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NATIONAL SENIOR CITIZENS LAW CENTER
1815 H STREET, N.W., SUITE 700-
WASHINGTON, D.C. 20006

TELEPHONE: (202) 887-5280 FACSIMILE (202) 785-6792
WASHINGTON, D C :‘. :
BURTON D. FRETZ
EXECUTIVE DIRECTOR

September 30, 1996

Chris Jennings

Special Assistant to the President
for Health Policy Development
Domestic Policy Council .

Old Executive Office Building
Room 213

1700 Pennsylvania Avenue, N.W.
Washington, 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 Schlosberg 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 intends to issue guidance to the states by mid-October. Under
the circumstances, we 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 call your office to follow-up.

Sincerely,

Patricj ore

encls.
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Health Care Finance Administration ' - . BRANCH OF

Department of Health and Human Services " , E | o IBIS H Street, NW. Suiteqlli)ss
200 Independence Avenue, N.W., Room 314G o , Washington, D.C. 20006
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iadeck: : o o L 211 N. Columbia St. 2nd Floor
Dea_r Mr. Vladeck. : Chape! Hill. NC 27514

(919) 968-6308
Since the mceptmn of the Medlcald program in 1965, eligibility for benefits has been Fax #: (919) 968-8855
closely linked to receipt of cash assistancé 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. 104-192) (hereinafter 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 immigrants. 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."’
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."?

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 und’er 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, HCFA must issue guldance to states to clanfy these amblgmtles and assure that

beneficiaries' rights are not abrogated. -

The attached memnrandum 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 HCFA should issue policy directives to states that encompass the following:

THCFA Healthwatch, Vol. 2, No. 1, at 2 (September 1996).
o | |



Bruce Vladeck, Adrrnmstrator
- Page2 -
“September 24, 1996

» _  Theloss of cash assistance under the AFDC or SSI programs does not result in automatlc
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 heanng
. Pending final determmatlon Medicaid beneﬁts must be contmued

- Quahﬁed legal ahens who lose SSI cash assistance remain categoncally needy and
therefore eligible for Medicaid unless a state opts to end coverage. This is because the
state's authority under Section 402(b)(1) 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 other\wse quallﬁed aliens. -

5 As a matter of sound pubhc health pohcy, reporting and verification requlrements in the
welfare law must be construed narrowly.

» . HCFA must instruct states that aliens, regardless of immigration status, remain eligible -
for emergency medical care including care and treatment for labor and delivery.

» _ Under Section 114, states with waivers that affect ehglblllty for medlcal assistance have
' the option to continue the waiver after the date the waiver would otherwise expire or
determine 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 HCFA wﬂl give our analysm due consideration and i incorporate it into
its pohcy directives to statés. We are also requesting that HCFA establish a mechanism for
continued dialogue around these and other pressing issues so that we can continue to share our
expertise and provide HCFA with analysis and commentary throughout the. lmplementatlon ‘
process. :

. Si erely,'

laudla Schlosberg
National Health Law Program

QTW ?7%7%

Trish Nemore
National Senior Citizens Law Center



'WELFARE REFORM IMPLEMENTATION ISSUE PAPER 1
Commumg Medzcazd Coverage for Qualzf jed Aliens, SSI Chzldren and former AFDC Reczpzents
. by ) ‘ ;
Claudla Schlosberg, National Health Law Program .
" Trish Nemore, National Senior Citizens Law Center V

Introduction

This memorandum identifies several key "first order” issues concermng the
implementation of the Personal Respon51b111ty 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 of welfare programs and creates
major new restrictions on receipt of public benefits by legal immigrants, the structure 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 will no 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 regulatlons establish that Medicaid beneficiaries
must continue to receive benefits until they 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 recipie’nt s circumstances that may affect his or her eligibility. 42

C.F.R. 435.916(c)(1). Under 42 C.F.R. Section 435.916(c)(2), "[i]f the 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, stdtes cannot

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 required redetermination.

Redetermination reviews, moreover, are conducted ex parfe. Massacl_msetts A§§ n 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 no 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 of 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. Id. at Section 435.919(b). The requirements
~ of Subpart 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 with written notice stating 1)-
what action the agency intends to take, (2) the reasons for the intended action, the. specific
regulations that support 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 date of
~action, 42 C.F.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(&)(2) .

ngmﬁcantly, Medxcald beneﬁts must continue during the redeterrmnatlon 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 431.211. If the recipient requests a hearing before the date of
action, however , Medicaid benefits must continue pendmg 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 protections in the Medicaid program have not been
abrogated by any provisions of the welfare law. Furthermore, they apply to all individuals who
qualify for Medicaid under any. eligibility category Massachusetts Ass'n of Older Americans,
supra at 753.

Accordingly, HCFA must notify States that the loss of cash assistancé does not trigger an '

automatic termination from the Medicaid program. Instead, states must conduct an gx parte
redetermination of ehglblllty If it is determined that Medicaid eligibility is not otherwise
established, the state must comport with due process and issue nonce and provide the beneﬁcxary
with the opportunity for a fair hearmg

ISSUE TWO THE STATUS OF QUALIFIED LEGAL ALIENS WHO LOSE SSI CASH
ASSISTANCE

Polrcy Qualified legal allens 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 of eligibility or mehglblllty on the basis of
alienage. States do not need to expand their exxstmg Medicaid programs to continue coverage
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for these otherwise qualiﬁéd aliens.“
~-a. States need only act affirmatively if they opt'to 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 remain eligible 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 of whether 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 determine the 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 federal means-tested benefits for five years. Section
402(3) defines the term "designated Federal program.” In pertinent part, "Medicaid" is deﬁned

s "[a] State plan approved under title XIX of the Social Security Act, other than [emergency]
medlcal assistance descrlbed in section 401(b)(1)(A)

: "As in all cases mvolvmg statutory constructlon, the 'starting point must be the language
~ employed by Congress. "' Lynch v. Rank, 747 F.2d 528, 531 (1984), guoting 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 terms." Ciampa v. Secretagy Qf Health and Human Services, 687 F.2d 518, 524
(1st Cir. 1982), citing Ma . Financial Se Inc. v. SIPC, 545 F.2d 754, 756 (1st Cir. 1976),
guoting Cam mgm V. !J, “ 242 U.S. 470 (1917) cert. denied. 431 U.S. 904 (1977).

Here, the language of the statute clearly authorizes states to determine the Medicaid
eligibility of qualified aliens (other than those excepted under Section 402(b)(2)). In other
words, states can decide to continue Medicaid eligibility of qualifiéd aliens under the state's
Medicaid plan. Some have argued however that section 402(b)(1) automatically terminates
benefits for qualified aliens and that states desiring to continue coverage will have to take -
affirmative 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 as the statute's legislative history. Moore Bayou Wgter Agg Inc. v. 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 of enactment to continue to 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 glven "the option of ending cash véelfare pa}?me'nts and social service- béneﬁts for
current recipients after January 1, 1997." H. R. Conf. Rep. No. 725, 104th Cong 2nd. Sess 380
(1996). The blanket bar to Medlcald however was rejected by the full Congress in the final vote

" on.the bill. Instead Medicaid was incliided 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
411(d), however, Congress authorized states to opt to 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, Congress clearly 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 a fair 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.” St. 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 special weight when an implied repeal or amendment might raise
constitutional questions." Id. See NLRB v. Catholic Bishop of Chicago, 440 U.S. 490, 59 L.Ed.
2d 533,99 S.Ct. 1313 (1979); Brown v. Consol. Rail Corp., 605 F. Supp. 629 (N.D. Ohio 1985
)(where a statute is 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, quahﬁed legal aliens remain ehglble for Medicaid, unless states opt to
d1scontmue coverage States need not take any afﬁrmatxve action to maintain the status quo.

b. States opting to cover quahﬁed aliens under Sectlon 402(b)(1) must comply w1th
requirements of the Medlcald program. :

Séction 402(b)(1) provides "Notwithstanding any other provision of law .. .astate is
authorized to determine the eligibility of an alien who is a qualified alien . . . ." Section
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402(b)(1), however, does not give states authority to selectively repeal provisions of the
Medicaid statute. .As noted above, if Congress wantéd to repeal the Medicaid statute or give -
' states authority to do so, it must act "with clear and manifest intent." Watt v. Alaska, 101 S. Ct.
1673, 451 U.8. 259, 68 L.Ed. 2d 80 (1981). Thus, Section 402(b)(1) must be construed
“narrowly. Rather than a broad grant of authority to rewrite the Medicaid statute, it merely gives
 states the option of restricting eligibility on the basis of alienage or not. Support for this.
position is found in Section 433(&)(,1), which provides: - ‘ '

Nothmg in thls tltle may be construed as an entltlement ora ‘
determination of an individual's eligibility or fulfillment of the c
requlrements for any Federal, State, or local governmental - -

program, assistance, or benefits. For purpose of this title,
eligibility relates only t neral issue of eli 1b111t or

1nehg1b1htz on the basis of gh nage.

(Emphasis added). ? Accordingly, the only question for states is whetheér they intend to continue
to provide Medicaid coverage for qualified aliens or not. If a state choses to continue coverage,
it must comport with all Medicaid provisions '(unless walved) including those regardmg
eligibility, statewideness and comparablhty

c. States contmmng coverage for quallﬁed aliens who lose SSI cash a551stance may
continue Medicaid coverage under the state s ex1stmg 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 of the recipient
as an alien and not on any program eligibility requirement of Meédicaid 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 in€ligible 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 eligbility as "categorically needy."* The difference

? Thus, the phrase "notwithstanding any other provision of law," must also be construed _
only to preclude operation of any law that would proh1b1t a state from not providing Medicaid
benefits on the basis of ahenage

“Medicaid regulanons mcorporatmg the "deeming" reqﬁirements are found at 42 C.F.R;
Section 435.113 (AFDC) and 42 C.F:R. Section 435.122 (SSI).

. S :



in ‘the instant case is that Congress has delegafed_ its authority to the States and given each state
- the option to continue providing Medicaid benefits to these enrollees.

The deeiSion of a'state to opt to continue coverage of non-exempt, qualified aliens, .
therefore, is effectively a decision 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

a351stance : : : » ~

Absent the dée’ming approach, states would have to redetermine eligibility of those - .
qualified aliens losing SSI under another existing category of their Medicaid program. However,

- only 35 states and the District of Columbia provide coverage to medically needy individuals, and

only 29 states and the District of Columbia 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 unless the state amended
its State Plan. Under Medicaid rules, however if the state provides Medicaid to any individual

~ inan optional group, the state must prov1de Medicaid to all individuals 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 recxpxents nor the mandated expansion of programs by states was
intended by Congress. :

In sum, states should not have to expand Medlcaxd 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 informing
them that if they opt to continue coverage for non-exempt qualified aliens, and such aliens

“qualify for SSI "but for" their alien status, they remam categoncally needy under the Medicaid
 program. . _ ,

" ISSUE THREE: VERIFI‘CATION AND REPORTING REQUIREMENTS

‘Polzcy As a matter of sound public health policy, reporting and venﬁcatlon requlrements 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 adverse impact of these provisions, HCFA must issue
guidance to the States clarifying that these provisions do not impose any new requirements on |
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health providers and do not eliminate the confidentiality protections in the SAVE program. 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 1 the language and structure of the statute itself.

In relevant part, Section 404 amends Title IVA of the Social Securlty Act 42 U.S.C.
Section 601 et. Seq by adding a new section which states:

“Each state to which a grant is 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 1nd1v1dual who the State knows is unlawfully in the United
States. -

The welfare law contains similar repo:ting'reQuirem‘ents 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, Section 404(b)'s mandatory reporting requirements
apply only to'the reportmg of persons seekmg AFDC services, not Medicaid services or health .
care.’ :

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)(1). Section 432 further provides that "[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 Social Security Act."

Section 1137 codifies the requirements of the 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(f). In addition, the statute prohibits INS
from-using information obtained through the verification system for civil immigration law

: SArguably, 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.1lI
1983)(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. - - '



enforcement. 42 U.S.C. 1320(0)(‘1) .

Although Section 434° of the welfare law appears to authorlze an'"open season" for
reportmg to INS, the language of Section 434 fails to evidence a clear and manifest intention to
repeal SAVE.: Nor does any other provision in the law repeal SAVE. 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 health 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 are bai'red from most public benefits, Section’
401(b)(1)(A) makes an exception for "[m]edical assistance under Title XIX of the Social
Security Act . . . for care and services that are necessary for the treatment of an emergency
condition (as dkeﬁned in section 1903(v)(3) of such Act)." Section 403(c)(2)(A) recognizes a ‘
similar exception for lawful aliens entering the country after the act takes effect. ‘

Section 1903(v)(3) defines an emergency medical condition as "a medical condition
(including labor and 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 functlons or (C) serlous dysfunction of any bodlly 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 effect under Title XIX. Under well-established rules of
statutory construction, indefinite Congressional expressions cannot negate the plain language of a

Section 434 provides:

- Notwithstanding any other provision of Federal, 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 1mm1grat10n status, lawful or unlawful of an alien in the United
States. : :



statute. The language of the statute, and not the conference report controls. . St. Martin Lutheran
Church v. South Dakota, supra. Accordmgly, states must be-instructed that FFP for treatment of
aliens who are experiencing an emergency medical condition, mcludmg 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 waiver would otherwise expn'e Section 114(d), however does not repeal Title XIX.

Rationale: Section 114, the "Chafee-Breaux Amendment," contains critically 1mportant

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 ellglble for Medicaid under current law, under the existing law,

will lose their health care coverage under Medicaid if the state lowers its ehglblllty standards for
“cash assistance or AFDC." Congressmnal Record 88345 July 19, 1996.

Sections and (a) and (b) d1rect states to use AFDC criteria in effect as of July 16, 1996.
Section (c) addresses the treatment of transitional Medicaid, whﬂe section (d) refers to the effect
of waivers. Spec1ﬁcally, Section 114(d) provides:

In the case of a waiver of a provision of part A of 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 Personal 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 of qualifying 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 provxde a basis for receipt of medical assistance, the state can opt to

- continue applying the standards as modified by the Walver

Sectlon 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 to give 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

9
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would undermlne the Congresswnal intent to- preserve Medicaid ehglblhty evenifa state apphes
more restrlctlve crlterla for TANF.. ‘ :

10
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waiver provision in the Chafee-Breaux language with you. 1 thought you might be interested in
the analysis that was sent aver to HCFA.
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September 24, 1996
Inteiptetation of the Waiver Provision in Section 1931 — Legal Analysis

Thls paper brleﬂy 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, that Senator Chafee and Senator Breaux believe was intended by their -
amendment. :

Subsection (b) of 1931 sels forth Lhe general rule on how eligibility for Medlcald
will be determined for those who have qualified for Medicaid based on their receipt of
AFDC. It provides that persons shall be eligible for medical assistance if they meet

(1) the income and resource standards for determining eligibility under a state plan
- approved under title IV-A", using the standards and methodologies in effect on July 16,
1996, and (2) the state plan “deprivation”, or family composition, rules as of July 16,
1996. (Vana tions of these standards and methodologies are penmtted under secnon
1931(0)(2).)
- While the meaning of the waiver provision in section 1931(&) is open to some
interpretation, it is clear that section 1931(b) is the general provision establishing the
“rules for how eligibility will be determined and that subsection (d), addressing the
issue of how waivers may affect eligibility determinations, is ancxllary to that general
provision. This interpretation is consistent with the construct of section 1931;
~ subsection (b) is-set forth as the general rule and does not state that it is the rule except
as provided in subwcmon (d). Indeed, there is nothing in section 1931 to suggest that
subsection (d) was intended to be applied in such a way as to override and eliminate
the guarantees established bv the ehglbmty criteria set forth in subsection (b).

The understandmg of the lead spuncorc, of the Chafee-Breaux amendment is that
et‘zgzbzlzty criterin umb! l\/?td i subse ctzo;f (t ;) In light of the fact that subsecnon (b}
establishes the general rules for determining eligibility for Medicaid (for the formerly
AFDC-telated population), the most reasonable construction of subsection (d) is that
‘the AFDC waivers described in that subscction (ie., waivers that “affect the eligibility of
individuals for medical assistance under this title”) refer to those waivers that relate to
the specific eligibility rules — the income and asset standards and methodologies and
family composition rules — that must now be applied to determine eligibility for -
medical assistance pursiant to subsection (b). In other words, under subsection (b)
states must apply AFDC income and asset standards and methodologies and family
‘composition rules to determine eligibility for Medicaid. However, under subsection
(d), states have the uption to apply the rules they have developed through the waiver |
process in lieu of the stand ard state plan rules that pertain to these eligibility cntena
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Thus, states with waivers that expand or restrict standard earned income
d.lSregard rules, asset requirements, two-parent fa amily rules, or rules regarding
countable income could apply those waiver policies in lieu of the standard, July 16,
1996 income and assel standards and met hodologies and family composition rules. The
waiver provisionallows states to substitute waiver rules for the standard rules while
mamtmmng the basic criteria that musthe uppmd to determine Medicaid eligibility. '

While this is the most reabonabls interprétation of the two subsections of 1931, it

is possible to read subsections (b) and (d) as independent provisions. However, even if

one were to read these subsections as independent prowszons there i$ no basis for

reading section 1931(b) out of the law as some states are urging. 1f the provisions were

independent, subsection (d) wauld aliow states ta determine Medicaid eligibility
‘pursuant to its waiver policies linking to its block grant, but states would still be

required to evaluate whether any child or parent who is not eligible under those

policies meets the requirements of section 1931(b). This would assure that the intent of

the Chafee-Breaux amendment is accomplished in that no person who meets the AFDC
~ family composition requirements whose income and assets are below state standards as
- of July, 1996 will be denmd Medlcmd coverage. . |

The fact 'that Con s;recs made available up to $500 million to the defray the costs
‘associated with making separate eligibility determinations under the criteria set forth in
subsection (b) @us,g.,est: that Congress clearlv understodd that separate evaluations of
Medicaid eligibility would be requ:red under section 1931. Itisalso particularly v
revealing that the Senate explicitly and overwhelmingly rejected, on a vote of 68 to 31, a
~ substitute amendment offercd by Senator Roth that would have eliminated the

ehglblhry standards set forth in section 1931(b), relying instead on a grandfather _
-provision that would only have guaranteed coverage to current recipients of AFDC and
Medicaid. As Sénator Roth correctly pointed out during the debate, “The difference
(between the Roth'substitute and the Chafee-Breaux amendment) is that the Chafee-
Breaux amendment applies ta catégories rather than people Congressmnal Record,
S8347, July 19, 1996, Subsection (b) is the provision in the Chafee-Breaux amendment
that defines the categories of people who must be covered. Any mterpretaucn of -
section 1931 that allows states ta.disregard the eligibility criteria set forth in subsection
{b) and to deny Medicaid coverage to parents and children without regard to whether
those parents and children meet those criteria would accomplish much of what the
‘Roth substitute proposed and which 68 Senators voted not to accept.

[§8 1
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Septembér 24, 1996

 Implementation of the AFDC-related Medicaid provisions — General Discussion

The welfare law includes a'provision that protects Medicaid ehgxbﬂlty for people
who have qualified for Medicaid based on Lheir receipt of AFDC. This provision was
adopted pursuant to an amendment sponsored by Senator Chafee and Senator Breaux,
among others, but a question relating to how a subsection in that provision relating to -

~ waivers is interpreted threatens to undo the guarantee of coverage that this amendment
‘was intended to establish. Some states apparently have suggested that the waiver
provision in section 1931 allows them to link Medicaid eligibility to eligibility under
"their TANF program (assuming they follow AFDC waiver policies in both programs)
and permits them to disregard that portmn of section 1931 that makes childrenand
parenis who meet July, 1996 AFDC income and asset standards and family comp051t10n ‘
rules eligible for Medicaid.

T his mterple ation undermmes the central thrust of the Chafee-Breaux
,amendment in that it would leave Medicaid eligibility subject to restrictions unposed
by states under their TANF programs. "Nothing in the language or legislative history
of section 1931 supports the view that states do not have to apply the general eligibility

 criteria estabhshed in <eatmn 19?] if a state chooses to continue its AFDC waiver
~ policies. ‘

. A more r&;asonablo readm& of section 1931, and the readmg that both Senator
‘Chafee and Senator Breau IX. 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 otherwise would have qualified for Medicaid based on their receipt of
AFDC. It provides, in general, that children and parents who meet a state’s AFDC
income and asset standards and family mmpoqmon rules, as they were in effect on July
16, 1996, shall be eligible for Medicaid. The waiver provision in section 1931(d)

‘modifies this geneml rule by allowing states that have waivers pertaining to these

- eligibility criteria to apply thmr waiver rules rather than the July 16, 1996 rules.

For example with respect to the income cntena that must be applied, if a state’
has a waiver that provides for more generous carned income dlsregards that state may
apply its expanded disregard rule in lieu of the standard eamned i income disregard in
effect on July 16, 1996. Similarly, if a state has.a waiver that expands coverage for two-
parent families by eliminating the standard AFDC-UP “100-hour rule”, the state could -

- apply its two-parent family rule rather than t ho standard farmly composition rule in
effect on Iuly 16, 1996.

The waiver pmwimn was included in the Chafee-Breaux amendment to'allow
states flexibility and the opportunity to achieve cross-program coordination. It permlts
states that choose to mnhmw their waiver polmeq under TANF to use the same income
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-and asset standards and methodologies and family composmon rules to determine
Medicaid eligibility. Even though the programns are technically “delinked”, a single
application can be used for both programs and one eligibility determination can appiy
to both programs.

While the Chafee-Breaux provision allows for and encourages cross-program
coordination, it also assures that children and parents who are not eligible for TANF
due to tightened eligibility rules or restrictions such as time limits are separately
considered with respect to Medicaid eligibility based on the criteria established by -
section 1931.  As you know, Congress made funds available to states for the specific
purpose of defrav ing the costs associaled with these Medlcasd ehglbl.hty

* determinations. :

: Both Senalor Chafee and Senator Breaux believe that it was well understood that
" their amendinent, which adopted by the Senate by a vote of 97 to 2, established

standards for deterinining Medicaid éligibility for children and parents to assure that
their eligibility for Medicaid was not dependent on state action under TANF. To quote
the chief sponsor of the amendiment, Senator Chafee, during the Senate debate,
“(U)nder our amendment, we make sure that no low-incomne mothers and children who
are ehglble for Me dicaid under current laiv, under the exlstmg law, will lose their
health care coverage under Medicaid if the state lowers'its eligibility standards for cash
assistance or AFDC.” Congressional Record, Sﬁ%a, July 19, 1996. Any mterpretatmn
of section 1931 that would allow states to disregard the eligibility criteria established in.
section 1931 runs diréctly counter to this common understandmg of the meaning of this
provision. :

I~
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Table 2
Annual Dollar Loss of Federal Medicaid
Payments to States under a Five Percent Cap”
State 1996 1997 1998 1999 2000 2001 2002
Total $4,970 510,346 $16,445 $22,948 . $29.483 337,046  $45,624°
Alabama 53 107 170 238 am - 375 : 460
Alaska 14 28 43 58 73 90 108
Artizona 70 143 227 320 414 5N - 643
Arkansas 80 162 257 344 429 526 436
California 394 R26 1,320 1,852 2488 3247 4,109
Colorado 52 106 166 229 291 - 381 440
Connecticut 41 85 138 199 260 349 449
Delaware 10 20 32 45 58 73 83
District of 25 52 83 117 153 193 ‘ 239
Florida 315 545 1,000 1354 1,683 2,054 2,474
Ceorgia 197 404 - 837 853 1,062 1,299 1.566
Hawaii 19 38 59 81 101 124 181
ldaho 17 35 54 75 96 120 147
Hinois 179 370 590 B34 1,082 1,373 1,697
Indiana 125 260 414 581 754 951 1,173
lowa ‘ 36 75 119 169 221 280 347
Kansas 19 39 63 4] 120 153 185
Kentucky 114 234 N 518 664 829 1,016
Louisiana 174 355 549 744 917 1117 1,346
Maine 17 37 a9 122 162 113
Maryland 80 165 262 367 - 472 591 726
Massachusetts 122 256 414 589 773 982 1,219
Michigan 169 352 565 798 1,043 1,322 1,638
Minnesota 59 125 205 296 396 509 <637
Mississippi 78 157 245 338 427 527 640
Missouri - 36 73 119 173 229 294 . 369
Montana 28 58 89 118 143 1722 204
Nebraska 21 44 70 99 129 162 -2
Nevada 15 N 49 68 89 113 141
New 1 3 7 1 16 21 29
New Jersey 110 226 360 508 654 823 1,016
New Mexico 42 87 136 186 234 289 5
New York 451 1,017 1,695 2.469 3296 4,233 5,294
North Carplina 236 " 480 738 992 1,216 1,468 1.7%1
North Dakota 12 24 a8 53 69 87 107
Ohio 216 444 706 992 1287 1,619 1,995
Oklahoma ' 74 151 235 320 400 490 5N
Oregon 63 128 - 196 265 327 398 477
Pennsylvania 147 330 568 829 1,102 141 1,761
Rhode Island 26 53 86 122 160 203 : 252 .
South Carolina 76 154 240 327 404 492 593
South Dakota 11 23 37 53 70 £9 110
Tennessee 139 288 476 . 667 - B42 1,040 1,264
Texas 345 707 1,095 1,486 1,848 2351 2,924
Utah 32 65 102 140 178 221 269
Vermont 9 19 n 44 58 74 93
Virginia 94 192 298 406 506 619 746
Washington 124 2572 390 53 666 B19 991
West Virginia 110 225 348 4R 585 714 859
Wisconsin © B8 180 - 286 403 = 524 660 B15
Wyoming 8 16 25 34 43 . 53 65
*Dollars are in millions ‘
Source: Unpublished data developed by the Urban Institute for the Kaiser
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 payments to states based on past state
spending levels would lock in historical differences in Medicaid spending
among states and have substantially disparate impacts from state to state.
For example, according to the Urban Institute’s analysis, over five years a
five percent cap could cause Missouri to lose 6.3 percent of its federal
funds, while Florida, Georgia, Montana, North Carolina and West
Virginia could lose close to or more than 19 percent of their federal funds.

»  Acapor 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 consequences 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, haspitals
and nursing 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 of the uninsured likely will grow, and state efforts to help
families move from welfare to employment will suffer. 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 savings
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 number 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 accormmodated adequately by a pre-set

3
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hmlt on federal fundmg The federal fundmg for 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 stat_es .

, While there is no cne 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’s grant, regardless of
“actual or projected program costs. At the request of the Kaiser Commission on 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 in fiscal year 1996 would

—.reduce total federal Medicaid payments to states by $84.2 billion between fiscal years
1996 and 2000. (Gee 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 for wrtually all

states :

. In fiscal year 2000, more than half of 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 Carolina and West -
ergmla — would lose more than a quarter of their federal funds.

o Federal payments to each of ten states would be reduced by more thana

billion dollars in fiscal year 2000. In dollar amounts, the cut would be
- greatest for New York, California, Texas, Florxda North Carolma and
OChio. : :

~ 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 percent 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

! This paper relies on data developed by John Holahan and David Liska at the Urban Institute for the
Kaiser Commission on the Future of Medicaid and publishad in the Commission’s report, The Impact of a
Five Percent Medicaid Expenditure Growth Cap — A State Level Am!ys:s, mﬁnﬂ March 1995 as wcl las
on unpubhshed data developed by the Urban Institute.

2 The major excaption is New Hampshire, which would only lose 2.7 percent of its funds in 2000. This is
argely because of New Hampshire's exceptionally high reliance on dxs;;roporhonate share hospital
payments. Since growth in such payments was capped 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 c’ap on growth will-not s:gmﬁcantly affect New Hampshlre

&



188196 17:62 CBPF + 2824566487 ) NO.732 PB18-026

_in the first year. The escalating nature

of the cutbacks in federal payments are Cuts in Federal Medicaid Payments Grow
unavoidable under a fixed cap. For - | Sharply Over Time Under a Five Percent Gap
‘example, Maine, Missouri and Kansas

are among the states with the slowest . e

~ 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 greater than in

o 3607 e i Gwo  gor el
~ fiscal year 1996. e e

Sweatw on Budget and Poicy Prianies
Saurce: Urban inxtiule datn prepared far the Kuur Cnmaﬁ.uan an tha
Future of Mediewid, Macsh 195 e

Even with Added Flexibility, Large
Federal Cost Shifts Will Be
Unavoldable

Some states may believe that they will be able to hold their Medicaid spending
growth below 4 or 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 reduchons of this magnitude in federal contnbutxons .

Use of managed care plans is one potential avenue for savings. Managed care,
however, has demonstrated its potenual only with respect to acute care services used
by children and by adults who are neither disabled 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 15 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 nondlsabled nonelderly
adults and children will, 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 care, the savings
would make up for only 12 percent to 25 percent of the $84 billion reduction in federal

) Rnbert Hur!ey, D bomh Freund, and John Paul, Managed Care in Medicaid, 1993; Lawrence Joseph and
Henry Webber, Medicaid Myths and Realitics, An Analysis of the [llinois Medicaid Program, March 1995;
Congressional Budget Oilice, The Effects of Managed Care and Managed Competition, February 1995,

3
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. funds that states could expect over five years under a five 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 implemented broad-based managed care programs
and others soon will be proceeding under waivers to enroll 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 expected 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 expenence operating a broad-based.
managed care program, suggests that massive savings from implementing managed
care for these populations and services arenot 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 between 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 “reasonable and
adequate” payment for inpatient hospital and nursing home services. Repeal of the
Boren amendment would give states flexibility to freeze, reduce, or otherwise constrain
payments to hospitals and nursing homes. However, it is unlikely that this flexibility
would enable most states to protect 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 repeal of the Boren 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

G
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capitation payments to plans on the assumption that they will do s0. 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 Commission. In 1989, prior to some states' aggressive use of the
disproportionate share hospltal (DSH) payment adjustment, this ratio was 78 percent.
Even if Boren amendment savings were possible with respect to half of all inpatient
hospital costs, assurning 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. Itisimportant 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, nursing
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 all nursing
home revenues. Medicaid patients and revenues were not evenly distributed among
homes; some had relatively few Medicaid patients, while others relied almost
exclusively on Medicaid payments. 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 and the federal government, program savings are

?
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' thirds — 64 percent — of federal DSH payments in fiscal year 1993 went to eight states.
© Virtually all states with high DSH payments will lose considerable federal funds under
, acap, 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 to 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 aggregate 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 under 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 receive 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 aggregate 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 suffer a high percentage reduction of federal funds. Four out of the eight states
that would suffer the largest percentage loss of federal funds in fiscal year 2000 —
West Virginia, Montana, Arkansas, and New Mexico — are among the ten states thh
the highest federal match rate.*

4 A state witha high [ederal match rate but significant DSH fuads might not suffer as great a Joss. For example, the
five-ycar impact of a five pereent cap on Alabama, a state with a high {ederal match and a high propoction of DSH
payments, is not as great as the impact on New Mexnco a state that also has a similarly high federal match but relatively

low DSH paymenis, : ‘


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

1e-81-96 1’?:@5 | CBPP -+ 2024566487 o o » NO. 732 PBEB/'BBB

A Cab Will Make it Extremely Difticult for States to Moderate Increases in the
" Number of Uninsured Residents and Undertake Welfare-To-Work Initiatives

In 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 near-poor reduced the rise in 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 Congress. 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 black 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 will 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.° 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-

A based coverage.

In addition, the severe reductions in federal Medicaid payments to states that
- would resuit 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

5 For a fuller discussion of the Census Bureau data, see Center on Budget and Policy Prioritics, Laura Summcr‘ and
Isaac Shapiro, Trends in Health Insurance Coverage, 1987 1o 1993, October 1994,

10
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has occurred among low-income workmg families. Accordmg 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 $ ccmmitment to share the cost of the
program.

11
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A

Table 1
The Impact of a Five Percent Cap
On Federal Medicaid Payments to States
Fiscal Year 1996-2000 Fiscal Year 2000 :
. 5% Federal Cap . 5% Federal Cap
State Baseline  Loss* % Chonge Baseline  Loss® 7% Change
Total $615,975 $84,183  -13.7% $146,462 529483 ~201%
Alabama 9,142 869 2.5% 2,121 3 -14.2%
Alaska 1,278. 215 -16.8% Co 307 73 -23.7%
Arizona . 7,786 1175 -15.1% - 1.862 414 -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 - 5271 - 845 -16.0% . 1,265 261 -23.0%
Connecticut 8,649 724 -8.4% 2,004 260 -13.0%
Delaware 1127 166 -14.7% o 269 58 . 21.5%
District of 2,945 429 -14.6% 706 - 153 -21.6%
Florida > 26,390 4,996 -18.9% 6389 1,683 -26.3%
Ceorgia 16,846 344 -18.7% 4,077 10682 0 -26.1%
Hawaii 1,772 298  -16.8% 425 101 -23.8%
Idaho 1,916 277 145% 457 96 21.1%
IHinois 21,731 3,060 -14a% 5,194 1,087 -20.9%
Indiana 15,105 2,133 -14.1% ‘ 3,608 754 -20.59%
fowa 515 821 -121% 1,218 -2 ~18.2%
. Kansas 3,963 33 -B.4% 919 120 - -13.0%
Kentucky 11,923 1,901 -15.9% 2,869 664 -23.1%
Louisiana 22,461 1738 -122% 5,255 917 <17.4%
Maine 3,975 328 -8.3% 925 122 - -13.2%
Maryland 8,767 1,345 ~15.3% 2,108 472 -22.4%
Massachusetts 16,576 2,185 -13.0% 3,046 773 -19.6%
Michigan 20,656. 2827  -14.2% 4,943 1,043 a2V 0%
Minnesota 9,705 1080 -11.1% 2,293 396 “17.3%
Mississippi 8,189. 1244 - -152% - 1,954 427 -21.8%
Missoun 9,043 629 ~6.3% 2,277 229 -10.0%
.Montana 2,268 435 =19.2% 546 143 -26.2%
Nebraska 2,923 363 -124% , 692 129 <18.6%
Nevada 1,887 25 -13.3% 449 89 -19.8%
New Hampshire 2,538 38 -1.5% 563 16 27%
New Jersey 18,527 1,858  -100% 4,3 654 -15.1%
* New Mexico 3,943 687 -17.4% 851 234 24.7%
New York 77,313 8.928 -11.5% 18,334 3,296 -18.0%
North Carolina 18,781 3,662 “19.5%. 4,542 1,216 26.8%
North Dakota 1,643 195 -11.9% ' 388 6% -17.8%
Ohio 26,707 3,645 -13.6% 6360 1,287 -20.2%
QOklahoma 7,249 1,180 -16.3% 1,735 400 - - -23.0%
Oregon © . 5825 o980  -168% . 1,393 327 -23.5%
Pennsylvania 25,165 2975 -11.8% 5.983 1,102 -18.4%
Rhode Island 3584 © 447 -125% - 850 160 -18.9%
South Carolina .~ 10,072 . 1,201 -11.9% 2,355 404 C-17.1%
South Dakota 1,559 195  -12.5% 370 70 -18.9%
Tennesse 15,807 2,412 -153% 3,789 842 -22.2%
Texas - 39,767 5482  -13.8% 9,390 1,848 - 87%
Utah ' 3,329 516  -155% 797 . 178 -22.3%
Vermont - 1307 161 -12.3% ' N0 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% 2,165 585 -27.0%
Wisconsin 10,840 - 1482  -13.7% 2,583 &24 ~20.3%
Wyoming 831 126 -15.2% 198 43 -21.8%
* Dollars are in millions
Source: John Holahan and David Liska, Urban Institute, The hnpact of a Five Percent Medicaid
Expenditure Growth Cap, prepared for Kaiser Commission on the Future of Medicaid, March 1995
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. - o . THE WHITE HOUSE
V S WASHINGTON

~ October 18, 1996

MEMORANDUM FOR LEON PANETTA

From: | Carol H Rasco @{Z——'

S;lbject' Weekly Report for October 12 - 18, 1996
UPDATES ON KEY INITIATIVES
| WELFARE REFORM MLEMENTATION

H&W_ ~- New .Tersey and South Carolina subiiiied TANF -
plans to HHS this week, bringing the total number of states that have filed to enter the

program to 28. HEHS did not certify any plans as complete this weck, leaving the total
niumbér of state plans approved to date at three. In their plans, most states are 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 legislatures convene.
. Guidance to. States on "40 Quarters” Exemption - Advocates and states' have responded

positively to our plan to offer guidance to states on how to detérmine whether legal
immigrants still qualify for food stamps because they have worked for 40 quarters in this
country We expect to release this gmdanoc in the next few days.

Options on Medijcaid/SS] Linkage ~— Legal xmnugrants on SSI could lose Medicaid even in .

states that take advantage of their option to continuc Medicaid coverage of legal "
immigrants. This is hecalise they are eligible for Medicaid by virtue of their SSI' ehgiblllty.
and they may not quahfy for other entry pomts to Medicaid such as having dependent
children. HHS'is Investigating whether it is possible to coristruct & mechanism by which
1ega1 imumigrants could automatically keep Medicaid, but has not yet determined whether
this is lcgally feasxblc :

Datétrnining Cost chtralm ij Walvgns We have hegun the process of sorting

through how to revisc our waiver agreements with states regarding cost neutrality. We
always insisted that welfare waivcrs must be cost neutral, considering the comhinéd éffects
of AFC, food stamps, and Medicdid changes. The switch (rom AFDC to TANF makes it

~ necessary to revisit each of these agreements We are dctermxmng the policies thar will
guxde us in this process
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Fes - We are wm'kmg
with thc Sociul Security Admmmtraﬁon on a letter to advocacy groups and (o states o
clarify that SSA will not drop legal immigrants or children from the SSI progmm und| the’

-middle of next year ut the.earljest. Thare has.been some mxsinfomauon in ooxmnunines

that the cuts could be coming much sooner.

HQHS_LQ_&_LS_E_R_H_E Onc of the areas of most serious concern among service providers to low-
income communities is the impact of the welfure bill on affordahle housing. On the one -
hand, they are worried that those families losmg income - e.g,, immigrants, food stamp
recipients -- will have greater difficulty paying rent and will lose their housing. On the
other hand, they are worried that housmg rent policies do not support welfare-tn-work

~efforts. Those leaving welfare for work in public housing or Section 8 housing will find

their rents increasing end a large percentage of their disposable income going toward .
houmng costs.. HUD is look:mg 8t possible action to address both of these pmblems

Welfare to Work - OMB has convened a working group to devclop the speoxﬁcauuns of

‘the $3 billion Welfare (o Work plan announced at the convention. They hope to have the

details finalized for decision meetings in early Necember. There will be some difficult
issues concerning the extent of public vs, private sector jobs, targeting, and who should.

administer the program.- DPC, NEC, aud OMB will be prepanng issue papers and decision

memos to move the: progmm forwa:d

'mm@mwm == The Department of Bducauon has heen workmg thh

HHS and constituendy groups in the education and disability communities to diseuss
provisions of the new walfare law affecting them. stabxhty Rruups are concerned that
schools may have reduced access to Medicaid funds in the face of the children's SSI cuts
and the changeover from AFDC to TANF. Many schools rely on Mcdxcaxd to fund special -
education therapies. : Education groups are concerned about restrictions in the lew on the -
amount of vocanonul training which can count toward the work participation reqmrcmcnts

CHILD WELFARE

__ly.ld__\x_{glﬁge_?fmn__ The Dcpartment of Health and Human Semces wxll hkely soon

approve child welfére waivers for Oregon, North Carolina and Okhio. If approved the total
number of approved child welfare waivers would reach five out of 10. Delaware s waiver
was the ﬁrst to be approved

CHILD SUPPORT

On Thursdey, (Jc.tobcr 17, 1996 the Solicitor General filed 2 brxef in thc Blessing v.
Freestone Supreme Court case supporting a private right of action (under 42 U.S.C. 1983)

to seck redress against states for violating tederal child support regulations. The
Administration took this position for three reasons: 1) & general belief that private citizens -
should have acccss to the cowt system; 2) welfare reform time limits increase the need for
states to be more effective in their collection efforts; and 3) Congress has clearly
emphasized the responsibility of states to provide child suppurt services and has provided . -

fNC WNAIVE rouse= QiIVEO# ¥
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them the tools ncedcd to deliver semce.e to children and famxhes

The American Publ:c Wclfart Assoclation, the National Governor’s Assocmtmn, and the
National Conference of Statc Legislatures strongly disagree with the Administration’s -
decision to file a brief. These three vrgunizatons have filed & brief opposing a privatc right
of action. These groups are concerned that litigation will divert resources away from '
implementing their programs They view the Administration’s action on this issue as
contrary to our commxtment to work with them on wolfare reform im;alementanon.

FAMILY PLANNIN f:

Mﬂ__g_mﬂy_ﬂam_mg = The Omnibus Appropriations b111 requires the Premdent to
submit @ report to Congress hy keb. 1, 1997 regarding intcrnational family planrilng

programs, DPC staff. are convening a series of meetings with State Department (Global and
Leg Affairs), USAID (Population and Leg Affairs) and relevant EOP staff to dxscm
process and stratogy" :around the submlssmn of Preszdennal findings.

TEEN PREGNANCY

Nationa]l Campaign ;Q Prevent Tecp Pregnancy - ’I‘he Campaign Just sent out its latest
update. . More Campaign Task Forcc groups have met «- most recently the Religion and

Public Values Task Force and the Media Task Force, The Campaign is also- building its
resource capacities as it works to become a clcaringhouse for innovarive teen pregnancy
prevention efforts in;communities across the ocountry.

EDUCATION

I‘f_ibal Colleges Bxc&m_gmg; - A prnpcsed Executive Order estabhshmg a Wiutc House
Initiative on Tribal Colleges. housed in the Fducation Department and pattcrncd after

similer initiatives for Historically Black Colleges and Universities and Hispanic. Sorvmg -
Institutions, will be presented w the President over the weekend. - Secretary Babbitt will
- announce this ordcr at the Nationdl Cungress of the American lndmn on Monday, Oct, 21:

ENERGY AND ENVIRONMDNT

A;L_I_a_r\_lm_L_qgglgnQ__ -- firefighters across the coum:y arc rcheved 0 have in place the air
tanker legislation signed by the President on October 14. ‘Secretary Glickman is working to
acknowledge the hrodd bipartisan support that made this new law pomblg:

Drgdging in the Port of New York and New Jersey -- The first mnjor’d:cdging permit, has
been issucd for the channel that the Queen Elizaheth II uses when it comes to New York.
However, Representative Pullone hosted 4 community meeting to oppose one of the major
long-term options to. dxsposc of contarninated material from the harbor. About 250
members of the community attended, and local press coverage was sympathetic.
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EXTERNAL ACTIVITIES
MEETINGS AND,SPEECHES

Wednesday, 1 was in Flint, Michigan where T participated in the Mott’s Children’s Hoalth
Centcr s 24th a.nnual Tuun Day Conference and gave the Keynote address .

Friday, I met with represcntaﬁves from the American Assoclation of University Women,
Women's Legal Defense Fund, and the Leadcrshxp Conference on Civil Rights regarding
welfare reform implementation. I also met with representatives from the Nationa!
Recreation and Park Association regnrdmg the need to encourage and support local parks
and recreation. .

During the events surrounding the display of the AIDS quilt, Patsy Fleming met with a
number of groups and keynoted the opening of the conference of LLEGO, the national
lesbiun and gay Latino organization. Patsy Flemmmg also keynotod the Natxonal
Conference on HIV/AIDS Hotlines.

PRESS

Patsy Flemmmg did press interviews during the AIDS quilt display regardmg the
Administration’s responsc to IIIV/AIDS, and appeared on PBS's Amenca ] [alkmg wuh

Dennig Wholey ¥
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CENTER ON BUDGET
AND POLICY PRIORITIES

April 26,1995

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 approach, 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 in 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
some or all of these cuts by raising taxes or cutting other programs.

R

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 Congressxoml Budget Office
estimates. :

777 North Capltol Street, NE, Suite 703, Washington, 0(220002 Tel: 202-408-1080 Fax: 202-408-1056
Robert Qreenstein, Executive Director
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. The rising cost of the program is attributable to a number of factors,
including medical inflation and growth in the number of eligible persons.
Enrollment growth accounted for more than two-thirds of total Medicaid

- spending growth between 1992 and 1993. The expansicn 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 increase by 20 percent between 1995 and
2000.

. Under a cap, 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 billion — 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 pmv1dmg health care
coverage.

While states are likely to be granted added flexibility that could help them
achieve savings, the savings that might be realized 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 example, 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 under
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. Itis highly
unlikely that savings would be sufficient to reheve 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 savings, 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. -
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MEDICARE: DRAFT PRELIMINARY CEO Msdicare Docembar: 1936 Baseline {Dolfars in biilions; fiscal years)

P.

2

2002

1985 1986 . 1987 1948 1989 2000 2001 15962002 Growth Growth
: R : Total 9602  $6-02.
BASELINE (CBO FACTSHEET: 12/22/36) {1) ) , o
Total (Gross) Spending 177.4 186.4 2158 . 2354 258.1 280.7 3053 331.8 - 1824.86 8.4% 8.1%
Spanding per capia (2) 4795 5223 5852 6108 6584 7083 7505 8,152 ‘ 798% L%
Faderal (Not) Spending 1572 1765 1950 2131 2333 2548 2783  303.6 16546  9.9%  9.5%
Spending per capita (2) - 4249 489 5105 5508 5852 5402 6923  7.459 84%  8.0%
‘ L 105%  67%  79%  81%  76%  8.4%  7.8% “
. . ¥ '
REPUBLICANS’ CONFERENCE AGREEMENT (CBO SCORING 12/13/95) _ o
Total Spending 1774 1828 - 2068 2186 230.3 2480 2670 2888 1652.6 . 7.2% 8.9%
Spending per capits (2) 4795 5130 5408 5648 5875 6231 6842 7,091 - 57%  55%
 Foderal Spanding : 1572 1701 1812 1803 1981 2120 2283 2458 14278 66%  6.3%
Spending percapita () 4,249 4,524 4,743 4817 . 5079 §352 5879 6,039 8.2%  4.9%
: _ 6.5% 48%  3.7% 3.3% 54% 6.1% 6.3% ‘
" Tsadngs ' o 64 138 228  -342 - 418 500  -57.8 2268
Premium Savings ‘ «2.9 -4.5 -5.0 64 3.1 117 -14.6
EPUBLICANS' $168 bilion {CBO 1/30/9¢) . ‘ , . :
Total Sponding 177.4 1964 2109 2242 . 2377 2549 . 2718 . 2908 16885  7.3%  B.7%
Spanding per capita (2) - 4795 5223 5521 5793 . 8064 ~ 6405 . G761 7140 59%  53%
Fedoral Spending . 87, 77 188 . 200 210 223 237 251 14865  6.8% ' 80%
Spanding per caplta (2) . 4248 4894 . 4953 5160 5360  5813- 5886 6,167 55% . 47%
s : 10.5% §5% - 4.2% 9% 4T% 4% 48%
Savings L0 58 134 232 314 4170 528 -168.
‘Promium Savinga o 0.8 12 -2.8 56 82 114 '
RESIDENT (CBO SCORING 12/13/95) S 4 : .
“Total Sponding . 774 1952 2126 |, 2206 2459 2839 2846 . 3063 17380 . B1%  7.8%
Spanding per capita (2} © 4795 - 5191 5,565 5933 5,273 . 8,831 7.077 - 7,528 o 87% - 6.4%
Fegoral Sponding 187.2 175.3 191.8 2087 2208 2381 2538 2727 1557.4 8.2% 7.6%.
Spendng parcapita(2) - - . 4,249 4662 5021 5341 5635 5832 6318 6,700 : 87%  6.2%
Savings - 2. 2z -64 -1z -187 - 264 309 7.2
Promium Savings .0 01~ 04 =02, -i8 -3.8 54 108
RESIDENT (CBO SCORING 1/18/36) . A - : o
Totsi Spending . 1774 1964 2104 2271 2419, 2581 2767 2984 - - 17087 7.7%  7.2%
Spending per capita (2) 4785 . 5223 5500  5.868 - 6171 6485 6,883 7332 63%  5.8%
Foderal Spanding T4 177 . 180 206 217 231, . 247 266 15316  78%  7.1%
Spanding per capita (2) 4249 4884 4961 5282 5543 5804 - 6142 6,538 C83%  57%
: ' 10.8%  57%  B5%  S0% 4%  58%  64% _
Sovings 6 55 .87 16 . 238 . 34 376 1230
Promium Savings 0 03 08 0.2 -12. . 28 -4.2 :

TE: if you are using the nomiaal spending Der baneficiary pleass roung 10 tha neatait $100,

Wandatory spending, including PROs.

Spending divided by CRC's March 1885 Fart A enroliment -
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Outlays by fiscaf yaar, : , : )
in bifons of doltars, 4505 1906 1907 . 1908 1069 2000 2001 2002
PART A: HOSPITAL INGURANCE (H)) | |
TOTAL HIOUTLAYS 1148 1285 1376 1488 1608 1730 1664 1897
Anual Growth Rate S 104% 92%  0d% 81%  TT%  T5% . 13%
TOTAL HI BENEFITS 196 4248 . 1360 1472 1590 1712 1842 1977
* Annual Growth Rate | 104% 03%  B4% . B81%  7.7%  76%  7.4%
Hospllats/HMOs 7.7 42 1008 1080 161 1246 1338 1434
. Anost Growth Rate 78%  75% 74% 5%  7.3%  73%  74%
Hospitals €02 845 606 90 85 1052 M0 . 1167
Annual Growth Rate 67%  56%  60% 6.1%  57% . 55%  52%
HMOa o 75 88 120 141 168 194 ne 284
Annual Growth Rate- . 303%  BT%  AT6%  17.3%  189%  18.9%  16.7%
Hosplcs. K 25 31 372 42 AT 52 67
Annua!GrowlhRato 20%  240%  18.0% . 150%  120% 100%  9.0%
Home Heallh 147 172 B8 222 a2 w2 203 308
* Annual Growih Rale 2% 5% T% . 91% ea%  BA%  T9%
6NF 80 108 122 133 145 157 17.0 19.4
Annval Growth Rate 197%  1223%  03%  87%  66%  84% - 8.0%
Discrelionary Adminlstretion 10 12 13 14 14 15 LT IRk 2
‘Annual Growth Rele A% A% 50N 50%  60%  S2%  5.3%
* Manidatory Administration 03 04 03 03 03 03 03 03
 Tolal H Mandatory 39 1252 1383 1474 1593 1745 1645 1960
Pai A iaformalion: - N : | '

" _PPS Hospilals 669 724 758 793 832 - 672 942 26.3
Non-PPS HospitalsiUnits 119 1©1 12 146 - 164 160 187 24
Indirect Teaching Payments 43 4.6 5.2 58 64 70 11 85
Direct Medica? Education Paymenta 9 21 23 25 2.7 29 30 3.2
inpalied Caplial Payments 7.9 86 - 104 111 118 126 131 126
Disproposiionate Share Payments 34 A5 36 38 39 4.1 43 _ 4.4
Nasrz: KAasy kS Sams Fiscaw iy o PaeT 8 I (et B mARER 43a, Tas: v
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cBo Docombor Basollnr MEDICARE

Outlays by fiscel year, ‘ , S 1 . o
In bilons of dofers. . 1898 1898 1997 1898 1989 7000 2601 2002
PART B: SUPPLEMENTARY MEDICAL INSURANCE (o)

. TOTALSMiOUTLAYS = 652 730 815 008 1008 1413 1230 1309
Annual Growth Rate | C 1% 116%  116%  109%  104%  106%  10.7%
TOTAL SMi BENERITS 63.5 72 796 888 €87 © 1004 1200 1338
Annual Gsowih Rate ‘ = S 12.9% 11.8%  11.7%  111%  105% 10.7% 10.8%
BoneMapaldbyCantoesH 47 457 500 547 504 639 @9 740
AnnuslGrowihRate - - B5%  B4%  05% 86%  T.6% T1% . . 15%
Physiclan Feo Schadde ~ 33.2 - 380 388 424 452  AT® 508 530
AnnualGrowthRale ~ ~ - 88%  27%  05% © 74%  6.0% 64% = 56%
Gonefis paid by tomwediaries 2 154 174 . 197 224 253 285 22 32
Anousl GrowhReto o R 132% B2 DA% 129%  127%  125%
HMOs . e4 8 99 M8 40 168 198 238
 Annual Growih Rete o 258%  22.2%  200% 185% . 18.6%  19.1%  19.3%
Progrem Admivlshaton 17 18 - 10 200 21 22 23 | 24
Pant B Information: ' e . ' s ‘ - o
Deductible (calendsr yoor, b dollars)  $100  $100  $100.  $100 . $100  $100  $100 $100
MEI Update (calendar yoar) 21%  26% - 28% . 268%  27T%  2.7% 27%  28%
Physiclan Update (catondaryear) - ~7.4%  15% -07%  03%  -23%  -23%  18%  -22%
Laboratory Update (calendar yoar) 0.0% 30% 3% 0% 298% 2.9% 29% 3.0%
DME Updato (calendar yoar) - 32%  30%  34% - 30% 25%  26% 26%  30%
Monlhly Premium (ndollars) ~ ~ $46.10  $4250 $4580 $50.70 $52.20  $53.70  §S5.30  $56.00
SMi Premlum Recalpts (nbiflons) 192 188 196 221 234 244 254 205
Fiscal Year Envollient (in militons) . 357 383 30 8 32 . N7 - 39.1 385 390

DHT, WHIE 120

ag, £2 120"~

Tlonnr & u=

1At

1) Inctudes all sarvices pam under the physlelan fee schedule, durable med!cal equipment, indepandent and pltys!clan
(n-office lab services, ambulance services pald by camors, and other services.

- 2 (ncludes oulpationt hospital services, lab. sendces In hospila! ompauem depariments, txosplla!-ptovlded ambu!anco
_ sorvlces and ather servloes.

| 1212208 0AA2PM

-

Iovd

bs/Y



CBO December Baseline' MEDICARE

Outlays by fiscal year, - o . ' ‘ -

In bilions of doflers. . 1995 1998 1997 1998 1899 2000 2004 2002
MEDICARE TOTALS: ' | | .
Mandatory Outlays ~~ ~ 1774 1964 2159 2364 2581 2607 3053 3318
Discretionary Qullays® -~ . - 27 = A1 32 - 34 KT N A 29 - 41
Tolat Outlays . 1801 1995 2191 2397 2616 2644 3092 3359
Total Prem!um Racatpls 202 498 208 233 247 258 - 27.00 202
Net Ouilarys (rotas-Rocmpts) 1589 {796 1982 2164 2369 2585 2822 3077

Net Outlays (Mandatcry-Recerpis) 15720 1765 1950 2131 2333 ° 2548 2783 3036

1222185 - 04:42 PM
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" Title VHII, Medicare, as reesl!maled under Dacember 1995 baseline

Proferanital Update for Certala MOH Hospilals

T e

o .
&:28, 5y

HI WEL

g2 130

r

o

k2

= z 74

-0

06

L'd

By Mscal nsr, I biffons of dolfars - 1904 1097 - 4998 1800 2000 2001 1802 Tolel
CHANGE 14 MEGI‘ BPEMHMO
. Bubtitls Ae-mdkaMs Program n 014 . D3 0 a7 1.8 34 L2 406
Submlc B-th'um\c Frautd and Abune : : ) o
. Payment Safoguands and Enforcement . - 03 0.2 - 08 0.7 08 0.7 48 - -34 .
“New and Wncraased CivA Monstary Penalties 0.0 0.0 -0.1 -0 0.4 0.1 0.t DA
. Additiona) Elcwmawmiﬁas 0.0 0.0 040 04 04 0.1 01 0.3
- Criminal Provisions -0.0 - 0 L X .04 02 02 ‘0.2 - ar
" Othar Nems 00 -0.0 0.0 -0.0 0.0 DO - 0.0 A
Subtotal, Subtitle B 0y .02 08 T} 0.8 0.7 0.7 a4
Subtltie C-~Regulatory Rollef . . S : , - ’ : o -
Physician Ownership Referal. 0.0 00 0.0 06 00 00 - 00 <02
Sulstotal, Sublitfo C 0.0 00 . ¢O - 80 - 0.0 oe 0.0 . 0.2
Sublitie D-Gradunto Madicol Educetion - o oo o : R
ndirect Medical Educalion Paymenls 0.5 «1.0 ~1.2 S Xt - 2.0 2.5 -2.8 113
.Direct Medicet Education - 00 . DL 0.1 D1 0.2 0.3 0.4 44
" Sudtotal, Sublitte O ~0.5 44 -m A7 22 2.8 22 -1!.9
* Subfitie E-Medicare Part A | . :
amf-mmmmnmfcmn o ; ) ' , . \ o :
PPS MB-25W FY08, -2.0 thoreafter ' 03 4.9 24 49 45 1.2 H1 0 205
PPS Exmempt Update Reduction - 0.0 0.1 - 02 0.2 04 0.5 08
" Targets for Rohabittation and LYC Hospmls ~00 . ~0.¢ .02 0.4 0.5 0.7 -0.7 2.7
" Rebasyg lor Certain LTC Hogpitals - : 0.0 6.0 0.0 00 00 - 0.0 0.0 Do
LTC Hosplals Within Other Hosplms 0.0 04 . 0.0 0.0 - 0.0 0.0 00 ¥
Reduce nonPPS capital by 10% 0.1 .1 0.1 A 0.2 0.2 0.2 -{.0
'Reduoe DSH Payments 0.1 03 0.6 -09 1.1 -1.2 1.2 53
- Raduce PPS CapRal by 15% 1.0 142 i X 43 14 -1.5 4.5 0.2
Rebase PPS CapXal Payment Rafes 4 03 04 04 -0A -04 0.4 04 -2.7
Redueo Payments. lor Hosphal Bad Dabt - -0.1 0.1 02 . 02 02 02 02 -1.0
0.0 of. 0.1 0.0 0.t 0.t 0.1
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Titte VIII, Medkme, as reesllmated under Dacemuer 1995 baseline

Byllscalyoar mmxmowom
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1897

1089
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T e % '

cnmarz,-sw Nmm Facillies -
‘srdlled Hussing Fn:lmea ‘

Chraptar 3 - Ofver Provisians Relatad fo PatA |

HomophRa Pass-ﬂm:gh Exdension
Hospico

; sunom. summ e

Sublite F-MedicarePariEl
'Part 1--Payment Raforns
Reduce paymenis for physiclans' seMm

" Eliminate fonmula driven overpayment .

- Reduce updates for durable mediaal eqmm e
~ Reduce updales for calcal fabs - e

- Extend outpatiemd capial teducuon _—

. Extend oulpatiomt psyment mduc&on ,
" Freozo paymenls for AGC services

Aneasthesin Payment Atleeation -
Linvt payrnents for ambulance tenvices 4!

_DWect payment 10 PAs and NPs 2/ -
.- Paymenis % piimery emmahshoﬂagam 2!‘
" Past 2~Pest B Premium

Increase Part B prembum

Income-relsted m:ulmlnmdlcamwhs'dy -
aublntal sub«mr ‘ o

Sub&m& G-WI’O l'm A IM B'

- Payment faf home heatth servicos

- Medicars second payer improvements -
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DEC-13-95 131989 PROMICHO/BAD/NRCEV

1T: 128

12/13/9%

10.202 226 2820

n-de Vill, Med!care as reestimated under December 1995 baseline

\ A ere

4

1/ Estimale includes modical savings aceonnts peovision. .

2 These Nema are inctuded in Subtitie H Rural Areas) '

3/ CBO astimates that this peovision weuld 0ost [oss than $60 miﬂm mmsmm veam :

4} CBO assumes that the Hiaexs 0n réasonable costs or chargos would apply to all ambulance sesvices.

NOTE.S

,Dﬂensmyndmtnloukbmeolmm

The estimatos assume an enatiment date of November {5, 1095 .
The estimates do not ncompovala changes in disceatlonary spending far nﬂmh&mﬂnn.
Eslimates roftect minor revisions made suhsgqmt to those shawn In the Econemic a_nd Budget Oullook, -

) , ; ﬁbec&ﬁ
By Gscal ysar, mm:somom . 1998 47 1908 1989 2000 200t 2002 Totst
" Subtitte H-~Rum! Arses: B V ; _ ' ,
Medlcare-Davendent Payment Extansion ' - 00 o0 - o048 00 - 90 0.0 0.0 0.2
- Crillca) Access Hospltals * 00 @0 . 06 - 00 0.0 0.0 0.0 0.3
Estabiish REACH Prograem ‘ o - 00 0.0 06 b0 0O 00 090 0.2
Classificstion of Rural Reforral Contéers . - 00 0.0 6.0 00 . 00 00 . 00 0.1
ExpandAmstonAldeTmmmal T 0.0 0.0 0.0 0.0 20 0.0 0.0 0.0
- Subtotal, Subtitlet o o4 LXK ED 04 X LX) X 0.7
'- chmg.uuummmm“m , ' : S | o : :
Outlays bafore Fafisafe ‘ : 54 439 ¢ WS 2 A8 .57.8 215.2
Additional Outlay Reductlons Required - o . | o
by Faitsate, Net of Premiums . 08 0.0 -7 46 28 AT 00 - A5
"ola!, Modicws * . ma__—ais__ps Mz _Me____%ob____ I8 33T
.,MEMORANDUW Mvmnvnmlmmycamqu ) . ‘
. Estimeled promhun under groposet | 88140 85400 45000 6240 $1070 $72.20  $mAD
Esllmated pronium under cuvrent law , 84250 $458D0 - $50.70  $5220 #5070 $5330 $50.80
FOOTNOTES:

GPHT Wo2E:28 964 E2 100

6°d
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Hosglon (aovped] % _._-_ 00 00 o9 00 00
. Sublatsl, Sublite E - %& ‘6?0',. 38 A Y 04 me
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. Patt t-Peyumnl Reforns o o : )
o mmmawwmwd ; - 00 01 09 4.7 24 33
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_ Surgical phasa-down &/ _ o 00 02 02 00 00 0.0
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we> ABC - §.55 , ‘ 00 00 00 09 09 B S B
Anssinesta Peymant Alocs¥on 0.0 0.0 00 00 00 00
== Limik peyments for amindance servicee &/ - 00 00 00 - 00 00 - 0.1
Divect paymest (o PAs and NFs ¥ ' 0.0 - 0.0 - 00 00 S AR - a1
I’mnmﬁnmt‘mm& . 0.0 o9 0.1 01 0.1 o1
w0 Nommegrane 11/ - 00 0.0 0.0 0.0 a7 0.7
=0 Colorectnl cancer soresning mw : . L00 . 00 0.0 00 00 00
- =a> Prosiale cencer scseening 1Y I . -.00 0.0 00 00 01 01
wm> Disbetes educelion -ncawlu w V . a0 00 0o 00 08 - 03
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" Presidenta Proposal Title )(I-Heailh Care, estimated undor December 1965 baseline

g,_m@_,wwm 1088, om0 000  #K%  tea Tota! ;
. . : : BN
csuunulaalur!mnxlua B ' R
Subifite A - Medicers Svvinge . ., ©
Pust t-Frovisions Refeting lo Pert A | o4 | 36 so0 3
11107 Updatas lorPPS Haspliale 50 03 09 48 24 38 50 W7 9
49102 PPS Copiad ' L8 ¢ a7 08 08 00 -8 - 09 56 o=
11100 Disproporionale Shere iospitels e . 00 03 DA D4 44 04 48 )7
11104 Indlsoct Madiedd Education 92 08 - . .08. é 01 - 14 44L6 1819 ¢S85 (| &
-1 4108 Madiced Ecircalion ' L0 0 op 02 08 L8 40 14 s 3_?
" 11108 Outilere - 0.8 085 A3 X a8 - 08.6 08,6 A7 o
. 11107 Ynshnn . 09 0.7 7 a8 08 08 10 F{) A
11108 uum“uemm 0 00 01 A1 r . 02 42 - 080.F
2109 Hosplvle Exciuded kiom PPS o Q0 . 00 A1 X 02 02 O.F.
19110 Non-PP8 Capitel . - 0.4 02 42 Q02 02 02 03 -Q.S - B _—
11917 Maintaln ANF Fraees Inciuded in toket for SNF Setow . < - :
11112 Wtedm Proogaciive Paymartfor 84F3  included in Solsl fr SNF Relow ‘ -
" 80 FARPPARCENFY |  Mnciudedin tots) for SNF helow ! | 1. 5 L
91114 Salary GuidoMos for Therupy Gorvices - Toln! YN «.s 0. A8 Y s
:m: mm:mmmmcan il Rl RIMIRTRCEE L
mnlly Moeplitals ) ‘ .
$9112 Rutel Priwagy Cure Hosghels 00 po . O 00 - 00 09 00 n.z‘
14118 Rawpto BeneM " ae [T 00.9 _ .:: _11.! ‘ -u 4::: .‘:«: '
T MMMM 85 as T ) ‘ ' 8
, orel s T 26 75 Mgt g ot 3|
Part 2-Provishes Relating to Pert B o g ¢
- 19128 Ciypsklan Paymants 2 a8 A4 23 20 38 47 188 15 Y
M mamnmwm 00 0.9 81 - 01 O 21 4¢ 07
11123 Single Fou ol Surgoey - 00 01 A at . 01 4V 09 7
12N nmcmumum S 00 T 08 00 08 48 48 7. ~24
. 11128 ASC Updale A V 00 ‘-o.o 00 40 00 an 00 02
. 11128 Oxygen ' - . (Y] 03 93 = 04 048 08 2.0
:::g; Pinuuﬂtl!ﬂ::;;zzrCklﬂnuinl' a hunlwui::ﬂillhll::o(ﬂﬂioaﬂmo ) T A
Waive Coal-sh w ischuded in estimate of annun) mame, B - o : .
11128 Anunl a0 08 .6 09 90 1.9 w. it 67 53
11120 Mﬁum o 0l a1 Y 69 a0 00 @6
11131 Vicerios o1 08 0.1 03 0. 01 01 04 o
rou.mmmmhmn T 7 M K RN X RN X v T R X B (X 1 P
u-" O . "“.? "’9( "3'0 ' ‘“/.0 ‘ S"/ .__’g.g
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Pmaldent's Pwpoanl Tﬂto X|~Hea!m Caro eaﬁmamd under Dacember 1085 baseline
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By facelyoey, b biisns of 1We ey iaee  dese 0D I001 02 Yolul 8
' ’ o o ‘ N
. . [0}
ms-mmmmmmamo | o | .
11441 Canters of Exostlence A _ 0 00 0.0 Q0 . 0o - 00 00 02 Y
maummmmrm- o (nckeded (s tobed for Home Heelth below - » -
1143 fniaskn Payrasnts for Home Hesth lnciudedn lola far Horme Heslth helow S
11144 PPS er Horre Hoalth - 0 Nochoded I Sotad for Home Heskth Retow < ‘ : : 0
13440 Location of Home Heath Bervice - ‘ * tacludad s tolalios Home Hoalth telow o 9.1 B
19148 Elninalion of PIP for Hoese Heelth Totel 40 88.¢. 409.9 40/ =22 . a8 .1 =
" 11147 DefeCartalt Home Heath s PaB /Y o T S . : e ¥
14148 Madiosre Puyer N | 00 0o 42 4.3 48 A7 568 2
: rummmmmamn T 0T 9T ATed 33 WIF 49 Y] A8 gy (O
: mc4mam | . o T R Y I 4u . 4.!-!4 353 & AT HY e 6.1,
wm‘ L (e AT L WA A e L WA g s 845 <
L R o | ‘ e ™y e
.ma-nmmm:mem B SN § Buer: ;S 7 S 7 Sur | SIS 7 R A i
Sudiile C-iiodicald | B NS - FWONE A E LI a7 45~ Ib 37 “3?3
,MMMnM|MAhn c - . S , '
Punt 1- Anenciments is Enorcerment Athorile Tol A 00 = 08  88.5 00 04 09 4
Port 2--Fosearces for Acti-Frawt Actviths mammmmmmmmnm AR .08
‘Pod 3-Amendments e Crivinallew . . tnchrded is letad for preventing ireud snd sfxre above, 0.0
- Paat a-—Medicams Improvoments : ‘ SR 00
. Subpwl A-Coordiastion of Berselis 5 ‘ ' ' 00
Subpart B-Cankacior Reform - R - o - 00
mmc-mzammnwmnn : o C . ‘
11461 Feo Scheduiee ‘ S 00 - o0 00 o0 00 00 00 - &S
11402 SupkalDmesings = S 08 00 90 00 00 0o 0w 00
11450 Compelivo Bidkfing Demce I 00 00 e 00 00 oo 0 o6
11454 Compelitve Bidding for Lab Sendces 00 00 00 00O 080 - 0O - 00 00
o 9405 Clitnge Paymmad SirctunforCorislndabToets: 00 00 90 - 00 . 00 - 00 00 0.0
&wmmumamn : . e e , 09
Toist Ptd T oo [T N T W oo
BiAtats), Subtite D R AR W J X S T B ad-Cc o 44 o
C S T ‘ . B — )
SubtileE-LongTemCeniz - - . o ___ a8 3F 1A 18 18 08 125) N
SubldeP-HestihhesarosReformlars [ @6 83 83 a3 05 03~ ah_ :


http:I'I,.I.nI

S T R

§9§i§§§§,s3§5§§23<3 .
S euopmed VBRI Wogy spedud snuestl iRl 0u Ageqoid (L
&igﬁ_élﬁoﬁsslzﬁaégigzaﬂﬁsa :

E%%n!u&gs..sg_eﬁlxgs&zizs!is;a o

, gviéuasssgﬁgﬁggggs L

P _ . _ o -e.qatﬁai..eeﬁﬁ Maytuas; pinos Ea0doud (5
Sl.. .,Susali.:oz_.» .aei..u SOp OB pesodaxd »

,H,Sa z_xs. Ss_z. o !.98 aes.a.aguc;%i..a.

L | n.er_.

oL

. ‘o..._v.i, A...S g .3«. B os ET O R | O«ww% o n
yvo g ®woomo o8 W ow TN agemo
e ew G ve o we g o proptmmoL.
ke v..a. - .:- ::. BRI &w L ey

R : om m O 0LeS &t.

oUess  ORTES  GLOBS  OOM o o lgtnsg!!!m.h_,.
el u““n %ﬁw;csﬁa el oNes  0SO 09Tv o eeocoxd sepun woAd peRRED

B M es%x_ﬁ.%!ex.aasisiu%aeﬁé%éséﬁ s
L s IR . : : Cs Ar-nagzbo.xsno.a.-es..cg;.gcanc-ux;u. .

s T Dhol ovhY _,33 § mm o:s 45 ,ns .

S i:!..&i-szx&a!._g TGO

g ., &ﬂa immﬁw 4 i@.ﬂ m.w| Jq.»-.. y .ﬁ. m.. o \, z.u.a!. n.__s.._...» -

: _b.:o .&

e.. 90 __ Jhl 0 or,mi..._[ B S %éﬁi&i

m,:

B S S | - TEE e W] peseunApeedm

T T T ...:e.g&::.é.nxs

- eeL

L

Y0t ss — S R
* gyee d B es_ooan c66L ..BEocom 8!5 pojewnse 23 ..:Sz.._x oML _ua.x_u._a s UepisUd

A S

‘Loz - s6/41/T

.

¢ \21;7':

*
tno



G 05: 24PN FROM 0ASPA NEWS DIV

LT

0 0dRRRSL . POD2/0B2

 ‘Transfer of Assets and Medicaid Rligibility

Question

J,DOBS the Administration support and intend to carry out the

provision of the Kennedy-Kassebaum law making it a felony to
"knowingly and willfully dispose” of assets in order to become

- eligible for Medicaid?

Answer -

The Clinton Administration has pursued a pclicy of "zero tolerance"
for fraud and abuse in our health care system. This is eapecially
true in public programs like Medicare and Medicaid.

In 1923, the Administration toughened Medicaid eligibility rules
with respect to individuals who sell or transfer their assets beolow -
their market value. Prospective Medicaid beneficiaries are already
regquired to disclose such transfers and are denied Medicald
eligibility for a specified period of time. Those who refuse to
disclose such transfers can be penalized.

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

It appears that this language may he interpreted more broadly Lhan’
its authors intended and mwight, 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 with the Congress to make changes
in this provision of the law while continuing to stand firm against
potentlal abuse of the Medicaid progranm. ‘ c
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LINK BETWEEN MEDICA.ID AND TE\APORARY ASSISTAN CE FOR NEEDY FAMILIES
(TANF) ‘ -

Pnor to welfare reform

oi ‘ "Indrvrduals who reeerved A}"DC cash assrstance or who were deemed ;to have
. recerved AFDC Wwére autornaueally ehgrble for Medxcard

o Famrlres Whlch lost AFDC cash asmstance because of employment or recerpt of child
(or spousal) support payments were ehgible for Medlcald for an addmonal penod of

tithie.

e» " Vanous rules of the AFDC program were used to establrsh Medrcard ehgrbllrty
under Other Medlcard—only ehgtbrlrty groups (e. g pregnam wo"ni‘én and children
whose elrgrb:lny 1s related to the poverty level opnonal groups of chlldren and

xcaretaker relatlves who do not receive AFDC, and the med1cally rreedy )

A ' Welfare reforrn ehmmates the AFDC cash assrstance program and replaces 1t wnh a block grant -
‘ . program called Temporary Assrstance for Needy Farmlres (T ANF). : :

o F armhes Wthh recewe cash assmtance under TANF are not autcmatlcally elrgrble for
Medrcard as they were under AFDC :

0 Famrhes whrch lose ehglbrhty for cash assrstance under TA_NF because of
: emplcyment or receipt of support payments are not automaucally ehgrble for
extended Medmmd beneﬁts as they were under AI-'DC : .
' Because the AFDC cash assistance prograrn is ellmmated welfare refc"‘ ) provrdes that any ,
reference in title XIX to an AFDC provision or an AFDC State plan wﬂl be consrdered a reference
" to the AFDC provrsron or plan in effect for the State on July 16, 1996 (e, re reform” AFDC) |
 This would eﬁ‘ectwely ﬁ‘eeze the pre-reform AFDC program for all Medremd purposes except that p
- welfare reform also gwes States some flexibility to change the apphcable income and resource
standards and methodolog1es as foliows A . -

0 . AStatef may lower its mcorne standards but not belew the standards whlch it applred,
on May l 1988 : : : '

‘ o - A State may rncrease 1ts mcome and resource standards by any mcreases in'the CPI
' subsequent to July 16, 1996. ‘ , : -

. : 0 A State ! may also choose to apply more hberal lncome and resource methodologtes

L N v S
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than tﬁdéfé in effect on July 16, 1988, . -
’ Welf‘are reform also creates a new Medxcaxd ehglbrhty group of low i mcome famﬂres thh children,
This group basically consists of families which would have been’ ehglble for AFDC cash assistance
- and therefore Medicaid under the pre-reform rules. However, it does not reqmre that a complete
'AFDC ehgfbrhty deterxmnatton be tade using all the pre-refomr AFDC program rules Rather it
: 1mposes two ba51c ehgxblhty reqmrements for th15 group S

0 R The farmly incomie and 1 resources must meet the pre~ref0rm AFDC standards as
S ad}usted by the State under the opuons explamed above S

o ; The pre—reform AFDC depnvatlon requn'ernent must be met (I e “a'ch tld ‘must be
. living with a parent or other relative and depnved of parental support;or care by the
- death, absence mcapacﬂ:y or. unemployment ofa parent > :

If d farmly loses Medlcaxd ehglbthty under thlS new group because of employment or recetpt of
. support payments or employment and received Meédicaid under thts group in three’ of the preceding
six months the family i is; chglble fora penod of extended Medtcaxd beneﬁts ‘ :

Thereis 8 prowsmn whjch mandates contmued Medtcmd ehgtblhty for pregnant wornen a.nd
 children who qualify for Medlcald under the poverty level related Eroups & dnd mirnor chlldren who
are not heads of household while allowmg States to deny Medicaid beneﬁ:s to other adults and
: heads of h0usehold who lose TANF beneﬁts because of refusal to work -

2 b e
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LINK BE’I‘WEEN MEDICAID AND SSI UNDER WELFARE REFORM

Under the new law, the deﬁmtlon of chxldhood dlsablhty is no longer hnked to the deﬁmt:on of
dlsablhty for adults The reference to “comparable severity” in the old law has been’ ‘eleted.

The new definition says (D an mdmdua! undcr the'age of | 8 shall be con51dered to be disabled
urider SSI if that child has a medically determinable phys1ca1 or mental dlsabzhty which results in
marked and severe functxonal limitation, and which can be expected to result in’ death or which
has lasted or can be expected to last for a continuous penod of at least twelve moniths. (2) no
individual under the age of 18 who engages in substantial gainful actmty may be consndered
disabled. < , ,

‘In addition to the new deﬁmnon of d1sab1lny for chxldren, the law mandates two changes to
_ciirrent evaluation criteria in SSA’s regulations. SSA must: (1) dtscontmue the individualized
" functional assessment (IFA) for children and (2) eliminate maladaptxve behavior in the domain of

personai/behavmral ﬁmcnon in determining whether a child is chsabled : Mo s

Smce in many States, Medlcaid e]1g1b111ty accrues dlrectly from SSI ehgfbﬂxty, the above changes '
to SSI will cause a loss of Medicaid eligibility for many chxldren However sifice Medxc&ld
also covers certain p0verty-related children urespecnve of their SSI status many of the

chddren who lose SSI will still continue to be covered under Medma:d
3

The law prowdes that SSI payments may only begin as of the first day of the orith fd]lomng ¢))
the date the application is filed; or if later, (2) the date the person first meets all ehg1b1]1ty factors
This is a delay in SSI ¢ ngrbxhty in comparison with the old law.

SSA is required to redetermme the. ehglblhty of 1 recxpxents under age ]8 by August 22 199? No -
SSI eligible child may lose benefit by reasori of a redetemnnatlon of dlsabﬂny usmg the new -

deﬁmtxon earlier than ]uly 1, 1997,

SSA is required to send notices 1o all affected recrplents no later than hf anuary 1 1997
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: FACT SI{EET # 1011 1/96
LINK BETWEEN MEDICAE) AND THE I}MGRATION PROVISIONS OF
THE PERSONAL RESPONSLBH.ITY AND WORK OPPORTUNITY ACT OF 1996

Medicaid Ehg;bﬂlgg of Legal Imnugl_'am o

~ The Personal Responsxbxhty and Work Opportumty Act of 1996 (P L 104-1 93) 1dent1ﬁes two
categones of legal i ummgrants “quahﬁed ahen " and others ‘

“Quabﬁed Alien” Def ned: A “qualifi fed ahen is an alien who is Iawﬁzlly aa‘fmited for
permarnent residence under various sections of the Imm:gratzon and Naizomhty Act (INA)
including: an asylee, a refugee, an individual who has been paroled into the U.S. for a period of
one year, an individual who has had his/her deportaﬂon withheld, and who has 6een granted

- conditional entry. Th:s a'ef mtzon also mcludes certain batteréd zmngmms

: Statcs have the follomng options to cover legal lmxmgrants as long as these md1v1dua.ls meet the .
financial and other ehg:bﬂ ity requirements of the program

Inumg:ants Re31dmg 1n:the U.S.

States are not reqmred to end Medicaid coverage or ehg1b1 1ty for any quahﬁed ahens res:dmg in
the U.S. before August.22, 1996. If the State Plan already provides such’ coverage and eligibility,
HCFA will presume thé State will continue to prowde Medaczud to these individuals, until a State
Plan Amendment is submnted to. the contrary :

o .For 1mrmgrants who are quahﬁed aliens” recemng Medncmd beneﬁts (were enrolled in
the State’s Medlcald program) on August 22, 1996, States must conunue Medlcaud
coverage until at least January 1, 1997. After that date, HCFA will assume that States-are .
- continuing to: cover these mdmduals unless the State amends its'State Plan to dxscormnue

coverage of. these 1nd1v1duals

0 For 1mnugrants who are quahﬁed aliens” femdmg in the United States before August 22,
1996, but were not enrolled on that date, whether eligible or not, States have the option
not to provide Medicaid begmmng on August 22, 1996 To do $0, the State must a:mend

its State Pldn,

o For other ummgrants who are not ¢ quahﬁed ahens ” Medxcmd ehgxbxhty was terxmnated
on August 22, 1996 under P.L, 104-193, except for those recelvmg SSI.. For these
1mmxgrants Medlca.xd ehglblhty connnues until SSA redetermines eligibility (see page 4).

¥
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Excep_ted Groups of Immrgrant

There is an excepted group of i mumgrants to whom the State muﬂ' prowde Medxcald coverage
provided the individuals are otherwise eligible. The followmg groups of immigrants are
considered part of the excepted group: o _ r

o Reﬁ:gees -- For the ﬂrst S years aﬁer entry to U S. m that status ‘ .
o Asyle‘e‘s % For the ﬁrst 5 years‘aﬂer granted asylum :

o Indmduals whose deportatlon is bemg wtthheld by the IN S - Fcr the ﬁrst S years |
~after grant of deportatlon wrthholdmg . ‘ »

o Lawful Permanent Residents — Aﬁer they have beeni creérteci wnth 40 quarters of
coverage under Social Secunty (based upon their own work and/or that of spouses
- or parents) and no Federal means-tested public benefits weére received by the
individual in the quarter to be credited (or the spouse/pa.rent on whose work
_record quarters were credited). Members of this group are not excepted if the
1mnugrant arrives in the U.S. after August 22, 1996,

) Honorably dtscharged U.S. military veterans, acttve duity mthtary persormel and
- thelr spouses and unmarried dependent chxldren -- At any time.

Imrmgt_'&nts Admltted to the U S On or Aﬁer Auggst 22, 1996

There is a mandatory ban on Medrcald ehglblhty for i 1mmlgrants who are quahﬁed ahens" newly
~ admitted to the U.S. gn or after August 22, 1996. The ban is in effect for the first five years they
are in the U.S. in that status, unless the individual is a member of one of the excepted groups. -
After the ﬁve-year ban' explres an m:rmgrant S access to Medzca.td is at State option (for those -

otherwise eligible). For those who have individiial sponsors-who sign new, legally bmdlng
affidavits of support (requlred elsewhere in welfare reform, begmmng no later than February
1997) States must deem the i mcome and resources of the xmtmgant s sponsor (and sponsor s’

Medicaid. For most 1rmmgrants deemmg wi 1 not take effect for five years

‘Individuals who have béen credrted with 40 quarters of work without recemng assistance are not
considered an excepted group under these provrsnons :

2
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following sntuatrons

o Deemmg applies only to’ sponsors srgmng new, legally bmdmg aﬁda\nts of
' - support : . L
i .
o The sponsor s and sponsor spouse s income and resources wxll Beé counted when
detemnmng the i income and resources avmlable to the immigrant they sponsor

:
‘»‘

oy "~ Deeming apphes only to 1m1mgrants who are sponsored by mdmdua.ls
i
o Under the ornmbus appropnatrons amendments deemmg does ot apply to
battered“nnmxgrants or to those who would be mdlgent deﬁned as unable to obtain
food and shelter without assistance, because thenr sponsors are not providing
adequate support. :

7

o Deemmg continues until the earher of naturahzatzon by the i unrmgrant or the
- immigrant’s being credited with 40 quarters of Socxal Seeunry coverage Such
: ‘quarters do not include any quarters after December 31, 1996 in which the
immigrant (or the immigrant’ s spousefparent on whose work record the immigrant
s credxted with quarters) receives Federal meanis-tested beneﬁts

o Sponsors must re!mburse Federa] State and local governments for the cost of
means-tested benefits received by the sponsored 1rnrmgrant during the deeming
_period, but excludmg the costs of emergency medical servrces

Emergency Services

Provided they meet the financial and categoncal ehglblhty reqmrements both qua.hﬁed aliens and
non-qualified aliens contmue to be eligible for emergency services under Medxcard

SSI Medicaid c:o:ine'cison for “Qualifiéd Aliens”

Other prowsrons of welfare reform ban rece1pt of SSI cash beneﬁts for both current ‘and new
otherwise ehg1ble “ quahﬁed allens unless they are a member of orie of the excepted grOups

listed above.

&
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Lndmduals who continue to receive SSI cash beneﬁts would be ehg1ble for Medlcaxd under the
usual rules, The Social ﬁSecunty Adrmmstratton must redetermine the SSI ehglbdxty of all
immigrants within one yea.r of enactment Upon' redeterxmnatlon the mumgrant may lose cash
assistance if he/she is not a member of one of the above excepted groups.

?
States are reqmred to perform a redetenmnanon of Med1ca1d ehglbnhty in any casé where an
individual loses SSI and that termination affects the individual’s eligibility for Médicaid. ‘Those
losmg or barred in the future from receiving SSI cash beneﬁts will find their Medma.td beneﬁts

‘affected in the followmg ways:

) A State that has opted under its Medlcaid plan to cover fon-cash SSI-related groups
would automatxcally continue Medicaid for “quahﬁed aliens” who ﬁt mto those groups.

o A State that has not previously opted under 1ts Medlca.xd State plan to ¢ cover non-cash
SSI-related groups could, as always, submit a State plan amendment to prowde coverage -
for non-cash SSI-related groups. HCFA i is explonng options to permit States to do this as

simply as poss1ble

In addition, a State that opts to cover only SSI cash recmlents may st111 be able to' cover some of
the “qualified aliens” under other provisions of current Medicaid law (1 e, poveny*related
pregnant wormen and chﬂdren, medically needy, etc. ) : -

An immigrant who loses SSI cash beneﬁts would continue to be ehgxble for Medlcald urml the
State conducts a Medlcmd ehg?oﬂﬂy redetermmanon (which, requires cons1derauon of other bases

for Medicaid eligibility for which the individual may quahfy) and has found that the mdmdual

does not quahfy for Mechca:d by any other means,
Related Fact Sheets:
r
Link Between Mechca:d and Temporary Assistance for: Needy Famxhes (TANF)
Link Between Medxcaxd and Coverage of SSI Chﬂdren under Welfare Réforin

Link Between Medlcald and the I.mm1grat10n Prowslons of the Personal Resp0n31blhty and Work

‘Opportumty Act of 1996 ‘

. PR
IR TR g e o

O N

.
.



0CT-21~19%6 . 14:21 ' WCFR-OLIGR - - opobodBies  P.ps

T T PN

FACT S'HEEM B ,DRAF’T N9

wan yre, s .

CON T[NUATION OF DEMONSTRATION PROVISION S

IN SECTION 1115 WELFARE REFORM DEMONSTRATIONS ‘
UNDER THE PERSONAL RESPONSIBILITY AND WORK o
OPPORTUN'ITY RECONCILIATION ACTOF 1996 .

States with section 1 115 welfare reform demonstranons may elect to contmue al] or some of the
mdmdual waivers and ¢osts niot otherwise matchable (CNOM) authonty they have been granted -
relating to the Txtle v -A cash assnstance and Medicaid programs.

Section 415 of the Personal Respon51b111ty and Work Oppor‘rumty Reconcﬂzanon Act of 1996
(PRWORA) permits States to continue all or some of the AFDC and Med:cald demionstration

- waivers (hereafter understood to also mclude CNOMs) granted under secnon 1115 of the Social

Security Act either in effect as of August 22,1996 or subrmtted pnor to August 22 3996 and
approved on or before Iuly 1, 1997. These waivers may remain in eﬂ'ect until the éxpiration of
the demonstration (excludlng any extensions). States also have the optton of termmatmg their
waivers prior to expxratlon of the demonstranon, in Wthh case they will be held harmless for their
accrued cost neutrality liabilities. While the waivers are n effect, the ‘amendments made by
PRWORA will not apply to these demonstranons to the extent that the arnendments are
inconsistent with the wmvers ,

Section 1931 of PRWORA establishes a general mle that an mdmdual wﬂl be treated asalv-A
recipient for Medicaid purposes if he or she meets the income and resource standards and all other
catégorical requirements [or should it be “the deprnvanon req ulrements”"] for détermining

AFDC eligibility under the AFDC state plan in effect on July 16, 1996, Section 193 1(d) permits

States to continue to apply waivers of title IV-A provisions [and CN OMs?] aﬁ'ectmg Medicaid
eligibility (either in effect as of July 16, 1996 or submitted before August 22, 1996 and approved
on or before July 1, 1997) beyond the date the [demonstranon] waivers would othenmse expire.
Unlike under section 4 1 5, these prowsxons can be extended mdcﬁmtely

The relanonshlp between sections 415 and 1931 is as fo]lows Sccuon 415 covers a broader

“range of provisions than does section 1931 (i.e., more than just those provxslons related to

Medicaid eligibility, and up to as many as all of a State s demonstration waivers, should the State
eléct to continue their demonstratxon in toto). Howevcr the waivers selccred for ¢ contmuauon by
a State under section 415 may be retained only th:rough the prcwcmsly established explranon date
for the demonstration (excluding any extensxons) Section 1931, on the other hand, covers a
smaller set of waivers (only those AF. DC provxsmns related to Mechcmd ehg1b1hty) but they can

be contmued mdcﬁmtely

BT X T S,
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o INCREASED FEDERAL MATCH[NG RATES FOR ENCREASED
ADNHNISTRATIVE COSTS OF ELIGIBH.ITY DETERMINATION _
g UNDER WELFARE REFORM S

§

V The Personal Respon51b1hty and Work Opportumty Reconcﬂxatlon Act of 1 996
(P.L. 104-193) 31gmﬁcntly revised how States determme Medicaid ehg1b1hty for
needy families and children. The legislation provxdes a special fund of $500 mxlhon ‘
for enhanced Federal matching for States’ expendltures attributable to the administrative
costs of Medicaid eli g1b111ty determinations due to this legnslanon The spec1ﬁc f‘eatures
of this provision are descnbed below: : ! ‘

Federal Finangial Particiganon 1_EEP1 Ra;e ' ;

The norma] FFP rate fof States’. administrative costs for ehgxbxhty determmatmns m the
Medxca:d program is 50 percent However, under this new law, the Secretary is given .
discretion to increase the FFP rate above 50 percent, up to a fixed national dollar cap on this
enhanced funding. This enhanced funding is for the administrative costs apphcable fo the
extra costs of ehglblhty detenmnanons due to thxs legsiatxon ’

Demgnstranon to the. Secretgg

In order 10 receive the enhanced funding resultmg from the i mcrease in the FFP tate, each
State must demonstrate'to the satisfaction of the Secretary that the COsts are attributable to the
administrative costs of Medlcaxd eligibility de’termmanons which are mcurred because of the

enactment of P.L. 104- 193
Nanona.l antatxgn on ﬂ‘ otal andmg
The total F edera] ﬁmds avmlable for enhanced match are hmlted w0 $500 rmlhon '

‘Time antg_:mn 3’

The $500 nulhon is avaﬂable nationally for expendxtures dunng the nme penod of

Fiscal Years 1997 through 2000. Ona State—spec:ﬁc basxs, the enhanced ﬂmdmg is

available for only 12 quarters. The 12 quarters are prescnbed as the ﬁrst 12 calendar
‘ qumers in which a State s TANF program 1s in effect aﬂer August 21, 1996,

T st et i ST

TOTAL P.18
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