% 
., 

REPUBLICANS' CONFERENCE AGREEMENT (CBO SCORING ,12113195) 
Tot,1 Speftdlng 177.4 . 192.9 208,8 218.6 230!3 248.0 ' 267.0 288.6 1652.0 7.2% 6.9% 
Slletldlng per capita (2) 4,79S 5,130 5,408 ,5.649 5,875 6,2'31 . 8,642 7,091 5.7% 5.5% 

Feeloral Spending 157.2 170.1 181.2 190.3 199.1 213.0 228.3 245.8 1427.8 6.6% 6.3% 
Sponeling por capita (2) 4,249 4,524 4.743 4,917 . 5,079 5.352 5,879 8.039 5.2% 4.9% 

6.5% ·4.9% '3.1% 3.3% 5.4% 6.1% 6.3% 

-- --. _.. -
SaYIngs .0 -S.4 ~13.8 -22.8 -34.2 -41.8 ·50.0 -57.8 -226.8 
Premium $.1l1lngs -2.9 -4,5 -5.0 -6,4 -9.1 -11.7 -14.6 

,EPUBLICANS' $168 billion (CBO 1/3Q/98) 
Toial Spendlno 177.4 . 196.4 210.9 224,2 ·237.7 254.9 . . 271.8 290.6 1686.5 7,3% 8.7% 
Spendlng per eapit1 (2) 4.795 5.223 5,521 5,793 6,064 6,405 6.761 7.140 5.9% 5.3% 

Fedorer Sponaln9 157, 177 .189 .200 210 223 237 251 . 14S6.S 6.9% ' S:O% 
Spendr/1; per capita (2) 4.249 4,894 4.953 5.160 5,360 5,813 ' 5,886 6,167 5.5% 4.7% 

10.5% 5.5% 4_2% 3.90/0 4.7% 4.9% . 4.8% 

Savill!!!; 0 -S.S -13,4 -23.2 ·31.4 -41.7 : -52.8 .168.1 

,
Pl9lTlium Sa~i/1gs 0 -0.8 -1.2 -2.8 -5.6 -6.2 -11.4 

RESIDENT (CSO SCORING 12113/9G) 
Total Spending 1.77.4 195.2 212.S 

$ 
229.6 245.9 283,9 284.6 306.3 1738.0 8.1% 7.8% 

Spenc:li/1g per cepita (2) 4,795 5.191 5.565 5,933 6,213 8.631 7.077 7.526 6.7% 6.4% 

Federal Spondlng 151.2 175.3 191.8 206,7 22o.e 236.1 253.9 272.7 1557.4 8.2% 7.6%. 
Spanding par CSpilll (2) 4,249 4,662 5,021 5.341 5.635 5.932 6,316 6,700 6.7% 6.2% 

Sa~in9a -1.2, , ·3,2 -6.4 -12A -16.7 -24.4 -30.9 ·97.2 

Premlllm Sailing, 0 0.1 0.4 -0,2 ' -1.9 -3.6 -5.4 ·10,6 


~ESIDENT (caO SCORING 1/18/98) 
Total SpoMlnl1 177.4 196.4 210.1 227.1 241.9. 256.1 276.7 298.4 ' '1708.7 7.7% 7.2% 
spol'lC!lilg per capita (2) 4.795 5.223 ' 5,500 5.868 6,111 6.485 6,883 1.332 6.3%.· 5.S% 

Foderal SpendIng . 157 177 190 204 217 231, 247 266 1531.6 7.8% 7.1% 
Spending par C3plt; (2) 4.249 4.694 4.961 5.282 5.543 5,804 ' 6;14? _,53& 8.3% 5.7% 

·1o.s% 5.7% 6.5% 4.7% 5.8% 6.4%5.0% ' 
, ," 

S8'oIinoc 0 -5.5 -S.7 -16 ·2'3.8 ~~1.4 ··37.6 -123.0 

Premium SaVings 0 0.3 O.S 0.2 -1.2 . -2.S -4.2 


TE: Ir,ou:\1'0 using Iha nomlt!;1 ;pending par bentficierypleasll roun<l to the neal'OstS100.: 

'ftandatory spending. indUdil'lg PROs. 


Spending divided f>r CGO's Msrcl119S5 Part A oMlllmont . 
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0CBO December Baseline: MEDICARE n 

Otltlsys by 1I_)'Mr, -1 

NIn bIIRom 0'dollars. " .1985 1996 19~" ,He 1999 2000 2~ 2002 ltJ 

PART A: HOSPaTAL INSURANCE (HI' lD 
~ 

(J\ 

TOTAl HI OUllAV8 !14.9 126.5 .37.6 160.8 173.0 188.1 199.1 CSJ148.8 "'-J 
Annual GrowU1 Rate 10.4% 9.2% 8."1% .8.1% 1.7% 7.5% 7.3% loj 

.. 
(J\ 
D 

TOTAl HI BENEFIlS 113.6 124.8 136.0 147.2 159.0 171.2 184.2 197.7 3: 

Annuli Glowa. Rate 10.4% 9.3% 8.4% 8.1% 1.7% 1.6% 7;4% I 
H 

n 
AI 
-0 

.. Aooua' Growih Rate 7.8% 7.5% 7.4% 7.5% 7.3% 7.3% 1.1% 
Hosptta1slHMOs 87.7' 94.2 '00.9 106.0 116.1 124.6 .133.8 143.1 . 

HOSpitalS 80.2 84.5 86.8. 93.9 99.5 . 105.2 "1.0. 116.7 
Annual Glowth Rate I.n<, 5.6% 6.0% 6.1% 5.1% 5.5% 5.2% 

'.HMO, 7.5 9.8 12.0 14.t 16.6 19.4 ... 22.6 26.4· 

Annual GnMth Rata " 30.30.4 23.7% 17.6% t7.3% 16.9% 18.&% '18.7% 


Hospice, t:$ 2.5 3.t· . 3.1 4.2 4.7 5.2 6.1 
Annual Growth Rate 32.0% 24.00.4 . 10.00,A, 15.Ci% 12.0% 10.0% 9.0%. 

HomeHealUt 14.1 11.2 19.8 22.2 24.2 26.2 28.3 30.6 
Annual GlowthRale 17.2% 15.'" 11.7% 9.1% 8.011% 0.1% 1.9% 

GNF 9.0 to.8 12.2 13.3 14.5 15.7 11.0 18.4 .. 
Annual Growth Rate 19.7% 12.3% 9.3% 8.1% "8.6% 8.4% 8.0% r 

DI8creUoftUY AdmIn.8IraUon 1.0 1.2 1.3 1.4 1.4 1.5 1.8 1.7: " 

Annual Grcw.1h Rate 4.2% 5.1C)4. 5.0% 5.0% &.0% 5.2%· . 5.3% 


"Mand8tolV Admhll9traUon 0.3 0."- 0.3 0.3 0.3 0.3 0.3 0.3 
·k;· 

.Telat HI Mandato'V '113.9 125.2 136.3 147.4 '159.3 171.5 184.5 196.0 

Pad A IArOlmallon: 
. PPS Hospitals 68.9 12.4 75.8 79.3 83.2 87.2 91.2 96.3 
Non-PPS HosPtalslUnlta 11.3 12.1 13.2 14.6 16.4 16.0 19.7 21.4 
rndlrect Teachlllg Payment, 4.3 4.6 5.2 5.8 6.4 7.0 7.7 lUi -0 
Olred MedfaEducadon Paymenta 1.9 " 2.1 2.3 2.5 2.7 2.8 3.0 3.2 

l·j
Inpatlent capUat Payments 7.9 9.G 10.4 11.1 1t8 12.6 13.1 13.6 . 
()(spropodlonate Share Paymenla 3.4 3.5 '. 3.6 3.8 3.9 4.1 4.3 4.4 ,) 

'I 
. 

. 
.~...

~l·} ~r'~ ; H ,'. ~ 0} f~ t " 'S ... ,,.. ~ .;(~.~ ~ ~",- ;"t! I:! p~r.. '.t\ 1.' ,"f 5-'-4-""'.,. • \...~ lIl'.t~j -{ 4·"... I"' ..IT.. W{ !}.n~. BA~~ 4.r-l " 
i 

t2l'.nl&S 01:14 PM . f. , .. 
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-Icao Dec'....ber Baseline: MEQICARE 	
0 n 

O~'8y8 by flsc.11f1flr, - i N
L,j

In bRIlon! 01doll.". IIts 1.M 1998 t.., 2000 H01 H02 
~1'" IJ) 

0; 

rART ~:SUP.PlEMSfTARYMEDICAL INSURANCE (8MI) 
~. 
.. ITOTAl SMa OUTLAYS 85.2 73.0 81.5 9O.~ 100.8 1t1.3 . 123.t 138.3 	 L·j
0;'Annual Growth Rate 11.9% 11.6% . 11.6% 10.9% 10.4% 10.8'- to.7% 	 D,
3, 
H":

TotAl SMI BENEF'TS 83.S 71.2 79.8 80.9 98.7 109.1 120.8 133.' 	 I ­
n 
;0Annus' Growtft Ralt 12.1% . 11.8% . 11.7% 11.1% 10.5% 10.1% 10.8% 	 "1J 

.Benents paJd by CanfefSn 41.7 45.7 50.0 54.1 59.4 63.9 88.9 14.0 
Annual Growth Rate 9.S% 9.4% 9.5% · 8.8% 7.6% 1.7% .. 7.5% 

Phy.flfcfan Fee SChecUe 33.2 36.0 38.8 42.1 45.2 47.9 50.8 . 53.8 
Annual Growth Raht 8.6% 1~70/0 8.5% i4% 8.0% 6.1% 5.8% . ", 

... 

~enef'ts paid Oy tntennecRlIles 12 15." 17.4 ·19.7 22.4 25.3 28.5 32.2 38.2 
Mnual Growth Rate .t.3.3°~ .'3;2% 13.2%' ~3.1'Ka 12.9% 12.7% 12.5% 

HMOs 8.4 8.' '9.0 . 11.8 14.0 18.8 ".8 23.8 . 
Annuar GRMih Rate . 25.8'% 22.2% 20.0% '. t8.5% 18.00/0 19.1% 19.3% 

Program AdmfnlstraUon 	 1.7 1.6 1.9 2.0' . 2.t 2.2 2.3 " . 2.4 
... 
0 

Patt B 'nform.don: 
~ 


Deductible (calendirrell, In doUars) 1100 '100 $100. ',00 $100 $100 1100 ',00 

MEl Update (calendaryear) 2.1% . 2.8% ··2.8% . 2.8% 2.7% 2.1~ 2.7% 2.0. 

Physk:fan Update (calendar !fe8J) '7..4% 1.5% . ':0.7% . 0.3% ·-2.3% . -2.3% -t.9% -2.2!p~ 


Laborafoly Update (caMillia' yolf) 0.0% 3.0% 3.1% .3.0% 2.9% 2.9% 2."~ 3.0% 

DME Upda19 (calendar yeal) . .. .3.2% 3.0% 3.1% 3.0% 2.9% 2.9% 2.9% 3.0% 

. Month', Premium (In donalS) . $46.10 $42.50 $45.80 $50.10 $52.20· $53.70 $55.30 $58.00 

8M1 Premium Recefpts (1n 1Jt1lktns) 19.2 18.8 19.8 22.'1 · .23.4 24.4 25.4 26.5 

Fisca' Year Enrolfment On mlUkms) 35.7 36.3 38.8 31.2 37.7 38.' .38.S 39.0 . 


"1J11 Includes all servlces paid under Ihe physlctan fee schedule, dumble medical equlpmBftt. (ndependent and physlclan 
,/:l.In-afftco hlb seMen. ambulance seIVlties paid by cantars. and OUter servtces. 

V 'nctudu ourpaUenl hospltat servIoos. lab. semco, In hospllal outpallent depaf1ments. hospital-provIded ambulance 'U 
)l'setYtces and olher service,. 	 (') 
til. 

12122195 04:42 PM A, 
A 
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() 
-1ceo December Baseline: MEDICARE 
0 

Outlays by fiscal yeer, N 
t·] 

~In billions of doHafB~ 1995 1996 1997 1998 1999 2000 2001 2002 \.0 
{JI 

lSIMEDiCARE TOTALS; ""-J 

t·]
{JI 
DMandatory Outlays 177.4 . 196.4 215.9 238.4 258.1 280.7 305.3 331.8 3:. .. ~Discretionary Outlays 2:1. at 3..2 .M 3.6 . U U H:1:. 
()TOla' Outlays - 180.1 199.5 219.1 239.7 261.6 284.4 309.2 335.9 .;:u 
-0 

Total Premium Receipts -20,2 ..19.9 . ..20.9 -23.3 ..24.7 -25.8 - -27.0 - -28.2 

Net,9utlays (Total~R~ceipts)-- 159.9 - 179.6 198.2 -216.4 236.9 258.5 . 282.2 307.7 
'to. 

'. ~et:Oul'aysf (Mandat~ry-R8ceiPtS) 157.2,' .176.5, . 195.0- 21,3.1 233.3 ~ 254.8' 278.3 303.6 
-~ 

" " . 

. . , 

-0­

Ul 

12122195 - 04:42 PM 




P.6 OCT 23 '96 07: 36RM IHCRp·. 

Tee p cJ , \..1(!-4 N ~' 
~2-2.. '- k. 



"' ....... ".
.. 
0 

) ') 	 )0 

9 Ttlrs VIII. Medicare. as reestimated under December 1995 baseline 	 bOte-. a nBllI#IIIyaWl lrtbIII!oM at f.ftJlIaIs . 	 ltOt t"7 . 1!I91 111111 2GCMI 2GOf lt02_ Tofld -t 

1)}1 
1\ 

CHANGe IN _ECT lPENDfNG 	 \0_·t 
cn~ 

(s)•Bab""1t A-Madlc.............. '1 	 -0.1 "'~3 ".1. ..1.' 4.' ....2 ·".t ·11.8 .,-:;: 

'f 

... 

0)­
--J: 
D 

• Sub"'" B-P.....ftg ...Wlland A...... 	 3 
H":=. .Paymenl Salegusld! JIId&lortJeCIMM . 0.3 .0..2 ,",.$ ·0.1 .0.. -0.1 -0.8 . -3.4 RI>- .NeW and InCfU!UHI elvl Ul:MMtary PenllUtes -0.0 -D.O -O.t ..O.t ..0.1 ..0_1 ....U ·DA :;0

a:J .. . . Add'iflooid EtccllslonAutholiU.as 	 ..Q,I -0.0 ..0.0 . ·0.1 ~O.t -0.1 . .cJ.3 ~ u .' ".1 	 ~(:rjm'"a' Provisions 	 -0.0 I.' 0.0 0.1 0.2 0.2 0.2 . 0..1"'" 	 ~ ~ Oltaar liems 	 ·0.0 ;.ft.O .0•• -0.0 -0.0 -0.0 .0.0 . ·0.1 
g 
M Sublet.&. suMJIIt 8 .Q.J .0.1 .0.1 .... .0•• ..:t 41 -3.4 f' 
::. 

" Suld.lf. C-R.....Uory R ...... ' " 
PI1ysfclan DwnlBhIp Rafenal· 0.0 0.0 0.0 O.G 0.• 0.0 . 0.. ' 0.2 
8ubtotal, ~C'· G.G 0.0 0.0 0.' 0.0 0.2'.0 '.0 

'_ttlle D-CraduIM Medical Ecfuc.cla.. ' ,.. 
indirect IlledIcdEcfwcatlGn Pa,.."a , -0.5 -t.G ...1.2 -t.G 4... 4.5 ·2.5 ·1'.5 
Dtrect MedfcafE4ucalkD ·0.0 " -o..t ..0.1 ..0.1 -0.2 .0..3 -0.4 ..1.4 

::a . 'BabtoCaI. 8ubQtle 0 	 ..,.3
~. 	 ..0.1 ..1.1 ·-1.7 .2.2 4.1 -3.2 ..U.9 
CIJ -:::r: . 
;.) . Subtile. E ......,....." A 

-II( ~ f- GMItaf P1N1fstJft.t R.".", 10 PIIfA
.-0-, PPS MB-2.51n FWe. ...2.0UtIl'88ftel 	 .0,) . -1.1. .2.4 04.1 ..s..S ..'1:2 .... 40.5 

tJf~ PPS Ex.BmIIt..,... Redvdon 	 .... 0 ..o.f -G..2. .0.2 .... 4 ..0.5 ..1.•-0 	
.0.' 

. Taage1S forRebabllallaA IMld lYe HOspI!ds 	 ..0.0 , ·(U . -0..2 .0.4 ::0.5 -0.1 ·0.7 -2.7 
I: 
0 ReI:t9sfno rcrt Cttt.., LTC Hospital! . 0.0 0.0 0.0 . 0.0 .. 0.0 0.0 O.D 0.0 

.. Ie LTC Hospllills WHNn Olher Hosplm , 0.0 0.0 0.0 0.0 0.0 \).0 0.0 0.2 
N ... 

~....., 	 RedlJC8 nonWa cap1talbJ 1~ -0.1 :.0., ..0.1 .-CU ".2 .G.2 ..Q.2 ..t.O 
. Reduce DSH PaJII'KHIII ..O.t -o.S -0.6 -0.8 -t.1 ..1.2 ...1.2 ..s.2.. , Rlld,UC8 PPS espial.,15" 	 ...1.0 ..t.2 .. -'1.3 ..1.3 ~i... -1.S ..1.S '-9..2 \J•"', .. Reba. pps eaplal Payment Rales 	 -0.3 .0.4 ..().4 -4JA .' "().4 -0.4 -0.4 -2;12, 	 --J 

.... 16 Recluce P~8IU lorHoIpnafBad lJabt . 	 -0.1 ' ·0.1 -0.2 -0.2 ..0..2 -0:.2 ..0.2 ' .. t.O 
::: CIt .... ., Plefenntlal..,ate fIr Ctilalft NOH HMpIlaJl 	 0.0 0.1 0.1 0.1 O.t O. t 0.1 0.6 
N f'II .... .. 

•0 
t. 	

• 
0 

http:EtccllslonAutholiU.as


..... .. ... 

... ..""" ). '. . ') ,. 
0411' 
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CIt Trtfe VIII, Medicare, as reestimated under Dacemuer 1995 ba~lne 
 .le." 

tII1 !lY. tJsclJI p:H, lrtfJlWons 01 doIara' "·11 ' in, " ..,i fm· :moo 200t ZOO2 Total' B' 
to 

f\J... l·J "'" 
~ell.",,,.2·..sHrfJdNWstro FaEMfH ' \.0 

.SJdIIed NUiSIIIOFIClIIIe& ...l2 -0.6 ' -t.t -1.8 : -t.t ,-2.2 -2.4 '. ,;'10.41 (1\' 

~0,.",.,.1 .; 0"",.AovI • .bItRsJatad10 PIlI A 
·l·J,'HemapMta Pas,..'fIItough EdfnsIM 0.0 D.O 0.0 0.0 0.0 0.0 0.0 ,,'00 -,,) 

til Hospica. ' 00.0, ' ..0.0 .(».1 . ..I\t ..lit .ft • ' ~I' <"-8.5 ,~ ..... H~~------~~~----~~------~~~~~--~~~~~.~----~~~------~.~.~A--------~~~I o .ntolli. a,*, ..E ---'4:,' --~j•• ' , ".1, "111." ,:,1.t.':J ·l"'~...."f•• 
I..... n

•N 
!8 

N Subltlle F-Madk8. PM B 
(It PIJII ,~,.".",Re.bint 
D, ·f.&'· .•2., ' N' Reduce payment.llor pJrystdanst "M_ -0." .... 8 ·2.7 ..2.8 ..2.2 -12.8 


Il 
'. Blmfnate ramtuJa dJtvenGverpaymeni ·0.0. ..1.2:, -1.5 ..2.0, '·2.5 ..3.3 .....5 -1~.O 


Reduce updates foe: dumble tnedlGat eqllJpiwant . ~O..O ...0.2, '..0." ·O.S " .0.7 -1.1): ·3.6
- .0"
Red.c8. updales few dIIlcal 'lbS " -0•• .0.3 -0.8 .-0.'8 ·t.O ..1.2. ' ·1.4 ·5.4 

EJdendelllpa'ient capilli redudIoII • 0.0 . 0.0. all '-0.',' .0.1 ..0.1 -0.2 ' ..0.8 


, I:Jdendoul,a~~ l8dgc1hn 0.0 ' 0.0 OJ,. ..O.S .0,3 " ..0.3 -G.4 -1.3 

.o~ ., Freeze paymellla rOt AGe services . -0.0 ' ..O.t ·0.. .4).2., ..0.2, -1.3 

,0.0, , 0.0 ,'.' 0.0 ..0'" 
AaeathHla ftayment AIaeaIIOft . 0.0 ' 0.0 .0.0 0.0 0.0 
UmIllHlvment.for ...... urlllOe IMW:eB ,41 , ..0.0' -0.0: . :·O.t . -0.1 , "'~1 . .0.2' . '.02 -0.7 

.. ,DIIad.,~ II)PAs and NP1oI2I , ' 0.0 , .0.0 , o~O ' 8.0 0.1 0.1 4U 0.3 
" . Paymenls tG pd,.." ,care MDa '" sfIodagllruas ':1J 0.0 0.1 0.1 ',0.1,' 0.' o.t 0.1 O.t. 

~ "Pad 24wf II PI8mlllm 
:: . Increase P" Bpremium -2.9-4.'\~.1 -5.' ..1.5 ~.6 ..12.• .45,9 
% Inceme·re18tad NIbJIon ,,, ~1c8.. 1Ubs.'cS, 0.0 ..o.4·!U ' ..'!.3 . -1.8 *1.0 -2.2 , ·1.3, 
i\ 8uMotal. SUbtl ... F .....2 • ., .., . .9.11' -fZJ . '-,-·fa . .", ·20.1 -24.8 .u.1
<II. . . , 
CD 

., 
" 

If " 'SUbtftleo.:..etedlclre PMtlAanclB: 
·u 

.' J: - .. ,-4.0 ' 

,0 PIV'fMIII ,01 hom&lte8..~, 0.0 " , "'.3 ' ·2.3 '-2.7 -3.1 -3.' -.7.0 ....• Medkatill8COI'ld p.,..h11pnJvel'OlHltS 0.0 ' :0.0 0." . ..1,3 -1.5 ·t.7 ~1.a -f1.3 

N ' ·-G.Oeovefll1l8'" OIaI8faast cancer Drug . 1.1, 0.0 -D.O ..0.0 ..0.0 -40 -0.1 
~. 8uMo.... 811l11Me ~ . 0.1 ' -t.:I ..2.3 .....1 ....7 ..sA •.t ' . ..23.4 ... ".. . .. 
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Question 

Does the Administrnt; n'l"l support and intend to carry out the 
provls~on of the Kennedy-Kassebaum law making ita felony to 
"knowingly and willfully dispose" of assets in order to become 
eligible for Medicaid? 

Answer· 

TheClintofl Administration has pursue.d a policy of "zero tolerance" 
for fr~ud and abuse in our hsalth oarasyetem. Thi~ is especially 
true in ~ublic programs like Medicare and Medicaid. 

'" 
In 199~, the AdminisLrdtion toughened Medicaid eligibility rules 
with r~spect to individuals who sell or transfer their assets below 
their market value. Prospective Medicaid beneficiaries are already
required to disclose such transfers and are denied Medicaid 
eligibility for a specified period of time. Those who refuse to 
disclose su~h transfers oan be penalized. 

Provisions of the Health Insurance Accountability and portability 
AcL of 1996 (the Kennedy-Kassebaum Act) would create a new criminal 
penalty for those who "knowingly and willfully dispose" of asset~ 
to become eligible for Medicaid. The Administration was::; not 
involved in drafting this provision.

. . 

It app9al:."S that this language may be int.erpreteo more broaclly Lhan· 
its authors intended and might, therefore, impede the 
identification and prosecution of fraud and abuse in the Medicaid 
program. Some in Congress, in fact, are interested in legislative 
changes in this law. The Department would be supportive of· such 
efforts and stands ready to work wit.h thlF! ConCJress to make changGs 
in this provision of the law while continuing to stand firm against 
potential abuse of the Medicaid program. 
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(. FACT SHEET#l DRAFT 9/20>a.m.' 
., 

LINK BEtwEEN MEDICArD AND:+EMPoRAR~ ASSISTANCE F()R~iDY'~AMrLIES 
(TANF) , 

'. ',-. 
,,;.; 

-: ":,,. 
," ' 

" :.-'. ~:._ :' )' ',>'.> ,~:"':;I'~':" l·:'<~t-'.,<,;>~~" :.-'.-..~~>.:.:":"'" ~.~: '}~t"t:.~.: ~'·."~:'~"';1''''-:~~>~''::''''''~:'':;~~' ,:. '. 
o Individuals who received AFDC cash assistance or who were deerriea. to have 

•received Arne ~eie 'aut'omaticaIlycliBiblefrir Me;dicaicl' . 

o 	 F~ilies ~hich 10st,AFDC cash assistance betailSe()fe~Mbylri~ri(orteceipt ofchild 
'Cdr spousal) support paynlents were eligfble'forMediCaid fOran"addiii6n8.t period of 
time, 	 i ,. ," > 

.,", "; 

o ,Various (ules of the ArnCprograrf1w;re ~sed to establi~hNfedicaid;li~bility 
under other Medicaid~only eliSibil~iy'gro\lPS (e.i, pregri~t'\~ohi'Crl ~dchi1dren 
whose eligibility is related to the 'pdveny level, opti~nat grotip~'ofchildren and 
caretaker' relatives who do not reeeive AFDC,' and tfie medicalJy'rie~y') 

Welfare reform eliminates the MOC'c1lsh' a'ssisttui'c'e pto~~fu and. repliees ic~ih 'abldck grant 

program called Tempor~ty'As~ista:ilce for Needy Families (TANF): ' , ' . 


o 	 Fafuilies whiclueceive cash' assista.tlc:~uiider TANF,:a:r~ ndi a'ut'()niatlcall~ eligible for 
Medicaid as they were under AFtit:· . ' 

, , 

o Families ~hich lose eligibilitYfor~~sJ{~~sistan~~ ~dert~ b~~~~~,~f ,
" " .' " '. .• ,"', j.. _ , . " ,>, • ": ' ' __,' " , 5.' »'. ­

,employment or receipt of support payments areri6tautomaticaIly eligible for 
extended<Medicaid benefit~ as thefw~re underAFDC. " ',; .. ; " 

•. ', " "" . ;. :,. :"'; ~'.,.:,•..__ : ..,~.'>~-:".", :>t'!": >":";:"'~'.J<,\'.-:>,: ~:-<'~:'.,~"':"'".1'';' 	 ',i 

. Because the AFDC casq assistance programlselnniI1ated, welfare refo~ pt6Vides:tnafany 
reference in title xix to' an AFlle provision or,a.nAf]jC State plan Will be cdnsider~~ areference 
to the AFDC provision 6r plan in effl~ct for the: State'on July f6, 19$6 ,(i.,e.• ,~<pre~ref.6rtn'~ AFDC.) 
nus would 'effectively fteeze the pre~refonn MOe· program foriill MediCaId purpo,~eg, except that " 

, , welfare n~for'm also giv~s States 'some flexibility to change the applicable income 'and iesource 
standards and methodolbgies. as follows: . , , ; . " 

. --J,' 
• " . ", .. " ....... ,~~<,.. :,..;... } ,,:,:: ,'< ':.'.,;'-.': ... ;:;":',.;".~':,:.,,;,.,,.;: "':., '; , " 


, 0 	 A State may lower its incomestandiuds but not below the' standards w~ch it applied, 
on May}, 1988. . . ,., " . 

. . 	 .'~ "", '. " ','" ".' "," .:~'I,·; "',, , ,( ,:,'-_ ~ '\ ,':, ,:'",\1, ~;',:' " "'. ~:' :,,', " ; '''~' .,' •. 

o 	 A State may mcrease its in,c::ome arid resoUrce standards by any increases in the CPl 
subsequent to July 16, 1996.' , , 

. ,.,' . , ' • '. :,. . . . ~'" . ! { '-". , '" :. ,,' '. {.' • . ,. : ' ~. ~,-,,',", - ~ ., . 

o ' A State tnay also choose to appJy more liberat incO'mearldre'sourcernetQ.odoloSies 

, f 
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t~an th6s~ ineffecton'July 16, f9i~. 
. ';, .' . . 

. I .. 

. ' . .' . .~. ' . . . .': " .,' ,', 'i' , .' .' ',' ,~..' . 

· Welfare reform' also creates a new Medicaid eligibility group oflow incotrie raIniliis With'children. 
This group basically consists offa:milieswhich would have beeneligiblefor AFDCcash assistance 

. andtheterore Medicaid under the pie~n~forrn rules.' However, it does not reqUire th~t'acomplete
'AFDC eli~';'ility determinati6n be madeusinSall thepre:-~eform AIDC ptbgrariUules. Rather it 

impo'ses'tWO basiC eligibility requirements for this. group ~ , 

The famii;, income arid resourc~;mllS! m~~ the'pre-tef6fI1t 'AFrlt·standards as 
adjusted ~y the State'under the dptions'explaiJloo ab6ve.' , .,', .'. 

. . . t '." .'. . " .• '...' " .... > ......; ":,, :: ' . 
o 	 .The pre~,;efolm AFiJCdepnvation requrrernent must be'met.([e~~a.'C;hiid .must be 

Ilvmg Wi~h a parent or other relative and' deprived ofpaieIrtal supp6tt'at ciie by the 
death, ab,serice, incapacitY or.uhemploymentof a parerit.) .' " 

Ifa fariilly 'loses Medicaid eligibility unde~ this new group 6eCatlse,:6f einpldyIrieWioi'i~ceipt of 
support payments or employment and received tv1edicaki Under ihisgroupin tIlTeeofthe preteding 
six months, the family iSi~eligible fora period ofextended Medicaid benefits.. 

~ 

There is a pi-dvision whi~h rrian~ates contm~ed M.eaicaideligibilitY forp'i~gIl~hf\i/o~eil and . 
· children who qualitY for,Medicaid under the poverty l~veIJ~lated groups ~dmiii?rchiJdren who 
are not heads ofhousehpld while allowing States to deny Medicaid benetit:s to oihe! adlil1:s and 

· heads of n()usehbld whd lose tANF benefits because of nHusaI to worK.' . 

, ;', 

. ',1 

': ~; 
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LINK BETWE~NMEDIcAiD ANDSSIiOO>ER WELFAREREFOi&f' 
, , 

Under the new law, the~definition ofchildhoo'd disabilityis n~ iongbiIillk~d to in~ d~fuuiion of 
disability for adults, Th~ reference to ·'coniparable severity" in the old law has been;~Jleted. 

The ne~ definition says,: (I) an individ~aIunder the' age of 18 shall be c6risid~ted to De disabled 
under SSI ifthat child ~as a medically deteI'iniriable p'hysicalor mental disability, which results in 
marked a.n:dseverefun~tional1imitation, and which can beiexpected"to i~sult in'death or which 

, ,\j:, •. " ' ", ,. , ',' " .' I·' "', ", .' ,

has lasted or dm be eXpected to last for a continuous period ofat l~aSt twelve montHs, , (2) no 
indivi'dual under the age of 18 who engages in sUbstantial gainful a.ctivitY may h:e cori'~idered 
disabled.' , , 

,In addition to the new definition ofdisabiiity for childre~ the law nianda~es tWo'chani~~s to 
, current evaluation criteria in SSA's regulations. ,SSA must: (1) disco'ritinue the individualized , 

;( , functional assessment (!FA) for children and (2)'elirilinate nlaladaptiv'ebehaVi6r in the' domain of 
~ personal/behavioraJ function in deterniining whether a child is disabJed'\)d Vo rs 

Since, inritany States. Medicaid eligibility accrues directly from SSI eligibility;tl1~. above changes 
to SSI will cause a loss~ofMedicaid eligibility for many children: However,' siri~'Medicaid 
also covers certain poverty-related children irrespective of their SSI,statlls, manyoftb'e " 
children who lose SSI will still cOlltinue to be covered under Medicaid.,' , .' , 

The law provides that SSI payments may only be@n as ofthe first day of the rr1ortthf~llowing (1) 
the date the application is filed; or if later, (2) the d~e the person first meets all eligibilitY factors. 
This is a delay in SSI el,igibility in comparison with the old law. 

1 

SSA is reqUired to red~terrriinethe eligibility ofrecipieritsunderage '18 by A¥griSt 22, 1997, No ' 
SSI eligible child may lbse benefit by reason ofaredetennination of disability u~in:g the new 
definition earlier than J}lly 1, 1997, 

SSA is required to send notices to all affected recipients ri~ later thAn Ja1i~ary '1',,'1"997. 

I I
-wQ...~o-d ~ pb~S'o.JL1V\ oVV- i"ll f.o ,1)~ , rict of flu. IFA ~loo 

300,000 ~ fIAt th~u IFA I fYIOAI\)' w, \1 /Q.qulAh!1, UI'JCM1 (YlQ(/wo1 
, , COV\ct 1bbV1<S" ; " ,; ,,", " " , , 

HCFA AcJuav/J!t s-o.y ~/600fo,(Qq 'OD~ 'wr{rperW7Q~fty,(o~ MA 

-mfJ,-ny6F ~~ t1ds hC\v~' 'VV7u(ftpUL ~1&Qlolld1Jl£; ;buI ~~~'O~ 
'~I~ ~\J-e.Ht ,eV).ou~~ /-D9'-1 tJ--~ FY " "., , . 

.... tUe-S<: lIds VVllX-j fill ti1vu. ~d(s. " " , 
- -(end ta hov~ LOD1\..e WlQAI)loJl than physl('cx,//, coV/oftrloVJ~ , 

) , l 
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Medicaid Eligibility of~e,gal Iminigrants . 

The Pe~sona! Responsibility and WorkOpp~rti:inity Act ofI996 cP.L.I04~1·93Yiaehnfi·estwo 
categories oflega! iminigrants: "qualified alien's" arid oth~rs. .' . : . . . 

~ 	 , , , •.. ; t, 

"Q~QlifledAli,m" Defined: A "qualified a/ien'~ is an alien who is lawfollyadmittedfor 
permanent 'residente u~derVarious sections. o!thelmmigration and Natlonalitj AC,1 (INA) 
iricluding: an asylee. arefugee. an individUal who has beenjiaro/etJ inlO the. U.S.jdr a period of 
one year, an indtjJidua~ who has hadhislher deportation wilhhe/d, andwho lias been gTanted 
cariditional entry. Thi~ definition also includes certain battered immigrants. 

. { ,, 

. States have the followibg options to cover legal imrrrigrants. as long as these indi\1dua1~ meet the . 
financial and otherelisi,~ility requirements ofthe program. . 

Immigra'rits Residing idthe U.S, 
,::: 

States' are riot required~o end Medicaid cover~e qr'eliwhilitY f~~ any '~qii.aJi~edalie~~·,' residing in .' 
the U.S. before August~22. 1996. Ifthe State Plan already proViqes such'coverag~ and'eligibility. 
iiCFA'Will presume the State will continue to provide Medicaid to these individilals. until a State 
Plan Amfmdmehi is suBmitted to· the contrary. ' , 

o 	 . ,For immigrants;'who are "qu81ified aliens" receiving Meciicaidbenefiis' (we~e en~olled in 

the State's Medicaid program) on August 22, 1996, States must contiriu·e Medicaid . 

coverage until4t least January 1, 1997. Afterthat date, HCFA Win ass~e~9a:tStatesare 


. continuing to cover theSe individuals. uruess the State amends its'State Plan to discontinue 
coverage ofthE1§e individuals. 

o 	 For iinmi~ants;who are "qu~lified aIiens"re~iding in the United S~at~s~~fdre August 22, 

1996. but were:not enrolled on that date, whethere1igible or not, Sta.tesna~e' the option 

not to provide Medicaid beginning on AugUst 22, 1996. To do so, 'the State:must amend 

its State Plan. i 


" 
o 	 F or other immi~ants who ate not '"qualifieaatiens." Medicaid·eligibility was telminated 

on August 22,. ~996 underP.L. 104-193, eXcep~ for those recei~g SSt. Fot these 
irninigrants, Mcr.dicaideligibilit}rcontinues until SSAredet~rrruries eligIbilitY' (see page 4), 

,I , 

,i 

j 

~ . 


. 
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Eicepted GrOUpS ofI:ri1hiigrants, 
l .' 
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There is an excepted group of immigrants to who~ the State mio1 p'roVJ.deMdii~8id 'coverage, 

provided the individual~are othelwise eligible. The folloWing groups o'fururugranfs are ' 
considered pari of the excepted group; 

o 	 'Refugees.-FoT the first 5 years aft~ entry to U.S. in d~at status 

'0 ' Asylees ;•• Fof the fint 5 ye~rs afte; granted asylum 

o 	 Individullls whose deportation is being withheld by the INS -- terthe fi~st 5 years 
'after graftt ofdeportation withholding 

o 	 Lawful fennarient Residents - After-they hav~lieen credite'd Witll"40 quarters of 
cO'llerag~ under Social Security (based upon their o~ w9rk aIidJdr tJ:1at of spouses 
or parerlts} and no Federal means":teste'd public benefits were receiv~d by the ' 
individual. in the quarter to be credited (or the spouse/parent on whose work . 

,record quarters were credited). Members of this group are riot excepted ifthe 
immigraFfarrives in the U,S. ~ August 22, 1996. 

,. , . .' 

o Honora~ly discharged U. S. military veterans, active dlityrtillita.ry. pe~~onnel. and 
, their spouses and unmarried dej'-endent children ~. At anytime. ' 

Immigrants Admittedt" the u.s. OnorAftE~r August 22, 1996 

There is a. mandatory b~n onMedicaid eligibility for imnugrants ~ho are'~qtlallii~a'Mieris" newly 
admitted to the U.S . .Q.,ri'or after August 22, 1996. The ban is in effect for the first five years they 
are in the U.s. in that s~atus, untess the individual is a member ofone of the excepted groups. 

, Mer the five~year ban ('expires, an immigrant's accessto Medicaid is at Sutte op~i?h ,(for those 
otherwise eligible). Fo! those who have individual'sponsOrswho sign. ne\v. legally binding , 
affidaVits of support (required elsewhere in welfare reform, beginning no hiter than February 
1991), States must deem the income and resources of the immigrant's sponsOr.(and spollsor's . 
spouse) to be avaiJableito support the immigrant when deterMining the iriUnigr-aitt's eligibility for 
Medicaid. For most irrimigrants, deeming will not take effect for five years.

", 	 -.. ;' 

, 	 , 

'Individuals who have been credited with 40 quarters ~f~ork without re'ceiving assistance are not 
considered ail excepted group under these provisions. ' , 

f . 
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, 	 ~,.'. f ' 

Sponsor to "Qualified Alien" Deerrung ofIncome-and:ResoUrces ' 
" 

, .:; 	 .' .' ,",' '. , ' 

There is rio deenungof;~ponsors' income and re'sources for iri~vidu8.1s ~ho,entete'd the u.s. 
under the old affidaVits of suppon. The new deenlirig requireznents apply to Meaicwd in the 
following sitiJations: ' 	 , ' 

. 
o 	 Deeming applies only tosponso~s signmg new. legally bidding affidavits of' 

support.! ' 
,_ ,I, 	 ", ' 

o 	 The sponsor's and sponsOr spouse's income and resources Will oe counted when 
dete~g the income and resOurces a,:ailabllino the imnugrarit they sponsor. 

~: 	 . 
o Deeming ap'pIies only to immi~ants wh~ are sponso(ed by iridiViduaIs. ' 

~' 	 ­

o 	 Under t~e omnibusappropdationS amendments, deemirig-doe~not apply to 
hatterediiirnmlgrants or to those ,who would be indigent, dtfined as uriable to obtain 
food and shelte'r without assistance, because their sponsors are not proViding 
adequat~ support. ' 

o 	 Deenling continues until the earlier of naturalization by the immigrant or the 
, immigra;nt's being credited With 40 quarters otsodal S~cliriiy Cc?~errage. ,Such 

, 'quarterS! do not include'any quarter!; after December 31, 1996 in wruchthe 
imgra;nt (or the immigrant's spoLlse!parent on whose work -recoid the immigrant 
is credit~d ~th quarters) receives FederBl me:uis~iesied benefits. 

~ 	 " 

" ~, 	 . " ,.' .' '; ~ ~ ,- "":~ , ',':"" ':,' ':t:"'''' ·.,ll':t,,:., 

o Spdnso~s must reimburse Federal, State~ and local governments for the cOSt of 
means-tested benefits received by the sponsored imrrligrant during the :deenung 

, period, ~ut excluding the costs ofemergency medical serVices_ 

Emergency Services 

Provided they meet th~ financial and categorical eliWbiliiy rCqi:llrem~nts, bdthquallii~d aliens and' 
non-qualified aliens'co~tintie to be eligible for _emergency serVices under Medicaid. , , 

~ . 	 , \, ­

ri 
.5 

SSII Medicaid ConneCtion for "Qualified Aliens'; 
~J 

. ' . ; ,,' ~~ . . , , ' ' ,.- .' ".' -.'. '1,,; ..: .. " : '. . .:- ,"_ '" ,', '. ' , 
Other provisions ofw~lfare reform ban receipt ofSSI cash behefits forb'oth cuTrefifand new 
otherwise eliwble "quilified aliens;" unless they are a member of orie ofthe excepted groups 
listed above. ' ~ , 
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Individuals who'continue to reCeive. SSI cashbenefits would be eligible rdf Medl~:aid~der the 
usual rules. The Social/Security Adrrunistration must redetermme the ssreli~tiiliiY .o'f an . 
imlriigrants within one year ofenactment. Upon redeteintination. the i.nlIhlgraiihilay lose cash 
assistance if he/she is n~i a inernberofone ofthe above eXcepted groups. . 

. . I· 	 , . . ., . '. . ,
States are required to perform a redetemunation ofMedicwd eligibility in ¥1Y case, where an 
individual loses sst and that teiniination affects the individUal's eligibilitY for,MEkiicwd..·,Those 
losing or barred in the future from reCeiving SSI cash benefits will find their Medicaid oenefits 
.affeCted in the following ways: 	 . 

.'" \ '.' '. ' ' .' . .. " " '., , . ' . " ' ' "-
o 	 A State that haS: opted under its Medicaid planto coYer rion;'cashSSI-reIa:t~fgroups 

wouldautoinatically continue Medicaid for "qualified aliens" wlio fir'into those groups. 
. '. 	 . " . 

o 	 A State that hai:!lQ! preViously opted urider its MediCaid State plaii to Cover non;.cash 
SSI-relaied grolips CQuld, as always. submit a State plan a.rrteIidinent to p!"o~de coverage 
for non-cash SST-related groups, HCFA is eXploring options to pel'Ihli'States to' do this as 
simply as possi~le. ' 

"i
Il 

In addition, a State thai opts to cover only SSI cashretipienis may still b6~ble [~"c6ver some of 
the "qualified aliens" uAder other provisions ofcurrent Medicaid law (ie., Pbverty-r~lated 
pregnant women and children., medically needy, etc.). '. ' 

An iI1ii:higrailt who lose's SSI ~sh benefits wou1d continue to be eliwb1e fO'rMedrbaid~ntil the 
State conducts a Medidaid eligibility redeternuriation (which, requires Consideration'or-other bases 
for Medicaid,eligibility tor which the individual mayqualify) and has found that the individual 
does not qualify for M~dicaid by any other means. ' . 

f' 

Related Fact Sheets: 5 

Link BeiWeenMedicai~ 'and Temporary Assistance for'N~y'Fariillies:(TA:NF) 
~ . 
~ j .' ' ", I" ~ '". l ," ,"','

Link Between Medicaip and Coverage of SSI Children under Welfare Refo'rin 
t. 	 ' . 

Link Betwee~ Medicaid and the Immigration PiovisioIlS ofthe Pe;soriaJ:Rhspon~ibHitY and Work 
. Opporiunity Act on 996 . . , · 

, .. ~ 
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FACT SHEET#4 


.' cONtiNuATION OF DEMONSTRAnON PRovisIONs, 
iN SECTION 1115 WELFARE' REFORM DEMONSTRATIONS 

UNDER THE PERSONALRESPONSIBILm AND woRk' 
OPPO~TUNITY RECONCn..IATION ACTOF1996 

States with section 11 is welfare refo~ demonsttatiorls mayelect tocontiiiue~lJor s'orne of the 
individual waivers and costs notothefwise matchable (CNOM) authoritY they ~ve been granted, 
relating to the'Title N':A cash assistance and Medicaid programs.' .: '. . 

Section,415 of the Pers~nal Responsibility and W~rkOpporturutyReconbilia.tibriActof·1996 
(PRWORA) peimits Sta.tes to continlle all or some oftheAFDCand Medicai'd dcindiiStratton 
waivers (hereafter understood to also include CNOMs)granted under secti~n 11 fs ofthe Social 
Security Act either in effect as of August 22, 1996 or'submith~d pno; to Augusi22, 1996 and 
approved on or before July I, 1997. These waiversrriay remain in effect until the ~X'pinition of 
the demonstration (excluding any extensions). States also have the option ofteIfuinating their 
waivers prior to expiration of the demohsiratio~ inwhi'ch case·they.wilJ be held hannless for their 
accrued cost neutrality iliabilities. WJille the waivers are in effect, th~ 'amendmen.ts made by 
PRWORA will riot ap'pjy to these demonstrations to the eXtent that the arrieridnient:~:~e 

. . t ' 

inconsistent with the waivers. . 

Section 1931 ofPRW6RA establishes a general rule! that an mdi~d~aI ~1'1 b(i't't~~t&l as a IV-A 
recipient for Medicaid purposes ifhe orshernee!s the income and,resource starid~ds and all other 
categorical requirements [or should it be "the deprivation requb-ements"?) for determining 
AIDC eligibility undei":the AFDC state plan ineffect"on JuJy 16,1996. ~eCtidn ,1931(d) permits 
States to cOntinue to apply waivers oftitle'rV-A provisions [and CNOMs?l3fr~cting Medicaid 
eligibility (either in effe~ as bfJuly 16, 1996 or submitted before AUgust 22, 1996.ana approved 
on or before July 1, 1997) beyond the date the [demonstration] waivers would oth~rwlse expire.. r. '. . '. . . . . . , ".. ;....
Unlike under section 415, these proVisions can be'extended indefinitely, 

, ~ . . ~ " . . 

The relationship betwebn seCtions 415 and 1931' is as follows. SeCtion '415c6vers a Droader 
~' . '...; . . .. '. -"" ~.. ,.".. , .;;.; . 

. range ofprovisions thap does section 1931 (i.e., morethanj~stth()se p'royisions relat~d to 
Medicaid eligibility, ana up to as many as all ofa State;s demonstration'~8.ivers.shbt;Jld the ~tate 
elect to continue their demonstration in toto), However, the waivers selected for Continuation by... . . \ '" ,.' ", . ,.', , 

a State under section 4;15 may be retained only through the previo.usly established expiration date 
for the demonstration (excluding any extensions).' SeCtion 1931; on the other bahd,covers a 
smaller ~et of waivers (only those AFDC 'provisions rClated to Medicaid eligibiJitY), but they can 
be continued iridefiniteiy. ' 

t 
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, 'INCREASED FEDERAL MATCIllNG RATES FOR INCREAsED 
ADM:l:NISTRATIVE COSTS OF ELIGmiLITY DETERMINATION' 

, ' UNDER WELFARE REF()RM ' ' 

. . . . . :_' , : . ; -, ,.,- :. ,_ " . , .>' ~ _f:l_ 


The Personal Responsib,ility and Work OpportUnitY iteccinciliation Act 6f 1996, ' 

(p.L. 104-193) signific~tly revised how States determine Medicaid eligibilitY'f6r 
needy fanulies and chi1dten. The leSislation proVidesa' special fund ofS500itiillion 
for enhanced Federil m~tching for States' expenditures attributable to the arurunisiraiive 
costs ofMedicaid eliglQility deterininations due to this legislation. The 'specific features' 
oftrus provision are de~cribed below: :'" 

f 
Federal Financial Partic~pation CFFp) Raw 

,I 

The rioimalFFP rate fof States' administrative co~~ fo~ eliwbility deierimli:itioriSi.t~'the ' 
Medicaid program is 5Ci percent. However, under this new law, the Secretary is giv~n ' 
discretion to increase the FFP rate above 50 percent, up to a fiXed national dollar cap ()Il this 
enhanced funding. This enhanced funding is for the ad:minjstrinive costs applicablet'o the 
extra costs of eligibilitytdetenninations due to this legislation. ' 

j 
DemQnstratio'n to the S~cret3.ry 

. ,f 

In order to receive the'~ilhanced funding restiltingfrdtnthe mcrease mihe'FFP rite. each 
State must demonstratejto the satisfaction ofthe Secretarythitihe costs areattnDutable to the 
administrative costs ofMedicaid eligibility detemlinations which are iJ:lci.lm!d becaUse'otthe 
enacurient ofP.L; 104-193. ' 

. ! , 
National Limitation on frotal Funding' 

r ' , , . 

The total Federal funds:;avitilable for enha:nced niat:ch are limited tO$500 riuili6n. 

'Time Liniiiiitions 

, , ' 1 , ,,': , .,'" , ' , . .' ,.:'~, , 
I'. 

The $500 million is available nationally for expenditures during the tirile' period of 

Fiscal Years 1997 thro~gh 2000. On 'a State-specific basis, theCnhaiic~d fulid~gis 

available for only 12 qJarters. The 12 quaners are prescribed as the firSt ,12 calendar 

quarters in which a State's TANF program is iil effect after AUgUst21,1996. ' 


I ' 
i: 
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