
Medicaid savings from kicking disabled kids off SSI 
--------- ----------- ------------------

17-Jul-96 1996 1997 1996 1999 2000 2001 
------------------- -----------------------------------
Proposal: 

Kids cut from SSI (Kathy's estimate) 
Via IFA repeal 
.. ---
y 1<1 vUl"b 

Subtotal 

Via 2-tier system 

Total 

House Ways & Means/Senate Finance 

na 

na 

-23 
na 

-23 

na 

-23 

-) Qf tbe ~r:sl g[oup (Kids. mostly peer whQ areo't "disabled emuioo" undec m:WJ:liteda) ..... 
Cut from SSI 23 
Retain Medicaid through AFDC 60% 14 
(Of remainder) retain Medicaid via poverty• 62% 6 

. Resulting %/no. who keep Medicaid 

~ 
20 

-) Resulting %/no. who lose Medicaid 3 

Assumed per capita (federal share) $820 $680 
% growth NA 7.3% 

( Total Medicaid savings ($ mlllions) -$3 

[Rounded 
-·-·- - -$5 

-204 
na 

-204 

na 

-204 

204 
122 

51 

173 
31 

$960 
9.1% 

-$30 

-$30 

-259 
na 

-259 

na 

-259 

259 
155 
64 

220 
39 

$1,020 
6.3% 

-$40 

-$40 

-278 
na 

-276 

.. na _ . 

-276 

278 
167 
69 

236 
42 

-297 
na 

-297 

na 

-297 

- 297 
178 

74 

252 
45 

$1,090 $1,170 
6.9% 7.3% 

-$46 -$53 

-$45 -$55 

Of the se.GQrulgrm.Qlchildren roeeliog disabilit~·-~riter:ia...but whose paamrs income would..beJoo high fo[ the two-lier system}:: 

Cut from SSI 
Keep Medicaid 
Lose Medicaid 

Assumed per capita (federal share) 

Total Medicaid savings ($ millions) 

!Round~d ________ _ 

25% 
75% 

$820 $880 $960 $1,020 $1,090 $1,170 

2002 2003 sum 
----------

-315 
na 

-315 

na. 

-315 

315 
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287 
48 

S1 ,270 
8.5% 

-$61 

-$60 

$1,270 
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-332 

na 

-332 
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Counties urge Clinton to veto welfare .bill 

Washington, D.C. • Co\.\Il~· officials are wamintt the President that if he d1::ies 
not velo lht: welfare reform bill he will leave them with only two options: 
the~· will have to cul essential services, such as law enforcement Dnd fire 
prc1tection, or they will havt: to 1aise local taxes. County o!licials ore waging 
the nath.~nal campaign with leLLc:rs aud phone: c~lls to the: President in hopes 

··--- -- ----- _____ .that they can convince ijim 10 vt:Lv il. · 

"Unforturunely, the American peoplt: urt: bt:iug misled, .. said National 
Association of Ct~mntie~ (NACo) President Michael Ili~hlLl\\·e1. ·'De: assured, 
we can develop more efficient welfare programs al the counLy gLn'c:nunent 
level, but there is no way we can a hsl''lrh the federal government's cos ls ull u t 
once.·· 

/\s the level of sovemment closest to the people, co11nry M"t1cials nrgue 
that b~· c.o.ppin~ the fiscal responsibility of the tederal government and 
reducing 11 state· s match, counti~s will be ultimately responsible f1"lr services 
not covered adcq\.\otely by the states. County leaden; expect the bill 
(H.R. 3 734) to shift billions of dollars of costs to local taxpayers 

Coumics are most concerned with bill language that would end the 
enritlemenL of Aiu to families with Dependent Children tAfDC), th~reb~· 
dismamling the saft:Ly net for children; denying of Supplemental Security 

~ Inc.ome tSSJ) and rood Stamps to lcjZ:al immi~rants; and 11uthorizing Jg, ,/unrealistic increased work punh;ipation rates with increased penalties, 

1_ l "'-~ withnut rec\-,gnizing: that work programs iniLi11lh iuc1l!asc admini:'ltratiYc 
u. costs. 

One state that is e~pecred to he parricularly hard hii is Cali!i..imfo. Tlie 
Cnlifomio State AssociMil''in 1)f Counties estimates. that the loss of fo.krul 
assistance to legal imrnigrnnt~ may cost California counties owr $ l 0 billion 
over six ~·ears ln a letter hi the President dated Jul~· 22, California l.:L'\.lntY 

ot1iciols w.amed that reducing federal paymems for le2al irrunigrams in the 
bill \\\")\.lld be a tinancrnl cii~a~ter for Los Angeles CounrY. 

l 
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"In California, counties are responsible for I 00 percent of the gener:l l 
assistcm'c 1;osts, which is a state mandate, so a11'" loss i11 federal coYerage is 
u uin:cl shift lll Cl)Unties," said Los Angeles County Supervisor YYonne 
Burke. 

Los Angeles County estimates that dc:nyin~ SSI und FooJ Stamps to 
most legal immigrants would shill $236 million u ytur of ft:utral 
responsibility to the county. without the federal dollars to pay for it. c:l1un\~ 
officials ndd rhnt the House provision denying Medicaid to mos1 le2al 
immi~rants would exacerhare the cost shift to counties. 

Most counties also are concemed that the bill lacks suffic:ienr funds t<'l 
operate welfare to work programs etliciently. 

"It is 3 fact that Minnesota counties estimate that it will cost us over 
$44 1uillio1'1 to meet the FY 1997 work requirements," said Randy Johnson, 
NACo president-elect and HeMepin County, Minn., Commissioner. 

"We agree with the bill's intent that able-bodied people should be 
expected to work their wuy uff m;lfale, but we: k11o·w from experience that 
properly run welfim: work pro~rams initially cost n~ore money and counties 
can ·1 be expected to pick up the full c<..,sls." Joh11son-su1J. 

Of these costs. Minnesota cow1ty officials expect ab\.'ul $15 millii...111 
would be in ndditional child care costs. Since work panicipcnion 
requ1re1nents increase every year, .Tolmson said the cost will rise: ~very year . 

••• 

Check out NACo'~ Wch p11gc! hu11://www.NAC1u1rg 

Rand\' Johnson 
Yvonne Burke 
Michael Hightower 

612-348-7885 
213-955-6067 
404-730-4259 
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Talking Points, Children's SSI 
Senate Floor 

o In FY 1995, children's SSI program served over 950,000 qualifying low-income children with 
severe disabilities. Children with mental retardation were largest single group (about 42% of 
enrollment) followed by those with physical disabilities ( 33%) and mental disorders (25%). 

o Strong public policy reasons support cash assistance program to enable families to raise 
children with severe disabilities at home and to stay together. These families face higher expenses 
and often have less income because of the need to remain unemployed or underemployed to 
provide proper care. 

o Proposed program changes will save $8.2 billion and reduce enrollment by 315,000 children 
over six years. CBO estimates 15% of those who lose or are denied access to SSI will also lose 
eligibility for Medicaid. 

o Biggest proposed program change would eliminate Individualized Functional Assessment 
(IF A). IF A, which resulted from US Supreme Court decision known as Zebley, allows disability 
examiners to decide if impainnent significantly interferes with child's ability to do everyday things 
most children same age can do. 

o Without IF A, children would only qualify under SSA's more restrictive medical listings of 
impainnents. SSA data shows broad range of children with severe impainnents may no longer 
qualify. Among children who now qualify through IF A are: 38% of eligible children with 
pulmonary tuberculosis; 33% of those with mental retardation; 29% of those with developmental 
disabilities, including autism; 29% of those with bums; 22% of those with schizophrenia and 22% 
of those with arthritis. 

o Much of controversy about program are allegations that parents coach children to fake mental 
disorders to qualify for benefits. These persistent allegations prompted several examinations by 
SSA, HHS Inspector General and GAO. None could substantiate allegations of widespread fraud. 
Irresponsible media attention to what turned out to be isolated instances of abuse eroded public 
confidence in a program that is vitally important to families who receive this assistance. 

o Families whose children lose SSI will face tremendous uncertainty, especially if they also lose 
health coverage through Medicaid. Many may not have resources to care for their children with 
severe disabilities at home. They will tum to state and local governments for more assistance. 
Some families may be forced to surrender custody to guarantee proper care for their children 
either through foster care or in state institutions -- with resulting higher costs for taxpayers. 

o Allowance rate for children applying for SSI benefits has declined to a rate lower than it was 
before major changes were made in program eligibility several years ago. Data from SSA shows 
1995 allowance rate was 32.13% and first four months 1996, only 30. 75%. Contrast this with 
pre-Zebley allowance rate of 42.8%. 



July 19, 1995 

Dear Senator: 

The undersigned organizations write to express our concern that millions of older children and 
parents will lose guaranteed Medicaid eligibility if S. 1795, the pending welfare reform 
legislation, becomes law. 

If S. 1795 is passed, any family that loses AFDC eligibility as a result of either federally 
mandated time limits or discretionary state actions would lose Medicaid automatically even if 
Medicaid law is unchanged. More than 4 million parents--most of whom are women--and 1.3 
million children over the age of 13 would no longer be guaranteed Medicaid coverage. 

Additionally, provisions in this bill will force hundreds of thousands of legal immigrants off 
Medicaid and cause many children to lose their Medicaid eligibility because of their loss of SSL 

At a time when private, employer-based health coverage is eroding, we do not believe that 
Congress should add to the growing numbers of uninsured. Recent Census Bureau data indicated 
that over 61 million Americans were uninsured during a one-week period in March of 1995. 

We urge you to take action to prevent this drastic loss of health coverage to America's poorest 
families. Effective "Medicaid hold harmless" provisions must be added to the welfare bill to 
avoid devastating cuts in guaranteed health coverage for millions of low-income people .. 

ACORN 
AIDS Action Council 
American Academy of Pediatrics 
American Association of University Women 
American Civil Liberties Union 
American Nurses Association 
American Public Health Association 
American Psychological Association 
Asian and Pacific Islander American Health 

Forum 
Bazelon Center for Mental Health Law 
Catholic Health Association 
Center on Disability and Health 
Citizen Action 
Coalition for American Trauma Care 
Coalition on Human Needs 
Consumers Union 
Council of Jewish Federations 
InterHealth 

Sincerely, 

Families USA 
Family Service America 
Legal Action Center 

National Association of Area Agencies on 
Aging 

National Association of Child Advocates 
National Association of Children's Hospitals 
National Association of Counties 
National Association of Developmental 

Disabilities Councils 
National Association of Homes and Services 

for Children 
National Association of Social Workers 
National Citizen's Coalition for Nursing 

Home Reform 
National Council of Senior Citizens 
National Community Mental Healthcare 

Council 



National Family Planning and Reproductive 
Health Association 

National Health Care for the Homeless 
Council 

National Health Law Program 
National Hispanic Council on Aging 
National Women's Law Center 
Neighbor To Neighbor 
Older Women's League 
Planned Parenthood Federation of America 
San Francisco AIDS Foundation 
Service Employees International Union 
United Church of Christ, 

Office for Church in Society 
United Methodist Church, General Board of 

Church and Society, Ministry of 
God's Human Community 

Women's Legal Defense Fund 



July 17, 1996 

Dear Senator: 

The pending welfare bill threatens to eliminate health care coverage for millions of poor 
women and older children, even if Medicaid legislation is not enacted. We are writing to 
urge you to reject any welfare bill that fails to preserve Medicaid coverage for poor 
families. 

Approximately 4 million parents and grandparents, almost all women, and 1.3 million 
children over 13 currently are eligible for Medicaid only because their families are eligible 
for AFDC. 1 Their health care coverage is in serious jeopardy because under the proposed 
welfare block grant, many poor families would lose welfare assistance -- and parents and 
older children in those families would lose health care coverage as well. 

_ ... ---- .... 

Under the welfare block grant, no family will be assured of welfare assistance even if it 
meets all eligibility requirements. States will be required to restrict eligibility through time 
limits and other requirements, and will be free to impose additional restrictions, including 
shorter time limits and categorical ineligibility for certain vulnerable groups, such as teen 
mothers. Reductions in funding under the welfare block grant will limit the number of 
families that can be served. For po~r women and older children, all of these cutbacks and 
restrictions in welfare assistance will mean the loss of health care coverage as well; few of 
the women denied welfare assistance will find jobs that provide health insurance benefits 
for themselves and their families. 

Adding millions of women and children to the ranks of the uninsured is dangerous health 
policy. The loss of Medicaid for poor women and older children means the loss of access 
to crucial health care services. It means the loss of access to preventive and primary care 
and early treatment -- and a return to reliance on costly emergency room care. It means 
providers will find it more difficult to continue to offer services -- and more cost-shifting to 
those with insurance. 

1 Some low-income pregnant women will continue to be eligible for pregnancy­
related care, and poor children 13 and under will continue to be eligible for general 
Medicaid coverage, whether or not they receive welfare assistance. The phase-in of 
coverage for children over 13 will continue; however, until 2002, when all poor children 
through 18 will be covered, Medicaid coverage for some older children will be jeopardized 
by changes to welfare. Moreover, since under current law the Medicaid statute references 
AFDC income and assets rules, coverage for younger children and pregnant women could 
be substantially reduced if Congress repeals AFDC but fails to amend the welfare bill to 
establish rules for determining income and assets for purposes of determining Medicaid 
eligibility. 

---·--



... --

Eliminating health care coverage for millions of women and children is not welfare reform, 
as both parties have recognized. Welfare legislation passed by the House and Senate last 
year would have preserved Medicaid coverage for children and parents who would have 
qualified for AFDC under 1995 eligibility rules. The welfare bill now being considered by 
the Senate does not provide this protection. 

An amendment is needed to guarantee Medicaid coverage for families who would qualify 
under current state AFDC income, resource and deprivation rules. Such an amendment 
would maintain Medicaid coverage for poor families at current levels. By basing Medicaid 
eligibility on AFDC income standards, rather than on receipt of assistance under the welfare 
block grant, the guarantee of coverage for the poorest families will be maintained. States 
will be able to develop welfare policy without causing unintended consequences for 
Medicaid coverage. And this approach will not require states to create a "dual system"; to 
determine the eligibility of younger children and pregnant women for Medicaid, state 
Medicaid programs will have to calculate a family's income and assets. 

We urge you to reject any welfare bill that fails to preserve the health care safety net. 

Sincerely, 

Women's Legal Defense Fund 

American Association of University 
Women 

American College of Nurse-Midwives 
American Medical Women's Association 
American Nurses Association 
American Psychological Association 
American Public Health Association 
American Speech-Language-Hearing 

Association 
Catholics for a Free Choice 
Center for Women Policy Studies 
Children's Defense Fund 
Feminist Majority 
Judge David C. Bazelon Center for 

Mental Health and Law 
National Abortion and Reproductive 

Rights Action League 

National Association of Child Advocates 
National Association of Developmental 

Disabilities Councils 
National Association of Homes and 

Services for Children 
National Council of Jewish Women 
National Perinatal Association 
National Council of Jewish Women 
National Organization for Women 
National Women's Law Center 
NOW Legal Defense and Education Fund 
Planned Parenthood Federation of 

America 
The Center for Advancement of Public 

Policy 
United Cerebral Palsy Associations 
Women Work! 
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House and Senate Welfare Bills Would End SSI Cash Benefits 

to More than 300,000 Children with Severe Disabilities 

VOTE IMMINENT; ACTION NEEDED IMMEDIATELY 
July 11, 1996-More than 300,000 children with 

severe disabilities will lose the cash assistance they 

now receive from the Supplemental Security In­

come (SSI) program if the welfare-reform bills pro­

posed by the Republican leadership (HR 3507 and 

S 1795) become law. 

The first floor vote in the House may take 

place as early as next week. Advocates and fami­

lies need to act IMMEDIATELY to keep one 

third of all children who now receive SSI from los­

ing this critical assistance. 

Families Losing Children's SSI Would 

Have to Seek States' Assistance 

If the welfare bills are enacted with the current 

SSI language and signed by the President, causing 

many eligible children to lose their SSI cash bene­

fits, many families say they will simply not have 

the resources to care for their children at home. 

They will turn to state and local governments for 

more assistance. Some, to guarantee proper care 

for their children, will be forced to place their 

children in state institutions-at enormous cost to 

taxpayers. 

Legislation on a Fast Track 

Until now, the congressional proposals to over­

haul the welfare and Medicaid programs have 

been combined in the same bill. However, Con-

gressional leaders recently announced that they 

will separate these issues and take up the welfare 

part first because it has greater bipartisan support. 

After the House and Senate vote, the two 

houses will have to resolve differences between 

their bills to send the President a single welfare 

bill for signature. The House Republican leader­

ship has expressed hopes that Congress will pass 

its welfare bill before the early August recess. 

How Bills Would Cut Children's SSI 

Both bills would deny SSI assistance to 315,000 

low-income children with severe disabilities over 

the next six years by eliminating the individual­

ized functional assessment (IF A). The IF A allows 

disability examiners to decide if the impairment 

significantly interferes with the child's ability to 

do everyday things most children the same age 

can do. 

The IF A has become controversial because crit­

ics claim it allows children to "fake" disabilities­

especiall y emotional and behavioral problems-to 

qualify for benefits. However, none of the various 

studies undertaken has found evidence to support 

allegations of widespread abuse. 

These changes will have a significant impact on 

children with mental and emotional disorders and 

Over, please.~ 



ACTION ALERT ON CHILDREN'S SS! 

on children with more than one impairment (a 

physical disability and a mental disorder, for exam­

ple). However, the children who will lose benefits 

have many different disabilities. Social Security 

Administration data show that a broad range of 

children with severe impairments will no longer 

be eligible if the IF A is eliminated. Eligible chil­

dren who now qualify for benefits through the 

IFA are: 

f • 49% of the children who receive SSI because 

they have mood disorders; 

• 38% of those with pulmonary tuberculosis; 

•_])% of those with mental retardation; 

• 29% of those with developmental disabilities, 

including autism; 

• 29% of those with burns; 

• 22% of those with schizophrenia 

• 25% of those with intercranial injuries; and 

• 22% of those with arthritis. 

The SSI program makes it possible for the low­

tome families of these children to stay together. 

Program Problems Could Be Fixed 

Without Harming So Many Children 

Irresponsible media attention to what turned 

out to be isolated instances of abuse eroded public 

confidence in a program that is a lifeline for one 

third of the 969,000 children with severe disabili­

ties who qualify for SSL But the current proposal 

to tighten children's SSI eligibility rules goes far 

beyond what disability and children's advocates 

believe is necessary to restore public confidence in 

the program. 

Throughout the debate about the children's SSI 

program, Congress heard suggestions about more 

modest ways to address criticisms about SSI and 

save taxpayers money without harming so many 

families. Unfortunately, these alternatives were re-

JULY 11, 1996 

jected. What remains today are extreme proposals 

to reduce spending on the children's SSI program 

by over $8 billion over the next six years. 

JwHATYOUCANDol 

1. Call or to e-mail your members of Congress 

IMMEDIATELY at 202/224-3121. Especially 

call your Senators, because that's where prospects 

are better. Urge them to vote against S 1795/HR 

3507 because: 

+ It will cause more than 300,000 children with 

serious disabilities to lose access to benefits. 

+ Congress could restore public confidence by 

enacting more moderate reforms to reduce any 

fraud or abuse. 

If you use e-mail, you can reach your Senators 

and Representatives through E-mail Congress at 

http:/ /www.infi.net/%7Ebartlett/ email.htm. 

2. Call or e-mail to President Clinton at 

202-456-1111. 

+ Urge him to VETO the welfare bill because it 

makes massive and unnecessary cuts in the chil­

dren's SSI program. 

For e-mail, you can use forms for the President 

on http:! /www.whitehouse.gov or send directly 

to president@whitehouse.gov. 

Spread the Word! 

Please copy and distribute this Action Alert and 

encourage others to call the President and their 

Senators. Families and advocates have a very lim­

ited time to make their voices heard. 

THE TIME TO ACT .IS NOW! 

For more informarion, Rhoda Schulzingcr ar rhe Bazclon Center, 1101 15th Streer NW, #1212, Washington DC 20005; 

202-467-5730; fax 202-223-0409; e-mail HN 1660@handsnct.org; website: htrp://www.bazclon.org/bazclon 
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Welfare Bill Eliminates Benefits to Families of 300,000 Disabled Children 

The Congressional welfare bill would end benefits for the families of over 
300,000 children with serious disabilities who now receive supplemental 
security income (SSI). 

Congress has ignored the facts and moved blindly ahead to cut SSI funding. 
The drive to cut children's SSI has been fueled by widely disseminated media 
reports of fraud and abuse. However, studies by the General Accounting Office 
and a blue-ribbon panel commissioned by Congress have failed to substantiate 
such charges. 

Arguments that SSI only cuts off payments to children with "less severe" 
disabilities are false. In fact, many children with severe impairments whose 
families now r~ceive SSI will no longer be eligible, including: 

38% of those with pulmonary tuberculosis 
33% of those with mental retardation 
29% of those with bums 
24% of those with intercranial injuries 
22% of those with schizophrenia 
22% of those with arthritis 

Such conditions are extremely hard to fake. 

The welfare bill denies benefits to over 300,000 children with disabilities by 
eliminating individualized functional assessments (IFAs). Individualized 
functional assessments allow disability examiners to decide if an impairment 
significantly interferes with a child's ability to do everyday things most children 
the same age can do. 

A self-described pro-family Congress has cynically alleged that current 
assessment procedures encourage parents to coach their children to fake 
disabilities. Again, as the list above shows, eliminating the IF A will cut 
benefits to children with serious, hard-to-fake disabilities. And, again, 
independent reports have failed to substantiated such allegations of parent 
coaching. 

750 First Street, NE 
Washington, DC 20002-4242 
(202) 336 5500 
(202) 336 6123 TDD 
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FROM: 
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SUBJECT: 

FAX FROM OFFICE OF 
SENATOR~OHNBREAUX 

224-4623 
URGENT 

MEMORANDUM 

Bruce Lesley/Graham 
Karen Davenport or Sheila Nix/Kerrey 
Greg Williamsoii/Murray 
Ned McCulloch/Lieberman 
Sue Mabry/Reid 
Barbara Pryor/Rockefeller 
·Grace Reefi'Daschle 
Laird Burnett/Finance 
Chris Jennings/White House 
Rich Tarplin/HHS 
Cynthia Rice (Sen. Breaux) (224-9741) 
July 21, 1996 
Chafee Dear .Colleague and Talking Points 

P.1/4 

Attached is Senator Chafee's Dear Colleague and some talking points for the 
Chafee amendment and against the Roth amendment. Feel free to share. 

Also, the current lineup would have the Chafee vote as #6 of the day and the 
Roth vote as #7. Votes start at 9:30. 

Total pages including this one: 4 
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Talking Points for Chafee Amendment 

We have voted to take Medicaid off the table by dropping the 
Medicaid provisions of thi~ bill. My amendment is necessary to 
maintain curren.t law Medicaid coverage because of the link between 
the Medicaid and Welfare programs. 

My amendment seeks to maintain current law by stating that any 
category of individuals (mothers and children) who meet the 
income and resource standards for cash assistance, will continue to 
be eligible for Medicaid if the states choose to lower their income 
and resource standards for cash assistance. 

Thus,· thos'e who are currently enrolled in the Medicaid program and 
those who will meet the Income and resource standards in 
the future will qualify for Medicaid, provided they are a dependent 

---~-----Child or a single parent. 

.. 

* 

• 

.. 

My amendment also keeps the standard for calculating what is 
included as income for all women and. children under Medicaid. The 
underlying bill lets states count anything they want as income 
including, food stamps, school lunches, and even federal disaster 
relief. 

Talking Points Against the Roth Amendment 

The Roth amendment allows the states to drastically reduce 
Medicaid coverage for all groups of women and children. 

First, it grandfathers indi:viduals who are enrolled in Medicaid at 
time of enactment. There are no protections for those who meet the 
same standard after the bill is enacted. Thus if a single mother 
loses her job after enactment, even though she meets to old 
standards, she and her older children may not be able to qualify for 
insurance coverage under the Medicaid program. 

Second, it strikes the provisions in my amendment that reinstates 
the standards for calculating income. Thus a 7-year-old child with a 
family inco!'fle below the current federal poverty standards will not 
qualify for Medicaid coverage if the state adopts a more restrictive 
income test and includes things such as school lunches or food 
stamps. 

Imposes administrative burdens· en states by requiring them to keep 
a master list of all old AFDC beneficiaries and update periodically. 
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Last week the Senate voted to remove the Medicaid provisions 
from the pending reconciliation bill -- postponing that debate for 
another day. Yet, without a conforming amendment to the welfare 
reform bill, low-income mothers and children will, in fact, lose 
their guarantee to Medicaid coverage. 

·---------- - -On -Tuesday, the Senate will consider two amendments 1ntended 
to resolve this problem -- a Chafee amendment and a Roth 
amendment. 

Senators should be aware that only my amendment makes good on 
our commitment to hold harmless current-law Medicaid eligibility 
standards until the broader question of Medicaid reform can be 
addressed in subsequent legislation. 

By contrast, the Roth amendment would revise eligibility 
standards for certain categories of low-income mothers and 
children age 13 to 18, leaving future beneficiaries without the 
coverage they are guaranteed under current law. The Roth 
amendment also fails to apply current rules governing the 
calculation of income for pregnant women and children of all ages. 
Without the current income methodology, a state could count such 
things as food stamps, school lunch and breakfast programs, end 
federal disaster relief funding in calculating a family's income 
as it pertains to their eligibility for Medicaid. 

In addition, the Roth smendment imposes a tremendous 
administrative burden on the states. Under the Roth proposal, 
states would have to keep a mast.er list of families who were 
eligible for AFDC and Medicaid as of the date of enactment, and 
update to eliminate families that become ineligible because of 
increases in income. 
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In summary, my amendment preserves current Medicaid law. The 
Roth amendment reforms Medicaid through the back door by allowing 
s~ates to· remove Medicaid coverage to not only those families who 
meet current income and resource standards for cash assistance, 
but also by repealing current-law standards for calculating income 
for pregnant women and ch~ldren of all ages. 

I urge you to vote for the Chafee amendment and against the 
Roth amendment. 

Sincerely, 



UPDATE ON MEDICAID PROVISIONS IN WELFARE REFORM 

House Update: The House-passed welfare reform bill included provisions from the Castle­
Tanner welfare compromise that assured that the vast majority of currently eligible Medicaid 
populations would not lose coverage as a result of changes in the welfare system. The 
provisions, which delink the cash payment time limits from eligibility to Medicaid and assure 
that states could not reduce coverage by significantly modifying income and asset criteria. 
These criteria represent a significant victory for the advocates of the Medicaid program. 

The one remaining shortcoming of the House-passed bill's Medicaid provisions relate to how 
the immigration provisions affect Medicaid coverage. Since the House-passed eligibility ban 
on immigrants also applies to the Medicaid program, hundreds of thousands of immigrants -­
including 300,000 children -- would lose Medicaid coverage. As a result, health care 
providers who now serve these patients would either have an added uncompensated care 
burden or would ask state and local governments to help pick up these costs. 

Senate Update: The Senate will amend their version of welfare reform on Tuesday. It is 
expected that amendments that mirror the Medicaid coverage protections included in the 
House will be supported by the majority of the Senate. Even if this occurs, the problematic 
immigration provisions will remain untouched. This is despite the fact that Medicaid patient 
advocates and health care providers (who fear they will lose literally billions of dollars in 
Medicaid reimbursement) will be working to support an amendment that is likely to be 
offered by Senator Kennedy This amendment will delay the Medicaid eligibility ban for two 
years. 

Should the immigration amendment fail, state, county, and local governments (particularly in 
border states) will likely face a huge financial liability related to significantly increasing 
amounts of uncompensated health care. If they don't find a way to finance it, hospitals and 
other health care providers will simply have to absorb costs that may threaten their financial 
viability. 

Updated July 19, 1996 
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.July 17, 1996 

MEMORANDUM 

TO. Leon Panetta 
Harold Ickes ~· 
Bruce Vladeck j) 
Ken Apfel 
Nancy Ann Minn 
Christopher Jennings 
Marilyn Yager 
Rich Tarpalin 
Elana Kagan 

FROM: Larry Gage) /rr 
RE: Welfare H.etorm Legislation 

While we are pleased that the Medicaid r~form legislation will not be 
enacted this year, we are very concerned aqout provisions in the welfare 
reform legislation that will result in the loss of Medicaid coverage for 
significant numbers of low income families. Attached is a letter sent to 
members of Congress from a coalition of hospital and community health 
center providers outlining our concerns with the stand-alone welfare 
legislation. 

We appreciate the strong stand that the Administration has taken over 
lhe last two year$ to ensure that no individu3IS lose the guarantee to 
Medicaid coverage. However, we urge that 3ny waif are reform legislation 
signed by the President not result in the loss of health insurance coverage to 
low income U.S. citizens end logal immigrants. 

If you have any questions about the l.etter, please contact Lynne 
Fagnani at 414-0101. •' 
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American A11oclatlon of Eye and Ear Hospitals 
American Hospital Association 

Association of American Medical Colleges 
American Osteopathic Healthcare Association 

Federation of American Health Sy~tema 
lnterl-lealth 

National AasoGiation of Children's Hospitals 
National Association of Community Health Centers 
National Association of Psychiatric Health SystAm1 

National AHoctatlon of Public Hospitals & Health Systems 
Premier. Inc. 

The Catholic Health Association of the United States 

July 17, 1996 
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As health caro providers caring for millions of Americans in niral end urban areas, we 
ere writing tn expra!IS our concem about certain provisions In the welfare reform legislation that 
the House and Senate are scheduled to consider this week. The provisions concerning legal 
immigrants, coupled with more restn'ctive state welfare eligibility rules that could affect 
Medicaid eligibility, may potentially result In mlllions of U.S. citizens and legal Immigrants losing 
Medicaid coverage. 

1. Mllllons of Children •nd Paremts 011 AFDC Could Lose Their Medicaid Coverage 

Undor current law, low income families which receive welfare are automatically eligible 
for Medicaid. The proposed welfare reform IAOislalion woulct give stares two options for 
rectucing Medicaid coverage: 

(1) by limiting Medicaid to only those individuals eligible for the state's new block 
grant program (for which eligibility criteria Is likely to be more restrictive than the 
current AFDC program); and 

(2) for thostt l:itates wiU1 AFDC income limits which are above the national average 
as of March 1, 1996 (the national average AFDC Income limit for a family of 
three is just 39 percent of the federal poverty level), by requiring Medicaid 
eligibility only for those individual~ m@P.ting tne national average income ana 
resource criteria. 

Up to 1.5 mill/on children and four mllllon parents could lose their Medicaid covorago. 
i 

Lack of health insurance coverage i& a barrier to moving low Income Individuals from welfare to 
work. Studies show that 75 to ea pen.:ttnl or lhe low wage job5 likely to be held by individuals 
on welfare do not provide health insurance. During the welfaro roform debate this past Fall, 
members of Congress stated that they did not want pe0,ple to lose health insuraneo as a result 
of welfare reform. Wo urgo Congress to tnctutla a streamlined hold harmless provision 
which would flQulre stares ro continue Med/csld e/lglb/lity for lrrdlv/duals who would 
have qualified for AFDC under the ellglblllty rulH In e'ffect In 1995. 
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2. Legal Immigrant Provisions Are an Unfunded Mendete on Provldefl and Coulc/ 
Harm U.S. Citizens · 

The legal Immigrant provisions In botn the House and Sensta bills would bar legal 
immigrants from eligibility for Medicaid for five years. After five years. the leglslatlon would 
require deeming until citizenship. If e low income legal immigr8nt is barred from Medicaid or 
deemed out of the program, he or she may have no other means to pay for health care. Most 
low income immigrants cannot atTorct privRtei health ins1,.1ranee. This ls a eo.t •hlft from th• 
feder11I government to fi•te anrl lor:al anr/tfes and providers of care, becausa providers 
will still treat legal immigrants, but in most cases may receive no reimbursement from the 
sponsor or Medicaid reimbursement. And thiG cost shift will disproportionately fall on prt>viders 
in states with large numbi;irs of legal immigrants-states such as Califomi3, Texas, Florida, 
New York, New Jersey, Massachusetts, Pennsylvania. and Illinois. 

These provisions will force hundreds of thousands of legal immigrants off of Medicaid, 
creating a new population of uninsured low income patjonts. Furthermore, the loss of Medicaid 
coverage means that the 1mnunt of prevantiva care provided to legal immigrants will be 
drastically reduced. thereby exposing entire communities to Mmm11niC'.able dicaases while 
increasing the overall C05t of providing necassary care; .. 

' 
Tha dramatic financial impact of the legal immigrant provisions has yet to be evaluated 

by the Congress. For instance, providAr!> could be for~~d to cut back essential services or 
close units that serve their entire communltles--both U.S. citizens and legal immigrants. •· 
Immigrants constitute 30 to 60 percent of the patienl popul1:1tiun of some providers. Therefore. 
wa urge the Con gross to dolay Implementation of the five year ber for two years after tile 
bl/I IS enaeted, and direct tho Gonora/ Accounting Office to study and report on the 
Impact of these pravislons on local governments and hoatth care provldor•. 

• • • 

In eonclusion, these provisions would potentially,1add millions of people to tho ranks of 
the 40 million uninsured Americans. which i11 why we strongly oppose including them in the 
welfare rerorm legislation. We urge the Congress to modify the legislation to avoid eliminating 
Medicaid coverage for many U.S. citizens and legal immigrants, 1:1nd substantially Increasing 
the burden of uncompens3ted carG we provide. -

Sinc~rely, 

The~f.bove-Signed Organizations 
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A Stand-alone Welfare Bill Could Deny Medicaid to Children, Preenant Women 
and Parents 

The Republican leadership now proposes a stand-alone welfare bill as part of 
budget reconciliation, claiming the bill would make no changes to Medicaid. In fact, their 
welfare hill cnuld take away guaralllees of Medicaid coverage from many children and 
women, including those in workinKfamihes. For this truly to be a welfare bill alone and 
not to endanger Medicaid, '·hold harmless" provisions must be added like those in the 
original stand-alone welfare bill when it first passed the House and Senate. 

• Children and parents now receiving AFDC would no longer be guaranteed 
Medicaid The Republican welfare proposal would require states to end welfare for 
certain families but permit states to deny welfare to any family. For example, while the 
proposal requires states to cut families oiT welfare after five years, it permits states to 
enact policies like those proposed by Governor Weld of Massachusetts to end AFDC after 
only 90 days. 

Any family that loses AFDC eligibility as a result of either federally mandated time limits 
or discretionary state actions wouldJpse Medicaid automatically ever:i if Medicaid law is 
unchanged. The only large group guaranteed Medicaid on other grounds would be poor 
children born atler September 30, 1983; they are now 13 or younger. A total of 1.3 million 
other children over age 13 who today receive AFDC could be denied both Medicaid and 
welfare under the welfare bills More than 4 million parents and grandparents who now 
receive AFDC--90% of whom are women--likewise would no longer be guaranteed 
Medicaid coverage. These are some of America's poorest families, commonly with 
incomes below 50% of the federal poveny line. 

Such families are unlikely to find health coverage even if they find work, as low-wage jobs 
rarely offer health benefits. A study of New Jersey's welfare reform program found that 
78% of families leaving welfare got jobs without health coverage. Similarly, a study of 
California's GAI1'r program found that only 28% of those who worked received any health 
benefits from their most recent employer. 

• In addition, Medicaid guarantees would be threatened for many other 
children, pregnant women, and parents, including those in low-wage working 
families. Under current Medicaid law, Af DC provides the basic rules that determine how 
the income and assets of any Medicaid applicant (except a senior or person with 
disabilities) are treated. For example, since the AFDC statute currently disregards certain 
child support payments, they also must be disregarded in deciding Medicaid eligibility for 
children, pregnant women and parents. 

Under the welfare bill, states would receive nearly unlimited power to change these AFDC 
technical rules and thereby deny health coverage to children and families who now are 
guaranteed Medic'1id SJJ~h. changes in AFDC rules could significantly change the. 
Medicaid eligibility rules for over ?.6million Medicaid benefici.ari~s who arc neither ~lderly 
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nor disabled. 18 million of these beneficiaries are children, 62% of whom have working 
parents, according to the GAO. 

• The original welfare bill held Medicaid harmless. A similar approach is needed 
now. UR 4, as passed by the House and Senate before Conference, was a stand-alone 
welfare bill that avoided Medicaid cuts. Under that version of HR 4, all AFDC rules from 
1995 would continue to be used by states in determining Medicaid eligibility This was 
consistent with promises made by the bill's proponents that, even if welfare were taken 
away from mothers and children, health care would not be affected. 

Some state officials claimed this was a clumsy approach that might be difficult to 

administer. However, under a more streamlined version of this approach that adds no 
state administrative costs, Medicaid still could remain guaranteed to children and parents 
with income low enough to receive AfDC under their state's old standards. Moreover, 
under the Republicans' own. Medicaid proposals recently passed by the Commerce and 
Finance Committees, states would use AFDC rules from May 1996 in evaluating the 
income and assets of Medicaid applicants Only if effective "Medicaid hold harmless" 
provisions are added to the welfare bill would it avoid cuts in guaranteed health coverage 
for families and children. 

Failure to include these Medicaid protections will mean that the Republican 
leadership has effectively done through the "hack door" what the President barred 
them from doing dircctly--they will have wiped out the Medicaid guarantee for 
millions of children and low-income parents and guardians. 

2 
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MEDICAID POLICY IN THE CONTEXT OF WELFARE REFORM 

o First and foreinost we will maintain the methodology for determining income and assets. 
Under current law the Medicaid rules for determining income and assets (what is counted, 
whose income and assets are counted, what deductions and exemptions are allowed) are 
found in Title IV -A. This policy would now place these standards in the Medicaid statute 
so that changes in the welfare statute won't effect Medicaid eligibility. 

o \\Th.at this means is that for determining income for any child (under 6) or pregnant 
woman even under 133% of poverty or other children over 6 or non-pregnant women that 
there will be an income standard in place that is the same as under current law. 

o This provision was also in the House passed Republican bilL 

o Second, once these income and asset standards are again in place for determining 
eligibility for the ~'categorically" eligible which include the children up to age 6 and 
pregnant women under 133 percent of poverty, we can now apply these same standards to 
the "non-categorically" eligible older children (as they are phased-in) and parents. 

o We will say that a for determining these non-categorically eligible people that if their 
incom~ as now as been determined for the family because the children are say eligible 
for Medicaid, is less that the AFDC standard which the state had in place as of May I, 
1988, then these people will also continue to receive Medicaid. 

o The States can now raise their previous AFDC income standard and make people eligible 
for Me.dicaid if they want to and they can also lower the AFDC income standard as long 
as it is not below the May I, 1988 level. This is exactly the same flexibility they have 
under current law with regard to Medicaid. 

o We have also kept the one year welfare to work transition as well as the 5 year cut off 
protections so that people won't loose Medicaid because of going back to work or 
because they can't find a job in 5 years. 

o The link from welfare has been severed. The States will now be able to do what.ever they 
want with welfare (within the context of the welfare bill) and not necessarily have to 
provide Medicaid coverage. However, the big key here is that they can't take Medicaid 
away from any person who would've been eligible for Medicai~ but for the change in 
Welfare. 
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I have attached the latest draft HHS suggestions for legislative changes, and yesterday's version 
of Senate language which may change today. When I get a copy of the language being worked 
on by Bridgett Taylor {I expect to get it this morning), I'll send you a copy. 
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MEDICAID ELIGIBILITY UNDER WELFARE REFORM 

o OPIIQN 1-The "freeze" option. 

The first cption (based on Levin language) carries over all current AFDC eligibility rules 
-- definitions of income and assets, d-::>llar thresholds, absence of time limits and other 
kinds of !imits - to Medicaid. Of the two, it is the preferred option as it offers the most 
comprehensive protection of eligibility. 

As originally drafted, (now noted as subparagraph (a) on the attachment), a state's 
Medicaid rules for families with children would be locked into its AFDC plan that was in 
effect June 5, 1996. States would be limited to provisions that were contained in its plan 
at that point. To correct this problem, a new subparagraph (b) has been added to give 
states some flexibility to change standards or methods provided the change is "less 
restrictive." Implementing regulations would define "less restrictive." This additional 
language is based on a proposal from the Center on Budget and Policy Priorities. 

o OPTION 2-The "but-for" option: 

f to t(vti f cop It 
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The "but-for" option (based on Stark language) is less desirable because its protection is 
less comprehensive. 

As originally drafted, this option protected Medicaid only for persons losing cash 
assistance because of time limits. Those losing cash for other reasons, especially non­
pregnant adults, could have still lost Medicaid along with it. In addition, Medicaid 
eligibility methods and standards for families with children. including the poverty-level 
groups, would have been linked to whatever new methods and standards the state devised 
for its new cash program. This is less desirable than OPTION-I because these new 
standards or methods could be more restrictive than current standards and methods. 

The attached language aims to broaden the "but-for" approach to other circumstances 
under which individuals might Jose cash benefits. The language also protects those who 
might fail to qualify because of limits on teen mothers, family caps, or failure to comply 
with various new behavioral requirements. 



• U7/ltS/iltS Ui1!33 "a202 401 7321 HHS ASPE/HP .,._..,. JENNINGS Ill 0031011 

OPTION 1 - "Fneze" Amendment 

Add to section 408(a): 

''(##)(a) CONTINUED ELIGIBILITY FOR CERTAIN ASSISTANCE. -- A State to which a 
grant is made under section 403 shall assure that persons who would have been eligible for aid in 
that State under the plan in effect pursuant to part A of title IV as of June 5, 1996 shall be eligible 
for medical assistance under the State's plan approved under title XIX. 

(b) In applying subparagraph (a), a State may lower its income standards so long as its standards 
are not less than the levels in effect under the State's plan on May 1, 1988, and a State may use 
income and resource standards and methodologies that are less restrictive than the standards t>r 
methodologies used under the State plan referred to under subparagraph (a)." 

OPTION 2 - "But For" Amendment 

Add to section 408( a): 

"(##) CONTThIUED ELIGIBILITY FOR CERTAIN ASSISTANCE. -- A State to which a grant 
is made wider section 403 shall assure that --

(a) Any family that is denied cash assistance because of the prohibitions described in section 
407(e), in paragraphs 2 through 8 ofthis subsection, or subsection (b) or (d) of section 482 shall 
be eligible for medical assistance under the State's plan approved under title XIX. 

(b) Any family that becomes ineligible to receive aid under this part because of hours of or 
income from employment of the parent, having received such aid in at least 3 of the 6 months 
preceding the month in which such eligibility begins, shall remain eligible for medical assistance 
under the State's plan approved under title XIX for an ext($nded period or periods of time as 
provided under title XIX. 

©If a State limits the number of months for which a two-parent family may receive cash 
assistance, the State shall provide medical assistance to all members of the family under the 
State's plan approved under title XIX, without time limitation. 

(d) Any family who becomes ineligible for cash assistance as a result (wholly or partly) of the 
collection of child or spousal support under part D, and who has received such aid in at least 
three of the six months immediately preceding the month in which such ineligibility begins. shall 
be deemed to be a recipient of aid under this part for purposes of title XIX for an additional four 
calendar months beginning with the month in which such ineligibility begins.'' 
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AMENDMENT NO. Calendar No. _ 

Purpose: To continue the eligibility of current recipients of 
AFDC for medicaid. 

IN THE SENATE OF THE UNITED STATE~l04th Cong., 2d. Seee.. 

(no.)_~-

(titl(I) -----~---- -----------

Referred to the Coinmittee on ----------­
and ordered to be printed 

Ordered to lie on the table and to be printed 

AMENDMENT intended to be proposed by 

Viz: 

1 At the eud of chapter l of subtitle A, add the folltl""-

2 mg: 

3 . SEC. Zll 7. CONTINUED APPLICATION OF CURRENT STAND-

4 ARDS UNDER MEDICAID PROGRAM. 

5 {a) IN Gf<~NERA.L.-Title XIX of the Social Seeurity 

6 Act. is amended-

7 (1) by redesignating section 1931 as section 

8 1932; and 

'll0021008 
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l (2) by inserting after section 19:30 the following 

2 new section: 

3 ''CONTINUED APPLICATION -OF CERTAIN i\IETHODOLOOY 

4 AND S'l'AN l)ARDS 

5 "SEC_ 1931. (a) APPLICATION 'ro TIIlS TrrLE.-

6 "(l} IN GEN~R.AL.-For purposes of applying 

7 this title on aud after October 1, 1996, notwith-

8 standing any other provision of' this Act but subjeet 

9 to subsection (b), with respect to a State-

10 "(A} except as provided in subparagraphs 

11 (B) tmd {C), any reference iu this title (or any 

12 other provision of law in relation to the opel'w 

13 ation of this title) to a provision of part A of 

14 title IV, or a State plan under such part, shall 

1 S be considered a reference to such provision or 

· 16 plan as in effect as of May 1, 1996; 

17 ''(B) individual8 shall be deemed to be rew 

18 ceiving aid or assistance under a State plan ap-

19 proved undet" part A of title IV jf they meet--

20 "(i) the income and resource stand-

2 t a.rds, and the methodology for determining 

22 eligibility for assistc1.nce appli(~able under 

23 such plan, as of May 1, 1996; and 

24 "(ii) the eligibility requirements of 

25 such State plan that correspond to the re-

26 quiremcnts of subsections (a), (b), and (c) 
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1 of section 406, section 402{a)(42), and 

2 section 407 of part A of title IV, as such 

3 sections were in effect as of May J., 1996; 

4 and 

5 "(C) any reference in section 1902(a)(5) or 

6 1925 to a State plan approved nnder part A of 

7 title IV shall be deemed to be a. reference to a 

8 State program funded under such part, as m 

9 effect on and after October 1, 1996. 

10 "(2) $1'ATE OPTION FOR LOWEK STANDARDS.-

11 hi applying cla·use (i) of paragraph (l)(B), a State 

12 may lower the income and resouree standards appli-

13 cable under the State plan under part A of title IV 

14 so long a..-> suoh standards are not less than the 

15 standards in effect under the State pla.n under such 

16 part of such title on May 1, 1988. A State may elect 

17 to u.:.-9 l@SS restrictive inC'lme and resoul"('.e standards 

18 or methodologies under such State plan. 

19 "(3) STATE OPTION REGARDING S~P.ARATE 

20 MEDICAID APPl..ilCA'l'ION FOR TEA RECIPIENTS.-ln 

21 the case of an individual who is determined to be eli-

22 gible for temporary employment assistance nuder a 

23 State plan 11ndcr part A of title IV, as in effect. on 

24 and a~er October 11 1996, a State may, at 'its op-

25 tion1 nse such indivldual's application for temporary 

Ill 0071011 
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employment a~sisl<'l.nce to determine such indivicl-

2 nal1s eligibility for medical assistance under the 

3 State plan \tnde1· this title, so long as the eligibility 

4 r1.1lcs1 income and resource standards, and t.he meth-

5 odology for determining eligibility for temporary em-

6 ployment assistance nnder a State plan under part 

7 A of title IV (as so in effect) are not le...<;S restrictive 

8 than the eligibility rules, income and resource stand-

9 ards, and the methodology for determining eligibility 

10 for such assistance, that are described in paragraph 

11 (l)(B). 

12 "(b) APPLICATION TO w AIVERS.-ln the c.-ase of a 

13 waiver of a provision of part A of title IV in effect With 

14 respect to a State as of May 1, 1996, if the waiver affects 

1.5 eligibHity of individuals for medical assistance under- this 

16 title, such waiver may (but need not) continue to be ap-

17 plied, at the option of the State, in relation to this title 

18 after the date the waiver would otherwise expire. If a State 

19 elects not to continue to apply such a wai.ver, then, after 

20 the date or the expiration of the waiver, subsection (a) 

21 shall be applied a.c; if any provisions so waived had not 

22 been waived. 

23 °(c) BUDGET Nt:UTR.Al,ITY.-The provi~ons of sub-

24 seetjon (a)(3) shall not apply with respect t.o a State plau 

25 unde.r this title if the Secretary determines that the a.ppli-

!al 008/011 
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1 cation of such subsection wonld result in an in<:reasc in 

2 the amount. of Fcdcl'"al outlay~ under this title that would, 

3 in the absence of such subseetion, have been tl'-"q>ended.". 

4 (b) PLAN AMENDMEN'l'.-Section 1902(a) of such 

5 Act (42 U.S.C. 1396a(a)) is amended-

6 (1) by striking "and" at the end or paragraph 

7 (61), 

8 (2) by striking the period at the end of para-

9 graph (62) and inserting "; and", and 

IO (3) by inserting after paragraph (62) the fol-

1 l lowing new paragraph: 

12 "(63} provide for administration and deter-

13 minations of eligibility with respect to individuals 

14 who are (or seek to be) eligible for. medical assist-

15 ance based on the application of section 1931.,,. 

16 (c) REPEAL 01<' SUNSET ON TR.ANSl'rION.AL WORK 

17 PROVISlONS.--Subsection (f) of section 1920 of such Aet 

18 (42 U.S.C. 1396r-6(f)) is repealed. 

19 (d) CoNFORMCNG AMENDMENT.-Section 408 of the 

20 Social Security Act, as added by sect.ion 2103(a)(l), is 

21 amended by striking paragraph (12) and inserting the fol· 

22 lowing: 

23 ''(12) MMDIC.AL AS.SI$'rANCE REQUIRED TO IJE 

24 PROVIDED l<'OR 1 YEAR J:<'OK FAMILIES »€COMING lN-

25 ELIGIBJJJ·~ 1''0R ..t\SSIST l\NCI-~ UNDER THlS PA.RT DUE 

iai 009/011 
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l TO INCREASED EARNINGS FROM Bl\IPLonIBNT QR 

2 COLLJo::lCTION 01'' CHILD SUf'PORT.-

3 "(A) IN OliNERAL.-A State to which a 

4 gr-<l.nt is made nnder section 403 shall take such 

5 action as may be necessazy to ensure that, if 

6 any family becomes ineligible to receive n5Sist-· 

7 a.nee under the State program fnnded under 

8 this part as a r~1lt or--
9 "(i) incr-eased earnings from employ-

10 ment; 

11 "(ji) the collection or increased collec· . 

12 tion of child Ol' sponsal supp0rt; or 

13 "(iii) a combination of the matters de-

14 scribed in clauses {i) ~nd (ii), 

15 and such family received sucli assistance in a.t 

16 least 3 of the 6 months immediately preceding 

17 the month in which such ineligibility begins, the 

18 family shall be eligible for medical assistance 

19 under the State's plan approved under title 

20 XIX (or, it" applicable, title A.'V) during the im~ 

21 mediately succeeding 12-month period for so 

22 Jong lLS frunily income {a..c; defined by the State) 1 

23 excluding any refund of Federal income taxes 

24 made by reason of sect.ion :32 of the Internal 

25 Revenue Code of J 986 (relating to earned in-
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come ta."< credit) and any payment made by an 

2 employer ~rnder section 8507 of such f'Mle (re-

3 lating to advance payment of earned income 

4 credit), is less than the pm'l!rty line, and that 

5 the family will be appropriately notified of such 

6 eligibility. 

7 "(B) EXCEPTION.-No medical as~istance 

8 may be provided under subparagraph (A) to 

9 any family that contains an 1ndividnal who has 

I 0 had all or part of any assistance pro'Vlded under 

11 this part withheld, dedu<~ted, or denied as a re-

12 suit of the application of-

13 u(i) a preceding pa~araph of this 

l 4 subsection; or 

15 "(ii) section 407(e)(l )_". 

16 (e) EFFECTIV•~ D.ATE.-·-

17 :lJ IN GEN€RAL.-The amendments made by 

18 subsections (a), (b), and (c) shall apply to medical 

19 assistance furnished for calendar quarters begllming 

20 on or after October I. 1996. 

2! (2) CONFORMING AMENOMENT.-The amend-

22 ment mnde by subsection (d) shall take effect on thf! 

23 date of the enactment. of this Act._ 
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Wisconsin: Medicaid Bacqround & l11ue1 

BACKGROUND: 
The Wisconsin Waiver creates a new health program called "W-2 Health Plan". It ends the 
Medicaid eligibility for: 

• AFDC recipients; 
• Pregnant women below 185% of poverty; 

P.2 

• Children less than 6 below 185% of poverty, and children 6-12 below 100% of poverty. 

W·2 ELIGIBil..ITY: It has three groups of participants: 
1. Families in W~2 welfare (former AFDC): Families must participate~ unless in an 

unsubsidized job 

2. Pregnant women and children less than 6 (former poverty-related eligibles): 
Families with incomes below 165% of poverty, including an assets test but with some 
spend-down. 

3. Poor families: Families with incomes below 165% of poverty, including an assets test 
Excludes: 

Individuals with access to employer-sponsored insurance with at least a SO 
percent premhun contribution in any of the previous 18 months; 

Individuals with a current job that offers employer-sponsored insurance with at 
least a 50 percent premiwn contribution; 

Individuals in a current job for more than 12 months that offers insurance but has 
no employer contribution. 

• No entitlement: There is explicitly "no entitlement or categorical eligibility" for W-2 
Health Plan. Eligibility for W-2 and its Health Plan is enforceable neither at the Federal 
nor the State level. "There is no appeal or review process for the W-2 Health Plan". 

W-2 BENEFITS: 
• Required premiums: All participants must pay premiums, including those formerly 

eligible for Medicaid. For W-2 participants, premiums are deducted from job wages or 
W-2 benefits. For families v.ith income less than 160% of poverty, the premium is $20 
per month; it is increased for families with higher incomes up to 200% of poverty. 

• Scaled-back benefits: "Similar to that offered State employees". Excludes: ••T" or 
treatment for Early and Periodic Screening, Diagnosis and Treatment (EPSDT). Limits 
home health, nursing facility, over-the-coWlter drug, and substance abuse benefits. 

W-2 FINANCING: The Waiver application states, "The fiscal underpinning ofW-2 is the 
flexibility to reallocate funds. Under W-2, it will be necessary to allocate AFDC and Medicaid 
funds to supportive services". This implies that Medicaid money will be used for non-Medicaid 
purposes. 
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ISSUES: 
Problems: There are basically four major problems with the waiver: 

1. No entitlement: This is more radical than even the Republicans' Medicaid bill. It would 
set a precedent for all future Medicaid waivers and national Medicaid reform proposals. 

2. Loss of coverage for poor children and pregnant women: Wisconsin itself assumes 
that only 40% of the poor children and pregnant women who formerly received Medicaid 
wi11 participate in w .. 2 given the premium. Additionally, those pregnant women and 
children between 165% and 185% of poverty immediately lose coverage unless eligible 
through a spenddown. The State itseff anticipates that 60% of poor children and 
women will lose coverage {am getting the numbers]. 

3. Premiums: Because they have proven a significant barrier to participation, Medicaid has 
prohibited state from imposing premiums on poor recipients. HCFA did approve 
Oregon's imposing premiwns on newly eligible participants in its Oregon demonstration, 
but Medicaid-eligible participants were protected. 

4. EPSDT: The repeal of the "T" in this waiver would suggest that it should be repealed 
nationwide. 

Problems with Negotiation: 
There are two ways that these problems can be addressed: 

1. Short-track Medicaid negotiation. Tell the state that we will consider Medicaid 
reforms as presented in the welfare waiver on a slower track than welfare, but only if 
entitlement stays and it's budget neutral. The standard waiver approval period is 120 
days - the negotiations will have to be settled before the election. 

2. Longer-track Medicaid negotiation. Approve the welfare waiver with no Medicaid 
changes, but conunit to reviewing a real Medicaid waiver when the State submits it. This 
would probably push the final action Wltil after the election. 

Problems with short-track: 

• Still linked with the welfare reform: Since the State cannot begin the welfare 
demonstration until the Medicaid piece is resolved, there will be pressure and attention on 
Medicaid. Its resolution will have to happen before the election. 

• Like beginning with a new title: Because there are several bottom lines, not just one, it 
would be lik.e beginning with a new title and having to build back in all of the protections 
that we lose when we abandon Medicaid. Since we will require lots of changes~ the 
President may be accused of agreeing on the Republican concept but disagreeing on the 
details. 

• Consequences of concessions: Whenever we approve this waiver (pre- or po5t~clcction)~ 
we will make major concessions. There will be more concessions if Medicaid remains 
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linked to the welfare waiver. The more concessions, the more at risk we put the entire 
Medicaid program. since there will be Medicaid reform next year anyway, and this will 
set precedents. 

The alternative is that Wisconsin is told that this is a "welfare" waiver, not a "Medicaid" waiver. 
Medicaid does not have to be linked to welfare and thus the welfare recipients should receive 
current law Medicaid. If the State is interested in refonning Medicaid, it should submit an 
application with all of the appr0pdate information and HCFA would be happy to review it. 

The advantages of this approach are: 

• Linking to Medic.Aid rather than W-2 is consistent with "assuranees that workers 
get health care". It is straightforward to say that we all agree that \V-2 recipients should 
receive health care. But that health care has to be Medicaid-with a real guarantee and 
co~1eragc of poor kids - m Wisconsin can come through with a real Medicaid 
demonstration. At that time, we are happy to review it. 

• Why not W-2? It ends guarantees. It reduces coverage for poor kids and pregnant 
women and repeals the real guarantee to a meaningful benefits package. We are "Willing 
to hear an innovative approach, but not one that goes against the President's principles. 

• Can happen tomorrow: If Wisconsin agrees, they can begin their welfare 
demorrstration tomorrow. It disconnects the welfare reform and puts us in a beuer 
position for negotiating on Medicaid since it is no longer linked to a plan the President 
has supported. 

I guess it all depends on how many concessions you think that the State will make. If they will 
make the several changes that we want, then we can move on the shorter track. However, if there 
is any doubt, it puts the President at risk of either appearing to be an obstructionist (by trying to 
negotiating our issues) or accepting a bad proposal that goes back on his principle of Medicaid 
guarantees. Given the great position that Wisconsin is in right now~ and given Tommy 
Thompson's involvment, they a.t'e not likely going to want to give up lllything. 
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Possible talking points. 
• CONTRADICTS PRESIDENT'S POSITION TO PROTECT MEDICAID 

o Reduces Health Care Coverage of Poor Children and Pregnant Women: The 
Wisconsin "welfare waiver" denies Medicaid's guaranteed coverage to poor 
children and pregnant women - even though they do not receive welfare. They 
would be obliged to pay premiums, and even the State thinks that only 40% of 
them will do it. This means that x Wisconsin women and children will lose 
coverage. 

o No Guaranteed Coverage: The Wisconsin Waiver absolves both the Federal irul 
State governments• legal responsibility to ensure that families receive health care. 

Even when Wisconsin families are eligible, the State has no legal 
obligation to provide them with health care - making this fundamentally 
different than Medicaid. 

o Block Grants Spending: The Wisconsin Waiver claims that it needs Medicaid 
funding to cover supportive services. 

Medicaid is tax-payer supported program for health care for low-income 
families - not a revenue source for States to pursue unrelated programs. 

• MORE RADICAL THAN THE CONGRESSIONAL REPUBLICANS' BILL: The 
W-2 Health Plan is more extreme than even the Republican Medicaid bill that was 
recently marked up by the Commerce Conunittee. 

o Republicans included a State.right of action - the Wisconsin Waiver does not. 

o Republicans prohibit States from imposing premiums on guaranteed populations 
--the Wisconsin Waiver does not. 

• WELFARE AND MEDICAID REFORM DO NOT NEED TO BE LINKED: 

o The President and the Democratic Governors have strongly opposed Republican 
attempts to overhaul Medicaid in the name of Welfare reform. On May 297 

Governors Miller, Carper, Chiles and Romer wrote: "Let us be clear, however, 
that although we agree that welfare and Medicaid are inextricably linked in 
practice, we cannot agree to a legislative strategy that insists that they be united." 

o The President has approved 38 welfare refonn waivers~ none of which found it 
necessary to end Medicaid guarantees in order to fix welfare. 
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The Honorable Newt Gingrich 
Speaker of the House 
U.S. House of Representatives 
Theu~itol 
W~n,DC20Sl~ 

June 13, 1996 

The Honorable T.rmt Lott 
Scmat~ Majority ~ef" 
United States Senate 
lbcCapitol 
Wa.shiJJ:gr.ofi. DC 20510 

As the House begins to move forward in our promise to balaoa the federal budget and 
contain the escalatmg costs Of CJ1rir1em=t prngiams, WC strougiy believe it is m the bCSl fnr.ecest 
of die American people lO send the W elfire h.fo.rm bill to the President separate from ·la'/ other 
legislation. including Medicaid R!omi. 

Republicans and Danocrats. gcn.'CnlOt'S and ler)siatnra have cvecwhclmingly ~an 
the inuncdia:e need to pus wd&re n:fiJim into law so that people can begin to lift themseJvm out 

of a cycle of perpetual dependcm;y and into the woMorcz.. This ref'Ollll is aiiiGa1 i~ 5iJ.\'i.og the 
ch)Jdren being raised in thew~ st21e and to briD&ing n:liefto b.ud-wodcing Americms who.so 
tax dollars fund tbi~ dependency. 

Wcl13re R.efonn is~ too impoftmlt.~ risk deftat due to its coime=cion with odiec 
legislation that may not be~ ovet"lllllolminsly sa.spported. For those who do not support Ra! 
Welfaic'lu:fo""7 there 5hould be !lOWhere to run to aod nowhere to hide. 

We stand ready to wodr. with you to CUSlJR dist tho Pn::sid=t is given !'he dwlce to sign 
or veio a separate Welfare Reform biD. 

Sincerely, . 


