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FROM' : Diana Fortuﬁ%égyﬂ : N
*  Domestic Pol Council - »%§UJ
SUBJECT: ‘Status of (I1linois Medicaid )Waiver in
, « : Preparation for Chicago trip
DATE: .  February 14, 1995

The purpose of this memo is to brief you on the status of

-Il1lineis's request for a3 Medicaid waiver in advance of your trip

to Chicago.

The state submitted a waiver request to HHS and the Health Care
Financing Adminigstration on September 15, 1994. The 120th day
was January 13. The plan, entitled "Medi-Plan Plus," would.
require most Medicaid recipients to join managed care plans.

‘Negotiations on the waiver are nearing conclusion, and approval

. should be announced in the next two to three weeks. Secretary

Shalala called the Governor last Friday to reassure him that the

‘process is going very well, although she did not indicate that o g
-approval was a certalnty.

Governor Edgar has been very anxious to secure approval, in large
part because his budget assumes savings from the implementation
of managed care. - Also, the state's bond rating was recently
downgrzded, and the rating agency pointed to problems in the
Medicaid. program as part of the rationale.

"Illinois has a very troubled Medicaid program. In the past, it ~

has tried to cope with.cash shortfalls by simply not paying bills
for months. at a time. There is also a long history of quality
problems in the program. Ag a result, many are skeptical that
the state can successfully mount such an ambitious managed care
program.

Sister Sheila Lyne, head of the city of Chicago's health
department, has written HHS to express her concern that the
waiver could hurt quality of and access to care because of the
state's poor track record. She is also concerned that clinics
Tun by the city could be hurt in the changeover. HHS officials
are meeting with her next week. The Illinois Primary Care
Assoc1aV1on, which represents federally qualified health centers,
strongly opposes the waiver because of concerns about whether
FQHCs can compete in managed care. (In most states where we have
approved Medicaid waivers, the FQHC association has opposed it on
these grounds, and the National Association of Community Health
Centers is suing us on this issue.) They are also concerned that

!
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the state will direct most of the business to the Chicago HMO
which has strong Republican ties. '

' Illinois' plan differs from other major Medicaid waivers we have
approved in that the expansion.of Medicaid coverage to new
populations is very small (only a few thousand people). However, -
HCFA was ultimately persuaded that the State's fiscal problems
are such that a coverage expansion was not affordable. HCFA
also argued that the state should have applied for a 1915(b)

- wailver rather than an 1115 waiver, since enrollment in managed
care can be accomplished through the former, and the only
advantage of an 1115 waiver is to avoid the tougher quality
standards in an 1915(b) waiver. The state ultimately compromised
and agreed to meet the more gstringent 1915(b) quality standards
for clients outside of Cook County -

‘At the begznnxng of the process there was sxgnificant tension
betweein the State and HCFA over the ambitious timeline the State
wanted to follow. When the state submitted its proposal, it was

- sbout to issue a request for proposals to identify liKely
providers in time for an April start-up, but HCFA instructed the
state {0 wait for Federal approval before doing so. This .

\exchange was covered extensively by the press at the time. The .
initial stories were critical of the Federal government's delay
of the program, but the coverage shifted within a week or two and
then criticized Governor Edgar for trying to move too fast.

There were editorials favorable to HCFA in the Chicago Tribune
and in the Sun-Times. More recently, the Governor has again
criticized HCFA for delays, but the coverage has again suggested
that Federal caution is prudent. , :

cc: Carol Rasco P o S N
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¥rom: Bruce Viadeck
Bubject: Kentucky

After a meeting at the White House earlier this afternoom, the
Becyotiary celled Governor Jones and told him that she was prepared
to approve his single-consortium plan, provided they could satisf nx :
us that the choice of providers within the plan was substantive and
real, 1n addition to requiring real and substantive access and
quality protections. What this means is that we have the
opportunity to ask the sState to really operationalize bene shoice
of provider, boeth at inftial enrollment and . perjodieally
thereatter, and we are free to be as demanding as we wish to be
in terms of the kinds of information the benes must have, the
frequency of choicve, education about choices, etec. In addition,
the Governor hazs agreed that all public discussion of this plan
will talk about it in terms aof nultiple providar choice ‘wndexr &
single network umbrella.

The Seurstary told the governor that our stafg vould be in touch
with his Monday morning. 6he also expressed a desire to come to
olosure next week. - Lu or a menber of hey staff ghould call the
centact person in xentucky on Monday

Iet ne know if anyone has amy questicns or needs any further
clarlx‘ieation. :

‘P.B. fThe Governor also agreed to a T&C that any savings fxom
‘managod care under the. wa,wer could only ha used for coverage

expansions.

TOTAL P.B1
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THE WHITE HOUSE
- . o WASHINGTON

September 7, 1995

MEMORANDUM FOR HAROLD ICKES

FROM: ' CAROL H. RASCOCA>2””

DIANA FORTUNA

Subject: ' Medicaid Waivers nd Worker Protections

I. Jennifer’s Memo to Harold

As to paragraph three where Sec. Reich’s argument is stated about
a changed NGA: that won’t hold water with the governors. NGA
works in a way such that the governors who were the lead ‘
negotiators on this agreement in 1993 are still in NGA, are now
the leadership from both polltlcal partles I can’'t stress
.enough how important this factor is. ‘ C :

II. HHS/LABOR Memo “

In general: Option two is the option that most clearly respects
the agreements negotiated with the governors at the direction of
the President. Option three opens the door to all kinds of
groups that will want to be included in the mandate to be shown
. as included in the waiver development process which will lead to
excessive (as perceived by the states) regulation of the waiver
process which in 1tself is supposed to.be a relief from
regulation. :

In the introduction and background sections the memo does not
always present both sides of the argument.  On page 2 of the
memo, the list of reasons why hospltals serving poor people are
not attractive to HMOs does not mention the fact that these
hospitals do have some advantages that often make them essential
partners for HMOs coming in to seek Medicaid business. This is
because they are often the only hospitals in these neighborhoods
and the populatlcns are accustomed to gettlng health care there

Last paragraph on page 2, 5th line: It is not clear what the
phrase "and other indigent persons" means. The uninsured are not.
belng enrolled in managed care.

First bullet on page 3: replace "are likely to" with "will";
Medicaid will not cover -all the medically indigent.

On page 4, add to the "pros" under Option 1: HCFA can and
already does to some extent address the concerns of: essential
community provider hospitals in its waiver review process,
through its emphasis on assuring access and quality.

Also, the cons should point out that the Governors would object
to the argument that they would not consider these issues on
their own (although the unions would respond that many Republican
Governors really don’'t care about their workers).



" THE WHITE HOUSE

WASHINGTON

September 7, 1995

' SEP - _
MEMORANDUM FOR THE PRESIDENT 7 1995
CcC: LEON PANETTA |
- CAROL RASCO ;

FROM: Harold_-Ickes 5]

SUBJECT: | Medicaid waivers and worker protections

On 11 August 1995, you met with Gerald McEntee, International President of American
Federation of State, County, and Mumclpal Employeés, AFL-CIO ("AFSCME") on a

" number of issues including one that he is very concerned about -- the adverse affect on -
employees of medicaid waivers being granted by the Administration. The short of his brief
was that medicaid-waivers should not be approved by the Administration absent their
‘containing adequate protection for current employees.

Both Mr. McEntee and John Sweeney, International President of Service Employees
International Union, AFL-CIO ("SEIU"), have met several times jointly with Secretary
Shalala, Secretary Reich, and others, as well as myself, to discuss this issue. The
membership of both unions, which are staunch supporters of this Administration, have a
large number of healthcare workers. At my request, HHS and Labor have discussed a °
number of alternative solutions to this situation and have prepared a draft memorandum with
4 alternatives, the first of one is do nothing more than is being done now. Attached is a self-
explanatory 16 August 1995 memorandum to me from Jennifer O’Connor regarding -
"medicaicd waivers and worker protections” and a 7 page draft memorandum discussing the
problem and describing 4 options.

This has long been a festering problem with both. of the umons and as things stand is not
hkely to go away

Let’s dlSCUSS at your convenience.



August 16, 1995

MEMORANDUM FOR HAROLD ICKES

FROM: = JENNIFEROCONNOR w*o

SUBJECT: ‘ MEDICAID WAIVERS AND WORKER PROTECTIONS

Attached is a memorandum from the Department of Health and Human Services, produced
with input from the Department of Labor, which addresses options for ¢hanging the current
Medicaid waiver approval process so that worker protection issues are taken into account. It
describes four options for addressing the effects of Medicaid waivers on health care
employees: 1) do nothing; 2) strongly encourage states during the waiver process to
implement budget neutral transitional assistance; 3) require states to show that employees are
included in the waiver planning process and to show how the reforms will affect the hospital
workforce, and/or-to show how they will address those effects; 4) develop a transition
assistance program by either requiring states to assist employees or by furnishing federal
funds to assist employees ~

The memorandum discusses the pros and cons of each optibn. Secretary Shalala prefers
option 2 and the pros and cons to that section explain her preference.

Secretary Reich prefers option 3, which he thinks should be even stronger than currently
worded in the attached memorandum. He recommends requiring states to: 1) show employees
- were included in the waiver planning process, 2) show how reforms will affect employees and
3) show how they will address those effects. He comments that option 4 costs money, which
AFSCME has not asked for and option 2 will not satisfy AFSCME and will be perceived to
be a decision to do nothing He also thinks the argument that option 3 represents a breaking
of the President's 1993 commitment to the National Governor's Association (NGA) is flawed
because the 1993 NGA was an entirely different group of governors, most of whom were
Democrats; the Secretary comments that the political landscape is so changed that we can
legitimately change our policy.



Introduction

Ongoing efforts by private sector payers to control health care costs have led to large- scale
dislocations in the employment of health care workers. These painful effects in the labor
market may be exacerbated by current and potential federal government actions, including
Medicaid waivers granted to states implementing aggressive managed care programs and
probable congressional budget cuts to the Medicare and.Medicaid programs. In combina-
tion, these private and public sector actions may dislocate hundreds of thousands of health
_care workers by the end of the decade, especually in hospltals

Traditionally', when the federal government's actions ha\'fe been expeéted 1o cause
dislocations even of relatively smali groups of workers, lébor‘ protection provisions have
been implemented to assist dislocated workers. In at least 27 different federal statutes,
various types of assistance intended to alleviate adverse employment effects caused by
direct federal action or by other causes have been enacted. Industries in which workers
have received such protections have included railroads, airlines, public transit, mining,
communications, and mental health. Recently, the President proposed similar steps.for._.
26,000-36,000workers affected- by the terms of the Forest Summit. In fact, notable by
-its absence is the broad health care sector which has one of every twelve jobs in the
United States. ' ‘

Indeed, the Health Security Act {HSA) proposed significant labor protections to redress the
effects on workers that would have resulted had the HSA been enacted. Yet, with the
failure of Congress to enact the HSA, the federal government has not provided meaningful
protections for health care workers who will lose their jobs in the coming months and
years.

During negohatnons w«th states seeking Medicaid demonstratlon waivers, are there any
steps the Department of Health and. Human Services should take to address these trends?
' Should statutory authonty be sought for health workforce protections?

Background

'

Reducing cost growth i |s generally one of the major goals of states pursumg Medicaid
demonstration waivers'. A principle technique is to. require’ managed care enroliment
{e.g., HMOs} by current Medicaid beneficiaries and others brought into the program
through expanded Medicaid eligibility (typically low-income and indigent persons). Private
HMOs that contract with the state to enroll and manage care for these beneficiaries lower
their costs by reducing their use of high-cost health services, and by substituting

1. States use two types.of waivers to enroll Medicaid beneficiaries in mandatory managed care programs. Under Section
1115 of the Social Security Act, the Department has broad authority to permit States to implement demonstration projects
to test variations to Medicaid policies, including enrolling people into managed care as long as the change is “consistent with
the purposes of the Social Security Act.” Second, under Section 1915(b}, States may require Medicaid recipients to enroll in
mandatory managed care programs if the programs meet statutorily established criteria for quality, access and cost-.
containment. To date, although most public attention has been. focussed on 1115 waivers, most.of the expansion of
‘Medicaid man aged care has been achieved through 1915(b) waivers. The Administration has supported automatic approval
“of 1915(b) waivers.

1=



preventive and primary care services. And they steer these public‘enro“ees to contracting
providers the HMOs believe will help achieve these reductions. This pattern mirrors what
private employers hire HMOs to accomplish. Hospital ir’\patient and outpatient costs

- account for about 35-40% of Medicaid ‘costs, making them an obvious target for HMO
cost-cutting. : .

Hospitals compete for HMO contracts substantially on the basis of costs. To position
themselves to compete, hospitals are seeking increased productivity and efficiency by,
among other steps, cutting labor costs {estimated at 60% of hospital costs): they do this
by removing and consolidating staffing layers; reducing numbers of semi-skilled and
unskilled workers and substituting a smaller number of skilled persons who can be cross-

trained for several jobs; automating; and switching to more part-time and as-needed’
staffing arrangements. . The restructuring of the health care delivery system may result in
the elimination, nationally, of 500,000 hospital jobs {many in urban areas) by the end of
the decade; some congressional proposals for cutting Medicaid and Medicare could

. accelerate this dislocation. An estimated 80 percent of the most vuinerable jobs are. held,
by women, and 20 percent are held by African- Amencans :

Public hospitals, and nonproflt hospltals which serve srmrlar roles in their communities, are
in an especially poor position té6 secure managed care contracts. In general private HMOs
do not find these pubhcly-onented hospitals to be hlgh!y desirable business partners
because: :

- their physical plants are often outdated, deterioréting,Aand located in areas that are
undesirable to and at some“distance from the HMO's private sector enrollees;

- the community continues to expect the hospitals to perform other public missions’
{e.g., care for violent trauma, the homeless, the mentally ill/substance abusers,
illegal aliens, and people remaining uninsured) for which they are generally
underpaid (hence, requiring cross subsidies);

- their historic mission as advocates for the poor may make them undependable
agents for reducing costs by reducing utilization of inpatient, dragnostlc and
speciaity clinic services; -

-- their.resources are often insufficient to finance change‘s necessary to enhance
efficiency, overcome physical deterioration, and update technological capacity; and

- any plan to change’ these mstrtutlons is likely to mvolve local government and the
public, and, therefore, is apt to be contentious and take a long time for approval.

Representatives of the Americah Federation of State, C0unty and Municipal Employees
(AFSME) and the Service Employees’ International Union (SEIU) are raising deep concerns
to top officials in DOL, HHS and the White House about the effect of Medicaid
demonstrations upon their members. In particular, they are concerned that rapid
enroliment of Medicaid recipients {and other indigent persons) in mandatory managed care
programs, and the redirection of public funds away from hospitals and into capitation
payments tc HMOs, will undermine the financial viability of certain "safety net” inner city
providers (particularly publip, although including many non-profit hospitals) which rely
-heavily upon Medicaid reimbursement and other public funding.

-2-



Since the beginning of the Administration, in response to governors’ longstanding
criticisms of the slow pace and inflexibility of HHS's waiver review process, HHS has
implemented a streamlined review process and has committed itself to according the states
broad design flexibility, policies reinforced publicly on numerous occasions by the
President. (Iin 1994, guidelines reflecting these policies -- and expanded state public notice
requirements -- were published in the Federal Register.) Governors of both parties are
likely to react negatively to any Administration change iin policy which would reduce state -
flexibility and, in their view, further micro-manage state affairs, by requiring that special
consideration be given in demonstrations to these “"essential community providers" or,
more directly, to the employees of those institutions. '

Discussion

Public and public service-oriented non-profit hospitals lie at the intersection of two
important concerns: (1) the jobs of their employees and (2) the access. of low-income. .
people to needed health services. Historically, these institutions have prov:ded mpatsent

- and clinic services in areas which other institutions and individual providers have chosen to
avoid, have often provided services which other facilities have considered insufficiently
profitable, and have provided costly services to people who could not pay. Indeed, other
facilities often transfer patients to these public and nonprofit hospitals.

Furthermore, these institutions will continue to play an important role even as the heaith
system is reshaped by states’ managed care demonstration programs:

o  Substantial numbers of poor persons are likely to remain ineligible for even
expanded state Medicaid programs; some clients will cycle in and out of eligibility;
some needed services will not be covered by the managed care plans; and some
HMOs' providers will not be within acceptable access. The result will be a
continuing indigent health care burden. But with reduced loads of paying patients
and probable caps on or absolute reductions in disproportionate share (DSH)
payments, the resources available to public hospitals will be even more limited than
in the current climate. 5 :

o  The number of care-managing physicians and primary care providers may prove
inadequate to successfully implement state managed care programs. During the
time period in which primary care capacity is developed, public hospitals and their
outpatient clinics offer important "safety valve" access.

o . The success of states’ managed care efforts is not assured. If, for example, public
revenues do not grow enough to sustain a capitation rate sufficiently high to attract
private HMO and provider participation, and the program is pared back in eligibility
or covered benefits, a public sector fail-safe mechanism will be important.

These considerations suggest that the federal government may have a continuing strong
interest in how, in the context of their Medicaid demonstrations, states propose to take
account of the special needs and contributions of institutions that have been serving large
numbers of public benefsctanes



Preserving these institutions may also assist in the protection and transition of many of
their workers who would be at particular risk of harm from changes in the health care
market. In the long run, however, while workforce reductions can be ameliorated or

- delayed, jobs will certainly be lost in hospitals, and possnb!y even more broadly across ‘the
health care sector.

In considering alternatives for addressing the effects of Medicaid waivers on "safety net"
providers and/or their employees, the federal government confronts a broad spectrum of
options. At one end, HHS could ¢ontinue permitting States broad flexibility which allow

them to choose whether to stand aside from shake-outs in the hospital sector caused by
the Medicaid demonstration and take no special steps with respect to these hospital

" providers or their workers. At the other end, HHS could require states to address directly
the workforce effects of their waivers by developing and funding retraining programs for
dispiaced ‘workers, and/or statutory authority could be sought for any of a range of
measures related to income maintenance, Job training, or employer-based protections.
Between these poles lie a range of Federal, State and employer measures to address the
transitional needs of public service institutions and thelr_ health care workers.

Option 1: Leave unchanged the current breadth of state Medicaid demonstration
“ flexibility and current HHS waiver review practice of leaving health service ,
system redesign (and treatment of public-oriented hospstals) to state initiative
- within the broad reqmrement of * adequate access. ‘

Pros: 0 . = Consistent with commitment to maximum state flexibility.

o Keeps the federal government out of state provider payment negotiations,
and relationships between state and local:.governments.

o, Puts maximum pressure on the public hospitals to enter a frank reappraisal of
i their needs to reform, and enter an open dialogue with the state on this
© matter. »
Cons: 0 ' - Can result in precipitous and wrenching fiscal adjustments to public hospitals

as their funds and their traditional clients are abruptly rechanneled to
managed. care provnders o ;

o] Provides no relief to.at-risk public hospital workers.

o, 'May ‘mean the federal government will be drawn into participating publicly to
bail out safety net public hospitals after the waiver has begun (e.g., recent
dispute over Tennéssee’s payments to the public hospital in ‘Memphis}).

Option 2: Call each waiver-requesting state’s attentlon to the special curcumstances of
: public hospatals and public beneficiary- serving non-profit hospitals, and
- strongly encourage states to implement some form of budget neutral
transitional assistance for safety net providers.



In pre-submission consultations with states, a stage at which states are customarily
seeking reactions and alternatives, HHS could signal to states its interest in safety net
providers during waiver negotiations, with the goal of securing protections. Examples
could include extra state payments (e.g., from special funding pools} for safety net
hospitals during a transitional period; assistance to safety net providers in becoming HMO
contract providers; where states assign beneficiaries who fail to select a managed care
plan, inclusion of safety net providers among assignment entities; and enhanced payments
for safety net providers that serve members of managed care plans. “

. . R - . \ .
Pros: ¢ Eases transition pressure on beneficiary access in under-served areas.

o - May indirectly assist the workers of these,institutions.
0 Provides an opportunity for public’ hospltals to arrange an orderly transforma-

“tion of missions and performance- S "

o

o Emphasmes that federal interest is in dellvery system integrity, benefucaary
access and orderly change.

o} Consistent with HCFA's recent waiver-related negotiations with states (e.g.,
Massachusetts, lllinois, Tennessee) over public hospitals.

: . ;
Consistent with Administration’s position in Health. Security Act.

. e e e

[o]
Cons: o May be seen and characterized as a breach of HHS’s commitment to greater
‘ 'state flexibility in Medicaid demonstrations.

e Eases pressures on pubhc hospitals to move vigorously in reforming their
missions and performance; delays can. result in continued inefficiencies and
unnecessary costs.

o) Could meet with Congressional resistance.,
o] Will not provide explicit response to concerns of at-risk workers.
« , ﬁ o
Option 3:  As part of the waiver negotiation process,EHHS could require that states

show that hospital employees were included in demonstration planning
discussions, describe how the reforms can be expected to affect the hospital
workforce, and!or discuss how states intend to take account of those
‘affects.

Examples of steps that States might take could mclude tnclusnon of employees on waiver
planning and advisory councils; analysis in the proposal of expected workforce impact
‘data; explicit inclusion of health system worker complaints and questions in "hotline”
analyses; and inclusion of workers on post-implementation quality review and feedback-
and-correction work groups.



Pros: o©

Cons: o

Option 4:

aa:

Pros: o

Cons: o

Responds speciﬁcally to at-risk workers’ interests.

" Could require no additional federal costs by defmmg any reiated costs as

fallmg within walver budget neutrality requnrements

Would be consistent with the Secretary’s March letter to the Governor of -
New York reflecting concerns about public providers and their workforces.

Would provide workers and their representatives with a seat at the table
from which to seek substantive waiver protections.

i

"~ Would not be an unfunded mandate. !

Will be seen by states as:

- a serious breach of HHS's commitment to greater state flexubmty in
walver reform deS|gn -

- raising issues outside the scope of the Medicaid program.

- requiring their intervention in labor-management relationships between
local governments and workers.

Will be interpreted as federal micro-management.

Could open the door to other entities {e.g., medicgl schools, specialized
hospitals, specialist physicians) lobbying for protections.

Would likely meet Congressional resistance.

Develop a program of assistance for these diélocated hospital workers.

Explicitly require that states provide for assistance. For example, states

might impose requirements on the hospitals including advance notice of

layoff, preferential call-back, and retention of seniority and fringe benefits.

- Alternatively, states might be required to dlrectly finance worker assistance

programs.

Responds. directly to workers’ needs under ibroadescale reforms,

Could keep retraining costs outside of the waiver budget neutrality limits
{thus not diminishing funds available for beneﬂciary services).

Same as Option 3; plus, without federal fmancmg, will be charactenzed as
an unfunded federal mandate



Pros:

Cons:

&

i
i
i
;
[

Directly furnish federal assistance to dislocated hospital workers. Steps
which might be taken by the Federal Government could include obtaining
statutory authority for special unemployment insurance compensation,
worker training and retraining assistance, job search and income guarantees.

Responds directly to unions’ proposals.
Can be undertaken in combination with other options.

s _
With federal financing, avoids "unfunded mandates" objections.

Same as Option 3, plus would necessitaté either finding offsetting budgetary

savings or justifying added costs. ‘ .

Could be difficult to restrict to workers from hospitals serving large numbers
of public beneficiaries.

NN



EXECUTIVE : "YHE PRESIDENT.

.

07-Sep-1995 02:40pm

-TO: - carol H. Rasco ' ' )

FROM:  Diana M. Fortuna
' Domestic Policy Council

SUBJECT: Comments on labor memo

Carol: .I certainly agree with your comments, and would add the
follcwihg if you think it’'s appropriate. I have attached my
comments to your memo to.use or delete as you think appropriate.
In the introduction and background sections, the memo does not
always present both sides of the argument. On page.2 of the
memo, the list of reasons why hospitals serving poor people are
not attractive to HMOs does not mention the fact that these
hospitals do have some advantages that often make them essential
partners for HMOs coming in to seek Medicaid business. This is
because they are often the only hospitals in these neighborhoods
~and the populations are accustomed to getting health care there.

Last paragraph on page\z, 5th line: It is not clear what/the -
phrase “"and other indigent persons"‘means.f The uninsured are not”
belng enrolled in managed care. :

First ‘bullet on .page 3: replace "are likely to" with "will";
Medicaid will not cover all the medically indigent.

On page 4, add to the "pros" under Option 1: HCFA can and

already does to some extent address the concerns of essential -~ = . .
community provider hospltals in its waiver rev;ew process, ‘
through its emphasis on assurxng‘access and quality.

Also, the cons should point out that the Govérhors would cbject
to the argument that they would not consider these issues on.
their own {although the unions would respond that many Republlcan
Governors really don t care about their workers)

—




Jennxfer. &52%?. A , :
j. As to paragraph three lnw mo, where aye@outlinej; Sec. Reich’s

argument about a changed NGA...that old water with the

governors. NGA works in a way such that the gbvernors who were

the lead‘negotiators on this agreement are still in NGA, are the
. leadership from both political parties. I can’t stress enough

how important this factor is. | . :
P~ un |

pticn three opens the door to all kinds of groups that will want
to be included in the mandate to be shown as included in the
waiver development process which will lead to excessive (as
perceived by the states) regulation of the waiver process which
in itself is supposed to be a relief from regulation.

lOption tWo is the option that most clearly respects the
agreements negotiated with the governors at the direction of the
President.

[
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THE WHITE HOUSE

3
‘WASHINGTON | oFP - \ «
August 31, 1995 |
MEMORANDUM FOR CAROL RASCO L
DIANA FORTUNA \’\1/3 |
FROM: JENNIFER O’CONNOQ\ -

SUBJECT: ' MEDICAID WAIVERS AND WORKER PROTECTIONS

CC: HAROLD ICKES

The Departments of Health and Human Services and Labor worked together on proposals to
address worker protection issues in the waiver process. Attached is the document they
produced, along with a note form me summarizing Secretary Reich's additions which did not.
make it into the memorandum. Harold would appreciate any comments you have on the.
proposals. He would like to share your views,along with :the attached, with the President.



August 16, 1995

MEMORANDUM FOR HAROLD ICKES

FROM: JENNIFER O'CONNOR W‘D

' SUBJECT: : MEDICAID WAIVERS AND WORKER PROTECTIONS

Attached is a memorandum from the Department of Health and Human Services, produced
with input from the Department of Labor, which addresses options for changing the current
~ Medicaid waiver approval process so that worker protection issues are taken into account, It
describes four options for addressing the effects of Medicaid waivers on health care
employees: 1) do nothing; 2) strongly encourage states during the waiver process to
implement budget neutral transitional assistance; 3) require states to show that employees are
‘included in the waiver planning process and to show how the reforms will affect the hospital
workforce, and/or to show how they will address those effects; 4) develop a transition
assistance program by either requiring states to assist employees or by furnishing federal
funds to assist employees. :

The memorandum discusses the pros and cons of each optlon Secretary Shalala prefers
option 2 and the pros and cons to that section explain her preference

Secretary Reich prefers option 3, which he thinks should be even stronger than currently
worded in the attached memorandum. He recommends requiring states to: 1) show employees
were included in the waiver planning process, 2) show how reforms will affect employees and
3) show how they will address those effects. He comments that option 4 costs money, which
AFSCME has not asked for; and option 2 will not satisfy; AFSCME and will be perceived to
be a decision to do nothing. He also thinks the argument that option 3 represents a breaking
of the President's 1993 commitment to the National Governor's Association (NGA) is flawed
because the 1993 NGA was an entirely different group of governors, most of whom were
Democrats; the Secretary comments that the political landscape is so changed that we can
legitimately change our pollcy



Introduction

Ongoing efforts by private sector payers to control health care costs have led to large-scale
dislocations in the employment of health care workers. These painful effects in the labor
market may be exacerbated by current and potential federal government actions, including.
Medicaid waivers granted to states implementing aggressive managed care programs and
probable congressional budget cuts to the Medicare and Medicaid programs. In combina-
tion, these private and public sector actions may dislocate hundreds of thousands of heaIth
care workers by the end of the decade, especially in hospitals.

Traditionally, when the federal government’s actions have been expected to cause
-dislocations even of relatively small groups of workers, labor protection provisions have
been implemented to assist dislocated workers. In at leiast 27 different federal statutes,
various types of assistance intended to alieviate adverse employment effects caused by
direct federal action or by other causes have been enacted. 'Industries in which workers
‘have received such protections have included railroads, 'airlines, public transit, mining,
communications, and mental health. Recently, the President proposed similar steps for
26,000-36,000workers affected by the terms of the Forest Summit. In fact, notable by
its absence is the broad health care sector which has one of every twelve jobs in the
United Staies.

Indeed, the Health Security Act (HSA} proposed significant labor protections to redress the
effects on workers that would have resulted had the HSA been enacted. Yet, with the
failure of Congress to enact the HSA, the federal government has not provided meaningful
protections for health care workers who will lose their jObS in the coming months and
‘years. ;

Issues

During negotiations with states seeking Medicaid demonstration waivers, are there any
steps the Department of Health and Human Services should take to address these trends?
Should statutory authority be sought for health workforce protections?

. } .

Background o ‘ |

Reducing cost growth is generally one of the major goals of states pursuing Medicaid
demonstration waivers'. A principle technique is to require managed care enroliment
{e.g., HMOs)} by current Medicaid beneficiaries and others brought into the program
through expanded Medicaid eligibility {typically low-income and indigent persons). Private
HMOs that contract with the state to enroll and manage care for these beneficiaries lower
their costs by reducing their use of high-cost health services, and by substituting

1. States use two types of waivers to enroll Medicaid beneficiaries in mandatory managed care p%ograms Under Section
1115 of the Social Security Act, the Department has broad authority to permit States to implement demonstration projects
to test variations to Medicaid policies, including enrolling. people into managed care as long as the change is "consistent with
the purposes of the Scocial Security Act.™ Second, under Section 1915(b}, States may require Medicaid recipients to enroll in
mandatory managed care programs if the programs meet statutorily established criteria for quality, access and cost-
containment. To date, although most public attention has been focussed on 1115 waivers, most of the expansion of
Medncand managed care has been achieved through 1915(b} waivers. The Admmnstrat!on has supported automatic approval
of 1915(b} waivers.

-1-



preventive and primary care services. And they steer these public enrollees to contracting
providers the HMOs believe will help achieve these reductions. This pattern mirrors what
private employers hire HMOs to accomplish. Hospital inpatient and outpatient costs
account for about 35-40% of Medicaid costs making them an obvious target for HMO
cost-cutting.

Hospitals compete for HMO contracts substantially on the basis of costs. To position
themselves to compete, hospitals are-seeking increased productivity and efficiency by,
among other steps, cutting labor costs (estimated at 60% of hospital costs): they do this
by.removing and consolidating staffing layers; reducing numbers of semi-skilled and
unskilled workers and substituting a smaller number of skilled persons who can be cross-
trained for several jobs; automating; and. switching to more part-time and as-needed
staffing arrangements. The restructuring of the health care delivery system may result in
the elimination, nationally, of 500,000 hospital jobs {(many in urban areas) by the end of
the decade;.some congressional proposals for cutting Medicaid and Medicare could
accelerate this dislocation. An estimated 80 percent of the most vulnerable Jobs are held
by women, and 20 percent are held by African- Amerncans

Public hospitals, and nonprofit hospitals which serve similar roles in their communities, are
in an especially poor position to secure managed care contracts. In general, private HMOs
do not find these publicly-oriented hospitals to be h|gh|y desirable business partners
because

- their physical plants are often outdated, 'deteriofating, and located in areas that are
undesirable to and at some distance from the HMO'’s private sector enrollees;

-- the community continues to expect the hospitals’'to perform other public missions
(e.g., care for violent trauma, the homeless, the mentally ill/substance abusers,
illegal aliens, and people remaining uninsured) for which they are generally
underpaid (hence, requiring cross subsidies);

-- their historic mission as advocates for the poor may make them undependable
agents for reducing costs by reducing utilization of inpatient, diagnostic and
specialty clinic services; ‘

- their resources are often insufficient to finance changes necessary to enhance:
efficiency, overcome physical deterioration, and l:deate technological capacity; and

- any plan to change these institutions is likely to involve local government and the
public, and, therefore, is apt to be contentious and take a long time for approval.

Representatives of the American Federation of State, County and Municipal Employees
(AFSME) and the Service Employees’ International Union (SEIU) are raising deep concerns
to top officials in DOL, HHS and the White House about;the effect of Medicaid :
demonstrations upon their members. In partlcular they jare concerned that rapid
enrollment of Medicaid recipients (and other indigent persons) in mandatory managed care
programs, and the redirection of public funds away from hospitals and into capitation
payments to HMOs, will undermine the financial Vlablllty of certain "safety net" inner city
‘providers (particularly public, although including many non-profit hospitals) which rely
heavily upon Medicaid reimbursement and other public fpndl.ng

-2



Since the beginning of the Administration, in response to governors’ longstanding
criticisms of the slow pace and inflexibility of HHS's waiver review process, HHS has
implemented a streamlined review process and has committed itself to according the states
broad design flexibility, policies reinforced publicly on numerous occasions by the
President. (In 1994, guidelines reflecting these policies -- and expanded state public notice
requiremerits -- were published in the Federal Register.) Governors of both parties are

likely to react negatively to any Administration change in policy which would reduce state
flexibility and, in their view, further micro-manage state affairs, by requiring that special
consideration be given in demonstrations to these ' essent|a| commumty providers" or,
more directly, to the employees of those institutions.

Discussion o
1
Public and public service-oriented non-profit hospitalé Iia at the intersection of two
important concerns: (1} the jobs of their employees and (2) the access of low-income
people to needed health services. Historically, these institutions have provided inpatient
and clinic services in areas which other institutions and individual providers have chosen to
avoid, have often provided services which other facilities have considered insufficiently
profitable, and have provided costly services to people who could not pay. Indeed, other
facilities often transfer patients to these public and nonprofit hospitals. ‘

Furthermore, these institutions will continue to play an important role even as the health
system is reshaped by states' managed care demonstration programs:

o Substantial numbers of poor persons are likely to remain ineligible for even
expanded state Medicaid programs; some clients will cycle in and out of eligibility;
some needed services will not be covered by the managed care plans; and some
HMOs' providers will not be within acceptable access. The result will be a
continuing indigent health care burden. But with reduced loads of paying patients
and probable caps on or absolute reductions in disproportionate share (DSH)
payrnents, the resources available to public hospitals will be even more limited than
in the current climate. !

o The number of care-managing physicians and primary care providers may prove
inadequate to successfully implement state managed care programs. During the
tirne period in which primary care capacity is developed, public hospitals and their
outpatlent clinics offer important "safety valve" access.

o The success of states’ managed care efforts is not assured. If, for example, public
revenues do not grow enough to sustain a capitation rate sufficiently high to attract
private HMO and provider participation, and the program is pared back in eligibility
or covered benefits, a public sector fail-safe mechanism will be important.

These considerations suggest that the federal government may have a continuing strong
interest in how, in the context of their Medicaid demonstrations, states propose to take
account of the special needs and contributions of |nst|tut|ons that have been serving large
numbers of public beneficiaries. ,



. Preserving these institutions may also assist in the protéCtion and transition of many of
their workers who would be at particular risk of harm from changes in the health care
market. In the long run, however, while workforce reductions can be ameliorated or
delayed, jobs will certainly be lost in hospitals, and possibly even more broadly across the
health care sector. : o »

In considering alternatives for addressing the effects of Medicaid waivers on "safety net"
providers and/or their employees, the federal government confronts a broad spectrum of
options. At one end, HHS could continue permitting States broad flexibility which allow
them to choose whether to stand aside from shake-outs in the hospital sector caused by
the Medicaid demonstiation, and take no special steps with respect to these hospital
providers or their workers. At the other end, HHS could require states to address directly
the workforce effects of their waivers by developing and funding retraining programs for
displaced workers, and/or statutory authority could be sought for any of a range of
measures related to income maintenance, job training, or employer-based protections.
Between these poles lie a range of Federal, State and employer measures to'address the
transitional needs of public service institutions and their health care workers

Option 1: Leave unchanged the current breadth of state Medicaid demonstration
; flexibility and current HHS waiver review practice of leaving health service
system redesign (and treatment of public-oriented hospitals) to state initiative
within the broad requirement of "adequate” access.

Pros: o Consistent with commitment to maximum fstate flexibility.

o Keeps the federal. government out of state provider payment négotiations,
i and relationships between state and local governments.

o] Puts maximum pressure on the public hospitals to enter a frank reappraisal of

~ their needs to reform, and enter an open d|a|ogue with the state on this
matter. '
]
Cons: o Can result in precipitous and wrenching fiscal adjustments to public hospitals

_as their funds and their traditional clients are abruptly rechanneled to
managed care provrders

o] Provides no relief to at-risk public hospital workers.

0 ' May mean the federal government will be drawn into participating publicly to
bail out safety net public hospitals after the waiver has begun (e.g., recent
dispute over Tennessee’s payments to the public hospital in Memphis).

Option 2: .Call each waiver-requesting state’s attention to the special circumstances of
: public hospitals and public beneficiary-serving non-profit hospitals, and
strongly encourage states to implement some form of budget neutral
transitional assistance for safety net providers.



In pre-submission consultations with states, a stage at which states are customarily’
seeking reactions and alternatives, HHS could signal to states its interest in safety net
providers during waiver negotiations, with the goal of securing protections. Examples.
could include extra state payments (e.g., from special funding pools) for safety net
hospitals during a transitional period; assistance to safety net providers in becoming HMO
contract providers; where states assign beneficiaries who fail to select a managed care
plan, inclusion of safety net providers among assignment entities; and enhanced payments
for safety net provrders that serve members of managed care plans.

: ' - ; v
Pros: o Eases transition pressure on beneficiary access in under-served areas.
o May indirectly assist the workers of these ;insfitutions.
0 Provides an opportunity for public hospitals to arrange an orderly transforma-

‘tion of missions and performance.

o Emphasrzes that federal interest is in delrvery system integrity, beneficiary .
~ access and orderly change

o Consistent with HCFA's recent warver—related negotiations with states (e.g.,
Massachusetts, lllinois, Tennessee} over. pubhc hospitals.

.

o] Consistent with Administration’s position in Health Security Act.

Cons: o May be seen and characterized as a breach of HHS’s commitment to greater
state flexibility in Medicaid demonstrations-.

o = Eases pressures on public hospitals to move vrgorous!y in reforming their
' missions and performance; delays can result in continued inefficiencies and
unnecessary costs.

.0 Could meet with Congressional resistance.
o} Will not provide explicit response to concerns of at-risk workers.
Option 3: As part of the waiver negotiation process, HHS could require that states

show that hospital employees were incmdeid in demonstration planning
discussions, describe how the reforms can be expected to affect the hospital
workforce, and/or drscuss how states intend to take account of those
-affects

Examples of steps that States might take could include inclusion of employees on waiver
planning and advisory councils; analysis in the proposal of expected workforce impact
data; explicit inclusion of health system worker complaints and guestions in "hotline"
analyses; and inclusion of workers on post- rmplementatron quality review and feedback—
and-correction work groups .



Pros: o .

Cons: ©

Option 4:

Pros: o

Cons: o

Responds specifically to at-risk workers’ interests.

Could require no additional federal costs by defining any related costs as
falling within waiver budget neutrality requirements.

Would be consistent with the Secretary’s March letter to the Governor of
New York reflecting concerns about public providers and their workforces.

Would provide workers and their representatives with a seat at the table
from which to seek substantive waiver protections. :

Would not be an unfunded mandate.
Will be seen by states as: o

-- a serious breach of HHS's commitment to greater state flexibility in
waiver reform design;

- 'raising issues outside the scope of the Medicaid program.

- requiring their intervention in fabor-management relationships between
local governments and workers.

Will be interpreted as federal micro-management.

Could open the door to other entities {e.g., medical schools, specialized

" hospitals, specialist physicians} lobbying for protections.

P
i

Would likely meet Congressional resistahcg.

i

" Develop a program of assistance for these dislocated hospital workers.

Explicitly require that states provide for assistance. For éxample, states

might impose requirements on the hospitals including advance notice of
layoff, preferential call-back, and retention of seniority and fringe benefits.
Alternatively, states might be required to d;rectly finance worker assistance
programs

Responds directly to workers’ needs under broad-scale reforms.

Could keep retraining costs outside of the waiver budget neutrality limits.
{thus not diminishing funds available for beneficiary services).

Same as Option 3; plus, without federal fmancmg, will be characterized as
an unfunded federal mandate.



Pros:

Cons:

4B:

Directly furnish federal assistance to dislocated hospital workers. Steps
which might be taken by the Federal Government could include obtaining
statutory authority for special unemployment insurance compensation,

" worker training and retraining assistance, job search and income guarantees.

Responds directly to unions’ proposals.
Can be undertaken in combination with other options.

With federal financing, avoids "unfunded mandates"” objections. .

'Same as Option 3, plus would necessitate either finding offsetting budgetary

savings or justifying added costs.

Could be difficult to restrict to workers from hospitals serving large numbers
of public beneficiaries. ' '



Jennifer: .
As to paragraph three in your memo where you outline Sec. Reich’s
.argument about a changed NGA...that won’t hold water with the
governors. NGA works in a way such that the governors who were
the lead negotiators on this agreement are still in NGA, are the
leadership from both polltlcal partles. I can’t stress enough
how important this factor is. : ;

Option three opens the door to all kinds'of groups that will want
.to be inc¢luded in the mandate to be shown as included in the
waiver development process which will lead to excessive (as

. percelved by the states) regulation of the waiver process which
in itself is supposed to be a relief from regulatlon.

" Option two is the optlon that most clearly respects the
agreements negotiated with the governors at the dlrectlon of the
President. 4 C :
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- ~LEON PANE’ITA

Y e AT

.Medrcard warvers

iof State County, and Mumcrpal Employees, AFL—CIO ("AFSCME"), met wrth the ST
Presrdent I attended that meetmg He is, very concerned about the medlcmd warvers whrch

" protectron" prov1s1ons in those warvers He partrcularly concerned about’ the proposed New
York waiver whrch wil affect a Iarge number of employees represented by h1s umon

'"'He specrﬁcally requested of the Premdent that he begm drscussrons wrth :the‘ Governors about
‘the fact that labor is:not represented at. "thel table ‘;when these requested walvers are drafted

? The Premdent agreed that somethmg needed to be.‘done about thrs. H

_Mr McEntee pomted out that under the arrangement the Presrdent apparently made wrth the 3 .
‘National Governor’s- Association concemlng Vmedlcald waivers; there is'no way for '~ ‘
representatrves'of employees to get mvolved i the negotranons regardmg the warvers

‘ ‘Mr McEntee sard that the warver process should be the same as for thie federal govemment -
:where there 1s a process to, accomodate representatrves of employees. ‘The President asked
_Mr McEntee ‘tor send a memo to me about how the federal system works in that regard

‘In any event thls 1s an ongomg problem Wthh 1s gomg to contmue to fester unless we can -
try to ﬁnd a solutron to it > : : ~

L
R
i
R

1 know that HHS has worked on thls and has sent a prehmmary memo drafted Jomtly by the .
’ Department of Labor fegardmg thls issue.

1 - Lon .
- . |

We need to'drscuss w_lthm the next Week.

Ay

Harold Ickes @ ol e e
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—(C DEPARTMENT OF HEALTH & HUMAN SERVICES © Health Care Financing Administration

AUG 2 4 1995
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TO: Carol Rasco
' Assistant to the President for Domestic Pollcy
Through: Kevin Thurm g2/ ~
_ j
FROM:  Administrator
Health Care Financing Administration

SUBJECT: Capital Taxes for Inpatient Hospital Services

Background : ‘ ‘ _ -

In August 1991, Medicare began implementing a prospective payment system for
hospitals' 1.,a]pital-related costs. Prior to that time, Medicare had paid for hospitals' capital
costs on a cost-related basis. Under the prospectlve payment system (PPS) for capital, a pre-
determined amount based on an average price is paid for.each inpatient hospital discharge.
The average is used so that payment is independent of specific hospital decisions about
capital acquisitions. This method provides incentives for efficient spending.

Through the transition pertod, which extends from FY 1991 through FY 2001,
hospitals generally receive a gradually decreasing portion of their historic capital costs and a
gradually increasing portion of payment based on the Federal rate. The Federal rate was
based on the FY 1992 national Medicare capital cost per case, including capital-related tax
costs. The hospital-specific portion of payment reflects a hospital's actual historic costs,

~ including its property tax costs, if any. Payment will be fully based on the Federal rate for
all hospitals at the end of the transition. (About 25 percent of hospitals will, however,
receive full Federal rate payment in FY 1996 because it has become more advantageous for
them.)

At the time of the final rule in 1991, the proprietary hospitals argued that the
proposed capital prospective system contained an inequity: while capital-related taxes
constitute a non-discretionary cost imposed only on an identifiable group of hospitals, those
costs were built into the Federal capital rate and spread across all hospitals. In discussion
with representatives of the proprietary hospitals, a commitment was made to propose a
special adjustiment for tax costs for public comment. In the 1991 final rule, we expressed
our general opposition to singling out specific costs for special treatment. We indicated,
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hoWever that we would collect data on capital-related tax costs and, if after study we
determined special treatment was feasible, we would propose an adjustment for public
comment,

Problems vith a Capital Tax Adjustment

 Despite our misgivings about singling out specific components of capital costs for
special treatment, we felt committed to offer a proposal for public comment once we had
collected the necessary data. Our analysis indicated, however, that implementing a tax
adjustment posed several serious problems. We specifically stated in our proposal that we
had not been able to resolve these problems, and that we were presenting the proposal in the
hopes that public discussion would produce an appropnate solution.

Those problems involved the difficulty of aSsm'ing equitable treatment to all hospitals
while simultaneously protecting the Medicare Trust Fund from an open-ended commitment
to increase Medicare payments. The capital-related tax costs of hospitals that paid taxes
prior to FY 1992 were included in setting the Federal rate paid to all hospitals. However,
other hospitals have become subject to property taxes since that time (and even more may do
so in the future), primarily because of state action to extend property taxes to prewously tax-
exempt fac111t1es :

In order to protect the Trust Fund, we proposed to provide an adjustment only to
hospitals whose tax costs were included in the original rate computation. Budget neutrality
was guaranteed simply by removing those tax costs from the overall rate. We recognized
that such a measure provided different treatment for tax-paying hospitals, depending merely
upon when they became subject to taxes. However, extending the adjustment to all tax-
paying hospitals posed a dilemma: either make an open—ended commitment from the Trust

Fund to increase Medicare capital payments as more hospitals become subject to taxes, or

preserve budget neutrality by progressively reducing payments to other hospitals (beyond
the level where the tax costs originally included in the rate had been removed), thus creating
an inequity in the treatment of non-tax-paying hospitals. We also expressed concern that an
open-ended adjustment could make the Trust Fund vulnerable to manipulation of the kind -
that the Medicaid program has experienced with respect to donations and taxes in recent
years. We specifically requested publlc comment on these problems.

We received 169 comments (2 national hospital associations and 167 tax-paying
hospitals) in support of implementing a tax adjustment and 8 comments (3 national hospital
associations, 3 state or regional associations, and 2 individual hospitals) opposed.
Commenters in support of an adjustment suggested extending the adjustment to all tax-
paying hospitals by reducing future payments to hospitals that do not pay taxes. The
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commenters opposed to the adjustment offered arguments that confirmed our original
misgivings. They objected to singling out costs for special treatment under a prospective
system. Several mentioned other costs that would, in their view, deserve similar treatment if
we were to adopt an adjustment for taxes. They also objected that a tax adjustment might
merely replace a possible inequity to one group of hospltals with an inequity to a different
group (e.g., reducing payments to all hospitals to pay for the adjustment). -

A tax adjustment would predonnnantly benefit tax-paymg proprietary hospitals. Tax-
paying proprietary hospitals on average would gain about $65 per discharge more than they
would lose from the reduction to the capital rate. While a number of tax-paying nonprofit
hospitals would qualify for an adjustment, those hospitals on average would gain only
slightly more from an adjustment (about $6 per dlscharge) than they would lose from the
reduction to the capital rate (about $5).

The proprietary hospitals have always argued that they have higher capital costs
because of their tax-paying status. Our estimates for FY 1996, however, indicate that
proprietary and voluntary hospitals will have similar costs ($724 and $718 per discharge,
respectively) and similar payment-to-cost ratios (1.02 and 1.04, respectively).
Implementation of a tax adjustment would decrease the payment-to-cost ratio of voluntary
hospitals moderately (to about 1.03), and increase the ratlo for proprietary hospltals
- significantly (to about 1.10).

Final Regulation

Based on comments and our concern about the implications of a cost-based
adjustment within the PPS system we are not proceeding with an adjustment for capital-
related taxes. The law requires us to publish the annual PPS rates by September 1. The
Federal Register document and payment rates are being prepared without the tax adjustment
and cannot be changed if the September 1 deadline is to be met. Therefore, it is too late to
make a change this year.

Bruce C. Vladeck



"MEMORANDUM

TOE‘ Carol and Laura : &w : R March 28, 1995

'FR:  Chris I. and Jen K. S
+ RE:- Q}dedlcmd WidiverAnfo for Economic Sumrmt S

cc: ene, Bill, Ieremy, Tom, Dla.na

1

Attached for your use at the Econcmrc Summit i$ a copy of’ the latest edltlon of the health
care waiver status report. It was produced by HHS and hOpcfully wlll prove useful in your
preparatlon for the upcammg meetmgs A

Followmg up on our meeting, I rclaycd to Nancy Ann your concern about any health care
* meeting with Leon until we have had.a chance to talk with the First Lady and bring her.up—
to-speed.” I also advised her of your suggestlon ‘that'we schedule the Medicaid briefing to be
glven to all three of you at once.” (I suggested next Tuesday or some other time after then .
that is mutually convement)

Nancy Ann sa1d she would (and I am sure she w1ll) pass along the message. I might suggest
however, that you mentlon thxs to Allce yoursclves when/rf you see her over the next couple
of days. :



INFORMATION ON

MEDICAID AND WELFARE WAIVERS
As Of March 27, 1995

Welfare Waiver

Under Arkansas‘' demonstration, AFDC parents age 16 or younger :
will be r@qulréd to attend school regularly or face reductions in
benefits if they fail to do so. 1If appropriate, teen-age parents
cian meet the requlrement by attendlng an alternatlve educatlonal
' program. : .

In addition, Arkansas will implement a policy of not increasing
AFDC benefits when additional children are born into a family
receiving welfare. Family planning and group counsellng services
focusing ¢n the respongibilities of parenthood will be included
in the demonstration. : :

Submitted: Januazy 14, 1993
Approved: March 5, 1994
FLORIDA

Hedieaia igi?er

The Florida Health Securlty Program is a voluntary, employer-
based, discounted premium program designed to provide access to
prlvate health insurance for employed but uninsured Florldians.,
The _program will use a managed competition model and will prov1de
health insurance for 1.1 million uninsured Floridians with
incomes at or below 250 percent of the federal poverty. level.
Health plans (indemnity and HMO) will be offered by Accountable
Health Partnerships and administered by Community Health .
Purchasing Alliances. HCFA is working with the state on required
state legislation.

Submitted: February 10, 1994
ApprdVed: September 15, 1994

Florida's “Famlly Transitlon Program" ellmlnates the quarterly

income report requlrement during the twelve months the Medicaid
transition benefit is givgn to recipients who lose AFDC

1



eliglblllty due to earnings. However, recipients are requ1red to
report income increases, and lose the remainder of the transition
benefit when income exceeds 185 percent of the Federal Poverty

" Level.

submitted: September 21, 1993.
Approved: January 27, 1994.

‘ﬁgLfarewtgigg;

Florida is implementing a "Family Transition Program" for AFDC
recipients in two counties. Under the plan, most AFDC families
will be limited to collecting benefits for a maxlmum of 24 months
in any five-year perlod. :

Individuals who exhaust their transitional AFDC benefits but are-
unable to find employment will be guaranteed the opportunlty to
work at a job paying more than their AFDC grant. The ,
demonistration also provides a londer period of eligibility -= 36
- months in any six-year period -- for famllies at a hlgh-risk of
becoming welfare dependent .

Medicaid and child care benefits will be available in the
demonstration. Local community boards will play a large role in
- overseeing the program.

Other elements of the demonstratlon include an increase in the
earnings dzsregard formula and asset ceilings, as well as a
statewide requirement that AFDC parents must ensure that thelr :
children have been immunized. :

Submitted: September 21, 1993.
Approved: January 27, 1994.

GEORGIA
Welfare Wiiver

Georgia i initiating the "Personal Accountability and
Responslblllty Project" (PAR) which strengthens federal work
requirements that must be met in order to receive cash benefits.
Georgia's welfare agency will now bé able to exclude from an
AFDC grant any able-bodied recipient between the age of 18 to 60
who has no children under the age of 14 and who willfully refuses
to work or who leaves employment without good cause. The rest of
the family will continue to be ellglble for AFDC benefits.

‘The plan w111 also allow the state to deny additional cash

- benefits. for additional children born after a family has been on
welfare for at least two years if the child was conceived while

5



the family was on welfare. However, PAR would allow recipients
to "learn back" the denied benefits through the receipt of Chlld
support payments or earnzngs.

Medicaid and Food Stamps elxgibllzty will continue for all family
members. In addition, Georgia will offer family planning
.services and instruction in parental skllls to AFDC recipients.

Georgia's waiver regquest was recelved on Hay 18, 1993, and
granted on Nov. 2, 1993.

Submztted. May 18, 1993
Approved: November 2, 1993

KENTUCKY
Madjicaid Waiver

The Rentucky Medicaid Access and Cost Containment Demonstration
iz a statewide program to expand Medicald eligibility to 100
percent of the federal poverty level, regardless of cateégorical
eligibility or assets. All those ellglble will be enrolled in
- managed care plans similar to the state's current primary care ,
case manageément program (KenPAC), or through alternative managed
care plans. Future managed care options may include Health . :
Maintenance Organlzatlons, Preferred Provider Organxzatlons, and
spe¢ialized case management. The benefit package is the same as
Kentucky's current Hedlcald benefit package. Kentucky's waiver
request was approved in December 1983; however recent action by
the Kentupky legislature makes the 1mplementatlon date uncertain
at this time.

"Submitted: March 30, 1993
Approved: - November 8, 1993
LOUISIANA
Medicaid Waiver /

Louisjiana has submitted a proposal that is currently being
evaluated by HHS. Louisiana Health Access, a statewide section
1115 demoristration proposal, submitted on’ January'3, 1995, has
goals of emphasizing primary and preventive care, increasing
access to guality care, and controlling the State's spiraling
costs.



‘MISSISSIPPI
Welfare Waiver

HlSSlSSlppl s reform plan promotes health and educatlon for
children receiving welfare assistance and supports work efforts
by their parents. .The demonstration includes a wide component
anhd two projects, YWork First" in six counties and "Work .
Encouragement” in two counties.

.The wide component requires all chlldren‘aged six through 17 to
attend school and- all children under age six to be immunized and
receive regular health checkups. It also extends AFDC
eligibility for two-parent families by allowing mothers, or
fathers to work more than 100 hours a month.

The "Work Flrst" component provides subsidized, private-sector
enployment for job-ready participants. A special fund created
from participants’ AFDC and food stamp benefits will reimburse
employers' wages. The State will provzde supplemental payments
to recipients when their total income is less than the combined
AFDC and Food Stamp benefits they would otherwise receive. 1In
addition, each "Work First" part1c1pant will have an "individual
development account" for family savings, ‘to which employers will
contribute one dollar per hour of work. The State will also pass
on to the family all the child support payments it collects on
. its behalf.

" The "Work Encouragementﬂ-component allows recipients'to-keep more
of their earnings and still receive AFDC, by raising the earned
income limit from 60 to 100 percent of state established need
levels. Timé limits on income disregards wlll also be walved
The “Work Flrst“ component will be implemented in Adams,
Harrison, Jones, Lee, Hinds and Washington Counties. The “"Work
Encouragemnent”" component will be implemented in Leflore and
Oktibbeha counties. Under both the "Work First" and "Work
Encouragenent” components, courts may require unemployed, non-
‘custodial fathers to participate in the JOBS program to meet
child support obligations. , .

The demonetratlon will be in effect for flve years.

Submztted. December 10, 1983
. Approved: Deécember 22, 1994



SOUTH CAROLINA -
ned;ggﬁg,ﬁaiv

South Carolina's Palmetto Health Initiative (PHI) seeks to expand
Medicaid eligibility to individuals with income up to 100 percent
of the Federal poverty level (FPL),. and children up to age 18 in
families with income up to 133 percent FPL. Each enrollee would
select either a fully capitated health plan, or a partially.
capitated primary phy31cian Plan, thereby giving each enrollee
direct access to a primary care provider. PHI also seeks to
streamline the eligibility process and reduce administrative
overhead. South Carolina anticipates an additional 280,000
- individuals could be provided health care under the waiver.
South Carcllna also proposes to 1mplement a managed care program,
.with a focus on home and community-based services, for persons
requiring, or at risk of requxrlng, placement in a nur51ng
facility. .

The Health Care Financing Administration will be working with
South Carolina over the next year to develop the infrastructure
neCessary for the proposed demonstration.. HCFA will consider the
state's request for waivers once the state has successfully
completed a set of agreed upon milestones.

Submitted: March 1, 1994 .
Concept Approved. November 18, 1394

wglfagg Wuiver

South Carolina‘'s Self-Sufficiency and Personal Responsibility
Program sets work requirements and provides transitional
‘assistance for program participants. After completing Individual
Selwauff1c1ency Plans (ISSP's) to help prepare them to become
self-sufficient, AFDC recipients have 30 days to find a job in a
designated vocatlonal area. If they fail to secure such
employment, recipients receive an additional 30 days on AFDC to
find any przvate sector job, after which time they must
participate in a community work experience program in order to
continue to.receive AFDC benefits. Progressive sanctions for
non-<compliance, up to and including removal of the entire family
from a531stance, are components of this program.

To aid in the transition to work, reclplents who would otherwlse.
no longer be eligible for AFDC because of employment can receive
reduced benefits for up to 12 months. Families remain eligible
for Medicaid and child care during this phase-down period, and
regular transitional Medicaid ‘and child care benefits beqln at
the end of this perlod. :



-

THe program also raises resource limlts to $3,000 and exempts the
cash value of life insurance policies, one vehlcle and interest

and dividend payments. Children of recipients are required to’

attend school regularly and obtain appropriate immunizations.-

The démonstration will operate in Berkeley, Dorchester,
Charleston, and Barnwell Counties for a perlod of five Years.

Subnitted: June 13, 1994
Approved: January 9, 1995.

TENNE SSEE .
K‘edi'g'aid. Waiver

TennCare is a statewide program to provide health care benefits
to Medicaid beneficiaries, uninsured state residents, and those

- whose medical conditions make them uninsurable. All TennCare
enrollees receive services through capitated managed care plans .
that are either health maintenance organizations or prefertred
prov1der organizations. Enrollment will be capped at 1,500,000,
41nclud1ng approxlmately 310,000 previously uninsured. If the cap
is reached, those in mandatory Medicaid coverage groups and the
uninsurables will continue to be enrolled: TennCare's benefits
are more generous than those offered under current Medicaid for:
~acute care, and the plan emphasizes préventive care. The Health
Care Finahcing Administration will monitor implementation of the
program throughout the 5-year perlod.

4

Submitted: June 17, 1993
Approved: November 18, 1993
VIRGINIA

Medjcaid Waiver

Virginia's welfare reform demonstration gives cases who lose AFDC
~eligibility due to earnings a 3-year Medicaid transition benefit
in four localities and a 2-year transition benefit in the rest of
the state. Cases are required to report income quarterly and
lose the rémainder of the transltlon benefit if income exceeds
185 percent. of the fedeéral poverty level ih the first year or 150
percent of the federal poverty level in the second or third year.

Submitted: July 13, 1993. ‘
Approved: November 23, 1993.



o

Welfare Waiver

Virginia's "Welfare Reform Project" will encourage employment by .
jdentifying employers who commit to hire AFDC recipients for jobs:
that pay between $15,000 and $18,000 a year and by providing
additional months of tran51tlona1 child care and health care
benefits. A second statewide project v111. enable AFDC families
to save for education or home purchases by allowing the
accumulation of up to $5,000 for such purposes, encourage family
formation by changing the way a stepparent 's income is counted;
and allow fulltime high school students: to continue to receive
AFDC benefits until age 21. Further, 1n up to four countles,

AFDC recipients who successfully leave welfare for work may be

elxglble to receive transitional benefits for child and health
care for an additional 24 months, for a total of 36 months. 1In

.one location, Virginia will offer a guaranteed child support

"insurance" payment to DC families who leave welfare because of
employmerit to assist the family in malntalnlng economic
self—suff1c1ency.

submitted: July 13, '1‘993. %
Approved: November 23, 1993.

TOTAL P.BE |
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DEPARTMENT OF HEALTH & HUMANSERVICES " Chlef of Staff

S ‘ V Washington, 0.C. 20201

P ' February 9, 1995

MEMORANDUM -FOR THE HONORABLE CAROL RASCO:

FROM: ~ KEVIN L. THURM : _ ‘
QUB&E¢T: | Telephone Call Prcn,soverhor Carlson Complaining

About HCFA's Delay In Resolving Minnesota's
“Medicald section 1115 Walver

i

We uniderstand Governor carlson is likely to call leon Fanetta
today to complain about the difficulties his State is havin
reaching agreement on budget neutrality for his Medicaid waiver.
His proposal, submitted on July 28, 1994, raises three major,
precedent setting budget neutrality policy issues relating to
1902 () (2) expansions, managed care savings, and welfare savings.
The State's current proposal would create a budget gap for this
waiver of approximately $535 million over five years.

o ¥While the Department would like to help Minnesota, changing
~ our budget neutrality criteria would have severe implications
" for the national budget. Today, Bruce Vladeck met with .
Minnescta staff again to offer another proposal for achieving
- budget neutrality. . While the State is considering this

proposal, it is not optimistic that it will be accepted.

o HCFA has worked very bard to find alternative methodolugies
that would enable the State to achieve budget nautrality
without viclating federal budget neutrality principles.
Attached 1s a listing of the options that HCFA has presented
Lo the State and its responses. While the State is still
formally considering two of these alternatives, State staff

¥

have indicatecd they are not optimistic.

o Vhile the Departuent always remains open to considering new
State proposals, we do not believe there are any other viable,
budget-neutral aptions available. P ; o ,

© Ve recommend that you encourage the Governor to urge his staff
to continuing working with HCFA and concider alternatives that
do not create costly, unmanageable federal precedents. -

Attachment' A: HHUS Options Offered to Minnesota
Attachment B: Budget Neutrality Issues in the MinnesotaCare
. . Proposal : .

T
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MinnesotaCare Budget Neu&ality
Options Offered to the State

Under the State’ 8 budget neutrality proposal, Minnesota will be saving over $375 million
during the demonstration period while the Federal govemment will spending an :
additional $500 million. Through budget neutrahty ncgotiations, HCFA has made a
number of proposals to the State. For a variety of reasons, the State has been unwxllmg
to accept any of these proposals. These prcposals are ouﬂmed below. ‘

Reducm Reducing With-Waiver Costs

Phas«a-m :

The State could pursue an implementation schedule that phases-in current state-

.- only earollees into the demonstration, such as Jow-income adults.
Status: Rejected by the State -- would not be accepted by the Legislature.

Lowering Per-Capita Rates

The State projected anesotaCare Families with Children per capxta spendmg
using an annual growth rate of ten percent, which we believe may over-estimate

>nding for this population. These rates could be reduced to mirror trends for
the AFDC population.

Status: Currenﬂy being considered by the State. -
Premium Structure S

HCFA suggested that the State consider i mcreasmg the share of anesotaCare
premiums paid by individuals and families. :

Status: Rejected by the State -- State’s actuaries decided that individual and
family premium shares were already high epough.

Increasing Without-Waiver Conts

| Immediate Implementatzon of Existing 1902(r)(2) State Plan

Mmmesota’s holds an approved State Plan Amfmdment to extend Medicaid
coverage to all children under age 18 with incomes below 275 percent of poverty.
The State could begin covering these children through the Medicaid program, and

then include these expenditures in their mthout-watver estimates. This would
require new State dollars.



Status: Rejected by tbe State -- could not unplement insurance barriers under
regular Medicaid rules. : ;

Covenng Full 1902(r)(2) Populahon in Demonsirauon

Under MinnesotaCare, not all the 1902(r)(2) chﬂdren would be covered through
the demonstration due to insurauce basriers. FICFA bas required other States 10
include this population in the demonstration if they seek credit for these children
in their without-waiver costs. '

Status: Proposed to the State on February 9. The State is currently consxdenng '
this option, but is not optimistic. .

* Other Alterpatives

Planning Grant for Phase I

HCFA offered the State a planning grant that would allow them to develop
integiated plans for Phase I and Phase II of the waiver, which would allow them
to establish budget neutrality over both phases of the demonstration.

Status: Rejected by the State - State wants to begin Phase I mmedmtcly,
althoigh the proposal is not budget neutral



4
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Budget Neutrality Issues in the MinnesotaCare Proposal -

. Background

Minnesota is secking demonsuation waiver authority 10 exicid Medicaid eligibility to 275
percent of poverty for families with children and 125 pereent of poverty for other adults,
expand Medicaid cligibility to include the Statc’s current prograwmn for low-income uninsured -
residents (ermesotaCnre) and mandatc managed care enrollment across the entire expanded
programi. Minnesota estimates that Medicaid program costs w111 total $20.86 billion over the
demonstration period, including long term caro.

Creating a budget-neutral framework for these proposals is problematic for two reasons: (a)
the State is seeking Federal matching payments for an already-existing, 100% State-funded
programa; and (b) the State already holds a demonstration waiver for managed care in the
Twin City area, ro additional savings from managed care would be limited. These two
elemenis complicate efforts to establish an upper lige for budget neutrality that provides
Minnesota with sufficient resonrces for the demonstration while avoiding any policy
precedents that, if followed by any other States, could cause serious budget problems for the
Federal Government in the fuure. '

Discussion

At this point, thc Admmxstrauon and Minonesota are wmldermg a budget neutrality approach
with four options. These features are discussed below.

° 1902(r)(2) Dxpansmn

Minnesota currently covers pregnant women and mfants with incomes up to 275
_percent of poverty using 1902(r)(2) disregards. Instcad of using 1902(z)(2) to cxpand
eligibility to children over age one, the State provides coverage to many children
through the current State-only anesotaCare program

The State has proposed including projected spending for all children under 275
percent of poverty. who would be eligible under 1902(r)(?), in the without-waiver
baseline. However, because MinnesotaCare eligibility rules require children to have -
been uninsured for four wonths and not 1 have had access to employer-subsidized

- coverage for 18 wouths, many children who wuuld be Medicaid-¢eligible using an

income test under 1902(r)(2) are not eligible for MinnesowaCare. These rules wﬂl not - .

change under the demonstration.

/“‘



FEB-p9-1995 15:55 FROM ' - T0 ' 94562878  P.B5

The Deparument is concerned about estimating hypothéﬁcal enrollment through a
1902(r)(2) expansion for without-waiver costs since over 88,000 of these-children in
FY 2000 will not be covered by MinnesotaCare. The State argues that all of these
children would be eligible for Medicaid if these insurance barriers were not in place
and are therefore a legitimate hypotheucal expansxon )

The State is seckmg without-waiver credit of $872 million for a hypoﬂ)encal
1902(r)(2) expansxon Under this scenario. they would be credited for covering
168,258 children in FY 2000. We have estimated that a more restrictive alternative --
crediting savings only from children who enroll in MinnesotaCare (79,951 children in
FY 2000) -- would conttibute $470 millivi to the State's without-waiver costs over
five years. This approach would result in a baseline $402 million lower than their
request ‘

We are also analyzing whether potential 1902(r)(2) children who are covered through
croployer groups could be considered as hypothetical Medicaid enrollees in the
baseline. If Federal subsidies cover a portion of their premiums, these children could
be brought into the demonstration. Employer and individual premium payments
would be considered the State’s contribution -- an approach that we approved for
Florida Health Security. Premium subsidies could replace MinnesotaCare's insurance
barricrs and thercfore provide employers with an incentive to assurc that children
remain privately covered. ‘

° PMAP Program

‘Minnesota’s Prepaid Medical Assistance Program (PMAP) has ‘provided Mcdicaid
coverage under a prepaid, capitation model in selected counties since 1985. The
current PMAP demonstration authority has been Congressionally mandated to run
through June 1996. Because Minnesota has a mature Medicaid managed care
program in its most populous counties, its ability to 1argely finance a Medlcaxd
expansion through managed care savings is limited.

‘Minnesota argues that demonstration authority for the PMAP program is dependent
upon Congressional action and will expire in 1996. They therefore conclude that the
- without-waiver projections should include reverting PMAP enrollees to the fee-for-
service system in 1996. In essence, this approach would enable them to credit the
* PMAP savings that they are realizing under the current Medicaid program to their
proposed demonstration.

If we accept this premise, we would be establishing a new precedent for States with
substantial managed-care programs. So far, the Administration has chosen to assume
that States would continue existing managed care programs in the absence of a
demonstration project. Recently, we did not allow Massachusetts to exclude exlstmg
nanayed care savings from without-waiver projections. Given the recent growth in



Medicaid managed care programs, we are concerned that permitting this hypothetical

would cstablish a substantial precedew fur additional States. In addition, we do not

accept the State’s assertion that HCFA could not extend PMAP demonstration

authority beyond 1996. The State estimates that the expiration of PMAP authority in.
1996 would add $313 million to without-waiver costs. o

Wc‘ilfarc-Related- Saving

On January 27, Minnesota presented 2 new element within its budget neutrality
proposal to the Department. Under this approach, Minnesota estimates the impact
_that the current MinnesotaCare has had on the welfare caseload -- that is, welfare
cases decrease because health covcrage is available through an alternalive program --
and seeks to credit savings from both AFDC cash: payments and Medicaid payments
to the demonstration program. The Federal government would therefore inflate the
without-waiver baseline by the amount of these savings -- in essence assuming that
MinnesotaCare does not now exist and projecting mcreased Med1ca1d and welfare
payments in the absence of the program.

Minnesota has pro;ected these savmgs as $205.6 million over the waiver period-
($78.7 million AFDC, $126.9 million Medicaid). HCFA’s concerns with this _
approach include the difficulty of projecting these savings, establishing a new

" ‘precedent for other States, and crediting savings from an alrcady-existing program to
the demonstration. In addition, applying savings from AFDC cash payments to
without-waiver costs is a new concept that not only requires policy deliberation but
would also have implications for any welfare-reform demonstration the Smte may

choose to pursue.

Growth Rates

* Minnesota uses a variety of growth rates to project without-waiver spending. Instead
of using straight historical data, they make several conservative adjustments to various
eligibility categories when projecting spending across the demonstration period. .
HCFA estimates that using the State’s average historical growth rates would increase -



without-waiver projections by $195 million.

HCFA has also analyzed strategies for lowering the State’s with-waiver costs bjr ,
reducing per capita growth rates for the MinnesotaCare program. This adjustment
could reduce with-waiver costs by $112 million over five years.

‘The advantage 1o changing growth rates is that our projection of without-waiver
spending trends represents a best guess at future trends, rather than an estimate of a
known program. We may be able to identify special market conditions, or some
other rationale, for adjusting the trend rates used in the State’s submission.
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Other DemonsIrations

On another front. HCFA has recently reached agreement wnh Minueyola o1 ils Long Term
Care Options program, an 1115 demonstration which will provide integrated acute and long
{eru care scrvices for beneficiaries who are dually eligible for Medicare and Medicaid
through combined capitation payments to the Statc. This agreement represents a signiticant
comproinise between Minncsota and HCFA on payment rate and budget neutrality issues for
this dcmonsu:auon We anticipate announcing thxs award m the pear ﬁmxm

We have also discussed awarding Minnesota a planning grant for Phase [ of the
MinnesotaCare program. The State’s plans for Phase II could realize Medicaid savings and
therefore meet the budget neutrality test. ‘

We have looked to the the Long Term (“are Options progmm and another Medicaid long
term care demonstration on quality assurance for additional Medicaid-related savings. ‘lhese
programs will yield only $3.7 miilion and $5(K),000 re.ﬂpecuvely over nive years. '

Conclusions

IIIIS approval of the MinnesotaCare proposal hinges upon establishing a budget-neutral
framework for the demonstration. We estimate that the State peeds to close a pap of
approximately $535 million over five years to reach hudget neatrality.

_Our analysis and dieloguc with the State have resulted in the options outlined above. We ‘
imtend to work with the State on the premium subsidy proposal for low-income children not
covered under current MinnesotaCare eligibility rules. We belicve this approach holds
promise and represents our best option at this time. We Wlll advise the Statc of this durmg
our meeting today.

If this proposal does not work out -- either for policy reasons or because it does not
sufficiently- make up the shoiifall -- we will um to the above options. While we would
recommend adjusting the State’s with waiver proposed growth rates over any other option,
we do nct believe this approach will yield sufficient funds on its own. All of the other
options have serious disadvantages and may establish-uncomfortable precedents tor tuture
States, but we believe that the Administration may need fo choose between usmg ope Or more
of thcse options and dlsappmvmg thiy pruposal.
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. THE WHITE HOUSE
"wAs&-iiNGToN o - "

August 4, 1994 .

. MEMORANDUM FOR LEON PANETTA
ffRQMﬁt‘ - Carolvﬁ,'Rascp'Q}LQ~wrﬁ

: SUBJECT?H ., Request from Governor Chiles.

'“Governor Chiles has asked for a jOlnt meeting early next week
" with you and me. Please read below for an update on the waiver“
and proposed action steps.~ ' R AP -
Before I could ‘even call the Florida Governor’ s- D C. office this -
‘morning to sort through your call: with Buddy" McKay, the director
-of the D.C. office called me.' She had received a report.on the -
Buddy " McKay call .and says he is on vacation, he had not ‘received
ran update in almost 10 days. Certainly this fits as the matter .
was in our General Counsel’s office. approximately 10 days ago as
Joel Klein at Lloyd’s direction was assisting me in pulling b
‘Justice and HHS together. ‘

HHS, Justice and Florida officials met. about' a week ago, and

. Florida was. told by all- (and our General Counsel concurred to med ‘

privately) that the issue of competitive commission rates for:

insurance agents is not allowable under the law. Florida left

" the meeting (a) very appreciative of Justice and in particular,

‘Walter Dellinger, and their knowledge and attitude, and (b) with

o a requeet by Justice to draw up an alternative ‘on a "range" for
insurante agent comm1551ons.

‘According to my staff the 1ndication is that. Governor Chiles is
adverse \to the "range" as an option and has his health staff
preparing-another alternative. - The'D.C. director alluded to this
- when she said to me this morning that Florida does not feel HHS'

and probably even. Justice will accept the- alternative being
'written by Florida. : ; :

Besides the “range," the other alternative available is the "safe'
harbor" concept the HHS: Secretary ‘can provide Florida. Because’
this -allows an exception to the law, .the safe harbor concept is
very frightening to HHS due to the onslaught of requests it might -
create by other states., I agree at this point with HHS in regard -
to the dangerous precedent that’ would be set in allow1ng a safe
harbor. : . .

~
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Governor Chiles has, as of this morning, asked for a jOlnt

-meetlng with you and me next week on Monday.evening late when he .

arrives 4in 'D.C., . early Tuesday a.m., or he will stay over Tuesday

evening after his fundraiser for a late meetlng that evenlng or
early Wednesday. : S

¥ P

The D. c. director volunteered to me that she . has warned Governor g
Chiles that White House schedules next week may be awful due to
health reform escalation. In the meantime, there is nothlng new . .
you and I'can say to him at this point on the commission issue
given that (a) Justice, HHS and our own CGeneral Counsel have said
it cannot be approved as written and (h) Florlda .doesn’t seem to.
‘want to move on the “range" concept. :

I propose.

‘l.. - We tell Florlda we cannot ‘meet Monday evenlng, but we w111
- call .on Monday to confirm a time for. Tuesday a.m. (he is o
avallable until 10:00 a. m. Tuesday) L R

or o
. . RS :
' We oan tell them you are booked solld, I w1ll see h1m during,‘
.one of his avallable times., . ; . .

2. \‘I will. have a meeting tomorrow of HHS, Justice, OMB, WH
General Counsel and my staff to make sure they (primarily
' HHS) are all once again fully aware of the need to finalize
'thJs waiver. ‘I will call the meeting with the stated
purpose of being briefed for the meeting with the Governor
~ so there is no reason. for anyone to characterlze the meeting
A:‘otherwlse. L : . :
3. Yom may need to make a call to Donna Shalala after my
‘ meeting listed above (2) if I feel HHS needs further
empha51s placed on the waiver.
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&gng_g&_gnglglg involves a challenge by AFDC heneflcxaries to one
" element of a California welfare demonstration project approved 1n«
1992 by the Department of Health and Human Services (DHHS) ‘
~_ pursuant to Section 1115 of the Social Security Act. On July 14,
'~ .1994, the Ninth Circuit Court of Appeals ruled that, in approving
the demonstratlon, the Department had not established an adequate -
‘administrative record regarding one of the waivers of federal law .
related to the demonstration. The court held that because the
. record did not reflect that HHS had taken into account public
- comments opposing this spac1f1c wvaiver the Department must. . -
. reconsider this waiver in light of these’ objections. on July 29,
the Administratlon declded not to seek further revxev of thxs '
declsicn.

. The Clinton Administtation is stronqu commxtted to reforning our

~ health care and welfare systems and to working with states that’

. wish to conduct welfare and Medicaid demonstration projects.
"Since January 1993, HHS has approved five health care reform

- waivers and sixteen welfare reform waivers. With this commitment
in mind, HHS and the Department of Justice carafully revieved the
court's decision in Beno. - , :

'MMLMWM

: Based on the facts of this case, the nature of the court' :
decision, and a desire to remain fully supportive of state health

. care and welfare innovation, the Administration believes that
further review by the court would not be beneficial to the
Department’s ability and dlscretxon to support state
experxmentation. ; .

The legal holding is very llmxted. ‘The decision requires only

" that the Department create some administrative record to support
its decision. Further, the Appeals Court did not reach other
important issues regarding the validity of this wvaiver that were-
vigorously argued by plaintiffs in the lawsuzt, and that would he o
open for review in a rehearing. In light of these -
considerations, the Administration believes that: 'requesting
further review is not approprxate in thzs case.
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Effect o;mummwmmnm_

Caleo:nla is conducting several welfare refornm demonstratxons.
The court's decision does not require California to discontinue -
the Assistance Payment Demonstration Project, the subject of- the
lawsuit. In particular, the decision has no effect on the
waivers granted by the DHHS to california that enable working -
recipients to Keep more of their earnings and that permit more :
two~-parent familiaes to qualify for benefits. These waivers were -

' not challenged in the lawsuit and remain in effect. Furthsr, the

. decision does not 1nva11date California s reductions in AFDC
bonefits. . . A

fTha ‘dacision also has no impact on California -] other weltare
‘demonstration project -- Work Pays which includes Cal-Learn -
that received approval, by HKS this year. .

: Under the court's deczsxon, -HHS w111 be required to reconsider
'the previously granted waiver that relates to California's A
submigssion of new nadxcaxd state plans, the only waxvar vacated
by the court. :

' g:gegt o;mmmnmmﬁm

‘The. Clinton Administration has followed procedures consistent v

" with the court's holding in reviewing demonstration proposals and
. granting waivers. Thus the opinion does not call into guestion
other states' walvers that thls Adninistratxon has approved.

The court's deoxsxon has no effect on ths Adninistration's _
welfare reform proposal, the Work and Responsibility Act of 1994,
vhich retains the authorzty to provide waivers for. wolfare )

: demonstrations under Sectxon 111s of the Soclal Seourxty Act. &
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NOTE TO CAROL RASCO

FROM: Bruce C. Vladec:<i%kkﬂ*’/,_-ﬂjwrd““~d N
Administrator, Health Care Financing Administration
SUBJECT£(:§§§§§;;§)Waiver Proposal -- Status

As you ‘know, HCFA has been reviewing a proposal from the State of
Tennessee that would waive Federal Medicaid requirements in order
to provide coverage to Medicaid eligibles and uninsured in the
State. While we are making every effort to provide maximum
flexibility to states as they redesign their health care delivery
systems, we have been concerned about the financing approach,
beneficiary confusion, and the implementation schedule that the
State has promoted. The State has provided responses to a number
-of our questions about TennCare, most recently on October 29.

The Governor is pressing for a positive decision right away.

Last night we laid out for Tennessee the conditions under which
‘we would approve a waiver. (Attached is the material we faxed to
them.) The following are the key features of our offer, along
with the reactions I expect from the State:

o HCFA:Offer: Our approach reflects significant movement on
our part in three areas since the State's original proposal.
We have agreed to (1) provide limited Federal matching funds
for a new form of Certified Public Expenditures (CPE); (2)

) provide limited Federal matching funds for services provided
to residents of institutions for mental diseases (IMDs),
consistent with the Health Security Act, and (3) allow
certain premium payments by patients who would not otherwise
be eligible for Medicaid to count as the State's share of
Medicaid costs. We have endeavored to limit the precedent
these three developments might set in other states, although
it is probably not possible to eliminate it.

Expected Reaction: The State should regard the first item
as a positive development, and will perceive some
improvement on the second item. 'On the third item, we had
previously communicated our position to them, but they had
argued against the very reasonable limitation we had placed
on them. Our most recent response reiterates our position,
which they will not regard as progress.

o HCFA Offer: We clarified to the State that we will not
provide Federal match for capitation payments for
individuals who are eligible for TennCare but not enrolled
in the program. However, I should note that we are prepared
to match the costs of uncompensated care (similar to
disproportionate share payments) to the extent that these
are actual State cash expenditures that account for costs
borne by participating providers.
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Expected Reaction: As we discussed in our meeting the other
day, the State's latest proposal suggests that they may
regard this a new and significant restriction, even though
it should have been obvious to them based on all our
previous statements. Tennessee may be interested in our
alternative, but may have difficulty raising the State
resources to support this approach.

o HCFA Offer: Rather than dictating an implementation date to
the State, we outlined for them the process we would require
prior to implementation. 1In addition, we will require them
to repeat the enrollment/plan selection process after
contracts with providers have been signed and approved by
HCFA.

Expected Reaction: We are mildly optimistic that the State
will react positively to this approach.

o HCFA Offer: We had previously argued that Tennessee must
increase the capitation rate to providers because it is not
adequate to ensure access and quality of care. (This is the
core issue that has prompted 100-200 letters to us per day
from Tennessee physicians.) 1In our new approach, we agree
that HCFA should not be in the position of dictating
Medicaid rates to states (a position with which we were
never entirely comfortable), but we require that the State
be able to assure access and monitor quality in the TennCare
program.

Expected Reaction: Should be positive.

Finally, it is important to note that, even if Tennessee concurs
with all of our conditions, the State still has a shortfall of
funds for the program. Estimates of the magnitude of the
shortfall can vary widely depending upon assumptions about the
number of enrollees, treatment of CPE, capitation rates, and the
need for any supplemental pools, but it is in the range of $100-
$350 million per year.

The State will probably view the limitations that we have listed
as significant. Nevertheless, these limitations are essential to
assure that we maintain the current percentage shares of
financing borne by the Federal and State governments and to
protect beéneficiaries during the transition.

We are preparing additional background documents and talking
points on these issues for you to share with your colleagues.

cc: Kevin Thurm



HCFA POSITION ON TENNCARE ISSUES

The following provides details of our position on TennCare financing. These details reflect
our longstanding view that we may only match allowable costs, rather than the originally-
proposed block grant approach. We also provide further specification of our matching
policy for certified public expenditures. In addition, we provide additional clarification on
several non-financing issues. |

Financin

o)

 Issues

We will provide Federal Financial Participation (FFP) at the applicable
Federal medical assistance percentage (FMAP) for the actual capitation
payments made by the State to the Managed Care Organlzatlons (MCOs) for
each TennCare enrollee.

We will provide FFP at the applicable FMAP for actual expenditures certified
by public hospitals for TennCare enrollees only to the extent that the public
hospital is able to document that it has an actual expenditure for providing
service to a TennCare enrollee which exceeds the amount paid to that
hospital from the MCO for the cost of providing the service to that TennCare
enrollee.

These public hospital expenditures will be matched on an as-incurred basis,
not paid as an add-on to the capitation rates.

We will provide FFP at the applicable FMAP for actual expenditures for
providing services to a TennCare enrollee residing in an IMD for the first 30
days of an inpatient episode, subject to an aggregate annual limit of 60 days.

We will provide FFP at the applicable matching rates (FMAP and
administrative rates) for the actual ongoing non-TennCare costs (i.e. long-

~ term care, HCBS waivers, Medicare cost shaung, admmlstratlon) of the

Medicaid program.

We will provide FFP for supplemental pools’ only to the extent that FFP
matches actual State cash expenditures to account for costs borne by
participating providers.

Premium revenues must be offset on an individual by individual basis, not in
the aggregate, as the State has proposed. Any premium payments paid by an
individual TennCare enrollee in excess of the State share of the State’s
capitation payment made to the MCO on behalf of that individual TennCare
enrollee must be offset in full against the otherwise allowable Federal share
of the State’s capitation payment made to the MCO for that individual
TennCare enrollee. : ~



Non-financing Issues

8]

We are prepared to accept the State’s assurances as to the adequacy of its
capitation rates. At the same time, we will require close monitoring of access,
patient satisfaction, and quality of care.  In order to verify that there is
sufficient access to care throughout the State, we must have sufficient time for
HCFA review and approval of MCO contracts, as appropriate, after approval
of the waiver but prior to the implementation of the TennCare program. In
addition, the State will provide copies of subcontracts between the MCOs and
providers if required by HCFA for its review.

Substantial changes have been made in the TennCare project, from
agreements reached in our discussions and actions taken by the State. To
confirm our mutual understanding of the actual program for which waivers
may be granted, an updated description of the TennCare program is
necessary. In addition to covering eligibility, benefits, and service delivery
provisions, a revised financing proposal must clearly delineate the sources and
sufficiency of State funding to support TennCare. Prior to implementation,
the State must provide satisfactory assurance to HCFA that it has adequate
State resources to support the program as revised.

Once the final configuration of the proposal is clear, we will develop the
budget cap that is customary in demonstration projects to address the growth
rate in Federal spending related to TennCare.

The State will establish an implementation date that provides sufficient time
for the State to arrange MCO contracts, assure the adequacy of MCO-
provider networks, set up systems, and complete administrative provisions.
It must allow time for HCFA to conduct appropriate pre-implementation
review, and for corrective actions by the State if appropriate.

The State will repeat the enrollment/plan selection process after contracts
with MCOs and providers have been signed.



MEMORANDUM FOR CAROL RASCO
FROM: Kathi Way
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Unlikely as 1t may seem, I think we have concluded the
discussions with NGA on establlshment of guidelines for state
waivers for demonstration. The final draft of the document gives
states considerable flexibility to demonstrate new approaches for
delivery of welfare and health care services to constituents.

The changes regarding state flexibility are most apparent in the
following areas, duration, evaluation, and cost neutrality. HHS
has agreed to consider a longer duration for waivers and
specified their intent to work with states to gain legislative
approval for permanent change when demonstrations prove
successful. HHS has agreed that the requirements for a control
group do not easily apply to health care demonstrations and are
not the only means by which welfare reform demonstrations can be
evaluated. Finally, HHS has agreed to consider cost neutrality
over the live of the waiver rather than on a year-by-year basis.

. I believe HHS is sincerely committed to a more timely review
of state requests henceforth; but currently there is a backlog
that is of some concern. The combination of administrative staff
changes and work on an "improved" waiver process has slowed
considerably HHS's turnaround time. To ease concerns in the
states that are certain to show during the annual NGA meeting, I
have asked HHS to prepare letters for each of the Governors with
a waiver request pending. That letter would clearly state the
status of the request and express the intention to deal with the
issues quickly. In addition, John Monahan is preparing a 2-3
page document by beginning of next week to detail for us the
status of each state's pending waiver.

Thére is one remaining issue that could not be resolved with
NGA. Currently, the use of managed care HMOs for medicaid
recipients requires the HMO have no more than 75% of the
membership from medicaid recipients. States are allowed a one
time waiver from that requirement to allow HMOs to solicit
additional membership to meet the requirementa NGA has requested
relief from that requirement in total. : Frankly, neither NGA nor
HHS has another suggestion for determlnlng quality. I have to
tell you that I have questions about the ability of states to ensure



quality for HMO recipients when the portion of medicaid
recipients gets close to 100%. HHS has embarked on a test to
assess guality in a different manner but the results are 2-3
years away. Neither John nor I can move Carl on this issue.. I
thought I might call Ray next week to seek his thoughts. Any
suggestions you have would be appreciated.

‘ Finally, I believe NGA will spend some amount of time
speaking positively about the working relationship with the new
administration at the NGA meeting. I will stay in touch with
Carl over the next week to assure there is no slippage on this
issue. Also, I will forward to you a copy of the letter .to
states with outstanding waiver requests and a copy of John's
letter to Governors as I receive them. Call me if you need
additional information. .
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MEMORANDUM

To: Carol Raseo

‘From; IJavidchod

- Re: AFDC and Medicaid Waivers

. Date: May 21, 1993

-1 wanted to provide you with a brief update on Waivers prior to your meeting with the

NGA. We had a meeting with ACF and HCFA people in an attempt to hammer out a
consistent waiver policy for all of HHS. We had before us the ACF draft which you
have and some preliminary drafts of HCFA, Although APDC and Medicaid waivers
often go to different agencics, and although there is little indicadon that states are
unhappy with the AFDC/ACF waiver process, many in the department expressed
concern that any changes/clarification in the AFDC waiver pro¢ess would immediately
be interpreted as indicating the direction that Medicaid will go as well, and might be
misinterpreted. As you know HCFA folks have been meeting with NGA representatives
in an effort to significantly improve the Medicaid 1115 Demonstration waiver process,
We do not wani to create any concern or confusion regarding these negotiations.

If we go forward with a letter to the Governors, we have tentatively decided to send
only one letter to each Governor which diseusses both types of waivers. It may come
from the Secretary or the President depending on your preferences. Initially there were
significant areas of agreement, but some areas of disagreement between ACF and HCFA
remain. But we did reach a loose conscnsus., I am confident that we can reach a joint

- position within the Department next week. Given the President's and your strong

interest in this issue, 1 think it would be prudent to discuss this issue with you sometime
soon to be certain you are comfortable with the direction we are moving.

In the meantime, the question arises as to what you should say to the Governors. The
talking points below peint to the broad consensus that is emerging here. My own

‘preference is that you not get too specific. We have not fully cleared these either

internally nor with you and the President. But this gives some indication of how far you
could go if you are comfortable with the ideas. :

0 The Administration has been engaged in very productive negotiations with the
NGA. We expect to have a waiver policy complete in the next few weeks. While
there are still details to be worked out, and you would like to avoid getting into
specifics, you ¢an say a few things. ‘

o First, we are establishing a very different relationship between the states and
federal government, one of greater trust, more information sharing, and better

1
i

ooz
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service,

We are absolutely committed to making the Medicaid 1115 waiver process faster,

more straightforward, and more friendly. We believe we can dramatically
imprave things, '

States need to understand that the legistation and the legislalive history make very
clear that 1115 waiver authority is for demonstrations, not simply a mechanism.
for increasing state flexibility. (Demonstrations are typically designed to test
specific new ideas for a specified period of time.) The Congress is very concerned
that waivers be granted for genuine demonstrations of new idcas, not as a device

W avoid rules and projections legislated by the Congress. If Congress perceives

that 1115 waivers are being abused, we could easily lose this waiver authority.

The President has indicated that demonstrations need to be carefully evaluated.
That is, after all, the goal of demonstrations. Still we will not have rigid rules
requiring a particular type of cvaluation strategy in all cases, We will seek
evaluation strategles that arg appropriate to the demonstration,

Cost neutrality remains an objective and expectation, but it will likely be applied
over the life of the demonstration.

States should be aware that health and welfare reform are likely to establish new

statutory and fiscal relationships between the states and the federal government.

Some statcs may wish to wait until the central elements of these plans emerge
before moving forward with major new demonstrations. The administration is
strongly supportive of state initiatives and will, of course, continue to evaluate and
grant waivers under the current authority. '

’_I_hgpg_\‘his_is_o.’ use. I'll talk to you soon. I can be reached at home this weekend at
P6/(b)(6) :
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MEMORANDUM FOR LEON PANETTA
FROM:  Alice M. Rivlin {g\\‘y

SUBJECT:  Status of f Hawaii R for a Medicaid Waiver

OMB has advised the Health Care Financing Administration and the Executive
Secretary of the Department of Health and Human Services that we have no concerns about
HHS’ intent to approve a 5-year Medicaid demonstration for the State of Hawaii. (This
became my call because Nancy-Ann is recused.)

Under the proposed "Health QUEST" demonstration, Hawaii plans to expand
Medicaid eligibility to individuals whose income is at or below 300 percent of poverty and to
provide their care through capitated, managed care plans. The demonstration would be
conduced Statewide and is scheduled to begin April 1, 1994.

If Health QUEST is approved, Hawaii will be the second State to receive Federal
approval to undertake health care reform that results in near universal coverage. The
Administration approved demonstration waivers for Oregon in March that will extend
coverage to those under the poverty line, as well as those employed. Other States have also
expressed interest in substantial reform of health care coverage. Kentucky and Tennessee
recently submitted demonstration requests to HHS and proposals are expected soon from
Florida, Minnesota, Vermont, and Washington,

Our position on Hawaii’s Health QUEST is based on the understanding that Hawaii
has agreed to certain "budget neutrality” requirements that would place annual limits on
Federal Medicaid costs under the demonstration. These annual limits are designed to ensure
that Federal costs do not exceed what would have been spent in the absénce of the
demonstration. Hawaii has agreed to conform its demonstration to any national health
reforms that may be enacted. ,

.

cc:  Carol Rasco
Ira Magaziner
David Kleinberg



TO: Mack McLarty
Roy Neel
Nancy Hernreich

FROM: Carol H. Rascoﬂ}kﬁ‘
SUBJ: Tennessee

DATE: November 3, 1993

I have now spoken to the two people at HHS with whom the Governor
AND his officials continue to speak just as there are three to
four of us here called daily by the Governor. After piecing all
parts together it appears fairly clear to me that :

1. Despite the calls here to us that have stated that HHS had
not called Tenn. since the Friday subm1551on of a revision, two
officials of HCFA spoke both on Monday and Tuesday to Manning
(financial person in Tenn. heading up this effort for the
Governor and the person the Gov. has repeatedly told me with whom
to work) with updates from the HCFA side and Manning working on
the Tennessee side. Manning continues to tell Bruce at HCFA that
he can’t control the Governor and his calls up here.

2. John Monahan of Intergovernmental at HHS talked with the
GOVERNOR on Monday evening, and they exchanged calls again
yesterday. John will be calling the Governor as usual today.

3. Bottom line to date: We have games being played here from
Tennessee¢, and the concern at HHS is that with the promise of an
appointméent with the President, Tenn. may be instructed by the
Governor’s office to hold on any final deal until the President
tells them indeed they have to raise more money and phase in the
program. However, HHS will continue to push on Tenn. as HHS
knows we can’t continue to refuse an appt. for the Gov.

4. Bottom line overall: I do believe we can’t hold off the
Governor much longer from the President, and I have told HHS to
be prepared to see that meeting happen early next week and to
start an iterative set of briefing notes for use with the
President. in preparation for the meeting so that we will have the
most up to date information possible for him to use. :

Finally, I FIRMLY believe Secretary Shalala MUST be in the
meeting the President has with the Governor. I also should be
there. Rationale? The President must be prepared to firmly back
the department in their conditions for Tenn.’s waiver...more
money in hard cash on the table and an elongated phase in.
Without these two items as the plan currently stands,; the harm to
overall health care reform will be very serious. The press will
be watching this waiver not only at the tlme of a decision but
throughout its implementation which will, parallel the
Congressional debate.



s THE WH!TE HOUSE‘.
" WASH NGTON. fglﬁlr SO

November 8 1993

'AMEETING WITH GOVERNOR MCWHERTER

: , pATE:,November 8 1993
LOCATION: Oval Office '
TIME: 4: 20" o

FROM¢ Carol H. Rasco

- -I. PURPOSE -

You will meet with Governor McWherter at his insistence
to discuss his pending Medicaid waiver,, - TennCare. He
does: not- want. HHS or HCFA individuals present ‘and has-
stated repeatedly to me that if the President tells him
' he-has to do what 'HCFA has directed in: order to: have.
‘,the waiver- approved - more money. and a delayed timeline
... = then he will. accept those facts: We have delayed

N tth meeting as long as we possibly could.

'fBAPKGROUND ~75:Af'f,ia-?ﬁfgfq‘ff}ﬁfufffﬁﬁ'f:“‘”

"“.,TennCare,was submitted to HHS ‘on June 16 1993./ This
'  proposal- to cover Medicaid clients‘as well ag:- the}«w
uninsured . up to a certain percentage of’ poverty was.: Lo
: deaigned by Tennessee ‘as’ they began’ to’ face the:. sunseti%,ﬁn‘-~’
. date. of April- 1, 1994: of their provider . tax.: which’haSrn‘f@Q,
'vvalLowed themvto create one ‘of the most- genercuSA,;? S
: Medicaid programs in “the- country.ﬁrWithout ‘the provider“”
Atax they face serious‘cutbacks in‘the progra' Co

y'passed but work: continued between HCFA and Tennesse
o officials.; :Governor McWherter- came: to seezsecreta'

' .7 shalala and: myself individually about;three weeks: ago. T
.. Work. has- continued’ in- good, faith between Tennessee andz;gyg;ftv”
. HCFA. since that- time.f Attached is the latest status -

‘ report: from. HCFA, - Late Friday evening the chief JRERT

"~ financial officer in Tennessee, MT . Manning, with whom o

we have' all-been’ working CONFIDENTIALLY. told Kathi- Way}f

- of my staff that he. wanted us to be aware that Bruce.

' Vladeck of HCFA has been working in total good faith'

"~ the last . three weeks and that’ Vladeck/Manning are. in

agreement on the - financing, but the Governor- will still

seek to have you as President intervene.

A set of the most expected questionsfrequests from .
Governor McWherter will be prepared by the. time of the
meeting based on the latest negotiations.




III.

Iv..

VI.

The most critical point to keep in mind is that this
meeting must not be seen by the Governor as one in
which he came in and got the final approval and/or
changes in the conditions; that is the job of HHS. 1If
he does see it as a meeting in which he gets you to
make changes, you are opening the door for other states
to stop their work with HHS/HCFA and come directly to
you. o :

Senators Sasser and Mathews have both expressed
interest in the waiver to HHS, and I had a lengthy
conversation with Mathews by phone recently. He
reminded me of his support and that of the Governor for
you. I have also had a call from  Congressman Dingell
who reminded me of his sub-committee's watchful eye on
this waiver as well as other Medicaid plans used by
states and the fact that approval of the TennCare
walver will prompt an immediate investigation into the
approval; he indicated he understood the Secretary of
HHS was being pressured by the White House to approve
the waiver. I assured him the White House expected HHS
with whom the authority rests  to grant waivers to
review the applicable laws and regulations in
evaluating any waiver.

PARTICIPANTS

President Clinton

Possibly Vice-President Gore ,

Governor McWherter: We have not been notified by his office.
as to anyone accompanying him. ‘

Carol Rasco

PRESS PLAN
No press coverage.
SEQUENCE OF EVENTS

Governor McWherter will want to present his case
refuting the HCFA demands on cash’' and redoing the
enrollment of clients. He should be allowed to talk
and then you will need to firmly tell him that in order
to carry out the federal responsibility to cover the
clients and preserve the integrity of health care
reform overall he must meet the necessary match
requirements as well as provide an orderly move into
the program.

REMARKS

None required.
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NOTE TO CAROL RASCO - : GBNH.BENH&L%

PROM1 Bruce C. Vladeck
Administrator, Health Care Financing Administration

SUBJECT: TennCare Waivar Proposal —- Status

.As you know, HCFA has been’revtewinq a pfopaa&i from the Stata of

Tenriasgan that would waive roderal Madicald requirementl® in order
ts provide ssverage to Nedivald ellgibles and uningsured in

State. While wva ars making every affort to provids maximum
£1#5ibility to statem ag they radesign thwir haalth cara delivery
SY&Tonad, weo have been concerned about the finanoing approach,
bandficlary confumion, and the implamentation sthedule that the
Btate has promoted. The State hes provided rocpongss to a numberx
of our queatiens sbout Tennlarc, momt ressntly on Octsher 2.

The Governor (s pyessing for a positive decinsion right away.

Last night we lald out for Tenneseee the conditions undey which
we would approve s waiver. (Attashed ig the natearial vwe faxead o
thexn.) The following are the ksy featurss ©of cur offer, along
with the rsactions ! sxpect from the 3tete:

o HCER OXfer: our approacn rerleots sigrniricant movemsnt on
QUr part in three areas since the Btate’'s original proposal.
We have agresd to (1) provide limited rederal macching funds
for a new form of Certifisd Public Expenditures (CPE);: (2)
praovide limited Federal matebling funds fox zervices provided
to residents of instirutions for mental disedsas [IMDx), :
consistent with the Health Seeurity: Aat, and (3) allow
cartaln premium payments by patients who would nct otherwlse
be eligible for Medicaid to count ae the State's share of
Medicald costs. We have endeavored.to limit the precedent
these three developnents might set in other states, although
it i predvadbly not possible to eliminate it. A _

Expected Raactiont The state should regard the rirst feem
as. & positive development, and will perceive some
improvement on the aecond item. On tne third item, we had
previously eommunicated our position to them, but they had
argued against the vary reazénshle limitation we had placed
en them., Qur moat recent response reiterates sur pasitisn,
which they will not regard as progress.

0  HCEA QSfay: Wa clarified Lo tho $tate that wo will nos
provide Federal matel far cavitation payments for
individuals who are aligible for Teralare but not enxellod
in the program. Kowaver, I should note that we are prepared
to mazech the costs of uncompensated care (similar to
digproportionate share payments) to the. axuvent that these
4F¥0 29TUAl State caeh expenditureds that ascount for coste .
boxne by participating providers. : «
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Kxpocted geactign! As we discuksad in oUr meatling the ouher
day, the Btatne's latest proposal suggests that they may
rogard thig & new and aignificant restriectien, sven though
it shéuld have Leen obvicug wo them Lased on all our
previous statementa. Tennesges may be Interestsed in our
altermative, but may have difficylty reising the State
remsources Lo suppoert thile approaah. ‘

o HCFA Offsa-: Rather than dictating an implementation date to
- the State, we outlined for them the process we would require
prier to implementation, In addition, we will require them
L0 repeat the enrcllment/plan sélection procese after
ﬁontracts with providers have been signed &nd approved by
CFA. :

Expected Rapctjon: We are mildly optimistic that the State
will react pomitively to this approach. :

2 HCFA Qffor: We had previonsly argued that Tennesses must
increass the capitation rate to providers because it ls not
adeguate to ensure access and Quaiity 2¢f care. (This ls ths
core igeue that has promptad 100-200 letters te us por day
from Tannesses physicianc.) In our new approach, we agree
that HCFA should not be in tho position of dictating
Medicald rates to astates (a position with which we were
never encvirely ¢omfortablej, but we requizrs that ths Etate
be akle tv asgurae apcess and moniter quality in the TonnCars

. program. o

Expgcred Reastion: Should be positive.

Finally, it is important to note that, even if Tennesseew concure
with all of our condivions, the state still has & ahortfall of
Lunds. for the program. EBUTLMATOS 0f the magnitude of the
sBhortrall cen vary widely depending upon assumptlons about the
nuaper O enrollees, treaumént of ¢PE, capitarlion rates, and the
nesd for any supplemental pocls, but it 15 in the range ol $100-
3350 million per year. g

The Btate will probably view the limitations TRAU We have listed
as significant. Nevartheless, these limitationg are essenclal to
assure that wo maintain the current percentage shares of ,
financing borne by the Fedaral and Etate govérnments and to
protect benefici{ariss during the tranatrion.

We are preparing additional background decuments and talking
voints on these issues= for you to share with your colleeques.

co:  Kavin Thorm



NO-84-1993 13755 PROM ROMINISTRATOR'S OFFICE  ™C 54562078 ~.03

i

The following provides details of our position on TeanCare financing. These details reflect
our lonjstanding view that we may omly match allowabls cosm, rather than the originally-
proposcd block zront approach. We alse provide further specification of w.r.ma'tching
policy for certified public expendirures. In addition, we provide additonal clarification on

several non-financing issues.

¥ ing |

]

g

0

We will provide Federal Financial Partcipauon (FTP) st the. applicable
Federal medical assistance percentage (FMAF) for the actual capitation
payments made by the Stats to the Managed Care Organizations (MCOs) for
each TenaCere enrcllae. ﬁ

We wiil provide FFP at the applicable FMAP for actual expenditures certified
by public hospitals for TeanCare enrollees only to the extent that the public
hospital is able 10 document that it bas an sctual expenditure for providing
satvica to a TennCare enrollee whith exceeds the amount paid to that
boupital from the MCO for the cost of providing the service to that TeanCare
enrolice, .

These public hospital expenditures will be matched on an as-incurred basis,‘
not paid as an add.an to the capitation rates.

“We will provide FFP at the applicable FMAP for actual expenditures for
_providing services to a TeonCare enrollee residing in an YMD for the flrst 30

days of ap inpaticnt cpisodc, subject to an aggtegate annual limit of 60 days

We will provide FFP at the epplicable matohing rates (FMAP and
administrative rates) for the actual oogoing aon-TennCare coets (1.¢. long-
term care, HUBS waivers, Medicare cost sharing, administration) of the
Medicaid program. i .

We will provide FEP for supplemental pools only to the extent that FFP
matches actual State cash expenditures to account for costs bome by
participating providers. :

Premium revenues must be offsat on an individual by individual basis, not in
the aggrogate, as the State has proposed. Any premium paypsents paid by an
individusl TennCare curolice ia cxcess of the State share of the State's
capitation payment made to the MCO on beheif of that individual TennCare
enrollee must be offset in full against the otherwise allowable Federal share
of the State’s capitation payment made to the MCD far that individual

Tennlare enrallee.

-~

Vo
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We are prepared to accept the State’s assurances as to the adequacy of its
capitation rates, At the same time, we will require close momitoring of access.
patient satisfuction, and quality of care. In order to verify that there is
sufficient access to cars throughout the Stare, we must have sufficicnt time for
HCFA review and approval of MCO contracts, as appropriaie, after approval
of the waiver but prior o the mplementation of the TennCare program. In
additio, the State will provide copies of subcontracts between the MCOs and

‘providers if required by HCPA for its zeview.

Substantial chauges bave been made In the TennCare project, {rom
agréementd reached in our discussicms and actions taken by the State. To

confirm our mutual undersmnding of the actwal program for whick waivers

may be granted, an updated description of the TennCare program is
necessary. In addition-to covering ¢ligivility, benefits, and service debivery
provisiars. s revised financing proposal must clearly delineate the sources and
sufficiency of State funding to support TennCare. Prior to implementation,
the State must provide satisfactory agsutance to HCFA that it has ndequate
State resources to support the program as revised.

Once the #inal configuration of the proposal is clear, we will develop the
budget cap that is customary in demonstration projects to address the growth
rate in Federal spending related io TennCare. : '

The State will catablish an implementation date that provides suffiolent time
for the State to arradge MCO comtracts, assnre the adequacy of MCO-
provider networks, sét up gystems, and complete administrative provisions.
It must allow time for HCFA to canduct appropriate pre-fmplementation
review, dnd for corrective actions by the State if appropriste.

- The State will repeat the enrollment/plan selaction prooess after oonuacts

with MCOs and providers have been signad.

-5
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e March 2, 1994

The Honorable Donna Shalala
Secretary of Health and Human Serviess
200 Independence Avenue, SW

Washingron, DC 20201

Dear Secretary Shalala:

We are writing to express our strong concern about the apparent breakdown in the
consultation process between the Department and Governors regarding issues of concern to
states in the Medicaid program. Earlier this week, we were informed by the press thar Bruce
Vladeck had announced during a speech that the Administration was preparing to institute a
federally-mandated public notice requirement for Medicaid waivers and for 1115(a) research
and demonstration waivers. NGA staff had been told of this possibilicy informally about a
month ago and had strongly objected to the proposals, The staff were reassured that the
Depantment discussions were in the formarive stages and that no actions would be raken
without much greater input from Governors. Obviously, this did not happen.

We cannot stress enough, the importance of u;aningful consultation with Governors in such
decisions. The President has committed to a partnesship between the Governors and the
Administration that is more than rhetoric. '

We strongly urge you to withhold any decisions on the public notice issue until we have an
opportunity to consider your ideas in more depth, and we look forward to berter
communications with you in the future. :

Sincerely,

Carroll A. Campbell Jr. ‘ Z@em ‘

Governor of South Carolina - Governor of Vermont

cc  President Bill Clinton
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DEPARTMENTOFHEALTH & HUMAN S;RVICBS : Chiat of Stath
- : . ‘AE ‘ Washington, D.C. 20201
MAR 2 1904

MEMORANDUM TO CAROL RASCO
‘From: = Kevin Thurm ;jt:f

"RE: Brice Vladeck's Speech

Attached please find a copy of Bruce's prepared remarks for
yesterday's speech please note page 4 where he spoke about the
public riotice issue. ‘

In the Qs and As, Bruce recalled saying things like (and I
grossly paraphrase) "we are lcoking at getting greater public
input on big waiver applications..." "HCFA is not committed to
requiring public hearings but is looking at variocus mechanisns

for public input..." "We will abide by the NGA agreement and
. anything we do will be consistent with and in the sgpirit of that
agreemerit." . :

Bruce told me that he spoke with Carl Volpe today about this
matter; he said they are now square and that there’s a commitment
to keap NGA 1nVOlVRd in the process.

'If you need any further information, please do not hesitate to
contact me.
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REMARKS BY
BRUCE C. VLADECK, ADMINISTRATOR
HEALTH CARE FINANCING ADMINISTRATION

MARCH 1, 1994
' NATIONAL ASSOCIATION OF COMMUNITY HEALTH CENTERS
*This text serves as the basis for the Administrators oral remarks

"and should be used with the understanding that material may be
added or omitted during presentation.
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Good morning. Thank you for that introduction -- and thank
you for your exemplary work as Executive Director of Manet
Community Health Center. 1I'm sure you know that HCFA, PHS, and
your home state of Massachusetts all join in applauding your
outstanding efforts and the work of your four facilities.

And it's a pleasure to be here today and to be part of your
annual Policy and Issues Forum.

To gay that much of the policy talk these days centers around
health care reform is indeed an understatement. For good reason,
health cére reform is the dominant concern.

Judging from the looks of your agenda, you've already had a
healthy close of reform "talk,” with networks and managed care the
espoused watchwords. I understand that my colleague from the PHS,
Marilyn Gaston, spoke of PHS' special initiatives designed to help
health centers form networks. ‘ '

I've been asked to speak about the role of health centers

- under President Clinton's Health Security Act. Considering the

importance of networks and managed care under the President's

proposal, it should come as no surprise that I, too, will talk some
about networks.

Understandably, as health centers you are clamoring to figure
out how reform will affect you and how to respond. The ball game
will be a new one. As a matter of fact, I think you'll agree that
right now we're in the middle of at least the first inning.

Universal coverage will certainly change your role as safety
net providers -- it will create opportunities for expansion of
health centers and improvement in the services you provide.
Indeed, while the President's Health Security Act will guarantee
universal coverage, just having an insurance card does not
guarantee car¢ -~ rather the guarantee of care is dependent upon
providers like yourselves.

The President's health care reform bill endorses principles
that I know are important to you as key providers of our nation's
health care safety net. And it contains provisions that help
ensure continuity of care for the peOplaiyou serve.

Preclictably, the environment of change creates some anxiety.
The anticipation of reform &nd the uncertainties it presents are
difficult -- but as health care professionals, we must all rise to
the occasion.

Rather than resisting change, I entreat you to evaluate,

strategize, and take action. Consider the realistic scenarios.
Build on your strengths. And, become invoulved in networks.

2
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In this regard, we have much to learn from the experiences of
health centers across the ccuntry. Health Center involvement in
today’'s Medicaid managed care arrangements provide perhaps the
closest example of the kind of environment health centers will
operate under in a reformed system.

Todsy I want to talk about the positive lessons we can draw
. from these experiences in several states -- I want to propose to
you - examples of health centers which in my opinion, have
~demonstrated a unique ability to adapt to the changing health care
environment.

Before talking about these important lessons, I want to talk
about some of the specifics of reform -- about the basics of what
reform does for all of you as health centers.

Reform

Make no mistake about it. The main message from the
Administration in terms of reform and health centers is that we are
absolutely aware of the vital and prominent role that you play in
provldiﬁg health care to our nation's most vulnerable people.

For that reason, the President's reform proposal designates
FQHCs as Essential Community Providers, and requires health plans
to contract with them for the first five years of health care
reform. In this way, continuity of care for vulnerable people --
individuals who know you and trust you and who depend on you for
.their health care services -- will not be threatened.

Not only will plans be required to have arrangements with
Essential Community Providers, but there are also. specific
safequards which guarantee that you will be treated fairly in terms -
of your participation in the network and in terms of the amount of .
payment you will be entitled to receive. .

Additionally, new federal loans will provide opportunities for
health centers to expand, bulld networks, and coordinate care for
vulnerable populations. These loans will be used for things like
the development of community-based health plans, for capital
improvements, technology and equipment upgrades, and other things
that will help make you attractive tc patients and improve your
ability to compete for contracts with health plans.

And Health Security Act's commitment to primary care and to
the expansion of the National Health SQrvice Corps will help expand
services in underserved areas.

The challenge facing you and other safety net providers will

be to coordinate your efforts and work with health plans to ensure
.that needy groups receive critical services.

3
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I know that many of you have great concerns about the reality
of health center involvement in networks. Some of the difficulties
You have faced with state reform efforts certainly don't serve to
alleviate these concerns.

We understand your concerns with the process that states are

using to pursue major reform initiatives. In fact, we've been
involved with NACHC and other groups to explore how we can improve
the process for public input on waivers -- to provide greater

opportunity for public input -- and we'll let you know the details
of this as soon as possible.

Ultimately, we beljeve that ongoing, constructive interaction
between states and health ceriters -- where the most meaningful and
effective communication can occur -- is the best way to ensure

- appropriate public input in the waiver process. So we encourage
you to work hard to cultivate this sort of relationship with your
state officials. Of course, HCFA is always available to talk with
you about this and help whenever possible.

And as I have said, there are states that I will talk about in
2 minute, where Community and Migrant Health Centers and other
FQHCs have seen positive results with the concept of managed care
networks -- states where health centers and managed care
organizations have been able to build constructive working
relationships. ‘ P

While these examples are not flawless, and certainly the
necessary collaboration is not easy, the fact is that to a great
extent they are working. Without question, these cases illustrate
the wave of the future for health centers.

Network Examples

Indeed, in a number of instances, health centers have been

able to position themselves as skillful negotiators, planners, and

" marketers. In doing so, they've overcome the barriers of health

center participation in managed care. Risk contracting by

consortiums of health centers and the crcation of separate

contracting entities to assume risk for health centers are among
the various alternatives available.

Without question, network arrangements must assure that you
are adequately compensated for the services you provide -- that
your compensation is adjustecd for the severity of health problems
you see and for the range of services you provide. Fulfilling
network requirements in terms of staff and other criteria necessary
to qualify as plan providers must also be satisfied. And, of
course, there is the issue of competing with other providers for
contracts with managed care plans.
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As a New Yorker transplanted in Wasﬁington, I go to New York
to get good bagels. T also go back to my home state when I want to
see how a microcosm of our country's  health care system has
addragsed certain issucs -- in this case, how the state is handling
the issue of health centers and managed care networks.

New York has made a concerted effort to get health centers
invulved in managed care networks. The State has provided grants
to hedlth centers to help them develop the necessary structure and
expertise for managed care involvemant. ‘

New York has developec a number of approaches to integrate
provicders into Maedicaid managed care delivery systams. Most
relovant to health centers and other FQHCs, the health centers form
a scparate corporation which assumes the risk for all services
beyand the primary care actually provided hy the health centers.

i

The contracts have low stop/loss limits which can gradually be
raised as tha haalth ranter gaing mara axperience in the managed
care onvironment. The seperate corporation makes it possible to
have less stringent reserve requirements than for HMOs -~ partly
because ot the lower stop/loss arrangement.

Maseachusetts has also recognized health centors' strengths in
delivering primary care to the state's Madicaid population. Like
New York, Massachusetts provided grants to health centers to help
them gear up for participating in managed care. For example, the
grantg helped centers set up the data systems and other
administrative infrastructure necessary to participate in a managed
care program. ' :

Starting with non-risk contracts in the first year, risk based’
managed care contracts were phased in over several years. Health
centors developed networks and referral contracts with area
hospitals and specialists.

The end result of this initiative is the Neighborhood Health
Plan, a consortium of health centers that serves more Medicaid
enrollses than any other Medicaid participating HMO in the state.

More recently, health centers in Oregon, Hawaii and Rhode
Igsland have begun developing community networks by teaming up with
hospitals. The husplital partners serve as referral faclllities and
sources of capital in these atates where health care reform
programs are being implemented.

The common thread that binds these examples together Iis
innovation. Innovation and the ability of these centers to build
on thels sules as “essentlal” prouviders, while at the same tlme
working hard to be "desirable” as well -- desirable to the people
they serve, desirable to the others involved in the networks, and
importantly, desirable to payers.

5
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- These centers have worked to overcome obstacles like the
problems T mentioned earlier -- negotiating equitable reimbursoment
arrangements, fulfilling HMO standards of participation, and
positioning themselves to successfully compete with other area
providers.

Health centers and states have met these challenges through
innovation and cooperation -- doing so as the means to the mutual
end -- to provide care to the poor or those living in underserved

~areas. To use a term I know you are all very familiar with ~~ to
provide a "medical home" for those who would otherwise be without
one.

And this is one of the¢ biggest strengths on which you must
build. The ability you have demonstrated - the experience you have
miltivated over a poriocd of more than twenty years, and the health
professionals you enlist to serve poor and underserved populations
~- to reach out to our nation's most vulnerable and provide them
with riecessary care. Furthor, by virtue af the definition nf the
populations you take care of -- the underserved -- you already have
a presence in areas where other providers do not.

WRAP-UP

I want to emphasize agaln that successful health centers are
moving from the old way of doing business, providing episcdic
health care services, to a system where everyoche -- patients,
providers, and payers allke -- has a stake in outcomes, outcomes
that are maximized through the coordination of care. Networks make
this necessary coordination possible -- and provide the continuum
of care that will be particularly beneficial to the populatiens
served by health centers. |

Health Centers are already essential. But in order to thrive
in a reformed health care system, I urge you again to demonstrate
your «esirability, too. Some of your  colleagues are already
capably doing this. Co

We are all wogking tow&rd the éamé goals. We're on the same
team. While we may not alweys agree, we're all seeking to assure
access to appropriate, affordable and quality health care for all.

HCFA 1s working to help health centera adapt. We're investing
significantly in risk adjustment research which will help assure
Lhal yuu are equitably compensated for the populations you enrull.
Many of tho rate-setting possibilities we are exploring have health
status adjusters that would provide highsr compensation to plans
that eawvll pupulatlons witl higlies ueaan cary Lusls alid yivales
health care needs. When available, those methodologies will help
ensure that the populationg you serve are fairly treated in a
reformed health care system.

H
H
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And I'd like to suggest that you all take a close look at the
guidelines recently released by HCFA's Medicaid Bureau for setting
up quality assurance systems in Medicaid managed care. You'll find
that they provide useful instruction in terms of what managed care
organizations will increasingly look: for in their network
providers. ‘

And as new ideas arise and health centers, together with’
states, experiment with new approaches, please talk with us. Now
is the time for you to strategically think and prepare -- to

- recognize the realities of a reformed system and constructively
address the probable changes

Thank you. Time permitting, I'd 11ke to open the floor up for
questions and comments.



- A new analysis 0 Medlcau b ock grants conduoted by the Urban Institute for the Kmser

. Commission on the Futire of Medicaid finds that if the. growth in federal Medicaid
payinents to states is capped at 59 per year, states would lose over $84 billion in federal

funds between 1996 and 2000. ' R | T

New York Cahfomla, Texas and Florida would lose the largest amount.. New York ‘woul»d‘
lose almost $9 bxlhon "Califorma alrnost $7 bull 1on Texas §s. 5 billion;, and Flonda $S
 billion. ‘ :

: States in the South and Mountain régions wotlld have the biggest percexitage reductions in T

federal payment. - Reductions will average over 18% in states such as Flonda Georgla ’
' A.rkansas Montana, West Vlrguua and North Carolma

The. smdv suggests that it is very uniikely that cuts of thlS magmmde could be offset through

managed care, provxder payment reductions or ehmmatlon of optional benefits -- states
wouild very likely be forced to reduce coverage or mcrease the;r own :,pendmg to offset the
sub stantial reducnon in federal Medxcald contnbutlons : :

- e e e
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The Impact of a vae Pprcent Medicaid Expendxture Growth Cap

-John Holahan
~ David Liske .
March'15, 1995

N

Contmlhng the growth in. Medu:axd 5p¢ndmg 1sA a bwotal pért of Congressmnal efforts 1o
reduce the federal deficit. .One proposal that has emerged isa 5% cap on the grthh in federaJ
| Mcdmaud :xpendxmr&s ‘I'lus would be a umform cap apphed 10 aﬂ states on all Medxcznd
’ spendmg mcludmg acute carc, long tcrm care, dlspmpomonats sharc payrﬁcnts and admxﬁxs&anvc o
‘ costs It would nge states amounts equal to zhexr current fcdcral spendmg plus 5% for cach ycar
begmmng in 1995 on into the lndeﬁmte fumre We bave discussed thc dxsmbunonal effccts of
these pohcxes elsewhere; This report addresses the aggregate ;pen@r’tg_‘ nnpacts. |

'lhe most xmportant ﬁndmgs in this analysis are: g -

o Federal Medlcald spendmg would fall as a result of a S % expendnure growth cap |
: by 20.1% in the year 2000.. Cumulative reductions in federal expenditures would
armount $84.2 billion over the 1996 to 2000 period. If state spending also grew by
5% over the period, total Medicaid expenditures would fall by $51.0 bﬂhon :
- relative to the baselme projection of $2S49 bﬂlion

s .. The impact -of-a 5% cap is greatest for stat'es in the South and Mountain regions. -
This is because these states are expected to grow faster than !hc nanonal averagc
in thc abscncc ot‘ an expenditure cap. ., '» : ‘

.. States wnh hlgh levels of d1spr0pomanatc share hospital (DSH) payments will

. - grow more slowly than average, all else being equal as a result, cxpenditure caps

will have less of an effect on these states. . This is because these states are already
" subject to caps on DSH spendmg resulung from federal legislation enacted in 1991
and1993‘ o ?=.-

* - AS% expandmre growth cap also has more serious :mphcanons for lou er income

‘ states because of the structure of federal matchmg contributions. Because federal
Medicaid payments can amount to over 70% of total expenduures in low mcome

""Holahan, John and David Liska, “State Variations in Medicald: ixnplicaﬂons for Block Grants and Expenditure
Growth Caps.” (Wasbingion, D.C.: The Kaiser Commission of the Future of Medicaid, Policy Brief, March 1995).

H
'



- .sates, replacing any lost federal funds would require greater percentage increases

' in state spending in these states. .For example, while states on average would have
to increase spending by 27.2% in order to feplace all federal funds, Mississippi and
West Virginia would need to increase state Spendmg by more than 80%, a.ssummg '
they attempted 10 maintain current sPendmg lcvels :

To cstmate the unpzu:t of 8 5% .cap we proﬁ&t Medxcmd benef;cxary and ?xpcndxmre
A'“gromh from 1993 0 the ycar 2002 ‘We make. separate pro;ecﬁons for growm in dxffere.m
beneﬁcmry groups and for chan ges in 5pendmg per bcncﬁcmry for acute and long term: care
services for different groups eg., thc aged, dlsablad adults and chﬂdren We also use rcgmnal
adpsto:-; 1) accoum for dxffc:cnccs across geographlc axeas in the rate of growth of bcneﬁmanes
and of spe:ndmg per beneﬁc:axy - ‘Ih:s allows us t0 dcvclop esumates of bencﬁcxary and ‘
7spend1ng growzh lhal are’ statc specxﬁc and more hkcly (] refloct actual growth paztems that w1l]
'. ‘vazy con51dcrably across SIates The results of our spendmg prajectmns are shown in Tables 1,
'through 3. | o | |

‘We estimate that under current faw, the number olf bcﬁcﬁménes wsll grow frorn 36 3 h
:}"mxlhon in 1995 to 43 4 rmlhon in 2000' and 45 7 rmlhon m 2002 We csnmate that Spendmg w111
' grow ﬁ'om 5159 8 bﬂhon in 1995 10 $254, s bxlhcm in the year 2ooo ‘and $304.0 bﬂhon in zooz
Bcth of these prolecuons are wuhm the range forccast by the Conoressxonal Budgct Office and
d';;: Health Care Fmancmg Admmstrauon s Office of the Actua.xy

_ Table 1 projects that Medicald expenduu:es would cxpenencc an. average annual increase.

“of 9 8% m the absence of any change in pohcy Th;s mcludes mcreases in bencfits (10 4% pcr

¥
R

L3

"Thesp adjustments allow us t@ account for much of the dszcremlals in beneﬁcxa:y and spcndmg growih across
 states.in the recent. past (1988-1993). States of course diffes somewhat within regions.in their past experience and
futire policies adopted by specific states could result in different pauems thaa we have prOj&CI.ed It is, of course,
not possible 1o know all of the likely events that eould impact any state’s future expenditures. 'We have lltr.lc choice .
but to assume the past is the bcst guide (o the fumre. (More dctanl on the cstimation methcds is av ailablc rrom thc

' aurhors )]



- yearn), .Aiﬁpﬁopémoﬁate sﬂaxe piyhx’riems‘ (5.0% pet y’eér)‘- and 2dminis'trati5n C8.4% ber yeaf)‘ '
.Téf)le 1 also shows Lhat acute. care spendmg 1s hkely to grow faster than 1ong term care. -
' Between 1‘193 and 2002 acue care services- are pro;ectcd to increase by 11 4% per year whxlé
long term care is expcctcd 0 mcreasc by 89% annualiy 'Ihesc dlfferences arc cons:stem with
- growth rates in the recent: past and reﬂeczs increases in- those beneﬁqanes hlu:iy to be heavier

users of acute care scmces as well as slow: growth in Iong tcrm care spcndmg per bcneﬁcxary

E)

_Table 2 suggests that spendmg on the bhnd and dlsablcd ( 11. 1%- per year) and adults and o

| ch:ldren (11 3% per yea:) wﬂl grow mere rapxdly than spendmg on tha elderly (8 9% per year)
ThlS rcﬂ«,ms larger increases in enrollment among the fonncr gmups as welI as. more use of faster
‘ gmwmg lacutc care servzces The smaller increases. in spandmg on the elderly reﬂecs the lmpact ‘
: of the pro_wcted slower growth in long ferm care. - |
T able 3 shows that expencmurcs m r.he South Aﬂanuc West South Central Moumam and
L .zPacxﬁc (exvludmg Cahforma) regions wﬂl grow ‘more rapxdly than in :he New England We.SL '
. Nonh CemraI and East North Ccntral w® ggons We have also madc separate adjustments for |
"CaJ:forma and New York because of th-u' size and 1mpact on overall spendmg gromh in the
program. Ca11fo{nla_1s gxpected 0 experience grow_;h ro;léghly. m line thh ‘thc«nanonal average
thic’ Néw Yofk is projec«':d’té érow somewhat:mb;e sl&‘wly Finally, st‘at‘es with high
. dlsproporuonatc share expendmrcs are affected by 1991 ;xxd 1993 legislzmon that hmus growrh
in these payments State whose dzsproporuomtc sha:c payments excccd 12% of Lhe1r Madicud ‘

o
~ expendn;zm:s ,are‘ essentially frozen. O;hcr states ~me: permmed‘to grow at th; same ‘rate a_.s thelr_ B

»m'Medlcaxdcxpandnures ‘ o L B _‘ L
Tablc 4 shows the meact of a 5% cap.on chances in federal expenduurcs over thc 1996-

2000 penod as Well as for thc year 2000. The resul(s show that federal spendmg would decline



Ly : "

i

.. - by $84.2 bllhon or 13 ?% over the 1996 to 2000 pcncd relatzve: to ba.sclxne‘ prolecuon; ‘The |

; result.» a.lso show that a 5% cap would mean 2 20 l% rcducuon (529 5 bxlhon) in fcdcral

| cxpendxtures in the year 2000 The hlgher percentagc reducuon reﬂccns thc growmg 1m;lacz of a
5% cap over time. R |

The distribution of federal spenclin’g‘ re&uctions a{:rioss‘ statés is uhc;icﬁ réﬂecring three

,factors First, states wherc c).penchmre., for acute, care arc substamzally greater than long term
care w111 exps,nence gteater rcducnons from a 5% cap because those states are esumatcd to have
had more rapid growth. Second states in the South and Mountam regxozls in pan related to

‘ morc benefxcmy growth and the greater unpoftance of acutc care, have greater percentage

Vreducuonl s in fcdcral spendmg undcr a )% cap. For example Flonda, Gcorgla Momana Nonh
Caroltna and Wesx Vztgxma will have the largcst percemage redur.tzons, over 18% ber.ween 1996-

2000 ‘Redi ucuons in fcderal Mechcaxd pendmg in :hesc statcs in the year 2000 will excccd 25%. .

States with high dlspropomonatc share payments m 1993 w111 have lowe.r reductions in

spendmg be cause current reamcnons on use of dxspropomonate share payment.s constrain their’

l - !
overall rates of growm in the absence of the cap. For example,:smtcs Wlth~ large 'dsspropomonat,e

- share paymeats, such as New Hampshire ‘(1.5%)" 'K‘ansas' (3;4%),' Miésouri (6.3%), Comieciicut B

B

@. 4%) or Alabama . 5%) wﬂl expene'lce srnaller effects from Ihe S% cap than other states in
 their regions because of the 1mp0rmnce of dlspropcmonate share paylnents

| In tenms of absolute dollars the states with the largcst reducuons in erdefal‘paynlén:t.s )
(1996 2000) are New York ($8 9 bxlhon) Cahforma ($6. 9 bzllxon) Tcxa.s (SS s b}.lhon) and

!

Flonda (85.0 bllhon)



'I'ab 5 shows reducnons in statﬁ- spendxng, assumng that States only allow their spendmg
to mcrcase by 5% If states successfully reduce spendmg by thxs amount cumnlanve savmgs .

| , wauld arnount to $60. 9 bdhon over the 1996 2000 penod ora rcductmn of 13. 3% ‘In Ihc ycar

)
/ \

| 2000 savmgs WOuld be $21. 5 bﬂlwn (1*9 8%)
The pattern of re.ducuons across states are the same as de;scnbed abovc Stat'cs in the’

South and Mountam raglons would havu the lazgesz percentagc rcducnons States wnh h1gh

' dlsproporuonaze share paymenm would havc the smane.s.t mducnons Smce rnany of the latter

|

states (h1 gh DSH) have financed dmpropomonate sha.rc payments wn:h provxder taxes and
donatmns which in. many cases-do not involve transfers of rcal resources these saﬂnés are: fca]ly’
"on paper." | | |
'Iable 6 shows that mtal (federa and state) expendxtures would be reduced by $51.0
billion in the year 2000 re]auve to the haseline of $2S4 9:billion, or by 20%. Unfonunacely, R
states may have a \«ery dlffxcult ume educmg Medmaxd ;pendxng by theie amoum.s Reducuons
, m Medxcaxd spcndmg of 20% O more are very thly not achievable sxmply by cnrolhng people |
~in managed care or otherwise controllmg uuhzanon reducmg provider payment rates or
ehmmanng: optional sew:cés. States w«ould most hk::ly ‘h:z_we to reduce cnrourm:nt in ordcr n:q.;
achieve\tho::sé savings. | |
“Because éf the difﬁcultics. in ‘méxkin.g these kinds of ‘red‘tvnclt.iéns many' statés. will end up '
: usmg their own revenues to reptaue some of the 1ost federal revenues. In Table 6 we show
estxmates under the assmnptmn that States will rcplacc all federal dollars ' This table allcws us to
| ask the que;snon How much will states have 10 increase 5pcndmg if they were 1o replace all

fundmg no langer commg from the fcderal governmem’?" We do not presume that states wﬂI in

”‘fact, rep[ac‘:e all lost federal dollars; wc,oniy estimate the effect if t_hey wished 1o do so.



| ﬁc rcsults show t};at siates ivauid ﬁa§e t;: ir;cr;;;c their own" spendmg by $84.2 :biniéﬁ
' (1996-2000) or by 18.5% to rcpiace all fcdcral funds thazi would havc been spent thhout :he cap
| In the year 2000 statcs would have 1o mcreasc spendmg lby 27 2% ($29 5 b:lhon) in ozdcr o
, replace all fcdcral funds | | | |
The states. that would ha‘;é to inctease theit‘spe'r;d&g“ the x;i;)st (1996- 2000) in absolute
" ollars égatih include New Yo?k"califbfnia Florida and Téxas. | Hoﬁé#cr the‘s‘ta‘tcs'that’ w;oulgl Q
ha\e mcrease their sPendmg the most in percantaga tarms over dus penod would be West
, Vuglma (62 7%) New Mexlco (49, 2%3 stsxs&ppn (57. 2%) and A.rkansas (51 0%) The |
- pe:cema,ge increascs for these states are: substannally larger in the year 2000 For example
spendmg mcreases would exceed. 80% in Mssmmppx and Wcst Vugxma in 2000 relative 1o the
baseline if these states auempu:d 0 ma.{ntam current sper;dmg levels They clearly would nct do
so, bt these estimales indicate the km:s of program unpacts that could result
' 'nae largc impacts on thcsc states occurs because zhese states have very hm;;hlmatcﬁing

: tatcs--fedex al contnbuuons would a(r;ount to over 70% of rhcir Medicaid spcndmg Reducuons

ied»ral clollars Lhereforc reqmre large 1ﬁcreases in spendmg relauve 10 Iheill‘ currcnt outlays In
céntrast. Hsmtes such ay Ncw York and California w}uch have very laroe mcrcascs in absolute -
' doli;rs hav- relauvely small increases in pe;:centagc tzrmg (11 5% and 12 2% rcspecuvely in
'1996 2000) As. before states mth 1arge dxspropomonatc share payments would have to make -
much smaucr increases in state expendsturas to offset the‘reducuon in federal dollars Thls B
follows; frcm the fact {hat their rates of growth in the basclme are already low; consequently
their reducuons from r.he 5% federal cap would bé substanually smaller as well

'I‘ables 7.and 8 show our pr o;ec:e-d gmwth in bencﬁc@:es from 1993 2002 by c.hgxbmty

’group and by region, respacuvcly Tables S - ll prowde csumates of changcs in fedeml and

; ‘state spendmg. for the 1996 - 2002 p&ncad. ‘




Table 1.

- Medicaid Expenditure and Beneﬁcuary Propechons 1994-2002

“tolafs include Arizona .

. By Type of Setvvce : :
. Average
e . S : : o _ - 1893-
Expenditures (billions) 1993 1994 9995 1996 i997 ~ 1986 7999 2000 2001 2002 - 2002
. Totai ) 1312 1448 1598 1763 1939 2133 2356 2549 2763 3040
. Growth - 10.3% 10.3% 10.3% 10.0%  100% . 9.6% 0.0% - 92% 9.2% 9.8%
Benefits" 109.5 1226 1369 1522 1685 186.7 2049 2239 2446 267.7
 Growth o o =t20% W% 112% 106%  10.5% 10.1% - 93I% 93% . 9A%  104%
Benefits by Service , _— o . . e '
- Acule Care 64.0 725 1.8 920 1027 1145 1269 1396 - 1636 1690
- Growth o= 13.2% . 129% | 12.4% 1LT%  11.5% 0 109%  10.0% 100% -~ 100%  11.4%
Long-term Care 442 40.6 535 585 63.8 63.5 75.5 84.7 88.3 855 .
Growth - - 0.1% 9.9% 92.4% 9.0% 8.9% . - 8.8% 8.1% 81% e2% . 8.9%
DSH. 16.9 12 17.7 16.3 19.2 203 214 - 227 .. 244 . 263 _
. Giombh . 16% - 27%  36%  46% 54% = 55%: 6.2% T5% 0 7% 0 50% . -
Admmistration 48 50 52 - 57 6.3. 6.9 7.6 .83 9.1 100 ..
"~ Growth - C3.9% 3.9% 9.7% 0.7% 9.7% 0.7% 98%  9.6% 9.8% 6.4%
Beneficiaries ((housands) - L _ ‘ . R oL ;
Tatal : 32,834 34611 36,321 37,947_ 139,602 41,027 42,316 43,400 44,515 45,664 )
Growth B 6.1% 52% . 45% 4.1% 18% - 3% 26% . 26% . - 25% 1.8%



Tab!e 2

‘Medicaid Expenditure and Beneﬂciary Projechons, 1994—2002

By Beneficiary Gfoup : .
: Average
' o I B - , - 1993-
: Expendrmms (he!k!ms) ~ 1933 1984 1995 4996 - 1997 1988 1988 2000 - 2001 - 2002 - 2002
Tolal - ) 1312 1448 1598 - 1763 18390 2433 2338 2549 2763 304 :
Growdh : ' . - 0X%. 103% 103% - 100%  100% - 95% 90% . 9.2% . .9.2% -9.6%
Benerts" ‘ : ‘ 1095 1226 1388 1522 1685 1861 2049 2239 2448 267.7 .
_Growth T J20% TR 12% 106%  10S%  10.0%  93% 93k 94% @ 104%
" Benefits bvBamﬂclarv Gmup T ' o LT S - Lo '
Elderly : . 343 378 416 454 494 538 568.4 63.1 . 68.3 739
— Growth - 103%  100%° 93%  8E% . 8T% 8.6% . 8% .. 82%  62% 6.9%
B¥nd & Disabled .7 395 443 497 558. 621 691 768 844 - 928 1020
. Growth . . L% 123% 123% 13K 11.2% 0 119% 9% 9.9%  9.9% 11.1%
* Adufts & Chilgren ‘ .266 2.1 360 - 404 453 506 559 . 816 67.8 74.7
Growth - 124% © 121%  121%  12.9% . 1.7% 10.5%  10.2%  10.2% 10.2% 14.9%
PregnanlWomen&Chidren 5.8 70 . 80 88 96 ° 105 114 12.2 13.0 14.0 o
: . Groudh C . = 1080  dcou WoK . ooy 0% . 88% - 2.2% 72% T 10.2%
DSﬂ ' ] - 169 17.2 17.7 = 183 ., 19.2 203 - 214 227 244 - 263 '
Growth - =T : - 166 . L% 3.8% 4.8% 54% @ 55% - 82% 75%  7.1% | 5.0% -
Admismistration B , ‘4.8 50 52 - 8.7 6.3 69 7.5 83 91 100 :
. Growth L - 39% . 3.9% 9.7% 9TR% - ATW. 92T% - 9.6% 9.8% 9.8%. 8.4%
Baneficlarias (thousands) L S | S
Total . S _...32,834 34511 36,321 37,947 39,502 41,027 42,316 43400 - 44515 45664 .. ..
. Growth o . - L BI% S2% . 45% - 4% A9 3% - 26%  26%  2.6% . 6%
. ‘folﬁlsfndudstme - - e ~ ] ; » - * — -
asiiminn e



lofals mclude Anzona,

3.9% - .

L eT%

9.7%

9.T%

9.6%

9.6%

Table3
Medicaid Expendnture and Beﬂeﬁciary Prolechons. 1994-2002
By Regmn V
: , Average
» . , o . ) 1993-
. Expendstm-a-s (baﬁons) -~ 4583 - 9854 1995 - 1936 1997 4998 1799 2000 ° 2001 2002 2002
Total #1392 14486 1598 1763 1929 2133 - 2338 2549 2783 3040 -
Growth - . 103%  103%  C10.3%  10.0% 100% © 96%  90% 2% . 92% 98K - -
Benoﬁbs" 109.5 1226 1369 1522 1685 186.1 2049 2239 2448 .. 2677 o
. Gmowh ¢ 120%  WT% NM2% 106K 105%  101% 9% 9% 94%  104%
Bemﬁtsbvﬂegmn R : ‘ o ' , o C '
New England - 7.5 8.2 9.0 9.9 10.8- 11.9 130 . 142 155 169 o
_ Growth ' 10.3% 98N IT% 94% | 0.6% 95% - 91% 9% 04N 95%.
" _Middle Altantic 112 124 138 - 153 16.8 6.5 204 223 24.4 266 »
~ Growth S .M2% 0% . 106% .102%  10.2% 95% | 93%  05% - 0.4% 104%
South Allantic- - - 13 7« - 158 10.2 20.7 232 260 20.6 Ns 4.4 aze -
Growth - -l 16,3%  14.6% . 136% 9Z5%. . 11.8%  108% 4%  94% DA% C118%
EastSodhCen!tar 6.2 7.0 7.9 8.9 . 9.9 10.9° - 120 13.1 144 @ 157 B
el S - i30%  iZé% - iie% (1% T 108%  102% - 92% T 02% T 9.2% 108%
~ West South Centra \ 102 117 13.4 15.2 170 190 - 210 - 229 . 251 274 .
Grawth . 14.7% 14.3% 13.2% 122%  145% . 106%  94%. - 94% B.4% 116% .
- East Nosth Central 18.2 202 © 226 248 273 . M1 33.1 362 . 396 433
Grawth - Coe o 11.4% 11.0% © 10.5% . 104% . Q1% 99% . 9.4%  94% 9.4% 1W.1%
West North Centra! - 6.5 71 7.8 8.6 94 102 M2 = 133 - 145 :
_ Geanth . - 0W2% 0 9.8% - 95% 92% 9.3% 9.3% 2.0% . 90% 9.0% 9.4%
~ Mountain 31 35 40 _ A5 50 55 61 _.66_..72 __ 79
7 Growmh - 6% . . 13.9% 122% 114% - 1.0%  103% 9,3 9.3% - 9.3% 11.0%
- Pacific 36 41 46 52 58 64 74 17 8.4 9.2 L
Growth ~ Coael 0 T13.9% 0 105% T C 125% 15%T 1L0%  10.4% 9.0% - 9.1% 9.1% 1.1%
Califomnia t1.0 12.3 137 152 - 169 10.7 207 227 243 273 .
Growth . 5% €S% © 114%  110%  108% ©  10.4% 9.7% 9.7% 96% 10.6%
New York 171--°187 . 204 - 223 243 266 292 © 319 348 380 - .
» . Growth LT 83% 92% 0 93% . | .92% 95% - 9.3% 9.2%. 8.2% 9.2% 9.3%
DSH 169 172 . 177 - 183 192 203 . 214 227 244 263
.. Gtowth D 16% 2% 38% . 48% 5A% O 5.5% 6.2% 1.5% 7.7% 5.0%.
Administration . . A8 .50 52 . 87 . 63 6.9 7.5 83 - 91 100 ’ .
Growth- ~ . ° - 3.9% 9.7% 9.8% 9.4%



" Tabled

Medlcaid Expenditure Pra;ectrons 1956-2'000

.~ Federal Expenditures -

Federal Expenditure Growth Cappad at 5% per Year Startmg 1396

(m:lhons of do Iars)

Wvyomina : 83y

705

18.2% -

- 188

: ;1995-2001& 2000
‘ ' 5% Federal Cap 5% Faderal Cap
‘ , . Baseline Expend. Changs %Change _Baseline' Expend. Change %Change .

~ Total ' 615875 531782 (84,193) .-13.7% 145462 . 118979 (29.483) -201%

_Aladama’ - . 9,142 8.273 (868)  -8.5%. - 2123 . 48200 . (301) -142%.
. Aaska 1.278 - 1064 . (215) -168% - . 307 234 73) . -23.7%

- - Arlzona | - 7,786 6612 (1175 151% 1889 1454 (414) -22.2%
Arkansas . 7219 5953 (1,266). -175% - 1,739 1,309 (429) -247% -
California 56,287 49,408 . (B,879) . 122% - . 13358 © 10868 - (2,488) -186% -
Colotado 5271 4426 . (845 -160% ., 1265 974 . (291) .-23.0%
Connecticut . 8849 7925 . (724) -84% - 2004 - 1,743 (260) -13.0%
Delgwars & 1.127 . 88% .- (188) -147% - | - 268 . (58) -21.5%

- Districtof Columbia . 2345 . 2516 = (429) -148% . 706 553  ..(153) © «21.6%

" Florida 26,390 2133¢  (4998) -188% - = 6389 4708  (1683) -283%
Georgia . 16.845 13703  (3144) -187% . 4077 . 3014  (1082) 26.1%
Hawall . 1772 . 1474 (298) -168% . - 425 . 324 (101) - -238%
Igahe , 1918 1838 . (Q77) -145% 457 361 . (88 -21.1% -
NMnols 21,7317 18870  (3,080) - -141% 5,194 4107  (1.087) -20.8%

. Indiana 15,105 ° 12971 (2133) -141% 3,608 - 2853 (7%4) -208%. -
Clowa - . 5151 4530 (B21) -121% . 1,218 887 . (221) -18.2% -
Kansas o ... 3883 3632  (331) . 84% 819 - .. 789 (1200 -13.0%
CKenfucky © -11.823 10023 (1,901) -158% 2,869 2,205 (664) -23.1%
‘Louislana . 22481 19,722 (2739) & -12.2% . 5255 . 4338 - (M17) -17.4%
Maine . 3876 3647 - (328) 83% ' 925 L8020 - (122} -132%
Maryland 8,767 7422 (1,345 -153% 2,105 1,633 (472) -22.4%
Massachusells . = 16,576 14421 . (2158) -13.0% . 3946 3172 @73 . -198% -
- Michigan . ¢ .20,656 17730 . (2927) '.142% = 4843 3800 - (1,043) -21.1%

- Minnesota- 9,705 8625 (1,080) 11.1% ! 2293 1897 (398) -17.3%

- Mississlpp! . 8189 63945 (1244 -152% 1954 . 1528 . (427) -21.8%

-+ Missour] 1 . 9,943 . 8314 (629} £3% ., 2277 ‘2,049 .7 (228) -10.0%

~ -Montana- 2288 . 1,832 - (438) -192% - 548 403 (143)  .26.2%

* Nabrgska, 2923 2580 . (383) ..124% 892 . 883 (129) -18.6% -
"Nevada - 1,887 . 1,638 (251) . -133% . 449 - 380  (89) -18.8%
New Hampskire. 2,538 2500 . (38) -15% | 565 550 ° (16)  27% -

. New Jersey 18,527 16869 (1.858) -10.0% | 4.321 3667 (654) -15.1%

" New Mexlco ©3.843. 3,257 (687)  -17.4% - 957 78 ¢ (234) - -247%
NewYork 77313, - 88385 (8,928 -11.6% : 18338 15043 = (3.296) -18.0%"
North Carofina .~ 1B781 15119 (3662} . -19.5% ' 4542 . 3326 (1.218) -26:8%
North Dakota 16843 1448 . (195 -11.9% - 388 319 (68) -17.8%
Ohio ..~ . . 26707 23061 (3845) -138% | .6,380. 5073° (1.287) - -20.2%
Oklahoma -~ . 7249 60683 (1.180) -163% . 1735 1336 (400) -230%
Oregon 5,825 4,845 (980) -1688% 1383 . 1,086 (327 -235%
Pennsylvania . 25.165 22189 (2975) 118% - 5383 4881 (1,102) - -18.4%
Rhode Istand -~ 3,584 3137 (447) -125% ' 850, B8O T (160) -18.9%

. South Carolira =~ 10.072 8871 (1201) . -119% 2,385 1,951 (408) -17.1%
South Dakota - 1,559 1366 (185): -12.5% . 370 300 - (70) - -18.9%
Tennessee . 15,807 13395  (2412) -153% - . 3,789 - 2847 ©  (842) . .22.2%
Texas - : 39,767 34284 (5482) -138% ° 9390 7542  (1.848) -19.7%
CUtsh 3328 2812 - (598) - 155% . 797 819 . (178) -22.3% -
Vermont S 1307 1,146 (181) ~-123% ' 310 o252 . (S8) -18.8%.
Viginia - 7 8,508 7010 (1496) -176% | 2,048 . 1,542 (508) . -24.7%
Washington 11,910 8947 . (1,963) -18.5% 2855 - 2188. - (666)

Waest Virginia 8,819 7,80 . (1,738 -195% 2,165 1579 (585). -27.0%
Wisconsin 10,840 . 9359  (1.482) - --13.7% 2,583 . 2,059 (524) -20.3%
(126} 158 (43)

-21.8%

233% - -



Tables ‘ ‘ - . : R
Medicald kxpendnture Projections, 1996-2000 o o S .
State Expeénditures, Without States Maintaining Total Ba:elma Spcndlng S
Expenditure Growth Capped at 5% per Year Starting 1996 ‘

{millions of dcllars) BER
, 1996-2090 - ‘ 2000

' B “ 5% Cap - : ' §% Cap o
, ; . Basellne Expend. Change %Chanae Baseline Expend. Chanso " %Change
Total .. 458180, 395318 (50,864) -133% 108,429 . 86,860 (21.469) © -19.8%

. Alabama . 3653 3308 (7). 95% ! 848 ~727'.~ {120)  -142%
Alaska 1,278 1,084 (215 -188% ' 307 " 234 {73y -23.7%
Arizong 4031 3423 (B08) +15.1% 967 753 (214) -222%
Arkansas T 2483 - 2047 (435) | 175% 598 - 450 (148) -247%
Californla - - ’58287. 49408  (8879) . -12.2% 13356 . 10,869  (2.488) -186%
Colorado = 4415 3707  (707) -180% 1,059 © 818 . (244) -23.0%
Connecticul, 'B.849 1925 (@4 . B4% 2008 - 1743 {260) -13.0%
Delawara 1127 - 861 - (188) | -147% 269 . 211 (8B) -~ -21.5%
District of Columbia 2845 - 2,516 . (429)  148% 708 - 853 - (183) -21.8%
Florida . 21,565 17483 - (4082) -1B8% . - 5221 . 3846 (1,375) -26.3%
Georgla 10,280 8370 (1320) -187% - 2480 = 1841 - (B48) -26.1%
Hawaii - 1772 1474  (298) -188% ;. 425 324 (101 - -238%

Cldahe . 775 663 (112) -145% - 185 146 @B9) - -211% .
filinois s 21.731 18870  (3.060) -141% | - 6184 4,107 (1 .087) . -20.9%
Indiana . 8781 . 7550 (L242) -141% 2100 - 1861 . . (439) ..208% -

o lowa . - 305  28%0 (38 -121% .- 723 532 - (131) -18.2%

- Kansas . 2848 . 2810 . (238) - .-B4% ! 880 - 5§74 - (86) -13.0%
Kentucky : 4,706 3856 . (750) | -159% 0 11% “870 (262) -231%
“Loulsiana 8011 . 7038 (977 -122% . 1874 . 1547 (327) -17.4%
Maine 2,458 2.253 (03) - -83% 571 498 (@6) -132%

© Maryland 8,767 7822 (1,345 . .183% 2105 1633 | (472) .-224%
‘Massachusetts .. 16,576, 14,421 (2355 -130% | 3946 3172 @73 -196%
Michigan 18336 14021 (2314) -142% . 3903 - 3084 (825) -21.1%
Minnesota o iT7883 7017 (888) -11.1% 1,882 1,587 (325) -17.3%
Mississippl . 2175 1845 . (331) -152% . 519 406. (113) -21.8%

. Missoud 6557 6142 (415)  83% - 1,502 1351 . (151) -10.0%

- Montana o 830 751 (178) . -192% | 224 185 -~ (S9) -26.2%
Ncbraska . 1844 1818,  (228) © -124% | 438 - 385 - (81) -186%.
Nevada : 1,723 1493 . (230) 133% - 410 328 (81).. -198%
New Hampshira . 2838 2500 (38 5% - 885. 850 (16 27%
New Jersey 18.527 16669 - (1888) -100% - ‘4321 = 3667 (654) . -151%
New Mexico 1,398 1,153 (243) -174% = 337 254 . (83) -247%
New York S 77313 88385  (8,928) -91.5% ¢ 18339 15043 (3 208)  -18.0%
North Carolina - 970 7817 (1893) 195% , 2348 - 1,718 . (629) -26.8%
North Dakota 632 557 s -198% 149 - . 123 2n  17.8%
Ohle 17,620 15215  (2405)  -13.6% 4,186 . 3347 (849) -202%
Oklahema - . 3156 2842 (514 163% . 755 581 . (174) -23.0%
Oregon 3511 2921 (S81) -168% - 840 543  (197) -235%
Pennsylvania 20,183 17806  (2.388) -118% 4801 .. 3917 (884) -184%
‘Rhode Island 3,098 271 {386) -125% . 73% 598 - (139) -18.8% -
South Carolina 4,058 3574 (484), 119% .. 943 - 786  ° (183) -17.%
South Dakots - 680 577 (B3 125% 157 127, {30y -18.9%
Terinessee . . 7587 ' 6429  (1,158) --153% -~ - 1818 1414 - (404) -222%
‘Texas 21944, 1899 (3025) - -138% 5182 4182 - (1 020y | -18.7%
Uah 1,092 923 - (189) -155% - 281 203 (58) . -22.3%
Vermont @ . 875 768  (108) -123% - 208 - 183 (38) “-1B.8%
Virginia - ' 8508 7010 (1498 -176% 2048 - 1542 (508) -28.7%
Washington . - 9737 8132  {1605) -18.5% 2334 - 1,789 (545) -23.3%
West Virginla n2712 2232 (540) -19.5% 873 491 - (182)  -27.0%

Wisconsin 701 . C 8131 (971) 137% - 1892 | 1349 (343)  203%



Tables < A R
Medicald Expenditure Projecticns 1998 2000 . i T

Federal and State Expanditures SRR
Total Expanditure Growth Cappeﬁ ats% perYearStarting 1996 R

(rm onsofdo fars) - T <o SRS
: 1995-20 0o o 2000
S - - §%Cap - _ ‘ : .. 5%Cap .
. " Baseline Expend. ‘Change %Change Baseline “Expend. Chango “%Chant

© Totat - 1072155 - 927.088 (145057) 13.5% . 264,891 203939 {50852 -200%' ‘
"Alabama . 12795 11878 (1216 95% | 2963 . 2547 (422).-142%

. Alaska . - - 2857 21270 - (430) -16.8% . . 614" . 488 (146) 237%.

. Arizona 11,817 10035 (1.783) +15.1% ° ‘283 2;207 "(628). 22.2%

. Arkansas * - 9701, 8000..  (1,702) -175% . 2,337. .© 1780 (B577) -26.7%

" California 112575 98817 -(13758) -12.2% ' 26712 © 21737 . (4575) -1B8%

_Colorado 9688 . B3 (1552 -160% | . 2,324 . 1789 - (535) 23.0% -
Conneclicut - 17,289 - 15851 - (1,448) 84% 4008 S 3487 (521) «13.0% .. -
Delawara - 2,254 822 - (331)--14.7% - 833 423 (118) -2156%

, Distrfdof(,oumbxz 6,890 5,031 (858) -14.6% § 3,412 1,107 -0 (305) 216%
Florida A7955 . 38877 (9078) -189% - 11610 8552 - (3,058):-283% -
Georgia 27,138 22073 (5,064) -18.7% . - 8567 L4885 (1,711) -261% . -
Hawaii - 3s44. . 2848 (598) -168% | - .BST 648 . (202) -238% .
idaho 2692 2302 (390) -14.5% 642 S 808 (138) -211% | .
Hlinois - 43,481 37341 - (6.121) -141% , 10388 8,214 - (2,174) -208% -

. Indiana. . 23838 20521, (3375) “141% . 5707 4514 (1 183) 208%. . -

L lowa 8210 7221 (890 -12.4% . - 1,841 ... 1,588 . (353) -18.2% :
Kdnsas: - o 88117 Bed2 - | (558) '84% - 1579 - 1373 . - (208) -13.0%
Kentucky 16630 - 13979 (2651 -158% . 4,001 - 3075, C(926) -231%
Lauisiana 30,472 2675  (3718) -122% .. 7130 .. 5886 - (1.244) -174% - .

' Maine 0 8431 5800 (53) 83% . - 1486 1298 ., (188) -13.2%

- Maryland U 17835 14844 (2691) -153% . 4209 . 3,265  (944)-224% .
Massachusetts = 33,162 - 28843  (4309) -13.0% ' 7892 . 6345 (1.547) 196%
Michigan . 36,892 31751 (5.241) -142% ; . 8853 - 6984 (1.888) -21.1% - -
Minnesota - 17.669 15703, " (1.888) «11.1% ' 4175 13454 -(721) AT:3%

. Mississippi-. 10,364 8730 . (1,575) -152% ' ' .2474 1,834 ° (540) -21.8%

.~ Missout 18500 15458  (1.045)  8.3% 3778, 3400 . (379) -00% .

. Montana 3189 ° 2583 - . (615).-18.2% ; s 770: 568 (202) -28.2%

.. Nebraska 4768 | 4176 . (891) “124% . 1,128 918 - (210) -188% -

' Nevada 3610 . 3129 - . (481) “33%°, - BSB. . 688 - (170) -198%
‘New Mampshlre =~ S077 5000 0N 45% - 1,131 1100 (31), 27% .

.- New Jersey 37,054 33338 - (3.716) -100% Lo ;8'.642; 7334 (1 308) -15.1%" ..

" 'New Mexico 5339 . 4410 (930) -17.4% . 1287 .. 970 - (R17) -24.7% .

. NewYork " 134828 138771 . (17885) -115% . 38878 30086 (6581) -18.0% - . .

. ' North Carolina 28,491 22836, - (5595) -185% - 6890 .. 504§ (1.845). 268%

© . North Dakota 2276 - 2,005 (270) -118%; - 837 441 (96) -178%

"Ohie |~ . . 44328 38276 (6050) -138% 10,855 8420 - (2.136) -202%.

_ Okiahoma - - 10405 - 8711 - (1594) -183% .. -2480 - 1816  (574) -230%

COregon. - . 933% 1766 - (1,570) -168% = 2233 - 1708 (525) -235% .

- Pennsylvania 45358 39,995 .- (5.363) -11.8% -~ 10784 ~ -8798: -(1,986) -184%

" Rhode lsland . 6881 §843 . (833) -12.5% ., 4585 1,286 ~ (299) -18.9% -

- Seuth Caroling 141300 12446~ -(1,686) -11.9% 1 . . 3304 2738 .. (567) 17.1%
South Daketa -~ . 2219 1941 - (278) -12.5% . - 527 . 427 " '(100) -189% -

' Tennessas 7 23334 18824  (3569) -153% . . 5607 4361 (1,246) -222% .
Texas: CBL7IT 53204 . (8507) -13.8% 14572 . 11704 (2.868) -19.7% -
Utah . 442 3736 (686) -155% . . 1,058 . 822  (236) -22.3%

: Vermont 2182 . 1914 @89y “123% - 518 - 421 .(97) 188%
T Viginld 17,013 14021 (2.992) -178% - .. 4,086 ~3034 L(1.012) -247% .
Washlngtsn 21647 - 18080  (3.588) -165% - 5188 3877 (1.211) 233% @ .
West Virginia 11,691 9412 .. (2.279) -195% 2837 2070 (787) “27.0% -

T Wisconsin 17942 15430  (2452) -137% . - 4274 . 3407  (867) -20.3%’

wai



Tah!s
9‘11 Fdlﬂ.d‘i

L

Exnm-m:,m,e p?ﬂjaczaat 8, 18% ’
State Expenditures, Wth States Mamt.alalng Tolal Baseline Spendmg

£Uw-

Federal Expenditure Growth Capped at5% per Year Starﬂng 1996
(millions of dollars)

Wyoming

g72

244

15

1996-2’002 2002 .
, 8% Cap - 5% Cap ‘
Bassline Expend. Change' %Change! = Baseline Expend. Change %Change
Tota! 703847 870803 ‘166862  237% 129358 174982 - 45624 = 353%

+ Alabama 5552 1255 - 1704 . 30.7% . 985 1,445 - 460  46.6%

- Alaska’ 1,980 2393 - 413 208% - 366 475 108 28.8%
Arizona 6255 . B53%4 2339 . 374%: 1,163 1806 - 643 55.3%
Arkansas 3852 6280 2429 63.1%' 715 1,351 838  88.9%
California - 87038 - 101,273+ 14235 - 164%; 16092 20201 - 4109 . 255%
Colorado 6.841 8487 18468 - 241%, 1268 . 1708 440  347%
Connecticut 13200 147220 1522 . 115% ! T 2371 - 2,820 - - 449 189%
Delaware 1744 2071 327 .188% i~ - 322 411 B3 27.8%
District of Columbis 4568 5428 . 861 _188% 843 1.087 . '239 7 28.1%
Florida 33543 43067.- 9524  284% i 8,261 8735 . 2474  39.5%
Georgia . 16,003 ©  22D12 6009  37.5%- - 2,987 4553 1,566  52.4%
Hawaii 2,745 3318 573 208%: . 508 658 151 29.6%

. idane S 1197 1741 8448 454% 220 - 387 . 147  666%

 llinols 33641 38772 8131 182% . 8.225 7922 1897 - 27.3%
Indiana - 13,602 . 17.859° 4257  313% . 2514 3686 1173 46.7%
lowa 4705 5953 1248 ° 26.5% . 858 1,208 347  4D.4%
Kansas 4,335 5014 ~ B79  157% 773 968 195 25.2%
Kentucky 7308 11055 - 3746  51.3% . 1,381 2377 - 1016 . 747%
Loulslana 12,220 17,422 5202  426% 2186 035832, 1348 61.6% .
Maine 3.755 4458 703 18.7% 678 - B91 213 31.4%
Maryland 13600 . 16263 2883 - 19.6% ' 2,526 13.253 726 26.8%
Massachusetts 25605 29961 | 4356 17.0% ! 4,716 5835 . 71218 25.8%
Mickigan 25315 . 31202 5888  23.3% 4,898 6333 1638  349%

- Minnesota 12255 14431 2226  182%.' 2238 . 2876 . 637 - 284% -

~ Misaissippi 3359 5771 24120 718% |. B18.. 1258, ' 840 103 7%
Missour §,803 11185 . 1292  131% . 1733, 21027 389  21.3%

- Montana 1440 . 2283 . B13  564% | - .268 470.. 204 . 768%

- Nebraska - 2.837 3,563 726 2568% ' 518 719 201 - 38.7% .,

. Nevada ' . 2,861 3167 505 180% - 491 631. . 141... 287%
New Hampshire 3772 - 3861 8% 23% ! ‘835 664 29 4AB%
‘New Jersey .~ 28258 31954 . 3896  131% - ~ 5058 6074 1,018  201%
“New Mexico 2489 . 3496 ¢ 1327 . 61.2% | ~404 756 351 - 86.8%
New York 119,220 137674 18454 15.5% ' . 21879 27172 - 5294 -283%

.+ Nerh Carolina 15075 2195 6881 .456% |- 2801 . . 4552 - 1751 62.5%

©. North Dakota 871 . 1360 389  401% 176 283" 107  60.7%
Onio 1 27.208 34488 - 7260 287%. 5008 7,001 1,985  388%
Oklahoma 4877 7438 2261 . 46.4% 898 1,483, . - 591 §5.8%

~ Oregon 5422 7276 1854  342% . 936 1,473 477 47.9%

- Pennsylvania 31170 37318 6148 18.7% 5731 7492 ¢ 1,781 30.7%
Rhode Island 4775 5877 02 ' 18.9% 875 1,128 . 252  28B%
South Carciina 6.188 8474 - 2286  369% 1,708 1699 593 5316%
South Dakata 1,017 - 14127 385 388% o187 - 237 . 110 59.1%
Tennessee 11,736 16452 7 4715  40.2% 2,165 3430 1264 58.4%

" Texas 33814 44571 10757  31.8% 8,202 3125 = 2924  4A7%

- Utah 1680 2696 1006 59.5% 312 - 581 263 86.2%
Vermont 1.351 1678 328 243% 248 M 93 =~ 37.3%
Virginia 13.130 18051 2861  21.7% 2.446 3182 746 30.5%.
Washington 15067 18841 3773 250% 2783 3774 . ¢ 991 . 356%
West Virginia S 4317 - 7828 3312 767% 808, 1657 853 106.3%
Wisconsin 10971 13528 2857 27.0% 2021, 2835 -85 " 403%

628 38.8% ' 8D. - 85, 5B6.0%



Tabla 7 ' ' : , L
Medicaid Expenditure Pro]ections, 1995;-2900 : ‘ e
State Expenditures, With States Maintaining Total Baseline Spending

' Faderal Expenditure Growth Cappad at 5% per Year Startmg 1996

(mslhons of dollars) - . .
19862000 5 ‘ | . 2000

—___E4uCap ~ &% Cap
; ~ Baseline Expend. Change %Changs Baseline Expsnd. Change - %Change
Total . . 456180 540,373 84193 185% 108429 ~ 137912 . 20483 . 27.2%
Alabama - 3883 4522 89 238% - 848 1,149 301 356%
Alaska U 1,278 1.483 215 18.8% - 307 T 380 73 237%
Adizona i 4,031 5208 1,975 291% - . 967 .. 1381 414  428% -
. Arkansas . . 2483 3743 1266 . S10% - . 598 - 1,027 429 718% .

" California §6,287  .63.166 6879  122% 13358 15844 2488 . 186%

. Colerade - 4415 5259 . 845  19.1% 1,089 1,350 291  2T5%.

© Connecticut - 8848 8373 724 84% - 2004 2284 . 260 ° 13.0%
Delaware . 1,127 . 1293 188 . 147T% - . 269 328 S8 . 215%

' Distdet of Columbia = 2,945 3374 429 148% 706 . 858 183 © 216%
Florida - S 21585 28561 4996 .'232% . 5221 ‘8904 1683 - 322%
Georgla - - 10,280 13434 . 3144 306%. - 2490 3552 1082 427%
Wawail C1772 - 2070 238 168% 425" - 527 101 238%
Idaho o 775 1053 277  3%8% - 185 .28 198, :521%

* Minois ‘ 21,734 24791 3080  141% 5,194 6,281 1,087  209% .
Indiana - 8781 - 10825 2133 243% 2100 - 2854 . 754  3598%
lowa r 3059 - 3680 - 621 203%. = 723 845 | 221 - 306%
Kansas : 2848 . 3179 W1 -118% .. e . 780 -~ 120 18.1%
Kenlueky. 4706 6807 1901  404% 1,132 1,796 664  586%
Louislana 8.011 10750 2738 342%  1.8M4 2,791 917 485%
Maine 2455 2,784 328 134% SN 694 122 214% - -
Marytand 8.767 10113 1345 . 153% - 2,105 2577 472 - 224%
Massachusells - 16,576 18730 - 2,155 ~ 130% . 3948 4719 773 18.5%
Michigan , 16336 19262 2927 . 17.8% 3909 - 4953 1043  267%
Minnesota - 7,963 9043 1,080  138% 1882 | 2277 . 386 . 21.0% .
MissIssippi 2475 3420 1244 572% . 519 46 427 82.2%
Missourl 6,557 7187 628 - 96% - 1502 173 229 . 15.2%
Mentana - 830 . 1366 . 436 489% .24 387 143 B4.0% -
‘Nebraska ' 1,844 2206 - 363 197% |, 438 865 129 295%
‘Nevada - . 4723 1874 251 148% - - 410 4% 83 . 21.7%
New Hampshire © 2538 877, 3B 18% . 588 . 581 16 2. 7%
Now Jersey 18,527 20,385 . 1858  10.0% 1 4321 4975 854  154%
New Mexico 1396 2,083 687 492% | 337 . 5711 234 £98%
New York 77.313 88241  B928 115% 18339 21835 3296 180%
North Caralina 8,710 13372 3862 377% . 2348 3564 1218 81.8% .
North Dakota 632 B27 -195. 308% = 149 - 218 - 69: 463%
Ohie , 17.620 21265 3645  207% | 4196 ' 5482 1287  307%
Okiahoma = 3156 4338 1180 374% ' 755 (1185 400  528%
“Oregon ~ 3511 4431 980  279% -, B840 1,187 327 38.0%
Pepnsylvania . 20,193 3188 2975  147% ' 4801 5903 . 1,102 230%

. Rhode Island 3,098 . 35344 . 447 144% 73 . 885 | 180 21.8%
South Carolina 4058 5259 - 1,201 . 29.8% 949 1,353 ' 404 426%

. South Dakota, T680 855 185  296% 157 - 227 . 70 44T%

" Tennessee ' 7.587 8998 2412 ' 318% - " 1818 2680 -, 842  483%
Texas 21,44 27427 5482  250% . 5,182 7030 1848 . 357%

Utah : 1,082 1609 ‘516 47.3% 281 439 178~ 88.1%
Vermont . 875 1038 181 1B4% 208 268" : 58  28.0%
Virgina .- 8508 . 10002 1456  176% - 2048 - 2554 " SO0  247% -
‘Washington - - . 9,737 11,700 1,863  202% =233 = 3000 .688  286%
WestVirginla . - 2772 4511 1738 627% . . 673 . 1258 - 585 8.O0% .
Wisconsin - o701 BSEY 1482 208% - !

1,692 2216 524 31.0%

4 ; jpt .
Wunmima o L, Anm o, . ) .



" able 8

ledicaid Beneﬁcmry Projecﬂons. 1994-2002

y Beneﬁouary Group
) Average
. : : ’ : : A 1993-
~ eneficiarles (thousands) 1993 1994 1995 1996 1997 {998 1999 2000 - 2001 2002 2002
- Totat ) 32,534 34511 36,321 37,947 39,502 41,027 42,316 43400 44,515 450664 . ,
" Growth . o : 6.1%  52% - 45%  41% . 29% 3% 26% - 2.8% 2.6% 6%
-Beneficiarles by Group : ‘ S : ) o . , - ~
Eldery - - 3687 3818 3,942 4052 41647 4276 4,383 0484 4590 4,701 o
 Growth . 5% 33% O 28%  28%  27%  25% . -23% ° 24% . 2.4% TR
Blind & Disabtled . 4968 5249 5555 5879 6,159 6444 6,731 65950 7175 7408 ‘ .
. Geowdh R - 57% 568% . 58% 48% 4.6% 45% . 32%  32% . A2% C45%
Adults & Children . 19,108 ‘19.9'_15w 20,798 21,656 22, §28 23360 23,862 24,512 25075 25651 e
Growth o . 4.5% 1% 1% . . 4.0% ATH 26% - 23% . 23% 2.1% 313% -
PtegnantWomen&Chddten - A367 5036 5567 5880 . 6157 6436 6712 69149 7 124 7,335
. Growth S 15.3%  106% 7% AT% 4.5% 4.3% 3.0% . 30% 305 5,6%
-~ lolals inciude Arizona ) oy ‘ . '

TAIS B304 A, Dengst



o rable 9 :

Wedicaid Expendnum and Beneﬂctary Projectlons. 19942002
- By Reglon ’ .

- “3eneficiaries {thousands) 1383 1984 . 1395 1955, - 2897

2000

2001 -

2002

" Average

1993

X ACY

"~

| Totai* - o : - 32,534 34517 3652
 Growth: o S 6

sty
ST

V.9%

_) LN

3,400

AAd ReK

R

T2.6%

45,664

T a8%

- “Beneficiaries by Reqmn -

NewEngand - . 1610 1,700 1781 - 1853 1921
~ Geowth . - - .. S e - 68% ATH  40%  A7%

Middle Atlantic ~ ~ ~*~ 2,635 2741 ’2,8,,45K 2,947 3,052
Growlh o S - 40% - 38% C 36% . 36%
Scmm Adante | 4983 5512 6027 < 6472 . 6,674

-~ ¥ Growth . - 108% - 94% TA% - 62%
East South Cenlral Lo ’ 2549 2,713 - 2,857 - 2.978 - 3,091

Gw\-dh . - Y 53% AT% - I0%

West South Central . - 3,743 4069 4372 . 4634 4,878

- Giowim -~ - - . C. BN - A% ~8.0% e o N

EastNorthCentra\ B 5,077 . 5230 5339 5441 5556

" Growth SRR . 0% 21% 19%  21% -
* ‘West North cemral - 1,852 1,941 2,014 2077 2139 -
Gowth™ Lt 4% T a8% T 34% 3.0%

Mountain ~ . = . 975 1,087 1,134 . 1,200 1,261

Growth - =TI LT e T e T BAR T A%

| Califoroia . - 4,034 5060 5260 5477 5685

Growth L . 47% . A% A% O 3.8%

NewYork - - . 2740 2844 2939 . 3,038 3139

A% S2% A5% 4.;5&,‘

1,991 -
368% -
3,163

36%

7239 7
CO53%

ATH .

5,101

! ‘R’L

5698
25%

2,205

AL T
, 1,316
.~ Gfawth - T S aE%. . 73% . SB8% S0%

_Pacific . 1133 12110 1286 1352 - 1,414

4.4%

1 473 B
4
.~5,8,86_ .

35%°

.. 3,289

ey -1

- 26% .

2,102

26%

3,349
T 286% ,
S A1Y

) 26%
3,390
T 2.5%

5413

1%\&

5991 )
26%
2,327
S 26% - .
1,396

5%

1881
26% T
6,206 .

25%

3,408 - 3
Cola% L.

26%

2212
26%
3,528

. ’@6% .
8,123

- 6%

3,566 -

1.6%

- 5,691

-275%

6,312 -

" 26%

2,452
s, 27‘% )
‘ 1453
T 2.8%
1,842 .
S TAE% T
~.-6,525 .
L 2.5%

3,577 -
L 2.4%

6%

DR

5.6%

8% .

4.6%
7.4% "
A%

T 3.0%

Geowth - . . .~ s T 38% - 34%. - DA% 33%

. ofals include Arizona |

= -
A A

- 3%

K VAR XS R Ronghuns



Table 10

. Medicald Expandl(ure Pro]ectlons. 1996«2002

Federal Expenditures

-Federal Expemditure Growth Capped at 5% per Year Startmg 1996
(rmll;ons o!’ ddllars) e : ,
1996-2002 e © 2002

: 5% Fecleral Cap- , L £% Federal Cap
, , , Baseline  Expend.  Change %Change Baseclina Expend. Change  %Change-

- Totat - © . 950442 783580 (166:862) -17.6% - 174,583 . 128870 (45624) -26.1%

- Alabamg .- - 13,834 - 12190 (1,704) 123% . 2,466. 2006: .  (480) -18.6%

- Alagska . - 1,980 . 1,567  (413) .208% . - 388 268 (108) -28.6%
Arizona , 12,082 9743 (2339) -194% 2247 1604 (643) .28.8%
Ackarisas® | 11200 8 (2429) -21.7% - 2080 1444 - (635) - -30.6% ;
“Californig 87,038 72803 (14,235 -164% 18,092 - 11983~ (4.109) 255% .-
‘Colerade -~ L8188 §522  (1,846)  -201% - - 1514 - 1,074 (440) -28.1% =~
Cennecticut - 13200 11,678 (1522) -11.8% -~ 23N 1822 .- . (449). -18.9%
Dalaware ™ 1748 1418 (327) -188% - T 322 0233 ¢ - (89) -27.6%
District of Columbla’ 4568 3707 . (861) -1BB% . . 8% ~  BI0 . (23%) --:28.4%
Flolda =~ - .,41,087 31,524  (9524) -232%. - 7682 - - 5180 (2474)  -323% -
Georgia 26200 ° 20181 ., (6,009) - .229% - 4883 . 3323 - (1,585) 320% .-
Hawaii .- - 2745 . 2172 . . (573) T -2098%. - 508 357 7 . (181) . -28.8% -

idahe . - . 2959 2415 (5844) -184% - 544 338 . (147) -269%
Cllinels Y . - 33841 27511 (B131) . -18.2% 8225 - 4528 .(1897). -27.3%
Indiana © 23370 - 19413 (4257) .182% 4319 - 3145 (1.173) -272% . .
“lowa - 7923, 6875 (1,248) -157% . . 1445 . 1093 . (47) -240% -
Kansas - 8.030 5351 (679 -113% .. 1076 - 881 - (195 -18.1%
Kentucky 18515 ~ 14768 '. (3.746) <202% 3447 - 2431, (1018) -20.5% -

" louisiana © 34282 29080 - (5202) -152% . 6129 4783  (1.34B)  .220%
Maine 8.077 5373 (703) -11.86% - 1,088 - 884  (213) -194%
Maryland 13800 10836  (2663) -19.8% - 2526 - 1800 . (726) -28.8%
Massachusells = 25,805 21,250  (4358) 17.0% 4716 .- 3488 (1.219) -25.8%

. Michigan . 32011 26125  (5888). -184% - 5937 - 4300 - (1.838) -276%
Minnesota 14936 12,710  (2226) -149% 2728 = 2,092 837) :23.3%
‘Mississippl - 12,645 10233 . (2412) -191% 2325 1884 . - (640) 27.6%

" Missour] , 15016 13724 (1,292) -8.8% 2628 - 2,259 (369) -14.1%
Montana : 3512 2700 (813) -234% = BAS - 444 (204) -31.5%

- Nebraska - © 4408 3772 - (e6) -161% - 822 = 621 (201) . -24.4%
Nevada . 2918 2410 (508) -17.3% . 837 37 (141) -262%
New Hampshire = 3772 3684 B89 -23% , B3S- ' 606 (29)  -46%
New Jersey = 28258 24,562  {38%6) 13.1% 5058 . 4043 (1.016)  -20.1%-
New Moxico 8125 4793 . (1327) -21.7% . 0 1941 730 . (351)  -30.8%
New York 118220 100768 -(18458) -15.5% 21879 - 16585  (5,294) -24.2%
North Carclina . 29,158 . 22278 (6,881) .236%  5418° 3867 . {1751) -323%

. North Dakota Co28523 . 134 (389) ..154% 458 . 351 . (107) .234% .
"Ohlo 41,241 - 33881 (7260) -17.6% 7,588 5593  (1895) * -263%
Oklahoma - 11,204 8943  (2261) -202% . 2063 - 1472 (5891). -287% .
Oregon. . 8984 - 740  (1B54) -206% ' 1852 . 1,175 - (477) -288% -
. . - Pennsylvania © 38843 32696  (5148) --158% . 7.142 5,381 (1,761) -24.7% -

- Rhodelsland -, - 5525 - 4622 (902) -163% - ' 4013 . 781 - (252) -249%
South Carallna  © - 15358 . 13072  (2286) -148% 2745 2187 (593)° -21.8%

. ‘SeuthDakota - ~ 72404 2010 . (385) (164% 7 ! = 44t 3317 0 (110) -250%

. ~Tennessee < 24454 19738 - - (4T15) -193% . . 4513 ":;3';249, o {1284)  -280%
-Texas " 81275 - 50518 (10757},‘» -17.8% 3 11239~ B315  (2.924)  -28.0%

S Utah 6150 4144 . [1008) 7 -18.5% | 951, 682 : (269) -283%
Vermont - 2016 s 1,888 (328) +162% - 370 278 ¢ (93) © -25.0% - -
Virginia - 13180 ¢ 10330 (2861) -217% 2446 - 1,700 (746) -205%
Washington - 18431 14857 - (3773) -205% ¢ 3404 - 2412 (891 -29.1%
West Virginia . 13,892 ° 10,580 °  {3312) . -238% + 2600 - 17417 - - (858)" -33.0%

Wisconsin - . 16747 13790 : {2957) -17.7% | - 3,085 2270 . {815) -26.4%

el S emaan | e omas N ) - N1
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.Tablo 1‘I

" Medicaid Expcndlture Projections, 1996- 2002

State Expenditures, Without States Mamtammg Tofal Basellna Spendlng
-Expenditure Growth Capped at 5% per Year Starting 1996 . ‘
(milllons of dollars)

o

2002

aaaaaa am ARy

aar,
B

1998-20|:z
L —§% Cap i - 8% cCap :

. Baséline 'Expond, Change %Change Baseline Expend. Change %Change .
Total .. 703847 582497 (121.443). -17.3% "+ 129359 95873 (33,485) -25.8%
Alzbama - /5552 .. 4871 .  (881) 123% - 985 802  (184).. -18.6%
Alaska ., 1980 1,567 (413) 208% 386" -258 {108) . -29.6%
Arizena . 8,255 8044 | (1211)  -15.4% 1,163 830 (333) -28.6%:
Arkansas . 3852 3016 - (835) -21.7% 715 . v 496 (219) ~30.6% .
Cafifornia - 87.038 - 72803 (14,235) ' -18.4% 16092 . 11883 (4.109) —255%

- -Colorado-—-=- 88411 . 5483 (1,378) ~ -2011% 4,288 - 899 <~ (369) T .29.1%
Connecticut .. 13,200 11678  (1,522) - -11.6% 2371 "t 1922 (449) _-18.9%
Dslawarg - - 1,744 - 1416 (327) . -188% - .322- 233, ~(88) ~ - -27.6%
District of Columbdia - 4,588 -~ 3707 -— ~~(861) .18.8% - - 849 610 - ass)‘ -28:1%
Florida " - 33543 --25.761 (7.783) - -232% 6261 T T 4,240 _(2021)' L 32.3% -
Gaorgia - - 16,003 12333 (3670) -22.8% 2887" 0 - 2030 -(957) -32.0%
Rawaii = 748 - C2ATR ¢ (ST3) T .-20.9% 508 - 357, U I(151)  -29:6%
Idahe 4,197 - 877 (220) -18.4% 2207 181 . (59) . -2B.9%
linois . : 33641 - 27511 . (6131 .182% : 5225  -4528. (1697) 27:3%
_Indiana 13602 11,124  (2,478) :18.2% 2514 - 1831 © (683) -27.2%
lowa ) 4,705 3964 (741) = -15.7% 858 B53 . (208) -24.0%
Kansas .. 4335 3846  (488) -11.3% 773 B33. . (140) . -18.1%
Kentucky 7308 5829 (1479) -202% - 1361 959 (401) -28.5%
Louisiana 12,220 103685 " (1.855) - "«152% =~ - 2.188 1,708 (480) ' -22.0%
Malne 3,755 3320 . 7 (435) -11.6% 678 . 546 (132) - -194%
Maryland 13,600 10838 . (2683) .196% - 2526 . 1800 (726) - -28.8% .
Massachusatts 256805 21,250  (43%6) -17.0% . 4.718 3498 (1219) . -258% -
Michigan 25315 20660  (4.855) . -1B.4% 4858 - - 3400 (1295 276%
Minnesota 12,255 10,428  (1,826) ' -14.9% . 2,239 1,716 (623)  -23.3%.
- Mississlppi . 3359 2719 © . (BA1) -19.4% - 618 o447 (170) -27.6%
Missour - © 9903 9,050 (852) -86% 4,733 - 1.480. (244) -14.1%
Montana 1,440 1,107 - (333) © -231% - ' 266 . 182 (84) -31.5%
Nebraska- 2,837 2380 (458)° -1814% ., - S$18 - 302 . (127) 24.4% -
- Nevada, 2,661 2,200 @461) 17.3% - - 481 362 . - (128) -26.2%
New Mampshlre = 3,772 3,684 (88) -23% .1 - 835 606 - (29) ~-46%

" New Jersey 28288 24,562 - (3686) ' -13.1% 5058 - 4043  (1,016) --20.1%
New Mexlco . 2,168 1.699 (470) -21.7% ' = . 404 280 (124) -30.8%.
New York . 119220 100,766 - (18,458) “.155% . 21,879 16585 - (5284) -24.2%
North Carollna --15,075 11518  (3857)  -2386% . .. 2801 1896 .- - (905) 32:3% .
North Dakota 971 821 ((1580)  +15.4% 176 135 . - (41) -234%
Ohio 27209 22419 {4790) -176% 5008 - 3680 (1,316) -263%
Oklahoma ‘ 4,877 3893  -(984) -202% . . 898" . 641 @57) -28.7%
Oregon =~ =~ 5422 4304  (11418) -206% 896 708 T (287)° .28.9%

.. Pennsylvania 31170 . 28237  (4833) -158% ' 5731 4318 (1.413) -247%

" Rhodelsland .- ~-- 4775 - -3895 - - (780) -163% " 875 - . 658 ' (218)-- -248%

~ South Cereiina : 6,188 " 5,267 (921) -14.8% . 1.108 867 -1 (39) - 21.6%
So(th Dakéta = - 1017 - 850 " (167) "-164% . 187 - " 140° C (&) 25.0% -
Tennessee - 11,736 “~ 9473  (2263) -19.3% - 2166 - 1,559 (607)  -28.0% ;-
Texas- | 33814 - 27877 (5836) " -17.6% , . 6202 : 4588 [ (1.613) -26.0%
Utsh = © 01,6900 1360 - (330) -19.5% 312 7 224 (88) . -28.3%
vermont " 1,381 - IS ) IR ‘219) -1B6.2% % . 248 - . 188 " (82) <25.0%

- Virginia-- 13,190 10330 - (2861) - 21.7% . 2446 . 1700 ~ (746), - -30.5%
“Washington 15067 - 11,983 - (3.085) -206% | 2783 1,972 (810)" :29.1%
WestVirginla . . 4317 3268 . (1029) 238% - . 808 . . . 541  (267)  -33.0%.
Wisconsin ~ 10,971 5,034  (1,937) A7T% 2021 1,487 (638) -26.4%

na sAnY i A% ae/



Tabla 12 ,
Medicaid Expanduture Project;ons. 1996-2002
Federal and State Expenditures .
Total Expenditure Growth Cappad at 5% Per Yoar Stcrtlng 1996
{rrﬂhons of dollars) : : « o R
119962002 o B 2002
_ 5%Cap -~ o §% Cap
' Baseline- . Expend. Change %Change © Baseline Expend. Change %Change

Totsl . 1854383 1365077 (288312) -174% . 303952 224,843 . (79,108) . -26.0%

L Nabama-. s .. 19445 . 17081 (2384)  -123% . - 3451 .. 2808 .. .(643)  1186% . .

Algsks - 3960 3135 -(825) -208% 733 S16 . @17)  29.6%
Adzoma . - 1833 . 14788 (3550) -194% . - 3410 2438  (976) -286%
- Arkansas o < 460581 - - 11,783 (3. 264) 24.7% - - - 2,798 — - 194D. . (855) ~30.6% -

RS R Caﬁfo{ma e 174,976 145,606, - (28, A70) 184% 32,184 723,865 0(B,219) .. . -25.5%
. Co!orado CoLEL. - 15008 . - 11985 . -(3.024) . -20.1% oo 2,781 - Lo 1,873 - (BOY) 28.1%
_Connectlcut- - - - .- 28,400 23,358 (3.044) A15% - 4742 - 3844 (898) -18.8%

- e Delawdre .. - - 3487 o 2833 . (655) 188% - ... 644 il . 486 . (178)  27:6%
. .Districtof Columbla . ..8.135 ... 7414 (1.722) . .-188%  i.1887 [ -.1220 " ..(477), -2B.1%
i 74591 - 52,285 (1T/308), - 23.2% - 13,823 v 9429.-. (4.495) .-32.3%

o T TA2203 U7 32524 . (9.879) . 228% 07878 .70 53537 (2523) 32.0%

= Hawall=. = - :5‘489 ) 4343 (15145)1 209% . - 1.018 =0 ; 735 . .- (301) -28:8%
. ldahe. T LT 4156 3392 - {764) 184% - . 784 . .558. - - (206) -28.9%
linols-  ~ . -~ 67,283  B5021 . (1228%) -18.2% - . 12450 - 9056 (3384) - -273%

. Indisha ;. © 36872 30237 (8735 -182% - 6832 . 4977 (1.858) -272%
_lowa : 12628 10640  (1.989) - 157% 2308 1751 (552) -24.0%

" Kansas- . " 10388 9183  (1,1B87) 11.3% "1,849 1514 (338) -18.1%
Kantueky 25823 20,538 (5225 . -202% - . 4,808 - 3390 - (1418) -28.5%

-~ :Leulslana. . 464B2 = 39425 ° (7057) - -152% 8315 .- 6489  (1,828) 220% =
S'"Maine 0 0 - 9,831 0 8683 . (1,138) | 118% - 1776 - 1431 (345) - -194%
"Marylandg . .. 27188 21,873 (5326) -188% S7B083 . 3800 (1.453) .288%
“Massachusetts -~ 5211 - 42500 - (8.711) -17.0% - - -9.432 - B395 - (2437) = -258%
- Michigan . . .57328 - 48785 . (10542) -1B4% 10,833 . . 7,700 .- (2933) -27.6%
" Minnesota S 2780 - 23138 (4052) -149% 7 4868 3808 (1,180) -23.3%
Mississippi 16,004 12881 . (3062) -184% - - 2842 2132 - (811) -276%
Missourl : 24919 22,774 (2148)  88% 4367 3,748 B13) - 14a9%
Montana © 4,552 3807 - (1,148)  -234% - 915 627 (288) - -31.5%
Nebraska . - 7335 8452  (1,183)- -18.4% = 1340 1013 - (327)  -24.4%

- ‘Nevada . . -~ - §577 4610 . (967) .173% - 1028 - 759 (269) .  -28.2%

. New Hampshire T Y545 - 7368 L (177) . 23% .. 1270 - . 1293 (58) K 46%
= New Jersey. - 58,515 ... 48123  (7382) -13.1% - 10.116.- - 8085..(2031) -20.1%
NewMexiea. = = 8284 . 8498 (1788 2%, % 1545 1 4088 0 (475) . -30.8%

NewYork- '~ T 238440~ 201,532 . :(36.908) -15.5% - - 43,757 . 33170 (10,687) ~ -24.2%

~1 North Carslina. . - 44234 33796 {10438y "-236% .. 82191l §582..~(2658)  -32.3%
- North Dakota - - . .- 3493 - . 2855 - (539) . -15.4% - 835 ... 486 . (148)  234%
- Ohie- 7" -~ T68,450 56400 (12.049) -17.6% 7 12594 T 92837 1 (3,311) -263%
‘Oidahoma . 16081 - 12836 - (3245 @ 202% --- 2861 - 2113 (48) -28.7%
= QOregaf= - - 14415 - 711444 (2872) 206% - 2648 - -18831 - (764) . -28.9%

““Pendsybvania - - ~70013 58832  (11081) . -158% . 12874  ..9700 ~ (3,174) -267%
 “Rhodelsland ~:. . -40,300.. I-- 8817 ~ (1.882) .-18.3% .- 1,888 (1418 (470) . -24.8%
© T Gouth Careling 0 "21.548 L. 18338 -1 (3,207) | -149% . <

- Seuth Dakotd - - 773422 -- 2880 - . (581)  J18.4%. v 628 - - ~e71- o (157} -250%
Tennessee” 7. - 36,180  ° 29211 . (6979 - -193% .. . 8678 - ~4,sos‘ (1.870) -.-28.0%

Texag~ - . 95,089 - . 78396 (16 £93) -17.6% 17440 12803 - (5537). -260%

- -Wan, T T 8,840 .5.504',.: (133%) ~195% 1,263 . .. 908 . (357) | -28.3%

‘i Vermont:- . T - --3367 - 2820 . (84N - -182%— - 619 7. 4864 - (154)  -25.0%

SLMIginla ©os ot L 26,381 20689 ¢ (5,722) L21.7% - 6,892°..:70.3400 . (1,492)  305%

~ Washington— .~ 33,498 26640 (8,858) -205% 8185 - 4385 (1,800 -29.1%
.‘WestVlrgdnl.; .0 18209 . 13868 . (4,341) -238% - 3408 . 2283 (1,126) -33.0% .-
W‘Isconsin 27718 0 22824 (4884) -17.7% . 5105 . 3757 (1.349)  -264%

: ' . nai « raw i am aas ) oo -7 -7 - SR resy -7 Ao/
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THE WHITE HOUSE
WASHINGTON

February 2, 1996

MEMORANDUM FOR THE PRESIDENT

FROM: ’ Carol H. Rasco(lj?Al“ﬁy’“Q

SUBJECT: - . New Hampshire Medicaid Waiver

You had asked about an item in the weekiy suﬁmary from Cabinet
Affairs on a New Hampshire Medicaid waiver (attached).

Although the description in the report,seemed to suggest that the
walver is ready for approval, in fact the state has revised its
request a number of times, and at the moment there is no pending
waiver request that HHS can approve or‘deny. ,

The state originally submitted a waiver request in June 1994 but
dropped the plan a few months later when the Commissioner of
Health and Human Services left. Since that time, the state has
sent HHS three additional "concept papers" -- in June 1995,
September 1995, and January 1996. HHS' has provided the state
with technical assistance along the way, and a formal waiver
proposal is expected from the state within the next few weeks.

cCc: Marcia Hale
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(HHS) regarding an interpretation of the Multi-Ethnic Placement Act of 1994 (MEPA).
Recent negotiations between MN and HHS have failed to resolve HHS’s assertion that MN is
not in .compliance with MEPA and that Federal funds would be terminated under Title VI.
During the coming week, the Civil Rights Division hopes to meet with HHS and the Otfice
of Legal Counsel to discuss the matter.

. Government will Refrain from. filing Civil Forfeiture Actions Against Tribes Involved in
New Mexico Gaming: In Pueblo of Santa Ana v. Kelly, the parties signed a stipulation
setting aside a hearing on a motion for preliminary injunction. The Tribes will withdraw
their mandamus and injunctive relief motions. ,In exchange, the government agreed to refrain
from filing civil forfeiture actions during the pendency of the action. The Tribes have also

- agreed not to block highways, and to voluntarily close down their operations if the Judz
uitimately finds that the gaming is unlawful.

° Solicitor General To Defend Constltutionahti' of Statute Concerning Indecent Cable
Programming: On or before January 29, DOJ will file a brief on the merits in the Stpreme
Court in Denver Area Educational, Inc. v. FCC. The government is defending the
constitutionality of Section 10 of the Cable Television Consumer Protection and Compsttion
~ Act of 1992, which deals with indecent programming on cable television. The provision's
constitutionality was upheld by the D.C. Circuit sitting en banc. :

DEPARTMENT OF HEALTH AND HUMAN SERVICES

e CDC Report on Tobacco Use Released: On January 25, the CDC released a new report
summarizing data on tobacco use in all 50 states and the District of Columbia. This is the
first compilation of state-based data on the prevalence of tobacco use, the health impac: and
costs associated with tobacco use, tobacco control laws, and tobacco use prevention and
control programs. According to the CDC report, tobacco use remains the leading

(, preventable cause of death in the United States, causing more than 400,000 ceaths eac: year
t at an annual cost of more than $50 billion.

New Hampshire Medicaid Waiver: The Granite State Parntership for Access and
Affordability in Health Care, a statewide section 1115 demonstration proposal; would expand
the cutoff for Medicaid eligibility for pregnant women and children from 170 - 185% of the
Federal poverty level, and extend Medicaid coverage to the uninsured up to 155% of te
Federal poverty level. The plan would also eliminate categorical and asset requiremen:s,
create a public insurance product to provide health care coverage to low income workers,
and provide a broader array of community services for the frail eiderly and disabled. The
tate submitted a revised proposal June 20, 1995 and met with the Administrator on Jime 26
to discuss various options for health reform. Based on these discussions, the State has

- submitted a new concept paper for reform of its health care system. An issvs letter was
sent to the State by HCFA on October 20. HCFA is currently awaiting the State’s response.
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