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MEMORANDUM 

October 28, 1996 

Treasury Department1s Monthly Report Shows Improvement in the Status of the . 
Medicare HI Trust Fund 

Earlier today (Monday), the Treasury Department released their monthly report on the 
financial status of the Medicare HI Trust Fund. In short,, the Department concluded that the 
status of the Trust Fund for the month of September is about $4 billion better than what was 
previously projected for this time period by the Medicare .Trustees in June, and $3.2 billion 
better that what we projected it would be in the mid-session review in August. 

It remains unclear exactly why the Trust Fund projections have declined so much and we are 
still reviewing the reasons behind it. It is likely to be related to a late provider payment in 
August that reduced the September liability, decreases in health care inflation and increases in 
employment -~ and thus increases in Medicare payroll ~9ntributions. Ha~ing said this, 
there Is still an operating deftclt of $4.2 billion -- greater than any deficit In · 
recent years. 

The Republicans on the Hill are trying to use this report· to bolster their position that the Tru~t 
Fund is getting worse every day and we have done nothing to ''save11 it. Although the press 
will inevitably use this as another excuse to hit us a bit/the print media (NY Times, USA 
Today, and Washington Post) seem to be mostly reporting that the real news the Republicans 
ai:e ignoring is that the Trust Fund seems to be improving. 

Our position on the release of this and every monthly Trust Fund report is that no one should 
read too much into these reports. And no one should use them in an attempt to needlessly 
scare the elderly into believing that bankruptcy is imminent. With over Sl2S billion··in:·:· -
surplus, it is simply not the case. Monthly reports repre's~nt little more th~n a picture in time 
and frequently do not ·reflect overall trends. [More to the point, in the absence of Medicare 
reforms, the Trust Fund will always -- over time· -- get worse; as such, we have chosen to 
downplay even good news .reports]. 

Attached is a one page set of talking points for your use.· Please don't hesitate to call us at 
4S6-SS60 with any questions. 

I· 
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STATUS OF THE HOSPITAL INSURANCE TRUST FUND 

In September 1996, the Medicare Hospital Insurance (HI) Trust Fund fared 
better than projected. 

• The September Monthly Treasury Statement shows that the HI trust fund 
is about $4 billion better off than projections by the Medicare Trustees 
(June) and $3.2 billion better off than estimates by O:MB in its Mid­
Session Review (August). 

:i' 

In no way should this information be used to '§.care Medicare's 38 mllllon 
elderly and disabled Into thlnkJng that Medicare will not pay their claims. 

~ i 
• Over $125 billion remains in the Trust Fund. There is no imminent 

danger that claims will not be paid. 
'l''' 
: ! ~· 

:; )~ 

Although the report is encouraging, it does no,t reduce the need to work 
together on a bipartisan basis to strengthen the Medicare Trust Fund. 

' 
From the start, President Cllnton has taken a~tion to streng~hen the 
Medicare trust fund. ': · . 

:'i 

• The President's 1993 Economic Plan extended the life of the Trust fund 
by 3 years -- without a single Republican, vote. 

• The President's balanced budget guarantee~1 the life of the Medicare trust 
fund for at least a decade from today. : \ 

• The President's proposed Medicare reform~· give beneficiaries more 
choices among private health plans, provide more preventive health care 
benefits, attack fraud and abuse, and cut t~.e growth of provider payments 
without raising the Part B premium to 25 percent of program costs. 

< .. 

Q. What are the reasons behind this decline? 
[USE ONLY IF PRESSED] 

. . .!~ 
A. The reasons for the Trust Fund's improved. status are unclear but are likely 

related to the improved economy and the dverall reductions in medical 
inflation -- still we are reviewing all pos~.ible reasons]. 

,f! 



MEMORANDUM 

September 25, 1996 

TO: Distribution 

FROM: Chris Jennings and Jen Klein 

SUBJ: Monthly Report on State of Medicare Trust Fund 

The Department of the Treasury released a monthly report on the state of the Medicare Trust 
Fund. As expected, outlays exceeded revenues by Jbout $3.3 billion. Republicans, 
particularly Ways & Means Subcommittee Chairman Thomas, may try to use these numbers 
to allege our mismanagement of the Trust Fund. Although we have not received any specific 
criticisms since the release of the report, this issue may be raised during the Presidential 
dclx1tcs. 

Suggested talking points arc attached. Please note that the talking points mirror our response 
to similar criticisms in the past. 

We hope that you find this information helpful. If you have any questions, please call us. 
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STATUS OF HOSPITAL INSURANCE TRUST FUND 

As anticipated, the Medicare Hospital Insurance (HI) trust fund 
experienced a cash-flow deficit in august 1996. 

"' The August Monthly Treasury Statement shows that the HI trust fund had 
total income of $8. '1 oillion and total expenditures of $11.4 billion, for a deficit 
of S3.3 billion. 

The status of the HI trust fund balance is in line with the estimates 
released in this year's Trustees Report and the Mid-Session Review. 

In no way should this information be used to scare seniors and the 
disabled into thinking that Medicare will not pay their claims. 

• Over $123 billion remains in the Trust Fund. There is no imminent danger 
that claims will not be paid. 

From the start, President Clinton has taken action to strengthen the 
Medicare trust fund. 

• The President's 1993 Economic Plan extended the life of the Trust Fund by 3 
years -- without a single Republican vote. 

• The President's balanced budget guarantees the life of the Medicare trust 
fund for at least a decade. 

• The President's proposed Medicare reforms give seniors more choices 
among private health plans, attack fraud and abuse, cut the growth of 
provider payments while holding the Part 8 premium to 25 percent of 
program costs. 



FOR INTERNAL USE ONLY 

Monthly Status of Hospital Insurance Trust Fund, FYs 95 and 96 

FY 95 Su rpll.J s/D~fic it HIFurid . I FY 96 [ Surplus/Deficit> _HIFqfrd, 

October -0.260 129 3 October i -1 917 127.6 
I 
I 

November -0.718 128 6 November 
I 

-1 236 ·126.4 I 

December 4.266 132 8 December 3 900 ·130.3 

January 0.577 1334 January -0.614 ·129.7 

February -1. 399 132.0 February -3 151 126 5 

March -2.601 129.4 March -1.230 ·1253 

April 4.167 133 6 April 4.685 '130 0 

May -2.670 130 9 May -6.612 '123 3 

June 3.559 134.5 June 6 766 -130 1 

July -0.683 133 8 July -3.290 126.8 

August -3. 153 130 6 August -3 289 '123 5 

September -1.121 129.5 September 

Cumulative -0.036 Cumulative -5.988 

Total Total 
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MEDICARE TRUST FUND TALKING POINTS 
June 3, 1996 

UPCOMING MEDICARE TRUSTEES' REPORT CAN ONLY CONFIRM WHAT WE 
ALREADY KNOW -- REPUBLICANS SHOULD ACCEPT PRESIDENT CLINTON'S CALL 
TO BAIANCE IBE BUDGET AND STRENGTHEN THE MEDICARE TRUST FUND. 

• As CBO said in its April 30th Hill testimony, " ... the projected date of insolvency should 
be viewed not as telling us something new, but confirming what we already know." 

WE WELCOME REPUBLICANS' CONCERN ABOUT THE TRUST FUND, BUT WNG 
BEFORE THEY STARTED TALKING ABOUT THE PROBLEM, THE PRESIDENT WAS 
ACTING TO ADDRESS IT. 

• The President's 1993 Economic Plan extended the life of the Trust Fund by 3 years --

···-------· with!J~t_!!_ single Republican vote. 1 

• The President's Health Care Reform Plan would have extended the life of the Trust Fund 
by another 5 years. 

THE PRESIDENT'S BAIANCED BUDGET GUARANTEES THE LIFE OF THE TRUST 
FUND FOR A DECADE -- THE SAME AS THE SENATE REPUBLICAN BUDGET 

• In a May 9th letter, June O'Neill states that "CBO estimates that the Administration's 
proposals would postpone [the insolvency] date to 2005." 

ACTION IS NEEDED -- BUT THE ONLY CAUSE FOR AIARM IS THE REPUBLICANS' 
REFUSAL TO MEET- WITH. THE PRESIDENT ON BUDGET AND MEDICARE ISSUES . .. 

~ . .- . "' .. 
• The need for resi)onsible intervention in improve the Trust Fund is real. The 

President's plan addresses this need in a responsible way, without imposing devastating 
provider cuts, increasing beneficiary costs, or enacting structural changes that hurt the 
program and the people it serves. 

• Over $125 billion remains in the Trust Fund. While incoming r<1venues.are, ~ewhat. _ . · 
less than outgoing payments, the current balance in the Trust Fund means that there is 
absolutely no danger that claims will not be paid. 

• Reports should not be used irresponsibly. The upcoming Trust Fund report 
should not be used to recklessly frighten the 37 million Medicare beneficiaries and their 
families into thinking that their benefits are in imminent danger. They simply are not. 

IT IS TIME TO PUT PARTISAN DIFFERENCES ASIDE AND AGREE ON THE COMMON 
MEDICARE SAVINGS BOTH REPUBLICAN AND DEMOCRATIC PROPOSALS HA VE. 

• We have tens of billions of dollars in common Medicare savings that we could agree on 
tomorrow to strengthen the Trust Fund. All the Republicans need do is set aside their 
structural changes that would segment the wealthy aJJd healthy from other beneficiaries 
and cause Medicare to "whither on the vine." (E.G., the Republican Medical Savings 
Account would actually weaken the Mcdica_rc Trust Fund, as it would cost $4 billion.) 



., . .. __ ... 

Honorable J. James Ex.on 
.. Ranking Minority Member 

-~'.-- -COrnmiftCCOii the Budget 
==-united S1ates Senate 

Washington, D.C. 20510 

. ... · 

May9, 1996 

At. your rcqncst, the Congtcssional Budoooet Office (CBO) bas exmxrinf'-0 the effects of the 
Administmiotfs budgctmy propoS3lS 0n the Hospitll Insurance (Ill)-Unst fund. Undet 
current law, the HI trust find is projected to become insolvent in 2001. -CBO estimates that 
the .Administiation.~ proposals would postponc1his date to 2005. 

- ~: .... .. 

cc: Honorable Pete v _ Domenici 
Olairman 

Sincerely, 

q_.,f. f14 
quncE.. O'Neill 

·.-.I 
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·'·":'(fim HOME HEALTH TRANSFER AND THE MEDICARE TRUST FUND: THE FACTS 
June 3, 1996 

DRAFT 
FALSE CIAIM: Without its home health transfer gimmick, the President's budget only extends the life 

of the Trust Fund by one year. 
I 

TIIEFACTS: Not True. 

1. The President's balanced budget guarantees the life of the Medicare Trust Fund for ~ 
decade -- the same as the Senate Republican budget. The Congressional Budget Office 
projects that the President's Medicare reforms would extend the life of the Medicare Trust Fund 
to 2005. The reforms build on the President's 1993 deficit reduction plan, which extended the 
life of the Trust Fund by 3 years -- without a single Republican vote. 

_____ . · ___ l..__ The President's budget strengthens the Trust Fund by: 

a. Reducing provider payments; and 

b. Restoring the pre-1980 law on Part A home health benefits -- This is NOT a 
gimmick: 

• Prior to 1980, home health care services unrelated to hospital stays were not financed 
by the Hospital Insurance (Part A) Program. Only the first tbO home visits after a· 
three-day hospital stay were financed under Part A All other visits were financed by 
Part B. This is because Medicare Part A was intended to finance costs related to 
hospital stays. 

• In 1980, the"l~w was changed and nearly all home health costs were shifted to Part A 

• The President's proposal simply restores the pre-1980 law because home health care 
expenditures unrelated to hospital stays should not be financed by the Part A Trust 
Fund. Shifting home health spending unrelated to hospitalization back to the Part B 
programs helps extend the life of the Medicare Part A Trust Fund. (This shift will not 
affect the Part B premiums, coinsurance or deductibles.) · · ·· 

3. REPUBLICANS ARE BEING HYPOCRITICAL: The 1995 House Republican budget also 
shifted some home health costs from Part A to Part B. The House-passed Republican 
reconciliation bill also transferred certain home health care expenditures from Part A to Part B -
- similar to the proposal in the President's balanced budget. So if Republicans say it's a gimmick, 
it's a gimmick every Republican ·in the House voted for. 

I 

4. President Clinton's budget extends the life of the Trust Fund as long as the Senate 
Republican budget, but without their $167 billion Medicare cut and without their damaging 
structural changes. The President's balanced budget proves the Republican $167 billion 
Medicare cut and damaging structural changes are not necessary to balance the budget and 
strengthen the Trust Fund for a decade. 
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REPUBLICAN Bui>GET.sTILL·TIIREATENs ME0100E~/s~;i1,:>:~;:·:~~;~·#:~~;~~~%i.~*~~,'.-(>, .. 
June 3, 1996 -

'Wo, we don't get rid of it in round one because we don't think it's politically smart. •.. 
But we believe it's going to wither on the vine" - Newt Gingrich, 10124/95 

IBPUBUCANS SI'ILL INSISf ON. EXCESSIVE MEDICARE curs TIIAT WOULD MOVE 
dEDICARETOWARD SECOND CIASS HEALTH CARE. The Republican budget reduces Medicare 
pending by $167 billion--:- $51 billion or 44% more than CBO scored the President's balanced budget They 
-ould use savings from cutting corporate subsidies and closing tax loopholes to reduce their Medicare cuts -- but 
nstead they use these savings to fund capital gains and other tax cuts for the wealthy. 

NHILE HOUSE REPUBLICANS HA VE FINALLY AGREED NOT TO RAISE MEDICARE 
>REMJUMS, THEY HA VE NOT WWERED THEIR TOTAL CUTS. Rather than raising costs on 
ieneficiaries directly they now do it indirectly through even deeper cuts in payments to the hospitals and home 
tealth providers that serve beneficiaries, jeopardizing quality and ac.cess to health services. 

Extreme Cuts Threaten Viability of Many Hospitals. Their $167 billion a.it could mean hospitals get lower 
__ .. ,_'P_!r!lle_!l!_S _t~~-~i:row than today -- even in nominal terms -- and will result in .cost~hifting,, undeni:line quality, 
=:=::::_::..:_an~~eaten·the-financial viability of many rural and urban hospitals. According to the American Hospital 

Association, nearly 700 hospitals derive two-thirds or more of net patient revenues from Medicare & Medicaid. 

American Hospital Association and National Association of Children's Hospitals are "gravely concerned 
about the level of reductions proposed" by Republicans in Medicare and Medicaid. [May 10, 19% letter to 
Chairmen Roth, Archer, and Blilcy from ten hospital a<>sociation.<>.] 

.fORE THAN DOLLARS ARE AT SfAKE -- THEIR DAMAGING SfRUCTURAL CHANGES 
VOULD FORCE MEDICARE TO "WITHER ON THE VINE." The Republican budget still contains the 
.amaging structural changes that President Clinton vetoed last year. These changes would segment the Medicare 
-0pulation, leaving the traditional program with fewer dollars and sicker beneficiaries. 

MEDICAL SAVINGS ACCO_UN~ (MSAs). Republicans insist on the immediate adoption of untested 
changes to the Medicare progta(p~~uch as MSAs, that appeal to the healthiest and wealthiest beneficiaries, 
leaving the sickest and most rostly beneficiaries in a weakened fee-for-service program. CBO projects that 
MSAs will increase Medicare costs by more than $4 billion over seven years. 

New York Times fll/18195): "A hallmark of the !Republican] Medicare legislation is the encouragement of 
private health plans .... But many experts fear a balkanization of healthy and sick .... lf some experts worry 
that managed care plans would skim healthy recipients from the conventional Medicare program:;: ii1any of 
the large plans are concerned that the healthy would be skimmed from th~m b/medical saviiigs accounts." 

OVER-CHARGING IN PRJVATE PLANS. Republican proposals permit physicians to charge 
beneficiaries extra -- through "balance billing" -- in private Medicare plans, increasing out-of-pocket 
costs for beneficiaries and slowly draining the fee-for-service system of both doctors and dollars. 

HARD SPENDING CAP. Republicans impose a hard cap on Medicare spending. If costs increase faster 
than projected, spending would no longer keep up -- leading to cuts exceeding $167 billion. 

Wall Street Journal: "Republicans also would apply a C<Ip to these services. lf health-care costs rose 
faster than the GOP budget allots, doctors, hospitals and other providers would have to absorb the losses. 
J7w1, in tum, could come back tu bite the beneficiaries." [ 12/27/'hl 

Pl{ESIDENT CLINTON'S BUDGET SHOWS THAT THEIH DEEP CUTS AND DAMAGING 
SrlHJCTURAL CHANGES ARE NOT NECESSARY TO BALANCE THE BUDGET AND 
GUARANTEE THC LIFC OF THE MEDICARE TRUST FUND FOR 10 YEARS. 



KEY REPUBLICAN QUOTES ON MEDICARE 

Senator Bob Dole: "I was there, fighting the fight, one of twelve, voting 
against Medicare in 1965 ... because we knew it wouldn't work." 

-------- -

American Conseivative Union Speech 
10/24/95 

Speaker Newt Gingrich: "No, we don't get rid of it in round one because we 
don't think it's politically smart ..... But we believe it's going to wither on the 
vine." 

Blue Cross/Blue Shield Association Speech 
10/24/95 

Senator D'Amato: "If I had my druthers ... I would have said to my 
distinguished colleagues, both in the House and in the Senate, 'Don't link this 
business of tax cuts with fixing this badly flawed system. Put it aside. 

Senate Finance Committee 
09126195 



For Immediate Release 

TIIE WHITE HOUSE 

Office of the Press Secretary 

STATEMENT BY DR. IAURA D'ANDREA TYSON 
NATIONAL ECONOMIC ADVISER 

June 2, 1996 

. I , . 

Rather than joining President Clinton in passing common savings in Medicare· to strengthen 
the Trust Fund and balance the budget, Speaker Gingrich has chosen to reargue and defend the 
extreme Medicare cuts and policies in tne Republican Reconciliation bill that President Clinton 
already vetoed and the American people soundly rejected. 

Speaker Gingrich should drop the political attacks and look at the facts. He should go back 
and listen to the many voices that agree that the Republican Medicare cuts and damaging structural 
changes would -- in his own words -- cause Medicare to "whither on the vine:" 

• "We think that cuts of this magnitude call into question our ability to provide the 
world class medical care." [American Academy of Physicians, October 5, 1995) 

• "This Icgislation .. .is not in the best interest of patients, communities, and the men 
and women who care for them .... the reductions in the conference report will 
jeopardize the ability of hospitals and health systems to deliver quality care, not just 
to those'·who r~ly on Medicare and Medicaid, but to all Americans." [America Hospital 
Association, OithQliC Health Association, and Voluntary Hospitals of America, and State Hospital 
Associations from 47 states, November 17, 1995] 

• "Four hundred billion dollars in cuts from these two major health care programs that 
serve older and low-income Americans do not meet the fairness test. Reductions in 
Medicare called for in the conference report are much more than is necessary to keep 
the program solvent into the next decade." [American Association of Retired Persons 
{AARP), November 16, 1995.) 

Even under the current Republican plan, Medicare spending would still be cut by $167 
billion -- $51 billion or 44% more than CBO scored the President's balanced budget. Their new 
plan maintains the damaging structural changes in their reconciliation bill that would segment the 
Medicare population and leave the traditional program with fewer dollars and a sicker pool of 
beneficiaries. 

• "It's impact on hospitals appears worse .... We arc gravely concerned about the level 
of reductions proposed" by Republicans in Medicare and Medicaid. (American Hospital 
Association, Federation of American Health Systems, Catholic Health Association, and 7 other 
national hospital associations, May 10, 1996.] 

-30-30-30-
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URGENT 
EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

Washington, D.C. 20503-0001 

LRM N0:4648 

FILE NO: 765 

116196 
LEGISLATIVE REFERRAL MEMORANDUM Total Page(s): 1 

TO: Legislative Liaison Officer - See Distribution below: 

FROM: Janet FORSGREN _ll-i_t-l_ -.::fa\~}\f-~\_Q9r) Assistant Director for Legislative Reference 

OMB CONTACT: Robert PELLICCI 395-4871 legls'lttlve Assistant's Line: 395-7362 
C•US, A.,TELEMAIL. P=GOV+EOP, O=OMB; OU1•LRO, Sc:PELLICCI, G=ROBERT,'l=J 
pelllccl_r@a1.eop.gov 

SUBJECT: HHS Proposed Testimony on the financial stat~s of the Medicare trust funds 
I 

,, 
DEADLINE: 4:30 p.m. Wednesday, June 05,1996 

In accordance with OMB Circular A-19, OMB requests the views of your agency on the above subject before 
advising on Its relatlonshlp to the program of the President. 

Please advise us If this item will affect direct spending or receipts for purposes of the 
"Pay-As-You-Go" provisions of Title XIII of the Omnibus Budget Reconclliation Act of 1890. 

COMMENTS: Hearing is tomorrow morning. June 6th, before the House Committee on Ways and Means. 
Unless we hesr from you by the deadline, your concurrence will be assumed. 

DISTRIBUTION LIST: 
AGENCIES: 62-LABOR - Robert A. Shapiro - 202219820( 

76-Natlonal Economic Council - Sonyie Matthaws - 2024562174 
110-Soclal Security Administration - Judy Chesser - 2024827148 
118-TREASURY - Richard S. Carro· 2026221146 

EOP: Nancy-Ann Min · 
Chris Jennings 
Gene Sperling 
Jennifer Klein 
Janet Murguia 
Joe Minarik 
Barry Clendenin 
Mark Miller 
Carole Kitti 
Keith Fontenot 
Justine Rodriquez 
Elena Kagan 
Allison Eydt 
Lisa Kountoupes :\ 
Allee Shuffield 
Mark Mazur 
Jim Murr 
Janet Forsgren 
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RESPONSE TO 
LEGISLATIVE REFERRAL 

MEMORANDUM 

LRM NO: 

FILE NO: 

P. 8/13 

4648 

766 

If your response to this request for views Is shon (e.g., concur/no comment), we prefer that you respond by e-mail or 
by faxing us this response sheet. 

If the response Is shon and you prefer to can, please call the branch-wide tine shown below (NOT the analyst's line) 
to leave a message with a leglslatlve assistant. 
You may also respond by: 

(1) calling the analysVattorney's direct line (you will be connected to voice mail if the analyst does not answer); or 
(2) sending us a memo or letter 

Please include the LRM number shown above. and the subject shown below. 

TO: Robert PELLICCI 395-4871 
Office of Management and Budget 
Fax Number: 395-6148 

: J \ 

Branch-Wide Line (to reach legislative as~istant): 395· 7362 

FROM: ------------------ (Date) 

(Name) 

------------------ (Agency) 

------------------ (Telephone) 

SUBJECT: HHS Proposed Testimony on the financi1;1Lstatus of the Medicare trust funds 

The following Is the response of our agency to your request for views on the above-captioned subject: 

___ Concur 

___ No Objection 

___ No Comment 

___ See proposed edlts on pages ___ _ 

___ Other: ------------

___ FAX RETURN of __ pages. attached to ~!'lis response sheet 
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DRAFT STATEMENT OF SECRETARY SHAI..ALA 
before the Committee on Ways and Means 
June 6, 1996 

Mr.· Chairman, Members of the Committee, thank you for the 
opportunity to addreaa the Committee on the 1996 Annual Report of 
the Board of Trustees of the Federal Hospital Insurance (HI) 
Trust Fund and Supplementary Medical Insurance (SMI) Trust Fund. 
Each·apring, the Medicare Trustees submit their annual report on 
the status of the Trust Funds to Congress. The report, which 
waa released yesterday, projected that under intermediate 
as•umptiona the HI Trust Fund would be depleted in 200l. 

We should be careful not to alarm our Medicare beneficiaries. 
The Trust Fund contained nearly $130 billion in assets at the end 
of lj95. The balance ia currently near an all-time high, and 
there ia no imminent danger that claims will not be paid. There 
is time for us to act but let me emphasize that we must act now 
to ensure the solvency of the Hl Trust Fund. We are hopeful that 
we cen find common ground with thi• Committee and with the 
Congress on Medicare reforms that will strengthen the HI Trust 
Fund in the short-term, and provide u5 with sufficient time to. 
carefully consider approaches to preserving the fund's long-term 
solvency. • 
Let me remind you that this report i~'-1consistent with our three 
previous reports. In fact, over the 2past 15 years, the Trustees 
have projected th• date of insolvency· to be anywhere from 1987 to 
2005, and each year they recommended -that Congress take action to 
protect the HI Trust Fund. Each time;_ the Congress and the 
Exeeutive branch have always been able to respond to short-term 
challenges, improve the short-term longevity of the HI Trust 
Fund, and ensure continued Medicare PfOtection for benef ici.aries. 

summary of the 1996 Reoort and Recommendations. 

Let me begin by describing the HI Trust Fund and the services it 
supporte for Medicare beneficiaries. The Hl Trust Fund pays for 
inpatient hospital care, as well a1 expenditures for home health 
servicea, skilled nursing care, and h,ospiee care. In 1995, the 
HI Trust F'und paid for $116. 4 billion;. ;in services for 33 million 
aged and 4 million disabled benefieia~ries. 

The HI Trust Fund 11 financed primari~y by payroll taxea. 
Employe@s contribute 1.45 percent of wage&, and there is a 
matching contribution by employer&. Self-employed individuals 
contribute 2.9 percent of eelf-employqlent income. OBRA 93 · 
removed the ceiling on the amou.nt of earn1ngs that are .. taxable; 
consequently, th11 tax appliea to all ·earnings. The Trust Fund 
al•o receives income from interest earnings on i~a aa•ets, 
revenue from taxation of Social Security benefits, and income 
from miscellaneous sources. 

\.jf 
:~ 
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Supplemental Medical Insu~anc@ (SMI) or Part B eovere physician 
services, along with outpatient hospital services, laboratory 
services and durable medical equipment. The SMI trust fund is 
financed by general revenues and premiums paid by enrollees and 
it eovers Part B service6. Part B premiums are deducted directly 
out of the mon~hly checks of Social Security beneficiaries. In 
1996, premiums are $42.50 per month.~ 

While SMI or Part B growth affeet1 th~ federal budget deficit, 
unlike the HI Trust Fund, the SMI Trust Fund could never become 
insolvent. In the 1996 report, the Medicare Trustees note that 
the financing establ iahed for the SM~,· program for calendar ye'ar 
1996 is estimated to be sufficient to cover program expenditures 
and preserve an adequate contingency reserve. However, the 
Trustee• have expressed concern for the financial adequacy of the 
SM! Trust Fund. The financial adequacy of the SMI Trust Fund is 
expressed as the extent to which it• &••ets exceed its liabilites 
for that year. Under intermediate a••umptiona by December 1996, 
assets would exceed liabilitiAa by a~out 25 percent of the 
following year's outlays. ~< 

t ~ 
Medicare Trust Fund expenditurea are -~driven by increases in 
enrollment, the complexity of medic::al•erviees, and health care 
inflation generally. In the future, {'.!rust F'und expenditures are 
projected to rise more rapidly than Trust Fund revenues. 
Anticipated increases in the number and complexity of medieal 
services are expected to continue to;reeult in expenditure growth 
rates in excess of payroll growth. s·eginning in 2010, the' 
demographic shift that will occur with the retirement of the baby 
boom generation is projeeted to drive the expected imbalance . 
between expenditures and revenues. After that point, a larger 
proportion of our population will be eligible for Medicare, and a 
correspondingly smaller percentage will be paying the taxes that 
1upport the Trust Pund. Over the 75 year long-range projection 
period, trust fund income as a percent of taxable payroll remains 
relatively level, while the expendit4re rate rises steadily. 

··.: ~ 

'• 

The 1996 Trustee& Report- projects abC?,ut S years of HI Trust Fund 
eolvency. Unless the Congress acts, ;the HI Trust Fund will be 
exhau1ted in 2001 using the Trustees•' intermedi·ate assumptions. 
These intermed1ate assumptions represent the Trustees' be•t 
estimate of the expected future economic and demographic trends 
that will aftec:t the financial status of the HI Truat Jl'und, 

' 
There are several reasons why the 1996 projection differs from 
the 1995 projection. Firat, actual 1995 Trust Fund experience 
was somewhat worse than expected, and three main factors, 
involving Trust Fund expenditures, Trust Fund income, and 
economic assumptions, contributed to this estimating variation. 

(1) Ac:tual eX:penditures were 3.{;percent greater than the 
Trueteea had projected laet year~ primarily because hogpital 
patients were somewhat sicker a~d more costly, and because 
hoepicala billed Medicare m~re r~pidly in 1995 than we had 
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(2) Income to the Tru1t Fund was! 1. 2 percent lower than 
projected, primarily because of ·slower than expected wage 
growth and because of our lack of experience in estimating 
the income resulti~g from the payroll tax changes made in 
OBR.A 1993. 

(3) Each year the Trustees uae more current data and update 
their assumptions aa they evaluate the performance and 
solvency of the HI Trust Fund. 

In addition to actual 1995 Trust Fund experience, other factors 
contributed to· our new projection th~t the long-term financial 
balance of the Trust Fund will be less favorable than we had 
projected last year. :! 

'l 
(1) U•e of skilled nur•ing fa.cil.ity and home health services 
ie now projected to grow at a faster rate in the future than 
we had projected last year. 

(2) We now project future bospii~l patients will be somewhat 
sicker and more co1tly than previously projected. 

(3) We have updated our long range economic and demographic 
assumptions. 

(4) The new 75 year window on which we base our long range 
projections includes 2070, an aq~itional year of poor 
performance, but no longer incl~~es 1995, a year of 
relatively good performance. · 

.. ! 

Baeed on our projections, the Truete~s make two recommendations. 
First, we recommend prompt, decisive, effective action to enaure 
short term HI Trust Fund solvency. .$ueh action is required so 
that Medicare services continue smoot'hly, as benef iciar.1es .. 
expect. It also is required to ensure sufficient time for 
consideration of options to ensure long run Trust Fund solvency. 

Our second recommendation is related to Medicare's long term 
financial concerns. The Trustee& recommend the eetablishment·of 
an advisory group to address long term solvency. All three of 
the Social Security Tr\lst Funds -- re1tirement, disability, and 
health insurance -- are projected to~~ace long term financial 
losses as the baby boom generation re'tires. The advisory group 
recommended by the Trustees will cont.tibute to the development 
and thoughtful consideration of policy options in response to 
this unpreceden.ted demogrs.phic shift·\ 

Thi President Has a Plan to Ensure 
Trust Fund. · 

th~ Short-Term Solyency of the 
' l 
' 

;_:; .... 

Since taking office, the President has worked to improve HI Trust 
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Fu.nd solvency and ha.a taken concrete action to strengthen 
Medicare. 

The President's 1993 five-year deficit reduction package COBRA 
93) extended the life of the Tru•t Fund by an additional three 
years by achieving realistic Medicare savings and by stimulating 
general growth in the economy. In addition, the President'e 
Health Care Reform Plan would have extended the life of the HI 
Trust Fund for an additional five ye~rs. 

This Adminiatration continues ita commitment to controlling 
Medicare costs ·1n the future. As part of his comprehensive plan 
to balance the Federal budget, the President has proposed $116 
billion, ae scored by the Congressional Budget Office, in 
specific: policy changes de1igned to s,trengthen Medicare. The 
President's proposal will ensure the ~ife of the HI Trust Fund 
for about ten ye~re from now, as both our actuaries and CiO have 
estimated. 

To achieve these savings, the Admini1tration•1 plan modifies 
Medicare provi~er payments in a number of ways that promote 
greater eff ieieney and make Medicare ,ii more prudent purchaser. 
our plan aleo aehieve1 1avinga throug~ increased efforts to 
combat waste, fraud and abu1e. lmpo~~antly, we would achieve· 
theae savings and extend the life of·~he HI Trust Fund while 
maintaining and· strengthening key prQ.~eetion1 for the 
beneficiarie1·Medicare serves. ) 

The pr1mary savings achieved in the Pre•ident's proposal are 
derived from specific provider paymel"4.t provisions and by shifting 
the financing of part of the home ht!a'lth benefit to Part B.' The 
plan provides incentive• to hospitals' for efficiency by 
constraining updates for ho1pital operating costs,· reimbursing 
rea1onable levels of capital coats, reforming medical education 
payment•, and reforming the rules governing transfers from a 
hospital to a post-acute care facility. It also reforms paymenti 
to home health agencies and skilled nursing facilities by 
establishing prospective payment sys~~ms for these providers. 

The Administration plan repreaent• a~~alaneed approach -- one 
that protects traditional Medicare "'11.:~le expanding choice and 
preventive benefits. First, our proposal does not impose 
additional coats on beneficiaries; the plan maintains Part B 
premiums at 25 percent of .. program costs. Second, our plan does 
not contain dangerous changes -- lik~ MSAB that cost money and 
undermine the HI Tru.•t Fund by encouraging "cherry pieking~.. .· 
Third, the Administration also would maintain critical limits on 
"balance billing," which protect the program's 37 million 
beneficiarie• from exceasive charges from providers. Fourth, our 
plan maintains important protection• for low-income Medicare · 
beneficiaries. Fifth, our package expands the range of private 
plans available under M~dicare without 

'. ': 
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harming the traditional fee-for-service program or sh1ft1ns new, 
burdensome coat reaponsibilitiee onto;benefieiaries. Finally, 
coverage of key preventive benefit• like mammograms are improved 
under our proposal . · . : 

.. ! l~! 
: ~ 

concluaion 

As the Trustees have recommended, act·ion is needed in the short· ., 
run to gain sufficient time for an advisory group to make 
recommendations on appro&chea to long-term solvency. It would be 
irresponsible not to take action. 

While we have major concerns with elements in the Republican 
budget proposal that are threatening to the Medicare program and 
to its beneficiaries, wa do acknowledge areas of commonality. 
We note that CBO has estimated that Qoth the Republican and the 
Administration'• balanced budget pro~9eals would have the effect 
of extending the HI Tru•t Fund eolvency for about the next 
decade. It is time to· set aside the controversial elements in 
the competing Medicare proposale to f:~ehion a Medicare package of 
changes that can be enacted and that can extend the HI Trust Fund 
sufficiently in the short-.term to enable us to face the 
challenges of the future. 

This Admini•tration takes seriously its responsibility to current 
and future Medicare benef ic1aries to ensure the solvency of the 
HI Trust Fund. Without intervention, the Trust Fund will be 
exhausted in s years. The Truateea Report is a call to action, 
but it. should not be cause for unnecessary alarm· to 
beneficiaries, present or future. We can and must move forwa~d 
in a responsible, biparti11an manner t,9 quickly enact reasonable 
Medicare reforms that will address s~9rt•term solvency, providing 
us with sufficient time co carefully~¢onsider approaches to · 
preserving Medicare for the long-terr!); 

.:1 ., 
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For Reloue Upon Delivery 
P.vpected June,;, 1Q96, at 9'.~0 a.m. 

STA TEMEN"I' OF THE HONORABLE ROBERT .E. RUBIN 
SECRETARY OF THE Tlli:ASURY 

BEFORE THE COMMI'ITEE ON WAYS AND MEANS 

Mr. Chairman and Members of the Comminee: 

I am pleued to once aalin appear before the Ways and Mam Committee today in my 
role u Manlgiq Trustee and Chainnan of the M=c:arc Board& ofTNBtcea. The Boarda arc 
roqulrod to report anmaUy ic the Coagroaa on ihe Smnoial at.Ami of two eepume Medicm-o trust 
funds - the Hospital .lnlunnce (or HI) Truat fund and the Supplementary Medic&l lnNtanCC (or 
SMI)TrustFund. . 

.As you know, and u the truateea have reported foe 1 number or years, this year'' repons 
~nfirm that the w&U of d.e SMI prosrun continue co riee npidly and tlw the HI TN st Fwuhw.l 
bl. eXblUlted soon after the turn of the '*ltury. In this yeat1 report. we note that today the HI 
uuat ftlnd tw a balanu or S 12' bl.UJon, but that it la projected to be Insolvent in the yt.ar 200 l. 

This ls, obviou&ly, not news to this committee. We provided a similar repon a year ago, 
when the nb.a&aation da.tt wu proj.cted to be 2002, and the y.ar Wore, when it wu projected to 
be 2001. Secretary Shalala and T also te&tlfted before y?ur committee on thl.s subject three 
months ago. Plnally, the CongreuJonal Budget Oftice ptoduced lts own lndopendem projection 
last month. with an exhaustion dale of200l. ~.: 

The trustee• include the memhen of the cahmet tdirec:tly conecmed 'With Social Security 
and Medicare. plus two mrmben represmting the broadr:r public interest. All ofth.e trustee5 agree 
with lhe repon. 

~ we bave iD the put, we atrongly urge prompt enactment of legislation to addre11 die 
Jn TN.It Puad abmttall. We note that both the Pretidcnt Uld the Congreu have made proposala 
that addreu the laue. 

We aleo note that this ia only a first step in the lonaer-tenn prouss of review and rcfomi. 
There are impo11ent ~benges \anderway in cur health ~~ system. The)i win affect both the · 
quaJit;y and anll nfmedicaJ care, and they will a1Fact ou~,deaisions concerning Medicue. We as 
tnlitces have rooommendcd the creation of aa adviaory" aroup to review these complex issues and 
belp &abion 10lution1. · 

Prom the besinnin& thiJ Administn1tion has ~!early r'O(;Ogni.z.ed the importance of 
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maintainin& tha solvency of the HI trust fund. The President'• 1993 deficit reduction plan, which 
included Medicare spending QIU, removal of the eaminp limit for HI contn"bution.t, and increased 
taxation of OASDI benefits (with the proceeds going to the HI Trust Fund). is partly responsible 
for the recent decline in arowth ratea and the increase in revenues which. toaether. extended the 
trust Nnd exhaustion dale, at that time, by three yurs. 

Lut year, the Adminittration proposed an additional series of mcuures to extend the HI 
tr\1Jt fund. [will summarize Vf/CY briefly] 

Medicare financina Is a complex interaction of d~mographics and the rapidly rislns cos~ 
that doct all parts of our health care system. We need taicaretully reform Medicare. The 
Administration believes d\at the arowth or f'oderal health c'are expenditures, including Medicare, 
needs to be reducod in order to control the budget. But reducing this growth must be done by 
carefully weighina trade-oft'& and reforming these programs in the comC>Ct of lts impact on the 
health care delivery system. Only suc;h a process will lead to an outcome that best meeta the 
multiplicity of objectives that need to be considered. ~ ·- · 

The alternative i:11 arbltraiy attempts to resolve the financing crisis that may restore 
solvency to the HI Trust Pund1 but will ereate and Intensity other problernJ. Specl.8~y, we are 
concerned that deep reductions in Medicare particularly in combination with deep Medicaid cuts 
may cause cost shiftina. which could raiac health care com in the private Kctor, reduce private 
insurance coverase. and increase outlay• for other govcmment program. 

'J:! 

The Trustee• hive provided the Congreu with ~~y and continued wamina. It's time to 
a.ct. Althou&h the situation hu wonened, we still have criough time to fix it right, even If we · 
have to do it in 1ta1es, so that we avoid a hasty, unworkable 10lurion that may have to be undone 
in the fUture. 

The Medicare program merits this type of careful ~n5ideration boc11•w it is cracial to a 
large number of our citizens. One of the most important things our country hat done over the 
put 30 years hu boon to work to reduce poverty and deprivation among senior citizens and 
disabled persona. and thereby al&a reduce the burdeo on and the anxiety of their children. 
Medicare hu effectively provided a reliable source or medical care coverage for ased and 
disabled Americans. There ICC few llS\ICS Of greater concern to working f uniliCI than the cost of 
retirement and the problem of providing health care to the; elderly . 

• \, 4 

:~ : 

! .. ,. 

'! . 

,., ... 
·~· 
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FIDIDdlll Statul of the Medicare Trust .Fuad1 

AJ noted, the 1996 Trustees repon projocta the HI Tnist Fund will be exhausted in 2001, 
one year soo:acr than projected lut year. Thia woraenina ·1ar1cly reflects 
program cost iDcreues. ; · 

Over the long term. the 75-year actuarial deficit ('~terpreted u the amount or payroll tax 
increase or beneSt reduction needed now to balance the tiust fund over the next 75 yean) wu 
iDcreued from last ycar'1 cnimata ofJ.52 parccnt to 4.52. porcem ofpa)Toll. 

The incrcue la Jaraely the result of Jaracr proj~ increuea in the compledty or cue&. a 
more npid projected growth rate i.a home health care and skilled nunin& f'aciJity (.Ostl, ~d the 
permanent eft'ectl or the higher than expected level of spending lince the lui repon. The m · 
program remains substantially out oClona·rwt actuarial balance, and that problem ia not addresSed 
by either of the current Congressional bud&et resolutions ~r the Administration's propoaal. 

The Trustees also c.ontlnue to project rapid &rowth in Suppleme:ntal Medical Insurance 
program cost.a well into the future. Over the next five years, outlays are expected to increuc 63 
percent in the agreaatc Uld SS percent per enrollee. Dutjng the wne period, the program is 
expected to grow about 28 perr.ent !alter than the overall~~nomy. 

Combined m and SMI c.osts are expected to increase from 2.7 percent orGDP in 1996 to 
8.8 percent in 2070 - more than aipling- due to anticipated demographic changea and projected 
increues in coat.a per beneficiary. Because ot!hla rile in 1.oni-tcnn program costs.and the·.· 
exp~ted exhaustion of the HI fund In 2001, the Board ofTNsteea recommends effective 
Medicare reform. but again, we believe that this must be done with a careful weighing and 
balancing of all impada and all corW.dl:nltions and in the context of health care reform. 

Medicare Fiauda1 and Bealtb Care Rd'orm 

When the Hospital Insurance program faced financing problema in the past, Congre.ss and 
the ExCQJtive Branch have been able to cooperate on makin1 modest changes in the proaram that 
alowed the rate of coat increues. 

The program hu experienced financial di!lculty sinc.e its inception in 1966 because of 
rapidly rising hospital coats, higher-than•pected utilization, and program ex:pansion:During the 
19901, program expenditure increases were below those of the previous decade, reflecting a 
comparatively moderllc rise in overall health care inftation and utilization. 

The Nndamental reason for the rise in Medic:Me npenditure.s Is the increase in health care 
co&t& atrecilng all pll\I of the nation's health care aystem. A dramatic attempt by aovenunent to 
contain Medicare spending in a vacuum .... (or example ~ough larae reductions in payments to 
hoapitala, will gwsc slgnl.8.cant diltortiona and inefticienc•es elsewhere in the health care l)'ltem. 

un1e11 such a reduction is undertaken in the contm of overall reform or the health care delivery 
system. ';i;~ 

k' 

·-- - - ,. 
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Much GaD. be done to strcn&thcn the Medicare prJ~. Taking steps to extend health . 
insurance coveraae to the uninsured population. and developing, through insurance re!orm, a · \ S~o u 1a.., •> 
competitive health care market will creale a more eftlcient system. Thi1 lncreued eftlclcncy Will w l wy<, 
1low the crowth in overall health care spending and provide Jong-term aavinp to the Medicare J M 

' ,,.. f.ArlVr y . . 
program. t· • v~~ y.J~J 

In dosing, the Administration bclle-1c1 it is possible to address the HJ Trust Fwtd problem 
and the rising co1t1 in the rest of the Medicare program in a thoughtfW manner, and produce 
eft'ective, acceptable 10iutlon.t that will lt&nd the teat o!time. Althou~ we don't have bipartisan 
•ll'ccm.ent on aomc of"the IU\lctural chan&es that many members oCthc Majority arc advocating, 
we do, neverthclus, have bipaniaanagreement on a ligniBcant nwnber of Medicare proposals 
that would strengthen the Part A trust fund. We need to ~ork through tho&e common agreements 
and develop a bipartisan propolll to address the chaJlongu that the lmpendin& insolvency of the 
HI trust f.bnd bu created. We are ready, and we have be;&m from the beginning of'tbi1 
Adminiauation, to work with the Congreu to achieve thc$c soals. 

I will be happy to anawer any questiona you may have. 
!• 

yw, 
1e M le.A ~lAV 

v vor" V"l 

.tvc . 
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Administrator, HeaJ..tll care financing Ad.minlsl..t·dtion 

Yesterday's report by the Social Security and Medicare Boards 

·of Trustees points up, once again, the urgency or addressing th~· 

short- and long-term needs of the Medicare program. If the cilr!'.etit 

congressional gridlock continues:, Medicare's Hospital Insurance 

trust· fund will become in·sotvent. ln 2001 • 
• :1 

For four years, the Med.ieare trustees have urged prompt action 

to shore up the Medicare :trust· fund. In 1993, Presicilent Clinton 

proposF.'d "'4. f);tckaq~ of Medicare chanqes that extended the solvency· 
' ~· ' ' 

of.the trust fund for three years .. It·passed Congress without.one 

Republican vote. In 1994, the Preffdent again propoE:ed Medicare 
.\M" ~ ~lf\L, • 

changes as part of heP.tlth C""AT:ft rafonn but that leqisla;tion died ih 

Congress. In 1~95 and aqain in 1996·:} the President j~s proposing· . 

$124 billion in new Medicare ·savtnqs to preserve the: trust fund.· 

well into the neKt aoea-clo• 

,. 

As part of the Pres1di:!nt ':s plan,'i·we propose a series of much.;, 
t •, 

needed rE:!!vJ:1ns in home health c:are. .: Thooc ehanges wo1.ild allow us 
,\,, 

to reduce costs, focus and.tight.en ~dministration of home health 
' ' 

care, and improve quality by targeting services to thoe~e who really· 
JJ • 

neec1 them. .In aoinq :so, we would t1lso roetore a policy that was. in 
effect until 1980 in which short-term home health care was paid.for 
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by Me<licart.t Piesz:t A, lrbic:b is funded ou't o;f tho truat fund. Long~ 

term home health care was paid for under Medicare Part B --· an 

outpatient care proqram supported by monthly premiwn payments by 

senior citizens and general revenue tunds. 

I. 

41; . ((,t' v (, M /, Yj 1 Mi I j ~ q 1 (I') ,.,., I 01.- ::. 

/rt 's. interestinq to note t~at a yirtually identical proposal. 

was· approvea !aet year by the Republican Hou~~ or Representatives 

not once but twice by overwhalmi119 marqins. Unfortunatoly, :the GOP 

insist~d on attaching that provision to a packag~ of unnecessary. 

and potentially darnaqinq. Madicai:e proposals. 

President to veto the bill. 

Thett led the 

4tru.J- vtvo.ri 

NOW is t{e time for par.tisan ~litics to end. There are· 

enough csmmon/ Medicare savings on the. taJ:>le right now t-e- agree on 
a~ to. protect the Medicare tru~t fund into the 2 lst century-.·· 

; .. 

All we need to ·do is come to the table~ and agree on tl:t.e~. 

# #.# 

~003 



Total Spending: Breakout of Base Outlay Allotments Per State Formula. 

Federal AIJocalions lo States are a swn of: 

I l 

I IHS allotment - megal Alieo Pool i Umbrella F•nd Ease Outlay 
Allotment per State 

l 
Needs Based 

Adjustment Factor 

~ subiecl to 
Amoant Floors& Ceilings 

I Aggregate N'eoo ~ OLDFMAP I 
I I 

Program Need , .. 
'. Health Chit Index ·.·: National spending 

Sum of, fur each x t CPI ~ per Poor Pen;on 
population group: 

I 

i 

Plus .15 ~ 
({l~ l: ... 6 Sia.ta MA 

Weighted x Number of Needy om...tituresl~1.J.C3l . / 
Relative l~eed ill each group 11!94 No.&icmal 1111m of residents 

io poverty 

Staie hmwd Average wegee 
oC Misuital anmlawies} I 

<N•tional avr. pw c.apiU Average annual Proportion of 
.8.5 (Awraga IUUlaal national 

( mmliDI! per lil[Oltp) I number oC state individuals in MA btspi.tal wages) 
(3 ,_.. -tt:ma1 avanea residcnt.s in pcJYerty eligibilit.y groups 

per capita 
eJpaD::lit.ure.;) 

en 
m 
z 
-i 

CD 
-< 
x 
0 -. 
0 
)( 

-i 
. 0 

0 
0 
0 
-0 ... 
0 -. 

.oi 
. I ..... 

I 
CD 
CJJ 

..... 
··~ 

' 

CD ..... 
01 
CJJ 

"" CD 
-.;:i 

CD 



.. 

MEDICARE TRUST FUND TALKING POINTS 
June 3, 1996 

UPCOMING MEDICARE TRUSTEES' REPORT CAN ONLY CONFIRM WHAT WE 
ALREADY KNOW -- REPUBLICANS SHOULD ACCEPT PRESIDENT CLINTON'S CALL 
TO BALANCE THE BUDGET AND SfRENGTHEN THE MEDICARE TRUST FUND. 

• As CBO said in its April 30th Hill testimony, " ... the projected date of insolvency should 
be viewed not as telling us something new, but confirming what we already know." 

WE WELCOME REPUBLICANS' CONCERN ABOUT THE TRUST FUND, BUT LONG 
BEFORE THEY STARTED TALKING ABOUT THE PROBLEM, THE PRESIDENT WAS 
ACTING TO ADDRESS IT. 

• The President's 1993 Economic Plan extended the life of the Trust Fund by 3 years --
without a single Republican vote. 1 

• The President's Health Care Reform Plan would have extended the life of the Trust Fund 
by another 5 years. 

THE PRESIDENT'S BAIANCED BUDGET GUARANTEES THE LIFE OF THE TRUST 
FUND FOR A DECADE -- THE SAME AS THE SENATE REPUBLICAN BUDGET 

• In a May 9th letter, June O'Neill states that "CBO estimates that the Administration's 
proposals would postpone [the insolvency] date to 2005." 

ACTION IS NEEDED -- BUT THE ONLY CAUSE FOR AIARM IS THE REPUBLICANS' 
REFUSAL TO MEET WITH THE PRESIDENT ON BUDGET AND MEDICARE ISSUES . 

.. · " 
• The need for resP<>nsible intervention in improve the Trust Fund is real. The 

President's plan addresses this need in a responsible way, without imposing devastating 
provider cuts, increasing beneficiary costs, or enacting structural changes that hurt the 
program and the people it serves. 

• Over $125 billion remains in the Trust Fund. While incoming n;:venues. are. s~ewhat .. 
less than outgoing payments, the current balance in the Trust Fund means that there is 
absolutely no danger that claims will not be paid. 

• Reports should not be used irresponsibly. The upcoming Trust Fund report 
should not be used to recklessly frighten the 37 million Medicare beneficiaries and their 
families into thinking that their benefits are in imminent danger. They simply are not. 

IT IS TIME TO PUT PARTISAN DIFFERENCES ASIDE AND AGREE ON THE COMMON 
MEDICARE SAVINGS BOTH REPUBLICAN AND DEMOCRATIC PROPOSALS HA VE. 

• We have tens of billions of dollars in common Medicare savings that we could agree on 
tomorrow to strengthen the Trust Fund. All the Republicans need do is set aside their 
structural changes that would segment the wealthy and healthy from other beneficiaries 
and cause Medicare to "whither on the vine." (E.G., the Republican Medical Savings 
Account would actually weaken the Medicare Trust Fund, as it would cost $4 billion.) 
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Honcnblc J. James Exon 
R.ao.kiogMinority Mcmbc'r 

~~_:__~-=-Co~ on the Budget 
:=-.:: .. ::.:=:.united Stites Senate 

Washington, D.C. 20510 

May9, 19% 

:. ~- . . ··. ,·· 
:·:. 

June E. O'Neill 
Oired.c< 

At. yotn" mp:tcst, 1hc Congtcssiona1 B~oet Office (CBO) has exanrinro the effects of the 
Administl3tiods.budgctmy·piop0.s3ls·on the Hospitlll Insurmce (Ill) -trast tbnd. Under 
current Jaw. the ID trust find is pIOjectod. to become insolvent in 2001 •. CBO estimates 1hat 
the Administtation~ proposals would pos1ponc1his date to 2005. 

cc: Honorable Pete V _ Dome.nici 
Chairman 

Sincerely, 

.~f.~ 
quncE. O'Neill 

.. 
··' 
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.,""-THE HOME .HEALTH TRANSFER AND THE MEDICARE TRUST FUND: THE FACTS 
June 3, 1996 

DRAFT-
FALSE CI.AIM: Without its home health transfer gimmick, the President's budget only extends the life 

of the Trust Fund by one year. 

TIIE FACT'S: Not True. 

1. The President's balanced budget guarantees the life of the Medicare Trust Fund for ~ 
decade -- the same as the Senate Republicap budget. The Congressional Budget Office 
projects that the President's Medicare reforms would extend the life of the Medicare Trust Fund 
to 2005. The reforms build on the President's 1993 deficit reduction plan, which extended the 
life of the Trust Fund by 3 years -- without a single Republican vote. 

-.:..::--·-; __ 2~-=---=-=--J!!e Pr~~~~e~t's budget strengthens the Trust Fund by: 

a. Reducing provider payments; and 

b. Restoring the pre-1980 law on Part A home health benefits -- This is. NOT a 
gimmick: 

• Prior to 1980, home health care services unrelated to hospital stays were not financed 
by the Hospital Insurance (Part A) Program. Only the first 100 home visits after a 
three-day hospital stay were financed under Part A All other visits were financed by 
Part B. This is because Medicare Part A was intended to finance costs related to 
hospital stays . 

. . : -. 
• In 1980, the-taw was changed and nearly all home health costs were shifted to Part A 

• The President's proposal simply restores the pre-1980 law because home health care 
expenditures unrelated to hospital stays should not be financed by the Part A Trust 
Fund. Shifting home health spending unrelated to hospitalization back to the Part B 
programs helps extend the life of the Medicare Part A Trust Fund. (This. ~~ift will not 
affect the Part B premiums, coinsurance or deductibles.) - ·· 

3. REPUBLICANS ARE BEING HYPOCRITICAL: The 1995 House Republican budget also 
shifted some home health costs from Part A to Part B. The House-passed Republican 
reconciliation bill also transferred certain home health care expendituresifrom Part A to Part B -
- similar to the proposal in the President's balanced budget. So if Republicans say it's a gimmick, 
it's a gimmick every Republican in the House voted for. 

4. President Clinton's budget extends the life of the Trust Fund as long as the Senate 
Republican budget, but without their $167 billion Medicare cut and without their damaging 
structural changes. The President's balanced budget proves the Republican $167 billion 
Medicare cut and damaging structural changes are not necessary to balance the budget and 
strengthen the Trust Fund for a decade. 



.,. . ·: 

REPUBLICAN BUDGET STILL THREATENS MEDICARE 
June 3, 1996 

"No, we don't get rid of it in round one because we don't think it's politically smart. ... 
But we believe it's going to with"er on the vine" -- Newt Gingrich, 10124/95 

REPUBLICANS STILL INSIST ON EXCESSIVE MEDICARE CUTS THAT WOULD MOVE 
MEDICARE TOWARD SECOND CIASS HEALTH CARE. The Republican budget reduces Medicare 
spending by $167 billion -:- $51 billion or 44% more than CBO scored the President's balanced budget. They 
could use savings from cutting corporate subsidies and closing tax loopholes to reduce their Medicare cuts -- but 
instead they use these savings to fund capital gains and other tax cuts for the wealthy. 

WIDLE HOUSE REPUBLICANS HA VE FINALLY AGREED NOT TO RAISE MEDICARE 
PREMJUMS, THEY HA VE NOT LOWERED THEIR TOTAL CUTS. Rather than raising costs on 
beneficiaries directly they now do it indirectly through even deeper cuts in payments to the hospitals and home 
health providers that serve beneficiaries, jeopardizing quality and ac.c:ess to health services. 

• Extreme Cuts Threaten Viability of Many Hospitals. Their $167 billion cut could mean hospitals get lower 
payments tomorrow than today -- even in nominal terms -- and will result in-cost-_$hifting,,unden:iline quality, 

__ · _· ~--an~ _!hreaten __ the financial viability of many rural and urban. hospitals. According to the American Hospital 
-- Association, nearly 700 hospitals derive two-thirds or more of net patient revenues from Medicare & Medicaid. 

• American Hospital Association and National Association of Children's Hospitals are "gravely concerned 
about the level of reductions proposed" by Republicans in Medicare and Medicaid. [May 10, 1996 letter to 
Chairmen Roth, Archer, and Bliley from ten hospital associations.) 

MORE THAN DOLLARS ARE AT STAKE -- THEIR DAMAGING STRUCTURAL CHANGES 
WOULD FORCE MEDICARE TO "WITHER ON THE VINE." The Republican budget still contains the 
damaging structural changes that President Clinton vetoed last year. These changes would segment the Medicare 
population, leaving the traditional program with fewer dollars and sicker beneficiaries. 

• MEDICAL SAVINGS ACCO.~NTS (MSAs). Republicans insist on the immediate adoption of untested 
changes to the Medicare progtaip~ such as MSAs, that appeal to the healthiest and wealthiest beneficiaries, 
leaving the sickest and most rostly beneficiaries in a weakened fee-for-service program. CBO projects that 
MSAs will increase Medicare costs by more than $4 billion over seven years. 

New York Times [ll/IB/95): "A hallmark of the [Republican] Medicare legislation is the encouragement of 
private health plans .... But many experts fear a balkanization of healthy and sick .... If some experts worry 
that managed care plans would skim healthy recipients from the conventional Medicare program, many of 
the large plans are concerned that the healthy 'WOuld be ski.mmed from them b/medical savi"ngs accoun.ts." 

• OVER-CHARGING IN PRIVATE PIANS. Republican proposals permit physicians to charge 
beneficiaries extra -- through "balance billing" -- in private Medicare plans, increasing out-of-pocket 
costs for beneficiaries and slowly draining the fee-for-service system of both doctors and dollars. 

• HARD SPENDING CAP. Republicans impose a hard cap on Medicare spending. If costs increase faster 
than projected, spending would no longer keep up -- leading to cuts exceeding $167 billion. 

Wall Street Journal: "Republicans also would apply a cap to these services. lf health-care costs rose 
faster than the GOP budget allots, doctors, hospitals and other providers would have to absorb the losses. 
171at, in turn, could come hack to bite the beneficiaries." (12/27195] 

• PRESIDENT CLINTON'S BUDGET SHOWS THAT THEIR DEEP CUTS AND DAMAGING 
STRUCTURAL CHANGES ARE NOT NECESSARY TO BALANCE THE BUDGET AND 
GUARANTEE THE LIFE OF THE MEDICARE TRUST FUND FOR 10 YEARS. 



QUESTION: A recent study by HCFA reported that Medicare costs grew by 11.8 percent in 
1994, compared to private health expenditure growth of 4.0 percent. Isn't this 
evidence that Medicare has continued to grow unchecked by the President? 

RESPONSE: First, a closer reading of the study shows that the real difference betwieen 
Medicare and private rates is S.6 percent versus 3.6 percent. 

o The difference is narrower than the raw numbers because you need to take into 
account differences in benefits, policy changes, and enrollment growth. Medicare 
covers more high-growth services such as home health than do private plans. If 
private plans also covered these services, their rates would be higher. 
Additionally, the 1994 Medicare spending includes a payment adjustment from 
the new Medicare physician payment system. Third, and most importantly, the 
number of Medicare beneficiaries grew at almost twice the national population 
growth. In sharp contrast, private health coverage declined in 1994. 

• Second, the President has made significant advances in reducing Medicare spending 
growth by (1) passing a budget with real savings, (2) proposing a budget that would 
reign in costs, and (3) promoting managed care. 

o The President's 1993 budget succeeded in both halving the deficit and saving 
an estimated $56 billion in Medicare - and it passed with no Republican 
support. The President's 1993 budget is the only serious Medicare savings 
proposal passed during the 1990s - and it passed without a single Republican 
vote. CBO estimated that the President would save $56 billion over S years, 
beginning in 1994. Its real effe~ts occur in subsequent years. 

o The Preside!U has advocated since June of 1995 reducing Medicare spending 
growth per beneficiary to 5.8 percent - with $124 billion in Federal savings 
over six years. The President's Medicare plan offers a balanced approach to 
bringing Medicare spending growth in line with private growth. In fact, according 
to CBO data, the President's Medicare total spending per beneficiary will grow at 
rates below private spending per person. 

o During the Clinton Administration, Medicare managed care enrollment 
growth has accelerated. One of the main reasons for the decline in private rates 
is the onewtime savings attributed to managed care enrollment. Medicare is just 
catching up: in 1993 Medicare HMO enrollment grew by 6. 8 per.....ent, but in 1996 
CBO projects it will increase by over 20 percent. 

Projeded Growth in Spending per Beneficiary: 1996. 2002 

Current Law President's Plan 

Private 7.1% 7.1% 

Medicare 7.5% 5.8% 
.. 

Me01care spending growth from CBO·s April 1996 gros~ basdme and t:st1mate5 of the President's FY 1997 budget. 
The private spending pe person rates come from CBO' s nafonal he:.!lth expenditure bz.seline from August 1995 



REPUBLICANS USE MEDJCARE TRUSTEES REPORT 
TO JUSTIFY EXTREME MEDICARE CUTS 

Even after Republicans had planned to cut Medicare by $270 billion to pay for $245 billion in tax breaks for 
the wealthy, RNC Chairman Haley Barbour said he had "no idea there was a Medicare report. " When the 
report came out, Barbour said, "This is manna from heaven!" Since then, Republicans have been trying to 
use rhe Medicare Trustees report to justify their extreme $270 billion cut in Medicare spending. 

Republicans Had Decided To Cut Medicare By $270 Billion Before Medicare Trustees Report Came Out. 
In February 1995, Republicans decided to cut $270 billion from Medicare to fulfill their promise of a $245 
billion tax break for the wealthy and a 7-year balanced budget. [Washington Post, 10/29/95] 

GOP Pollster Used Focus Group To Come Up With Term "Preserve" To Describe Medicare Cuts. In 
March 1995, Speaker Newt Gingrich held a strategy meeting of GOP leaders to discuss new ways of 
describing their $270 billion Medicare cut. GOP pollster Linda DiVall -- Gingrich's personal campaign 
pollster -- was in attendance because she had recently conducted focus groups of senior citizens to test 
rhetorical approaches to Medicare. DiVall told Republicans, "Do not say changing Medicare" because people 
feared "change" in the popular Medicare program. At a focus group, one senior citizen said he liked the word 
"preserve" to describe the GOP's Medicare plan. DiVall also promoted the suggestion of another respondent 
that they call the legislation the Medicare Preservation Act. [Washington Post, 10/29/95] 

Pollster Told Republicans Not To Use Words "Cut," "Cap," Or "Freeze" To Describe Their Medicare 
Cuts. DiVall also told Republican to be "leery" of the words cut, cap and freeze when discussing Medicare 
because they would help Democrats define the process in negative terms. [Washington Post, 10/29/95] 

Barbour First Advised GOP Leaders Not To Deal With Medicare. During February 1995 meetings with 
Gingrich, Dole, and Budget Committee Chairmen Rep. Kasich (OH), and Sen. Domenici (NM), RNC 
Chairman Haley Barbour said, "Don't" deal with Medicare in 1995. He advised them to "take it off the table" 
for at least two years. They did not heed Barbour's advice. [Washington Post, 10/29/95] 

After GOP Introduced Plan To Cut Medicare By $270 Billion, Barbour Called Downbeat Medicare 
Report "Manna From Heaven." When the Medicare Board of Trustees issued their anual report on April 3, 
1995, Barbour said he had "no idea there was a Medicare report." When the report said that Medicare's 
hospital trust fund faced bankruptcy by the year 2002, and that its financial condition was "very unfavorable," 
Barbour took one look at it and declared, "This is manna from heaven!" The report was signed by three 
Cabinet officials in the Clinton administration. [Washington Post, 10/29/95] 

In 1995 Dole Bragged About His 1965 Opposition to Medicare. During an October 1995 speech to the 
American Conservative Union, GOP Presidential candidate Dole said, "I was there, fighting the fight, one of 
twelve, voting against Medicare in 1965 ... because we knew it wouldn't work." [Dole ACU Speech, 
10125/95] 

In 1995 GOP Speaker Newt Gingrich Said He Believed That Medicare Would "Wither On The Vine." 
During an October 1995 speech to the Blue Cross/Blue Shield Conference, House Speaker Newt Gingrich 
said, "Now, we didn't get rid of it (Medicare) in round one because we don't think that that's politically smart 
and we don't think that's the right way to go through a transition. But we believe it's going to wither on the 
vine because we think people are voluntarily going to leave it." [Gingrich Speech, 10/25/95] 

In 1995 GOP House Majority Leader Armey Voiced His Opposition To Medicare. In July 1995, Dick 
Armey (TX) said he believed Medicare was a "program I would have no part of in a free world." He said that 
he, "deeply resents the fact that when I'm 65 I must enroll in Medicare." [Chicago Tribune, 7 /11/95] 



MEDICARE TRUST FUND TALKING POINTS 
June 3, 1996 

UPCOMING MEDICARE TRUSTEES' REPORT CAN ONLY CONFIRM WHAT WE 
ALREADY KNOW -- REPUBLICANS SHOULD ACCEPT PRESIDENT CLINTON'S CALL 
TO BALANCE THE BUDGET AND STRENGTHEN THE MEDICARE TRUST FUND. 

• As CBO said in its April 30th Hill testimony, " ... the projected date ol insolvency 
should be viewed not as telling us something new, but confirming what we already 
know." 

WE WELCOME REPUBLICANS' CONCERN ABOUT THE TRUST FUND, BUT LONG 
BEFORE THEY STARTED TALKING ABOUT THE PROBLEM, THE PRESIDENT \VAS 
ACTING TO ADDRESS IT. 

The President's 1993 Economic Plan extended the life of the Trust Fund by 3 years -­
without a single Republican vote. 

The President's Health Care Reform Plan would have extended the life of the Trust 
Fund by another 5 years. 

THE PRESIDENT'S BALANCED BUDGET GUARANTEES THE LIFE OF THE TRUST 
FUND FOR A DECADE -- THE SAME AS THE SENATE REPUBLICAN BUDGET 

• In a May 9th letter, June O'Neill states that "CBO estimates that the Administration's 
proposals would postpone [the insolvency] date to 2005." 

ACTION IS NEEDED -- BUT THE ONLY CAUSE FOR ALARM IS THE REPUBLICANS' 
REFUSAL TO MEET WITH THE PRESIDENT ON BUDGET AND MEDICARE ISSUES. 

• The need for responsible intervention to improve the Trust Fund is real. The 
President's plan addresses this need in a responsible way, without imposing devastating 
provider cuts, increasing beneficiary costs, or enacting structural changes that hurt the 
program and the people it serves. 

• Over $125 billion remains in the Trust Fund. While incoming revenues are 
somewhat less than outgoing payments, the current balance in the Trust Fund means 
that there is absolutely no danger that claims will not be paid. 

Reports should not be used irresponsibly. The upcoming Trust Fund report 
should not be used to recklessly frighten the 37 million Medicare beneficiaries and their 
families into thinking that their benefits are in imminent danger. They simply are not. 

IT IS TIME TO PUT PARTISAN DIFFERENCES ASIDE AND AGREE ON THE 
COMMON MEDICARE SAVINGS BOTH REPUBLICAN AND DEMOCRATIC 
PROPOSALS HA VE. 

• We have tens of billions of dollars in common Medicare savings that we could agree on 
tomorrow to strengthen the Trust Fund. All the Republicans need do is set aside their 
structural changes that would segment the wealthy and healthy from other beneficiaries 
and cause Medicare to "wither rm the vine." (E.G., the Republican Medical Savings 
Account would actually weaken the Medicare Trust Fund, as it would cost $4 billion.) 



KEY REPUBLICAN QUOTES ON MEDICARE 

Senator Bob Dole: "I was there, fighting the fight, one of twelve, voting 
against Medicare in 1965 ... because we knew it wouldn't work." 

American Conservative Union Speech 
I 0/24/95 

Speaker Newt Gingrich: "No, we don't get rid of it in round one because 
we don't think it's politically smart.. ... But we believe it's going to wither 
on the vine." 

Blue Cross/Blue Shield Association Speech 
I 0/24/95 

Senator D' Amato: "If I had my druthers ... I would have said to my 
distinguished colleagues, both in the House and in the Senate, 'Don't link 
this business of tax cuts with fixing this badly flawed system. Put it aside. 

Senate Finance Committee 
09126195 



REPUBLICAN BUDGET STILL THREATENS MEDICARE 
June 3, 1996 

"No. we don ·1 gel rid of ii in round one because we don't think it·.,. politically smart .... 
But we believe it's going to wither on the vine" -- Newt Gingrich, I 0124195 

REPUBLICANS STILL INSIST ON EXCESSIVE MEDICARE CUTS THAT WOULD MOVE 
MEDICARE TOWARD SECOND CLASS HEALTH CARE. The Republican budget reduces Medicare 
spending by $167 billion -- $51 billion or 44% more than CBO scored the President's balanced budget. It 
wou Id reduce spending by over $I, I 00 per beneficiary in 2002 -- a 50%1 greater cut than the President's 
i'vkdicare savings from the current CBO Medicare baseline. 

WHILE HOUSE REPUBLICANS HAVE FINALLY AGREED NOT TO RAISE MEDICARE 
PREMILIMS, THEY HAVE NOT LOWERED THEIR TOTAL CUTS. Rather than raising costs on 
beneficiaries directly they now do it indirectly through even deeper cuts in payments to the hospitals and 
home health providers that serve beneficiaries, jeopardizing quality and access to health services. 

Extreme Cuts Threaten Viability of Many Hospitals. Their $167 billion cut could mean hospitals get 
lower payments tomorrow than today--even in nominal terms--and will result in cost-shifting, undermine 
quality, and threaten the financial viability of many rural and urban hospitals. According to the American 
Hospital Association, nearly 700 hospitals derive 67% or more of· net patient revenues from Medicare & 
Medicaid. 

American Hospital Association and National Association of Children's Hospitals are "gravely 
concerned about the level of reductions proposed" by Republicans in Medicare and Medicaid. [May 10, 
1996 letter to Chairmen Roth, Archer, and Bliley from ten hospital associations.] 

MORE THAN DOLLARS ARE AT STAKE -- THEIR DAMAGING STRUCTURAL CHANGES 
WOULD FORCE MEDICARE TO "WITHER ON THE VINE." The Republican budget still contains the 
damaging structural changes that President Clinton vetoed last year. These changes would segment the 
Medicare population, leaving the traditional program with fewer dollars and sicker beneficiaries. 

MEDICAL SAVINGS ACCOUNTS (MSAs). Republicans insist on the immediate adoption of untested 
changes to the Medicare program, such as MSAs, that appeal to the healthiest and wealthiest beneficiaries, 
leaving the sickest and most costly beneficiaries in a weakened fee-for-service program. CBO projects that 
MSAs will increase Medicare costs by more than $4 billion over seven years. 

New York Times 11111 x1951 "A hallmark of the [Republican] Medicare legislation is the encouragement 
of private health plans .... But many experts fear a balkanization of healthy and sick .... If some experts 
worry that managed care plans would skim healthy recipients from the conventional Medicare 
program, many of the large plans are concerned that the healthy would be skimmed from them by 
medical savings accounts." 

OVER-CHARGING IN PRIVATE PLANS. Republican proposals permit physicians to charge 
beneficiaries extra -- through "balance billing" -- in private Medicare plans, increasing out-of-pocket 
costs for beneficiaries and slowly draining the fee-for-service system of both doctors and dollars. 

HARD SPENDING CAP. Republicans impose a hard cap on Medicare spending. If costs increase 
faster than projected, spending would no longer keep up -- leading to cuts exceeding $167 billion. 

Wall Street Journal: "Republicans also wou Id apply a cap to these services. If health-care costs rose 
faster than the GOP budget allots, doctors, hospitals and other providers would have to absorb the 
losses. That. in turn. could come back to bite the beneficiaries." I 12/27/95 I 

PRESIDENT CLINTON'S BUDGET SHOWS THAT THEIR DEEP CUTS AND DAMAGING 
STRUCTURAL CHANGES ARE NOT NECESSARY TO BALANCE THE BUDGET AND 
GUARANTEE THE LIFE OF THE MEDICARE TRUST FUND FOR to YEARS. 



THE HOME HEALTH TRANSFER AND THE MEDICARE TRUST FUND: THE FACTS 
June 3, 1996 

FALSE CLAIM: Without its home health tran.~fer gimmick. the President's buc~'{.el on~y extends !he 
life of' the Trusl Fund by one year. 

THE FACTS: Not True. 

I. The President's balanced budget guarantees the life of the Medicare Trust Fund for .!!. 
decade -- the same as the Senate Republican budget. The Congressional Budget Office 
projects that the President's Medicare reforms would extend the life of the Medicare Trust 
Fund to 2005. The reforms build on the President's 1993 deficit reduction plan, which 
extended the life of the Trust Fund by 3 years -- wilhou/ a single Republican vole. 

2. The President's budget strengthens the Trust Fund by: 

a. Reducing provider payments; and 

b. Restoring the pre-1980 law on Part A home health benefits -- This is NOT a 
gimmick: 

Prior to 1980, home health care services unrelated to hospital stays were not 
financed by the Hospital Insurance (Part A) Program. Only the first 100 home visits 
after a three-day hospital stay were financed under Part A. All other visits were 
financed by Part B. This is because Medicare Part A was intended to tinance costs 
related to hospital stays. 

• In 1980, the law was changed and nearly all home health costs were shifted to Part 
A. 

• The President's proposal simply restores the pre-1980 law because home health care 
expenditures unrelated to hospital stays should not be financed by the Part A Trust 
Fund. Shifting home health spending unrelated to hospitalization back to the Part B 
programs helps extend the life of the Medicare Part A Trust Fund. (This shift will 
not affect the Part B premiums, coinsurance or deductibles.) 

3. REPUBLICANS ARE BEING HYPOCRITICAL: The 1995 House Republican budget 
also shifted some home health costs from Part A to Part B. The House-passed Republican 
reconciliation bill also transferred certain home health care expenditures from Part A to Part B 
-- similar to the proposal in the President's balanced budget. So if Republicans say it's a 
gimmick. il 's a gimmick eve1y Republican in the House voted fiH. 

4. President Clinton's budget extends the life of the Trust Fund as long as the Senate 
Republican budget, but without their $167 billion Medicare cut and without their 
damaging structural changes. The President's balanced budget proves the Republican $167 
billion Medicare cut and damaging structural changes are not necessary to balance the budget 
and strengthen the Trust Fund for a decade. 



J4-96 19,53 FROM•OMB LA ID• 

THE REPUBLICAN VOTING 
RECORD ON MEDICARE 

Voting FOR Deep Medicare Cuts 
and AGAINST Bipartisan Reforms 

To Extend the Life of the Trust Fund 

A Special Report from the House Democr~tic Policy Committee 
Richard A~ Gephardt, Chair June 4, 1996 

PAGE 2/3 



JUN-04-9S 19,43 FRQM,QMB LA . 10, PAGE 2/9 

It has been announced that the Medicare Trustees Report for 1996 will be released on 
Wednesday. June 5. 

Congressional Republicans are already gearing up to, once again, distort the issues 
surrounding the Medicare Trustees Report in order to attempt to justify their extreme and 
damaging cuts in the Medicare program - just as they did last year. 

This blatant attempt by the GOP to mislead and scare~the American public regarding the 
solvency of the Trust Fund raises the question of why. over the last 18 months, 
Congressional Republicans have refused to coooerate with President Clinton and 
Congressional Democrats to make re.s_ponsible adjustments to Medicare and extend the 
solvency of the T.rust Fund. 

Instead, over the last 18 months, Congressional Republicans have repeatedly voted- FOR 
deep cuts in the Medicare program in order to pay for their massive tax cuts for the wealthy 
and AGAINST bipartisan refonns that would extend the solvency of the Trust Fund for 
about another ten years. 

Specifically, there have been 12 VQtes over the last 18 months in which GOP Members of 
the House have insisted on their extreme Medicare provisions. 

F 

Following is an overview of these 12 votes. 

Vote #·1 -- May 18, 1995 - Voting For $288 BILLION in Medicare Cuts to 
Pay For $345 BILLION in Tax Cuts, Target~d to the Wealthy 

On May 18. ·1995. 230 House Republicans voted for the adoption of H.Con.Res. 67, GOP 
Budget Resolution for FY 1996. This GOP budget resolution called for $288 BILLION.in 
cuts in the Medicare program over seven years.- in order to pay for $345 BILLION in tax 
cuts - aimed mainly at the wealthy. 

;. : . 
The GOP Medicare cuts of $288 BILLION were more than three times larger than the $90 
BILLION in Medicare cuts that the Medicare Trustees.stated were necessary to extend the 
solvency of the Trust Fund throug·h 2006. Indeed, the GOP Medicare cuts in the budget 
resolution were so deep not to shore up the Medicare Trust Fund but instead to pay for the 
massive GOP package of $345 BILLION in tax cuts targeted to the wealthy. 

The GOP tax cut package of $345 BILLION was ihe "Contract with America" fax cut 
package first passed by the House on April 5, 1995 (H.R 1215). Acc.ording to the Treasury 
Department, 52% of the tax cuts went to the top 12% of American households -- those 
making over $100,000. Indeed, under the GOP tax cut package, the average tax cut for 
the top 1 % of households - those making over $350,000 a year - was $20,000 a yea,r! 

-~ i 
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The deep GOP Medicare cuts of $288 BILLION over seven years would have · 
fundamentally undermined the current Medicare program. Among other effects. the deep 
GOP cuts would have doubl~ the monthly Medicare Part B premium paid by all Medicare 
beneficiaries, drastically reduced the reimbursement paid to providers under the Medicare 
program (thereby, for example, endangering the existence of hundreds of hospitals across 
the country), and jeopardized the quality of health ca're available to seniors under their 
"transformed" Medicare system. 

Vote #2 - June 29, 1995 - Voting For $270 BILLION in Medicare Cuts to 
Pay for $245 BILLION in Tax Cuts, Targeted to the Wealthy 

On June 29, 1995, 231 House Republicans voted for adoption of the conference report on 
H.Con.Res. 67. GOP Budget Resolution for FY 1996. ,This GOP conference report called 
for $270 BILLION in cuts in the Medicare program ove~ seven years -- in order to pay for 
$245 BILLION in tax cuts targeted primarily on the w~althy. 

r·t.· 
Hence, once again, the GOP was voting for damaging Medicare cuts to pay for their tax 
cuts for the rich. Senate Republicans had succeed0d in the conference committee in . 
getting the conferees to scale back the "Contract with America~ package of $345 BILLION 
in tax cuts to a package of tax cuts totaling $245 BILLION. This tax cut package - just like 
the "Contract with America" package -was still targeted to the wealthy. 

However,. the Senate Republicans did not succeed in significantly scaling back the 
Medicare cuts that had been endorsed by the House GOP - only scaling the cuts back 
from $288 BILLION to $270 BILLION over seven years. three times larger than the 
$90 BILLION in Medicare cuts that the Medicare Trustees stated were necessar'f to extend 

. the solvency of the Trust Fund through 2006. The $27;0 BILLION in GOP Medicare cuts 
would still have the same devastating impact on the Medicare program - including 
increasing seniors' out-of-pocket costs for health care and jeopardizing the quality of care 
available to seniors - as the original $288 BILLION in1cuts. 

Vote #3 - October 19, 1995 - Voting Agair1st Bipartisan Reforms That 
Would Extend Trust Fund Solvency Through 2006 

On October 19, 1995, 233 House Republican.s voted against a substitute offered by 
Rep. Gibbons to H.R. 2425, GOP Medicare Revisions Act. The Gibbons substitute· 
contained $90 BILLION in Medicare reforms over sevep years - reforms that represented 
common ground between Democratic and Republica~.Medicare proposals. 

The Congressional Budget Office projected that the G,i~bons substfiute would extend the 
solvency of the Trust Fynd through 2006 - exactly as'fong as the GOP balanced budget 
plan. (One reason that the Gibbons substitute extended the life of the Trust Fund exactly 
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,. 

as long as the GOP plan, even though the GOP plan ¢0ntained much deeper cuts in the 
Medicare program, is that the GOP budget plan also included a repeal of the 1993 
increase in Social Security subject to tax for the wealthiest 13% of Social Security 
beneficiaries - money that, under the 1993 Act. is dedicated to the Medicare Trust Fund.) 

The reforms in the Medicare program - agreeable to both political parties - contained in' 
the Gibbons substitute included such provisions as those making various reforms in 
Medicare reimbursement for hospital services; provisions to enhance the prevention. · 
detection, and prosecution of Medicare fraud and abuse; and various reforms in Medicare 
reimbursement for home health services. 

' 
Hence, way back in October 1995, Congressional Republicans rejected an opportunity to 
reach agreement with Congressional Democrats on $90· BILLION in Medicare savings that 
would have extended the solvency of the Trust Fund t~rough 2006. 

Vote #4 - October 19, 1995 - Voting Against Protecting Medicare 
Beneficiaries from Increased Out-of-Pocket Costs 

On October 19, 1995, 233 House Republicans voted fi9ainst a motion offered by 
Rep. Gephardt to recommit H.R. 2425, GOP Medicare Revisions Act, to the House Ways 
and Means Committee with instructions to report it back with an amendment that removed 
the increase in .the monthly Medicare Part B premium paid by all Medicare· beneficiaries. 

i 

I: 
The GOP Medicare bill doubled the Medicare Part B p·remium -- from $46.10 in 1995 to 
about $89 in 2002. Compared to the much smaller irforeases that would have occurred 
under current law, the GOP bilrincreased the Medicare premium by ~440 per couple p~r 
year. 

On this vote, the GOP once again endorsed their~ Medicare cuts - instead· of working 
with Congressional Democrats to moderate the GOP Medicare plan in order to protect 
seniors and reach common ground. Again, the GOP Medicare cuts were only as deep as 
they were in order to finance their massive tax cut package for the wealthy. 

Vote #5 - October 19, 1995 - Voting For $270 BILLION in Medicare Cuts 
-- Once Again ; .; 

•· 
'" 

On October 19, 1995, 227 House Republicans voted for the passage of H.R. 2425, GOP 
Medicare Revisions Act The GOP Medicare bill contained the $270 BILLION in deep, 
damaging Medicare cuts that had been called for in t~e conference report on the GOP 
budget resolution (see Vote #2 above). f. 

Hence. once again. the GOP voted for their radical plan to overhaul Medicare and. cut it 
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back dramatically. The GOP bill - with its $270 BILLION in reductions in the Medicare 
program over seven years - would have cut outlays for the Medicare program by 20% by 
the year 2002 below the amount CBO estimates is necessary to maintain current services. 

Vote #6--0ctober 26, 1995-Voting Against Amending GOP Budget Bill 
to Protect Health Care for Seniors & Eliminate Tax Cuts Favoring the 
Wealthy 

On October 26. 1995, 232 House Republicans voted against a motion offered by 
Rep. Gephardt to recommit H.R. 2491, GOP Budget Reconciliation Act. for FY 1996, to the 
House Ways and Means Committee with instructions to report it back with an amendment_ 
to protect the health care and income security of s~niors and eliminate the tax ·cuts 
contained in the bill that favor the wealthy_ 

Hence, once again, on this vote, the GOP voted to insist on their generous tax cut package 
for the wealthy - which required them to also insist on their deep· cuts in Medicare to pay 
for this generous tax cut package. Once again, they resisted an opportunity to find middle 
ground with .Congressional Democrats on moderating ;the GOP Medicare overhaul. 

I I 

Vote #7 -October 26, 1995 -Voting For $27p BILLION in Medicare Cuts 
to Pay For $245 BILLION in Tax Cuts, Targeted to the Wealthy - Once 
Again 

On October 26, 1995, 223 House Republican·s voted for passage of H.R. 2491. GOP 
Bud9et Reconciliation Act for FY 1996, which included both the drastic $270 BILLION in 
GOP Medicare cuts (which had also been included in H.R. 2425) ~ '$245 BILLION in 
GOP tax cuts targeted to the wealthy. 

The GOP had first passed the Medicare cuts separately, (H.R 2425) - without the tax cuts. 
and other provisions of their balanced budget plan - ih order to argue that the Medicare 
cuts had nothing to do with their tax cut package (see Vote #5 above). 

')' 

However, their attempted subterfuge was unmasked;. on October 26, when the GOP 
brought to the House Floor H.R 2491, their seven-year balanced budget bill. which 
incorporated all of the provisions of their previously-passed Medicare bill. The GOP clearly 
had to incorporate their $270 BILLION in Medicare cuts into their overall budget bill -­
because the GOP had no other source for payio~for their $245 BILLION package of 
generous tax cuts for the wealthiest Americans. Hence, the GOP Medicare cuts and GOP 
tax cuts had been reunited back into one bill. 

Like the "Contract with America" package of $345 BILLION in tax cuts, the scaled-back 
GOP package of $245 BILLION in tax cuts was eauallytargeted to the wealthy. According 

i; -
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to the Treasury Department. 48% of the tax cuts went to the top 12% of American 
households - those making over $100,000. Indeed, under the GOP tax cut package, the 
average tax cut for the top 1 % of households - those i.naking over $350,000 a year - was 
$8.500 a year! · 

Vote #8 - October 30, 1995 -- Voting Against Amending GOP Budget Bill 
to Protect Health Care for Seniors & Minil'.llize Tax Cuts Favoring the 
Wealthy 

On October 30, 1995, 218 House Republicans voted against a motion offered by Rep. 
Sabo to instruct the House conferees on H.R. 2491, GOP Budget Reconciliation Act for FY 
1996, to protect health care and income security for seniors, avoid increasing the number 
of Americans who lack access to health care, and minimize tax cuts for the wealthy. 

r : 
Hence, once again, on this vote, the GOP voted to insist on their generous tax cut package 
for the wealthy - which required them to also insist on their deep cuts in Medicare to pay 
for this generous tax cut package. Once again, they resisted an opportunity to find middle 
ground with Congressional Democrats on moderating· the GOP Medicare overhaul. 

Vote #9 ..- November 15, 1995 ._Voting Against Prohibiting Cuts in 
Medicare That Reduc~ the Quality of Care and Prohibiting Tax Cuts Until 
There Is A Balanced Budget 

On November 15, 1995, 232 House Republicans voted against a motion offered by Rep. 
Obey to ·recommit H.J.Res. 122, Continuing Appropriations for FY 1996, to the 
Appropriations Committee with instructions to reportl (t back with an amendment to the 
provisions requiring a balanced budget in seven ye~rs to prohibit cuts in Medicare that 
would reduce the quality of care for senior citizen~. prohibit reductions in education 
spending, and prohibit tax cuts until there is a balanced budget. 

And hence, once again, on this vote, the GOP voted·to insist on their generous tax cut 
package for the wealthy - which required them to also ~on their deep cuts in Medicare 
to pay for this generous tax cut package. · 

Vote #10 - November 17, 1995 -- Voting For $270 BILLION In Medicare 
Cuts to Pay for $245 BILLION in Tax Cu~~ Targeted to the Wealthy --
Once Again .. · 

On November 17, 1995, 232 House Republicans vo_ted for adoption of the conference 
report on H.R. 2491, GOP Budget Reconciliation Act for FY 1996, which, like the House­
passed version of the bill, included QQ1h the drastic $270 BILLION in GOP Medicare cuts 

t 
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The issues on this vote were identical to those on passing the Hause version of the GOP 
budget reconciliation bill. (See Vote# 7 above.) 

Vote #11 - May 16, 1996 - Voting Against Bipartisan Reforms That 
Would Extend Trust Fund Solvency Through 2005 

On May 18, 1996, 225 House Republicans voted against a substitute offered by Rep. Sabo 
to H.Con.Res. 178, GOP Budget Resolution for FY 1~97. The Sabo substitute contained 
President Clinton's budget for FY 1997, as re.estimated by the Congressional Budg·et 
Office. The Clinton budget contained $116 BILLION ip Medicare refonns (as re-estimated 
by CBO) over seven years - reforms that represeRted common grourJ.Q. between the 
Democratic and Republican Medicare proposals. 

The Congressional Budqet Office has proiected that the Clinton budget. as re-estimated 
by CBO. would extend the solvency of the Trust Fund through 2005 -which is very similar 
to the GOP version of the FY 1997 budget resolution, which would extend the solvency 
of the Trust Fund through 2006. (One reason that the Sabo substitute extends the life of 
the Trust Fund for about as long as the GOP plan, even though the GOP plan contains 
much deeper cuts in the Medicare program. is that the GOP budget plan also includes a 
repeal of the 1993 increase in Social Security subject to tax for the wealthiest 13% of 
Social Security beneficiaries -- money that, under the 1993 Act, is dedicated to the 
Medicare Trust Fund.) ·; '1 

The reforms in the Medicare program - agreeable to both political parties - contained in 
the Sabo substiMe included such provisions as those making various reforms in Medicare 
reimbursement for hospital services; provisions to enh~nce the prevention, detection. and 
prosecution of Medicare fraud and abuse; and various ~reforms in Medicare reimbursement 
for home health services. ! · 

Hence, once again, Congressional Republicans have rejected an opportunity to reach 
agreement with Congressional Democrats on $116 BILLION in Medicare savings that 
would have extended the solvency of the Trust Fund through 2005. 

' 

.. 

Vote #12 -- May 16, 1996 - Voting For $168 J31LLION In Medicare Cuts to 
Pay for $176 BILLION in Tax Cuts, With M~~h Going to Wealthy 

Finally, on May 18, 1995, 221 House Republican~ voted for adoption of H.Con.Res. 176, 
·GOP Budget Resolution for FY 1997. The GOP budget resolution called for $168 BIL,LION 
in cuts in the Medicare program over six years - in order to pay for $176 BILLION in tax 
c:.frts. much of which.would go to the wealthy. 

House Democratic Policy Committee 
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Although these Medicare cuts seem somewhat small~r than the GOP Medicare cuts. 
proposed in 1995, in fact, the GOP Medicare plan is essentially the same as last year's 
GOP Medicare plan. The GOP policies to drastically restructure and substantially cut back 
on the Medicare program remain the same. 

The GOP Medicare cuts appear smaller primarily for two reasons: 1) the Medicare cuts are 
now for six years. instead of seven years; and 2) the Congressional Budget Office has 
changed its estimate of the cost of maintaining Medicare under current law. which has the 
effect of reducing the estimate of the savings generated by the same GOP Medicare 
policies. ''' 

Hence, one more time, Congressional Republicans have voted for drastic cutbacks in the 
Medicare program in order to pay for their generous tax' cut package for the wealthy. 
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NEWS FROM THE HOUSE DEMOCRATIC LEADER 

For Immediate Release: 
Tuesday, June 4, 1996 

Democratic Leader Richard A. Gephardt 
H-204, U.S. Capitol 

Statement By House Democratic Leader Richard A. Gephardt 
On Republican Medicare Cuts In 'fl.le 104th Congress 

PAGE 

"We're here today for a simple reason. As we await tomorrow's Medicare Trustees Repon -­
and as we steel ourselves for more Republican hysteria about their efforts to .. save" Medicare -- it's 
time to put aside the rhetoric, and focus on the record. 

"We're issuing a repon that chronicles the Republicans' votes against Medicare throughout this 
Congress. And it leads to one inescapable conclusion: Newt Gingrich and Bob Dole have never met a 
Medicare cut they didn't like. Their goal has been to raid Medicare. not to save it -- to lavish more tax 
breaks on the very people who don't need them. 

"Bob Dole brags about casting his first votes against Medicare when most of us were still 
wearing knee-pants. Newt Gingrich said last year that under~his plan, Medicare would "wither on the 
vine." Then they tell us with a straight face that they're reaily saving Medicare by slashing it to pay for 
tax cuts -- proving that chey're a lot better ac stand-up comedy than they are at public policy. 

"The future of Medicare is no laughing matter. This Wednesday, the Medicare Trustees will 
confirm what we've known all along -- that we need a real, bipartisan solution to Medicare -- the kind 
we could have had last year when Democrats put a serious plan on the table. 

"Instead, the Gingrich-Dole troops voted 12 separate times against Medicare since taking 
control of Congress. Think about it -- a dozen votes to destroy Medicare. That's hardly what the · 
American people voted for in 1994. 

'"According to press reports last year, the Republicans hadn't even heard of the Trustees Report 
until they needed a way to justify their Medicare cuts to payJor tax cuts for the wealthy. So we can 
expect even more mock concern when the new Trustees RePon comes out tomorrow. Bur the truth is, 
every time Democrats have really done something about the~ Medicare problem in recent years -­
including rimes when the program was worse off than it is roday -- Republicans were missing in action. 

'They even have the audacity to claim that they're nht really cutting Medicare. since the 
absolute dollar amounts increase under their plan. What they fail to point out is that this is before we 
account for inflation, new and expensive medical technology, and the aging of the population. Because 
of these faccors, the Republicans would force Medicare to grow much more slowly than private health 
care plans -- meaning that seniors on Medicare v.·ould be stuck in second-rate plans that offer worse 
health care than they have today. Regardless of Beltway jargon, that can only be considered a cut in 
real people's lives. 

"The record is clear. It's time for Newt Gingrich and Bob Dole to renounce their trickle-down 
tax cuts, and work with us toward a real and reasonable solUtion to the Medicare problem." 

# # # 
CONT ACT: Laura Nichols/Dan Sallick (202) 225-0100 
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May 9, 1996 

TO: Distribution 

FROM: Chris Jennings, Jennifer Klein 

RE: Medicare Trust Fund 

Attached is letter from CBO which estimates that the President's budget proposal 
would extend the life of the Trust Fund to 2005. We stand by our projections that the 
President's plan would extend the life of the Trust Fund ten years from today (2006). 

Regardless~ CBO's estimate confirms that the President's proposal strengthens the 
Trust Fund for far more ·than one year which Republicans have claimed. 

I hope you find this information useful. Please feel free to call me at 6-5560 with 
any questions. 
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OOllGRESSIONA1. BUDGEf OFFICE 
us. CONGRESS 
WASHINGION,, O.C. '-0515 

Honorable J. James Exon 
Ranking Minority Mcmbc-r 
Committee on the Budget 

_:._:___:_--United States Senate 
Washington, D.C. 20510 

Dear Senator: 

May 9, 1996 

flJOOl/001 
PAGE 2/2 

June E. O'Neill 
Director 

At yom re.qu~ the Congtessional Budget Office (CBO) has examintd the effects of the 
Administration•s budgewy proposals on the Hospital Insurance (Ill) ttust tuud. Under 
current law> the Ill trust find is projected to become insolvent in 2001. · CBO estimates that 
the AdminisUation's proposals would postpone this dat.c to 2005. 

cc: Honorable Pete V. Domenici 
Chairman 

Sincerely, 

.~f.~ 
q 'llilC E.. O'Neill 



FALSE CLAIM AND THE FACTS ON HOW LONG THE PRESIDENT'S BUDGET 
EXTENDS THE LIFE OF THE MEDICARE TRUST FUND 

May 9, 1996 

FALSE CLAIM: Without its gimmicks, the President's budget only extends the life of the Trust 
Fund by one year. 

THE FACTS: Not True. 

I. The President's balanced budget guarantees the life of the Medicare Trust Fund for a 
decade - the UIM as the Senate Republican budget. The President's budget would 
make the Trust Fund as strong as its been in 9 of the last 14 Trustees' reports. It builds on 
the President's 1993 deficit reduction plan, which extended the life of the Trust Fund by 3 
years -- without a single Republican vote . 

.. ______ 2. The President's budget strengthens_the Trust Fund by: 

a. Moderately reducing provider payments; and 

b. Restoring the pre-1980 law on Part A home health benefits -- This is NOT a 
gimmick: 

• Prior to 1980, home health care services unrelated to hospital stays were not 
financed by the Hospital Insurance (Part A) Program. Only the first 100 home 
visits after a three-day hospital stay were financed under Part A. All other visits 
were financed by Part 8. This is because Medicare Part A was intended to 
finance costs related to hospital stays . 

.. 
• In 1980, the law was changed and nearly all home health costs were shifted to 

• 

Part A. 

The President's proposal simply restores the pre-1980 law because home health 
care expenditures unrelated to hospital stays should not be financed by the Part 
A Trust Fund. Shifting home health spending unrelated to hospitaliz.ation back 
to the Part 8 programs helps extend the life of the Medicare Part A Trust Fund. 
(This shift will not affect the Part 8 premiums, coinsurance or deductibles.) 

3. REPUBLICANS ARE BEING HYPOCRITICAL: The 1995 House Republican budget 
also shifted some home health costs from Part A to Part B. The House-passed 
Republican reconciliation bill also transferred certain home health care expenditures from 
Part A to Part B -- similar to the proposal· in the President's balanced budget. So if 
Republicans say it's a gimmick it's a gimmick every Republican in the House voted for. 

4. President Clinton's budget extends the life of the Trust Fund as long as the Senate 
Republican budget, but without their $167 billion Medicare cut and without their 
damaging structural changes. The President's balanced budget proves the Republican 
$167 billion Medicare cut and damaging structural changes are not necessary to balance the 
budget and strengthen the Trust Fund for a decade. 



MEDICARE TRUST FUND TALKING POINTS 
May 9, 1996 

NEW CBO AND TREASURY ESTIMATES CONFIRM WHAT WE ALREADY KNEW­
REPUBLICANS SHOULD ACCEPT PRESIDENT CLINTON'S CALL TO BALANCE THE 
BUDGET AND STRENGTHEN THE MEDICARE TRUST FUND. 

• The latest CBO and Treasury reports on the Medicare Trust Fund simply confirm that we 
need to balance the budget and strengthen Medicare. As CBO said in its April 30th 
testimony, " ... the projected date of insolvency should be viewed not as telling us 
something new, but confirming what we already know." 

THE PRESIDENT'S BALANCED BUDGET GUARANTEES THE LIFE OF THE MEDICARE 
TRUST FUND FOR A DECADE - THE SAME AS THE SENATE REPUBLICAN BUDGET. 
The President's balanced budget proves the Republican $167 billion Medicare cut and damaging 
structural changes are not necessary to balance the budget and strengthen the Trust Fund for a decade. 
Republicans are using Medicare to pay for tax cuts targeted at the wealthy. 

• The Republican budget reduces Medicare spending by $167 billion -- $51 billion or 44% 
more than CBO scored the President's balanced budget. Republicans could use savings 
from cutting corporate subsidies and closing tax loopholes to reduce their Medicare cuts -­
but instead they use these savings to fund capital gains and other tax cuts for the wealthy. 

ACTION IS NEEDED - BUT THE ONLY CAUSE FOR ALARM IS THE REPUBLICANS' 
REFUSAL TO MEET WITH THE PRESIDENT TO STRENGTHEN THE TRUST FUND AND 
ALANCE THE BUDGET. 

• ·Over $120 Billion remains in the Trust Fund. There is no imminent danger that claims 

• 

• 

will not be paid. 
.. 

Although the Tru~t Fund did not perform as well as projected in 1995, the difference 
between the actual and projected performance was within the t)•pical margin of 
error, and has been incorporated into budget projections. The Trust Fund's balance was 
affected by hospital admission increases, hospitals' treating sicker and more expensive 
patients and billing at faster rates, and increased use of home health and nursing home 
services. 

• Monthly fluctuations in the Trust Fund balance are normal. The Trust Fund's balance 
fluctuates up and down from month to month based on the timing of payroll revenue 
collection, quarterly interest payments, and payments for services. The· Treasury reports 
on the Fund's balance in a report sent to every Member of Congress each month. 

FROM THE START, PRESIDENT CLINTON HAS TAKEN ACTION TO STRENGTHEN 
THE MEDICARE TRUST FUND. 

• The President's 1993 Economic Plan extended the life of the Trust Fund by 3 years -­
without a single Republican vote. 

The President's Health Care Refonn Plan would have extended the life of the Trust Fund 
by another 5 years past the current date of 2002. 



MEDICARE TRUST FUND TALKING POINTS 

Times and Post Articles Show Why Republicans Should Agree to Resume Balanced 
Budget Negotiations: 

• The President's balanced budget proposal contains enough Medicare savings to extend 
the life of the Trust Fund for a decade from now. 

• The latest information on the Trust Fund simply shows why it is so important for 
Republicans to accept the President's invitation to resume serious balanced budget 
negotiations. 

Information Should Not Be Used to Scare Medicare Beneficiaries: 

• Over $120 billion remains in the Trust Fund and there is no imminent danger that 
claims will not be paid. 

• The updated information should not be used to scare the 37 million elderly and people 
with disabilities and should not be used for partisan, political purposes. 

• The Trust Fund will pay out claims at least through the tum of the century and much 
longer if the Congress enacts the President's balanced budget proposal. 

Information Validates the President's Position on Medicare: 

• The latest information simply provides additional validation for the President's position 
that we should move forward and balance the budget and strengthen the Trust Fund. 

• The President has offered a proposal that achieves $124 billion in Medicare savings, 
which would extend the life of the Trust Fund by at least 10 years from now. 

o This proposal builds on the President's previous successes in strengthening the 
Medicare Trust Fund. In 1993, without one Republican vote, he signed into law 
Medicare savings and other financing changes that extended the life of the Trust Fund 
by 3 years. 



MEDICARE TRUST FUND UPDATE 

Background 

In 1995, the Medicare Hospital Insurance Trust Fund Trustees' Report projected that 
the Medicare Trust Fund would become exhausted in 2002. It also projected that shortly after 
1996, fewer dollars would be going into the trust fund than would be paid out. (The 
projections are based on information prepared by professional, career actuaries at the 
Department of Health and Human Services.) 

In late 1995 and early 1996, actual data indicated that expenditures out of the Part A 
Trust Fund were exceeding projections by about 3 percent and incoming revenue was slightly 
less than originally projected (by about 1 percent). (The variation reported falls within a 
typical margin of error and has now been incorporated into their current budgetary estimates.) 
Interest in this issue has been heightened largely due to recent articles in The New York 
Times and The Washington Post. 

April 19th Monthly Treasury Statement and Distribution of Information. The 
latest available information does confirm that outgoing expenditures are exceeding incoming 
revenue by about $4.2 billion for the first six months of fiscal year 1996. This tracks the 
projections the actuaries used for the preparation of the President's Fiscal Year 97 budget. The 
expenditure and revenue changes have been reported and widely distributed to the Hill. They 
are included in the monthly Treasury report, which is given to every Member of Congress and 
is made available to the public. The latest report, which includes the $4.2 billion figure, was 
included in the April 19th "Monthly Treasury Statement." In addition, updated projections of 
the decreasing Trust Fund balance were included in the published, March Congressional 
Budget Office Medicare baseline. 

Factors· that Explain Changes in Numbers. Factors contributing to the experience of the 
Trust Fund to date include: seasonal variations in incoming revenue, increases in hospital 
admissions, sicker and more expensive patients being treated in hospitals, hospitals billing 
Medicare at faster rates, and increases in utilization in home health and nursing home services 
(which are also reimbursed under Part A.) 



.. 

MEMORANDUM 

April 23, 1996 

TO: Distribution 

FR: Chris Jennings 

RE: Medicare Trust Fund 

The attached document on the Medicare Trust Fund was written in response to Robert 
Pear's article in today's New York Times. I hope you find this information useful. 



MEDICARE TRUST FUND UPDATE 

Background. In 1995, the Medicare Hospital Insurance Trust Fund Trustees' Report 
projected that the Medicare Trust Fund would become exhausted in 2002. It also projected 
that shortly after 1996, fewer dollars would be going into the trust fund than would be paid 
out. (The projections are based on information prepared by professional, career actuaries at 
the Department of Health and Human Services.) 

In late 1995 and early 1996, actual data indicated that expenditures out of the Part A Trust 
Fund were exceeding projections by about 3 percent and incoming revenue was slightly less 
than originally projected (by about 1 percent). (The variation reported falls within a typical 
margin of error and has now been incorporated into their current budgetary estimates.) 

April 19th Monthly Treasury Statement and Distribution of Information. The 
latest available information does confirm that outgoing expenditures are exceeding incoming 
revenue by about $4.2 billion for the first six months of fiscal year 1996. This tracks the 
projections the actuaries used for the preparation of the President's Fiscal Year 97 budget. The 
expenditure and revenue changes have been reported and widely distributed to the Hill. They 
are included in the monthly Treasury report, which is given to every Member of Congress and 
is made available to the public. The latest report, which includes the $4.2 billion figure, was 
included in the April 19th "Monthly Treasury Statement." In addition, updated projections of 
the decreasing Trust Fund balance were included in the published, March Congressional 
Budget Office Medicare baseline. 

Factors that Explain Changes in Numbers. Factors contributing to the experience of the 
Trust Fund to date include: seasonal variations in incoming revenue, increases in hospital 
admissions, sicker and more expensive patients being treated in hospitals, hospitals billing 
Medicare at faster rates, and increases in utilization in home health and nursing home services 
(which are also reimbursed under Part A.) 

Information Should Not Be Used to Scare Medicare BenefiCiaries. It is important 
to note that there remains over $120 billion in the Trust Fund and that there is no imminent 
danger that claims will not be paid. The updated information should not be used to scare the 
37 million elderly and people with disabilities and should not be used for partisan, political 
purposes. The Trust Fund will pay out claims at least through the tum of the century and 
much longer if the Congress enacts the President's balanced budget proposal. 

Information Validates the President's Position on Medicare. The latest information 
simply provides additional validation for the President's position that we should move forward 
and balance the budget and strengthen the Trust Fund. The President has offered a proposal 
that achieves $124 billion in Medicare ·Savings, which would extend the life of the Trust Fund 
by at least 10 years from now. This proposal builds on the President's successes in 
strengthening the Medicare Trust Fund. In 1993, without one Republican vote, he signed into 
law Medicare savings and other financing changes that extended the life of the Trust Fund by 
2 to 3 years. 



DEPARTMENT OF THE TREASURY 

SECRETARY 01' THE TREASURY 

The Honorable Bill Archer 
Chairman 
Committee on Ways and Means 
House of Representatives 
Washington, DC. 20515-6348 

Dear Mr. Chairman: 

WASHINGTON, O.C. 

April 1a·, 1996 

Thank you for inquiring about the status of the Medicare Hospital Insurance trust fund. 
As you know, the Administration has always been and remains committed to the fiscal 
integrity of the Medicare program and to the health security of our nation's elderly. 

As you will recall, I and the other trustees have repeatedly called attention to the need 
for action to preserve these funds. Over a year ago, we warned that, without it, the HI 
trust fund would be depleted within seven years. 

The Administration followed up with a set of concrete proposals to preserve Medicare. 
The President's FY 1997 budget proposal preserves Medicare, expands choice and 
preventive benefits, and cracks down on fraud and abuse, while balancing the budget. 
It would strengthen the trust fund and extend it well into the next decade. That would 
provide the President and the Congress the time to make longer-tenn refonns to the 
Medicare program and its finances. 

The Congressional majority, too, has made proposals. We continue to believe, most 
strongly, that the Congress and the Administration can and should act. We should 
resume ·ciiscussions and reach an agreement on balancing the budget and 
strengthening the Medicare Trust Fund. 

In your letter, you asked that we make every effort to complete the 1996 Trustees' 
report, and we are. As Secretary Shalala described in her letter to you in February, 
and as she and l testified before your committee, that report has been delayed as a 
result of the partial govemment shutdown and attendant work stoppages that resulted 
from this year's harsh winter. These combined both to slow down the work of the Social 
Security Administration staff, and to delay production of some of the economic data on 
which their projections are based. 

Only last month, Congress enacted a change in the Social Security earnings test. This 
increased the workload of the Social Security Administration and req1Jired a 

. recalculation of the OASDI and HI trust fund cash flows, causing a further delay. As 
you noted in your letter, the Social Security actuary now reports that he hopes to be 
able to provide a draft for the Trustees' approval by early June. We anticipate the 
report to be completed no later than June 10th. 



-. 
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As you might expect, we have. been monitoring this situation closely. My staff has been 
in contact weekly with the offices of the chief actuaries at the Social Security • 
Administration and at the Health Care Financing Administration to ensure that every 
effort is being made to issue the Report as soon as possible. In the meantime, we 
continue to publish the receipts and outlays of the HI trust fund every month. 

I should reemphasize the point that I made when I testified before your eommittee 
several months ago - that any one year's results will not change the need for us to act. 
Both the Administration and the Congress have proposals. As the President has 
indicated. there are sufficient savings right now to balance the budget and extend the 
life of the Medicare HI trust fund. We should not delay our joint efforts to balance the 
budget and shore up this program that helps provide health security to our nation's 
elderly. We remain ready and eager to work together. 

Sincerely, 

Robert E. Rubin 



I 

"'\-""\'\llcJ 

Monthly Treasury Statement 
of Receipts and Outlays 

of the United States Government 

Highlight 

The cumulative outlays for the Earned lncorne Credit are $13.6 billion. SS.9 billion more 
than Fiscal Year 1995. This is due primarily to elimination of delays experienced in 1995 

~hat were associated. with Internal Re\renue Service fraud prevention measures. 
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THE WHITE HOUSE 

WASHINGTON 

February 28, 1996 

The Honorable Bill Thomas 
Chairman, Subcommittee on Health 
Committee on Ways and Means 
House of Representatives 
Washington, D.C. 20515~6348 

Dear Mr. Chairman: 

I appreciate the opportunity to respond to your letter suggesting that the 
Administration failed to fully and properly disclose information about the performance of the 
Medicare Trust Fund in fiscal year 1995. I hope the information in this letter will make clear 
that the information was widely circulated and analyzed by Congressional and outside experts 
in late 1995. As Chairman Domenici's February 12, 1996 Budget Bulletin stated. the 
information "first became available last October, in the Monthly Treasury Statement (MTS) 
summarizing outlays for FY 1995. This new data was incorporated by CBO into their revised 
December baseline." 

The following is a detailed summary of the actions the Administration took to release 
information on the performance of the Trust Fund in fiscal year 1995 and the extent to which 
people outside the Administration. including the Congressional Budget Office. were aware of 
the Trust Fund's performance in fiscal year 1995. I believe it will make clear that the 
information was fully and properly disclosed: the information was sent to every Member of 
Congress (with multiple copies to your own Committee). was analyzed in 1995 by CBO and 
actuarial groups, and was even incorporated into the CBO revised December baseline. 

• 

• 

The Administration reported the Medicare Trust Fund's income. outlays, and 
invested assets at the end of the fiscal year 1995 in the "Final Monthly 
Treasury Statement of Receipts and Outlays of the United States Government" 
on October 27, 1995. 

Nearly 4,000 copies of the Treasury Department's report \Vere distributed to the 
public, including individual copies for every Member of Congress, with 50 
extra copies to your House Ways and Means Committee. as well as the Senate 
Finance Committee, the House and Senate Budget. Appropriations. and 
Banking Committees, and the CBO. 



• The summary of the Report (p.4) clearly stated that "outlays from the Hospital 
Insurance Trust Fund (Part A) exceeded the MSR estimate by $2.9 billion." 
Clearly, this fact would not have been highlighted in the summary if there were 
any intent to conceal the information. 

• The table of contents on the front page of the official Treasury Report gives 
the page number for a few items, including the table on "federal trust 
funds/securities." The table -- which lists the year-end status of all the major 
trust funds -- is widely analyzed and shows that the $129 billion Medicare 
Trust Fund ran a $36 million deficit in fiscal year 1995. 

• While your letter suggests that the information was not highlighted for policy 
makers, the CBO analyzed the Treasury report and widely circulated its 
November 7, 1995, "Analysis of the September Treasury Statement," including 
mailing a copy to Administration officials. 

• CBO then used this information and incorporated it into its December baseline. 

• The American Academy of Actuaries, chaired by Guy King, also analyzed the 
Treasury Department report and mentioned the fiscal year 1995 performance of 
the Trust Fund in its "Comments and Recommendations on Medicare Reform," 
dated December 21, 1995. 

• As Chairman Domenici's February 12, 1996 Budget Bulletin stated, the Trust 
Fund information reported in the New York Times. "first became available last 
October, in the Monthly Treasury Statement (MTS) summarizing outlays for 
FY 1995. This new data was incorporated by CBO into their revised 
December baseline. It was partially offset by Medicare part B expenditures 
which came in lower than projected." The Majority Staff of the Senate Budget 
Committee concluded in the Budget Bulletin that "the recent changes in 
projections do not significantly affect the long-run Medicare situation." 

Congressional and Administration staff experts may not have raised this information to 
the level your letter seems to suggest they should have because the Trust Fund's fiscal year 
1995 performance is but one factor upon which the HCF A actuaries base their projections of 
the Trust Fund's long-term performance and its projected depletion date. In making their 
projections, the HCF A actuaries analyze a range of factors, including the Trust Fund's 
performance in the current fiscal year, and current data on health care costs, interest rate 
expectations, and HI payroll tax income. As you know, the actuaries are currently in the 
process of analyzing these and other factors for the Trustees' 1996 report. While it is possible 
that when everything has been analyzed, the Medicare Trust Fund performance in fiscal year 
1995 may contribute to slightly moving back the depletion date, it is still not clear. Indeed, 
the change from projections for fiscal year 1995 was within the range of normal variation. 
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I would also note that the Trust Fund did not go "broke" in fiscal year 1995, as your 
letter states. Far from being "broke," the Trust Fund had a balance of more than $129 billion 
at the end of fiscal year 1995. The $36 million deficit in fiscal year 1995 reduced the Fund's 
net assets from $129.555 billion at the beginning of the fiscal year to $129.520 at the end of 
the fiscal year. 

I hope this infonnation helps clear up any misunderstandings about the release of this 
information. We all agree on the importance of strengthening the Medicare Trust Fund. As 
you know, the President's 1993 Economic Plan included three controversial provisions that the 
President fought for and that helped add three years to the life of the Trust Fund. The 
Administration and Congressional leaders now have enough savings in common to balance 
the budget and further strengthen the Medicare Trust Fund by several years, and we have 
repeatedly made the point that we should continue efforts to find common ground on both 
balancing the budget and strengthening the Medicare Trust Fund. 

Gene B. Sperling 
Deputy Assistant the President 
for Economic Policy 

cc: The Honorable Pete Stark 
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EXECUTIVE OFFICE OF THE PRESIDENT· 
OFFICE OF MANAGEMENT AND BUDGET 

Washington, D.C. 20503-0001 

2/28196 
LEGISLATIVE REFERRAL MEMORANDUM 

22:20 No.021 P.01 

LRM NO: 3601 

FILE NO: 765 

Total Page(s): _5_ 
TO: Legislative Liaison OfY7r 13F,e Distributlon below: 

FROM: Janet FORSGREN/ ~;l.'t£<.~1r Assistant Oiroctor for Legislative Reference 

OMB CONTACT: Robert PELLICCI 395-4871 
Legislative Assistant's line (for simple responses): 395· 7362 
C=US, A=TELEMAIL. P=GOV+EOP, O=OMB, OU1=LRD, S"'PELLICCI, G=ROBERT, l=J 
pelliccl_r@a1.eop.gov 

SUBJECT: HHS Os and As on status of the Medicare Hospital Insurance Trust Fund 

DEADLINE: 3:00 p.m. Wednesday, February 28,1996 

In accordance with OMB Circular A-HI, OMB requests the viows of your agency on the above subject before 
advising on Its relationship to the program of the President. 

Please advise us if this Item will affect direct spending or receipts for purposes of the 
''Pay-As-You-Go" provisions of Title XIII of the Omnibus Budget Reconciliation Act of 1990. 

COMMENTS: Attached are proposed Q&As for Secretary Shalala's appearance before the House Ways and 
Means Committee tomorrow. February 29th. 

DISTRIBUTION LIST: 
AGENCIES: 76-National Economic Council· Sonyia Matthews. 2024562174 

118· TREASURY" Richard S. Carro· 2026221146 
EOP: Nancy-Ann Min 

Chris Jennings 
Gene Sperling 
Dr. Tyson 
Carol Rasco 
Jennifer Klein 
Barry Clendenin 
Mark Miller 
Barry Anderson 
Bob Damus 
Mark Mazur 
Joe Minarik 
Lany Jacobson 
Lisa Kountoupes 
Allison Eydt 
Jim Murr 
Janet Forsgren 
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MIKE MCCURRY Sf ATEMENT '·-~.·· 

QUESTION1 

Mi~• MoC~rry downplayeo the 1mport.anae ot'Rick Fo•t•r•• 
statement• to the Nay Xgrk Tim•1, 1ayin9 that perhaps they 
•av•r•tatad• the preliminary HOPA d&tft, that it aaounted to 
only a •traotional• diff•renoe. Yet• D•o~ar memQ t•cm Rick 
Fo•tar to Bruce Vladack aaya that "thi• fFY 1DD51 •KP•rienoe 
ia aiJnifioan~ly l••• tavorable than ••t mated in tne li95 
TrUataes ~•port •••" Which ia it? 

ANSWER: 

• The 1195 Truat••• Report proj•a~ed that HI Tru•t Fund 
income woul~ exoaad expenditure• by $4.1 billion in 
PY19tl; however, it turned out that expenditures actually 
oxaeedecl 1ncame bY $J6 million. I" rY 9S, fund 
expenditure• var• $11C.083 billion. 

• The aouroo of the dif fersnco between tllK projected and 
actual tund balanca WA& a 1.2 percent overestimation of 
total M? Truat Fund incame cand a 3.1 p1rcen~ 
uncaraati~ation ot total HI Truet run4 oxpenditures. 
con•equently, while the attact on the KI Tru•t l'Und 
balance wa.11 111qnifieant, th• actual projection error• 
were small and quit• within raaacn. 

~ I b•11eva Mr. Mccurry waa a110 makin; the point th•~ ~h• 
parf ermance of th• Truat Fund in f iacal year 1995 1& on• 
o! the many taotore upon Wh1cn th• HCF.l actuaries base 
their p~oj•ction ot the Fund•a p•rtoraanca over the 
lonqar term, and it1 projact•d depletion dat•. Other 
fact.ore include new eoc;mom1o p~oj.ci::ion•, new prc1act1an• 
ot HI 1ncoma and •xp•nditurea, and tr1n41 1~ health aarc 
coats and util1&atign. 

.. Khile this i• a 119niticant tinc.Uri.q. it did not 
draat1cally ohu111• th• ove.rall outloo>c tor tho life ot 
th• KI Tru•t rund. In gur May report, baled on final 
aconeMio projection and new eatimatoa of haaltn care 
~o~t• and util1za~1on, ~• will ~a able to report tha 
actual to~al cnan9a in th~ HI Fund'• depletion da~• tor 
199!5. 

. ' 
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PRF.sIDENT'S PLAN DOES NOT ACHIEVE LONG-TERM 
SOLVENCY 

QUESTION: 

In ~h• minutes trom the April 3, 1995 Board ot 'rrU•t••• 
maotint HCPA Administrator Brue• Vladec;:k i• quoted •• ••Y1n; 
that to br1nq th• KI program into actuarial balance tor the 

'· 

f ir•t 21-yo•r prolaotion, either outlby& will have to decline 
~Y JO percent or ncom1 lner•a•• by 44 parc@nt (or aom• 
oombinDtion thereof), It doea not appear to me tnat tha 
President i• av•n clo•• to 11LC1vinq in thi• dir•ction with hi• 
currant M•diuare propoaal. When 1• h• qo1nq to qet ser1oua 
about the aolvenoy o! th• Truat Fund? 

ANSWER: 

~ The Praaidant ie very aoriou• abo~t i~provinq the 
M•dlcare proqram and uphcld1n; our co~~ttm•nt to curr@nt 
benetioiarios and future 9anaratione. We have spent the 
~'~~or part or th• p1mt yeRr focusinq on davelcpin9 
Medicare propcaale to ~o this. 

Aa p1art ot hie compr•han11iv~ plan to balance l:he Federal 
~udqat, the Praaident hae propo1ad M•dicare aavinqs 
provisions totaling f 124 billion ov•r the next: seven 
Y••ra. The Preaidant'• M•dioa~• plan would oxt~nd the 
life ot the HI Tru•t Fund tor at leas~ ~ha next decaae. 
Thia wil.l qive th• Auinhtration and the Conqreaa time 
to address tho lon;-t1rm pro~1ema that will aria• fr.om 
th• retirement ot tn~ bD~Y boomers, which will be9in in 
2010. 

BACKGROUND: 

Tb.• tiqur~• eit•d in th• qu.eat..1.on 30 percent daoraa1e 
in outl~ys or 44 percent iftcr•••• in r•vanua -- appear on 
pa9e Z7 cf the Trustee• report • 

. . ........ , ... ·:··~····'"':""-··· 
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IMPAC'l' ON BUDGET NEGOTIATIONS 

QUESrION: 

Don't you think it th• hud~•t ne;otiatora nad thi• intormatian 
availabl• to them when the D•partaent knov it t.hat it miwht 
hava atf actad th• eeur•• of th• n•votiatione? 

~ First, the bu~9et neqot1etor1 did nave this information 
available.to them: 1n Novemb1r, both aides aqreed to uaa 
r•vi&ad cao ••t1m•~•• durin; tho di•cusaiana. CBO 
r•vi••4 1t• D&lelin• at thia time, and ref lectad, aaonq 
oth•r ohanqe1 and updates, th• latest tiqurea from the 
Tr•a•utl' on th• atatu1 ot the Truat Fund. 

~ second, th• d1tf1renaa between th• projection• and th• 
actual exparianc1 of the Truat Fund laat year waa not 
1utr1a11nt, I believe, to affect the course of budqat 
n19ot1atione. 

Finally, when we consider •ome of the k•y poiftt• ot 
contention in th• Medicare d1bat1, it i• h•rd to ill&~ine 
how 1.1JX Trust fund data coul4 have informed our 
discuaaions: 

• We oppo1e the Rapuhliean increa•• in the Part B 
»r•mium which incr••R~• t'O•ts for ••niors without 
contributin; to aolvanay of th• Part A Truet 1'\U\d, 

• We oppo•• ~limination of li~ita on balano• Dillinq _ 
•• advoc•t•d by Republicans -- vhioh ehift oo•t• to 
••ftiara without affeatint tha molvency of the Truat 
Pund. 

• We oppose Republic~n MSAa -- vhioh cao haa 
estimated will raiae Medica~• oo•t• by mg~• than $4 
billion. Thay ~ill. aotual.l.y ha•t•n th• depletion or 
th• Tru11t Nnd. 

• Wo oppoaa Republican proviaiun• that waaken 
ef'fortca to combat tra\ld •nd abuae. 



DOCUMENTATION THAT MEDICARE PART A TRUST FUND INFORMATION 
WAS PUBLICLY-AVAILABLE AND WIDELY DISTRIBUI'ED BY THE BEGINNING 

OF NOVEMBER 1995 

DOCUMENT 1: October 27, 1995 Treasury Monthly Statement: 

• p.4 Discussed Trust Fund outlay and disbursement 
• Table 8 explicitly showed the $36 million ·deficit 

DOCUMENT 2: Dlstnoudon Ust for Treasury Monthly Reports 

This documented was widely distributed to the Hill: 

• 50 copies were sent to Senate Budget Committee 
• SO copies were sent to House Budget Committee 
• SO copies were sent to Senate Appropriation 
• 50 copies were sent to House Appropriation 
• 80 copies were sent to Congressional Budget Office 
• 400 copies to individual Congressional Offices 

DOCUMENT 3: Congressional Budget Office Analysis (Jim Blum)of Treasury 
September Report: 

• CBO analyzed the September Report and discussed briefly that the Medicare Trust 
Fund numbers also exceeded their projections. 

DOCUMENT 4: Administration Mldsession review: 

•The Midscssion Review stated in July 1995 that projected spending related to 
Medicare Trust Fund projection looked like it would be higher 



j 

··-··--

omcE OFPUBUa~Am • 1500 P!Ml\'ITLTANL\A.VENUE. N.W •• wASBINGTON. D.C. I tom. (nil m-nn 

EMBARGOED FOR RELEASE AT Z:OO P.~ .• E.D.T. Treasury Con.w:t: Calvin Mitchell 
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!O'INT STATEMENT OP 
ROBERT E. R.tJBlN, 

SECRETAllY OP 'rm TREASURY. 
AND 

AUCE. M RIVLIN, 

t .. 

DIRECTOR OF TH£ omCE OF MANAGEMENT AND BUDGET, 
ON 

BUDGET RESULTS FOR.FISCAL 'YEAR 1995 

StlMMARY 

The A.dmi:J.imation is tocay reie..'\Eil:i; the September Monthly Trumry Swarnent oflteccip-..s a%1d 
Outl:.ys of the United State~ Governm=. The sta.tcment ~hOW3 the ai;ma.i financia! totals for the 
fuca.L year cndcc! September ~o. 199~. as tollows: 

a deficit af S 163 .8 billioa {2.3 pcrccm. of Gross Domestic Product (GDP)); 

tow receipts of Sl,3SC.6 billion (19.3 percent of GDP); ud 

tow outlays of S1.~ 14.4 billion (21.5 percent cf GDP). 

RR.- 663 
(MORE) 
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of the United States (jovemment 
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Highlight 

This issue includes the final budget results for Fiscal Year 1995. 
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eucution in the Defemo Busincaa Oeratio.a.,, Fund (DBOF). In FY199S, DBOF euh. ~ 
cespcm:sbilitic:s Wt:n: umsferred to the Mlllmy Dcpanmi:ms aJ1d Defense Agencies. This transfer c 
responsinmttes resntted in mere cauticUs cash m;magrmeot pract:i:es by these activities to e:lSU!e th.a 
cash bal.tnces were sustamed at the ·appropriau= levels. · 

Degaamcm offidugz#gn. Actualo~ for the Departmtm of Education. were $31.3 billion, $1.< 
~below the MSR csnmere Most~ thi:s di:ffac;ng: cc;c;mrcd because Stmcs drew down fund. 
mere $lowly tban ex:pecteei under the Depamne:n( s State famn>la grmt programs. In addition, tbt 
Department obliga.teci filDds more slawty than expected in programs governed by new legjsiaticn o: 
for 'Which new sysr.ems were being put in place. 

Dcpmmcm pfEns;mx Actllal OlltlAys for the Depaxw afE.m::tgy were St 7.6 billiOll. Sl.7 billio1 
biSbel't:Jan tb.c MSR. eSlimate. Almost all the difference is amtbmable to spendout rues bigber t!w 
bist.oricai averag~ upon. which the MSlt es-imams were based, in. the Department's atomic ~ 
defense activities. which inch1de nuclear weapons and enviroame.ntal deump programs. 

Dcponmem ofHgdtb ;pd HsmM Smjccs. -~ outi4)'3 £cr1bz: Dcpmmem of Health and Hurnr 
Services~ $303.l blUian, Sl.J btlllon bigtlcr tlW1 the MSR. estimate, with higher outlays !Ol 
Medicare and Medicaid partly oft!et by lower ~fer other prcgrams. 

Aaua1 ~ fortbe Medicare prQgram wve $1 SO. l billion, $2.l billion above the MSlt cstim&ie 
from the Ho311it111 Imunmcc Timt Fund (l'ut A) exceeded · e S?. 9 billian 

while me Supplcmrnmy · Trust ~ lPart B) outlays were S0.6 billion Jower tlw: 
the MSR estimate. Sea.sonl!.l varialiom in hospital i.npatiem com arc the major comnlr.u:ing f~ 
for HI. 

Actual o~ for the Medicai.ci prognim were S89 .1 billion, $0.6 billion higher than were ~ct 
in the MSll A unexpected im1ux of S0.4 billlon in State-submitted supplemenrat grant a-ware 
requests during September was largely respomible for the increase above the MSR estimate. 

AcnW ~for the Publico: Health SatVice asleacies were S2 l .O billicn, SO.'S billion below the~ 
ecjmate Outla.Y-' for the Rcalt.b. ~ mid Scnic= A.dmini.m'B.tion and the Cent.en for Di.sca.sc 
Comrol showed the greate:Sl reductions from. carJicr emmarcs. . 

A=al outlays for the Adsrnrnsuaticn for Children ami Families. includini family suppon paymeau 
to States, were Sl2.0 billicn, S0.7 billion bllow th.a MS1l eaimate. '1'he bulk of the ciiftinnct 
appears to be from below-prajocted daizm in. w £o=r care =d adoption umamcc progrmm, Iov, 
early spendl.og among Empowerment Zones (retlected iI1 the Soc:i31 Semees Blo~ Grmt), me 
below-projected use of low-income home energy a.ut.st.ance prcgrzm contingency funds. 

D='""1orr ofHcn1W,g zmd I lrbjp Oe:vdoament Depanmeat ofHauang and Uiban Developm•nt. 
Aatuai. outia.ys fort.he Depan:mem of Housing And Urban Developm.eat ~ S29.0 billion., 
SO.S billion above the MSR estimate. The higher ~resulted from the czrty payment ct 

4 
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ANALYSIS OF TiiE SEP!EMBElt TR.E..~SUR Y STATEMENT 

The September surplus ofS7.3 billion was S3.0 billion higher than a year ago but Sl.7 billion 
lower than our estimate for the mcmh. The tisr.al year ended with a deficit of $163.8 billion, $39 .. 3 
billion below last yeatJ deficit of $203.1 billion (see Table 1 ). 

TABLE 1. BUDGET RECEIPTS, OUTLAYS, AND nm DEFICIT 
FOR. SEP'IEMBER l 99S (In billions of dollars) 

Esca! Year Tota.ls 

hceipts 
Outlays 
Deficit/Surpius (-) 

September 
1995 

143.2 
13S.9 

-7.3 

September 
1994 

135.9 
131.6 

-4.3 

1995 

1,350.6 
1.514.4 

163.8 

1994 

1.257.5 
1,460.6 

203.1 

Percem 
Change 

7.4 
J.7 

-19.3 

The 1995 deficit was Sl0.8 billion lower than the CBO March basdin~ esrinwe but Sl.4 
billion higher than our August baseline estimate (see Table 2). CBO's deficit estimates wae closer 
tothemaricthan OMB's. The President's Fcbiuary budget overesrinmed the 1995 deficit by S28.7 
billion, and the OMB July mid-session review underestimated the deficit by $3 .8 billion. 

TABLE 2. BUDGET RECEIPTS. OUTLA VS, AND nm DEFICIT 
'FOR.FY 1995 (Ia billions of dollars)' 

CBO 
March 

Baseline 

1,355.2 
1,S29.9 

174.6 

CBC 
August 
Baseiine 

1,356.7 
l.Sl8.2 

161.4 

1,350.6 
1.314.4 

163.8 

Actuaj Les! 
CBO CBO 
March August 

-4.6 -6.2 
-1S.S -3.8 
-10.8 2.4 



Outlays forthe fiscal yCM totaled $1,514.4 billion. an increase of 3.7 percent from th~ 1994 
level, the same percentage increase in outlays as for the previous year. De!ense-Miliwy outlays 
continued their downward trend, &ling S9 billion (3.4 percent) below the 1994 level. Social Se~-I:y 
benefits and Medicare outlays increased by $33 billion (7.0 percent) over 1994, abou:: the s.:me r..:~ 
of growth as during the previous year. 

Other major benefits grew by S12 billion (3. 7 p~t) in 1995, down slightly from !he ~::re 
of growth in 199~ forthis category of programs. Medicaid grants were up 8.6 peret::1.:, IT'::..r£~~::!ly 
above the 83 percem growth in 1994. Unemployment benefit outlays continued to decline in l 99 5, 
dropping SS billion from the 1994 level. Food and nutrition outlays rose by only 2 per·ce:tt i::. l.S-95 
and supplememal security income bcnems grew by less than 1 percent ( 1994 was booST..ed by l!.!l e:a:ra 
mcmhly payment because of the calendar). On the ether~ EITC outlays were up 30 pe"Ce!lt ov~r 
1994. 

Debt service com rose sharply in 1995. Net interest on the public debt rose hy S29 billion 
(13.6 perant) over me 1994 level. Other federal program outlays, however, fell by St 1 billion (5.9 
percent). but this was the result of specttum auction receipts of S7. 6 billion and a $10 billion increz.se 
;n net negative outlays for deposit insurance programs. If these two items were excluded, ether 
federal program outlays rose by $7 billion (3.6 percent) over the 1994 level. 

TABLE 6. FISCAL YEAR 1995 OtITLAYS (In billions of dollars) 

Major Source 

Defense-Military 
Social Security 

and Medicare 
Other Major Benefits 
Net imerest on 

the public debt 
Other federal programs 

Total Outlays 

CBO 
March 

Baseline 

258.3 

Sl0.8 
333.3 

243.5 
J8l.9 

1,529.9 

CBO 
August 

Bueline 

2.55.3 

509.8 
331.5 

240.4 
111.2 

1.518.2 

Nom: ~ ..._,, _, atid to tom'6 b"°MA of t'flfl1ttim1. 
a. ~ l.h.n uo •ii/loft. 

2.59.6 

509.0 
331.0 

239.2 
175.6 

1,514.4 

Acme.! I"~'--
CBO C..'BO 

Marcil Allgus:: 

1.2 4.2 

·1.9 ... ').9 

-2.3 -0.5 

-4.3 -Ll 
~ :lJi 

-lS.S -3.& 

Total outlays in 1995 were S1S.5 billion lower than we projected in our March baselin~ nnd 
S3.8 billion below our August update estimate. 111c comparable OMB misesrimnes wen:: $2<.~ 
billion for the February budget and S3.5 billion for the July mid-session review. As shov.ro. in T .lbl:; 
6, the bulk of the lowcr-tban-ecpec:tcd spending from the CBO estimates were in the "ot~~M" ic~f:'...-:!J 
programs" aregcry and involved a variety of programs including deposit insurance, CCC fa.rr,J p:1~ 
suppons, Public Health Service, Justice Depzmn~ NASA, and the Postal Service. 

4 



Defense-Military outliys were higher than both our March and August estim2tes, but these 
overruns were mere than offset by sbcrmJls in other spend.mg arcns. Medicare outlays in total v.rere 
Sl.O billianlowertbnn projeaeciinMarch and August. althaughhosirital insurance (Pm A) exrtt.ded 
OW' projection by SI .4 billion while supplemematy medical insurmce (Part B) outlays fell short by 
$2.4 billion. ... Medicaid outlays, on the other hand, were quite close to our baseline esrimarcs. The 
major shortfill from our March estimate for .. other major benefitsa was for the earned income tax 
aedit, which was reflected in our August update. 

Ogobq Prnjectiom 

Octcbcr receipu are estimated to be $97 billion and outlays S12.S billion, giving a defic:it of 
S28 billicm fer the momh. Last year. October receipts were SS9.0 billion. outlays were $120.4 billion, 
and the deficit was SJ 1.3 billion. 

Tam Blum 
Rosemary Marcuss 
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thrift failures than anticipated through Jun• 
30, 1995, the date when responsibility for 
resolving failed institutions waa tr.ansfenoed 
from RTC to the Savings Association Insur­
_!nce Fund (SAIF). Outlays far SAIF increase 
by $2.9 billion fnnn 1995-2000, due primarily 
to lower proj~cted premium income. higher 
workina capital needs, and slight.ly higher 
1011 rate&. 

Outlay utimataa (OT the Bank. Insurance 
Fund CBIFl decline by $1.8 billion in 1997 
and $1.3 billion in 1998, relative to June. 
The decline arises maiJ:Uy from a lower level 
of projected bank. failures in those two yean, 
reflectini cmrently hilh bank eaminp. In 
2000, projected BIF outlays increase by $2.' 
billion, rda:tivc to .June, largely became, 
under current assumptions, the number of 
:u1ets ~ liquicb.tion woulcl fall. thereby 
prod~ fewer receipts to the Government. 
From 1995-2000, projected BtF out!Ays decline 
by $0.4 billion, relative to June. · 

Ezt:han.61: stabiliza.tion fund.-Thc 1995 out­
lay estimate hm declined by $3.2 billion 
relative to the June estimate, reflecting inter· 
at payments mad.a by Mexico on outstandin1 
loam. 

Pmral .teruiee..-Tha 1995 net outlay esti· 
mate hu declinad by $L4 · b~ relative 
to June, reftecting ezperience to date during 
1995. Record mail volume, which increuet 
receipts, alone with coat containment meu• 
urea have T"eciuced. net COIU. 

· Fcd.ral Hoiuillg ~n i~ 
liquidating fumU.-For thue fund&, which 
retlect cub trnHctiom rela~ to loam 
made before 1992, bueline 1pe11din; eltimwt. .. 
have riaen by $2.2 billian in 1995, S0.3 
billion in 1996, md $3.5 billion from 
1996-2000 to reflect actuala to date and 
to acc:ur.itely represent curnnt practices. In 
addition, mare refined estimates of the admin­
istration's "mark to market" proposal U'Yll 
increased. default coata by $3.2 billion fram 
1990-2000 but g&'Tf:d. $4.8 billion in 1996. 
The 1Savinga an due to legislation which, 
following budget enforcement rules that per-­
tain to credit programs, is recorded in net 
present v:s.lue terma in the yur of enactment. 
On a total cost (mandnMry and discretionary) 
and net present value b:uia, "mark. to market" 

-··-- -
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will praduca lnng-tenn savings of S8.6 billion 
1"8lative to the cast of maintainin~ the status 
quo. 

Medicare.-Estimated outlays are $1.0 bil­
lion higher for 1996 :md $1. l billion higher 
ftam. 1996-2000 for technical reuons. In 
the· hospital insur;mce (HI) prosnmi. projec:t.ed 
11pmding far skilled nmaing W:ilitiea ud 
hospice care hu risen t.o refieet recent c:aat 
data. Projected caste far b.oapitala fall lllightly, 
reflecting a. small drop in e.xpeet:ed ndmjuions, 

part;Wly afDettiDI the iDcreUeL 

lA tbe supplemental medical innnmc:e 
CSMI> progrmn. estimated outlays have de­
cl!neci since June, partially otfaattf.ng inaeaaes 
in the BI proiram. Mott of thia decHae 
i9 due to revised emmew of spendtnr for 
phymian 18"ice1 in 1996 and beyond. Mara 
NCmLt cast data for 1994 and 1995 sugest 
that autla.ys. for physician semces in thDle 
years are bfiber thaD 88t:iJDa;Ud. in the 1998 
Budpt. These hiaher actual outlays are 
paned thfOUlh a atatutor7 fee update formula 
that lowers projected fee updates in 1996 
and 1997, thm reducing eatimated spenclinr 
cm. phyaicia.n senicea in 1996 md. after. 
Ckoup practice estjmatea have alalo decUud 
baaed on ac.=al claia which na:est that 
HMO emoilment is not growing aa vigonnuly 
u anticipated.. 

Fmtual Comnwn.ication Commiu&on ~ 
speetnun a ,,ctton receipts.-Estimated receipts 
have increued by $3.G mJUon in 1995, t.bereby 
reducing total outlays. The FCC . duipd 
and im'Plemanted the and'icm praceu mare 
rapidly than expe:ted. The Administration 
cq1eet1 total receipta for :& aucrimia a1J.tbor. 
iad under OBRA93 to c:uafuzm to the origiDal 
$12.8 billion estimate. 

Diacntionary Budfet AJdhority 

Dilcretionary budpt authority for 1995 
declined from $517.7 billion in February to 
$494.2 billion in June, reilecdn1 the enact. 
ment of Public La.w lo.&-19-th• FY 1995 
Supplemental and RMci.,;on Bill. Bud.pt 
authority increued by $3.3 billion in July 
lar;ely to re1lect recluwification of FEMA 
cilauter relief. which the A.ciminUtration clu-
11ifi.ed a.1 m•nd11tory apen~ in th• June 
estimate•. 



REPUBLICAN GAMES WITH THE MEDICARE TRUST FUND 
October 31, 1995 

Io response to criticisms that they are cutting Medicare too much in order to pay for tax cuts, 
and not to strengthen the Trust Fund as they originally claimed, Republicans have now 
decided to play a shell game with Medicare. 

• 

• 

• 

Both the House plan and the President's plan 
extended the Trust Fund through 2006. 

The Republicans then revised their plan to 
redirect savings from the Medicare Part B 
program and general revenues into the Part A 
Trust Fund. 

The Republicans made this revision to provide 
cover for their excessive tax cut, as well as to 
be able to claim they were pushing back the 
Trust Fund exhaustion date beyond 2006. 

Republicans now claim that their Medicare proposals push the exhaustion date of the 
Medicare Trust Fund well beyond 2010. But the facts are: 

Republicans never cared about Medicare Trust Fund exhaustion dates until they developed 
their plan to balance the budget with a huge tax cut targeted at the wealthy. 

• In 1993, Republicans voted against the President's economic plan which strengthened the 
Medicare trust fund and extended its solvency for another three years. 

• In 1994, Republicans opposed President Clinton's 1994 health care reform plan which would 
have delayed insolvency for another five years past the current date of 2002. 

• In 1995, Republicans latched onto the Trust Fund issue to hide their $270 billion Medicare cut 
after they concluded they needed $270 billion in Medicare cuts to pay for their tax cuts: "The 
GOP had decided to squeeze $270 billion from Medicare to fulfill its promise of a tax cut and 
balanced budget in seven years, a pledge which Gingrich had bound his colleagues in 
February." -- Washington Post, October 29, 1995. 

The Trust Fund actuaries concluded that both the House Republican $270 billion Medicare cut 
and the President's $124 billion proposal both extended the Trust Fund through 2006. As 
reported out of the House Ways and Means Committee, the two proposals extended the solvency of 
the Trust Fund through 2006. 

• More than half of the Republican cuts had nothing to do with the Trust Fund. Most of the 
cuts were in the Medicare Part B program, which covers physician and outpatient hospital and 
lab services. Not one penny of their premium increases went into the Trust Fund. Instead, 
they went into the general fund to pay for their $245 billion tax cut. 

• The net Part A savings from the two proposals were approximately the same -- about $90 billion. 



MEMORANDUM 

TO: Laura Tyson and Carol Rasco October 31, 1995 
FR: Chris J. 
RE: Intra-Program Revenue Transfers and the Medicare Trust Fund 

CC: Jennifer Klein and Gene Sperling 

In virtually every major Medicare restructuring proposal that is now before the 
Congress (with the apparent exception of the Sabo/Stenholm plan), there are provisions to 
transfer Part B revenue into Part A and/or to transfer Part A liabilities into Part B. The 
Senate and House-passed Republican Reconciliation measures and both Democratic 
Leadership alternatives contain at least one of these transfer mechanisms. 

Background 

There are two driving forces pushing the Congress to alter traditional funding stream 
allocations within the program. First, the unprecedented and hyped up focus on the Medicare 
Trust Fund exhaustion date and the competitive desire to push back the date as far as 
possible. And second, the desire to reduce the burden of the Medicare cuts on Part A 
providers, particularly hospitals. (In some cases, there is also a desire to ensure that Part B 
providers, particularly physicians, carry their "fair share" of the load.) 

The most utilized transfer mechanism is a straight general revenue transfer from 
Part B to Part A. It can be found in both Republican budget bills and in the Senate 
Democratic package. Like the Part A home health liability transfer (discussed below), this 
mechanism is being used to add years to the Trust Fund and to moderate the Part A cuts. 
The Part B transfer, however, makes Republicans more vulnerable to the critique that they 
could have just as easily reduced their tax cut and used the resulting excess general revenues 
to extend the Trust Fund exhaustion date. 

The other transfer mechanism tapped by Republicans and Democrats in the House 
simply redirects the liability of some portion of home health care expenditures from Part A to 
Part B of the program. The home health transfer, which has some policy rationale but also 
has budgeting and administration complications, has the advantage of enabling policymakers 
to reduce the amount of traditional Part A cuts {from providers like hospitals) that are 
necessary to strengthen the Part A Trust Fund . 

Attached are tables outlining the net impact on Medicare Part A that results from the 
transfers used by various Congressional bills. As one looks through these plans, the question 
arises as to whether we should consider supporting or advocating similar types of measures. 



HOUSE REPUBLICAN RECONCILIATION nu.ts AFFECTING PART A 8.AVlNGS 
(Source: CBO, I0/'20195) 

HOU&E DEMOCRATIC REOONCILIATION ITEMS AFFECTING PART A SAVlNGO 

Cooimitteo Action (Souioe: CBO, IOJl2i96) 

7-yeai 6a ~rtg I Eetima.10. 

Source {COO elltflletea, 1996-2002) Sour~ 

Part A Pro'fldor SaYlnge /1 S129.2 Pan A - Provtder Savlnge t6 

Re~al of OBRA 'I).) Social 66ourlty ltDI IOI HI (~.6) Savif')\J 8 trnm the Tran&fiH ol Homo Healm to Part 8 n 

Soblotal/2 $91.6 T OOLl Part A Budge! EJlocte 

Tra11sfer Oornm1I Re~ue~Pay tor OBRA 'Q3 li11c ropeal /~ 136.8 

Homo Health Tranel~ from Ptul A lo Part B /4 .SS4.3 

Total Pat1 A &dge-t EHecte /6 $182.5 

NOTE: The locll-box piovi11lon tt001d tK>ld saving& trcm Part B In a Trust Fuoo. TMre i111 no ptO"w't11lon at lhle pol~ 

to traneter of loose moo~& to the HI Tru81 Fund. Beg1Mln'1 wllh FY 2003, lhe Seore(ary may expend tundi in ttio Trust Fund. 

but only to lhe extool provided by Cof)Qro&11 In advance through a 8?1Jcillc amendment. 

/1 ll'\Cll.Klee 6()% ol aav1ng11 from thew prov11ion11: manag&d care. treud and abu!IV, me<iicel lieblllly rolofm, regulalory rell~I. lrwowtlglltlonal d1Mce11, 

ra.11sate, ond Medicare e&eondery PB)'ef 

/2 In general, &fl pass.od oU1 ol Ula Hou~ Wa'jll and Moane ~mines 

13 Tf&llQl&r of Home Heallh lrom Pan A lo B woold r89ull In IUl lncroaee ol $54.8 billion In Pert B uxJ>QmHtunn 

/4 Thie an1dylli11 anumot lhal lhe OBAA '93 tax rape.al I• wp111&.teiy paid for wilh non-M9dlcere provtllone. 11 ltie mon9y fot lhe lu r~polll 

wvre taken 001 o! Medicare, this would aftec( lhe 1270 billion M&dkl11.10 ee-..ng1 ol!tlmete. 

16 tu rirvl11ed, pl&-Hoo&e lloor actloo 

le lnclude1 ffeLS<i ll'ld abuee, mamtged case, 11.11d MeENcare Mcoodary payer p1ovhdoo11 (euumee 00,.. of oavt~111 iire Pe.r1 A) 

· f7 The prop<iw limilt home heallh vial• ul'ldor Par1 A to l20 vhde. All llllblleQuent vtelle woold be paid 

by Part B. Thia reeulte In a 1J1116'er of ouUaye from Put A lo Put B. 

~ . 

7-"(Ntl & v'il IJ II E.!ltJ mal B-ll 

(CBO oollmalos, \OC'IJ.-<.'VV2) 

w~., 

~~ 0 

'127 4 
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SENATE RECONCILIATION ITEMS AFFEcnNG PART A SAVINGS 
(Source: CBO, 10120/95) 

7-year Sa~ngs Es11males 

Source (CBO estJmares, l 996-2002} 

Part A - Provider Savin gsJ 1 $120.5 

Transfer of Certain Par\ B SavlnQS/2 $67.5 

To1al Part A Budget Bfecls $1S8.0 

SENATE DEMOCRATIC RECONDtUATION ITEMS AFFECTING PART A SAVtl 
(Source: Preliminary CBO Stall Esllmale, 10/25196) 

Source 

Part A Provider Sa~ngs /1 

Transfer of Certain Part B Savings /3 

Total Part A Budget Etfecls 

. 7-year Savings E6'1matas 

(CBO 0S1lmat01.S, 1996-2901 

$6& 

$23 

11 Includes managed care, fraud & abuse. Medicare secondary payer (assumes 60% savings are Part A) 

· 12 The savings re.suiting horn fhe Part a premium ($44.2 billlon), deducllble ($ 1o.5 bllll on), 
and high Income premium ($12.8 btlllon) wlll be placed In the HI Trusl Fund 

/3 The pro(losal appropriates lo 1he HI Trust Fund amounts equal to Part e savings . 



REPUBLICAN BUDGET AND THE MEDICARE TRUST FUND 

The Republicans are now claiming that their Medicare proposals push out the 
exhaustion date of the Medicare Trust Fund well beyond 2010. Is this true and, if so, 
how did they do this? 

• First let's be clear: The Republicans never cared about Medicare Trust Fund 
exhaustion dates until well after they decided to pass a $245 billion tax cut. 

• As the October 29th Washington Post article on the development of the Republican 
budget points out, the Congressional Majority never focused on the Trust Fund as an 
issue until after they concluded they needed $270 billion in Medicare cuts to pay for 
their budget and tax cut priorities. 

• As reported out of the House Ways and Means Committee, the $270 billion Medicare 
cut included in the House Republican Budget assured that there would be sufficient 
reserves in the Trust Fund to pay for benefits through 2006. The President's $124 
billion strengthened the Trust Fund for the same time period. 

• The reason both proposals strengthen the Trust Fund through 2006 is because the net 
Part A savings they produced was approximately the same number -- about $90 
billion. This fact clearly illustrated that the Republicans are much more interested in 
using Medicare as a piggy bank than they are in trying to "save" it. 

• In response to criticism from the Congress and the President that only $90 billion of 
the $270 actually was being dedicated to strengthen the Trust Fund, the Republicans 
decided to play an unprecedented shell game with Part B general revenues and transfer 
savings from this program into the Part A Trust Fund. They did this to provide cover 
for their excessive Medicare and tax cut, as well as to be able to claim they were 
pushing back the Trust Fund exhaustion date beyond 2006. 

• The only point the Republicans' shell game proves, however, is that it would be 
just as feasible to reduce the Republicans' unnecessary tax cut and direct the 
savings from general revenue into the Trust Fund. 



HOUSE RECOHC\UATION ITEYS MFECTN; PART A SAVINGS (Sa..rce: CBO, 10f20'95) 

' 7-yoor Savngs E5li i 181eS 

Source (COO estimiltB$. 1996-2002) 

Part A Provider Savngs 11 $128.2 

R€peal d OBRA '93 Social Secuily tax tor HI ($36.6) 

Subtotal 12 $91.6 

Transfer General Rewn\16Sf Pay'°' OBRA '93 tax repeal J3 $36.6 

Home Health Tra11Sfe- frOln Part A to Part B /4 $54.3 

TOO!J Patt A &dget Effects /5 $182.5 

NOTE: The Loct-t>ox pu:wis1on would holci savings from Pert B in a Trust Fund. Thefe is no provision al tis point 
to tralsfer of these monies to the H Trusl Ft.nf. Beginning with FY 2003, ttla Secreta)' may e>cpend furlds in 1be Trust Fund, 
oot only to the extem pro'1ded by Congress in actnmce ttn~ a specific ~t 

11 lnctudes 00% of savings from these provisions: managed cam. Waud and ab.oo, meclicaJ iahlily reform, reg1Jlafory relief, irwestigatie>Aal ~. 
failsafe. and Medicare $OCOOdaly payer 

12 In general, as passed out ol the House Ways and Means ComrrWtlee 

13 frallS1er ol Home HeaJlh from Part Aro B would result in 1111 increase of $54.3 bilion in Part B expendltJres 

/4 Tllis analysis assumes that the OBRA '93 tax repeal is separately paid for witti non-Medicare P'lovisioos.. tf the mooey for tne tax repeal 
were taken out of Medica.re, this wo~ affect ttie $270 billion Meclcaie savirtgS estimate. 

15 As revised, p-e-House fklor actiort 

1 
•I 

\ 



SENA TE RECONCU..IA 110N ITEllS AFFECTWG PART A SAVINGS (Source: ceo. 1o.'21W5) 

1-year Sa.mus Estilc1111es 

S«um (COO estimates. 1996-2002) 

Part A - ProWide1 Savirigsfl $120.5 

Transl€" of Certain Part B Savings/2 $67.5 

T CblJ Part A BlJdlJet EHeds $188.0 

f1 nclJdes m8.f1aged care, fraud & ebtJse. Medicare seconda:ry paye1 (assumes 60% savings are Pa.rt A) 

12 The saWlgs resulting frOOl the Part B pramiuTI ($44.2 bilion), deductible ($10.5 bi!ioo), 
end hVl inmrm prenium ($12.8 bilioo) •ii be ~in fl0 HI Trust FUld 

. ) 

l' 

•.f I ...... 

.. 



~ : 

! i 

A Fax. Al~rt from The c~:uco.r<l Coalili.ol\ 

(F1'X ALERT· Number 9 .. 
'. 

IS TliE GOP'S TRUST-FUND GAMBIT GkJ>ING A WR.Y? 
"'\1 Tith thc:ir 1icw pnipoAls to put ~l!ic:Me sa"1i:np 
VV in -1ocL:boA~.- .ltcpubticam-apinsf the a~c 

of d1cir brightm1 :.1aff-.are pt1shing tlic bndget deb.at(: 
inJ.o !.ant.as;' land. Their origin;Jl wrong tum was the 
decision 10 justify Mcdieo.re cuts soldy en the b;rr..is of 
tnL•r-fund sn~cy. 111e further they gn dnwn thi:<: 
p;llh., the harder ir will 'he w bring lhe debate back to 
~ilete it 'hdongs: lhc: issue: of o'lr'mlll budget balanci::. 

A Oevcr Stratagem 
It all bCS3ll "l:l.ilh 'lhc: im:concilabk ~announced 

in the GOP"s Conu:ia ,.,.jlh t.mc:rie;i: b:dallct the 
b~cr while at the :iainC time cruc:zizig large Jax. cuu 
11?\d pdiing in;m.y largo: pru$1'lilru", most nulilbly SucW 

· S~ty. off the table. Inevirab!y. a ~piop!)rtionatc 
Sohm: of the blldgct-curting biud~ fcll on Medicare:. 

By tl1c fune rl1e budg~ tc:::itllm:ion tolled Mo1Ulcl, it 
d.oa.ncd on the Repoblic:uu: th4r they were going to 
co.lch he..11 for Wigling Ql)t such 4 11opulirr p1oc;ram for 
r.o n\\1c;l-. u'®~ T1 voL~ then tllAt the C"lOP l~hir 
5ecutcd its 'l:r\lit-tund gambiL The aid: was to .say 
wr lhe purpose of c;u~ Mcd.iCMe """"'~ 

0

? rally ro 
balance du; budget •t all. Ii \'YaS ta "save" the Medicare 
1%\d fur.J., which, :.e<:ur<lirit to its Ttuslca, f.211.~ i=ir­
lcnn banlJ'uprey and colossal lOili-tem\ dc;fici~. 

At fut. ttUs :;eeJne(J lil<c: a clever .idea. 13ut then the 
Mll~Cil\ bcg;w to tlJUTWcl. 

For one thins, it anacl;ed of e.-q>edicnc:y. Medi­
c:tllC·s ~-fund troubles, after llll. were lwdly hot 
r>t"'\·t. Fnr ;innthc:r. ~.; Dt11lOC!'m ~re e.tgcr in poini 
out, the so~ issue only p!tuinc:d to the Hos~I 
~W-:Jncc (HI) 1I"\\St Nnd. The g:imbir lfnu; failed to 
j~' lhi; Republicans' propoi.ed sa..~ in Medic.arc:·~ 
Supplc:mc:n\;,ry Malii:.:ll Insunincc (SM!) p11.1~am. 

Ar. this point, lhe Rcpubli~ mish[ hav~ co.me 

clc.e..n with the public: and :;tc.crcd the dc:bau: back to the 
1al i:m•c: bal.a.i1~1s the: budget. /\fur all. S:Ml i.s 
gro~vins C\Jcn ~er thaD HI~d the only reason its 
~I fwld does Ml fGC! imzninQ]f oGDkt\lpccy is b¢­
tJIU5.l'. ~ccnunting (;nn'lll:nri<>nic usumc th-le gcncntl n:"V<!:• 

nues will plug ~ flutd.ing gap. no rn:rner how llrg~. 
~~d. Rapubl.i~ keep pushiJlg lheir g;imbit to-

: : 

wan! a ludicro~ ico.nclusian. The Seaa1c: wol,ll<l reallo-J 
c.rc much oflhb~proposcd SMl savUt8'·'° the~ 

l. 
f\111d. Tiu: .Eiou~ wonld cit:aU: ~ ~is:,c lf\IS'< flrud 
~eh would bq~redited with all of the SMl ~-

; .= 

... Rut an Unwinnahle F'.nd Game 
'·. 

Both trans.iiawus :uc 1..-y11icaily d~oid of C¢0l1Dnuc 
meanins. By ~errins "!reoswy IOUt to the: HI trust 
fund. the SQl.Qtd would indoed improve Hrs 11cnwial 
hnLmeo. "R\&l irl.imuld dn en thmµgh " f'olpet" rrimi;.\ail'lf\ 

mtin!ly llitem2i :10 g~aitl When IB'i Tl"llS\Ccs 
redeem the IOtfs. rtezwy will 113ve to ~e w;~ or 
borrow ttom llic!publi.c; to hanar them. 1lic Uousc pro­
p~~ '1 ~i=n Ju this mudL It mdc:ly •ppropriCJLcs 
SM! :;3\1\ng. ilito a special Trt.ISlll)' account whcte­
likc ~avi.ngs c~cd 10 th.c !'resident's much-ridiculed 
1993 Deficit Riedutyjon F1111d-tl1e monc:y will ptoa1pr-
iy vanish. ; : 

In ttuth. ~g;t'~ c:nn. ~e;thui the m trust f\lnd 
.my ti11,e ~t ~:~nkc or :i pen. lt did ~ in 199) hy 
crediting ir ~tli B ~w tier of Social Smuiiy ben.r:fit 
~~ (which it ;'now proposes to repe31). If Congress 
also waru:s to icicdit' th:: iUnd v~th unrelated SMI sav­
insi. Wie. Buf a(,)(\ '1 )'tup there. Why nut lbruw in 1hc 

GOP u~ i:li f:um ~id ;md ~7 Or why not ~o 
even .funha-~ h8"C Tn:&."1.U)' wrirc a ~k for sev­
eral mllion d~~an; to tl1c: HI tnist .fiwd "' we wo11 '1 
ha'Vt to '11onyj~bout iI ;rgam !or 1he 1\c:\.-r bl! U!lnuy7 

Thi:; 1tdu~o ~d obsurdmn1unmm·rhe dierade of] 
trmr•fund Acc~ng. "R~u.~ all fcdc:niJ ~cnaco; :ire 
fungiole. the b.il.ancc gf my particular u-ua f"lll.'4 i:> ec0-
nomic:;illy iatle-..~t. Wh:st nane:r:; i:; 1he nc1 difference 
bcrwcen all t~~t:r;il.ti~and all tCdq;it ?Pen.ding-in 'ip 
utbg; won.ls, ltli: i:~lid.1H"d budyer ddial. 

Which brfrig; 11$ beck .age.in to when: we: a.!! wrn;d; 
!>Wncing th~ budget. Y c~. large cw in Medicare arc 
11eedcd to t~mplish uin goal! Bur the issue shct1ld b.: 
a:gued on i~ :0\L"n m~ts and in the conte."'t of olhc:r 
~e ond! tii." pro~ab- The Ricpublic11n5• ~C4.fe 
l<'lcl:~:i; nnlyin'-iAl.:c:r- 1h1:1TI lnr>l.: ridic:ufou..;, ft wnn't fo(')I 
tho: puhlh: f9i. long and it 13'.on"t chuigc the bottom 
line.a ~ : 

The Cun«urtl Cvullti<Jr1.. J DJ 9 19111 S1ra1, NW. S11ilc €10. IVtul11.1it()tt. DC -10036 • Annval S.-bscrip1iun: I25 
pl1c11u; 202-"67-61]] • f.:i:r: JOJ~67-6JJJ • Comp.,_c:;,,._:,:Fcrwr.: Ge Concord 

Cor.<:ard .tV:;un·ve l.)ire•tor: Martha Yliillips - f"a.cir.g J.a:-..s J;."airor!:/Jeil Jio•"~ alld /'l.i:lu1rd Ja.'/cron 
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Medicare LockbQxes ih House and senate Reconciliation Bills 

Both the House and Senat.e reconciliation bills include new 
Medicare '' lockboxes. 11 It is claimed that these 11 lockboxes 11 

separate the Part B Medicare spending cuts from other budgetary 
transactions and that they prec+ude these Medicare cuts from 
being used to findnce tax cuts. Nothing could be farther from the 
truth. Both lockboxes are giJninicks and they ·do not in any ~ay. 
preclude the Part B Medica~e cuts from being used to finance tax 
cuts. 

The absurdity of these lockboxes is made clear by the attached 
fax alert from the non-partisan Concord coalition, chaired by 
former Senators Warren Rudman and Paul Tsongas. The alert states, 
"With their new proposals to put Medicare savings in 'lockboxes,' 
Republicans -- against the advice of their brightest staff.-- are 
pushing the budget debate into fantasy land." 

The House and Senate lockboxes differ in their specifics and are 
analyzed below: 

House Lockbox 

The House lockbox establishes a brand new Trust Fund. The House 
reconciliation bill transfers mon~y out of general revenues and 
into this new Trust Fund: the amount transferred is equal to the 
amount saved from all of the Medicare Part B spending cuts 
contained in the reconciliation bill. No money can be 
transferred out of the lockbox until 2003. The lockbox advocates 
claim that this prohibition ensures that.none of the Medicare 
Part B savings can be used to finance tax cuts. 

This claim is nonsense, as the Concord Coalition analysis shows. 
All Trust Funds are counted as part of the unified Federal budget 
and the unified Federal deficit. Reductions in Trust Fund 
spending show up as reduced Federal expenditures in the Federal 
budget in the same way that any other spending cuts do. By 
reducing overall spending, they enable tax cuts to be made 
without sacrificing the goal of a balanced budget. 

There is another way to demonstrate the absurdity of the new 
Trust Fund in the House bill. since the monies in this new Trust 
Fund cannot be spent before 2003, a surplus builds up during that 
period. However, the surpluses in all Federal Trust Funds are 
lent back to the general fund of the Treasury in exchange for 
IOUs. When money is lent back to the general furid, it can be 
spent on other programs or be used to off set the cost of tax 
cuts. 'l'herefore, the loc.kbox's Trust Fund provides no 
protection against using the Medicare Part B savings to pay for 
tax cuts. 



senate Lockbox 

The Senate reconciliation bill does not create a new Trust FUnd. 
Rather it transfers money out of general revenues and into the 
Medicare Part ~ Trust Fund: the amount to be transferred equals 
the savings in the reconciliation bill resulting from increases 
in the Medicare Part ~ premium and deductible. 

Transferring money into the Medicare Part A Trust FUnd does not 
preclude its use for tax cuts any more than transferring money 
into the new House Trust Fund does. As noted above, all Trust 
Fund transactions are included in the unified budget. Therefore, 
the savings resulting from the senate's premiUlD. and deductible 
increases free up room in the unified budget that can be used for 
tax cuts. Moreover, surpluses in the Part A Trust FUnd are lent 
back to the general fund where they can be used to offset the tax 
cuts. 

The senate lock.box provisions do have the effect of extending 
the solvency of the Part A Trust FUnd some. The absurdity of 
doing this by transferring general revenues into the Part A Trust 
Fund is made clear by the following analysis in the Concord 
coalition fax alerL: 

"If congress also wants to credit the (Medicare Part A) fund 
with unrelated (Part B) savings, fine. But don't stop 
there. Why not throw in the GOP savings in farm aid and 
AFDC? Or why not go even further and have Treasury write a 
check for several trillion dollars to the HI Trust Fund so 
we won't have to wor-r-y about :i.t for the next half century." 

The Concord Coalition statement speaks for itself. 
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THE PRESIDENT'S BALANCED BUDGET PLAN AND THE HOUSE REF'UBLICAN · 
PLAN BOTH EXTEND THE SOLVENCY OF THE MEDICARE TRUST FUND 

THROUGH 2006 •• 

BUT THE PRESIDENT'S PLAN DOES IT WITH LESS THAN ONE-HALF THE 
CUTS. 

• House Republicans clahn that their balanced budget plan would extend the solvency of 
the Medicare Hospital Insurance Trust Fund (Pan A) beyond 2010. That :is false.·· 

• In fact, the Trust Fund's solvency would be extended until exactly the same year --
2006 -· under both the President's balanced-budget plan and the Hous1~ 
Republican plan, according to the career Health Care Financing Administration 
(HCFA) actuaries, as well as the Republlcan staff of the House Ways 1111d Means 
Committee. · 

• The original Republican analysis ignores the fact that the House plan contains 
legislation already passed by the House which reduces the amount of tnc1>me going 
into the Medicare Part A Trust Fund. The legislation repeals a provisic1n of the 
President's 1993 deficit-reduction plan that helped strengthen the Trust Fund. 

• Once this legislation is factored in, the HCFA actuaries project that the H1ouse 
balanced budget plan will delay solvency until the year 2006, the same year as the 
President's plan. 

• This fact was acknowledged publicly by the House Ways and Means Co~ttee 
Republican counsel during the Committee's ~k-up of Medicare legislation. 

• House Republicans are calling for more than twice the Medicare cuts contained in the 
President's plan, yet extending Trust Fund solve~y until exactly the same year. 

• Clearly, the much deeper cuts are needed not to preserve the Trust Fund but to 

facilitate large tax cuts, primarily fo,r those who do not need them. 

• The House-passed provision that reduces the income of the Part A Trust Fund would 
repeal the increase in taxation of Social Security benefits for the highest-income 13 
percent of Social Security recipients. The proceeds from this increase are currently 
placed irito the Medicare Part A Trust Fund, as required by the President's 1993 
deficit-reduction le~islation .. 

• Ironically, while the Republicans are claiming to make fU.nding of Medicare fairer by 
charging higher Medicare premiums to affluent seruor citizens through means-testing, 
they are undoing the effect of that provision through a back door tax cut to nearly the 
same group, reducing means-tested revenues that benefit the Part A Trust Fund. 
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OE,PARTMCNT Of HEALTH 6L HUMAN SERVICF.S 

Th• Adrn;"'i11tr~!o1 
W111hio1,ton, O.C. 20201 

The Honorable Sam Gibbons 
· Ranking Member, 
committee on Ways and MaAn• 
u.s. House o! Representativo~ 
W•&hington, o.c. 2051' · 

oe8r:; Congressman .Gibbonu; 
. . . 

October 11, 1995 

I am ~ri ting in re1pc~lia · to your l'eque&t for informDtion on the 
combined impact on the Medicare Hospital In&uranee (HI) Truist Fund 
of the Republican Medicare propoeah in H.R.24'5 toqathar wJ~th the 
repeal of the Social security tax provision in the Omnibus Bud;et 
Reconciliation Act of 1993 (OBRA'93). 

The OBRA • 9 3· provision 1ncrea1ed the portion of Soc:ial Securit.y 
BUbjeet to Federal income tax end allocate~ thia revenue to the 
Medicare HI Trust fund. The repeal of thie OBRA'93 prov1s1on would 
d~crQaso Ht Tryst rund revenues. 

The cumulative et.feet ot the Medicare Part A HI reductions 1n·:ludQd 
tn H.R. ~4~5 for FY 1996 - FY 2002, offset by the coat o! rep•eaUnQ 
the OS.RA'93 provision, would reduce Part A expendituree by 
approxim4t8ly S93.• billion~ Based on oetimat~e trom Che Health 
Care F in•nc.1.n9 Adminiat.ration '8 actuarie•, the reaul tl.n~ yeis.r-by­
year ··net." Medicare Part A eovinqa would extend the life of ·c.he HI 
Trust Fund through tha third qu•rter of calend4r year 2006. This 
estimate is baaed gn the 1ntermea1at9 s~t of aaaumptiona in the 
1995 Trustees Report. · 

Please let me know if I con provide any further informa~.1.on. 

Sinoerely, 

h-t~ 
Admlniltra tor 

Att .. chment 
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Medicare Part A "Net" Savings Estimates 
Net Effect of HR 2425 Medicare Part A SaYen and Repeal ofOBRA •9J. Provision1 

Yur Medicare Part A Repeal of OBRA '93 Net Rt:duttion in 
Savio11 Provisionl Part A Spending 

1996 -$3 $2.9 -$0.1 

1997 -$7 $4.$ -:!&2.7 

1998 .$14 $4.9 -5:9.1 

1999 -$20 SS.3 -Sil4.7 

2000 -$24 $5.8 -518.2 

2001 -$29 $6.4• -S22.6 

2002 ·S33 s1.o• -S2t5.0 
.-

Total -$130 $36.6 -$93.4 

Based on CBO estimate& l 0/2195 
'HHS project.ions based on CBO eatimates f"or. tho years 2001·2002 for repaal of OBRA 93 provision 

l . Tue OBRA · 9 3 Soci &I Security wi; proviaioa ini:rou:d tile portion of Social So;w\ty subj~ \C f ~ incxme laoit AOiO al~=! lhis · 
revw:cu.o io the MoJ.ii;a;ii: HI Trull Fund. The rwpoe.l oflhU provision would~ HI "5VCllUC.S. 



THE MEDICARE "LOCK BOX" 

THE CLAIM: 

Republicans claim that their Medicare cuts are not being used to pay for their $245 billion tax 
cut. House Republicans say that to prove that Medicare cuts are for Medicare alone, they 
plan to vote on Medicare cuts separately. Senate Republicans passed an amendment in the 
Finance Committee creating a so-called "lock box" to put all of the Part B beneficiary savings 
into the Part A Trust Fund. 

THE FACTS: 

• Both of these proposals arc merely gimmicks. 

• The Republicans could lower their Medicare cut by $150 billion -- take away every 
penny of extra premium increase, extra deductible -- by simply lowering their tax cut 
by $150 billion. No accounting gimmick or separate account can hide that fact. 

• Their reasoning is like a person who spends $5,000 less on health care for his family 
to pay for a $5,000 Las Vegas vacation but denies that he is cutting health care to pay 
for a vacation because he promises to put that $5,000 in a special trust account to pay 
for food and rent. Anyway you slice it, if he didn't have to pay for a $5,000 vacation, 
he wouldn't have to spend $5,000 less on health care for his family. And, anyway you 
slice it, if the Republicans didn't have to pay for a $245 billion tax cut, they wouldn't 
have to cut $270 billion from Medicare -- $150 billion more than is needed to secure 
the trust fund. 

• The Senate Finance Committee amendment is also a gimmick. They create a so-called 
"lock box" to put all of the Part B beneficiary savings into Part A and claim that this 
means they will use Medicare cuts to save the trust fund, not to pay for their tax cut. 

• By doing this, they are admitting that about $150 billion of their Medicare cuts go to 
general revenues to pay for the tax cut -- not to strengthen the Medicare Trust Fund. 
Then they say that they will transfer that $150 billion from general revenues to the 
trust fund. 

• One could just as easily say that revenue from the income tax, for example, should go 
into the Medicare Trust Fund, but that would leave the government with nothing to 
pay for defense, education or the environment. 

• This gimmick can not hide the fact that Republicans need $270 billion from Medicare 
because they want to give a $245 billion tax cut. 11· they simply lowered their tax cut 
by $150 billion, they could lower their extreme Medicare cuts by the same amount. 

,.., 
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October 7, 1995 

To: Chris Jennings, Barry Toiv, Alan Cohen 

From: Gene Sperling 

Subject: Medicare Lock Box Answers 

Q: HOUSE REPUBLICANS SAY THAT THE MEDICARE CUTS ARE NOT TO PAY 
FOR A TAX CUT AND TO PROVE IT THEY ARE GOING TO VOTE ON 
MEDICARE CUTS SEPARATELY TO SHOW THAT IT IS FOR MEDICARE 
ALONE?R 

A: Here are the facts no one can dispute: they could lower their Medicare cut by $150 
billion -- take away every penny of extra premium increase, extra deductible -- by 
simply lowering their tax cut by $150 billion. No accounting gimmick; no separate 
account can hide that fact. 

The Republicans a are like a person who cuts $5000 in health care for their family for 
a $5000 Las Vegas vacation, and when he is caught, denies he is cutting health care to 
pay for a vacation, because he promises to put that $5000 in a special trust account to 
pay for food and rent. Anyway you slice it, if that guy didn't have to pay for a $5,000 
Las Vegas vacation, he wouldn't have to cut $5,000 in health care for his family. And 
anyway you slice it, if the Republicans didn't have to pay for a $245 billion tax cut 
going largely to the wealthy, they would not have to cut an extra $270 billion of 
Medicare. [$150 billion more than is needed to secure the Trust Fund]. 

Q: BUT REPUBLICANS IN THE SENATE SAY THAT THEY ARE CUTTING 
MEDICARE PART BAND PUTTING ALL OF THAT INTO THE MEDICARE 
TRUST FUND. DOESN'T THAT ANSWER YOUR CHARGE? 

A: [Repeat] Here are the facts no one can dispute: they could lower their Medicare cut 
by $150 billion -- take away every penny of extra premium increase, extra deductible 
-- by simply lowering their tax cut by $150 billion. No accounting gimmick; no 
separate account can hide that fact. 

Indeed, they are admitting that about $150 billion of their Medicare go to the general 
fund that is used for paying for a tax cut -- not paying for the Medicare Trust Fund. 
Then they say that they will transfer that $150 billion from general fund to the 
Medicare Trust Fund. Well they could do the same good for the Trust Fund by 
lowering taxes by $150 billion so that they could lower their extreme Medicare cut by 
$150 billion. 


