THE BREAUX-CHAFEE PLAN
The Breaux-Chafee plan continues to seek a middle route between the Republ:can plan and ours in
‘many respects. However, it also embraces some problematuc: polncues While the details are still
evolvmg, Wthh will delay CBO scormg, in general ‘

Policies that move towards therAdmlmstratuon e

e The Medlcald pohcy is far superlor to the Repubhcan pIan and offers an opemng for blpartlsan
‘compromise. .

‘® The welfare policy moves closer to us.in many ways, but with deeper cuts in |mm|grants
benef ts. ~ :

Policres that'remain problematic --
° Br'eaux-Chafeecontains a Medicare premium increase for se’niors over 200% of'poverty.

o It caps the direct student loan’ program at 40% of total student loan volume, a policy we
~ successfully opposed in the final 1996 appropriations: blll :

o |t reduces the CPI by .5% over and above the techmca! reductions we expect BLS to make in
|997 and 1998, and by .3% thereafter, which saves $110 bxlllon over seven years

In large part because of the larger Medicare, we/z%re, and CP/ sa Vmgs, Breaux-Chafee apparently
‘does not need to trigger off its tax cut. Without these savings, and without a trigger, the p/an
would not balance in 2002. - | ‘

P
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Deta//.s' on the po//c;es m Breaux- Chafee :
. Dfscret/onafy The Breaux-Chafee dxscretlonary cuts are smailer than ours;over 7 years, but are heavily
. ’backloaded and apparendy become equally deep in the last year T T

B tMed/care ‘The Medlcare savmgs proposals in- Breaux-Chafee, whlch they descrlbe as savmg $I 54 bnihon over 7

| years, are quite ¢ szmtlar to those in the Admlmstratlon s$124 bllllon package. Note that. Breaux-Chafee is usmg ag; L

, I997 2003 tlmeframe, |nstead of the I996 2002 assumed in the Adm|mstrat|on s estlmate
“ The maj or dnfferences between Breaux-Chafee and the Admmlstration s p!an are: :

- Part B Premlum Consnstent W1th Admmlstratlon pollcy, Breaux Chafee mamtams the 25% premlum for- .
“lower-income seniors.” Starting at 200% of poverty, Medicare premium subsidies start to-phase out (i.e,

L couples above $20,000 Wl” pay a prem;um equal to 3! 5% of Part B program costs, phasmg up to 100% for o

7 couplesat $150,000).

. _'MSAs Breaux-Chafee would a!low MSAs on demonstratuon basns No further detalls are prowded

. Ellglbsltty Age It wou!d match Medlcare ehgxblhty age to Soc1al Securlty, phasmg up to 66 between 2000 o
L =_and 2005 and to 67 by 2022 T , o } ,

e -Med/ca/d The Breaux-Chafee Medrcald proposal preserves the Federal guarantee of coverage and mcorporates -
many of the state flexibility principles of the: Administration’s proposal. The proposal also maintains current law

* mandatory-and optional popu!atlon groups and services. . It also retains current law: match rates; keeps a federal .. '

.~ definition of disability and continues the ehglblllty expansions enacted in l990 mamtams current nursmg home -
.standards w:th federal enforcement and mamtams the federal r[ght of action. I :



lsst_les with Breaux-Chafee Med}icaid policy:

Link between AFDC and Medicaid ehglblllty The welfare plan does not guarantee categorical eligibility for
all current AFDC recipients. Instead, states would have the option of covering current law AFDC
beneficiaries or those eligible under the new welfare program.. ThlS opt|on could lead to the loss of

- Medicaid coverage for some famllles

~ Federal pay-ment to States. A_Ithough Breaux-Chafee appears to have a savings mechanism similar to our

-per-capita cap, it is unclear how the proposal would take into account caseload increases. In addition, it-
appears that States will be able retain a base level of federal payments even if they drop coverage for

 optional services or populatlon groups. This could cause federal funding to be d|sconnected to the size of
the benefit package or number of benefqarles served - : : -

L.

Welfare Reform Breaux-Chafee is snmllar to Admmlstratlon pohcy on ch|Id care, ss| Kids, ch|Id nutrition, ch||d
protection, and most food stamps and AFDC issues including flexible work requirements, equal protection of

" benefit recipients, etc.. However, Breaux-Chafee has more savmgs than the Adm|n|strat|on plan, financed with -
deeper cuts in immigrants benefts and food stamps. : :

'_ Benefts to Legal Immigrants -- Rather than expandmg “deemlng provnslons as proposed by the

- Administration, Breaux-Chafee would ban almost all legal immigrants from receiving SSI with exemptlons
_only for current recipients who are very elderly, disabled, and a few others; virtually all future immigrants.
would be banned from receiving SSI, including the disabled. - In addition, the plan would impose a 5-year ban
for most legal lmmlgrants from most federal benefits mcIudlng Medlcald and AFDC : Co

" . Food Stamps -- While BreaUx Chafee does not allow states to turn food stamps ihto a bIock grant or cap
the program, it does cut deeper than the Administration’s plan, primarily by establishing a 4-6 month time
- limit for benefts for unemployed childless adults. This restriction would affect about a half. m|II|on persons. -
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CBO 7 YEAR SCORING OF ALTERNATIVE PLANS 1 . 05/01/96
“( in billions of dollars) e : 07:33 PM
. B - : l
-President's | President's Republican Breaux Chafee
- Budget Budget - Offer (1/6) ‘Plan -
| Using April ' o :
1996 Baseline ~Using December 1995 Baseline
.. Savings: o , - i .
Discretionary................... POPPRRRTVEILIS -233 =297 -348 -268
Mandatory: . o ’ T " '
Medicare......coocereveiiiiiiniicnnenennnns -116 - 124 -168 -154
Medicaid ......... eereere et eas -54 -59 -85 . -62
Welfare reform........... I rerrereeens o -37 -40 -60 -45t0 -53
EITC 1 e -5 -5 -15 “In welfare
Other mandatory..........c.cc..... — =96 - -49 66 - =52
Total, mandatory............cco.... o 268 =277 -394 -313t0-321 .
‘Taxcuts.,,..‘....‘;} ............. ST N 97 - 100 207 - 130
Corporate loopholes and other........... - 53 L 62 26 . 25
Extension of expired excise taxes ..... -36 'Exten's:ion“inb!uded in Décembé.r'bas‘é'lirie“
CPI adjustmént ......................... et o = = =110
“Total, policy proposals............ e 492 -537 562 62116 -630
Débt Servicé...'...f.~....,;......‘..>.'. ....... = -38 -56 59 NA
Total savmgs.....t.; ..... oot " | '-5'30‘ -593 -62_1 NA

~1/ Includes t;evenues.

-~ \DATALOTUS\PLANREP WK4




N i‘H"‘E IMPACT OF RECEVNT cBO BAseuNE c,‘HAN'GEg .

e -llf.‘ | Under the Aprll CBO baselme, the budget deficit outlook has lmproved sngmf‘ cantly CBO

‘rescoring of the baselme from December |99S to Apml I996 reduced the cumulatlve defc:t R

by $| 14 bllllon over seven years

CBO Baselme Defmt Bxlllons

. fl'996 |

1997

1998

1999

2000

2001

2002

Totel -

| December 1995 | 172 182 183 | 195 204| 211| 228[ NA,
| April 1996 | 144 res| 175] 182 191 | 194| 2l0.
= 'Change | - 28] 1|7’ » ,8 | "|3 -”.13 7 18] 114

The Aprll 1996 CBO baseline deficit-assumes the explratton of the air transportation excise taxes -
" and other proyisions. . If immediate . reenactment were assumed, the baselme def‘cnt would. be about;‘_..,f |

- $36 blllton Iower over the seven-year perlod




2.  However, the large reductions in the baseline deficits provided very little additional deficit
reduction .in 2002 under actual balanced-budget plans. In fact, when CBO rescored our FY
1997 budget under the April baseline, the 2002 surplus actually declined. Therefore, there is
no room for significant additional tax cuts or spending increases in 2002; and any additional.
spending or tax cuts in the earlier years would have to trigger off before 2002.

"« The December 1995 baseline revision reduced the projected deficits under the vetoed
Reconciliation bill by much less than the change in the baseline, and only in the early
years -- not in 2002 when the balanced budget constraint bmds

« CBO hasnot rescored the Republicans’ vetoed Reconcrhatlon bl” under their new April
1996 baseline. However, the April 1996 baseline revision reduced the projected deficits
under the President’s FY 1997 Budget very little, and worsened the projected surplus in .
-2002. This result’ s_trongly suggests that rescoring of the Republicans’ latest offer, or any ~
other balanced-budget plan, wotild not provide any significant room in 2002.

THE PRESIDENT’S FY 1997 BUDGET

| CBO-Scored Deficit, in Billions 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | Total
| December 1995 Baseline I58| le4| 150| 126| 109| 62| -8| NA
April 1996 Update 146 | 155 152| 123| 105| 54| -3| NA|
Difference a2 9| 2| 3| 4| 8| 5| 29




- These beseli'ne'ihiprdVements have little'effect on 2002 deficits for two basic rees'onsf

First, most |mprovement in the CBO baseline comes in- the early years rather than the
outyears -~in contrast to the OMB baselme lmprovement whlch grows over time. -

<' ;Second much of the |mprovement in the CBO baselme comes in areas.-- dlscretlonary,
" Medicare, Medicaid -- where spending is-essentially capped by the balanced-budget B
pohc1es Reducing basehne spending in these areas does not reduce the pro;ected

- deficit; it reduces only the pro]ected budget savings. - '

For example, the Reconcnhat:on bill capped Medlcald 3pendmg in 2002 at $I28 billion.
The baseline was $178 billion; theréfore scored savings were $50 billion. Subsequent
‘events pushed the baseline down to $173 billion. But that did not reduce the expected -
~ deficit at all, because expected outlays were still $1 28 billion. Instead,’it reduced the
. scored savings from $50 bllhon to $45 bil hon
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- SENATE CENTRIST COALITION
7-YEAR BALANCED BUDGET PLAN
INTRODUCTION

For the past several months, a bipartisan group of 22 Senators has worked to craft a

. seven-year balanced budget agreement that is fair to all Americans. We have made
the difficult choices and compromises necessary 1o reach an agreement because we
are concerned about the effect 2 connnumg deficit will have on the quality of life
for each and every American.

If e act, we can foster economic growth and prosperity. If we fail to act, we
undermine the future of our children and grandchildren. This is an historic
opportunity and we should not let 1t pass. °

. Balancing the budget will spur economic growth, and help families make ends meet
by lowering interest rates on home mortgages, car loans, and education loans.

Balancing the budget will also brighten our children’s future. Last year’s report of

 the Bipartisan Commission on Entitlement and Tax Reform illustrates the magnitude
of the problem facing future generations. Left unchecked, by the year 2012,
projected outlays for entitlements and interest on the national debt will consume all
tax revenues collected by the federal government, leaving nothing for national
defense, roads; or education. We cannot stand by and let this happen.

We formed this Centrist Coalition because we believe a balanced budgert is possible
only if Democrats and Republicans work together. We offer this proposal as a way
to bridge the gap between our two parties.. We hope our effort will spur the
President and our colleagues in the House and Senate to work together to enact a

balanced budget this year

Robert F. Bennett Dianne Feinstein Herb Kohl
Christopher S. Bond Bob Graham Joseph L Lleberman :
John B. Breaux Slade Gorton Sarn Nunn

Hank Brown James M. Jeftords Charles S. Robb
Richard H. Bryan J. Bennett Johnston Alan K. Simpson
John H. Chafee Nancy Landon Arlén Specter
William S. Cohen Kassebaum Olympia J. Snowe
Kent Conrad J. Robert Kerrey
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SENATE CENTRIST COALITION
7-YEAR BALANCED BUDGET PLAN
" EXECUTIVE SUMMARY

MEDICARE (estimated savings: $15¢4 billion)

Expands choices for Medicare beneﬂcmncs
Beneficiaries can remain in the traditional fee-for-service Medicare program or choose
from @ range of private managed care plans, based upon individual need. Options

“include pomt—of -service plans, provider sponsored organizations and medical sawngs
accounts (on a demonstration basis),

Promotes the growth of managed care.

- By creating a new payment system for managed care - which blends national and
local payment rates - the plan encourages growth in the availability and accessibility-
of managed care. Indirect Medical Education payments would be redirected to
teaching hospitals; currently, they are paid to managed care plans.

Ensures the solvency of the Medicare Trust Fund. ‘
~ By slowing the rate of growth in payments to hospitals, physicians and other service
providers, the plan extends the solvency of the Medicare Trust Fund.

Higher income seniors should pay more.
Through affluence testing, the plan reduces the Medicare Part B premmm subsxdy to
higher income seniors, and asks them to pay a greater share of the program’s cost.

MEDICAID (estimated savings: $62 billion)

Incorporates a number of NGA’s recommendations.

The proposal incorporates many of the principles of the NGA proposal regarding
enhanced state flexibility, while also maintaining important safeguards for the federal
treasury and retaining the guarantee of coverage for beneficiaries,

Sharing the risks and rewarding efficiency.

Funding is based upon the number of people covered in each state, ensuring federal
fundmg during economic downrurns. States will be able to redirect the savings they
achieve toward expanding Medicaid coverage to the working poor.
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Guaranteed coverage for the most vulnerable populations.

The plan maintains a national guarantee of coverage for low-income pregnant
women, children, the elderly and the disabled (using the tightened definition of
-d1sab111ty included in welfare reform legislation).

Increased flexibility for the states.
States can design the health care delivery systems which best suit their needs without
obtaining waivers from the federal government. Under this plan, states can
determine provider rates (the Boren amendment is repealed), create managed care
programs, and develop home and community based care options for seniors to help
keep them out of nursing homes.

WELFARE (estimated savings: $45-$53 billion) -

Includes many of NGA'’s recommendations.

The plan, which includes several prominent features of the NGA proposal, is based
upon the welfare reform bill that passed the Senate by a vote of 87-12 in September
1995. :

Tough new work requirements.
States must meet a 50 percent work participation requirement by the year 2002.

Time limited benefits.
Cash assistance is limited for beneficiaries to a maximum of five years.

A block grant providing maximum state flexibility.
States will be given tremendous flexibility to design welfare programs, 1n accordance
with their own circumstances, that promote work and protect children.

More child care funding to enable parents to work.
The plan provides the higher level of child care funding ($14.8 billion) recommended
by the NGA to enable parents to get off welfare and to help states meer the strict
- work partmpauon requirements contained in the plan. ;
Extra funds for states to weather recesswnary periods.
The plan includes a $2 billion contingency fund to help states through economic

downturns.
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Important safety nets maintained. :

The plan preserves the food stamp and foster care programs as uncapped
entitlements. States must provide vouchers to meet the basic subsistence needs of
children if they impose time 11m1ts shorcer than five years (states set amount of
voucher).

Encourages states to maintain their mvestmcnt in the system

States must maintain their own spending at 80 percent to get the full block grant,
and 100 percent to get contingency and supplemental child care assistance funds;
contingency and chdd care funds must be matched.

Reforms Supplemental Security Income programs
The plan disqualifies drug addicts and alcoholics from receiving SS1 benefits, and
tightens eligibility cntena for the childrens’ SSI d1sab1hty program

Retargets Earned Income Credit

The Earned Income Credit is retargeted to truly needy by reducmg el1g1b1hty for
those with other economic resources. The plan also strengthens the admmlstratlon
of the Earned Income Credit by implementing procedures to curb fraud,

ECONOMIC GROWTH INCENTIVES (estimated cost: $130 billion)

A thrce-pronged tax relief program for working families.

" The plan establishes a new $250 per child credit (3500 per child if the parent

contributes that amount to an IRA in the child’s name); expands the number of
taxpayers eligible for deductible IRAs, creates a new “backloaded” IRA, and allows
penalty free withdrawals for first time homebuyers, catastrophic medical expenses,
college costs, and prolonged unemployment; and provides for a new “above the line”
deduction for higher education expenses. '

Encourages economic growth.

A capital gains tax reduction based on the Balanced Budget Act formulation
(effective date of 1/1/96): 50 percent reduction for individuals; 31 percent maximum
rate for corporations; expanded tax break for investments in small business stock;
and capital loss of principal residence. The proposal also provides for AMT relief

_(conformance of regular and alternative minimum tax depreciation lives),

Important small business tax assistance.

An exclusion from estate tax on the first $1 million of value in a family-owned
business, and 50 percent on the next $1.5 m1ll1on Increases the selt-employed health
insurance deduction to 50 percent.
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Extension of expiring provisions.
The plan provides for a revenue neutral extension of expiring provisions.

LOOPHOLE CLOSERS (estimated savings: $25 billion)

Closes unjustifiable tax loopholes.
The cost of the economic growth incentives is partially offset by the elimination of
many tax loopholes, and through other proposed changes in the tax code.

CPIL ADIU§TMEN (esnmated sawngs $110 b1111on)

A more accurate measure of increases in the cost of hvmg

The plan adjusts the CPI to bertter reflect real increases in the cost of living by
reducing it by half a percentage point in years 1997-98, and by three-tenths of a-
percentage point thereafter. The proposed adjustment is well below the range of
overstatement identified by economists. :

DISCRETIONARY SPENDING  (estimated savings: $268 billion)

Achievable discretionary spending reductions.

Unlike most of the other budget plans, this proposal provides for discretionary
spending reductions which can actually be achieved. The plan proposes a level of
savings which is only $10 billion more than a "hard freeze” (zero growth for
mﬂa’clon) ensuring adequate funds for a strong defense and for critical investments
in education and the environment, :

OTHER MANDATORY SPENDING  (estimated savings: $52 billion)

Balanced reductions acceptable to both parties.

The plan includes changes that were proposed in both Republican and Democratic
balanced budget measures.in the areas of banking, commerce, civil serv1ce,
transportation and veterans programs.

Additional mandatory savings.

The plan adopts other changes, including a cap on direct lending at 40 percent of
toral loan volume, extending railroad safery fees, and permitting Veterans® hospirals
to bill private insurers for the care of beneficiaries.
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SENATE CENTRIST COALITION
.7-YEAR BALANCED BUDGET PLAN
DETAILED SUMMARY

MEDICARE (est. savings $154b.)

The plan proposes. a variety of reforms to the Medicare program designed 1o
promote efficiency in the delivery of services and strengthen the financial status of the
Trust Fund. The proposal retains the traditional, fee for service Medicare program, but
also encourages the formation of private managed care options for seniors and the disabled,
allowing point of service plans, provider sponsored organizations, and medical savings
accounts {on a demonstration basis).

The plan’s provider payment savings and the expanded availability of managed care
delivery of services will lower the cost of the Medicare program over the next seven years
thereby extending the solvency of the Medicare Trust Fund.

Program Reforms

Increase choice of private health plans. Under the proposal, preferred provider
organizations (PPOs), provider sponsored organizations (PSOs), Medical Savings Accounts
(as a demonstration project), and other types of plans that meet Medicare’s standards are
made available to Medicare beneficiaries.

Annual enrollment. The plan allows beneficiaries to switch health plans each year d\uring
an annual "open season” or within 90 days of initial enrollment.

Standards. The Secretary of HHS, in consultation with outside groups, will develop
standards which will apply to all plans. These standards will involve benefits, coverage,
payment, quality, consumer protection, assumption of financial risk, etc., which will apply -
to all plans; PSOs will be able to apply for a limited waiver of the requirement that plans
be licensed under state law.

Additignal benefits. Under the proposal, health plans would be permitted to offer their
participants additional benefits or rebates in the form of a rediiced Medicare Part B
premium. Plans would be prohibited from charging addmonal premiums for services
covered by Medmare Parts A&B.
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Payments to private health plans. Payments to managed care plans will be de-linked from
traditional fee-for-service payments and will be computed using both locally-based and
nationally-based rates. Future payments will grow by a predetermined percentage and a
floor will be established in order 1o attract plans to the lowest payment areas.

Commission on the Effect of the Baby Boom Generation. The plan proposes the creation

of a commission to make recommendations regarding the long-term solvency of the
Medicare program. :

Conform Medicare with Social Securztx The eligibility age for Medicare is increased to 67
at the same rate as the current Social Secunty eligibility age is scheduled to increase.

Part A Program Savings (Hospitals) -

Hospital Markct Basket Ugdate Reduction. For hospitals, the propos'tl sets the annual '

update for inpatient hospital services at the market basket minus one and one-half
percentage points for fiscal years 1997 through 2003.

Capital Payment Reduction. For hospitals, the proposal reduces the inpatient capiral
payment rate by fifteen percent for fiscal years 1997 through 2003.

Reduce The Indirect Medical Education Reimbursement Rate. The proposal phases-in a
reduction to the additional payment adjustment to teaching hospitals for indirect medical
education from 7.7 percent to 6.0 percent. :

Reduce DSH Payment. The plan reduccs the extra payments made to certain hospirtals that
serve a disproportionate share of low income patients by 10 percent less than current-law

estimates.

Skilled Nursing Facility Payment Reform. The proposal adopts a Prospective Payment
System (PPS) for Skilled Nursing Facilities by November 1997. In moving to the new
methodology, a temporary freeze on payment increases is imposed and then an interim
system is implemented until the full PPS system is implemented. '

Part B Program Savings (Physicians)

Physician Payment Reform. The proposal adjusts the Medicare fee system used to pay
physicians. A single conversion factor would be phased-in for all physicians instead of the
current three conversion factors. Surgeons would be phased-in over a two year period.
The conversion factor for 1996 would be $35.42 and the annual growth rate would be
subject to upper and lower growth bounds of plus 3 percent and minus 7 percent.
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Reduce Hospital Qutpatient Formula. The proposal adjusts the current Medicare formula
~ for hospital outpatient departments to ehrmnate overpayments dua to a payment formula
flaw,

Reduce Oxygen Payment. The proposal would decrease the monthly- payment for home
oxygen services and eliminate the annual cost update for this service through 2003.

Freeze Durable Medical Equipment Reimbursement. The proposal eliminates the CPI-U
updates for payments of all categories of Durable Medical Equipment for fiscal years 1997

through 2003.

Reduce Laboratory Relmbursemen The proposal lowers expenditures on laboratory tests

by reducing the national cap for each service to 72 percent of the natxonal medtian fee
during the base year for that service.

Ambulatory Surglcai Center Rate Chang The proposal lowers the annual payment rate
adjustment by minus three percent for fiscal years 1997 and 1998 and then reduces the rate

by minus two percent for remaining fiscal years through 2003.
Part A & B Program Savings

Medicare Secondary Paver Extensions. The proposal would make permanent the law that
places Medicare as the secondary payer for disabled beneficiaries who have employer-
provided health insurance. It also extends to twenty-four months the period of time
employer health insurance is the primary payer for end stage renal dxsease (ESRD)
beneficiaries. ‘

Home Health Payment Reform. The proposal reforms the payment methodology used to
pay home health services by the beginning of fiscal year 1999. While a prospecnve
payment system is developed, current payments are frozen and an interim payment system
implemented. ' '
Fraud & Abuse Changes. The proposal includes a number of provisions designed to
improve the ability to combat Medicare fraud and abuse by providers and beneficiaries

Medicare Part B Premium Reform. The plan retains the pre-1996 financing structure for
the Part B program by requiring most participants to pay for 31.5% of the program’s costs.
Premiums for lower income seniors are lowered 1o 25% of the program’s costs. In
addition, the proposal eliminates the taxpayer subsidy of Medlcare Part B premiums for
_high income individuals. :
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MEDICAID (est, savings $62b.)

The proposal incorporates many of the principles of the NGA proposal regarding enhanced
state flexibility, while also maintaining important safeguards for the federal treasury and
retaining the guarantee 'of coverage for beneficiaries.

Payments to States. States are guaranteed a base amount of funds that may be accessed
regardless of the number of individuals enrolled in the State plan. Each state would have
the ability to designate a base year amount from among their actual Medicaid spending for
FY 1993, 1994, or 1995, Approximately one-third of disproportionate share hospital
payments would be included in the base year amount, one-third would be used for deficit
reduction, and one-third would be used for a federal disproportionate share hospital
payment program.

In addition, states will receive growth rates which reflect both an inflation factor and
estimated caseload increases. If the estimate for caseload in any given year was too low,
stites would receive additional payments per beneficiary from an umbrella fund” to make
up the difference. Conversely, if the caseload was overestimated, the estimate for the
following year would be adjusted downward. Regardless of caseload, a state’s allocation
never fall below the base year allocation for that state. The plan retains the current law
match rates and restrictions on provider taxes and voluntary contriburions.

Eligibility. The proposal maintains current law mandatory and optional populations with
the following modifications: states would cover those individuals eligible for SSI under a
more strict definition of disabled (tightened by the welfare reform changes included in this
proposal) as well as SSI-related groups; states would have the option of covering current-
law AFDC beneficiaries or those eligible under a revised AFDC program (includes one-year
‘transitional coverage); and, states are permu:ted to use savings in their base year amount to
expand health care coverage to individuals with incomes below 100% of the federal poverry
level wn:hout obtaining a federal waiver.

Benefits. The plan maintains current law mandatory and opmonal benefits except that
Federally Qualified Health Center (FQHC) services would be optional rather than
mandatory. The proposal also gives the Secretary of HHS the authority to redefine early
periodic screening and diagnosis treatment (EPSDT) services. -

Provider payments. The proposal repeals the so-called Boren amendment as well as the. |
reasonable-cost reimbursement requirements for FQHCs and rural health clinics, thus
allowing states full flexibility in setting provider rates.

- Quality. States would be allowed to set provider standards. States would no longer be -
required to obtain a waiver to enroll patients in managed care plans, provided the plans
met the state’s standards developed for pnvate plans.
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Nursing Home Standards. The proposal maintains current nursing home standards with
existing enforcement. Streamlines certain requirements.

Enforcement. Individuals and providers are required to go through a state-run
administrative hearing process prior to filing suit in federal court.

Ser_Asides. The‘plan establishes a federal fund for certain states that have high percentages
of undocumented aliens, as well as a fund for FQHCs and rural health clinics.

Program Structure. The reforms are made to the existing Medicaid statute.

10
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WELFARE (est. savings $45b. - 53b.)

Block Grant. The proposal transforms existing welfare programs into a block grant to
states to increase program flexibility and encourage state and local innovation in assisting
low-income families in becoming self-sufficient. This structure provides incentives to states
to continue their partnership with the federal government by encouraging states to
maintain 80 percent of their current spending on major welfare programs. While the plan
provides maximum flexibility, it requires states to operate their programs In a way that
treats rec1pxents in a fair and equztable manner. :

Contmgengx Fund. To protect states facmg difficult economic times, the plan calls for the
creation of a $2 billion federal contingency fund.

Child Care. The plan provides $14.8 billion in mandatory federal funds for child care and
ensures that those child care facilities meet minimum health and safety standards so that
children are well-cared for while their parents go to- work.

Maintenance of Efforc To encourage states not to substxtute these new federal funds for
current state spending, a 100 percent maintenance of effort and a state match are required
in order to access additional fedcral money for child care and contingency funds.

Work Requirement_and Time I_irm't. The plan requires stares to meet tough new work
requirements — 50 percent by 2002 - and limits a beneficiary’s cash assistance to five years,
so that AFDC becomes a ternporary helping hand to those in need, rather than a
permanent way of life.

Retention of Certain Safery Nets. The proposal retains important protections for welfare’s
most vulnerable beneficiaries, the children. It allows states to waive penalties for single
parents with children under school age who cannot work because they do not have child
care, gives states the optlon to require those parents to work only 20 hours a week, and
requires states with a time hrmt shorter than five years 10 provlde assistance to children in
the form of vouchers.

Qut-of-Wedlock Births. The plan encourages a reduction in out-of-wedlock births by
allowing states to deny benefits 10 additional children born to a family already on welfare
and rewarding states that reduce the number of out-of-wedlock births.

Curbing SSI Abuse. The proposal repeals the Individualized Functional Assessment (IFA)
used to determine a child’s eligibility for Supplemental Security Income (SSI) and replaces it
with a tightened definition of childhood disability. It maintains cash assistance for those
children who remain eligible for SSI under this new criteria. It also eliminates SSI
eligibility for addicts and alcoholics.

"
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Foster (‘ are and Adoguon éssxstagce The federal entitlement for foster care and adoption

-assistance (and their respective pre- placement and administrative costs).is maintained under
the proposal. Stares are required to continue to meet federal sta.ndards in thezr child
welfare and foster care programs T

Eood Stamp and thld Nutrition Programs The proposql srreamhnes the: food stamp and

child nutrition programs, while retaining this critical safety net as a federal entitlement.
The work requlrement for single, childless rec1p1ents in the food stamp program 1s
toughened. -

- Promoting Self-Sufficiency for Immigrants. The plan establishes 2 five-year ban on most
federal “needs based" benefits for future immigrants, with exceptions for certain categories
of individuals (such as veterans, refugees and asylees) and certain programs (such as child
nutrition, foster care and emergency health care under Medlcald) The plan also places a
ban on SSI for all legal immigrants, but exempts currént recipients who-are at least 75 years
of age or disabled; veterans and their dependents; battered individuals; those who have
worked 40 quarters; and for a five-year period refugees, deportees and asylees.  Finally,
future deeming requzrements are-expanded to last 40 quan:ers but do not continue past
naturahzauon :

Retargets Eamed Income Credit. The Earned Income Credit is retargeted to the truly needy

by reducing eligibility for those with other econiomic resources.. The plan also strengthens
the administration of the Earned Income Credit by implementing procedures to curb fraud.

12
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. TAXES ($130b.tax cut; $25b.loophole closers)

Child Credit. The proposal provides a $250 per child tax credit for every child under the
age of 17. The credit is increased to as much as $500 if that amount is contributed to an
Individual Retlremem: Account in the child’s name.

Education Incentives. The plani provides two separate education 1ncentives. The first is an
above-the-line deduction of up to $2,500 for interest expenses paid on education loans.

The second incentive is an above-the-line deduction for qualified education expenses paid
for the education or training for the taxpayer, the taxpayer’s spouse, or the taxpayer’s.
dependents. Both deductions will be phased out for taxpayers with incomes above a
certain threshold. The phaseout thresholds and the dollar amounts for the deductions are
subject to revenue considerations.

. Capital Gains: Individuals. The proposal allows individuals to deduct 50 percent of their
net capital gain in computing taxable income. It restores the rule in effect prior to the Tax
Reform Act of 1986 that required two dollars of the long-term capital loss of an individual
to offser one dollar of ordinary income. The $3,000 limitation on the deduction of capital
losses against ordinary income would continue to apply. Under the plan, a loss on the sale
of a principal residence is deductible as a capital loss. These changes apply to sales and
exchanges after December 31, 1995. : -

Capital Gains: Corporations. The plan caps the maximum tax rate on corporate capital
gains at 31 percent. This change applies to sales and exchanges after December 31, 1995.

Capital_Gains: Small Business Stock. The maximum rate of tax on gain from the sale of
small business stock by a taxpayer other than a corporation is 14 percent under the
proposal. The plan also repeals the minimum tax preference for gain from the sale of small
business stock. Corporate investments in qualified small business stock would be taxed at a
maximum rate of 21 percent. The plan increases the size of an eligible corporation from
gross assets of $50 million to gross assets of $100 million, and repeals the limiration on the
amount of gain an individual can exclude with respect to the stock of any corporation.

The proposal modifies the working capital expenditure rule from two years to five years.
Finally, an individual may roll over the gain from the sale or exchange of small business
stock if the proceeds of the sale are used to purchase other qualifying small business stock
within 60 days. The increase in the size of corporations whose stock is eligible for the
exclusion applies to stock issued after the date of the enactment of thls proposal. All other
changcs apply to stock issued after August 10, 1993.

Alternative Minimum Tax Relief. The plan conforms the Alternative Minimum Tax
depremanon lives to the depreciation lives used for regular tax purposes for property placed
in service after 1996. .

13



AFR 24 ’96 D6:SSPM SENATOR EREALX
. . | P.15/17

CONSUMER PRICE INDEX (est. s'avine’r*s s1106.)

The plan includes an adjustment to the Consumer Przce Index to correct bxases in its
- computation that lead to it being overstated. The proposal reduces the CPI for purposes of
‘computing cost of living adjustments and mdexmg the tax code by one-half of a percentagé
point in 1997 and 1998. The adjuscment is reduced to three-tenths of a percentage point in
1999 and all years thereafter

DISCRETIONARY SPENDI'NG (est savmgs 5268b )

The plan holds discretionary. spendmg to an amount t thar is shghtly below the f1scal
year 1995 level for each of the next seven years. This is $81 billion less than the cuts
proposed as part of the Balmced Budget Act a.nd 329 billion less than the cuts proposcd by
the Administration.

OTHER MANDATORY SPENDING (est. savings §52 b.)’

Hous'ing The proposal reforms the Federal Housing Administration’s home mortgage
insurance program to help homeowners avoid foreclosure and decrease losses to the federal
government.. It also limits rent‘d adjustments paid to owners of Secuon 8 housmg projects,

Communication and Sgeccmm The plan directs the Federal Communzcanons Corporation

to auction 120 megahertz of spectrum over a 7- “year period.

Energy & Eatural Resources.’ The proposal call for the privatization ¢ of the US

Enrichment Corporation and the nation’s helium reserves. It extends the requirement that
the Nuclear Regulatory Commission collect 100% of its annual budget through nuclear
plant fees. The proposal allows for the sale of the strategic petroleum reserve oil (SPRO) at
the faulty Weeks Island location and leases the excess SPRO capacity. Under the plan the =
Alaska Power Market Administration, various Department of Energy assets, Department of

~ Interior (DOI) aircraft {(except those for combating forest fires), Governor’s Island, New
York, and the air rights over train tracks at Union Station would be sold. The plan raises
the annual Hetch Hetchy rental payment paid by Clty of San Francisco and authonzes
central Utah prepayment of debt.

Civil Serwce & Related. The plan increases retirement contributions from both agencies
and employees through the year 2002, delays civilian and milnary retiréee COLAs from
January 1 to April 1 through the year 2002, and reforms the judicial and congressional
retirement. Finally, the plan denies eligibility for unemployment insurance to service
membera who voluntarily leave the military. :

15
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Transportation. The proposal extends expiring FEMA emergency planning and
preparedness fees for nuclear power plants, vessel tonnage fees for vessels entering the U.S.
from a foreign port, and Rail Safety User Fees that cover part of the cost to the federal
government of certain safety inspections. -

Veterans, The plan extends seven expiring provisions of current law and repeals the
Gardener" decision thereby restoring the Veterans Administration’s policy of limiting
liability to those cases in which an adverse outcome was the result of an accident or VA

- negligence. Pharmacy co-payments are increased from $2 to $4, but not for the treatment

of a service-connected disabilities or for veterans with-incomes below $13,190. Also, the
increase applies only to the first 5 prescriptions that a veteran:purchases per month. The
proposal authorizes a veteran’s health insurance plan to be billed when a VA facility treats
a service-connected disability.

Student Loans. The proposal caps the direct lending program at 40 percent of total loan
volume. It imposes a range of lender and guarantor savings. The proposal does not
include fees on institutions, the elimination of the grace period, or any other provisions
negatively 1 1mp'1ctlng parents or students.

Debt Collecuon, The plan authorizes the Internal Revenue Service to levy federal
payments (i.e. RR retirement, workman’s compensation, federal retirement, Social Security
and federal wages) to collect delinquent raxes. :

Park Service Receipts & Sale of DoD Stockpile. The proposal raises fees at National Parks.

It directs the Defense Departmént to sell materials in its stockpile that are in excess of -
defense needs (i.e. aluminum and cobalt) - but not controversial materials such as titanium.

‘Long-Term Federal Retirement Program Reforms. The plan increases the normal civil

service retirement eligibility to age 60 with 30 years of service, age 62 with 25 years of
service, and age 65 with 5 years of service. Military retirement eligibility for active duty
personnel is increased to age 50 with 20 years of service, with a discounted benefit payable
to a person retiring before age 50. No changes are proposed for the retirement eligibility
of reserve servicepersons. These changes would not apply to current or previously
employed federal workers or anyone who Is now serving or who has previously served in
the military. Although these changes will not produce budget savings in the coming seven
years, they do provide significant savings over the long-term.

16
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Individua] Retirement Accounts. The proposal expands the number of families eligible for
current deductible IRAs by increasing the income thresholds. In addition, the annual
contribution for a married couple is increased to the lesser of $4,000 or the combined
compensation of both spouses. Penalty-free withdrawals are allowed for firsc-time
homebuyers, catastrophic medical expenses, higher education costs and prolonged
unemployment. The plan creates a new type of IRA which can receive after-tax
contributions of up to $2,000. Distributions from this new IRA would be tax-free if made
from contributions held in the account for at least five years.

Estate Tax Relief. The plan provides estate tax relief for family-owned businesses by
excluding the first one million dollars in value of a family-owned business from the estate
tax and lowering the rate on the next one and one-half million dollars of value by 50
percent. To preserve open space, the plan excludes 40 percent of the value of land subject
to.a qualified conservation easement. '

Other Provisions. The proposal contains a revenue neutral packa‘"gé'ext.ehding the expired
tax provisions. The plan also calls for increasing the self-employed hedth insurance
deduction to 50%. '

Léophole Closings and Other Reforms.

The plan includes a package of loophole closers and other tax changes designed to
reduce the deficit by $25 billion over seven years. Changes include, for example, phasing
out the interest deduction for corporate-owned life insurance, eliminating the interest
exclusion for certain nonfinancial businesses, and reforming the tax treatment of foreign
trusts. In addition, the Oil Spill L1ab1hty tax and the federal unemployment Surtax are
extended as part of the plan.

14



I P.2
APR 15 96 @7:@5PM IH(;RF’

MediGrant 11

1. © Base: Set in legislation (sort of Aétates’ choice of 1993, 1994, 1995, but not
: exactly) ‘ ' ‘ '
2. “Needs-Based Amount”
Product of:
a. Number of poor people in a state and
b. State-adjusted national MediGrant spending per poor person
Adjusted for: ;
State’s casemix index (ranges from 0.9 to 1.15)
Medicare hospital wage index times 0.85 plus 0.15
3. Floors and Ceilings
The Needs-Based Amount is compared to the Base to yield a growth rate.
That growth rate cannot be :

Greater than ceilings
125% of the national rate for most states

150% of the national rate for 10 states with the lowest
federal funding per poor person (e.g., FL, CA)

~ Less than the floors
3% for most states

90% of the national rate for states w1th certain rates

Almost all states are at their floors and ceilings for the 1996 to 2002
- period. No state gets a nceds- based amount for full period.

4. Scalar: To ensure that the Federal budget target is hit, all states are multiplied by a
scalar or ratio. This occurs within the floor and ceiling growth rates.
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MediGraht I Sta"te Growth Rates

Special Growth Rate Ceiling: 9.3% in 2002 (150% of national rate)

California
Florida
Idaho
Mississippi

Nevada
New Mexico
Oklahoma

General Growth Rate Ceiling: 7.7% in 2002 (125% of national rate)

Alabama
Alaska
Arizona .
Arkansas
Colorado
Delaware
Georgia

Kentucky

Louisiana -
South Carolina
Texas *

Utah

Virginia *
Wyoming

i

Special Growth Rate Floor: 5.6% in 2002 (90% of national rate)

Illinois *
Indiana

Towa

‘Kansas - .
Maryland
Michigan
Missouri
Montana
North Carolina

North Dakota
Ohio

Oregon
Pennsylvania
South Dakota
Tennessee
West Virginia
Wisconsin

General Growth Rate Floor: 3.0% in 2002

Connecticut
District of Columbia
Hawaii '
Maine 2
Massachusetts
‘Minnesota

Source: US General Accounting Office.

.

Nebraska

New Hampshire
New Jersey
New York
Rhode Island .
Washington

States which are eligible for the special ceiling but do not receive it, probably because of the scalar.
Vermont begins with the general floor growth rate but gets a higher rate due to the “small state minimum”.
New Hampshire and Louisiana get no growth between 1997 and 2000,
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/  Comparison of 1936 State Allotments with 1957 Needs Based Amount and Aflotmerts Need Lrom PBene =
/i Confarence Agreemanm : ON Y NP 1% I~ THC
: 1897 Aggmgate Expenditire Need Coasy oo i ’
. fedaral share)’ G
WITHOUT Ficors, Calfings ACTUAL (z) +HE F v TmeEC
: 1996 orScalars 1897 CocumN 3
. Allotment . 1961997 Allstment  Aliowad Grawth Rate / < U
. : (milllons) (millions) % Change {miliions) 1897 1958° QrATES
Tots! 86.248 107.715 11.8% " 103,084 MevED
Alabama 1,518 .. 28» CTE% 1654 9.0% $3%  Caom ,
Alsska 205 T 208 1.0% & eou: “0% o W
Amzona : . 13n Y 1.7% 1,486 5.0% 42%* ‘(’ Led
Arkanges 1,011 1,41 . 455% 1,102 © 8.0% 7.0% . va 3 )
Calitomia 8,847 18,093 58.9% 0.752 so% - g3 Cavil T st
Colorado 714 1.005 327% 826 9.0% 5.3% NN
Connecticit - 1683 ot Sa8% 1,514 3.5% s (o0 T
Delaware 212 159 25.2% - 2 3.5% 3.0% JE
District of Columbig 501 313 3T5% 519 35% . 3.0% 0
Flodda M6 5815 81.1% 4,650 8.0% 5.3%. " .
— . Geomgia \ . 2426 3,531 a5.5% 2645 8.0% 7.0% KT Lk
Howal EPE) g +192% 352 9.0% 7.0% Sc.k
daho 278 a0 - 58.2% . 303 eom £3% . / SE
- Unsis 3.487 4,198 21.1% R 9.0% 5.3% " AWE
Iniara 1,852 1.940 0.6% 2128 9.0%* 4.0% . g 1€ L ~
lowa fas © es2 20% §10 9.0% * aox N 0O —
Kansas e 704 1.4% el 8.0% ° a% . N{\,ﬁ G
Kertucky 1,576 272 o ans% 1720 9.0% 7.0% 24 4
Louisiana . 2em 3.386 2.1% 262 5.0% ”.0% N AT
Mgine 894 ©oaee a288% 718 3.5% ac% 4
Maryland 1.370 1,5@ 2.8% 1.453 8.0% 4.0% " 5" ARE
Massochusetts 2870 2,008 $0.2%. 297 3.5% 30% ¢ '
Michigan 3,485 3,845 11.0% 3777 5.0% so% ke ™
Minnesota S Tee 1,355 20.6% 1,867 3.6% 2.0% A
@ Missigsiopi 1.262 2106 £5.9% 1375 8.0% 5.3% < ot At
Missour V 1,848 207 12.1% - 2,018 9.0% o oo
Mortana 312 _ I/ 273% 0 8.0%  7.0% W\
Nabrosks : 454 4«2 4. 7% 498 8.9% * 0% N Y
Newds ) 258 4g7 82.8% o8 0% £3% -0
New Hampshire 360 . 250 20.5% %0 a5% 3.0%
New Jersey 2885 248 14.2% 2.956 3.5% 3.0%
New Mexico 835 1,134 28.7% 892 8.0% 5.3%
New York 12.902 8877 238% 13,38 '3.5% 1.0%
Nonh Camlina 2,588 3.003 18.0% 2821 5.0% 7.0%
North Dakota , 244 .o asr 66%— 263 0.0% 4,0%
Ohio . ‘ 403, 3,885 A% 43% 8.0% "  4.0%
Okiahama 11 1,631 ' §7.0% 883 9.0% = 53% - -
Oregon © 1,088 1,082 43% 1,189 74% ¢ 4.0% o -
Panngyhania 4,484 4,362 2.3% 4,855 8.0% * 4.0%
Rhode Isiand 646 - 38 33.5% 685" 2.5% 3.0%
South Carling . 1.621 2,208 41.6% 1,767 8.0% 7.0%
South Dakata 263 296 12.5% 28 7 8.0% 4.0% *
Tennessen 2,520 2,89 14,7% . 2147 8.0% 8.2%°
* Taxas ‘ 8352 . ! p.4s8 2E% - 6.524 5.0% . 1.0%
Utah™ 484 07 25.3% S8 9.0% 1.0%
vemont 248 17 -29.2% 257 3.5% 3.0%
Virginia . e 1.862 69.5% 1,248 5.0% 5.3%
Washimgton 1,783 1,420 -19.5% 1,828 8% - 3.0%
Waest Virginia C 1487 1,081 £.7% 1223 57" 3.0%
Wisconsin . 718 1,643 3.5% 1,842 7.8% * 4.0%
Wyoming 1B 12 +15.4% o138 3.5% 3.0%

! Mig iz the amount Hhat each shnte would roceive if he alickmants were based siictly on the poverty popuiation, everage spending per
poar person, Ranlth care COST, asemix, and Ma current FMAP. The fleer and coiling grow® rates, in addition 1o the scalsr, are vsed
 bring the wtal 1997 allotment down Io the legisiated lavel o $103.0 billian dollars. :
2The Boor grew for 1998 8 3.0%. This drope b 2.0% for 1993 and termafier, -
*Stms maram affocted by applicaton of the sealor, )

l " Source: Uan Institite Madicald Expendilure Growth Mode!, December 1985,




CENTER ON BUDGET
1 AND POLICY PRIORITIES

May 23, 1996

THE MEDICAID RESTRUCTURING ACT OF 1996:
WHEN IS A GUARANTEE NOT A GUARANTEE?

by Cindy Mann

The first goal stated in the Governor’s Medicaid resolution of February 6, 1996 is-
that “the basic health care needs of the nation’s most vulnerable populations must be
guaranteed.” The new Republican proposal, touted as following the governors’
resolution, restates that g0a1 in its first sectlon

But the new Republican proposal fails to live up to this central principle. While
the bill does direct states to provide some coverage to younger children, pregnant
women, and some disabled and elderly people, as called for in the governors’
resolution, various other provisions in the bill negate any semblance of a real guarantee
of coverage even for these groups. If this bill were to become law, there would be no
federally-defined group of people who would be guaranteed affordable health care coverage.

By repealing the federal Medicaid law and using an earlier version of the
Republican Medicaid proposal as the basis for this bill, it eliminates many provisions in
current law that were not specifically addressed by the governors’ resolution. In
addition, the bill adds provisions not agreed to by the governors that bear directly on
the governors’ principle of guaranteeing coverage. Some of these omissions and
additions are major, while others are less significant, but in combination they make the
so-called guarantees in the bill largely cosmetic. The result is something far different
from the balance between federal guarantees and state flexibility the governors stated
they were seekmg to achieve through their resolution. This paper identifies some of the
provwlons in the new bill that undermine the guarantee to coverage envisioned by the
governors’ resolution. Specifically;

e Thebill undermineés the coverage guarantee for low-income children and
pregnant women because states could set all income and asset rules.

. The bill allows states to impose additional eligibﬂity rules, such as
residency requirements, that could deny or delay coverage even to
protected groups of beneflclanes

777 North Capitol Street, NE, Suite 705, Washington, DC 20002 Tel: 202-408-1080 Fax: 202-408-1056
Robert Qreenstein, Executive Director



Lo The b111 further undermmes the guarantee of coverage by allowmg
relatlvely large health care costs t6 be 1mposed on people with low incomes.

s * . Thebill allows states to restnct beneflts sharply even to those people who
© are guaranteed coverage ‘ :

s No one would have a legally enforceable r1ght to coverage
- . One questlon often asked is whether states can be expected to use thelr new
flexibility to restrict coverage and benefits to the extent the bill would permit. While no
one really knows the answer to that question, 1t is unportant to cons1der the questxon in

light of the blll’s fmancmg prowsmns

The bill offers states new opportumnes and mcentlves to w1thdraw large

‘amounts of state Medicaid funding. The state cuts could be as large as $178 billion over

six years, making the total — state and federal cuts — 3.5 times as large as the proposed
$72 billion in federal Medicaid cuts. The level of total cuts, moreover, could be even -

- deeper than that because the bill would restore currently outlawed financing gunrmcks
. - such as special provider taxes and intergovernmental transfers, that many states used "

~in the past to leverage federal funds without putting up any real state funds

" The ab111ty of states to w1thdraw large amounts of state dollars and use lllusory

~ financing schernes, combined with the lack of any real guarantee of coverage make it
. that likely that if the bill is enacted,; the first principle of the governors’ resolution —

that the nation’s most vulnerable populatlons be protected — will be little more than a
hollow prormse

W’Guarantees for Low-mcome Chlldren and Pregnant Women Are Undermmed
‘ Because States Would Set All Income and Asset Rules

“The governors agreed that federal law should assure that young chlldren and -

'pregnant women with incomes below specified levels would be'covered by Med1ca1d
~in all states.! However, because the bill eliminates all federal rules relating to how

income and assets would be measured and grants states unfettered discretion to set

‘their 6wn rules in these areas, the federally prescrlbed income ehglblhty levels become
- v1rtually meamngless P P : :

b,

! Under the gbvemors resolution pregnant Wmnen and children up to age six are to be covered if their

income i$ below 133 percent of the poverty level. Children ages | six through 12 are to be covered if their
.income is below 100 percent of the poverty level. : :

B
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States would decide what income would be counted. States could
consider gross rather than net income in determining eligibility for .
Medicaid. They could choose to disallow any of the current deductions
(such as those for work-related expenses, including child care) intended

to assure that only income available to pay for medical care is considered "

‘when Medicaid eligibility is determined. In addition, states could count
- non-cash benefits when calculating financial eligibility.

* Receipt of housing assistance, traneportation vouchers or child care
subsidies might disqualify children or pregnant women from Medicaid
even if their cash z'ncome were well below the poverty level.

States would set assets levels and decide what assets would be counted.
. Asset rules would be left ennrely to the states.

A child whose parent loses her job and her only source ‘of income could be
denied Medicaid z'f the family owns z'ts own home.

A car needed for work could make a pregnant woman ineligible for
coverage, regardless of the level of her income or whether her car had any
szgmﬁcant value. :

States would decide whose income and assets would be counted. In
determining eligibility for Medicaid, a state could decide to count the

- income of anyone — or everyone —residing together, regardless of

“ whether those persons actually support or have any legal obhgatlon to
support the Medicaid appllcant

An infant whose famzly income is below the poverty level could be denied
- Medicaid if his or. her grandmother moved in to help the family wztk child
care. , : _

Chzldren could be demed coverage based on the income of unrelated
. boarders.

Moreover, states could count income of nonsupportmg family members
~ who do not reside with the Medlcald appllcant

A poor child could be denied Medzcazd based on the income of an absent
father, even if the father dzd not contrzbu te anythmg towards the child’s
support. : ,
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. :States Could Establtsh Addltlonal Ellglblllty and Enrollment Rules I'hat Deny or .
- Delay Coverage Even to Protected Beneflclarles el e she

tah i, .. l\‘

Even though the | governors agreed that certam groups of people must be

N ‘covered; the bill allows states to:establish. eligibility standards and enrollment

procedures that could deny or delay care to these protected categortes of people .

el _' States could 1mpose any hmlts on ellglblllty, 1nclud1ng those relatmg
' . to-age, income and resources, res1dency, dlsablhty status, 1mm1gratron
status, and employment status. S TIPH OIS . e

S A chromcally zll chtld wztk 10+ health care coverage could be demed
. Medicaid based on a'state rulelimiting coverage to people who have lived

in the state for a speczﬁed perzod of time, suich as one or. two years F

; A state could Izmzt Medzcatd coverage to: chzldren whose parents are
- employed a certain nuniber: of hours per month, as Penrzsylvama has ]ust
' done wztk respect to'its general asszstance medzcal program -
e '\States could establlsh thelr own enrollment system. All federal rules
. " governinig enrollment such ds those requiring simplified apphcatlons for

. childrenand pregnant ‘womern and: .establishing limits on how long states ’

“¢ ‘may take to determine if an apphcant is eligible; would be' repealed
~ 7 . States could delay apphcatmn determinations, convert to a quarterly.
. enrollment system of take other actions that would slow the rate of new’
e enrol]ments lower costs, and deny or delay access to care A

R

O - A state could limit Medzcazd enrollments by alfo'wmg workers 60 or 90
L o daysto. decide elzgzbzlzty or by qualffymg people only at the begmmng of

Lo S each calendar-quarter.: Under a. quarterly enrollment system, access to +

' medical services for.a person who applies in late ]anuary would be- delayed
| 'uatzl Aprll the begmmng of tke next full calendar»quarter

-

The lncome Protectlons Agreed to by the Governors Are Undermmed Because
Unaffordable Health Care Costs Could Be lmposed on People wrth Very Low‘
lncomes 3

Under current 1aw, pregnant Women and chlldren cannot be charged

o copayments, and other Medicaid beneficiaries are protected from having to pay more

* than “nominal” copayments -In‘addition, Med1ca1d patients cannot be billed by .
prov1ders, and serv1ces cannot be demed to patlents who canriot afford the copayment

" .

R SN
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However, under the bill, these “affordability” protections are substantially modified or
repealed, undermining the governors’ principle that coverage should be assumed for
certain low-income groups. '

Virtually all federal rules preventing states from imposing

-unaffordable cost-sharing requirements are eliminated. Only limited

protectlons for pregnant women and children would remain.

Poor children and pregnant women could be required to pay a 10 percent
copayment for hospital care.

Elderly or disabled people could face large deductibles fof diagnostic
laboratory tests or medications before Medicaid coverage would begin.

The blll also would eliminate the current law prohibiting providers from
denymg services if the required copayment cannot be paid at the time of
service. In addition, the bill would permit states to condition cost-sharing
on parhmpatlon in state-mandated programs that “promote personal
responsibility.” Higher copayments could be imposed on people who do
not participate in such programs.

A new mother with little or no income could be required to pay a 20
percent copayment for health care services if she refused to attend
abstinence counseling, and she could be denied those health care services if
she did not have the means to pay.

Providers could bill Medicaid patients. Under current law, providers
must accept Medicaid payment in full and cannot charge patients for any
part of the cost of the services. The bill drops this protection against
“balance billing.” As a result, providers could bill patients — even
beneficiaries who are guaranteed coverage — for the difference between
customary charges and the Medicaid payment.

If the normal hospital charge for an outpatient surgical procedure is
$1,000 but the Medicaid payment to the hospital is $800, the hospital
could bill the Medicaid patient for $200.

In many states, the gap between Medicaid rates and customary charges is

“already large. The elimination of federal provider rate standards and the

reductions in federal and state Medicaid funding will likely result in even
lower provider rates. Without the protection against balance billing, low-



mcome beneﬁaarles may be 11ab1e for a growmg share of the cost of
‘services. o ~ ) :
. Federal rules regarding pnvate insurance buy-ms would be ehmmated.,-
B Under current law, persons with access to private insurance must enroll
.« in‘the plan if the state determines enrollment to be cost-effective.
. 'Medicaid, however, must pay premiums, deductibles, and other cost-
- sharmg reéquirements imposed by the private plan. Thus, under ¢urrent -
- law, if a low-income parent enrolled in her employer’s health planand - -
" the plan called for a $250 deductible, Medicaid would pay the deductible
and the private plan would cover other costs. The bill drops these cost-
sharing protections. It permits states to deny benefits to individuals
where benefits are available under a private plan, without regard to how
much the md1v1dua1 must pay for the pnvate plan
If a low-wage worker was oﬁ‘ered prwete heal th msumnce that requ:red a
-+ $250 deductible, the employee could be denied Medicaid even if she could
e NOE access care under the ptan because she could not aﬁford the deductzble ~

TS o L ‘, N B

CoVetaQe Guarantees Agreed to by the véovetnérfsﬂA're Further Ereded by’ ’
. Provisions That Would Allow States to. Restnct Beneflts Sharply Even for S
- _,.Guaranteed Beneﬂcnarles C e . o

While the governors agreed to let states determine the amount, scope and
duration of the benefits provided to ehglble persons, the bill adds several provisions
" that could lead to sharp restrictions in benefits even for beneficiaries who are supposed
“tobe guaranteed coverage. States would be under no requlrement to have ob]ectwe
standards for determmmg beneflt packages E
PO States could deny or lmut beneflts for people who need. costly medlcal
~* care. Federal rules that require that benefit packages be comparable -

- across groups of Medicaid recipients, as well as rules that prohibit states

g from discriminating among beneficiaries based on diagnosis, illness or -

condition, would be substantlally modified or eliminated. A state could

not deny coverage based on a “pre-existing” condition. However, it.could
“deny or limit coverage for various types of medical treatments for people
_ suffering from certain majo'rt iltn"esses. :

A state could lzmzt Medzcazd coverage for chemotherapy for cancer
patzen ts, or it could refuse to cover hzgh cost medzcatzons for patients, wzth
HIV : o U
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The bill undercuts the “set aside” for disabled people. The governors
agreed to let states determine who was eligible as a “disabled” person but

. to require states to spend a certain portion of their Medicaid funds on

disabled people. While the requirement that states spend a certain
portion of their Medicaid funds on the disabled is in the bill, it adds a
provision not agreed to by the governors. The new provision allows

- states to use federal Medicaid payments to fund state mental health

facilities; under current law, states cannot use Medicaid payments for
facilities that treat persons ages 21 - 64. If a state funded its state
psychiatric facilities through Medicaid, the cost could consume much, if
not most, of the state’s expenditure requirement for the disabled. States
thus could use federal Medicaid funds to replace some of the state funds
now used for those facilities while restricting coverage or cutting
Medicaid services sharply for the non—mstltuhonahzed dlsabled
individuals.

States could allow counties or cities to determine benefits and to deny

- payment for needed services that are not available locally. States could

turn their Medicaid program into local block grants, as Governor Pataki
has already proposed to do. Benefits could be set by counties or other
local jurisdictions since rules requiring a statewide benefit package are -
eliminated. .

A county could deny coverage to persons who recently moved into the
county and it could deny county residents payment for services
unavailable in that county and obtained outside the county.

Again, it appears that these restrictions could apply to all groups of

beneficiaries including those guaranteed coverage.

States could avoid their responsibility to Qualified Medicare
Beneficiaries. Under current law, Medicaid pays the Medicare premiums
and copayments that low-income Medicare beneficiaries incur. The ‘
governors! resolution would continue this protection. However, under
the new bill, states could deny or limit payment for these costs if the rates
the state pays to medical providers under Medicaid were lower than the
rates Medicare pays for the same services. Poor elderly and disabled

Medicare beneficiaries would remain liable for these uncovered costs.



There Would Be No Legally Enforceable Assurance of Coverage

e
*
. i

Conclusion -

~ standards. -

Federal rules governmg admlnlstratlve hearmgs would be ellmmated

- Federal law assures that applicants and beneficiaries have-access to -
‘ -'unpartlal administrative hearings, mcludmg unparhal decision makers, a
. fair process and timely. decisions. Under the bill, states would develop

their own systems which’ may dlffer sharply from current federal

A pregnant worman contestmg wkether she was entztled to coverage for a’
laboratory test might be limited to a grievance procedure administered by
the managed care plan, even though the plan would have a financial
mterest in the outcome of the grievance.

t 5 o, . .z,‘f*

No perso'n could enforce thelr claim for coverage in federal court.

Access to federal court would be. denied to all persons. Moreover, access

to state court would be limited to disputes over whether a particular
- benefit was covered under:a state plan.. It appears that individuals would

not be able to sue in state or federal court if they were determmed

s mellglble for any coverage under the plan..

A dzsabled woman who believes. she falls wzthm the state s deﬁmtzon of
”d:sabled " would kave no abzlzty to go to court zf she was demed coverage.

o These are just some. of the ways in whlch the new proposal fails. to live up to the
;‘stated prmc1p1e that vulnerable populatlons w111 be guaranteed health care coverage

ol
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Letter also sent to Chairman Aré:her
and Chairman Bliley

May 10, 1996

The Honorable William Roth Jr
Chairman .

. Commirtee on Finance :
219 Dirksen Senate Office Building
Washington, DC 20510

* Dear Chairman Roth:

The undersigned organizations representing hospitals and health systems have reviewed the
Fiscal Year 1997 (FY 97) House and Senate Budget Committee proposal, particularly with
- respect to the Medicare and Medicaid programs. .

While it appears that the overall Medicare budget reductions of $167 billion are roughly the

same as those in the last Republican offer in January, the Budget Committees have

significantly changed the allocation of reductions within the program. While it is difficult to

assess the overall impact of the budget resolution in the absence of greater detail, now larger s
Medicare Part A reductions mean hospitals-are likely to cxpcncnce actual reducnons m

payment rates under the committees' proposal. :

The budget resolution now includes lower budget reductions in Part B of Medicare, while the

reductions in Part A have increased by approximately $25 billion since the January offer.

While the FY 97 budget resolution offers a milder overall approach to deficit reduction

cornpared to ast year's resolution, its impact on hospitals appears worse. To achieve

reductions-of this magnitude, Congress may need to adopt policies resulting in payment rates
per beneficiary that would be frozen or actually reduced.

We also have serious concerns about the Budget. Committees' Medicaid reductions,” We would
Tlike to take this opportunity to reiterate our support for maintaining the entitlement nature of
the Medicaid program to ensure that those who have coverage today will continue to have
coverage tomorrow, Furthermore, we support maintaining current law provider assessment
restrictions and Boren amendment payment safeguards. While the overall reductions are

" somewhat lower than the January offer, if combined with corresponding state reductions
through lower state matching requirements or new provider assessments, these reductions
could be qun:e sxgmﬁcant for providers. ‘ :

Hospitals and health systems support the need to adopt a reasonable deficit reduction package
and believe that changes in Medicare are needed to keep the Part A trust fund solvent. Many
of us have supported various proposals that achieve a balanced budget with reductions in
Medicare and Medicaid. However, we are gravely concemcd about the level of reductions
proposed by the Budgct Commmees in these programs.
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Chairman Roth
May 10, 1996
Page 2

We strongly urge you to reconsider both the overall level of Medicare and Medicaid

_ reductions included in the budgert resolution and, in your capacity as chairman of the
authorizing committee, adjllst the allocation berween Parts A and B proposed by the Budgct
Comumittees. : .

: . American Assocmuon of Eye and Ear Hospltals
e e - . American Hospital Association . . ’
N ‘ ~ American Osteopathic Healthcare Association
Association of American Medical Colleges :
Catholic Health Association
Federation of American Health Systems
InterHealth
Nauonal Association of Children's Hospxtals o

National Assocxanon of Public Hospitals and Health Systems
Prezmcr .
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FEDERAL CAPS AND STATE MATCHING REQUIREMENTS
UNDER THE NEW REPUBLICAN MEDICAID PROPOSAL

by Richard Kogan

This paper addresses one aspect of the new Republican Medicaid proposal — the
combined effect of capping federal Medicaid payments and reducing state “matching”
requirements. It finds that total Medicaid funding could fall below CBO projections of
Medicaid funding levels under current law by as much as $250 billion over six years,

with at least 70 percent of this potential reduction reﬂectmg cuts in state Medicaid
funding. .

Over 10 years, total Medicaid funding could fall as much as $690 billion below
projected levels, with $425 billion reflecting reductions in state funding.

Current Matching Requfrments

Under current law, Medicaid is funded jointly by the federal and state
governments. The federal government pays each state a fixed percentage of its total
Medicaid costs, and the state pays the rest. The federal percentage is called the Federal
Medical Assistance Percentage, or FMAP.

The FMAPs are based on state per-capita income; the poorer a state, the higher
the federal share of Medicaid costs and the lower the state share. State shares of
Medicaid costs range from 21 percent in the poorest state (Mississippi) to 50 percent in
the twelve states with the highest per-capita income. On average, states pay 43 percent
of Medicaid costs. o

Currently, if Medicaid costs rise in a state for any reason — for example, if more
people enroll in Medicaid or health care providers raise the fees they charge — the
federal government pays its share (at least 50 percent) of the additional costs. Similarly,
if states reduce Medicaid expenditures, the federal government receives at least 50
percent of the resulting savings.

The New Republican Proposal

The new Republican Medlcald bill would change current law in three
fundamental ways.

. The proposal would set a ceiling or “cap” on federal Medicaid payments
for each state. Once federal payments reached the ceiling, the federal

777 North Capitol Street, NE, Suite 705, Washington, DC 20002 Tel; 202-408-1080 Fax: 202-408-1056
Robert Greenstein, Executive Director
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' government would cease prov1dmg funds, and a state would bear i in full

any additional costs| ‘incurred. Since the federal cap would be set below

- what federal Medicaid expenditures would be under current law, the
‘amount of matching funds a state would have to put up to secure its

maximum allotment of federal funding would be less than the amount of

" atching funds the state would be expected to contribute under current

law. As a consequence; states could reduce: anhc1pated state contributions
for Medicaid w1thout such actlon affectmg the amount of federal funds

;.they would receive. i . .

,. ‘I addltlon, the b111 Would reduce state matchmg percentages for 37 states. v
" 'The 25 states that currently pay more ‘than 40 percent of Medicaid costs’

would now have to pay no more than 40 percent of such costs.- Twelve

states that currently pay less'than 40 percent of Medicaid costs also would ;
have their matchmg percentages reduced. ‘

~ Astate that currently has a 50 percent matchmg rate — and thuis must
. provide $1 in state funds for each federal Medicaid dollar it receives — -
“would now have a 40 percent rate and be required to provide just 67 cents
- in state funds for each $1 in federal funds received. To put this-another |
‘way, if a state has a 40 percent matching requlrernent itwould needto - -
. provide only $2 in state funds for every $3 in federal funds it received.
" Under a 50 percént matchmg requirement, the state must putup $31i in
- state funds for each $3 in federal funds recelved ’

- A state whose matchmg percentage is reduced from 50 percent to 40
. percent thus could reduce its state contribution by one-third without such
action havmg any effect on the 1eve1 of federal fundmg 1t secures.

S Fmally, the b111 would make legal the sham fmancmg schemes that some -
states used in past years to secure federal Medicaid funds without actually

“providing state matching funds. These schemes were outlawed by federal ﬂ
; leglslatlon enacted durmg the Bush Admmlstratlon : ‘

e

f;These dub1ous fmancmg meéasures mclude schemes under which a state
7 ',‘-.could for example, collect $100 million from hospitals through a -

“provider tax,” return the $100 million to the hospitals as Medicaid

. “disproportionate share hospital” payments, and use the $100 million in -
~_payments to hospitals to secure $60 million in federal matching funds and
- satisfy $40 million of the state’s matching requirement. Making such .
- financing schemes legal again would enable states to appear to meet state
g V.match]ng requiremerits without really spendmg state money on Medicaid .
" benefits. - :
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How Much Might Total Medicaid Fuﬁding Be Reduced?

The new bill is designed to achieve $72 billion in federal Medicaid savings over
the next six years. On this basis, it is possible to calculate the amount of federal, state,
and total reductions in Medicaid funding that could occur under the bill. If each state
contributed the amount needed to draw down its full federal payment, but no more
than that, the results would be as follows: - :

. Over the next six years, states would be able to cut their own Medicaid .
funding $178 billion. Under this scenario, the total federal and state six-
year cut would be $250 billion. The cut would grow each year, reaching
24 percent in 2002. States would be able to reduce state funding more
than twice as much as federal fundmg would be cut.

. It also is possible to examine the effect of the bill over 10 years. The
Congressional Budget Office has published projections of Medicaid
spending over the next 10 years, and the new bill includes a formula for
determining federal Medicaid payments in years after 2002.

- Over the 10 years from fiscal year 1997 through fiscal year 2006, federal
Medicaid funding would be reduced $265 billion below projected levels.
In addition, states would be able to reduce state matching contributions
by $426 billion without that reduction affecting the level of federal
Medicaid funding they would receive. Total federal and state reductions
thus could reach $691 billion over 10 years. The potential reduction in
overall Medicaid funding would reach 32 percent in 2006, relative to
current expenditure projections. (See Tables 1 and 2; also see box on page
6 for a discussion of Senator William Roth’s comments on this analysis.)

Table 1

Potential Effect of Reducing State Matching Requirement
(Reductions from CBO's baseline, in billions of dollars)

6 Years 10 Years

Federal Reduction -72 ‘ -265
State Reduction . (-178) A (-426)
s because of federal -56 -203
cuts
. because of reduced -122 -223
matching requirement

Total Reduction -250 -691
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P " ablez . "
Using Sham Financing Schemes to o '

Produce State Matching Funds = Depth 'of Reductionis in Republican Medicaid Bill

Inone sense, Table1. . | 4 SRS Percentage Percentage
presents a worst-case scenario, - ' "L .. .Reduction - Reduction .
since it assumes no states contribute " || Ceoy v, o -1997-2006 0 in2006
urimatched dollars to Medicaid. On g B C

Federal - . -16% _ -26%

‘the other hand, reductions in . : receral. T 0 y i
Medicaid resources could be even State ...~ . -34%. %
deeper than the table shows if some | Total . - - - -24% -7 . -32%

states use sham financing schemes
to meet a portion of their matching’

- requirements. The new Republlcan plan ‘would repeal all legal bars to the use of such
. flnancmg schemes o ,

u\

In the past some states used creatlve fmancmg schemes to make payments that

they could call “Medicaid contributions” but that really werenot. For example, a state
'might impose a special “tax” on a health care providers and then rebate to that provider
. the amount collected from it. The provider and the state would be in the same financial

position as if this back-and- forth transfer had never occiirred, and no additional
medical services would be provided as a result of the transfer. But the state could call
the rebate a “Medicaid expenditure” and claim federal matchmg funds for it. (See box
on next page.) Congress largely banned such sham transachons in the early 1990s. The
Repubhcan proposal would make them legal agam S
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Examples of How Special Medicaid Financing Methods Can Allow States
to Draw down Federal Dollars Without Spending State Funds

The following example illustrates how some sham financing schemes worked in the past.

Assume a state imposes a provider tax that is paid by hospitals and that raises $40 million
dollars. The state then pays back to the hospitals that are subject to the tax $50 million in
disproportionate share hospital. (“DSH”) payments. (These payments are supposed to
|l provide additional funds to hospitals that serve a disproportionately high number of
Medicaid and low-income uninsured patients.) If the state’s federal Medicaid match rate is 50
percent, it can claim $25 million in federal Medicaid funds based on the $50 million in DSH
payments made to the hospitals.

The result: the hospitals gain $10 million ($50 million in DSH payments less the $40
million in provider taxes); the state gains $15 million ($25 million in federal matching funds
plus $40 million in provider taxes minus $50 million in DSH payments); and the federal
government pays $25 million without any net state funds having actually been expended.

Michigan’s practices are instructive. Michigan is not the only or most egregious example
of a state that has used such financing methods. It is selected for illustrative purposes because
this example was documented by GAO and is straightforward.

In fiscal year 1993, Michigan raised $452 million through hospital donations and then paid
the hospitals $458 million in disproportionate share (DSH) payments. Based on these
payments, Mlchlgan claimed $256 million in federal matching funds. The net effect of these
transactions is as follows: the hospitals gained $6 million ($458 million in DSH funds less $452
million in provider donations); the state gained $250 million ($256 million in federal matching
funds less $6 million in net payments to the hospitals); and the federal government paid $256
million in federal matching funds without any net state funds having been expended.

When provider donations were limited by Congress through legislation enacted in 1991
that became effective on January 1, 1993, this loophole was closed. Michigan responded by
relying on intergovernmental transfers and changing its criteria for deciding which hospitals
would qualify for DSH payments, a determination that prior law left almost entirely to state
discretion. In October 1993, Michigan paid $489 million to the one hospital that met its new
DSH definition — the state-owned University of Michigan hospital. The state claimed $276
million in federal matching funds for this payment, but the public hospital returned the full
$489 million payment to the state through an intergovernmental transfer the very same day
the payment was made. Through this one transaction, Michigan realized a net gain of $276

million in federal Medicaid payments, again without expending any state funds. This practice .

also is now limited through provisions enacted in 1993 that took effect in July 1994.

Source: GAO, Stafes Use Hllusory Approaches to Shift Program Costs to Federal Government, August 1994.

————————————
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LoIn commentmg on an earlier version of th15 paper, Senator Wﬂham Roth, Chalrman of the
E Senate Fmance Comnuttee, stated on May 24: -

a ”Fn'st the facts: ... the states wﬂl increase their own spendmg on Medlcald by at 1east 35%,over -

~ the next six years ... total Medicaid spending (federal and state) will increase by nearly 40%,
with an annual average increase of at least 6%. Under our legislation, t total Medicaid spending
will exceed $1.3 trillion between 1996 and 2002. ... [The governors] can expand health insurance
coverage, for more low mcome working farmhes even whﬂe slowing the rate of.growth...”

- The Center and Chairman Roth agfee that: total Medicaid spending will ”exceed $1.3 trillion.
between 1996 and 2002.” (T.he Center’s estm\ate, if all states spend only the amount needed to
match their federal grants, is $1.333 over that seven-year period.) This means that Chairman Roth’s -
$1.3 trillion estimate is.corisistent with the Center’s calculations that total Medlcatd spending could .
fall below CBO's baseline projection by $250 billion over six years and $691 billion over ten years.

5Cha1rman Roth’s dollar estlmate verifies, rather than contradtcbs the Center’s calculattons S |

However, Chaxrman Roth's calc:ulahons are mtemally inconsistent in another respect

Specifically, $1.3 trillion in spending implies a total growth rate of 33 percent; not the 40 percent

' Chairman Roth uses, and an average annual growth rate of 4.9 percent, not 6 percent. (Moreover, if
CBO's 1996 estimate of total Medicaid spending — $168 billion — were increased by exactly 6

- pércent per year, total Medicaid spending over the seven:year period 1996-2002 wouild equal $1.410
trillion, not the $1.3 trillion that both the Chairman and the Center use.) In other words, Chan’man :
‘Roth’s growth ratés contradict hisestimate of total spending and imply about $100 billion less in
,Medtcmd reductlons than exther he or the Center actually eshmate :

COmmants on the Center’s Analysns by Chalrman wnham Roth S

‘What is the meamng of these spendmg eshmates’ CBO eshmates the number of Medlcald
beneficiaries will grow at 2.6 percent per year and that general inflation will also be 2.6 percent per
year; hence, Medicaid costs could be expected to rise by 5.3 percent per year Just to provide existing
health Services for expected Medzcaxd beneficiaries. This means a growth rate of 4. 9 percent:per year —
as under the proposed bill — would force cutbacks. It would not cover an expansion of Medicaid to
‘low-income workmg families, of which Chairman Roth’ spoke. Nor would it cover the mcreased '
costs of medtcal care that results from unprovements in medtcal technology :

. - For decades, 1mpr0vements in medical technology, techmques, and drugs have greatly
«1mproved the quality of medical care and the life span and health of Amencans, butata real
mcrease in costs. CBO assumes these trends will contmue :

IR .
To put the matter most sunply, under the new Repubhcan btll total Medlcald spendmg per

- beneficiary, after adjusting for general inflation, would be lower in 2002 than it is in 1996. - This belies

the plcture of ever~expandmg benefits nnphed by Chamnan Roth’s comments :

 Italso should be noted that reductxons in cost from efficiencies in the- dehvery of medical. -
services — such as increased use of managed care — while real, are not expected to be large enough
to offset the Medicaid funding reductions under the bill. As a result, reductions in Medicaid
coverage and benefits would be a likely result. The Urban Institute estimated last year that.between
four and nine million beneficiaries could lose coverage, based on a package of Medicaid reductions
only one-fifth larger than the reductions that could occur under the new bill. ‘
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smewasevenex;ﬁmt,"lfwehzvei:

$20 million and the choice is between =

spending it for semior citizens .or poor .

" kids, it’s no contest. The seniors get the

money évery time.” . " .
Thexeahtylsthazmallhutahandﬁ:l’s :

' ofthe!argwm,smteleg:slama-I
* operate part-time, with very limited staff .

- help. Lobbyists play a huge role in what
goaon,andthatrolmsgmwmgwrthme

.adventofwmhzmta.lntheahsemeof

federal safety net guarantees, the power- - -
fxﬂspecxalmterwsthatmaﬁmﬂﬁm-

Thxsssatragedythatwcloseto
esg the
€88 TeX ese b grantsan?ﬁnd

‘Ihe writeris a Repabhcan palstzcal
mvultant ’

_THEWASEINGTONPOST
SunpaY, JUNE9, 1996
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Congress of the Wénitel! States

Wiaghington, BE 20515
| |  June 13, 1996
The Honorable Newt Gingrich © | ‘The Honorable Trent Lott
- Speaker of the House ' ' Senate Majority Leader
U.S. House of Representatives United States Senate
’ ‘The Capitol ‘ The Capitol

Washington, DC 20515 ‘ we e Washingtos, DC 20510

Dcar Speaker Gmgnch and Ma;onzy Leader Lott_

Asthe House begins to move forward in our promzse to balance the federal budget and
contain the escalating costs of entitlement programs, we strongly believe it is in the best interest
of the American people to send the Welfare Reform bill to thc President separaxe from auy other .
legxs!auon, including Medxcmd reform.: = ‘

Republicans and Democmts governors and legulators have overwhelmingly agreed on
the immediate need to pass welfare reform into law so that people can begin 10 lift themselves out
of a cycle of perpetual dependency and into the workforce. This reform is critical to saving the -
children being raised in the welfare state and to bnngmg relief to ha:d-worlung Americans whosc
tax dollacs find this dependcncy '

Welfare Reform is jusi too important tq fisk defeat due to' its connection with other -
legislation that may not be as overwhelmingly supported. For those who do not Suppoxt ecal
Welfare Reform, there should be nowhete to mun to and nowhere to hide.

We stand ready to work with you to ensure that tho President is given the chancc to sngn
or veqo a separate Welfare Rcform bill. ,

~ Sincerely,

/ Dave Camp

FRINTGD OM REGYOLED PASEY
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FOR YOUR INFORMATION

American Hospltal Assoelation

| - RICK POLLACK
' Liberty Place
Washington Office ’
328 Seveoy S, N MEDIA ADVISORY
Washington, DC 20004-2802 : Contacts; William Erwin 202/626-2284

202-638-1100 - : Carol Schadelbauer 202/626-2342
' June 12, 1996

| 24 HEALTH CARE GROUPS RAISE
‘ ~ CAUTIONS ON MEDICAID

o Twenty-four heaith care groups today urged the House Commerce Committee and the
Senate Finance Committee to remember the vital role Medncmd plays for “35 million
of our most vulnerable citizens.” :

In a letter to members of the two committees the organizations reaffirm their support for

“reforms to the Medicaid program that preserve its original mission to provide medical
assistance to needy, low-income individuals and families.” Budget savings “should not
come at the expense of eliminating our longstanding national commitment to a federal
health care entitlement for all categories of vulnerable Americans covered under the
Medicaid program,” the letter continues.

A copy of the letter is attached.

Also attached is a separate letter sent today to the House Commerce Committee by eight
hospital groups supporting a Medicaid amendment to be offered by Rep. Frank Pallone (D-
NJ). The amendment secks to continue guaranteed access t0 Medicaid services by
“ensuring that providers are given adequate resources 0 meet requirements imposed by
federal and state governments.”
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American Academy of Pediatrics
American Association of Eye and Ear Hospitals
American College of Physicians
American College of Emergency Physicians
American Health Care Association
American Hospital Association
- American Nurses Association
American Occupational Therapy Association
American Osteopathic Healthcare Association
American Pediatric Surgical Association
American Pharmaceutical Association
‘American Physical Therapy Association
American Rehabilitation Association
Association of American Medical Colleges
Catholic Health Association .
Federation of American Health Systems
Health Industry Purchasing Assocxatlon
InterHealth
National Association of Public Hospitals and Health Systems
National Association of Children’s Hospitals -
National Association of Counties
Premier, Inc.:
VHA Inc. |
Volunteer Trustees of Not-For-Profit Hospitals

June 12, 1996

The Honorable Thomas ]. Bliley Jr.
U.S. House of Representatives

2241 Rayburn House Office Building -
Washington DC 20515

" Dear Chairman Bliley:
As the House Commerce Committee and the Senate Finance Commirtee consider legislation to
restructure the Medicaid program, we want to call to mind the critical role Medicaid plays in caring for

more than 35 million of our most, vulnerable citizens, including the elderly, people with disabilities,
pregnant women, and children.

SADI440 *23X3 UHY WdBS:E8 96. €1 NNC



The Honorable Thomas J. Bliléy Je.
June 12, 1996
Page 2

As health care organizarions representing hospitals, outpatient facilities, physicians, nurses, pharmacists,
rehabilitation specialists, occupational therapists, pharmaceutical group purchasing organizations, and

county supported facilities and prowders we support reforms to the Medicaid program that preserve its
original mission to provide medical assistance to needy, low-income individuals and families.

Federal budget savings should not come at the expense of eliminating our longstanding national
commitment to a federal health care entitlement for all categories of vulnerable Americans covered under
the Medicaid program. As health care organizations, we have many varied concerns with the Medicaid
Restructuring Act of 1996, HL.R. 3507/8. 1795. But we wish to htghhght three key principles m

sis of ou sition t 1 S. 1795:

Preservation of the Medicaid Entitlement. The federally enforced entitlement to a set
-of meaningful benefits must be maintained.

Continued State Financial Responsibility for Medicaid. The states’ long- standing
financial partnership in funding the Medicaid program must be maintained. States
should not be allowed to lower their maximum state financial contribution. In
addition, states should not be permitred to shift their financing responsibility to other
payers such as prowders through providers taxes or local municipalities through
intergovernmental transfers.

Assure a Financial Environment in which Providers can Continue to Serve Medicaid
Patients. Current Medicaid law provider payment safeguards that assure access to quality
services through adequate payment must be maintained. H.R. 3507 and S. 1795 not only -
repeal these protections, but limit a provider’s due process rights by prohibiting private
rights of action in both federal and state court.

We are commirted to gfforts to restore the nation’s fiscal strength and we acknowledge that states should
be granted the appropriate flexibility to enable them to better administer the Medicaid program. But
as health care leaders, we urge you'to approach this task with care and compassion. A viable Medicaid
program is important to communities and the country because it is available to help our most vulnerable
citizens in their time of need.

Sincerely,
The Above Listed Organizations
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June 12, 1996

The Honorable Thomas J. Bliley Jr.
U.S. House of Representatives

2241 Rayburn House Office Blnldmg
Washington DC 20515 ,

Dear Chairman Bliley:

On behalf of the undersxgned health care prov;der orgamzauons we are writing to ask you to
support an amendment during mark-up of the Commerce Committee's proposed Medicaid
reconciliation legislation. The amendment, which will be offered by Congressman Frank
Pallone (D-NTJ), seeks to continue guaranteed access to services for Medicaid recipients by
ensuring that providers are given adequate resources to meet requu'ements 1mposed by federal
and state government.

The Pallone amendment proposes the establishment of a2 Medicaid rate setting process which
allows for public review and comment on the proposed rates paid to providers. It also
requires independent review of these rates for actuarial soundness. And finally, the
amendment would permit rates -- whose adequacy is disputed as bemg ‘insufficient to meet
federal and state requirements -- to be resolved through the judicial process.

The Pallone amendment is fair -- it calls for public participation. The Pallone amendment is
prudent -- it calls for independent review. The Pallone amendment is equitable -- it allows for
judicial review of a contested payment standard which ensures access to health care services
for underserved populations.

Please support the Pallone Amendment and vote for an open, fair, and equitable process,
Sincerely, |

American Association of Eye and Ear Hospitals
American Health Care Association
American Hospital Association
Association of American Medical Colleges
InterHealth
National Assocxanon of Public Hospitals and Health Systems
Premier, Inc.
VHA Inc.
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CENTER ON BUDGET
| AND POLICY PRIORITIES

‘.A.

_Revised'jun_e 11, 1996

"~ “Umbrella Payments” Under The
‘Medicaid Restructuring Act of 1996

by Richard Kogan

The new Republican Medicaid proposal, the Medicaid Restructuring Act of 1996,
would replace the current Medicaid program with federal block grant payments to
states. States also could receive “umbrella payments” to protect them from

“unanticipated program costs resulting from economic ﬂuctuatmns in the busmess
cycle, changing demographics, and natural disasters. “!

The idea behmd “umbrella payments, ‘as COl’lCElved by the governors last
winter, is that if a state’s Medicaid caseload exceeded expectations for any reason,
umbrella payments would cover the federal government's share of the extra Medicaid
costs. When the National Governors Association approved a Medicaid outline that
included an umbrella payment mechanism in I-'ebruary, govemors said it would assure
that “federal dollars would follow beneficiaries.” :

The Medicaid Restructuring Act, however, falls far short of this goal. The
umbrella mechanism in the bill is not what the governors recommended in February
Under the bill’s umbrella provisions, state access to the umbrella fund would be largely
unrelated to greater-than-expected.caseloads. As a result, the distribution of umbrella
payments among states would be highly mequltable, and many states would be denied
umbrella payments in all but the most extreme cases.

In addition, the umbrella payments 'wc'niId cover only the first-year cost of extra
caseload, not the continuing cost in years after that. Asa result, even states that did
have access to umbrella payments would generally be indemnified for only a small
fraction of the cost of serving a greater-than-expected caseload. States would be left
holding the bag for most of the costs that would result if their Medicaid caseloads
climbed, which is preqsely the result the governors sought to avoid.

Finally, there would be virtually no ad)ustments in block grant payments to
compensate for the inadequacy of the umbrella mechamsm

! The quote comes from the bill’s Statcment of Goals, Sectioh 2002(b)(4).

820 First Street, NE, Suite 510, Washmgton DC 20002 SRR
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1. Access to Umbrella Payments Largely Unrelated to Extra Caseload

~ The bill’s proponents describe its umbrella payment mechanism as pratecting
states against unanticipated caseload growth. Such descriptions, however, are not
accurate. One key reason that the bill’s umbrella mechanism does not provide such
protection is that access to the umbrella fund would be largely unrelated to whether a
state’s caseload rose beyond projected levels. Instead, those states whose average
Medicaid costs per beneficiary are currently high would have easy access to the
umbrella fund, while states that now have low average Costs per beneﬁmary would :
have little or no access to the fund.

In theory, a state would receive umbrella payments to cover the federal costs of
extra caseload. Extra caseload is defined in the bill as reflecting the degree to which a
state’s actual caseload exceeds its anticipated caseload for a given fiscal year. That
sounds like how an umbrella mechanism ought to work. :

But there is a catch. The legislation has a very peculiar deﬁmnon of “anticipated
caseload.” A state’s “anticipated caseload” for a year is defined as (1) its actual
caseload in the pnor year, increased by (2) the growth rate between the prior year and
the current year in the amount of federal block—grant funds the state receives, adjusted
for inflation. This means the rate of growth in each state’s federal block-grant funding
level is the pivotal factor that determmes whether the state has access to umbrella

payments.

For example, under the legislation, Georgia’s block grant funding would grow
five percent between 2001 and 2002. If inflation in 2002 is three percent, as the
‘Congressional Budget Office forecasts, the adjusted growth rate for Georgia’s block
grant funding level is two percent. To determine whether Georgia would qualify for
umbrella payments, Georgia’s actual caseload level in 2001 would be increased by two
percent, since that is Georgia’s adjusted block-grant growth rate.” This yields an
“anticipated” caseload for the state in 2002 that equals its caseload in 2001 plus two
percent. If Georgia’s actual caseload in 2002 proved greater than this “anticipated”
caseload, Georgia would receive an amount from the federal government as an
umbrella payment for each extra beneficiary. ~ y

This formula for determining whether a state can receive umbrella funds
produces strange effects. Under the bill, the block-grant funding levels for states that
now have high average Medicaid costs per beneficiary would generally grow slowly
from year to year. By contrast, the block grant funding levels for states with below-
average Medicaid costs per beneficiary would grow at a faster rate. ‘This feature of the
bill is designed to narrow modestly the cost differences between high-cost and low-cost
states. This fearure may also reflect recogmtlon of the fact that some low-cost states

5
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have already 1nst1tuted certain effmencxes to control Med1ca1d cost growth that sore

high-cost states have yet to implement on a large scale. These high-cost states thus can

reap future savings to slow the rate at which their Medicaid costs grow, while low-cost

states that already have these savings in their “base” do not have similar opportunities
- to slow the rate at which their Medicaid costs climb.

Varying block grant growth rates in tl'us manner, so that low-cost states are
“allowed to grow somewhat faster than high-cost states, seems reasonable enough. But
-the umbrella mechanism would undercut this feature of the bill and also render the -

distribution of umbrella funds among states highly inequitable. Under the bill’s

umbrella mechanism, states whose block-grant funding levels would grow slowly from
year to year — that is, the high-cost states — would have ready access to the umbrella
fund even if their caseloads grew very little. At the same time, states whose block-

grant funding levels would grow more rapidly — i.e., states with low costs per
beneficiary — would have little ability to get umbrella payments unless their caseloads
.grew unusually swiftly. Here is why this would occur.

. Suppose the block-grant funding level for a state with low average costs
per beneficiary is scheduled to rise seven percent per year. If inflation
remains at three percent per year as CBO forecasts, the state’s adjusted
block grant growth rate would be four percent. The state would get
umbrella payments only if — and only to the extent that — its caseload
rose more than four percent per year.

Low-cost states such as California, Texas, Florida, and Virginia would be
in this situation. According to Urban Institute forecasts, Medicaid
caseload is prO]ected to grow noticeably more slowly than that in each of
these states. For these states and others in the same position, caseloads
would have to grow conSIderably faster than projected before the states
could recéive a dollar in umbrella payments..

. By contrast, the block | grant fundmg level for some hlgh-cost states would, -
after the first few years, increase less than three percent per year. If the
inflation rate is three percent as forecast, the adjusted block-grant growth
rate for these states would be zero (since the rate of inflation would exceed.
the rate of growth in the block-grant funding level for these states).’> Asa

* Forecast developed by David Liska and John Holahan of the Urban msﬁmte.

* The adjusted growth rate — the block-grant growth rate ad;usted for inflation, which serves as the
“umbrella threshold” — is not allowed to be smaller than zero. For high-cost states whose block-grant
funding level grows more slowly than inﬂauon, the umbrella threshold is zero by definition. Por these
‘ , (conhnued J
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~ result, thesé states would get umbrella payments for any increase in ‘
caseload. States such as Massachusetts, Connecticut, New York, and New
Jersey would be in this situation by 1998. C

In summary, some states would receive umbrella payments for caseload growth
that is already projected to occur, while other states would not receive umbrella
payments even if caseload growth noticeably exceeded current projections.® Thls is -
inconsistent with the pnnc:ples the govemors adopted in February. |

. The Umbrella Covers Only the Firat-Ygar Costs of Un’aoﬁcipéted Caseload

Even if the problem just described did not exist — and states received umbrella
payments whenever their caseloads grew faster than some objective forecast of -
anticipated caseload growth — states still would not receive umbrella payments
sufficient to cover the costs of higher-than-anticipated caseloads. The reason is that the
bill’s umbrella mechanism contains a second fundamental flaw — the umbrella
payments would cover the cost of extra caseload only in the first year. Yet extra caseload
usually lasts for a number of years if not permanently

This flaw stems from the fact that the amount of umbrella payments a state will
receive depends on the state’s annual caseload growth rate, rather than on its actual
caseload level. A simple example 111ustrates the point.

. Suppose a recession sets in during 1997. A state's Med1ca1d caseload
' might consequently be four percent higher than would otherwise be the
case in 1997, in 1998, and in 1999 (if not longer). Medicaid parﬂcxpatlon
responds to changes in the unemployment rate, and recessions generally

- 3 (..continued) ‘ '
states, the ” antmpated caseload” for any year sxmply equals the state’s actual caseload in the pnor year-

* Extra caseload, and the attendant umbrella payments, would be calculated separately for each of elght
" groups of Medicaid beneficiaries: pregnant women, children, disabled persons, disabled-but-working
_persons, the elderly, two different sets of “qualified Medicare beneficiaries” (QMBs), and everyone else
(basically AFDC adults). Dividing benefigaries among groups creates data integrity problems but has two
policy advantages. First, by making separate calculations for each group, umbrella payments can be
pegged at appropriate levels -— a state will receive higher umbrella payments on behalf of extra disabled
beneficiaries (who tend to be quite expensive) than on behalf of extra child beneficiaries (who tend to be
inexpensive). Second, because extra caseload in one group offsets caseload shortfalls in another group, the
" umbrella mechanism responds to unantidpated changes in case mix as well as in total caseload (although
et umbrella payments cannot be negative). Unfortunately, for the reasons described in this paper, the
umbrella fund responds inequitably and inadequately to unanticipated caseload growth.

4
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- cause higher unemployment for a number of years after the economy
stops contractmg S

s In1997, the state’s caseload growth rate would be higher than anticipated.
Consequently, umbrella payments would cover the federal share of the
extra Medicaid costs. »

o But look ahead to 1998, The state’s caseload level in 1998 would be four
percent above caseload projections for that year because of the long-
lasting effect of the recession. But the state’s caseload growth rate from
1997 to 1998 would not be higher than anticipated. The extra growth
would have occurred in 1997; in 1998, the caseload level would reflect the
higher-than-anticipated level it reached the previous year, but the
caseload would not still be growing at a faster-than-anticipated rate.
Because the caseload growth rate in 1998 would not be higher than
anticipated, however, the state would get no umbrella payments in 1998.

The umbrella payment the state received in 1997 would end after 1997,
even through the extra caseload added in 1997 would still be present. The
' same phenomenon would recur in 1999.

In short the umbrella payments cover only the first year of extra caseload
in a state even if the extra caseload lasts for many years :

A second example illustrates the extent to wluch umbrella payments could fall
short of need. The table on the next page shows what would happen if the caseload in
a particular state started at 100,000 and grew faster than expected by one percentage
point per year for each of the six years from 1997 through 2002. In this example, the:
state’s adjusted block-grant funding rate — which serves as the state’s threshold for
receiving umbrella funding — grows two percent per year (see line A in the table), but
the state’s actual caseload level grows three percent per year (as shown in line B).?

By 2002 the state’s actual caseload would be 6,800 }ugher than what the block
grant and the umbrella fund would cover (see line C). The umbrella payments
however, would not cover 6,800 extra beneficiaries in 2002 these payments would
cover only 1,200 additional beneficiaries (see line E).

The umbrella payments thus would be insufficient. They would cover only a
fraction of the amount by which the state’s actual caseload exceeded the caseload level

5 In this case, we are assuming that two percent per yeﬁr is in fact a reasonable, objective forecast of
expected caseload growth, and that the actua) growth rate of three percent et year represents one percent
per year of unanticipated caseload gmwl'h
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W S " The Umbrella Does Not Pravide Full Protection ‘ ‘ ”

(Hypothetical example: caseload in thousands)

A) Caseload growth assumed
in the state’s block grant -
funding level (2% per year ) o _ ‘
in this example) 1000 1020 1040 1061 10820 1104 1126

, l B) Actual Caseload A : :
growth of 3% per year 1000 1030 106.1 109.3 1126 1159 119.3

C) Caseload for which
umbrella funding is. . R : . :
needed (B minus A) . ' 10 20 3.2 43 55 ' 68 -

D) Caseload level above :
which umbrella payments {
actually are provided (prior : :
year’s actual caseload + 2%) 1020 1051 1082 1115 - 1148 1182

E) Actual Umbrella payments ‘ . o | .
(BminusD) | 10 10 11 11 11 1.2

*Figures may not add due to rounding.

wass—— smreese————
i —— ———

‘assumed in the state’s block grant. Put differently, extra caseload that lasts more than
one year does not trigger umbrella funding for a state for any year after the first year.
In still other words, if extra caseload is permanent, it will have a cumulative effect, with
each year’s extra caseload added to the prior years’ extra caseload. But the umbrella
mechanism does not cover that cumulative effect.

It should also be noted that the size of a state’s basic black grant will not adjust
in subsequent years to compensate for the temporary nature of the umbrella
‘mechanism. See Appendix A. : '

This flaw in the de31gn of the umbrella fund has sxgmﬁcant policy n'nphcatxons
To cite one, it would make the option of phasing in Medicaid coverage for poor
children aged 13 through 18 unattractive to states. Under current law, states are -
required to raise the age at which poor children are eligible for Medicaid one year at a
time, until by 2002 all poor children through age 18 are eligible. The Medicaid
Restructuring Act repeals this requirement, permitting states to choose whether to
make such children eligible. If it had been designed properly, states could use the

6
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umbrella mechanism cover the costs of insuring these poor cl-uldren In pracnce, this
approach would not work. As just explained, the umbrella mechanism would provide
temporary funding for what, in this case, would be a permanent caseload increase.

By 2002, states electing to phase in Medicaid coverage for these children would
have enrolled six additional age groups of children: first 13-year-olds, then 14-year-
olds, etc. But in any given year, these states would receive umbrella payments on
behalf of only one additional age group, the group being newly enrolled. In 2002, such
states would receive umbrella payments on behalf of their newly enrolled 18-year-olds.:
But they would not receive umbrella payments on behalf of poor children aged 13
through 17 because those caseload increases would have occurred in prior years.

Other Problems with the Umbrella Fund

~ The design of the umbrella fund in the new legislation also is flawed in other
respects. : : :

. States would receive inadequate payments for Qualified Medicare
Beneficiaries (“QMBs”). Under current law, Medicaid pays the cost of
Medicare premiums, copayments, and deductibles incurred by Medicare

- beneficiaries who are poor or near-poor. The Medicaid Restructuring Act
repeals this requirement, making continuation of this coverage a state -
option. If a state attempted to continue prowdmg QMB benefits
consistent with current law, however, it would not receive adequate
umbrella payments if the number of QMBs exceeded the anticipated level.
Under the bill, the amount of umbrella payments prov1ded for extra
QMBs would be based solely on the cost of Medicare premiums for these
individuals. Medicare copayments and deductibles would be ignored.
Yet premiums contribute less than 30 percent of total QMB costs, accordmg
to the Congressional Budget Office. : v

. People with disabilities mlght not be covered by the umbrella fund
Under the governors’ proposal, states would have been allowed to
develop their own definitions of disability, and the umbrella fund would
have protected states if the number of disabled enrolles exceeded
expectations. The Medicaid Restructuring Act stipulates that states can

" choose either to use the SSI definition of disability or to develop their own
disability definition. But a state using its own disability definition would
* be ineligible for umbrella payments on behalf of disabled people.

This restriction might encourage more states to use the SSI definition of
disability. But in states that nevertheless chose to develop their own

.
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deflmuon, dlsabled md1v1duals would be placed ata d1sadvantage If the
- number of such beneficiaries exceeded the anticipated level, these states
: would not receive federal umbrella payments on then' behalf

Conclusuon o

The umbrella payments would be of use to states with low average costs per
‘ beneﬁczary only if caseload growth or inflation exceeded current forecasts by large
~ amounts. In addition, forall states — including high-cost states — any umbrella
- payments would cover only the first year of added costs, 1gnor1ng the continuation of
~ such costs in subsequent years. | ‘ :

'I'he umbrella fundlng mechamsm in the Medlcaxd Restructurmg Act is quite
different from what the governors recommended. It does relatively little to protect
states from increased costs over time that result from unanhmpated growth in theu'
Medicaid beneﬁc1ary populatxons : : : ‘
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Appendix A
Would the Block Grant Adj\ist to Cover Uhexpected Caseload?

During hearings on the Medicaid Restructuring Act, Rep. Bilirakis contended
that the basic block grant to each state would automatitally adjust to cover the federal
cost of unanticipated caseload after the first year, thus curing that defect in the
umbrella mechanism. His contention is mcorrect

As noted in this analysis, if 10,000 ”unannmpated” beneﬁcmnes enroll in a

- state’s Medicaid program in 1997, the state will receive umbrella payments on their
behalf in 1997 but will have to pay the full costs of those 10,000 enrollees in 1998, 1999,
and so on — unless they or 10,000 other enrollees unexpectedly drop out.

This aspect of the umbrella mechanism would not be a problem if federal block
grant funding would automatically adjust to cover unanticipated caseload growth in
. the years after the growth first occurs. Automatic adjustments to the block grant can
occur, because the number of a state’s “residents in poverty” is part of the formula that
determines the size of the state’s block grant. But the likelihood that automatic
adjustments to the state’s block grant will cover the costs of iinanticipated caseload is
almost entirely an illusion for three reasons.

. First, the adjustment to the block grant is based on the number of
residents in poverty, not on the number of enrollees. The two can be
unrelated. For example, a state that chooses to phase in Medicaid
‘coverage of poor children ages 13 through 18 will have increasing
Medicaid enrollment, but may not have any increase in the number of

‘ residents in poverty. Another example is if employers drop coverage for. -
- their employees.

. Second, for 43 states and the District of Columbia, the formula for the -
block grant is either higher than the statutory “ceiling” on block-grant
. growth rates or lower than the statutory “floor.” As a result, block grants
for those states will grow at the rate of the ceiling or floor regardless of any
changes in the number of residents in poverty. In short, for these 43 states the
block grant won’t change even if need does. o

. Fmally, for the remaining seven states, adjustments in the size of the block
 grant will usually be undercut by the bill’s requirement that the total,
national cost of all block grants must not exceed an inflexible cap. Suppose
that a national recession increased the number of residents in poverty in
all states by four percent. For the seven states with adjustable block
grants, the formula would initially produce a higher block grant; but then

9



-BBr12s96  17:31 CBPP » ‘456'?431 ’ NO.578 P@11-/812

the block grant for each of the seven states would be cut across the board
to prevent a breach in the national cap. In this case, the automatic
" adjustment would be completely offset by the across-the-board cut, so
there would be no increase in the size of the block grants these states
" would receive.

Thus, a state could have its block grant adjusted upward only if a} it was one of
the seven states not govemed by the statutory floors or ceilings, and b) an increase in
the number of residents in poverty in that state was offset by a decrease in the number
of residents in poverty in one of the other seven states. And even in this very rare case,

‘the adjustment might be inadequate: first, the adjustments are based on a three-year
average of the number of residents in poverty, so they will not fully compensate for
increases in poverty until several years have gone by. In addition, any such adjustment
would be only partial if the state with more residents in poverty hit one of the statutory
ceilings or the state with fewer residents in poverty hit one of the statutory floors.

In summary, for all states, block grant funding does not follow enrollees; it
follows a formula. For all but seven states — representing 89 percent of Medicaid costs
— that formula is immutable. For the remaining seven states, the formula will
generally not respond at all to changes in poverty; if it does respond the response will
be late and probably inadequate.

As a result, states will receive umbrella payments to cover only the first year of
~ unanticipated caseload increases, and only some states will receive those payments.
There will not be compensating adjustments in block grant funding. This is not what
the governors called for last February. )

10
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Appendix B
Adjusting for Inflation: A Solid Concept

To calculate a state’s umbrella threshold — the growth rate above which

. umbrella payments are made — the state’s block-grant growth rate is adjusted for
inflation, as measured by actual percentage changes in the Consumer Price Index (CPI).
Suppose a state’s block-grant growth rate were five percent in 1998. If inflation were
three percent, as CBO forecasts, the state would receive umbrella payments to the
extent its caseload growth exceeded two percent. If inflation turns out to be four
percent rather than three percent, the state would be protected. In this case, the state
would receive umbrella payments to the extent its caseload growth exceeded one
percent, rather than two percent. Higher inflation would mean a lower “umbrella
threshold,” which in turn would mean higher umbrella payments.. Stated another way,
higher-ﬂ*tan-expected inflation means higher umbrelia payments.

Using the umbrella mechanism to protect against higher inflation is desu-able, it
affords needed protection to states if CBO's inflation forecast proves to have been too
low. Inflation protection of this type does not put the federal Treasury at risk; both -
CBO and OMB analyses show that higher inflation generally causes higher spending
and higher revenues in almost equal amounts and hardly affects the deficit as a result.

At the same time, however, the umbrella mechanism fails to provide adequate
protection against the permanent, cumulative costs of higher-than-expected inflation.*
As a result, the protection it affords in this area is inadequate. And, as explained in
Part I of this paper, states will not have equal access to umbrella payments to begin
with. For example, states with low block-grant growth rates (generally the high-cost
states) will have no protection against extra inflation because their umbrella mreshold
is already at the statutory minimum of zero.

¢ The design flaw discussed in Part II of this paper vitiates the inflation protection the umbrella formula
is supposed to provide if inflation is higher than forecast. As explained, umbrella payments would
increase if the actual inflation rate exceeds inflation forecasts. But the umbrella payments would not take
into account the cumulative effect of inflation. If inflation were one percent higher than antidpated for -~
four years in a row, by the fourth year prices would exceed the initial forecast for that year by ‘

‘approximately four percent. Yet a state would receive an umbrella payment for that year covering one

percent extra costs due to higher-than-anticipated inflation, not four percent. The preceding three years of
extra inflation, which would permanenﬂy increase the cost of medical care, would be reflected neither in
the state’s umbrella payment nor in its block grant allocation.

11
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The attached was released today from the Republican Governors' Association. As you know,

it will insist that Welfare Reform be linked to Medicaid —— no big surprise, but thoug,ht you
- ——— —might-want to have this fyi. e



Repusucw GOVERNORS ASSOCIATION

dVOW SAMERICA'S aMuoam
June 25,1936
. The Honorable Treat Lott = - The Fonorable Nowt Gingrich .
' SenateMzuontyLeadet * Speaker of the House .
- §-230 U.S. Capital s H-232 U.8. Capitol

Washington, D.C.- 20510 . Washington, D.C. 20515

- Dear Mr. Leader and Mr. Speaker

In February the nation's governors unammousl? at:eed. ona strategy to -
reform the federal cash welfare and Medicaid programs. xpuﬁm reform
plau is currently making its wa\ythroughCona‘ess _ :

We believe strongly that walfare cannot be reformed without addressing
critical concerns regarding Medicald. ‘We are concerned, however, that
legislation m@tmowmupmhﬁmwedymmphmted
Medmudsystemthahsfaﬂwgthemfmﬂhesuiampoudto P _

Thevre ia no mﬁmthatth&eWohmmmemwblyhnkedand

cannotbaupaxawd. In fot, continued yigidity in one.
value of flexibility in the other, Medicaid and a&hwdg::m

dependent, andhﬂumtorefombothwﬂlmeanthafaﬂmtorefomdther
Neither the states nor thepeaple_wo represent can aﬂ?otdtcﬁaﬂ Too many

- families are depandmg on us.

Think of these issues in another way. Hyouwanttothedoctorcomplmmng'
of chest pains and a broken leg, you would expect the doctor to treat both problems.
However, if the Congress only addresses welfare and not Medicaid, it would be
hkesettngthebmkenlegandmmngthohaartproblem. :

Farexample.manyﬂanﬂ;esbecomdspandantonwdﬁremamlybemnsa
they need the health care coverage provided by Medicaid, At the same time, a
barrier to leaving the welfare roll; is the progpect of losing Medicald coverage.

- Uunder the current tem,stawummerelylimztadmthaxrahhtytoo.ddmas

this Catch-22 that perpetuates dependenee

+
' 3

-
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i TheHonm'ableTreuxl;..otc
The Honorable Newt Gmgnch
- June 285, 1996 .

APa.gcz

_ Reformngthemwdaystemmmmmburdmmfedemmes
andgzvmgmomﬂsn’bdnwtothemtosolvethispmblemandtodesxgn ‘
_ innovative ways to deliver gervices that reach more people, As a result, the states,
the federal government and clients will be able to share the cost of providing
Mediwd coverage to mare working families. In addition, states will be able to

%r:mmmueﬁmﬂyandtochwsethemuofme&athelp
people who need help the most.

WebehavcthatremoungMed;cmd&omthsrefompackagewmlend :
credencatomvahdm&damsofourphn. to the defenders of the status
quomth;mtmthb umatmmmmmng protectsvulncrabh ,
Am y:

» guaranteeing eligibility t'or low income pregnant women, ' ch.ildren,
- ¢ldedy and the disabled;
. ip!Oﬂdlng 3 generous eomprehensxve medicsl benefit pa.ckage
- limiting premium and cost-sharing charges; ‘
. retaz.mng cu:t:a;'t law nursing home standards and reupient.
protections;
* increasing Medicaid spe.ndmg mbmually -~ &n increase of 35.5% over
the next six years N

Bgmde I:hedpmmalp:m?fﬁ doi‘ﬁ:clude ©
gystewn by re ‘WOrK an we

Medicaid in owr reform plan now, uhlicpressuretgyaddreeath;smuewﬂlfade
-andanhstomommmlwwmbem

The bottom line is this: Ifourgoalzsmdepuxdenoeformorestrong healthy
familms,Congreasmustreﬁambothwalfa:eandMadim |

. . ' &neerely. .
John Engler , é % E 't
Governor of Michigan - Governor of New Hampshxre

Chau-man | | - V'ce Ch&u'man

cc:  Senator Roth '
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CHAIRMAN'S MODIFICATIONS TO S. 1795

DIVISION B~--RESTRUCTURING MEDICAID

Bage
1044

1044

QY

1044

1046

1046

and partial hospitalization.

Explanation of Change

ARdd provision which reguires the
Secretary, in consultation with the
States, to establish, monitor and enforce
minimum health, safety and welfare
standards for ICPFs/MR, including
assurances that individuals receiving care
in ICF8/MR are protected from neglect,
physical and sexual abuse, financial
exploitation, inappropriate involuntary
regtraint, and the provision of health

‘care services by unqualified personnel.

Add current law restrictions on State or
local officers or employees relating to
conflict of interaest {Section 1902

(a) (&) (C)} .

Add - a provision requiring States to
implement an ongoing program to measure,
evaluate and improve quality of care in
their Medicaid programs including
independent extermal review of wmanaged
care organizations.

Strike language in (12) and add:
(12) (A) Acute inpatient mental health
serviceg, including services furnighed in

-a State-¢gperated mental hospital in the
‘cage of an adult.

(12) (B) Inpatient mental health
services, including services furnighed in

a State-operated mental hospital and

residential oxr other 24-hour
therapeutically planned structured
services in the case of a c¢hild.

" Strike language in (13) and add:

(13) Outpatient and intensive ccmmunity-
based mental health services, including
psychiatric rehabilitation, day treatment,
intensive in-home gservices for chlldren, '

L
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QHAIEKBRfS MODIFICATIONS TG S.1795

DIVISION B-~RESTRUCTURING MEDICAID

Bage Explanation of Change

1051 ' Clarify that the definition of EPSDT
' services has the meaning given the term
early and periodic screening, diagnostic
and treatment services under gection
1205(r) of Title XIX as in effect on June
1, 1986. :

1061 = Strike language in tHe definition of
' covered entities related to furnishing
drugs at d cost no greater than the
acquigition cost plus a dispensing fee.
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CHAIRMAN'S WODIPICATIONS TO 5.179%8
DIVISION B--RESTRUCTURING MEDICAID

1104 Add a provision establishing a National
Commiggion on Medicaid to report to

Congress on the impact of Medicaild reform
-and make recommendations.

_ Insert as  Add a provision regarding minimum
appropriate. ‘ gtandards for Medzcaxd managed care plans,
including:

-- If Medicaid beneficiaries are regquired

to enroll in a managed care plan, they

must be given the choice between at least

2 such plans or between a wmanaged care
e - ’ plan and a primary case management .

‘ provider.

--Special needs children, the homelees,

and migrant agricultural workers may not

be required to enroll in a managed care

plan.

-- Managed care plans nust make medically

necessary services available 24 hours a

day, seven days a week.

-- Managed care plans must contract with a

reasonable nmumber of priwmary care and

specialty care providers to meet the

‘health care needs of their Medira;d

enrollees. = .

-~ States wust reQuire health plang to

make adequate provision against the xrisk

of insolvency.

) -~ States must prohibit managed care
health plans from: discriminating in
enrollment based on health status or need
for care; fraudulent enrollment and the
use of false and misleading marketing
information; and from affiliating with any
providers barred from Pederal government
contracting.
~- States must reguire that managed care
plans provide specified financial
information to the state and agree to
allow audit and inspection of boocks and
records needed for verification.

-« States may not automatically enroll
individuals who do not c¢hoose a plan into
health plans that are out of compliance

10
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" CHATRMAN*S MODIPICATIONS TO S.1795
'DIVISION B--RESTRUCTURING MEDICAID

Page - Explanatiopn of Chancge

with standards. ’
-= States must establigh sanctions
(including intermediate ganctions and
civil money penalties)for use in enforcing
" cowmpliance with the minimum standards, and
correcting failure to provide medically
necegsary serviceg that are required under
a contract with the gtate.

XX Add report language to clarify that the
' Governor may appoint the state's Drug Use
Review Committee to serve as the committee
which develops any drug formulary which

S . | wigbht be used by the gtate's Medicaid

, program.
bla 4 2dd report language to clarify that a
' gstate Vetexans Eome may require veteransg
receiving Aid and Attendance and Unusual
-Medical Expenses to contribute all but a
per diem to the cost of their care.

xx ~ Ad4d report language to clarify that the

C . definition of medical assistance includes
gervices of certaimn Christian Science.
facilitieg and organizations.

% ' Add report language to encourage states to
asgure access to pregnant women and
children to appropriate levels of basic,
specialty and subspecialty care.
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- DRAFT

~ CHAIRMAN'S MODIFICATIONS TO S. 1795

DIVISION A--REFORMING NONMEDICAL WELFARE PROGREMS

Title .Page
I 17
I 23
I 37
I 55
1 65
I 81
I 83
9°d

.Explanation of Change

In line 11, insert, "the Secretary has
found". Adds language clarifying that
the Secretary has the authority to
determine whether the State Plan
containg all the required elements

Clarifies language so that only states .
that bad an Bumergency Assistance reguest
approved in 1994 or 1995 qualify for
additional mouey in their block grant

Drops several lines of text to clarify
that the performance bonus ig based on
all the puxposes of title I and not just
ewployment

Adds the terws "average monthly“ before
"mmber of families® in Subparagraph (3)
to clarify that the calculation for pro
rata reduction of participation rates is
based on the average monthly.number of
iv-A reC1pients

Drops the phrase “Except to the extent
pecessary tc enable the State to comply .
with section 457" to correct a drafting .

-exror from H.R. ‘4 that erroneously

changed the child support assigmment
rules; the effect of the change is to
ensure that families retain the right to
all arrearageg that accrue after the
family leaves welfare

Inserts language to clarify that the
good cause exemption applies to
applicants who have cause not to

- cogperate with child support officials

Strike lines 17, 18 and insert "state
expenditures that congigt of funds

‘transferred from state program not ,

described in subclauge (1) or from ‘local
programg that are not funded by the
atates“ . o .
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I 89
1 99

I

1 114, 115
r 117
SR 119
I 125
g

T 136

1 136
T 165

Explanation of ghaggg.’

. Réename as more precise header, "Required

Replacement of Grant Fund Reductions
Caused by Penalties®

Drops the requirement that States report
information on the number of welfare
recipients who leave welfare for work;

‘thig requirement is n¢ longer necessary

because the bill does not allow States
to count welfare recipients who leave
welfare for work toward fulfilling

' participation standards

Adds the year "2001" to authorize
payments to Indian tribes that formerly
received JOBS funds, covering the length
of the TANF block grant (1996-2001)

Change "1995" to ®1996" to clarify that
waivers may be continued

Add ianguage on reductions on FTEs at
the Department of Health and Human
Services into this section

Adde State option to contract with
charitable, religious or private

- organizations to provide services to

deflnztions section

Adds transition lanquage so States would
not be entitled to both wmoney frowm
current funding vnder Title IV-A and the
new Btate entitlement program underxr ‘
Title VIIT of the Committee provision

Moves language that appeared in the
wrong order because of a printing error

Drops the word "agency" to clarify that

‘States have the option of deciding

whether the agency administering TANF, .
child support, or title XV can make good
cause determinations ,

Changes “cooperate® to "cooperation® to

make the gentence grammatically correct

Language required by CBO to ensure that
states can not obtain child care funds
from two sources simultaneously

+
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II . 1#2
1T 188
IiI 231
.,“ﬂ______ffl 241
11T | 243
IIT | ’ 244

Corrects language s¢ that the effective
date of application for benefits is

uniformly applied for individuals

gqualifying at age 65 (per Social
Security Administration).

Restores a one-time appropriation in

< H.R.4. 0f $0.3 billion to the Social

Security Administration to conduct
redeterminations and continuing
dlﬂabllity reviews required under this
bill.

' Replaces "and" with "or? to clarify that

recipients need meet either the good
cause exception or other exceptions (but
not. both) that are recognized by states

Adds the phrage “except for amounts
collected purguant to Section 464" in
Subparagraph (v) at the request of CBO
to clarify the distribution ruvles for
purposes of scoring

Drops the parenthetical material from
the subparagraph on "Pederal Share®
which was left over from previous
drafts; the material was necessary when
all the current Title IV-E programs ware
placed in a new Title IV-B; dropping the
new Title and restoring IV-E as under
current law obviated the neced for this
material; also clarifies that
rassistance” refers to foster care
maintenance payments under Title IV-E

Given the changes in Medicaid that are
contemplated as part of the welfare
reform bill, this change in the
pubparagraph on *Federal Medical
Agsistance Percentage® establishes the
Medicaid match rate on Septewber 30,
1996 for each State as the rate that.
will bhe the Federal medical assistance
percentage (FMAFP) for purposea of this
section S
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III 244 - Four changes are made to the provision
’ on gap payments {(gap payments are
payments States can make to welfare
recipients from child support
collections up to the amount of the
difference between the State standard of
" need and the State payment standard for
"AFDC): 1. the provision is made a State
option; 2. language is added to clarify
that the gap payment is paid to the
family in addition to the welfare
payment otherwise payablé to the fawmlly;
3. the word "paid® is substituted for
the word "distributed®” to be consistent
‘with Title IV-A terminology;.and 4. the
relationship between gap payments and
the hold harmlese language in
, ' : ‘ subparagraph (d) and the termination of
T ' the $50 pasgthrough is clarified

IfI 245 - - Changes the effective date of the new
- distribution rules from "July 1, 1996*
to "Cctober 1, 19967 in Subparagraph {(c)
to give States wore time to implement
the rules

Ixx ' 258 Strikes language that would eliminate

. : : the city of New Orleans from the cme-
year extension provided to Louisiana
from the requirement of single-source
distribution of child support payments

ITI 299 . Removes a stray “)” that agpeared in the
.« o « text .
CIIT 303 ‘ ' Changes the reference from ”(a)(l}" to

"{a) (1) (aA)" in Subparagraph (F) on
income withholding:; this change has the
effect of limiting the mandate on States
 to provide expedited procedures for wage
. withholding only to non-AFDC cases that
elect to participate in the child

support program
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Iitle Rage Explanation of Changs
111 - 325 Changes "1997" to "1998" under the
' effective date for "Incentive

Adjustments®; this change eliminates a
drafting oversight that had States
receiving Federal reimbursement during
fiscal year 1998 both under the current.
incentive system as well as the new
incentive gystem that will begin in
fiscal year 1999

"IIX 376 Insercts the word "to” to make the
. L ' sentence grammatically correct
I1X 380 - At the request Of the Department of

State, we changed the term "child
support" to %support® throughout this
section on international agreements;
however, we inadvertently missed one
occurrence of the term

IXI _ 468 - " EBliminates the reference to part E under
: ' *For Failure to Maintain Bffort® which
wag inadvertently left over from a
‘previous draft

v 397 - Changes the Medicaid reference from
title XXI (the Medicaid title in the
Balanced Budget vergsion of H.R. 4) to
title XV (the Medicaid title in thla
bill)

v 411 Corrects & drafting error that resulred .
- in a reference to Just part B of titie
IV instead of to both part B and part E

XX 7690 : Changes the wording of the provision to

i clarify that in Statesg in which the
Governor previously had exclusive
.control over Pederal block grant funds,
State legislatures now would share
contrael through the appropriations
process, However, States would continue
te spend Federal funds in &ccord with
Federal law

XTI 768 ' Adds the provision that nothing in

: ' Federal law prevents States from tegting
welfare recipiente for use of contrclled
substances .
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Title Rage Expzagazggnﬁgt*gnangs |
X1 774 ° .- Clarifies the correct lev&ls of funding
| ’ . for SSBG as follows.

1996: $2,381,000,000
1997 2,380,000, 000

1998-2002:  $2,240,000,000

DIVISION B--RESTRUCTURING MEDICAID

T e 778 B - Line 19, insert ", using the methodology
' : , provxded for detemmining eligibmlity for-
paywent’ of supplemental security income
‘henefits under title XVI® after "whaoV.

778 Line 21, strike °the payment of
' supplemental security  income benefits
’ - under Title XVI" and insert "payment of
. ‘ such benefits"

778 o " Line 24, insert ", using the methodology
provided for determining eligibility for =
payment of supplemental security income
benefits under title XVI® after “who®.

779 Line 1, strike "the payment of
o ‘ supplemantal security income benefits
under title XVIY and insert "payment of
such benefits”®.

779 A Line 11, insert *," after incowme and
delete "and®; after regource, insert =,
‘ and eligibility®. A
783 . Lines 18, 20 and 25, insert *,* after
X income and delete "and®; after resource,
, ingert ¥, and eligibility'.
784 . "Line 14, insert *,Y after incoms and
B delete “andﬂ« aﬁter regource, insert -,
and eligibility".

785 " ‘Lines 5, 7, and 9, insert n N after .
incowe and delete "ang®; after resource,
ingert *, and eligibility®.
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Clirtle Rage

78%

787
789

791

797

8§32

832

i’

850

- 859

© Line 12, strike "March" and insert

"May®.
Line 3, indent the heading

. Line 4, insert a closing parenthesis

after "(5)".

f'Line 17, strmke "under* and insert‘

"over”.

' Strike line 7 and all that follows
‘through "and" on line 9 as unnecessary

After line 15, insert the following:
"The administrative procedure under
subparagraph. (A) shall include imparcial
decision makers and a fair process and
timely decisions®.

Line 4, insert "AND JUDICIAL" after

U ADMINISTRATIVEY.

Line 24, strike “for a fiscal year" and
ingert "for fiscal year 1997 is 126.98
percent and for a subsequent fiscal

‘year®.
Lines 4 and 10, strxke "(D)F and "(E)a

and insert "(BE)" and “(F)",
respectively.
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‘Title Page = = Explanation of Chanae
859' © after line 3, iasert the followingAﬁew

subparagraph (and redesignate the
succeedxng subparagraphs accord;ngly)

“(D) FLOORS AND CEILINGS ON PROGRAM

NEED. -

‘ (i) IN GENERAL - In no case -
-shall the value of the program need for
‘a State for a fiscal year be less than
90 percent, or be more than 11§ percent,
of the program need based on national
‘averagee {determined under clause {ii))
for that State for the fiscal year.

, : {ii) PROGRAM NEED BASED ON
NATIONAL AVERAGES . -For purposes of
clause (i), the 'program need based on
national average'® for a fiscal year is
equal to the sum of the product (for .

" each of the population groups) of the
following 2 factors (for that group,
' year, and State or District):
. (I) WEIGHTING FACTOR FOR
GROUP, -The weighting factor for the
group {described in subparagraph

{C} (1)), A

‘ - . {I1)TOTAL NUMBER OF NEEDY IN
STATE -For all groups, the average

. annual number of residents in poverty in
each State or District (as defined in
V‘suhgaragraph (C)(ll)(I))

o (III) HATIGNAL PRQPOH?ION OF
- NBEDY IN GROUP.-The proportion, of all
- - individualg who received medical
- agsistance under this title in all of :
the States and the District in all such
‘ groups,'thatiwere individuals in such

861 . Line- 9, strike "{2) (A}“ and insert ‘
. . “(2)(0)(113(1)“
871 - Line 2, delete 'the percent&ge by whzch“

.and insert "the number of percentage
points by which®.

933 : - Lines 12 -and zo,vstrike "1507" and
< ‘ insert "1508°. ~
108% : Line 21, insert after drug ". 1nc1uding

a biological product ‘or insulin,®.
‘ . ‘ ‘

g1 °d - '
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i

1093 .

1100

1100

, . ‘
Line 16 strike "suhparagrapn {C) or (D)
of pafagraph ()" and insert “paragraph
(2) (D) "

Conform new Title XV to Secretary 8
walver authority in Section 1115 of the

- Bocdial Security Act.
“TRANSFER. OF CERTIFYING AUTHORITY FOR

CHRISTIAN SCIBNCE FACILITIES--Amend .
sections 1902(a) and 1908 (e) (1) of Title.
XIX of the Social Security Act by : '
striking "The First Church of Christ,
Scientigt, Boston, Massachusetts,” and
inserting "The Commission for
Accreditation of Christian Science
Nursing Organizations/Facilities, Inc."
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