1

Medicaid Spending under the Commerce Plan: 1997 - 2002

$900

$800

$700

$600

$500

$400

Dollars in Billions

$300

$200

Effect of the State Matching Rate Reduction

Federal Reduction from Baseline:
$72 billion (9%)

$551

State Reduction:

$55 billion (9%) $423

State Reduction:
$183 billion (30%)

Current State Match Proposed State Match

lo rounding. Source: Center on Budget and Policy Priorities

r Federal’

i Assumes that the minimum Federal match is raised from 50% to 60%. Assumes that states spend enough to draw down their full Federal allotment. Numbers may not sum to totals due




|
|
|

Dollars in Billions

Medicaid Spending undei' the Commerce Plan: 1997 - 2002
Effect of the State Matching Rate Reduction

'$800

$700

$600

$500

$400

$300

$200

$551

State Reduction.:
$55 billion (9%)

Current State Match

$423

State Reduction:
i1$183 billion (30%)

Proposed State Match

I - 1
Federal {

[OState |

1 Assumes that the minimum Federal match is raised from 50% to 60%. Assumes that states spend enough to draw down their full Federal allotment. Numbers may not sum to totals due
i to rounding. Source: Center on Budget and Policy Priorities

J .



P

Medicaid Spending under the Commerce Plan: 1997 - 2002
Effect of the State Matching Rate Reduction

$803
$800 +
$700 +
$600 $551
[7)]
c
g $500 |- State
o) Reduction: $423
= $55 billion PE———
1 '@ Federal
g $400 (9%) State [ IJ
= Reduction: |_Q§Ee__ '
Q $300 -+ $183 billion
(30%)
$200 -
$100 |
$' J t : J
Baseline Current State Match Proposed State Match

Assumes that the minimum Federal match is raised from 50% to 60%. Assumes that states spend enough to draw down their full Federal allotment. Numbers may not sum to totals due
. to rounding. Source: Center on Budget and Policy Priorities




Medicaid Spending under the Commerce Plan: 1997 - 2002
Effect of the State Matching Rate Reduction

$1,600

| State Reduction from
i Baseline:
$1,400 + $55 billion (9%) State Reduction from
| Baseline:
i $1.200 $183 billion (30%)
|
. -
| £ $1,000 + $551
8 | $423
l 2 $800

: <4
- _ O State
S Federal Reduction from & Federal
| a $600 ¢ Baseline: " o e
; $72 billion (9%) 7
| $400 |
| I"
| %200 ¢ - :
: $- - : s
: Current State Match Proposed State Match

f Assumes that the minimum Federal match is raised from 50% to 60%. Assumes that states spend enough to draw down their full Federal allotment. Numbers may not sum to totals due
l to rounding. Source: Center on Budget and Policy Priorities




Medicaid Spending Reductions in the Commerce Plan: 1997 - 2002

| $250
i
| $200
| N

=

i)
& $150
=

4

K

3 $100
$50
s

Effect of the State Matching Rate Reduction

$55

Current State Match

to rounding. Source: Center on Budget and Policy Priorities

$183

Proposed State Match

(] State
Egderal

Assumes that the minimum Federal match is raised from 50% to 60%. Assumes that states spend enough to draw down their full Federal allotment. Numbers may not sum to totals due




Rev Medicaid Aliocations, 7 Yr Funding $797 B. Const'd Program Need, Relative Ceilings (133/150),Floors (3.5, 3, 2.5, 2.28, 2)

Base “Bave % Base * Base % ~ Base % " Base % Base T % Baw:
Allntment Atlotment Differ- Allotment Diffe: - Aliotment Differ- Atiotment Differ- Allotment Differ- Allotment Differ- Alfotme. .
] State 1 ry 1994 B Fy 1997 Ence FY 1998 Ence FY 1899 Ence FY 2000 Ence FY 2001 Ence FY 2002 Ence FY 1986 . 1}
abara TTIBT7653307 |7 184330806 | 900 1760207 636 | 6 41 Ta72582321 ] 841 T2030.8 'R §} 2120802776 641 | 2258335573 | 541 31700
Alssks 204933213 212105 87% 350 2256082 871 6 41 240150 217 6 41 2555336866 | 6 41 271 907 543 B 41 28913190870 | 641 169G aF
Anzona 1.385 781247 1510501813 | 920 1607260738 | 641 1710218021 | 6 41 1.819.770502 | 6 41 1936340852 | 641 2.080.378,008 | 6.41 12030 . .,
Arkansas 1011457313 1102 489 147 | 920 1173111307 | 641 1248258717 | 841 1328210189 | 0 41 1413301737 | 641 1503834409 | 641 8780
Caidoina 8 Y4/ 81un a8t 9 752 053 92) 2 20 10 458 595 211 722 11 212 038,385 722 12022054 728 722 12 890,593.191 722 13,821,879 508 722
Colorado 757 492 R79 A25667020 | 900 874770389 | 595 930006090 | 641 990431304 | 641 1653076875 | 633 1.105046.070 | 494
Connactcul 1483011835 1514217 042 350 1559 643 553 300 1,508 634 642 280 1,634 803 921 225 1687206000 200 1,700.841 920 200
Delavware 212327763 218.758 235 3%0 23383 .48 64 248815483 | 641 264,754,020 641 281,713620 | E 41 209.756,42% 6 41
Distrct of Culkumbia 501.412091 518.961 514 3no 534.530.380 3.00 $47.893.619 2 50 $60.221.226 225 571.425.650 2.00 582.854,162 200
Fionda 3715624180 4050030357 | 920 4342626524 | 722 4656361427 722 49892762241 | 722 5353466475 | 722 5740220840 | 722
Georgia 2.426.320.602 2 644 689 456 830 2799631825 586 2 978969556 | 641 3.169,795.228 8 41 3370287308 | 633 3.538.6816.753 494
Havra 323124375 334433728 | 350 344465740 | 300 353078.408 | 250 3610226873 | 225 36¢.243.128 | 200 375607889 | 200
idaho 278 329 6886 303.379.387 920 325297128 722 348,798 358 722 373037 444 722 401,017 048 722 429 988 696 722
finors 3467274342 3179329032 | v20 3842973980 | 433 4.180,805.351 | 6.03 4434419517 | 607 46826420882 | 433 4850124277 | 484
Indiang 1952 467.267 2.128.189.321 1 900 2220328019 | 433 2318480037 | 432 2416784249 | 433 2521431007 { 433 2630608589 [ 433
[ 835215895 910407 125 920 949827754 | 433 930955295 | 433 1033883680 [ 433 1078629958 | 433 1125334633 | 433
Kansas 713,700 869 177933947 | 900 8116818487 | 433 846,781 567 | 433 883428343 | 433 9216878704 | 433 961587392 | 433
Kentucky 1577 826 832 1719833 427 920 1830001 348 8 M 1947 22/ 394 8 41 2071962129 | 6.41 2204887073 6 41 2,345 914,059 B 4t
Louisana 2.622.000.000 2622000000 [ 000 2.622000,000 | 000 2622,000000 | 00O 2,622,000,000 | 000 2,780,959.056 | G 41 2968677167 | 641
| Maine 694,220.790 718.518.518 | 350 740074.073 | 3.00 758.575.925 | 2.50 775.643.883 | 2.25 791,156 761 | 2.00 806.979.896 | 2.00
Waryland 1356600047 | 1476674058 | 787 1540822705 | 433 1607540328 | 433 16711466824 433 1746767261 | 433 1825532205 423
Massschuset's 2.870.346 887 2970808002 | 350 3059933272 | 300 3.136.431.604 | 2.50 3.207.001.315 | 2.25 3271.141.341 { 200 3.336,564.168 | 700
Michigan 3.485 182 B86 3777048346 | 920 3940505583 | 433 4123311 | 433 4269230343 | 433 4474883407 | 433 4,688.729322 | 433
Minnasota 1.793 776.356 |.856.558 528 350 1.812255 284 300 1.960.081.666 | 2.5D 2.004,183.0584 225 2044245315 | 200 2,085 121 241 200
Mississippt 1,261,781.330 1375341650 | 820 1.474703.793 | 722 1581.244.396 | 722 1605482071 | 722 1817972895 | 722 19492313121 | 7.22
(W s3ourn 7545248 515 2OTSB8T 350 | ©. T ZI0ZEB0 38T | 43| 208008853 | 504 2324y | a7 231887 | 433 SEAIEAN I | 489
Montana 312212472 340311 595 920 358985 129 490 376.852.743 8 41 404,185,202 841 429,750.239 8.3} 450.959,149 494
Nebraska 483 9800417 497 103.045%5 /16 51862/ 607 433 541084163 | 433 584513128 | 433 588,958 548 | 435 614.455,365] 433
Movada 257.896.453 281107134 | 920 301415839 | 722 323.191,754 | 7.22 348540680 { 7.22 371576874 | 722 398421603 | 722
MHow Hampshwre 580 000200 579.600000 | 350 596938 000 | 300 611912 700 | 250 625680738 | 225 638,184350 | 200 650 958237 | 200
Flow orsey 2854621 241 2954532084 | 350 3043168074 | 300 3.119.246198 | 2.50 3189431282 | 220 3253,299908 | 200 3318284306 | ¢.00
New Mexico 634 756 345 651885070 | 800 741870602 | 722 195467388 | 722 8529036237 | 722 014556078 | 722 980626537 | 727
Nev/ York 12 501.743.338 13353355795 { 350 13.753856468 | 300 | 14097805380 | 250| 14.415006.001 | 225 14,703.305.121 | 2.00 14,997.372,244 | 200
North Cacolina 2587 883808 2820783352 | 900 2642833704 | 433 3070.362.733| 433 3.203.308440 | 433 33420127138 | 433 3486721800 433
North Dakola 241.168 583 282.873.733 | 800 274256166 | 4.33 286,131,458 | 433 288,620,850 | 4.33 311448807 | 433 324932568 | 433
Ohio 034043590 F R YRR 30 ITF75WI05 | 4.3 4785138358 433 A0 BN578 | 43 TIO0B02 303 | 433 | S4%1B083 [ 433
Ohjahoma £11.168.775 993.206664 [ 920 1064961303 | 7.22 1.141.899.885 | 7.22 1224308920 | 7.22 1312,854.008 | 722 1407701703 | 7.22
Oregon 1088.670.440 1.186.650.780 | 900 1238032758 | 433 1291639577 | 433 1347567571 | 433 1405917248 | 433 1.406.703.485 | 433
Pennsylvaria 4.454.423 400 4.760.087.193 | 638 4906158668 | 433 5181235384 | 4.33 5405582878 | 433 56396844614 | 433 58836841226 | 433
Rhode tsland 545,686.262 5684785281 | 350 581728.839 | 3.00 598.272.060 | 250 608888182 | 225 621881945 | 200 834319584 | 200
South Carolina | 165210216815 1766913779 | 820 1880058054 | 8 A1 20005326843 641 [ ‘i,umimfén—f‘— 7085040267 | 41| 24101333381 B4l
South Dakota 282 BO4 359 286 457 405 920 298861011 433 311,801 693 433 326,015,059 4.56 340,132.137 433 358 578,005 4 84
Tennesseo 2519,924 251 2.748.728.333 | 900 28856818670 433 2989744820 | 4.33 3,119.200,771 | 433 3254,282.184 | 4.33 3395171716 | 433
Texss 6 351.909 343 6.923.561.184 | 900 7423778254 | 722 7960112276 | 722 8535193977 | 7.22 9.151,822.700 | 7.22 9.812.000.028 | 722
Uah 484 274.254 527656937 { 930 561672320 | 6 41 §97.651.707 | 641 635.8035847 | G 41 676.672.378 | 641 720018.384 { 641 | 20
Verment 24R158.728 256844284 | 350 264549613 | 300 772370082 | 296 265 450, 482 200.236 654 | 482 KRR 7R R R
Vugins 1,144,862 500 1248000 135 | 900 1338172086 | 722 14348480898 | 7.22 1.538,510,168 | 722 1.620,747,028 | 503 1,710177.833 | 464
Wazhington 1.763.460 596 1825182131 | 350 1879937585 | 3.00 1,928,938 035 | 250 1,670.282,006 | 2.25 2,000.807037 | 200 2.019.891,898 | 2.00
West Virginia 1158813157 1 260.926 342 92 1315524 452 433 1.372,4868 661 433 1.431.915.333 433 1492917 287 433 1.558 603,885 433
Wnconsin 1.709,500 842 1.863.355.700 | 920 1844039002 | 433 2028215891 | 433 2116037633 | 433 2207632069 | 4.33 2303253836 | 433
Wyovvlnﬂ 132 915380 137.587 429 350 1461378 870 Qa1 15%.758 402 841 165,733,785 | 6 41 178350285 | 8 41 1876848874 B 41
Sublota’ Statas & | 96,461,087 A04 | 103207885025 | 799 | 108273085760 | 4B | 113487000220 | 482 | 118653A07 439 | 482 | 124883147427 | 482 | 130688338808 [ 482
Sublotal Temtormes 138,850,300 145889128 | 709 157087387 | 482 164,653.263 | 482 172583580 | 4862 | 180,605.608 | 482 | 186,608,405 | 4862
U 8 Totai §6.601.037.804 | 103.447.755.053 | 7.09 | 108430.173.120 | 4.82 | 113652592483 | 4.2 | 119126480999 | 482 | 124084,043230 | 482 | 130877.547.213 | 4.82
- b 1
05/22/96, V:\APPLICATIPCDOCS\PROGS\HRD-DCAIDYBALSKG\5J101.WB1 . Scc..1lo8S




Madrca ) D/ .
Reroncica~r BNE

N gA

Background

Why it is a block grant.
. 97% of total Federal funding is set in law and apportioned to states formulaically.
Even if inflation doubled or the number of seniors needing nursing home care

increased, total Federal Medicaid spending is fixed. States would have to absorb
the excess costs.

While a State’s allocation from the fixed Federal pool may change over time, the
total Federal spending does not. This implies that when one state’s allotment goes
up, another’s goes down.

Why the block grant formula is the same as the Conference Agreement.

. Both include virtually identical “needs-based amounts”, “floors”, and “ceilings”.
The Republican bill allocates money to states using a formula that intends to
allocate funds according to need, but really gives states “floor” and “ceiling”
growth rates. This is the same approach as taken in the Conference Agreement.

. Enrollment growth is not in the formula.

The only actual Medicaid enrollment in the formula takes the form of a case mix
index. This is different than incorporating enrollment growth.

. While there is an inflation factor in the Republican formula, it is irrelevant.
Since (a) most states get the floor and ceiling growth rates rather then the needs-
based amount, and (b) the adjustment factor (scalar) bumps all states up or down
to control states to the national fixed cap, the inflation term in the needs-based
formula is muted. -

. DSH is included in the base and growth.
Since DSH is included in the base, States with large DSH programs get to keep
the money at the expense of low-DSH states. This is different than the NGA
agreement which froze the growth in DSH for high-DSH states.

Why money does not follow the people.

. The allocation method in the block grant does not include caseload growth.



The umbrella fund is flawed.

It is time-limited. A state gets the money only for the year in which enrollment
growth for eligible groups is higher than “anticipated”. If those enrolled people
remain in the program and their growth is not “excessive”, the states does not
receive any additional fund reflecting the expanded population. They must
accommodate the new people in the block grant based on their old caseload.

It is hard to access. The following are the conditions that a state must meet before
receiving umbrella funds:

1t must have used all block grant funds, including any carry over funds
from previous years.

The umbrella is just for mandatory and some optional populations.
Optional disabled are only considered if the old definition of disability is
used. Optional eligibles are counted only toward the umbrella only if they
are given the guaranteed benefits package.

“Excess” enrollment in one group must offset “less than anticipated”
enrollment in other groups. If a state has “excess” children, but lower than
“anticipated” elderly and disabled, it may not receive umbrella funds.

“Anticipated enrollment growth” has nothing to do with enrollment
growth. It is simply the difference between the block grant growth rates
and CPI. Thus, States with “floor” growth rates are more likely to receive
funds than states with “high” growth rates. For example, New York,
which receiv® the lowest growth rates (2% by 2000), will have virtually no
“anticipated enrollment growth” so that any additional enrollment in
eligible groups will yield umbrella payments. In contrast, a state like
Florida, which has a “ceiling” growth rate (about 7.2% by 1998) will have
a difficult time accessing umbrella funds. Its “anticipated enrollment
growth” would be over 4 percent, which is significantly higher than the
general enrollment growth rate of 3 percent.

Umbrella funds are not folded into the base or carried over.

It is not sufficient to help states in times of great need.
The per-beneficiary amount that states get for “excess enrollment” is (a)
indexed by CPI, which is lower than most estimates of health care cost

inflation; and (b) is multiplied by the old FMAP, which is lower than the
new FMAP used in the block grant.
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MYTHS AND FACTS ABOUT
THE REPUBLICAN MEDICAID REPEAL

H.R. 3507 (Archer-Bliley)
(Revised, May 23, 1996)

MYTH #1: WE’'RE INCREASING MEDICAID SPENDING, NOT CUTTING T

FACT: The Republican budget would reduce Federal spending on Medicaid overthe .. i
next 6 years by $72 bllhon Thrs means that, compared with what the Congressional -~
coverage, the Federal government would be spending $72 billion less — a cut of abaut X,
9 percent. In the year 2002 alone, the cut in Federal Medicaid spending would be 16 \\
percent below the amount CBO estimates is needed to maintain the program at its
current level of coverage.

Cuts in Federal Spenng are less than half the story, however.
reduce their own spending as allowed under the Republican budge
spendmg will fall by $185 billion over the next 6 years. '

the year 2002 alone, the cut in total Federal and State spendlng would be 23, 5 percent
below the amount CBO estimates is needed to maintain the program at its current level.

75—
,

MYTH #2: WE'RE “REFORMING” MEDICAID BY “RESTRUCTURING” T
oA 1 y

FACT: The Republican bill would repeal the Medicaid program and replace it with a
block grant to the States. More specifically, the Republrc; bill repsals the individual
Medicaid entitlement effective on October 1 of this year - just-alittle-overd-months —

—from-new=arnd itTepeals-the current Medicaid-statute-on-QOctober-1-1897  In place of
the current Medicaid insurance program for basic health and nursing home care for
over 36 million Americans, the Republican bill would create a block grant of Federal
funds to the States. Needy Americans would no longer be entitled to basic physician or
hospital or nursing home care; instead, States would be entitled to fixed amounts of
Federal dollars and could vary the benefits they offered from person to person and
area to area. It is difficult to imagine a more radical departure from current |aw.

yleais * “/‘/'\
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MYTH #3: THE REPUBLICAN PLAN [S BASED ON THE “UNANIMOUS,”
“BIPARTISAN” PRINCIPLES ADOPTED BY THE NATIONAL GOVERNORS’
ASSOCIATION (NGA).

FACT: On February 6, the NGA adopted a 6-page policy statement outlining their
proposal for redesigning the Medicaid program. On May 22 — with no input from the
Democratic Governors ~ Republican members of Congress introduced a 201-page



.80
*MAY 23 '8S6 16:806 PAGE . 8483

legislative text purporting to reflect the NGA policy. However, the bill is the same
Republican Medicaid repeal that was vetoed by President Clinton last December, with
some-additiorial fig leaves to camoflage the radical nature of the changes it seeks.

According to New York Times (May 22, 1996), here’s what the Democratlc
Governars think of this so-called “bipartisan’ bill:

° Governor Howard Dean of Vermont: this bill was written by the “right-wing
majority in Congress...for the purpose of forcing the President to veto it.”

° Governor Bob Miller of Nevada: “There has been no Democratic participation or
inclusion” in the drafting of this legislation.

® Governor Roy Romer of Colorado: “It's obvious Republicans want to give

[President Clinton] a bill he can’t sign.”

MYTH #4: THE REPUBLICAN BILL GUARANTEES COVERAGE FOR THE ELDERLY

FACT: The Republican bill puts the elderly — especially the frail elderly in nursing
homes — and their families at risk of paying large amounts out-of-pocket for needed

care and of losing much of their current coverage altogether. O / soote  (5C ! D‘L "}
ML
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° The Repubhcan bill repeals the current éntstlement that fow-mcome elderly
Americans have:td needadnursing home care, effective October 1 —~ just 4
months from now. \ Elderly Americans would no longer be Garanteed nursing
home coverage if tﬁey used up their own funds paying for "a’ltmzre:] Pl /‘Q

° The Republican bill repeals the current requirement that nursing home services
and other benefits be “sufficient” in scope, allowing States to limit coverage to,
say, 14 days per month, or 2 months per year. Elderly nursing home patients
and their families would have to pay for the care received during those periods
the State chose not to cover.

. The Republican bill repeals the current law requirement that nursing homes (or
other providers) accept payment from Medicaid as payment in full. Elderly
nursing home patients and their families would have to pay the difference
between what the State pays the facility under Medicaid and the rate that the
nursing home charges to its private patients.

° To compound this cost-shifting problem, the Republican bill repeals the current
law requirement that States pay nursing homes “reasonable and adequate’ rates
for the services they pravide to Medicaid patients, and it prohibits nursing homes
from suing States in Federal court to obtain "reasonable and adequate”
payment. As a result, States could pay “unreasonable and inadequate” rates to
nursing homas. Of course, the facilities would then have little choice but to
make up the reimbursement shortfall by collecting from their Medicaid patients or
their families (i.e., spouses or siblings or adult children). Furthermore, the
payment of “inadequate” rates could jeopardize the ability of the facility to

|
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provide quality care notwithstanding the continuing application of current law
quality standards, especially in facilities with large numbers of residents eligible
for Medicaid.

The Republican bill repeals the current law prohibition against the imposition of
cost-sharing requirements on Medicaid nursing home patients. As a result,
States could require each beneficiary to contribute, say, $25 per day toward the
cost of nursing home care (there are no limits on the amount of cost-sharing a
State may impose on an elderly beneficiary). Since most of the beneficiary's
income is already applied toward the cost of care, the burden of this additional
cost-sharing would, as a practical matter, fall on the individual's family. (The
bill's provisions relating to “family impoverishment” apply only to the State; they
do not prevent a nursing facility from collecting unpaid cost-sharing obligations
from a beneficiary’'s family).

The Republican bill repeals the current law prohibition against limiting or
denying benefits solely on the basis of diagnosis, iliness, or condition. This will
allow States to reduce their coverage for elderly individuals with conditions that
are expensive to treat. For example, a State could provide unlimited nursing
home coverage to an elderly individual with terminal cancer but limit nursing
home coverage for an elderly Alzheimer's patient to 1 year. (The bill's
prohibition against preexisting condition exclusions does not bar States from
discriminating in coverage against individuals with health problems they did not
have prior to qualifying for Medicaid).

The Republican bill repeals current law “freedom of choice” protection, which
ensures that Medicaid beneficiaries can choose the physician or other provider
from which they receive covered services. (Providers are not required to -
participate in Medicaid). States could therefore require elderly beneficiaries to
receive services from nursing homes, physicians, or managed care plans

selected by the State — not by the benéficiary. C bt 1 / J Ll A 7

/V\ Ve S o
The Republican bill hlblts thewéféély Ameﬁcanmhexr families from
seeking to enforce their rights under Medicaid, including their rights to
“guaranteed” coverage and their rights to nursing home care of adequate quality,
against a State in Federal court.

MYTH #5: THE REPUBLICAN BILL GUARANTEES COVERAGE FOR CHILDREN.

FACT: The Republican biil strips over 18 million poor children of the health insurance
coverage which they are g ed under current law. Children with disabilities or
health conditions that are expensive tp treat -- and their families — are at particular risk
of losing coverage.

vl
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® The Republican bill repeals the current entitiement to a basic benefit package for
every American child under 13 living in a family in poverty. This repeal, which
will leave over 18 million children unmsured |s effectwe October 1 - Just 4
months fromnow. ™—— . — "~ | __ T A AR

FUN S PR ("(‘,f:

° The Republican bill repeals the current requirement that States provide basic
health care coverage to children age 13 up to 18 living in poverty (this
requirement is being phased in one year at a time). Under the Republican bill,
coverage of these children would be at the option of each State.

° The Republican bill repeals the current requirement that, for all eligible children,
States provide coverage for necessary treatment for physical and mental
illnesses and conditions discovered during the course of a periadic health
screening or physical exam. As a result, States could limit payment — or deny it
altogether — for the necessary treatment of physical or mental health problems
that a child has been diagnosed as having.

. The Republican bill repeals the current law requirement that physician, hospital,
or other so-called “guaranteed” benefits be “sufficient” in scope. As a result,
States would be allowed to limit children to, say, 1 physician visit per month or 5
hospital days per year. Children needing additional care would then have to
seek charity from the provider or financial help from their relatives or churches.

° The Republican bill prohijbits children (or their parents) from seeking to enforce
their rights to “guaranteed” Medicaid coverage against a State in Federal court.

MYTH #6: THE REPUBLICAN BILL GUARANTEES COVERAGE TO THE DISABLED

FACT: Under the Republican bill, some 6 million Americans with disabilities will lose
their entitlement to basic health and long-term care coverage. As a result, these
Americans - and their families — are at risk of paying large amounts out-of-pocket for
needed care, or of losing their coverage aitogether.

° The Republican bill repeals the individual entitlement to basic health and long-
term care services that disabled Americans eligible for Medicaid now have. This
repeal is effective on October 1 -- just four months from now. o le

{\AM:\’ ! Iy

o Under the bill, States would_pnot be required to offer coverage to individuals -
determined to be disabled for purposes of SSI: instead, States would be able to
use their own, potentially more restrictive, standards for determining disability.
Whichever approach a State were to choose, an individual determined to be
disabled would not have an entitiement to 2 minimum package of benefits.

® The Republicah bill repeals the current law prohibition against the imposition of
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cost-sharing requirements on disabled individuals eligible for Medicaid, whether
they are residing in an institution or not. As a result, States could require a
disabled beneficiary (other than a child) to contribute, say, $25 per day toward
the cost of care in a group home or intermediate care facility for the mentally
retarded (ICF/MR). (There are no limits on the amount of cost-sharing a State A
may impose on a disabled beneficiary other than a disabled child with respect to N (ot
any covered service). The burden of this additional cost-sharing could, as a NS 51
practical matter, fall on the individual's family. (The bill’s provisions relating to <« -
“family impoverishment” apply only to the State; they do not prevent a group

home or ICF/MR from collecting unpaid cost-sharing obligations from a

beneficiary’s family).

® The Republican bill regpeals the current law “freedom of choice” protection, which
ensures that Medicaid beneficiaries can choose the physician or other provider
from which they receive covered services. (Providers are not required to
participate in Medicaid). States couid therefore require disabled adult
beneficiaries to receive servicas from hospitals, nursing homes, physicians, or
managed care plans selected by the State — not by the beneficiary. States could
require disabled children to receive services from hospitals or specialists or
managed care plans designated by the State — not by the child’'s parents.

' The Republican bill prohibits disabled Americans and their families from seeking
to enforce their rights under Medicaid, including their rights to “guaranteed”
coverage and their rights to ICF/MR care of adequate quality, against a State in
Federal court.

MYTH #7: UNDER THE REPUBLICAN BILL, THE MONEY FOLLOWS THE PEOPLE

FACT: The Republican bill rgpeals the current Medicaid program, an individuat
entitliement under which Federal dollars directly follow the people eligible, and replaces
it with a block grant, under which the States -- not individuals - are entitled to “base

. aliotments” of Federal funds.

° The Republican bill cuts Federal Medicaid payments to the States over the next
six years from $803 billion to $731 billion. Of that $731 billion, $700 billion —
abou percent of the Federal funds — will be distributed to States in the form
of blo€k grant payments, or “base allotments.” These fixed annual payments to
the States are calculated using a formula that primarily reflects historical
Medicaid spending in each State (including “disproportionate share” hospital
spending) and does not take caseload growth into account. Only about $26
billion — iess than 4 percent — of all the Federal Medicaid payments to the
States will reflect enroliment growth; these funds will be distributed to the States
through a so-called “umbrella” adjustment to the basic block grant allotment to
help defray - on a one-time basis -- the cost of certain unanticipated enrollment
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increases.

® The Republican bill establishes two funds to suppiement the “base allotment” for
specified States with illegal aliens and Native Americans. Each of these funds is
a fixed dollar amount that will be apportioned among eligible States each year
and that does not vary with the number of eligible illegal aliens or Native
Americans. .

MYTH #8: THE REPUBLICAN BILL REDUCES WASTE, FRAUD, AND ABUSE.

FACT: Over the past 10 years, the largest single abuse of Federal Medicaid funds has
been the use by some States of what GAO has called “illusory financing schemes” —
provider taxes and donations, often in conjunction with fictitious payments to
“disproportionate share” (DSH) hospitals — which enabled the State to substitute
Federal for State dollars, effectively reducing the State’s share of program costs. For
example, through the use of provider tax and donation arrangements and DSH
payments, Tennessee was able to lower its share of program cost from 33 precent -
the percentage required under the Federal-State matching formula — to 17 percent.

In 1991, and again in 1993, Congress enacted legislation designed to curb these
abuses. The Republican bill expressly repeals these statutary safeguards, reopening
the door to abuse of the Federal treasury by States seeking to lower their own Medicaid N
spending without reducing the amount of Federal Medicaid funds they draw down. G\Udﬂ“
There is no limit to how many State dollars a State can “back out” of the program
through the use of these illusory financing schemes under the Republican bill; /
theoretically, a State could reduce its own contribution to zero, effectively Federalizing
the program.

MYTH #8: STATES WON'T CUT BACK ON ELIGIBILITY AND BENEFITS

FACT: Under the Republican Medicaid repeal, most States will have no realistic choice
but to cut back on eligibility, benefits, and/or payments to providers. The issue is not

~ whether, but how soon, and who gets hit first? The Republican bill gives the States all
the tools they need to cut back and every incentive to do so.

® The Republicans understand that delivery system reforms such as managed
care won't produce anywhere near the $72 billion in savings that the Federal
government will take out of the program over the next 6 years, much less the

260 @billion in total Federal and State funding cuts that their bill envisions. So
the Republican bill gives States all the tools they need to lower their spending by
limiting coverage to the frail elderly, the disabled, and low-income women and
children; by shifting costs of care to the patients and their families; and by
reducing payments to hospitals and nursing homes and physicians that treat
Medicaid patients and by allowing those providers to recover any payment



Spending Reductions Under Republican Medicaid Bill (H.R. 3507)
Six Year (1997 to 2002)

Changes from Baseline Spending, Excluding “Umbrella” Payments

Federal Federal & State
Dollars (millions) | Percent | Dollars (millions) | Percent

Block Grant Reductions -$99,002 -12% -$297,045 -21%
Umbrella Payments (Not allocated +$26,100 +3% +$45,789 +3%
by General Accounting Office)

TOTAL REDUCTIONS -$72,902 -9% -$251,256 -18%
Alabama -501 -4% -1,422 -8%
Alaska -105 -6% -729 -22%
Arizona -1,162 -10% -1,824 -10%
Arkansas -181 2% -318 -3%
California -5,486 -1% -36,023 -23%
Colorado -538 -8% -2,444 -20%
Connecticut -1,917 7% -7,060 -30%
Delaware 6 0% -484 -16%
District of Columbia -910 -22% -2,927 -35%
Florida -3,692 -11% -14,812 -25%
Georgia -4,899 -21% -7,936 -21%
Hawaii -356 -14% -1,425 -29%
Idaho -75 -3% -111 -3%
Illinois -3,419 -12% -15,645 -27%
Indiana -2,946 17% -4,708 -17%
lowa -772 -11% -1,204 -11%
Kansas -638 -11% -1,225 -12%
Kentucky 1,876 13% -3.690 -19%
Louisiana -13,295 -45% -20,044 -49%
Maine -1,225 -21% -2,141 -23%
Maryland -1,414 -12% -6,154 -27%
Massachusetts -3,021 -14% -12,422 -28%
LGQRNIINUED

NOTES: The sum of the reductions by State would be $72 billion if the Umbrella payments ($26.1 b), the territories
($0.8 b) and the cost of the “special rule” ($0.3 b) were included. Block grant spending allocated by State by the
General Accounting Office (May 22, 1996). GAO did not allocate the Umbrella payments. Total spending under the
proposal is estimated by dividing Federal block grant spending by the new matching rate (as estimated by GAO on
12/1/95). Assumes that States will spend no more than is required to draw down the full Federal block grant.
Baseline spending from Urban Institute State Medicaid Expenditure model, controlled to the March 1996 CBO
baseline, adjusted for the April baseline change.




Spending Reductions Under Republican Medicaid Bill (H.R. 3507)

Six Year (1997 to 2002)
Changes from Baseline Spending, Excluding “Umbrella” Payments

Federal Federal & State
Dollars (millions) Percent Dollars (millions) Percent

CONTINUED

Michigan -3,135 -11% -8,768 -18%
Minnesota -2,985 -20% -7,816 -28%
Mississippi -1,037 -9% -1,748 -12%
Missouri -391 -3% -814 -3%
Montana -327 -12% -477 -12%
Nebraska -654 -16% -1,149 -17%
Nevada 266 13% -418 -10%
New Hampshire -220 -6% -1,675 -21%
New Jersey -3,664 -16% -13,754 -30%
New Mexico -310 -6% -453 -6%
New York -13,301 -13% -55,559 -28%
North Carolina -4,052 -18% -6,287 -18%
North Dakota -106 6% -156 6%
Ohio -2,745 -9% -4,563 -9%
Oklahoma 351 5% 475 5%
Oregon -140 2% -249 -2%
Pennsylvania . -3,442 -10% -13,596 -20%
Rhode Island -682 -16% -1,956 -25%
South Carolina -921 1% -2,080 -11%
South Dakota -76 -4% -121 -4%
Tennessee 1,280 7% 352 1%
Texas -7,553 -13% -12,954 -14%
Utah -188 -5% -259 -5%
Vermont -133 7% -218 1%
Virginia -946 -10% -4,373 -23%
Washington -2,698 -19% -9,229 -32%
West Virginia -2,275 -21% -3,486 -24%
Wisconsin -388 -3% =772 -4%
Wyoming -108 -10% -191 -11%

NOTES: The sum of the reductions by State would be $72 billion if the Umbrella payments ($26.1 b), the territories
($0.8 b) and the cost of the “special rule” ($0.3 b) were included. Block grant spending allocated by State by the

General Accounting Office (May 22, 1996). GAO did not allocate the Umbrella payments. Total spending under the

proposal is estimated by dividing Federal block grant spending by the new matching rate (as estimated by GAO on
12/1/95). Assumes that States will spend no more than is required to draw down the full Federal block grant.

Baseline spending from Urban Institute State Medicaid Expenditure mode!, controlled to the March 1996 CBO
baseline, adjusted for the April baseline change.




Change in the Matching Rate Under
The Republican Conference Agreement

Current (36) | Proposed

Totai 57% 63%

Alabama 69.85% 72.92%
Alaska 50.00% 60.00%
Arizona 65.85% 65.85%
Arkansas 73.61% T4.11%
California 50.00% 60.00%
Colorado 52.44% 60.00%
Connecticut 50.00% 60.00%
Delaware 50.33% 60.00%
District of Columbia 50.00% 60.00%
Florida 55.76% 65.70%
Georgia 61.90% 61.90%
Hawaii 50.00% 60.00%
Idaho 68.78% 68.78%
llinois 50.00% 60.00%
Indiana 62.57% 62.57%
lowa 64.22% 64.22%
Kansas 59.04% 60.00%
Kentucky 70.30% 74.73%
Louisiana 71.89% 77.13%
Maine 63.32% 65.16%
Maryland 50.00% 60.00%
Massachusetts 50.00% 60.00%
Michigan 56.77% 61.22%
Minnesota 53.84% 60.00%
Mississippi 78.07% 80.74%
Missouri 60.06% 60.49%
Montana 69.38% 69.38%
Nebraska 59.49% 60.00%
Nevada 50.00% 60.00%
New Hampshire 50.00% 60.00%
New Jersey 50.00% 60.00%
New Mexico 72.87% 72.95%
New York 50.00% 60.00%
North Carolina 64.59% 64.59%
North Dakota 69.06% 69.06%
Ohio 60.17% 60.17%
Oklahoma 69.89% 69.89%
Oregon 61.01% 61.01%
Pennsyivania 52.93% 60.00%
Rhode Island 53.84% 60.00%
South Carolina 70.77% 74.04%
South Dakota 66.66% 66.66%
Tennessee 65.64% 69.61%
Texas 62.30% 62.75%
Utah 73.21% 73.21%
Vermont 60.87% 60.87%
Virginia 51.37% 60.00%
Washington 50.19% 60.00%
West Virginia 73.26% 75.76%
Wisconsin 59.67% 60.00%
Wyoming 59.69% 60.00%

“Current” is the FY 1996 FMAP; "Proposed™ comes from General Accounting Office (December 1995).
Note: NH and LA get special matching rate treatment




Archer-Bliley Medicaid Formula

Max. Federal Funding,= (Bases,) + (Umbrella ) + (Undocumented Pool g,) + (Indian Pool )

Where.
Base g, = Floor, < [(Needs,) x (Adj. Factor))] < Ceilings,, where

Floors,: One of three minimum amounts:
a. If [(Base s5;) + (Base o) — 1] > {(0.95) x [(Fed. Pool ,,) + (Fed. Pool ) — 1]},
Then Floor,, = (Base s,,) x (1 + {(0.90) x [(Fed. Pool ,) + (Fed. Pool .,) — 1]}) beginning in 1998, else

b. [f Base 5, <(0.24) x (Fed. Pool ),
Then Floors, = (0.24) x (Fed. Pool ), else

C. Floors, = (Base ) x 1.035 for 1997,
1.030 for 1998,
1.025 for 1999,

1.0225 for 2000 , and
1.020 for subsequent years.

Need,,: (Agg. Needs, ) x (Old FMAP;,), where
Agg. Need; = (Prog. Need ,) x (Cost Index ) x (CPI) x (Spend. per Poor,,), where

Prog. Need s, = (Poors,) x [0.9 < Y (Casemix Adj. s,) < 1.15], where
Casemix Adj. o5, = (Nat’l Group Weight,,) x (Group Proportiong,)

Cost Indexs, = 0.15 + 0.85 x [(HospWages,) ~ (HospWage,,)]
Spend. per Poory,, = (Spend. per Poor ., x [(Fed. Pool ;) + (Fed. Pool ,,) ]

Old FMAPs =1 - 0.45 x [(PerCapita Income g,) + (PerCapita Income,)]?



Adj. Factor,: Fed Pool, + Y (Needs ), subject to floors and ceilings
Ceiling,,: One of two maximum amounts:
a. If Rank [(Base ,,) + (Poors,)] < 40,
Then Ceilings, = (Base 5,,) x (1 + {(1.5) x [(Fed. Pool ) = (Fed. Pool ,,) — 1}), else

b. Ceiling,, =(Base s,,) x (1 + {(1.33) x [(Fed. Pool ;) + (Fed. Pool ,,) - 1})

Umbrella g, = Y [(Excess Recip ¢s,) x (Spend. per Recip ¢s,) x (O1d FMAP; )], where
Excess Recip s, = (Recip gs,) — (Antic. Recip 45,), where
Antic. Recip g5, = (Recip gs,.1) X [(Base s,) + (Base s,,) — (CPI )]

Spend. per Recip 5, = (Spend. per Recip g5.s) X (CPI o5 )

Undocumented Pool i, = (Fed. Pool , ) x (Proportion g, ), where
Proportion 5, If Rank (Undocumented g,) > 16,
Then Proportion g, = (Undocumented ) + (3’ (Undocumented g, s,), €lse = 0
Indian Pool ;, = (Fed. Pool , ) x (Proportion Sl,. ), where

Proportion ,: If a State has at least one Indian Health facility or program
Then Proportion s, = (Indians ) + (} (Indians gy, s,)

Definitions:

S: State

N: National

t: Year

G: Groups of recipients

Nat’l Group Weight: National spending per beneficiary for the group divided by the National spending per beneficiary for all groups
Group Proportion: State number of beneficiaries in a group divided by the total number of beneficiaries



Medicaid Spending Reductions under the Archer-Bliley Proposal, 1997-2002
Excludes “"Umbrella” Payments

(Doliars in miltions, fiscal years}

Federal Reduction Federal & State Reduction
Doliars Percent Dollars Percent
Total -99,368 ** 1% -296,526 -19%
Alabama -473 -3% -1,380 -7%
Alaska -109 -6% <717 -20%
Arizona -1,213 -9% -1,870 -9%
Arkansas -114 -1% -226 -2°%
California -6,204 -1% -37.192 -21%:
Colorado -617 -9% -2 584 -19%
Connecticut -1,866 -14% -6,957 -27%
Delaware 40 2% -417 -12%
District of Columbia -894 -19% -2.894 -31%
Florida -3,770 -10% -14 909 -23%
Georgia -5,111 -20% -8,274 -20%
Hawaii -320 -12% -1,353 -24%
Idaho -71 -3% -103 -3%
Hinois -3,358 -10% -15.492 -24%
Indiana -3,063 -16% -4.894 -16%
lowa . -756 -10% -1,178 -10%
Kansas -623 -10% -1,196 -11%
Kentucky -1,974 -13% -3,829 -17%
Louisiana -14,247 -43% -21,367 -46%
Maine -1,225 -19% -2,139 -21%
Maryland -1,415 -11% -6,150 -24%
liMassachusetts -2,871 -12% -12,113 -24%
Michigan -3,049 -10% -8,605 -15%
Minnesota -2,886 -17% -7,620 -25%
Mississippi -1,056 -9% -1,773 -11%
Missouri -341 -2% -729 -3%
Montana -332 -11% -478 -11%
Nebraska -658 -15% -1,154 -15%
Nevada 269 12% -407 -9%
New Hampshire -186 4% -1,607 -18%
New Jersey -3,632 -14% -13,669 -27%
New Mexico -326 -5% ~461 -6%
New York -12,797 -11% -54,471 -24%
North Carolina -4,070 -16% -6,303 -16%
North Dakota -99 -5% -143 -5%
Ohio -2,619 7% -4,349 7%
Oklahoma 343 4% 492 4%
Oregon 30 0% 36 0%
Pennsylvania -3,300 -8% -13,324 -18%
Rhode Island -647 -13% -1,890 -21%
South Carolina -915 -6% -2,071 -10%
South Dakota -63 -3% -94 -3%
Tennessee 1,686 9% 972 3%
Texas -7,870 -12% -13,422 -13%
Utah -179 4% -244 -4%
Vermont -102 -5% -167 -5%
Virginia -967 -9% -4,405 -20%
Washington -2,648 -16% -9,105 -28%
West Virginia -2,333 -20% -3,566 -22%
Wisconsin -262 -2% -555 -2%
Wyoming -104 -9% -183 -9%

NOTE: Federal savings would be $72 biflion and total savings would be $250 billlon If the Umbrefla Psyments were included.
GAQ did not aflocate the Umbrella Payments scross States.

Baseiine spending from the Urban Institute State S diture Baseiine, to the March 1996 CBO basedine totais
Federal spending fom the GAO tabla released March 22, 1996, phus allocation of the Undocumented Aliens poal. Does nat include indian Pool,
Total spending under the proposal Is the Federal g divided by the ching rates by GAO on 12/1/95 for the Conf. Agreement.

Assumes that States will spend the minlmum to draw down their Al Federal allotment.



Archer-Bliley Federal Medicaid Growth Rates

Special Growth Rate Ceiling: 7.2% in 1998 and on (150% of national rate)

California Nevada
Florida New Mexico
Idaho Oklahoma
Mississippt Texas
Virginia *

Generai Growth Rate Ceiling: 6.4% in 1998 and on (133% of national rate)

Alabama Georgia *
Alaska Kentucky
Arizona Louisiana*
Arkansas Montana *
Colorado* South Carolina
Delaware Utah
Wyoming

Special Growth Rate Floor: 4.3% in 1998 and on (90% of national rate)

Illinois * North Dakota
Indiana Ohio

[owa Oregon
Kansas Pennsylvania
Maryland South Dakota *
Michigan Tennessee
Missouri * West Virginia
Nebraska Wisconsin
North Carolina

General Growth Rate Floor: 2.0% by 2001

Connecticut New Hampshire
District of Columbia New Jersey
Hawaii New York
Maine Rhode Island
Massachusetts Washington
Minnesota

Small-State Minimum (0.24% of total Federal allotment)

Vermont *

Source: Data from the US General Accounting Office, 5/22/96
* States that either move into a different floor or ceiling group or whose Federal allotment is determined by
the needs-based amount or scalar for some years during the 1997 - 2002 period.




Federal Medicaid Spending Reductions under the Archer-Bliley Proposal, 1997-2002
Excludes "Umbrella” Payments

(Dollars in millions, fiscal years)

Federal Reduction
Dollars Percent
Total -99,368 ** 1%
Alabama -473 -3%
Alaska -109 -6%
Anzona -1,213 -9%
Arkansas -114 -1%
California -6,204 -7%
Colorado -617 -9%
Connecticut -1,866 -14%
Delaware 40 2%
[[District of Columbia -894 -19%
(lFrorida -3.770 -10%
[ceorgia -5.111 -20%
[[Hawai -320 -12%
[iidaho -71 -3%
[lninois -3,358 -10%
{indiana -3,063 -16%
[lowa -756 -10%
IRansas -623 -10%
Kentucky -1,974 -13%
Louisiana -14.247 -43%
Maine -1,225 -19%
Maryland -1,415 -11%
Massachusetts -2,871 -12%
Michigan -3,049 -10%
Minnesota -2,886 -17%
[[Mississippi -1,056 -9%
Missouri -341 -2%
[Montana -332 -11%
[[Nebraska -658 -15%
[(Nevada 269 12%
[[New Hampshire -186 -4%
[New Jersey -3.632 -14%
[[New Mexico -326 5%
[[New York -12,797 -11%
[[North Carolina -4,070 -16%
North Dakota -99 -5%
Ohio -2,619 -7%
Oklahoma 343 4%
Oregon 30 0%
Pennsylvania -3,300 -8%
[Rhode Island -647 -13%
South Carolina -915 6%
South Dakota -63 -3%
Tennessee 1,686 9%
Texas -7.870 -12%
Utah -179 -4%
Vermont -102 -5%
Virginia -967 -9%
Washington -2,648 -16%
West Virginia -2,333 -20%
Wisconsin -262 -2%
Wyoming -104 -9%

NOTE: Federal savings wouid be $72 billion and total savings would be $250 biflion if the Umbrella Payments were included.

GAO did not allocate the Umbreila Payments across Slates.

Baseiine sponding from the Urban Institute State L 1o the March 1996 CBO basetine totsis

Federal spending from the GAO labie released March 22, 1898, plus afiocation of the Undocumented Alens pool. Does not inciude Indian Pool.
Total spending under the proposal is the Federal spending divided by the matching rates estimated by GAO on 12/1/95 for the Cont. Agreement.
Assumes that States will spend the minimum to draw down their full Federal allotment.




