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WELFARE TO \\lORK 

PROGRAM ADMINISTRATION - FEDERAL 


CONFERENCE PROVISIONS 

• 	 HHS 

ADMINISTRATION POSITION 

• 	 DOL 

PROBLEMS WITH CONFERENCE !'ROVISION 

• 	 DOL JTP A job training system already in place nationwide, guided by business-led 
Private Industry Councils (PICs). HHS has no such infrastructure or local business and 
industry ties. 

FALLBACK POSITION 

.• 	 DOL, consulting with HHS and HUD on competitive grants (as in both H()use 
provisions). 

. 	 . . 

• 	 Split responsibility -- one agency administers the competitive grants, the other the 

fonnula grants. (A rumored Republican offer that never materialized.) 


---------~-- --_._­



WELF ARE TO WORK 

FLSAIMINIMUM WAGE 


CONFERENCE PROVISIONS 

- Participants engaged in work experience and community service programs (workfare) are 
not considered to be receiving compensa~ion for work performed and are not entitled to a 
salary or work or training expenses. Thus, no coverage of FLSA or other workplace 
laws.· , 

ADMINISTRATION POSITION 

-Opposed. 

PROBLEMS WlTH CONFERENCE PROVISION 

- Modifies current law with respect to applying the minimum wage and worker protections 
to working welfare.recipients. Working welfare recipients should be treated like other 
workers with regard to employment status. The FLSA and other employmentJaws not· 
would apply contrary to DOL's,May guidelines. 

FALLBACK POSITION 

- 1. Strike sections 5004 and 5005. 

, , 

2. Treat as employees for all purposes except for FICA, FUTA, and EITC 

3. Same as above, but apply the House maximum hours (minimum wage) provisions. All 
other employment laws continue to apply. An enforcement mechanism forthe 
maximum hours (minimum wage) may be. needed. 

... ­



TANF TRANSFERS TO TITLE XX 

CONFERENCE PROVISIONS 

• 	 The welfare reform bill allowed States to transfer up to 10% of their TANF 
block grant amounts to the Title XX Social ,Services Block Grant, but included, 
language requiring transfers to Title XX to be made in proportion to othe'r State 
transfers from T ANF to the child care block grant (i.e., in order to transfer on~ 
dollar to Title XX, States, must also transfer two dollars to child care). The 
Conference Agreement would make it easier for States to divert TANF funds, ' 
away from welfare-to;..work efforts to other Title XX social'service activities by 
removing the requirement that transfers to Title XX ~e made in proportion to 
transfers to child care. 

ADMINISTRATION POSITION 

• 	 The Administration opposes this provision in the Conference bill and urges the 
Conferees to drop it from consideration. (In the:welfare reform debate,the 
Administration opposed transfers to Title XX.) 

PROBLEMS WITH CONFERENCE PROVISION 

'. 	 This provisi~n would allow States to qse funds on people who are not ....as 
disadvantaged as T ANF recipients, and could allow States to more easily 
weaken the effective T ANF MOE requirements. 

FALLBACK POSITION 

• • None., Continue to oppose. 

,, 

--
, 



VOCATIONAL EDUCATION IN TANF 

CONFERENCE PROVISIONS 

.. 	 The welfare reform bill placed a 20% cap on the number of individuals who could meet 
the T ANF work participation rates through participation in vocational education activities 
or, for teen parents, attendance in secondary schooL The language is vague, however, 
and can be interpreted as applying the 20% cap to the entire caseload (avery broad base) 
rather than to those required to work (a narrower base).' The, Conference Agreement 
adopts the narrower base against which the cap on vocational education applies, and 
raises the cap'to 25%. The Agreem~nt does not ex'empt teen parents from the cap'. 

ADMINISTRATION ,POSITION 

.. 	 Drop the provision, 

PROBLEMS WITH CONFERENCE PROVISION 

• 	 The Administration has urged dropping this provision because it does not want to reopen, 
T ANF and does not want to appear to weaken the work requirements. 

FALLBACK POSITION 

.. 	 Exclude teen parents from the cap. (If teenparents are not exeI1!pt from the cap, the$' 
alone could fill the vocational education slots under,the work requirement in the early 
years ofTANF.) 

::' 
'" 
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WELFARE -r:0WORK, 
NONDISPLACEMENT AND GRlEV ANCE PROCEDURE 

,CONfERENCE PROVISIONS 

• 	 Nendisplacement. Participants in welfare to. werk activities and T ANF. may fill a vacant 

empleyment pesitien, in erder to. engage in a werk activity, except when another 

individual is en layefffrerp. the same er sUbstantiallyequivaJemjeb er if the empleyer 

haS caused an inveluntary reductien in the werkferce with the intentien effilling the 

vacancy with the participant. 


. . , ' ' ' , " 	 '.' 
Grievance Precedure. States must establish grievance procedures fer empleyees alleging 
nendisplacement vielatiens, and fer T ANF and welfare to. werk participants who. allege 
vielatien efprovisiens regarding nendisplacement, health and safety standards er gender, 
discriminatien. The precedure must include an eppertunity fer a hearing. States may , 
centinue sanctiens during grievance precedure. . . 

ADMINISTRATION POSITION 

'. .Nendisplacement. Senate previsien which in additien to. the cenference previsiens 
prehibits I) displacement that reduces wages, heurs, er benefits, er 2) inipairs 
premetienal eppertunities fer current empleyees. Apply to. welfare to. werk and TANF. 

Grievance Precedure. A precedure with deadlines fer hearings (as in Senate), and an 
appeal precess to. a neutral, nen-Federal third party. 	 ,., 

PROBLEMS WITH CONFERENCE PROVISION 

,. Nendisplacement: No prehibitien er reductien efheurs ceuld allew substituting lewer 
.... 

cest welfare to. werk participants fer current empleyees. 

GrievancePrecedure. No. deadlines so. grievance precedure ceuld be abused. Ne'ed'fer a 

3rdparty review. 


FALLBACK POSITION 

o 	 Nendisplacment. Tep prierity is language prehibiting reducing heurs, wages, er benefits 
(see Senate): Premetienal iJ;Ilpairment is sec end erder: ,; 

Grievance. Right to. appear an adverse decisiell erif a decisien net issued in 60 days (see 
Senate). Appeal to.' a State agency selected by the Geverner (e.g. State Laber 
Department, the State's EEO agency) er to. an impartial tribunal already in place (e.g. 
these that hear appefals fer claims under State UI laws). 

... ­



WELFARE TO WORK 
. PERFORMANCE BONUS, 

..,'

. CONFERENCE PROVISIONS 

• 	 $100 million 'of FY 1999 funds reserved· to be awarded in FY 2001. Allocated by 

formula based on job placement, retention, and eainings increases; formula negotiated 

with NGA and APWA. (This is a modification and improvement of the Senate 

provision.) 


ADMINISTRATION POSITION 

• 	 Require Governors to: 1) use at least 'is of their 15% State setaside of formula funds and 
2) require the Secretary to reserve up to 7.5% of competitive funds for bonuses. Bonuses. 
to top 20% of service delivery areas in a State tied to .placement in long term 
unsubsidized employment. Totals $225 million. 

PROBLEMS \\11TH CONFERENCE PROVISION 

• 	 Bonus amount ($100 million) is small. While success is tied to duration ofplacement 
and earnings, no .guarantee that reward will be for long term placements or only for the 
top performers. 

FALLBACK POSITION 

• 	 Conference acceptable if amended to increase the bonus amount, limit it to the top 
performers, ensure that measures for jUdging are tied to long-term unsubsidized 
employment (9-months). 

. .. . 

... ­



Draft: July 11, 1'997 . 
Performance Bonuses Amendment 

. \ 	 , 

in $CCti,OD 403(a)())t~~) otIb.: Suclai Sccilrily Act [as; pr0Jin:;ed to. be added by section 9001/5001]. strike 

subpmgraph (A) (vi) (1II) and insert the following; . . . 


. "(ill) RESERVAnON OF FUNDS fOR P:ERFOR....1ANCE OO:NUSES A_N I) SPECIAL 
PROJECTS.- The Go\'ernor of 8 s~ sheJI T£lSen'~ not more than 15 percent of the total amount 
allotted to the Suuc under subparagraph (A) (iii) in each fiscal year (Plus any amount required to . 
be distributed under this. subc!allSe by rerusuu of $ubc1llu~e (II)) fur performance bOnuses urider, 

\ CllbrJ.::m.te (IV) andfor special projects under subclause (V) .. 

. "(IV) PERFOR.\1ANCE BONUSES FOR MOVING INDIVIDUALS INTO 

VNSVBSIDIZED JOBS.- . 


~(a.a) IN GENERAL- Of the amounts reservt'd by the Governor ulider subclause 
(ID), not less than 50.pel"Ce'.nT in each flsL;al y-.....ar shAll be reserved ror Jm'ariiin~ 

, p~rformance bonuses to serVice deJiyery areas in fi.$ca1years1999., 2000, and 2001. Ttl: 
. perion:oAn:e cril.t:rias. sh..ll be bAsed on the per£')rmance of such areas, attributable to me 

use of funds under this paragraph, in moviog r:quired heneficiaries inTO unsubsiu~d '. 
employment lasting at .le~t 9 moll!.W, end mil)' o1so include erunmgs. of the required . 
beneficiaries. Such criteria sha1l12k:: ill/.() a.ceour.t 6'e &eonomic cirellm~ces of each ' 
area .. A ~Iyice delivery sre.i receiving a pmunllbllcc grant may u&e 'the fimnc; made . 
Avl'tilAhlo pursuant to suc.h grant to can}' out any of the a.lIowable activities'authorized 
under subpa..""8grapb (CXi). . . ' 

"(bb) .HJGHEST PERFOR.'v1JNG ARE.J\..S, - PeriOnmmce awards wluerthis 
:>lJuclausc: sil.o.Il he ma~ to the 1!;ghest perfurming 20 p"...rcent of the service Q't:iivexy areas 
iIi tbe S1ltte. The amoun1S 8\l:arded shall reflect the relative success ofservice delivery 
are.es in IDt:t;Liug or c;xc;cedi."lS the ,p--riOrmRnce criteria. In SUtes with 4 01 f'r;wer scr\'ice 

" .deltve.'j'areas, the highest perfonning aJ'P...8 shall be awarded the bonus funds. No service. 
delivery area receIving a bunlJ.:; z:. .... t:.IO "ho.Il bo l:;ubj.ct to 1t!'I)' rt".lJlllrement that such area' 
match the funds aV)'8rded under this subcla:use. 

"(\!) PROJECTS TO HELP LONG·TERM RECIPIENT:> OF ASSISTA..'NCE I::NTE.R 
.	TIfE WORKFORCE.- Of the amount reserved by the Governor und:;r $l.ll.>cilzu.uc (ID), not more 
than 50 pereent of the toml amount may be used for projec.:s:thst ftPpear likely 1D help long-tenn 
r:cipient$ of assistance under the StBle program funded uroer this part (whether in c!T~ct before or 
nftsrthe lWieJ.ltl.ments mode by.£ection 1 n~(.a) ofthe P:::rson.al Respor.sibility and Work 
OppoItUnity ~nci1iation Actfust 2pplied to me State)cntertheworkfur..:e, 
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~tary's perfQOUance bonus awards for competjtive iPJUlt activities 
, . 

fnlOeCtion 403(a)(5)(B) ofthe Social Security At:1 [11S propo.scd to be added by section 900 I(n)] 
redesignareclsuses (iv) and (v) as clauses (v) and (vi), respectIvely. I1lld insert after cUiuSe (iii) the 
following: 

··(iv) PERFORMANCF. RONUSES.­

"(1) Of the a.mounu avaiLRhle under clause (vi). the Secretary sh.all reserve not 
more than 7.5 pe-.rcent in each fiscal year to award performance bonuses to grantees under 
this SUbparagTiiph in fisc;al yctll'S 1999, :2000, aru:I ?1)01. . 

\ 
\ 

"eli) A W A.KIJ CKlnlUA.- Th" !;eerom.ry c;hall AUllU'O fiwk Available Wlder 
,subclause (l) to grantees under this subparagraph thai meet or ex~d performance criteria 

ident.ified hy the Secretary for moving required '!x;m::!iciarie.S into uD!j~bsidi:zed , 
employment lasting at least 9 months. Such criteria. may include 'factors such Iti the . 
earnings ofthe required beneficiaries and the economic ci:cumSU:ulce:s of the arcns served 
by the grante-.e.,. 

s.tate .plan PtOvisjQD for perfQnnanxs: t;C&ls. 

In the HOUSE'-pa~..ed bill [Committee Print HR 2015 EH], page 717, on line 20, strike "and"; and between 
lines 20 and 21, insert the following new 'subclause (and redc::si~lac the succeeding tll..lbparag::-lI.ph 

sccorciingly): 

hCdd) set forth performance goals for moving recipients participa!ing in activit;·.....; fimded 
under thi~ paragraph mto UDsubsidized employment lasting not less than I} months; and , 
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WELFARE TO WORK 

. PROGRAM ADMlNISTRA TION - STATEILOCAL' 


CONFERENCE PROVISIONS 

• 	 State TANF Agency. Formula grants administered by State TANF agency (or another 
designated by the Governor); competitive grants by PICs or political subdivisions which 
apply and are approved by the T ANF agency. 

ADMINISTRATION POSITION . 

• 	 The PICs for an SDAhavesole authority tq expend funds, either formula or competitive. 

PROBLEMS WITH CONFERENCE'PROVISION . 

. . 

• 	 PICs and SDA,.s are part of a nationwide job training system with ties to the 
business/industry community. They are in the best position to train and place the target 
group for available jobs in the private sector. The TANF agencies have no such 
infrastructure or ties to the business community. . 

FALLBACK POSITION 

• 	 A combination of House provisions. The PICs for an SDA have sole authority for . 
formula grants after consulting with local elected officials (E & W provision);.PICs and 
politicalsubdiyisions eligible for competitive grants after consultation with State T ANF . 
agency (W & M provision). 

D Same as above except that formula grant consultation is with State T ANF agency 
(W & M provision). 

I 

:­

, ­
. " 



WELFARE TO WORK 

SANCTIONS (NICKLES AMENDMENT) 


CONFERENCE PROVISIONS 

• 	 Notwithstanding minimum wage requirements, States retain the ability to sanction a 

family for noncompliance with program rules. 


ADMINISTRATION POSITION 

• 	 Opposes as drafted . 

PROBLEMS WITH CONFERENCE PROVISION. 

• 	 Without a commensurate reduction in hours worked, provision would result in the 
. sanctioned individual being compensated at less than the equivalent of the State or 
Federal minimum wage. Nevertheless, opposing a sanction for non-performance' 
weakens the work incentive. Administration is exploring alternative formulations .. 

FALLBACK POSITION 

... 
• 	 1. State can sanction but recipients must receive minimum wage. [FLSA permits 

. recipients who are not employees of States to voluntarily agree to deductions of 
sanctions, as in paragraph2. Preserves curre~t law.] 

2. Sanction that cuts into the minimum wage may be done through fines, vvith a choice of 
options for payment, including; voluntary deductions from pay . 

. 3. Sanction (the equivalent of garnishment or a deduction) must be after T ANF .. 
procedures conducted. Procedures may not be before the agency employing participant. 

4. State can sanction through fines (as in paragraph 2) With protections for requirement 
that T ANF procedures not be before the agency employing participant. 



WELFARE TO WORK: 

WORKF ARElCOMMTINITY WORK EXPERJENCE AS "ALLOWABLE USES" 


CONFERENCE PROVISIONS 

• 	 Per the July 21 "Conference Status" document; under "Uses ofFunds", an authority is, 
added, to the effect'that "States can spend funds on community service and work 
experience programs." This authority makes clear that workfare is an allowable activity. 
NOTE: "Uses ofFunds" is not on the July 23 "Balanced Budget Act of 1997"' document. 

ADMJNrSTRATION POSITION 

• 	 , Opposed. The Administration notes that authonty in both bills for "job creat,ion through 
public or private wage subsidies" is sufficiently broad that Governors and Mayors could 
"likely" use these funds for costs of administering workfare programs. 

PROBLEMS WITH CONFERENCE PROVISION 

o 	 The Conference position could lead to excessive use of funds for workfare (already 
unconstrained under T ANF), at the expense of strategies more likely to help individuals 
move'into lasting unsubsidized employment. Workfare can be a useful strategy for some 
individuals, but only if connected to a plan 'for ultimate placement in unsubsidized work. 

• 	 Hill Democrats are especially concerned about this. 

FALLBACK POSITION 

• 	 This additionallangtiage would substantially mitigate the potential negative effects of the 
Conferenct? position: 

1. Add to the requirements for applicant (State, Mayor, competitive) plan: 

"The plan shall set forth perfonnance goals for moving recipients participating in 
activities funded under this [program] into unsubsidized employment lasting at 
least 9 months." 

2. Modify,the "Allowable Activities" introductory paragraph to read as' follows: 

"ALLOWABLE ACTMTIES. ~- An entity to which funds are provided under this 
paragraph shall [may] use the funds to move into lasting unsubsidized' 
employment [the workforce] recipients. of assistance undertheWeifare to Work 
program [the program funded under this part of the State in which the entity is 
located] and the noncustodial parent ofany minor who is such a recipient, by 
means of any of the folloWing:" 

--

:,',
'. 

' .... 

," 



IMMIGRANT BENEFIT RESTORATION 

CONFERENCE' PROVISIONS' 

• 	 Contrary to the agreement, the Conference Agreement retains the House's 
grandfatheririg policy for all persons on SSI rOll~ instead of the disabled exemption 
for all in country prior to August'23, 1996. Conference does include the' budget 

, agreement's refugee and asylee policy extending the exemption from 5 to 7 years. 

ADMINISTRATION POSITION 

• 	 On June 20, the President wrote Reps. Kasich and Spratt regarding the absence of 
a full disability exemption: "it is essential 'that the legislation presented to me 

,include these provisions. 	 I will be unable to sign the legislation that does not." He 
also expressed strong interest in assisting both disabled and elderly, " .. .ifbudgetary 
resources permit, my cle'ar preference would be to assist both disabled and elderly 
legal immigrants ..." ' 

PROBLEMS WITH CONFERENCE PROVISION 

• 	 The Conference Agreement fails to fully restore SSI and Medicaid,benefits foraH 
legal immigrants who are' or bec'ome disabled and who entered the U.S. prior to 
August 23, 1996. 

It does not include Senate provisions that would restore Medicaid coverage for future 
immigrant children. The Senate's original intent ~as to exempt children from both 

, , the 5 year ban ,and deeming. It also does not provide SSI and Medicaid to 
immigrants who are too disabled to ,satisfy the reqUirements to naturalize. , In a July 
2 letter,' the Director said the Administration would support these"provisions if 

'resources are available. These. two provisions cost $300 millionqver 5 years. ' , 

FALLBACK 'POSITION 

The Administration could 1) agree to the Confe;erice decision ~ot to include the " 
Senate exemption for those too disabled to natu:ralize and 2) propose that the 

, Medicaid for immigrant children policy be,at a State's option (the State option policy 
was in an earlier Senate offer). The State option would need tO'exempt childIen from 
both the ban and deeming. ' " 

, ~ . 

.... 



SUMMARY OF BENEFITS FOR Il\1MIGRANTS SCORING 

5 Year Costs in Billions 

Budget Agreement " 
Total 
9.7 

Difference 
from Agreement 

House '-Full Grandfathering 
(with refugee/asylee policy) '9.0 -0.7 

Senate-Full grandfather & refugee/asylee pl~s 
, 1) disability exemption 
2) State option to exempt future immigrant children, 
from the 5-year ban on Medicaid (see note 1) 
3) Proyide SSI and Medicaid to immigrants 

, who are too disabled to satisfy the 
requirements to naturalize (see note 2) 
Total 11.7 +2.0 

Budget Agreement and Full Grandfathering 11.4 +1.7 

Partial Grandfather options starting in FY 1996:, 

Budget Agreement and 1 year grandfather 10.1 +0.4 

Budget Agreement with 18 month grandfather '10.3 +0.6 

Budget Agreemept and 2 year grandfather 10.5 +0.8 

Note 1: The Sena'te ChiJdren'~ policy was in the President's budget ,but not in the budget 
agreement. The $0.25 billion estimate assumes that iminigrantchildren will be exempted from 
the five year ban and deeming requirements. The Senate language, however, only exempts 
children from the five year :ban." ' 

Note 2: ~osts $41 million over 5 years. Most ofthe costs ofthisprovision appear after FY 2002 
since this provision helps immigrants ,\\iho have entered after August 23, 1996 and immigrants 
are generally not eligible to naturalize during their first five years. 

, ' ... ­
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ACTION BEFORE RECESS TO ENSURE 

OCTOBER 1 SSI BENEFITS FOR LEGAL IMMIGRANTS 


CONFERENCE PROVISIONS 

• 	 Immigrants currently receiving benefits retain eligibility. 

ADMINISTRATION POSITION 

Support 

PROBLEMS .WITH CONFERENCE PROVISION 

• 	 If reconciliation is not completed before the August recess, by September 5 SSA 
would be required to notify legal immigrants now receiving SSI benefits and eligible 

· to receive benefits under the Conference agreement that their payments cou.ld be 
interrupted. If reconciliation is not resolved by September 19th, October 1 st benefits 
cou~d not be provided .. 

• 	 . The DisaSter Supplemental extended eligibility for SSI benefits from August 1997 
to the end of September 1997 for those legal immigrants currently on the rolls. 

· Under current law, as many as 500,000 individuals would not be eligible for SSI 
benefit payments dated October 1, 1997. Action before the i\.ugust recess is needed 

· because of the logistics of: (a) when notices of benefit termination must be sent C'.!ld 
(b) when the system can be programmed to reverse the instruction to terminate 
benefits and still have payments ~ent dated October 1 st. 

FALLBACK POSITION· 

.. If completion of reconciliation is unlikely before the August recess, legislation 
should be proposed to extend benefits for legal immigrants currently on the rolls 
through October 31, 1997. CBO estimated the cost of the one-month e>..'tension in 
the Disaster Supplemental bill for SSI and Medicaid at$240 million for one month's 
worth ofbenefit payments .. We would expect the cost·ofthe recommended extension 
would be about the same. SSAhas discussed theissue With House majority staff, 
who expressed a v.rillingness to seek a solution. 

Language attached .. 

, 



--

EXTENSION OF SSI REDETERMINATION PROVISIONS 


SEC. __. (a) Section 402(a)(2)(D)(I) of the Personal Responsibility and Work 
Opportunity Reconciliation Act of 1996 (8 U.S.C. 1612(a)(2)(D)(I)) is amended -­

(1) in subclause (I), by striking "September 30,1997," and inserting ,"Octo ber 31, 
1997,"; and 

(2) in subclause (III), by striking "September 30,1997," and inserting"October 
31, 1997,". 

(b) The amendment made by subsectiori (a)'shall'be effective as"ifineluded in the 
enactment of section 402 of the Personal Responsibility and Work Opportunity 
Reconciliation Act of 1996. . . 

....,' 

, 

-



PRIV ATIZATION 


CONFERENCE PROVISION 

• 	 Allows privatization of State welfare, FOQd Stamps, and Medicaid functions 
:na,tionwide. To circumvent the Byrd rule, requires Federal payments of $5 
million to States that choose to privatize. 

'ADMINISTRATION POSITION 

• 	 The Administration strongly opposes the provision. 

PROBLEMS WITH CONFERENCE PROVISIONS' 

• 	 The Administration believes that chimges to current law would not be in the 
best interest of program beneficiaries. . 

• 	 The cost of the $5 .million payment to States takes funding away from other 
priorities. 

,POSSIBLE FALLBACK OPTIONS 

• 	 None. Continue to oppose. 

... ­



, . 

SSI STATE SUPPLEMENTS MAINTENANCE-OF-EFFORT REQUIREMENT 

CONFERENCE PROVISION 
• 	 The Conference Agreement eliminates "maintenance of effort" requirement that prevents 

states from lowering or eliminating State supplemental SSI payments. W.e understand 
that the Conferees are also considering language that would limit the reduction of State 
supplements' to 10% per year for States whose benefit payments are Federally 

, administered, with no such limitation on states that administer their supplements. 

ADMINISTRATIO:N' POSITION 
• 	 Strongly opposes .. 

PROBLEMS WITH CONFERENCE PROVISION 

o 	 The repeal of the MOE would let States significantly cut, or even eliminate, benefits to 
o nearly 2.8 million poor elderly, disabled, and blind persons. Some states could be 
,expected to reduce state supplementary payments simultaneously with increases in the 
Federal SSI COLA. About 380,000 individuals nationwlde receive SSI state 
supplementary payments, but no Federal SSI benefits. For these individuals, a reduction 
in the SSI state supplementary payments may result in loss of Medicaid 'eligibility 
because of the loss of SSI eligibility. ' 

• 	 Most of the individuals who could be affeGted live below the poverty line; they would be 
pushed deeper into poverty if these state SSI supplementary benefits are reduced. 60% of 
those receiving SSI state supplementary, payments are w,omen and 37% are over agl! 65.. 

. . '.' 	 . '; 

.. 	 Asimilar provision.was removed from last year's welfare reform bill via the Byrd, 
Rule. The Congressional Record clearly shows that the Byrd Rule decision was based 
upon the budget effects being merely incidental. Consequently even if CBO decides 
the provision has smallhudget effects, it should still be subject to the Byrd Rule. 

FALLBACK POSITION 
,We recommend no fall back position. 

·0 	 Uniform limitation on the t:eductions (e.g. no more than a.5% one-time reduction for all 
states whether or not Federally administered) could be a compromise position . 

., 

*-


0 
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SSI USER FEE 

CONFERENCE PROVISIONS 

• 	 The tentative Conference Agreement includes language to authorize an 
increase to the fee States pay when they enter into agreements to have 
SSA administer State supplemental payments (i.e., State payments thatare 

. supplemental to the Federal SSI payment). The language nlakes the funds 
from the increase in the fee available to SSA for administrative expenses, 
subject to appropriations action. 

ADMINISTRATION POSITION 

• 	 The Administration supports action in the reconciliation/appropriations 
. process that will provide for (1) permanent authorization ofan increase to 
existing feesto offset SSA-related spending and(2) an appropriation for 
FY 1998 from these fees for SSA administrative expenses. . 

PROBLEMS WITH CONFERENCE PROVISION, 

• 	 The·Senate LaborlHHSlEd appropriations subcommittee and the House . 
appropriations committee have both included authorizing language in their 
appropriations bills: Both thereconciliation bill and the appropriations 
bill now give credit for the revenue. With no change in the reconciliation 
bill language, the appropriations committees may balk at providing the .. 
funding if they are ultimately scored for the spending and not credited for 
the revenue. 

FALLBAGKPOSITION 

There are two alternatives. 

(1) A language change in the reconciliation bill, which would direct the scoring to give 
credit for the revenue to the appropriations bill rather than the reconciliation bill. 
Language follows: 

The'Bmounts of the administration fees authorized bY'this section to be charged an~ 
credited to a special fund established in the Treasury of the United States for state 
supplementary payment fees shall not be scored as receipts under section 252 of 
the Balanced Budget and Emergency Deficit Control Act of 1985; such amounts . 
shall be credited as a discretionary offset to' discretionary spending to the extent 

. they are,made available for expendihrre in appropriations Acts ..not g~tting credit 
for the revenue .. 

: ." 

:., 

."." 

,'. 



--

(2) Strip the authorization language from the reconcillation bill and include both the 
permanent authorization and the appropriation in the appropriations bill. 

.... 




UNEMPLOYMENT INSURANCE INTEGRITY 

CONFERENCE PROVISIONS 

• 	 The Conference Agreem~nt includes a provision to authorize discretionary spending on 
. unemployment insurance (UI) integrity activities.in 1998-2002, which will yield 

mandatory outlay savings. The Conference Agreement lacks any budget process reforms ,:. 

that would assure that the appropriators provide the funds authorized. 

ADMINISTRATION POSITION 

• 	 Supports the authorization ofUI integrity ;pending,but seeks additional budget process 

reforms to ;:tssure that the appropriators provide the discretionary funds necessary to 

achieve the mandatory savings. 


PROBLEMS WITH CONFERENCE PROVISION 

• 	 The Conference provision merely authorizes additional discretionary spending; the . 

Agreement lacks any mechanism to assure that the appropriators provide the necessary 


. furids. At this time, the House appropriations comniittee and the Senate appropriations 

subcommittee have not provided the funds·to achieve these savings. Thus, the $763 

millionin mandatory outlay savings over five yearsthat were ~ssumed in the Budg~t 


. Agreement will not be achieved. The Administration has sought budget process reforms 
for 1998-2002 to provide the necessary incentive to the appropriators. The President's 
Budget had proposed an increase in the discretionary ·caps to accommodate this spending. 
Later, the Administration proposed a budget process r~form to create a UI integrity ) 


reserve fund that wQuld "fence off' .thefunds authorized for UI integrity and mak~ them 

unavailable for other purposes. 


. ,:..... FALLBACK POSITION 

• 	 . Delay the budget process reforms ~o take effect in 1999-2002. This would provide the 

appropriators anotheryear to come up with the necessary funds. However, this delay 

would reduce the expected five-year savings to $598 million as well as making.a small 

reduction in the savings for 2002. . .• 


Drop our request for.budgetprocess reforms fo~r UI integrity. 

http:activities.in


j, ' 
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. <.... . PENNINGTON PROVISION ; - ~.. ' 

CONFERENCE PROVISIONS 

• 	 The Conference Agreement includes'a provision that clarifies that a State has authority 
over what base period to use in establishing eligibility for unemployment benefits. This 
is often referred to as the "Pennington provision" because 'it overt)lrns the court decision 
in Pennington v. Doherty that required IllinoIs to create an alternative base period to.. 
expand the number of individuals eligible for unemployment benefits .. . ," 

ADMINISTRATION POSITION 

• 	 Th.e Administration has been neutral on this provision. 

PROBLEMS WITH CONFERENCE PROVISION 

• 	 This provision had been dropped from the Senate reconciliation bill as a Byrd rule 
violation. While CBO believes that this provision would reduce the deficit, CBO does 
not show scorable savings for this provision because its baseline was set before Illinois' 
appeal of the initial court decision was decided. According to DOL, organized labor .. 
objects to this provision and would like the Administration to remain at least neutral if it 
does not specifically object.' ... 

FALLBACK POSITION 

.. 	 On a programmatic basis, thi~ pro\,ision is not objectionable. Continu~ neutrality. 

: , 



DELAY OF OCTOBER 2000 SSIPAYMENT 

CONFERENCE PROVISIONS 

• 	 , We understand there is an effort to include language to delay the , 
Supplemental Security Income payment for the month of October 2000, 
which by law would be made on September 29,2000, in order to have 
tweive months worth of outlays ,in both FY 2000 and FY 200 I, instead of 
13 months in 2000 and 11 months in 2001. 

ADMINISTRATION POSITION, ' 

• ~ 	 Oppose. 

PROBLEMS WITH CONFERENCE PROVISION 

,. 	 Delaying SSI'payments beyond the current statutory date would cause 
undue hardship to millions of SSI recipients, as well as alarm (despite 
whatever noti~es SSA might send) about whether, their checks had been 
lost, misdirected, or stolen. Receipt qf payments would be effectively 
delayed by at least three days (from Friday, September 29 to Monday, 
October 2). 

FALLBACK POSITION 

.. 	 Include language that directs CBO and OMB to score the outlays for the 
October 2000 SSI payment~ as if they occurred in October 2000. 
Payments would be made on Septem1:>er 29,2000. " 

Rough draft language: 
, 	 " 

Outlays for benefits payments under title XVI ofthe Social Security Act for October 
2000 shall be scored under the B'alanced Budget and Emergency Deficit Control Act of 
1985 by the Congressional Budget Office and the Office of Management and Budget as 
though the delivery date :were the second day of such month, 'without regard to the actual 
delivery date. 

-... 



WELFARE ADMINISTRATIVE COST ALLOCATION 

CONFERENCE PROVISIONS 

• 	 No provision. 

• 	 Under current law, States may take action to increase Federal costs dramatically by . 
changing their welfare cost allocation plans to shift State administrative costs from the 

, capped TANF grant to matched, open-ended funding streams in Food Stamps and 
Medicaid. Proposals were introduced but not adopted in the Senate Finance and House 
Agriculture Committees to limit the extent of such cost shifting. The Finance Committee 
proposal would save $3:3 billion over five years and $650 inillion in 2002. 

ADMINISTRATION POSITION 

• 	 The Administration supports a statutory change that would maintain T ANF as the' 
"primary program" for cost allocation purposes and limit the degree of cost shifting from 
TAJ\lF to other programs, thereby saving $3.3 billion against CBO's baseline. 

PROBLEMS WITH CONFERENCE PROVISION 

• . 	 No provision. 

FALLBACK POSITION 

... 
• 	 Language similar to the ChafeelRQckefeller proposal to lock in current cost allocation 

plans (see attached). 

',' 

... ­
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Rockefeller/Chafee Amendment on Cost Allocation ,,.,,ith HHS Edits 
(deletions in strikeout, additions in bold) 

Section 408(a) of the Social Security Act (42, U.S.C. 608 (a)) is amended by adding at the end 
the following: . 

. ..' 

"(12) DESIGNATION OF GRANTS UNDER THIS PART AS PRIMARY PROGRA..M IN 
ALLOCATING ADMINISTRA TIVECOSTS. Notwithstanding any other provision of law or 
regulation, the state shall designate the program funded under this part as the primary program 
for the purpose of allocating costs incurred in serving hOl:lseholps eligible or app1ying for benefits 
under the state program funded under this part and any other Federal means tested benefits. The 
Secretary shall issue reguJations to require that such administrative costs be allocated to the . 
program funded under this part in the same mar-iller as sueh eosts ..vere alloeated by State. 
ageneies which had designated Part Aofthe Title IV (42 V.S.c. 601 et seq.) as the primary 
program for the purpose of allocating administrati,·;;: costs prior to August 22, 1996." 

Section 409(a) of the Social Security Act(42, U.S.C 609 (a) is. amended by adding at the end the 
following: . . . 

"(13) FAILURE TO ALLOCATE ADMlNlSTR.A.TIVE COSTS TO GRANTS PROVIDED· 
UNDER THIS PAR T.--lf the Secretary determines that the state has not allocated administrative 
costs in accordance ''''ith section 408(a)(12), the Secretary shall reduce the. grant payable to the 
state under section 403(a)(1) for a fiscal year by the amount of administrative expenses that the 
state allocated to the program funded under this part in the preceding year less than the ~ount 
the Secretary determines should have been allocated to the program'funded under this part.'~ 



RECONCILIA TION POSITIONS: HUMAN RESOURCES 

Welfare to "'ork· 

Distribution ofFunds . 

Program Administration - Federal 

Fair Labor Standards ActlMinimum Wage 

TANF Transfers to Title XX 
 . . 

Vocational Education Counted as Work Under TANF Work Requirements 
Welfare to Work Nondisplacement an9 Grievance Procedure. 
Perfonnance Bonus 
WTW Program Administration - State and Local 
Sanctions (Nickles Amendment) 

Uses ofFunds - Workfare [not on 7/23 document] 

Immigrants 

Immigrant Eligibility for SSI and Medicaid 
Summa!)' ofBenefit for Immigrants Scoring 
Action Before Recess to Ensure October 1. SSI Benefits for Legal Immigrants [not on 
7/23 document] . 

,,,elfare Pr'i"atiza tion 

Other Issues 

SSI State Supplements· 

SSI User Fee 

UI Integrity. 

Pennington 


Other Issues not on 7/23 document 

Delay of October 2000 SSI Payment 

Cost Allocation 




WELFARE TO WORK 

DISTRIBUTION OF FUNDS 


CONFERENCE PROVISIONS 

• 	 The Conference proposal contains a9011 0 fOITl1ulaicompetitive split. 

90% formula funds are distributed to States on the basis ofpoverty levels 
'and T ANF caseloads; include a small;.State minimum of 0.25%; are 
distributed within States based on poverty levels, long-term TANF 
caseloads (optional), and unemployment (optional); and presume TANF 
agencies will administer but give the Governor an option for PICs or other 
agencies to administer. 

J0% competitive funds are available to PICs and other political 
subdivisions of a State; provide no set-asides for rural areas or poor cities; . 

, and provide no role for non-profit entities, including community 
development corporations. 

ADMINISTRATION POSITION 

The Administration opposes the Conference proposal because it does not give 
cities and mayors sufficient authority to administer the program. The , 
Administration favors the Ways and Means provisions which included a 50/50 "­
split and gave PICs responsibility for administering the program --targeting 
resources more effectively to cities. 

PROBLEMS WITH CONFERENCE PROVISION 

. 	 , 

• 	 Does not adequately place resources in the hands ofmayors to administer the 
program (allows Governor to decide ifTANF agency or other agency is.to run the 
program). ' 

F~LBACK POSITION 

, . Ways.and Means bill: 50/50 split with 65% ofcompetitive funds targeted to the 
poorest cities and PICs responsible for program administration. 

o 	 Existing 90/1 0 split with the strong focus on cities by making PICs responsible 
for prograi:n administration (mayors are comfortable with this formulation). 

1'::(1-5 
L6 D\~0, 
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EXECUTIV.E OFFICE OF THE PRESIDENT 

OF~ICE OF MANAGEMI;;NT AND 6UDGET 


WASHINGTON. D.C. 2050S 


THE: OIRE:CTOR 

Iuly 2, 1997. 

The Honorab1e JOM R. KaSich 

Chairman 

Committee on the Budget 

U.S. House ofRepresentatives 

Washington, D.C.. 20515 


Dear:Mr. Chainnari: 

, . 
. As the Conferees begin to consider this yearYs budget reconciliation bill, I am writing to 


transmit the AdministrationYs views on the House and Senate versions of the spending bili on 

.reconciliation, H.R 2015. The Administration wilJ separately transmit its views on the taX' 

proVlslOns. 


We ate pleased that the House and Senate adopted many provisions that are consistent 
. with the Bipartisan Budget Agreemen!y reflecting the continuing bipartisan cooperation that we 
will need to fully implement the agreement and balance the budget. In several ar~ however, the 
House and Senate bills violate the agreement. In other areas outside the scope oftheagreem~t, 
we have very strong con~s about the reported provisions. We have raised a number ofthese 
issues in letters to you and to the authorizing.committee chairmen and raludng members 
throughout House and Senate consideration ofthe separate reconciliation spending bills. 

'. , ,. . 

. On the pages that 'fol1ow, we have outlined noteworthy provisions ofthe House and 

Senate bills with which we agr~ others that we believe violate the budget agreemen~ and still 

others about which we have concerns. 


We expect and will insist that the finill budget legislation conform to the budget 
agreement. 1;n addition, we look forward to working with you to craft a final conference report 
that is free ofobjectionable provisions, resolves the other major policy differences between us. 
and balanCes the budget by 2002 in a Way that we can all b,e proud of We hope to meet that goal . 
before the August recess. 

, . 
'" 
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We IOQk fo~ard to working with you.. 

Sincerely. 

Franklin D. Raines 
Director 

.EnclQsure 

cc: Senate Conferees 
House Co~ttee Chairmen and Ranking Meinbers 

Identical 'letter sent to Honorable Pete V. Domenici, 

Honorable John M. Spratt Jr., and Honorable Frank R. Lautenberg 
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THE ADMINISTRATION'S, DETAILED VIEWS: 

THE HOUSE AND SENATE RECONCILIATION BILLS ON.SPENDING 

Medicare 

We applaud the House and Senate for reporting bills that largely conform to the 
underlying principles of the budget agreement. Both bills achieve the necessary level ofMedicare 
savings - although we still await final scoring ofthe Senate provisions from the Congressional 
Budget Office (CBO) - and would extend the life ofthe Hospital Insurance Trust Fund by at least 
10 years; provide stru~raI reforms that will give beneficiaries more informed choices among 
competing health plans; establish prospective payment systems for home health agencies,' skilled 
nursing facilities, and hospital outpatient departments; incorporate prudent purchasing reforms; 
and provide the, funds to establish a wideaiTay ofcost-effective preventive benefits, including 
mammography and colorectal screening. We look forward to working with your staffs on the 

, many technical issueS related to ensuring that these provisions are implemented correctly. 

We are pleased. that the Senate has.included provisions in its bill to require managed care 
and fee-for-service demonstrations 'of Medicare reimbursement to the Departments ofDefense 

, (DOD) and Veterans Affairs - a concE?pt knovro. as Medicare subvention. We are encouraged 
. that these provisions are similar to our own Medicare subvention legislation. which we 
transmitted to Congress on February 7, 1991. We look forward to working with the Conferees to 
develop a, bill that addresses Administration concerns about the fee-for-service and payment rate 
components ofthe DOD demonstration. 

'Notwithstanding these achievementS, both the House Ways and Means and Senate bills 
contain a provision that we believe is incOnsistent with the budget agTeement. During our 
negotiations over the· agreement, we discussed at great length the reallocation ofhome health 
expenditures to Medicare Part B. All sides clearly understood that the reallocation would be 
immediate. Both bills, however. phaseiri the reallocation, which costs two years ofsolvency in 
the Part A trust fund -- two years that we can ill afford to lose. We urge the Conferees to 
incorporate the provisions in the House Coriunerce Committee title ofthe House bill, reallocating 

, home health spending consistent with the budget agreement. , 

The Administration has significant concerns with other provisions of the two bills, . 

concerns that we urge the Conferees to address.' ' 
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, Benefici31Y Contributions to a Balanced Budget. We worked very hard during the budget 
negotiations to set a beneficiary contribution to abalanced budget that was Wr and equitable ­
applying the Part B premium, over several years, to the home health reallocation and maintaining , 
the Part Bpremium equal to 2S percent ofprogram costs. Other provisions of the Senate bill, 
however, would go beyond the budget agreement and introduce new, inadequately developed ' 
proposals. , ­

• Raising the Medicare Eligibility Age. The 'Senate bill raises the eligibility age for 
Medicare from 65 to 67 over'a period ofyears. Raising the eligibility age is not necessary to ­
balance the budget, and consideratIon ofthis policy should be 'part ofabipartisan process to 
address the long-tenn financing challenges facing Medicare. ,Moreover, early retirees between 
65 and 67 may not be able to obtain affordable insUrance in the private market. The 
Administration is concerned about the potential loss ofcoverage for any Am~ric:an. and we ­
urge the Conferees to drop the provision-as part ofthls bilL 

o l':"poSingHome Health Copayments. The Senate bill would impose a Part 'B home 
health copayment of$5 per visit, capped at an amount equal to the annual hospital deductible, 
Most home health users who lack Medigap or Medicaid protections are poor and v.ill face 
firuincial burdens that may result in reduced access to needed care. Those beneficiaries who 
have Medigap or Medicaid 'Will have no real inCentive to reduce utilization. We do not need 
to impose a home health copay to balance the budget, and any further consideration ofthis 
policy should be ,part ofa bipartisan process to address the long-term finanCing challenges 
facing Medicare. We urge the Conferees to drop this provision as part ofthis bill 

• Income-relating the Part B Premium. The Senate Qill would income-relate the, ­
- Medicare Part B premium. While we do 'not oppose income-relating Medicare in principle, 
we have a. ntunber ofconcerns about this.proposaL First, we do not need ,inCome-related 
beneficiary contributions to Medicare to balance the budget. Second. we have serious 
concerns about how an income-related prerruum 'Will be administered. Administration by the 
Department ofHealth and Human Services (HHS), which has no access to individual 
ben~ciary income data, would be impractical and very ~-pensive, and we have previously 
said 'that only the Treasury Department Could adrnirUster such a policy in the short run.' 
Moreover, the adrrunistering agency would require substantial additional resources to 
undertake this new responsibility. Finally, we believe that this provision, which completely 
elirninatesany Part B premium subsidy for the higheSt-income beneficiaries, could lead these 
beneficiaries to drop Medicare coverag~thus leaving poorer, typically less heatthy, 
beneficiaries in the Medicare risk pool and thereby increasing their premiums. While we have 
serious concerns about this propoSal as 'drafted, weremain interested in discussing it, or 
proposals like it, in the broader context of reforms to address the long:..teiin financing and 
structural challenges facing the program. ­

" \, 

2 




PAGE 6/2210 !JUL-02-97 21~27 FRciM;OMB LA' 

Threat to BeneficisU;yProtections. The Administration strongly supports the 
introduction ofnew options for Medicare benefipiaries in both the fee-for-service and 
managed care sectors. We also believe, however, thatany new options must both provide' 
value beyond that offered by the traditional Medicare program and include beneficiary 
protections. ' The Senate bill includes, several provisions that Violate the~ principle~, and we , 
urge the Conferees to drop them. ' 

The first provision allows beneficiaries to choose a so-called "private fee-for·service" 
option under the Medicare Choice program. We are concerned that private fee-for-service 
plans in Medicare Choice represent bad policy, particularly given the' fact that these plans will 
be subject to no balance billing or quality protections. We are also concerned that this option 

, will attract primarily healthy and wealthy beneficiaries and leave sicker and poorer 
beneficiaries in the more expensive, traditional Medicare program. ' In addition, it could 
disproportionately attract rural beneficiaries ifthe few providers in their area choose to leave 
traditional Medicare and fonn private fee--for-service plans. 

Thes~nd provision ,would allow physicians to .obtainprivate contracis from 
beneficiaries whereby the beneficiary' would agree to pay whatever the physician charged (i.e., ' 
\\-aive balance billing limits) and agree not to submit a bill to or collect anything from 
Medicare. The beneficiary would be totally'responsible for out-of-pocket expenses for the 
physician' s entire bill. even though the service would be covered by Medicare if the bill were 

. submitted to Medicare_ Asa result, we are concerned that private agreements could become 
licenses for physicians to coerce beneficiaries. eiposing beneficiaries to unlimited,liability and 
making'meaningless the Medicare coverage they have paid for. ' 

The third provision wouIdallow Durable Medical Equipment (DME) suppliers to bill 
Medicare beneficiaries for amounts beyond cost-sharing for "upgraded" DME items, while 
stilI accepting assigrunent .. Beneficiaries already have the option ofchoosing upgraded DME 

.. 	under current law. We are cotlcerned that this new option undennines limits on beneficiaries' 
out-of-pocket payments and,-as a result" could pennit suppliers to take advantage of 
beneficiaries_ . 

. 'Medical Savings Accounts_ We believe that any demonstration ofthis concept should 
be limited in order to minimize potential dainage and costs to Medicare. We commend the 
Senate for limiting the demonstration to 100,000 participants, but we believe a successful 
demon.$'ation could be structured with fewer participants. In any case, we want this ' 
demonstration to beassrnall as possible. We also commend the Senate for limiting 
cost-sharing and deductibles to amounts enacted under the Health Insurance Portability and 
Accountability Act (HIPAA). But, we still prefer a geographically-limited demonstration that 

. applies current law limits on balance billing to protect beneficiaries from additional provider 

charges_ We urge the Conferees to limit this demonstration numerically (withirl the numbers, 

outlined above) and geographically for a trial period (two States for three years), enabling us 

todesigntheldemonstration to answer key policy questions. . 


3 
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PreVentive Benefits. We are pleased that the preventive benefits in the House and 
Senate bills are largely the same as those in the President"s 'budget. Unlike the budget, 
however, the House and Senate bills do not ",Give all cost sharing (coinsurance and 
deductibles) for mammograms. Research shows that copayments hinder. women from fully 
taking advaD.~ge ofthis benefit. We urge the. Conferees to modify the House and Senate 
provisions to waive all cost sharing for mammograms. 

Medigap. The President's budget advanced a number ofimportant Medigap reforms, 
including annual open enroIhnent,comnluriity rating, initial open enrollment for disabled and 
kidney dialysis beneficiaries, and various portability provisions. We are disappointed that 
neither the House or Senate adopted certain ofthese reforms. The Senate bill took the largest 
strides toward these important reform~ providing for an initial open enrollment period for' 
disabled beneficiaries and a trial period for managed care enrollees. We urge the Conferees to 
adopt at least the Senate provisions, and to fully consider the President's suggested additional 
refonns. ' . . 

Medical MaJpractice. The House bill includes malpractice provisions that are 
extraneous to the budget agreement. The Administration has consistently made it clear that 
we find these provisions objectionable, and we urge the Conferees. to delete them. 

ProyiderSponsored Organiut1ons. Another step forward in both bills is their 
inclusion ofprovider sponsored organiz.ations (PSOs) as Medicare options. We are ' 
concerned, however, about the lack ofminimum private enroIhnent requirements and aspects . 
ofthe PSO definition, and we look forward to working with the Conferees on these issues. 

ManagedCare ,Payments: We agree that the rurrent unjustifiable geographic variation 
in payments to managed care ,plans should be remedied as part of the reconciliation bill. We. 
prefer the House proposal, which rrutigates the geographic variation mpayments and 
maintains the link: to fee-for-service payments,along with an adjustment for adverseseIection. 
VmOllS payment provisions in the Senate bill, some of, which are individually justifiable, 
together have a significant negative impact on areas with a high managed cru;e enrollment and 
could lead to abrupt changes in additional benefits now provided to Medicare enrollees. The 
Senate proposal also ties growth in managed care payments to growth in gross domestic. 
product (GDP) .. We prefer a less disruptive payment proposal' and one that ties growth in 
payments to growth in fee-for -service Medicare. Limiting managed care payment growth to 
GDP effectiv~y creates two growth . rates for Medicare payments, 'leading to an erosic::>n ofthe 

. value ofthe Medicare Choice benefit package and eXposing beneficiaries to.incre3sed 
premiums., 

Managed Care Risk Adjustmenl. ' The Senate bill in~ludes immediate implemenution 
ofan untried, "new enrollee'" risk adjustment methodology that would be applied in an· . 
inequitable manner (exempting some plans) ~d that would be replaced bY!l different revised 

. , ' 
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methodo]ogy two years later. We prefer to implement a ma:naged care risk adjustment 
methodology once - and sooner. There'fore. we support the House provisions on risk 
adjustment, modified to authorize the collection ofhospital discharge data inunediately and to 
authorize implementation ofthe risk adjustment methodology in 2000. 

Medical EducatiQn/DisprQPQrtiQnate Share (pSm CaTVe-out. The President's 1998 
budget proPQsed tQ move medical education (mdirect and direct) and DSH adjustments out Qf 
managed care payment rates and redirect them to eligible hospitals that provide services to 
Medicare managed care emollees .. This important proposal would ensure that 'the Nation's 
teaching hospitals aild thQse that 'serve low-income pQpulations receive ,the Medicare, ' ' 
payments to which they are entitled; The Senate and the House Commerce Committee 
adopted these provisions., and weurge the Conferees to adopt them as well. 

Managed Care Enrollm~t. We urge adoption ofthe Senate provisions with regard to 
open enrolhnent. The House bill permits beneficiaries to be locked into a MedicarePlus plan 
for as long as nine mOI,lths, after a lengthy transition period. We continue to support the 
monthly disenrollment option as an important safety valve for managed care eiu'oUees who are' 
dissatisfied with their managed care plan. 

Managed Care Quality. Both the House and Senate bills go far to ensure quality in 
Medicare managed care. The House bill, however, has an objectionable provision allo'Wing 
external quality review requirements to be met through accreditation. The House bill also 
cont.aini a sinlilar provision in its Medicaid title. We prefer maintaining a true requirement for 
external quality review to protect beneficiarieS in this rapidly changing marketplace, as the 

. Senate bill provides. . ' 

Medicare CommisSion. Both the Senate and House bills would establish a Medicare 
CommisSion. We believe strongly that a 'mutually agreeable. bipartisan process is essential to 
su~ssfully address the long-tennfinancing challenges facing Medicare~ We look forward to.. 
working 'With you to develop the best possible bipartisan process to address those challenges 
while simultaneously ensuring the sound restructuring ofMedicare to continue to provide 
high-quality care for our Nation's senior citizens. 

Office ofCompetition.' The Senate bill would create an Office ofCompetition within 
HHS to ,administer competitive pricing demonstrations. We believe this provision would 
create unnecessary duplication ofstaff and resources 'Within HHS and become a potential 
Source ofconfusion for Medicare beneficiaries and plans .. We are also concerned about 
certain aspects ofthe competitive pricing demon.stration, and we look forward to w,orking 

. with the Conferees to ensure that the demonstration authority would lead. to valid and 
verifiable results_, . 

. 5 
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Hospital Payment Systems. We have several concerns 'l.Vitb various House and Senate" 
provisions relating to hospital payments, including: the Senate provision to move the hospital 
update to a calendar year basis while leaving all other changes to PPS payments on a'.fiscal 
year basis. thus requiring two separate payment rules; the Senate provision on hospital 
transfers, which does not include ~ome health agencies and which we believe creates a strong, 
unjustified payment bias to'!JSe home health services for post acute care; and the Senate ' ' 
provision to provide large bolUlS payments for certain PPS-exempt facilities, which could lead 
to a' significant redistribution offunds among PPS exempt facilities. " 

Medicare Disproportionate Share Payments (DSHj. We look forward to working 
with Congress to develop a new adjustm~t for hospitals that serve a disproportionate share 
ofIow-income individuals. We want to improve the current adjustment to create a better ' 
measure ofservices to indigent populations so that we can better target DSH payments. But, 
we oppose any cuts to the cUrrent DSH adjustment in the interim. We have proposed to . 
freeze the adjustment for the next two years to ensure that vulnerable hospitals serving large 
numbers ofuninsured and Wlder-insuredpatients are not ,burdened with excessive cuts. 

,Me<!icare Secondary Payer (MSP) .. Both the House and Senate bills limit the time 

period for MSP rerovery to three years afterthe date of service. We urge ~heConferees to 

adopt a five-year time limit, consistent with the President> s proposal. The IRS/SSA data ' 

match does not provide information in 'a timely enough manner to be able to recover 

overpayments within a three-year Window, We also ,urge the Conferees to adopt our insurer 

reporting proposaIs . 


. Implementatjon Issues. 'We are concemed:about how the full ~pe ofth~ House and, 
Senate provisions would affect HHS' administrative aJ:>ilities and resources necessary to 
implement them. We urge the Conferees to consider Changes in the effective dates ofthe 
provisions so they are consistent with the funding levels that the budget agreement provided 
to the Health Care Financing Admini~tion (RCF A). .. 

Medicaid 

We commend the Hou~ and Senate for reporting bills that conform to many ofthe . 
Medicaid reform principles ofthe budget agreement. Both achieve savings through lower . 
disproportionate share hospital payments (DSH) and greater State flexibility. Both bills give 
States more flexibility,to manage th~r Medicaid programs by repeating the Boren amendment, 
allowing managed care without Federal waivers, and e1imi.rlating unnecessary administrative 
requirements. We also comrriend the Senate' for including managed care quality standards that 
ate consistent with the President's consumer protection framework. 

N~eitheIess. the House and Senate bilIsco~tain provisions that are inconsistent with 
.the budget agreement. ' , ' , ' 
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First, the budget agreement includes a provision to restore Medicaid for current 

disab1ed children losing Supplemental Security Income (SSI) because ofthe new, more strict 
definition ofchildhood eligibility. The Senate bill does not include this proposaL The House 
bill allows, but does not require, States to provide Medicaid benefits for about 30,000 children 
who could lose their health care coverage in fiscal 1998: We strongly urge the Conferees to 

conform to the budget agreement by including the provision fromthe President's budget that 


, would guarantee coverage to these children, and.allocate the necesSary funds for this purpqse. 


Second, the budget agreement includes a 70 percent Federal matching payment for 
Medicaid in the District ofColumbia. We are pleased that the Senate bill includes a higher, 
matching payment, but we are concerned that it is not sufficient; it sunsets at the end offiscal 

, 2000 and is 10 percentage points lower than the 70 percent that the budget agreement caI1ect 
"for. A 60 perCent matching rate would still leave the District paying a highershare of its ' ' 
Medicaid program than any other local government. We urge the Conferees to inc1ude the i 

provision from the agreement. . ' 

The budget agreement also includes adjustments for the Medicaid programs in Puerto 
Rico and the tenitories. We are pleased that the Senate includes adjustments for those' . , 
programs, but we would prefer that the Coriferees include the language in the President's 
1998 budget.' , , ' 

The Administration has significant concerns with other House and Senate piovisioIl;s 
. that we urge the Conferees to address.' 

Assistance for Low-Income Medicare Beneficiaries. The Senate bill includes $1.5 
billion in premium assistance for low-income' beneficiaries through a Medicare block grant to 
States. The House provides $1.5 billion to expandeligibiIity to Medicaid but does so, in part, 
through an administratively complex fonnula'subsidizingonIy a portion ofthe Part B . 
premium. We prefer a simpler approach that v;ouJd finance the cost ofthe full Pan: B . 
premium through Medicaid.. Iir addition, we object to the Senate provision that sunsets this 

. assistance in 2002; low-income senior citizens will still need this assistance after that date. , 

Medicaid Cost Sharing. The senate bill would allow states to require limited cost . 
sh,aring for optional benefits. We are pleased that a Senate amendment would bar States from 
imposing cost sharing on children under 18 in :fumilies with incomes below 150 percent of' 
·poverty. But, we are still concerned that the bill may Compromise beneficiazy acCess to ! 

quality Care.. Low-income elderly and disabled Medi~d beneficiaries may forgo needed 
services ifthey cannot afford the copayments., 

Disprop.,Qrtionate Share Hospitals -A1Io~atjon to States. We haveconcems about the 
House and Senate allocations and. levels ,0fDSH payment reductions among States. As in the 
DSH policy ofthe 1993 budget reconciliation bilI, this year's policy should address past ~ 
abuses without Causing undue hardship on any State. We a,re'seriously concerned, howev~. 
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that the House and Senate bills may have unintended distributi,onal effects among States. We 
urge the Conferees to adopt the President's 1998 budget proposal. which takes an equal 
percentage offofStates' total DSH spending up to an ''upper limit." ensuring that ·States With 
the highest DSH spending do not bear most ofthe impact . 

. '. Ifuproportionate Share HQ~ita's -Targeting to Hos.pitals. The House bill does not 
retarget DSH funds. The Senate bill would require SUtes to develop DSH targeting plans,: 
but it does not include a Federal DSH targeting standard. As' we have said previously, we ' 
believe that significant DSH savings sh9Uld be linked to a Federal standard for targeting th~ 
rerpaining DSH funds to needy hospitals. Without such standards, providers with' : 

'high-volume Medicaid and:low-income utilization may not be sufficiently protected from DSH 
reductions. ' ' , 

In addition, the House bill would require States to make DSH payments directly to: 
qualifyinghospita1s,and would not allow States to make DSH payments through capitatio~ 
payments to managed care organizations. The Senate bill does not include this provision. We 
urge the Conferees to 41dopf theHouse provision, ensuring that all eligible hospitals receive'a 
Federal DSH payment regardless oftheir contract, ot Jack ofa contract, with a particular 
'.HMO. :', . 

, §1115 l2s,tettsioos and ProvidetTax Wajyer. The House and, Senate bills would 

, extend expiring § I I IS Medicaid waivers. The Senate would deem approved § 1115 waivers 

without regard to whether they will'increase spending. In addition, the Senate bill would' : 

deem provider taxes. as approved for one State. We have serIous concerns about these 
provisions and would like to work with the, Conferees to address the underlying problems. • f' 

RetUrn to 'Work. vie are pleas,ed that the Senate bill would allow States to anow 
workers 'With disabilities to buy into Medicaid. But we urge , the Conferees to adopt the 
version ofthis proposal from the President's 1998 budge~ which would not limit eligibility for 
this program to people whose earnings are below 250 percent of poverty. We believe that i 
the Senate-proposed limit would not give States enough flexibility to remove disincentives to 

, work.for people with disabilities.' . : 

CriminaiPenaltie$ for AssetPivestiture. The Senate bill would amend Section 217:of 
the Health Insurance and Portability and Accountability Act 1996 (HIP AA) to provide 
sanctions against those wh9 help people to dispose ofassets in order to qualifY for Medicai~. ' 
We prefer to repeal seCtion 217 'because we believe that the Medicaid laws meffect before ;' 
HJPAA are sufficient to protect Medicaid. against inappropriate. asset ~vest#ure. 

Manazement Information. The President's 1998 :budget included a major reduction in 
unnecessary administrative burdens on the States. but ensured that States collect sufficient : 
inforlnation to effectively manage their Medicaid programs. The House approach would , 
require States to show that their State-design~ syst~s meet outcome-based perfonnance; 
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standards and would permit the collection and analysis ofperson-based data. The Senate did 
not include this provision. We urge the, Conferees to adopt the House provision: : 

. Alaska FMAP Change.' The Senate bill would increase Alaska's Federal Medical 
Assistance Percentage (FMAP) above the level ofthe current law formula. While we have 
consistently supported efforts to examine alternatives to the current Medicaid matching 
structure, we believe that, changing the flv1AP for Alaska alone is unwarranted and does not: 
address the Wlderlying inequities in the current system. ' 

Children's Health 

We are pleased that the children's health initiative is in both the House'and Senate 
bills. In fact,. the Senate bill goes beyond the $16 billion that the budget agreement provides. 
adding another $8 billion. which IS a portion ofthe revenue from a 20-cent increase in the . 
tobacco tax~ 

We support a 20-<:ent increase in the tobacco tax -- we agree that it complements the 
budget agreement - and we, endorse the idea ofusing all ofthe revenues raised by such an : 
increase for initiatives that focus on the needs ofchildren and health. We urge the Conferees 
to invest all ofthese funds v.isely in order to epsure meaningful coverage formillions of " 
uninsured children. In addition. we especially support the Senate provisions for benefits and, 
cost sharing. I 

Notwithstanding these achievements, we have serious concerns about thefollowing , 
House and Senate provisions, which we urge the Conferees to address. 

Sunset QfTobacco Tax Revenue for Childf-en's Health. Although we commend the ' 
Senate for supporting the use ofthe tobacco tax for children's health; we urge the Conferees 
to continue this funding after 2002. A sudden drop in funding in 2003 would cause many or 
the newly-insured children to lose their coverage. ' '..' 

, Meaningful Benefits. Cost Sharin~irect Services. The budget agreement calls for , 
the children's health investment to go for health insurance coverage. Thus, we support the I 

Senate's definition ofbenefits and its·linlits on cost sharing. the latter ofwhich v.ill ensure t¥t 
low-income children do not shoulder unrealistically high costs that could lead to reduced 
access to needed health care. We do not support the direct services option 'ofthe House bill: 

, because we are concerned. that a State could spend all ofit$ money on one benefit or to 'offset 
the effects ofthe DSH cuts on certain hospitals; and that children woUld not be assured 
appropriate coverage. In our view, this provision does not fulfill the commitment of the ' 
budget agreement to provide "up to five million additional children with health insurance by , 
2002." 

9 
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Funding Structure. We support the straightforward funding structure of the House ~ 
bill. But its proposal for different matching rates for Medicaid' and the grant option could 
discourage-States from choosing Medic3.id. We believe Medicaid is a cost-effective approa~h 

. to covering low-income children, and we SUppOI1 using the same matching rates for both 
options. In addition. we support the House provision that gives States the flexibility to spend . 
their grant Il10ney on Medicaid. agrant program.. or a combination ofthe two. The Senate bill 
requires States to choose between Medicaid and a grant option. 

Eligibility. The Senate bilt'includes a ceiling of200 percent of poverty. We agree that. 
the funds should first go for insurance coverage for low-income uninsured children, but we 
believe income ceilings would limit States' flexibility to design programs that best tit their . 

• • ~ '. L

needs. . . 

Use QfFunds. We want to ensure that the investm.ent in children's h~th goes to 
·cover children whocuiTentIy lack insurance, rather than replace existing public or priVate . 
funds for children's health insurance. Thus, we support a strong maintenance ofeffort 
provision and the prohibition on using provider taxes and donations to fund the State share of . 
the program. In addition, we want to ensure that the funds ate used in the most cost-effective 
manner to provide coverage to as many children as possible. Therefore, we do not support 
provisions that allow States to pay for family coverage or pay the employee'$ share of 
employer sponsored inSLirance. 

E::tpansion'ofthe "Hyde Amendment'" 

Both the House and Senate bills would expand the Hyde Amendment prohibitions on 
Medicaid payment forabortion services to include spending on the children's health initiative, ,. 
and to codify these prohibitions in permanent law. This provision could deny access to 
abortion services to poor women to the extent th3t States choose to use the children's health 

. funding to offer family coverage, as the Hou~bill would permit. As we have repeatedly said, 
.we do not Support lirni~g access to medically necessary benefits, including abortion service's. 

In addition, the Senate bill contains a provision that redefines the term "'medically 
necessary services" in the context ofmanaged care sanctions to exclude abortion services 
except under certain circumstances. We oppose this attempt to further constrain the 
availability:of abortion services through this provisio~ and we strongly urge the Conferees riot 
to begin -writing into the Medicaid law permanent, restrictive definitions ofwh3.t are . 
"medically necessary" services - an issue that is more appropriately decided by health· 
professionals. . 
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. Multiple Employer Welfare Arrangements (MEWAs)
" . .;, ' 

. The House bill allows for Multiple Employer Welfare Arrangements (MEWAs) by 
including language from H.R. 1515, the "Expansion of Portability and Health Insurance' 
Coverage Act of 1997," while the Senatebill includes no such provisions. We strongly: 
oppose including provisions from H.R. 1515 because the bill has inadequate consumer 
protections and could lead to premium increases for small businesses and employees who . 
. may bear the burden of adverse selection. H.R. 1515 would transfer the regulation of a . 
large health insurance market aw:ay from the States by preempting State laws under the I 

Employee Retirement Income Security Act ("'ERISA "). This far-reaching proposal 
demands much greater analysis and discussion. We also oppose the provision ofthe House 
and Senate bills that would allow a religious fraternal benefit society plan to establish a . . 
Medicare Choices plan; it would set a precedent for allowing association health plans (such as 
those allowed under the House ~WA language) to become Medicare Choice providers. 

. ".. 

. Continued SSI and Medicaid Benefits for Legal Immigrants 

We are pleased 'With several provisions in the House and Senate bills. Both bills woUld 
grandfather immigrants who were receiving SSI benefits as ofAugust 22, 1996. as the ' 
President indicated. he would support in a June 20 letter to Budget Committee Chairman 
Kasich and Ranking Member Spratt. ·Bothbills also extend the exemption' period from five to 
seven years for refugees, asylees, and those who are not deported because they would likely: . 
faceperseciltion back home. .. ... ... ... . .' 

We are pleased that the Semite bill. which restores 55I and Medicaid eligibility for all 
legal irrunigrants who are or become disabled and ';"ho entered the U.S. prior to August 23, : 
1996, implements the budget agreement. The House bill. however, doeS not. It fails to fully 
·restore SSIand Medicaid benefits for all legal immigrants who' are or become disabled and . 
who entered the U.S. prior to August 23, 1996. A5 thePt:esident stated in his June 20 Ietter'~ 
hewill not sign legislation that does not include the policy, as the ~udget agreement calls for, 
that protects disabled immigrants. Compared to tbe.budget agreernen~ the House bill woulq . 
protect 75,000 fewer immigrants by 2002. We strongly urge the COJuerees. ~ adopt the . 
Senate approach. . 

. . 
In addition, ifresources are available,we .urge the Conferees to. support several other· 

Senate provisions. The Senate bill restores Medicaid coverage for future immigrant children~ 
provides SSI and Medicaid to immigIailts who are too disabled to satisfy the requirementS 
to naturalize; and provides the same exemption period for Amerasian and Cuban Haitian • 
immigrants ,is for refugees. We look forward to working with you on these matters. . 

. II . 
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Additional Work Slots f~r Individuals Subject to the Food Stamp Time Limits 

, The budget agreement included $1.5 billion in additional Food Stamp funding to 
encourage work and give States the flexibility to exempt individuals from Food Stamp time 
limits due to hardship. The agreement specificalJy states that existing Food ,Stamp , 
Employment and Training funds will be redirected and new capped mandatory funding added 
"to create additional work slots for individuals subject to the time limits,."·and it provides $1 
billion for this purpose. ' . . , \ 

, 'We appreciate that the House and Senate bills would implement the '15 per,cent 
hardship exemption, consistent with the agreement. But. we areconcemed that both bills 
create significantly fewer job opportunities than the five-year target of350.000 slots -1.0,000 
a year - that the negotiators disCussed. We areparticularJy conCerned about the House bill:, 
which would create 100,000 fewer slots than the President's proposal and about 40,000 fewer 
than the Senate approach over five years. The House bill also does not reflect the agreement 
because it does not taJ-get the funding to worksiots for individuals facing the time limits. We' 
believe the final bilIshould follow the Senate approach inta,rgeting funds to work slots tha( 
meet the w<;lfare refom law'stough requirements for Food Stamp recipients, and establishing 
perfonnance standards to reward States that create add,itional work opportunities. We urge 
the Conferees to follow the Senate approach, with the House maintenance ofeffort provision, 
to make it,fully consistent with the budget agreement. ' . 

Welfare'to Work 

We are pleased that the House and Senate bills would address many ofaUf priorities) 
for the'welfare--to-work program,to some degree, including: the provIsion offormula grant ; 
funds to States based on poverty and adult welfare recipients; a sub-State allocation ofthe : 
formula grants to ensure targeting on areas ofgreatest n~ed; appropri~te flexibility for ' 
grantees to use ~hefunds for a broad array ofactivities th~ offer the promise ofpennanent : . 
. piacemerit in unsubsidized jobs; some funds awarded on a cOmpetitive basis~ and a substantiBl ' 
set-aSide for evaluation. We look fOI'\Vard to working with the Conferees to refine'these 
prOVISIOns. 

We continueto be concerned, however, about seveiaJpriority issues. In some cases,' 
only one Chamber has adequately addressed our concerns; iri others. neither has. The issues' 
that concern us the most are highlighted below. and we urge the Conferees to address them~ , 

, Targeting Welfare-to-Work Funding to Cities and Counties with Large PovertY· . ; 
PQPu1a#ons. The ch.al1enge ofwelfare reform - moving'weI.fife recipients into pennanen~ 


. unsubsidized employment - ~ be greatest in large urban centers; especially those -with the 

, highest number ofadults in poverty. Recognizing ~his fact, the budget agr~ent provided 

that funds be allocated and targeted to areas with high poverty and unemployment_ While 


Ii 
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both the House and Sena~ bills ~clude fonnu1as to target funds to these areas to some 
degree, ofthe three provisions in conference, the Ways and Means provision ofthe House ~ill 
best accomplishes this goal through its division offunds between formula (SO percent) and : 
competitive (SO percent); its formula grant sub-State allocation factors and method of 
administration; and its reserving of65 percent ofCompetitive grants for cities with large 
poverty popUlations. We urge the Conferees to adopt the Ways and Means proposal. 

Weal Program Administration. The budget agreement provided not oo1y that 

weIfare-to-work funds be targeted to high·poveny 'and bigh unemployment areas. but that a': 

share oftheai go to cities and counties. We strongly believe that cities and othertocaJ. areas 

should manage a substantial amount ofallwelfare-to-workfunds. These entities can most: 

effectively move long-term welfure recipients into lasting unsubsidized employment that cuts 

or ends dependency. Recognizing this fact, the House provisions use existing structures to: 

help accomplish this goal. We urge the Conferees to adopt these provisions. 


, 

Federal Administering AgenCy. Both bills would require consistency with Federal' 
, 'JANF strategies and focus resources on achieving the goal ofmoving long·term welfare 
, recipients into lasting jobs. We agree ,with the need for consistencY and withthe goal. and we 
believe we, can most effectively achieve it ifwe closely align welfure-to-work activities with ": 
the workforce development system that the Secretary ofLabor oversees. Thus, we believe " 
the Secretary should administer this program in.consultation with the Secretaries ofHHS and 
HUD. as included in titl~s V and IX ofthe House b.ill. ' ' 

Performance Fund. We are pleased that the Senate recognized the vaIue of a 
performance bOnus Concept. .Th~ Senate performance approach, however, simply augments; 
the existmg T ANF performance fund in 2003, with no link to the performance that welfare-tO­
work funds achieve. We want to work. vvith the Conferees to develop an etrective mechanism 
to provide needed incentives and 'rewards for placing more ofthe hardest-to·seryein lasting: 
unsubsidized jobs that promote self-sufficiencY_ A possible approach could include requiring 
the Governors to u'se a share oftheir discretionary funds toreward high-achieving welfare-to·~ , 
~orkpro~s. ' 

Distribution ofFunds by Year. The House provides for a two-year program, with $1.:5 
billion in 1998 and in 1999~ The Senate bill provides for a three-year program. We want to ' 
,work with the Conferees to ensure that the final bill inc1udesan outlay pattern consistent witJ;1 
an estimate ofuro outlays in fisca12002.as the budget agreement calls for. Congress could' 
modifY the Senate proposal. for instance, by requiring that no resources are spent after fiscal , 

~ , . 
2001. 
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Minimum :wage'and W~rkfare 

WeappJaud the Senate for not modifYing current law with respect to applying the 

minimum wage and other worker protections for working welfare recipients under TANF. 


"The minimum wage and welfare workrequirernent proposals in the House-passed bill were; 
not part ofthe budget agreement and, had they come up in the negotiations. we would have' 
strongly opposed them. We believe strongly that everyone who can work must work, and " 
everyone who works should earn at least the minimum wage and receive the protections of 
existing employment Jaws - regardless ofwhether they are coming offwelfare. ' 

, .' , ­

As a resu1t, we continue to ha~e sen,ous conceri:ts that certain welfare recipients woUld ' 
, not enjoy the status of employees under the House bill and, thus, would not receive worker: ' 
protections. A1though the House bill moves toward ensuring that welfare recipients in work 
e-""-perlence and community service receive the minimum wage, it fails to provide an effective 
enforcement mechanism. AlSo, while the House bill contains some protections against, 
discrimiriation and threats to health and safety, we believe that its limited grievance 
procedw-es are inadequate to ensure welfare recipients receive the same protections as regular 
employees, and regular employees receive protection againSt displacement. In addition, the ' 
Administration strongly believes that we must retam the welfare law's strict emphasis on work 
and oppose provisions to permit States to,count additional time spent in activities such as job 

, search toward the work requirements. . ' ,- . " ­

. ' . 
We urge the 'Conferees to adopt the Senate position on the minimum wage, which· 


makes no changes to current law, and to extend the Senate provisions on grievance 

'procedures and worker protections to all ,-,:orking welfare recipients under TANF. 


Non.Displacement 

\Vhile we support the Senate provisions th?-t include worker displacement language , 

from H.R. 1385 (the House-passed job training refonn bill), we urge the Conferees to apply' 

these enhanced non-displacement protections to all welfare recipients moving from welfare to 

work, as the House does, not just to welfare-to-work funds. In addition, we urge the 

Conferees to accept the House provision that ensures that the Federal Government will not 

pre-empt State non-displacenient laws that ptovide greater worker protections than Federal 

law. 


Unemployment Insurance 

Weare pleased that the House and Senate have included the Unemployment Trust 
Fund ceiling adjustment and special distnbution ,to Ute States that were part ofthe budget 

, agreement. 
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The House bill also incJ~des the provision ofthe agreement that achieves $763 million 
in mandatory savings over five years by authorizing an .increase in discretionary spending for 
unemployment"insUrance "program integrity" activities of$89 million in 1998 and $461 ' 
million over five years. We urge the Conferees to adopt the House language. In addition, we 
are seeking budget process provisions to allow for discretionary funding for these activities I 
and the resulting savings, . 

. '.' .', . '. ~ 

. Repeal ofMaintenance of Effort Requirement on State Supplementation of SS! Benetits 

We are pleased that the Senate bill does not repeal the maintenance ofeffort 
requirement on State supplementation ofSSI benefits. We strongly oppose the House 
provision, which would let States significantly cut, or even eliminate. benefits to nearly 2.8 
million poor elderly, disabled~ and blind persons. Congress instituted the maintenanc:.e of 
effort requirement in the mid-1970s to prevent States from effectively transferring Federal 
benefit increases from SSI recipients to State treasuries, The House proposal also 'couId put 
at risk low·income eId~rly and disabled individuals who could lose SSI entirely and possibly 
then lose MediCaid coverage. We opposed this proposal dunng last year's welta.re reform " 
debate, and we urge the Conferees to follow the Sen3:te approach and not repeal the, State 
maintenance ofeffort requirement for State supplementation of SSI benefi"ts . 

.. Spectrum 

We suppO.rt a number of the spectrum-related'provisions in the Senate and House bills. 
We believe, however, that the Senate bill is more consistent with the goals and targets in the,. 
budget agreement, and we urge'the Conferees to use it as the basis 'for conferenCe . I 
negotiations. Specifically, the Senate bill provides for reimbursing Federal agencies for the , 
costs of relocating to new spectrum bands, so that the Federal CorrununicationsCorirmission~ 

. (FCC) can auction, for commercial use, ·.the spectrum that they are now using. This key 
provision is essential to prevent agencies from makingfuture multi-billion dollar requestS for. 
additionaldiscret.ionary funding. 

We have othersignific3.nt concerns with both bills .. FIrSt, they fall over $6 billion short 
of the savings targets ofthe budget agreement. They both fail toincIude two propOsals that 
the agreement specifies - the aucrion·of"va:nity~ toll-free telephone numbers (whiCh would 
raise $0.7, billion) and the spectrum fee (which would raise $2 billion). In addition, neither bill 

, contains a firm date for terminating analog broadcasting (as the budget agreement assumed), :. 
which reduced the CBO's scoring ofthe House bill by $2~9 billion, and ofthe. Senate bill by i 

$3.4 billion: Any delay in returning analog broadcast Spectrum will likely impede the rapid I 

build-out ofdigital technology~ delay job creation and consumer benefi~ and reducereven:u~ . 
from spectrum auctions. We urge the Conferees to conform the final bill to these provisions .' 
ofthe budget agreement. 
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We also request that the Conferees delete the House language that specifies spectrum 
bands and bandwidth for reallocation; repeals the FCC's fee retention authority; waives the!' 
duopoly/newspaper cross-ownership rules; and accelerates payments from the universal. : 
service fund. These provisions conflict with good telecommunications policy, and with sound 
and efficient' spectrum m3!lagement policy. We also urge the Conferees to amend the overly 
expansive definition of<Cpublic safety" ofthe biJJs; to delete mandated minimum bid . 
requirements; and to include provisions that would authorize the FCC (I) to revoke and 
reassign licenses when an entity declares bankruptcy, and (2) to use economic mechanis~ ! 
(such as user fees), other than auctions. We support Senate provisions requiring the FCC to 
explain its rationale if it cannot accommodate relocated users in commercial spectrum and to 
consult with the Secretary ofCommerce and the Attorney General on assigning new spectnim 
made available for public safety.. .' . , . I 

TANF Transfers to Title XX 

We oppose the House provision to allow States to divert T ANF funds away from 
welfare-to-work efforts to other Title XX soCial sei'v:ice activities. The Senate bill includes no 
such' provision. The budget agreement' did not. address makingcmnges in the Tjtl~ XX 
transfers provisions, and we.strong)y,urge the' Conferees to drop these provisions. 

Voc.ationalEduc.ationin TANF 

Weare concerned Vlith the House and Senate provisions on vocational education in . 
TANF. The House bill includes two sets ofprovisions - one from the Ways and Means 
Committee, the other from the Education and Workforce Corrunittee -- which narrow the baSe 
ofeligible recipients against which the cap on vocational education applies. Th~ Ways and : 
MeansCominitteeexcIuded'teen parents in school froin the.cap. and set the cap at 30 percent· 

. of the narrower base.' The Senate bill maintains the existing base, but removes teen parents 
who attend schoolfr()m the 20,percent cap on vocatioMl education. The budget agreement.·.. 
did not address changes in T ANF work requirements regarding vocational education and . 
educational services for teen parents. and we urge the Conferees to drop these provisions. 

State SS! Administration Fees 
.\

'. , , . .' 

The House bill includes a provision, consistent with the budget agreement, to raise the 
fees that the Federal Government charges States for administering their State supplemental ; 
SSI payments and to make the increase available, subject to appropriations, for SSA 
administrative expenses. This proposal would coUectabout $380 million over five years, to be 
spent upon receipt for this purpose. The Senate bill doesn<>t reflect this provision ofthe 
. budget agr~ent, and evidently assumes that the Appropriations Committee -win implement. 

16 , . 
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the proposal. ' The agreement, however, anticipated revenue from this proposal over the full~ 
five years and, as part of the reconciliation bill, Congress should raise the fees and make the) 
increased revenue available, subject to appropriations. Consequerit1y, we urge the Conferees 
to adopt the House provision. ' 

Housing 

. . . , 

We are pleased that the House and Senate bills include provisions to produce savings 
by reforming the FHA Assignment program and making appropriate reductions tq Section ~ 
annual adjustment factors. We are concerned, hQwever, about two additiorial provisions of, 
the Senate bill. ' , 

The Senate bill viould not transfonn FHA multifamily housingrestrud:uring in the 
most efficient, effective fashiop. 'By ruling out the possibility ofportable tenant-based, , 
assistance, the bill would limit tenants' ability to find the best available housing arid prevent 
projects from developing a more diverse ~ ofincome levels. By e~lishing a preference; 
for delegating restructuring tasks tO,housing finance agencies" the ~il1 places an unnecessary: 
constraint on HUD'sability to design the most effective partnerships. Finally, since Congress 
did not address tax issues explicitly. the Senate bill does not resolve impediments that could: ' 
discourage O'Wners from participating in a restructuring process. 

We oppose the inclusion, in the reconciliation bill, of Section 2203 ofthe Senate bill, 
which repeals Federal preferences for low-income or disadvantaged iridividuills fortheSecti'on 
8 tenant-based and projeci-based programs. We have supported such repeals only ifthey :: 
come \\lith income targeting that Yiould replace the Federal preferences. That targeting wo~ld 
ensure: (1) that the tenant-based program continues to mostly serve extremely low P,tcome . 
families. \\lith incomes below 30 percent ofthe area median income, and (2) that all : 
development~ in the project.based program are accesSlbl~ to a reasonable number of , 
ex1:remely low~income families. We are working With Congress on, this issue in the broader; , 
context ofseparate public housing reform legislation.' , " ' " ~ 

Privatization of Welfare Programs 
. . . . . . 

The House bill would allow for privatizing eligibilitY and enrollment determination I 

functions in MediCaid and Food ,Stamps. While certain program functions. such as computer 
systems, can now be contracted out to private entities, the certification ofeligibility for· 
benefits and related operations (such 'as obtaining an4 verifYing infonnation about income and 
other eligibility factors) should remairi public functions. Thus, we strongly oppose the House 
provision, and we urge the Conferees to drop it. " 

17 
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Student Loans 

.We are pleased that both bills bill include Sl.8 billion in outlay savUig5, including $1'; 
billion in.Fe4eraJ reserves recalled from guaranty agencies, S160 million from an end to the fee 
paid to iristitutions in the Direct Loan program,. and S603 million in reduced Federal student 
loan administrative costs. All oft'hese provisions are consistent v.ith the budget agreement,' 
and the savings ar~ achieved without. raising costs on: or reducing benefits to, students and " 
their faniliies. 

, Bu~ we oppose a provision in both bills. unrelated to the budget agreement, requiring 
administrative cost allowances (ACAs) to guaranty agencies in the Federal Fainily Education 
Loan (FFEL) program at a rate of .85% ofnew loan volume - paid from mandatory funding 
authorized under Section 458· ofthe Higher Education Act of 1965 (REA) fro~ 1998 to ' 
2000. This provision would create.a new Federal entitlement, and it would inappropriately: 
limit the funds av8.ilable to the Secretary to effectively manage the FFEL Program. ' Any . 
allowance to these agencies should bear'some relationship to the costs these agencies incur, \ 
and should not be based on an arbitrary fonnu]a. This is an issue m~re.appropriately left for 
the Higher Education.Act (REA) reauthorization. . . ~ 

We strongly prefer the House language for cutting student loan administrative costs. 
It specifies that the Educa1ion Department may use ·administrative funds authorized under . 
section 458 of the REA to operate the FFEL program and the D~ ,Loan program. Under, 
the Senate Janguage, the Secretary would lack adequate funds to administer the FFEL 

. program effectively. . . 

We also oppose a Houseprovisi6ri thatw~uld stipul3.te that an 18.5 percent gua.rant:Y 
agency retention allowance on default cqllections that result froJ:l'!. defaulted loans reentering:. 
repayment through loan conSolidation. This piovision, now specmed in regulation and letters 
as "up to" 18.5 percent, would codifY t!Usshare at 18.5 percent v.ithout regard to the actual !. 

expenses that the guaranty agencies incur. This issue alsO should be resolved in the upcoming 
REA reauthorization. . . 

Slnith.Hughes 

We are pleased that the House bill would repeal the Smith-Hughes Act of1917 and is 
consistent "",ith the budget agreement, The Senate bill does not include such a provisio~ . 
although it finds the agreed-upon $29 million savings from the student loan programs. In light 
ofthe $1.2 billion annual appropriation under the Carl D. Perkins Vocational and Applied 
Technology Education Act,. we see no justification for S7 million in mandatory spending a 
year under Smith-Hughes. We urge the ConfereeS to adopt theRouse provision. . 

18 
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Bud;et Process 

On budget process, the House and Senate bills generally follow the budget 'agreement., 
We appreciate the provisions to extend the disCretionary caps to 2002 at the levels in the ': . ,~., 

agreement., to create a firewall between defense and non-defense spending for 1998-99. to 

provide an adjustment for international arrears and for an IMF quota ,increase and the NeW 

Arrangements to Borrow. and to otherwise extend and update th~ Budget Enforcement Act 

along the lines ofthe budget agreement. ' " 


, ,In some respects, however, the House or Senate bills are not fully consistent with the 
, , budget agreement.' F6r instance, both bills provide that only net deficit increases in the prior 

year; rather than both increases and decreases. would count under the paygo "lookback" ' , 
pro~ure. "In addition, the House bill is inconsistent with the agreement (and With'the Senate 
biU) with reg,ard to "paygo" requ~rements. ..,' 

In other respects, the bills include provisions about which we have serious'concerns. 

For instan<A; the House bill does not provide for the transportation reserve funds that the ; 

budget resolution established for highway; Amtrak and transit. Also. one or both ofthe, ~ 

House and SenatebiJJs do not include seyeraJ techrucalchanges to fully' e:>..1:end the Budget " 

Enforcement Act., these changes include a budget authority allowance for technical ,: ' 

estimating differenceibetween CBO and OM.s. as current law provides; a reserve fund for , 

unemployment integrity to carTy out the mandatory sa~gs ofthe agreement; and a technic3.I 

change to the existing Continuing Disability Reviews (CDR), adjustmentto account for the ; 

conversion ofobligation lirrutations to budget authority. In addition, the House bill would " 

require a,cu.mbersome notification procedure for the detailed scoring ofeach paygo or· . 

~~~lli " 


" 
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TO: Gerry Shea 
Fax 637-5138 

FR: Diana Fortuna 

Elena Kagan asked me to fax you the latest version on Texas. The attached is the latest version I 
.~ . . . . 

can find that deals directly with Texas; it is from Sunday night. But later versions don't appear to 
. include any change inlaw at all on the Texas issue. Hope this makes sense. I am a(456-5570 if. 
you want to call. 

d' 

\ . 
. .'.' 
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1 Subtitle H-Miscellaneous 
2 SEC. 5001. AUTHORITY OF STATES TO CONSOLIDATE AND' 

3 AUTOMATE THE ADMINISTRATION OF CER­

4 TAINASSISTANCE PROGRAMS, AND TO CON­
, , 

5 TRACT COMPETITIVELY' FOR THE ADMINIS­

, , 

6 TRA'rION OF SUCH PROGRAMS TO REDUCE 

7 FEDERAL AND STATE PROGRAM COSTS. 

8 (a) IN GENERAL.-Notwitbstanding any other provi­

9 sion of law, a _____----'" may administer or, provide 

10 for the administration, of l' or, more programs described 

11 in subsection (d) in accordance with a qualified plan ap7' 

12 proved as, provided 'in subsection (c)(2), and any eligibility 

, 13 determination ~ade 'by a:nongovernmental entity 'or ,em­ , ) 

14 ployee in accordance with such' a qualified plan shall be 

, ,15 considered to be ,made by the State and a State agency. 

16 No provison of law shall be conStrued as preventing the 

17 State from allowing eligibility determinations described in 

18 this i)ec~onto. be conducted, using Federal funding and 

19 porcesses established by the State, by an entity which 

20 meets such 'qualifications as the State determines and is 

21 not a state ,or local goveInment,or by an indiVidu31 who 

22 is 'not' ,~:, e~ploy~e 'oftlle'~~~:"go~e~ent'or of' lo~ , 
, , 

23 government in the State. 

,24 (b) PLAN DEFINED.-As used in sub- 'r'~,"QUALIFIED .. 
~'-'M 

25 section (a), the term "qualified pian" means a plan which 

July 27, 1997 (7:50 p,m,) 
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1 covers 1 or more programs described in subsecti~n (d) and 

. ;

2 which­
, ' 

3 (1) provides for' increased automation of the 


, 4 processing of eligibility ,determinations', under 'the 

, 	 , 

5 program to promote efficiency and allow a reduction 


6 of the total number of persons assigned to perform 


7 ' 'the determinations; 


8 (2)' provides for integration of eligibility deter­

9 minations under the programs covered by the plan, 


10 	 including the consolidation of State agencjes to allow 
, ' 

11 	 for a further, reduction, of the total number of per­

sons aSsigned to perform the determinations; 
 ,I 

, 13 (3) provides for competitive bidding for the 

'14 right to collect and process data used to makeeligi­

15 bility determinations under the programs covered by , 

16 the plan, under Sta~ regulatio~ to ensure that the 

17 ' State relies on the ,most efficient and innovative pro­
.­

18 vider of such services and minimize State, and Fed­

19 era} costs; 


20 (4) provides assurances that the plan does not 


21 affect-. 


22 ' (A) any condition for ~~ligibility for benefits r' . 


23 under a program ~overed by the plan; 


1, 

July 27. 1997 (7:50 p.m.). 
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1 (B) any right to chaJlenge any determina­

2 tion regarding' eligibility for,' or. any right to, 

benefits under any such program; 3 

(e)· any . determination regarding quality 

control .or error rate~ under any such program; . 

6 or 

7 (D) . any safeguard of the· privacy, confiden­

8 tiality, or protection of any individual· eligible 

9 for, or receivitlg any benefit under any such 

program; and 

4 

'I. 

11(5) applies to not more than 50 percent of the 

12 recipients of benefitS under· any program' described 

13 in subsection (d). 

14 (c) ADMINISTRATIVE PRoVISIONS.­

(1) .SUBMISSION OF PLANS..-A. State desiring 

16 to administer or provide for the administration of 1 

.17 	 or more programs. described in subsection (d) inac­

18 cordance with a qualifi~dplan may submit a plan for 
. . . 	 . '. 

19 such administration to the appropriate Federal offi­

, cial. with respect to any program. covered by the 

21 . plan. Notwithstanding any other provision of law,re­

. 22 view of a plan under this section by'the 'alrpt:opriate . 
\ 

23 '. Federal official as defined in subsection (e) to whom 

24 . the plan is' submitted is the sole requirement: nec­

essary prior to implementation by the State. 

JUly 27.1997 (7:50 p.m.) 
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1 (2) APPROVAL OF PLANS.­

, 2 (A) IN GENERAL.-The appropriate Fed­

3 ' eral '?fficial to whom a plan is submitted pursu­
, , ,i 

ant 'to· paragraph (1) ,shlillapprove the plan if 

the appropriate Federal official determines that', 

6 the plan' contains .all.of the elements' specified 

7, ' in subseCtion (b), and shall disapprove the plan ' 

4 

. . . . 
8 if the appropriate Federal official de~es 

9 that the plan does not contain all of the ele~.' 
, ! 

ments ,~pecified in subsection (b). In order to 


·11 di~pprove the plan, the appropriate Fed~ral'of­


12 ficial, shall inform the State in writing, witb.i.:ll 


13 10' da~ afte~ receipt .of the plan, .of the sp~ifie' 


14 elements .of the plan that are n.ot present 'as re­


q~ed f.or the plan to ,be approved. 


16 , (B) DEFAULT APPROVAL.-.If, by the end, 


17 of the 10-day peri.od that begins with the date. 

, f 

18 a plan is submitted pursliantto paragraph (1) . 


19 to 8.n, appropriate Federal .official, the appro~ , 


priate' Federal .official has 'n.ot disapproved the , 


, ' 

'21 " plan, the plan isdee~edto,be appr.ov.ed. 
! 

, 

22 (C), CoNSULTATIONS.-,ill ", determining 
. \ 

, 23 whether to appr.ove '.a plan that covers, m.ore ' 
. . . " . 

24 than 1 program described in subsection (d), the 
. ' , , .. 

appropriate Federal'.official,t.o whom the plan is 

. ];. 

JUly 27. 1997 (7:50 p,m.) 
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I submitted shall consult with the appropriate 


2 'Federal official or officials with respect to' the 


3 other ,program or programs covered by the 'plan. 


4 (d) PROGRAMS, DESCRIBED.-' The· programs de-

I, ". 

, , ,', 
5 scribed in this subsection are the following:' , 

.6" (1) The special supplemental nutrition program 

7 , (or women, infants, and children (WIC) established 

8 under section 17 of the Child Nutrition Act of 1966 

9 (42'U.S.C. 1786).' 

10 (2) The food stamp pro'gram UIider the Food 

J 1 Stamp Actof 1977. 
. ,,~. 

12 ' .. (3),: A medical ,assistance program operated 

13linder: a State plan approved under title XIX of the , 

14 ' ' Social Security Act. 
" 

15 '(e) APPROPRlATE FEDERAL OFFICIAL.-·As used in 


16' tbissectio~ the term "appropriate Federal official" 


17 means- ", 


18 ,(1), in the case or the' programs described in 


19 . pa.ragTaph& (1) and (2), of subsectioI;1,,(d), the Sec~ 

20 retar.;Tof, Agriculture; and 
. . . , '. 

21 (2) ill .the case of the prograIDdeseri~edin sub- ' 


22 'section (d)(3), the Secretary"~fHeal~':~d:Human' 

23 Services. 


24 (f) PAYMENTS TO STATES.-' 


" I 

July 27, 1997 (7:50 p,m,) 
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(1) IN GENERAL.-'Within 60 days after the 

date a State plan submitted pursuant to subsection 

(e)(l) is approved,' the appropdate Federal official 

to whom the plan was submitted shall pay the State 

$__---.,.--,--_ from sums in the Treasmy of, the 

United States not otherwise appropriated,' which 

amount be used' only to cover the costs of conducting 

competitive bidding in accordance with the plan and 

to cover the, other initial' costs incurred in developing" 

the plan. 

(2) LIMITATION.-A State may not, recelve 

more than 1 payment under paragraph (1). 

\ . 

•' July 27. 1997 (7:50 p.m.) 



Welfare Reform Conference Issues 
7/21/97 

Benefits for Legal Immigrants: The President has stated that he will not sign legislation that does not \ 
provide di,sability and health benefits to legal immigrants who are or become disabled. Ifresources are 
available, we strongly urge the conferees to adopt all the Senate provisions regarding legal immigrants. 

Administering Agency for $3 Billion Welfare to Work Program: We insist that the $3 billion welfare to 
work program be administered by the Department ofLabor and operated through DOL's local Private 
Industry Councils (PICs), as done in the House bill. 

Minimum Wage, Worker Protections, and Required Hours per Week ofWork for Workfare. We insist on 
dropping all language in House bills which dilutes current law minimum wage enforcement, worker 
protections, and welfare reform work requirements. 

Privatization ofMedicaid and Food Stamp Operations. We insist that the conferees drop the House 
provisiQns allowing states to privatize all Medicaid and Food Stamp operations. 

SST State Supplements: We strongly oppose the House provision, which would repeal the current law 
maintenance ofeffort requirement.s which prevent States from lowering or eliminating State supplemental . 
SSI payments. 

Worker Displacement. We strongly urge the conferees to adopt the Senate anti-worker displacement 
language and apply it to the entire Temporary. Assistance for Needy Families welfare reform program. 

$3 Billion Welfareto Work Program: Distribution ofFunds. We strongly prefer the distribution offunds 
as reported out by the House Ways and Means committee: 50% offunds by formula, 50% by competitive 
grants; no small state minimum for formula grants; 65% ofcompetitive funds set-aside for 100 cities with 
the largest poverty populations. 

, ., . 

Welfare to Work Performance Bonus: We strongly prefer an alternative which improves upon the Senate 
performance bonus in which Governors would use a share of their discretionary funds and the Secretary of. 
Labor would use a share ofcompetitive.funds to reward high-achieving welfare-to-work programs. 

$3 BiHion Welfare to Work Program: Community Service as Allowable Use. We prefer the language 
passed by the House and Senate which allows funds from the $3 billion program to be used for ')ob 
creation through public or private subsidies" but not language which may be added in conference allowing 
"community service/work experience." 

Food Stamp Work Slots: The Administration endorses the Senate reimbursement structure and the House 
provisions for maintenence ofeffort in order. to ensure that the maximum number ofwork slots are created. 

Vocational Education:. We urge conferees to drop all provisions changing how vocational education is 
counted toward the work requirements. 

TANFTransfers to Title XX: We urge conferees to drop the House provisions. 

Medicaid Benefits for Children Losing SST Benefits: The Agreement calls for restoration of these benefits, 
and we urge the conferees to adopt the Administration's budget proposal which does so~ 



Cynthia A. Rice 07/24/9712:31:11 PM 

Record Type: Record 

To: Bruce N. Reed/OPD/EOP 

cc: See the distribution list at the bottom of this message 
Subject: Ron Haskins has asked us for technical comments 

I spoke to Ron Haskins. He would like the Administration .to provide any suggested changes on issues 
we can revise 01) a staff basis; either technical changes or small substantive ones. He explictly 
men!ioned the performance bonus as an area in which he would consider sori1echanges. 

. . . 
Ron will can me in about two hours when he has a new version of legislative language for us to review. 
will ask him to put 3 copies out -- one for White House, one forHHS, and one for Labor. I will get the 
WhiteHouse copy picked up and I will get a copy made for OMB· and NEG (I'll email you when it's 
m~. . 

Please review the language and be prepared to discuss suggested changes on an internal 
conference call tomorrow, Friday July 25th, from 12:30 to 1 :45. Executive Office of the President 
staff call 456-6755 code 3019. Agency staff can 456-6766 code 3019. Please gather together on 
speaker phones (only 7 lines available per number). On the conference call, we will decide what issues 
to raise with the Hill and how we want to do so (by memo, in a meeting, etc.). . . . ,. 

Bruce, Elena, Martha, Janet, and Barbara -- you are welcome. to join us o'n this call, ·but I don'tthink you . 
need to. I will update you afterwards. . . '. 

Message Copied To: 

Elena Kagan/OPD/EOP 
Diana Fortuna/OPD/EOP 
Janet MurguialWHO/EOP 
Barbara Chow/WHO/EOP 
FOLEY_M @A1 @CD @ LNGTWY 
Kenneth S. ApfeVOM B/EOP 
Barry White/OMB/EOP 

. Larry R. Matlack/OMB/EOP 
Keith J. Fontenot/OMB/EOP 
Emil E. Parker/OPD/EOP 
Mary Bourdette @ 690-8425 @ fax 
Geri Palast @ 219-5288 @ fax 
Raymond Uhalde @ 219-6827 @ fax 
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Dear 1-: 

I am' hopeful· that we can continue to work' together to complete 
a spending reduction bill and tax cut pla,.n that produce the first 
balanCed budget in a generation and'a mainstreal!l, bipartisan' tax 
bill that honors our values. and.values· our families. T'know: that 
you are in' conversations .. with key. members of my Administration, 
and I .wantto' highlight" the fundamental principles that'must be 
met in any tax cut package that I si~ninto law ... 

First of. ail, the tax cuts must be .f~ir~ . Neither the. HOUse nor 
Senate bill provides an adequateishar~ of· tax relief to middle­
income families. Under my tax cut plan, the bulk of' the' middle 
class would receive twice as lqrge a.share of the benefits as 
under either ~ortgressional bill,. Both congressiorial plans fail 

( a·criticaltest of fai'rness byd.enying the child tax credit to 
millions ·of.hard-workirig families who pay taxes and earn less. 
than $30,000 a year. These aie young tea~hers, police officers, 
farmers,' andp,urses who work hard and play by the rulesi these 

.young parents, like· other Americans" deserve to keep. more of. . 
the money they earn. . ~" 

The tax ,cuts must:. also reflect our commitment to making college 
more readily available to miliions of, Americans. The.. budget 
agre,ement w~ reached, this spring i;equ'ired that the tax bill . 
include roughly $35 billion over 5 ,years for post-secondary 
education.consistent.with. tlle objectives of my Hope'Scholarship 
and tuitiori. tax cut };)roposals.Both the House and Senate bills 
fall substantially short in .this regard. 

Building on the substantial progress of the 1993' plan and 
our· hipartisancommitment to finish the job, .we must now work. 
together to implement the balanced. budget agreement iri a way 

. that puts.theNation on the path oflong:-term fiscal responsi-' 
bility; That is why it is. so important that we all honor the 
provision in the Speaker~s and Senate Majority·' Leader's letter 
stating that t~e.tax"cut proposal II not: C<;luse costs to explode. 
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in the outyears II and d~vert uS,from this path. Provisions, 
,in the, House and Se'mite'bi;Lls, such as capital gains index'ing,. 
substantial estate ·tax changes, and unconstrained IRAs, would 
explode in cost, benefitting the few at the very time that' 
we will ,need to strengthen Social Security and Medicar~ for 
all. While we strongly favor ,reasonable expansion of IRAs 
for retirement and education savings, the IRAs in the House 
and Senate bills are ,simply' too ebcpens:lve in, the decades to 
come, because they lack effective: t'argeting. 

Critical initiatives to spur economic activity in distressed 

areas must be in the final tax bilL The tax bill should 


,include incentives to clean up brb~nfieldsin,distressed 
communities, to expand Empowerment:Zones and, Enterprise' 
Communities, to encourage private investments iii Community 
Development Financial Institutions; to move' people from 
welfare-to-work through a tax credit, and to revitalize 
our Nation's capital. And I trust that we can .all work 
in good faith to 'resolve iit:tportant differences on othe:r 
provisions in the tax bill not discussed here. 

I urge that we continue to work together ,to meet' these 

principles to produce fair, fiscally responsible tax 

relief ·that is consistentwith"c;:>ur Values. 


Sincerely, 

BC/PMCa~lan/lynn " (7PGRP) 

Xeroxed copy of signed original to NH thru Todd Stern 

CLEAR.THRU TODD STERN 

PRESIDENT TO SIGN 

. .' 
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Priority Welfare Reform Conference Issues 
7/9/97 

".' Administering Agency for $3 Billion Welfare to Work Program: We insist that the $3 billion 
. weifare to work program be administered by the Department ofLabor and operated through 

'. DOL's local Private Industry Councils (PICs), as done in the House bilI. 

.: Minimum Wage. Worker Protections. and ReQUired Hours per Week ofWork for Workfare. We 
'. . '. insist on dropping all language in House bills which dilutes current law minimum wage
! ,:' 
· : '. . '. enforcement, worker protections, and welfare reform work requirements. 

, Worker Displacement. We strongly urge the conferees to adopt the Senate anti-worker 
:.',; '. displacement language and apply it,to the entire Temporary Assistance for Needy Families welfare 
'., reform program. 

, .. Privatization ofMedicaid and Food Stamp Operations. We insist that the conferees drop the 
r,',. 

, '. .. 
\ :: House provisions allowing states to privatize all Medicaid and Food Stamp operations. 

I.· .',., 
$3 Billjon Welfare to Work Program: Community Service as Allowable Use. We prefer the 
language passed by the House and' Senate which allows funds from the $3 billion program to be 

:. used for ''job creation through public or private subsidies'; but not language GOP may add in 
. conference allowing "community service/work experience." 

. $3 Billion Welfare to Work Program: Distribution ofFunds. We strongly prefer the distribution 
'offijnds as reported out by the House Ways and 'Means committee: 50% offunds by formula,

\, " 

• ,<' . 50% by competitive grants; no small state minimum for formula grants; 65% ofcompetitive funds 
set-aside for 100 cities with the largest poverty populations . 

. ' ExemptjngYictims ofDornestic Violence from Work Rates and Time Limits. We have not taken 
a pdsition 'on the provision eriileted by the Senate\vhlch all6ws.states to exempt victims of 

, :' domestic vio~c~m the welf~'l~~~s.work requiremen:S~~~~.~t~.:~~~s~.~ut we are 
concemed about the effects of the proV1s10n. ., ~"." .. "", .. ',:" ,~-.' .......... - , :,-"_. - .. 
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Comparison of Priority Welfare Reform Conference Issues 
7/9197 Internal Draft 

" 

Our Position House Ways and 
Means 

House Ed & 
Workforce 

Senate Finance 

Administering 
Federal Agency 

Dept. of Labor Dept of Labor Dept of Labor Dept of Health and 
Human Services 

Administering 
Local Agency 
(formula funds) 

Private Indusby 
Councils (PICs) 

Private Indusby 
Councils (PICs) 

Private Indusby 
Councils (PICs) 

Local Welfare Agency 
(TANF) 

Minimum Wage, Option # 1: Stike all No Enforcement No Enforcement No provision . 
Worker House provisions; Mechanism for .Mechanism for (Byrdable) 

Protections, and Option #2: Strike all Minimum Wage; Minimum Wage; 

Required Hours 
per Week ofWork 
for Workfare 
Participants 

House provisions, 
don't apply EITC or 
FICA to workfare 
participants; 
Other Options: 
Prepared if needed. 

No "employee status" 
and related 
protections; 
'Allows less than 20 
hours ofreal work in 
certain states. 

No "employee status" 
and related 
protections; . 
Allows less than 20 
hours ofreal work in 
certain states. 

Worker 
Displacement 

Option # 1 :Senate 
Language applied to 
all of TANF program; 
Other Options: Being 
developed. 

Strong Anti-
Displacement 
Languagel Applies to 
all ofTANF. 
(However, GOP House 
staffplan to weaken.) 

Strong Anti-
Displacement 
Languagel Applies to 
allofTANF. 
(However, GOP House 
staff·plan to weaken.) 

. 
Strong anti-
Displacement 
Languagel Applies 
only to $3 Billion 
Program. 

Welfare Strike House Provision [House Commerce and Agriculture· Committee No Provision (Texas 
Privatization bills allow all Food Stamp and Medicaid 

operations, including eligibility determination, 
to be privatized.] 

Specific Provision 
Struck due to Byrd 
Rule) 

Program may not replace a worker who has been fired or laid off; cause the hours, wages~ or benefits of other workers to' be 
reduced; yiolate collective bargaining agreements;or infringe upon promotional opportunities of other workers. Specific 
due process procedures and remedies apply. 

I 
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Our Position House Ways and House Ed &' Senate Finance 
Means Workforce 

'''Community , Option #1: Do neit Allows "Job Creation Allows "Job Creation Allows "Job Creation 
ServiceIWork allow community through Public or through Public or through Public or 

Experience" i.e. service/work Private Subsidies" but Private Subsidies" but Private Subsidies" 

Workfare as 
Allowable Use for 
$3 Billion 

experience as 
allowable use. 
Option #2: If 
community , 

GOP staffwant to add 
"Community 
Service/Work 
Experience.., 

GOP staffwant to add 
"Community 
ServiceIWork 
Experience.", 

service/work 
experience allowed, 
add limiting language .' 

ensuring goal is 
private sector job. 

Welfare to Work: 50% formula, 50% ,formula, 95% formula, 75% formula, ' 
Distribution of 50% competitive; 50% competitive; 5% competitive; 25% competitive; 

Funds Formula grants Formula grants ' Formula grants Formula grants 
have no small state have no small state have no small state have small state 
minimum. minimum. minimum. minimum. 
Competitive grant set- Competitive grants Competitive grants Competitive grants 
aside for 100 cities have 65% set-aside for have no set-asides have 30% rural set 
with largest poverty grants for spending in (competitive grants are aside. 
populations if 
significant percentage 

cities that are among 
the 100 with the 

only 5% oftotal WTW 
funds). 

. 
of all funds are largest poverty 
competitive. populations, 25% set-

aside for rural areas. 

Domestic Violence No provision. No provision. States shall be allowed 
to exempt victims of 
domestic violence 
from work rates and 
time limits and not 
count them in 20% 
time limit exemptions 
or work participation 
rate. 


