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EXECUTIVE SESSION

MARKUOP OF S. 951 HEALTH INSURANCE FOR THE UNEXPLOYED

WEDNESDAY, JULY 13, 1983

United States Senate
Committee on Finance
Washington, D.C.

The Committee met, pursuant to notice, at 2:04 pe.me., in
Room SD-215, Dirksen Senate Office Building, the Honorable
Robert Dole [Chairman of the Committee] presiding.

Presents Senators Dole [presiiingl, Packwood, Roth,
Danforth, Chafee, Heinz, Wallosp, Durenberger, Symnms,
Grassley, Long, Bentsen, %oynihan, Baucus, and Bradley.

Also Present: ¥r. DeArment, Y¥r. Stern, H#s. Burke, ¥r.
Hovyer, Mr. Belas, ¥r. Weiss, and Ms. Olson.

The Chairman: What is.the latest on the abortion

amendment?

¥r. DeArment: The amendment stands at eight in favor and

ten against, so it would fail.
The Chairman: Let me go over this again. It takes seven
to start, is that rith?
Mr. DeArment:s That is correct, Mr. Chairmane.

The Chairmans: And then four?
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Mr. DeArments Five to continue, eleven to report out.

The Chairmane: Eleven to report out.

(Pause.])

The Chairman: We are still short one. We can discuss.

As I recall, 3heila, vesterday when‘we finished ve had‘a
couple of open issues. One was the formula, and depending on
how that was work=d out, theras may be an amendment by Senator
Baucus or Senator Bradley or Senator ¥oynihan. Another one
has since been raised that instead of the six-month we should
have a twelve-month provision that Senator Raucus first
suggested. Is that correct?

¥Yr. DeArment: That is correct.

Senator Heinz: Why is that, ¥r. Chairman?

The Chairmans Sheila, why éo you not 2xplain why the
Labor Department suggastel 12 months migh; te hetter thaﬁ the
six-month? . |

¥s. Burkes:s My understanding is that there is sone
concern about seasonal differences, and Labor seemed to feel
that a 12-month moving average would help egual out some of
those seasonal shifts. The six-month moving average
established in August, for example, would hit some states
unusually because of that period of time of the year, so they
suggested 12 to help =2qual that out.

Senator Heinz:s Will there be any other effect, any other

possible effect of such a change?
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¥s. Burkes N> major effects from vhat ve understand fron
Labore.
The Chairman: I do0 not think there is any objection to

changing that to 12 months, since that was the original

'reqnest by Senator Baucus. Without objection, we will take

care of that.
Seﬁator Heinz: I have got one other thing I think we
ought to get into, which is the banforth amendment. There is

no copy of it available. My staff and I have been tryvying to

-find out what it says, tD5 see if it r2ally is as described,

but apparently it does not exist.

The Chairmans It is coming into existence. Is it
available?

¥s.. Burke:. We have not seen it yet either, Senator. He
understand Senator Danforth's staff is making copies.

Senator Heinzs: Mr. Chairman, let me suggest we set aside
the vote on the Danforth amendment. ¥hat is that?

The Chairmans: It was just handed Eo me.

Senator Heinz: I.do not want a summary, Hr. Chairman. I
vant to see the amendment.

The Chairman: Well, ve have the funding to discuss.
Maybe Senator Danforth will be here by the time we -- Is
there work being done now on drafting the Danforth
amendment? This is simply a summary of it.

Bs. Burkes Y2s, sir. I believe so.
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Senator Heinz: This is also guite different from the one
we had voted on yesterday, ¥r. Chairman.

The Chairman: We actually never voted yesterday. We
suggested that Senator Danforth not pursue it, -and we would

try to see if wé could find some agre=ment between yesterday

afternoon and this afternosoon. At that time he was suggesting

150 percent of the median income, and I understand now it is

100 percent.

¥s. Burke: We can ask legislative counsel to provide us
with fechnical langquage, Senator. We can ask them to do that
as soon as possible. We have just received the description,
sSo we can provids it to them, and ask them to drafte.

| The Chairman:s W¥hat about the cther open -- we will wait
for Senator Danforth, but on the funding formula --

Senator Heinz: ¥r. Chairman, may I just ask, have any
policy decisions been made as to what is going to be counted
as incone?

gs. Burke: Not to the best of ay knowledge, Senator.

Senator Heinz:s I wish legislative counsel would looke.

Es. Burke: The only materials that we have are those
that you have just been handed. The other remaining issue,

Senator, had to do with the allocation formula. You should

" have before you a summary ‘chart that is dated July the 13th,

1983. The summary chart compares the allocation as a result

of the proposed amendment.
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The Chairman: Where is the summary chart?

Ms. Burke: It should be hefore you, Senator. It is a
long sheet.

The Chairmans: No. Oh, there it is.

Ms. Burke: The summary chart reflécts the broposad
amendment by the Chairman and the amendment that was
suggested by Senator Durenberger yesterday. You will notice
to the far ieft the insured unemployment rates for each state
ars reflected. Thdse numbers are a1 12-month moving avéra;e.
The second column indicates the increase over the IUR of the
prior two ysars, the incraase over the average for two years
per state. |

The third column is_the'fedetal allocation under the
Chairman's amendment. The fourth indicates the federal match
under the.Chairman's amendment, and the third, the required
state spending to receive the fuil federal entitlement or
full federal allocated amounts per state.

The last three columns are the federal allocation, state
match, and percentage, and state match reguirements ;ith
respect to the amendment suggested by Senator Durenberger.

The Chiirman: As I anderstand, you now have the answver
tc the questioﬂ raised by Senator.Bentsen yesterday?

Ms. Burke: i am Sorcy, S=2nator?

The Chairmans Do you now have the ansver to the guestion

raised by Senator Bentsen as to what --
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¥s. Burke: Yes, sir. There is approximately £100

million difference between the state matching requirements

unier your amendment and those reguired under Senator

Durenberger's amendment. The total number for your amendment

is not included. It was approximately $179 million in
required state funding.

Senator éentsena That much less effort on the part of
the state?

¥s. Burke: Approximately $100 million difference under
the burenberger proposal. |

The Chairman: As I understand ours, it is about §$180
million, and the Durenberger would require abcut §82 million
state matche.

Hs.-Burke: That is correct, sir.

The Chairman: And the federal remains the same, the
allocation?

Ms. Burke: Yes, sir. Unier your proposal and under
Senator Durenberger's proposal, the federal totals would
remain the same. |

The Chairman: Again, I am seeking information. As I
unierstand yestetiay afternooan and evaning staff spent
considerable time on the Durenberger proposal, which had not
been around very long at that time.

Bs. Burke: Yes, sir. Ve tried to identify more clearly

the factors that WJere taken into consiieration in calculéting
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the formula, and how those factors related to the allocations
tc each of the states. &As I indicated yesterday in
describing the proposal, the intention of Senator
Durenberger's proposal is to reflect in ihe determination of
the state matching rate the parsonal iﬁéome of a state andA
also incqrporates the individuals who have been unemployed
for a long period of time and.those who are currently ensured
under a2mployed.

'So all three factors are considered in this formula.
They are waighteai nationvide by average, and the allocation
also uses those figures, both'per capita income in the state,
the insured unembloyment, voluﬁe of insured unemployed, and
the long-tarm unemployed.

The Chairman: Also, I just want to putéue -~ you
indicated e;rlier this morning that there were some areas
wvhere at least there were no answers for it at this point.
What areas are thasg, and are they significant? Should we
try to address them now, or at a later time?

Ms. Burke: The concerns that we raised this morning
after our discussions with the Labor Department are concerns
with respact to the weighting of diffsorent factors in the
formula, whether or not that weighting should take place on a
national average or on a per state basis, concerns about the
sensitivity of the formula itself, and how reflective it is

of a state's capacity to finance a program, and whether or
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not this formula aade more seanse perhips than any other
formula.

We would agree that including per capita income is indeed

a method of estimating or reflecting a2 state®s capacity to

finance. We are stilliunclear as to wﬁét“the wveighting
factor should be in the zalculation of that formula, but
would also agree that the end result, which is.'a more
discrete difference in terms 5f matching, not the enormous
Jumps from 80 to 35 to 90, for example, pérhaps makes more
sense on. the part of the states in terms of what they would
be responsible for financing.

Senator Chafees Hr. Chairman?

The Chairman: Senator Chafee?

Senator Chafee: I have some trouble uhderstagdinQ -- I
understand the formula, but the results pe:plex mne. Take
Connecticut, which T think we all knov is a high individual
income state. 0ddily enough, Connecticut-goes up nearly 20
poihts using the factor, using the formula that involves
personal income. You would think it woull work the opposite
vay. Is thers any explanation why that would be so?

¥s. Burke: Senator, I cannot answer you on an individual
state basis why any particular effect would take place. I
can only indicate that the formula, as I understand it, is
designed to reflect the personal income in the context of the

total population in the state which is unemployed.

ALDERSON REPORTING COMPANY, INC.
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So I woull imaginz in part it reflects a high rate of
unemployment per total population, but I honestly éannot
ansvwer you that in the context of Connhecticut per se. I
honestly 4o not know. But that is wﬁat,.as T understand it,
the formula is designed to reflect, alf portions of .the .
formula.

. Senator Chafees: I can see Rlaska going down. I am
sarprised it does not go down more, bescause the individual
income in Alaska is probably the highest in the country, the
averagé individual income.

Senator Heinzs Well, ¥r. Chairman, it seems to me one of
the reasons that the matches 30 up is that they all, all the
aones at the bottoam go up} and 2311 the ones at the top come’

down, and there is compression in the middle. The lowest

match under the Durenberger amendment is 75 percent, as I

cast my eye_down ﬁhe page, and only one or two or three under
80 percent. Thefe are a good number it 65 percent under the
Dole amendment, and prior to the Dole amendment, there were a
good number at zero. ‘

I think Senator Chafee®s first question is a darn good
question, though, which is why does Connecticut with high per
capita income com2 out so much better.

‘¥r. Dureﬁberger: It seems to me there are probably two
reasons, and I cannot be precise about one vérsus seven and

so forth, but the two reasons are that -- the first one is
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that rather than using this what I have been calling the
notching effect, where you took your percentage of IUR and
that put you into the 50 percent or 60 percent category, and
then somebody else was two percentage points up and he got |
put in the 75 category, and we had theéé big jumps by
percentage of IUR.

He flipped the calculation around and factored the total
number of targeted unemployed in each state into the personél
inconme, anj out of that then came a percentage which, as John
Heinz has just pointed out, is much more compressed.

You find when you combine the personal incomes and the
targeted unemployed that you never should have been down as
low as 60 percent in some areas to bejgin with, and peorle who
were in the 80 peréent bracket probably should have been in
the 87 or 89 percent bracket, but they got shoved into the 80
percent bracket because they could not make the 95 percent
bracket. So some combination of those two factors is the
Ceason.

Senator Chafee: Hr; Chairman,-changing the subject and
going to the op=2n =nrosllment period, aé we have the
legisiation novw, there is an exemption for employers with
fewer than 25 employees. I suspect that that probably
eliminates a very substantial number of employees in the
country. Is that right, Rich, some 30 percent?

¥r. Bzlas: That is correct, Senator. It is somewhere

ALDERSON REPORTING COMPANY, INC.
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betvween 25 and 33 percent.
Senator Chafe2: Well, as I understand the situation,
having the open earollment period, it is not that

complicateld, and it sesems to me if we are going to do this we

\
i
ought to provide for the open enrollmegt period'for those ‘
with % lower cutoff number of employees, say ten or something
like that. You would pick up a lot more employees that way, .
would you not? Where would you be then?

Mr. Belas: Using thea bést figures we have from the
Bureau of Labor Statistics, you would cover -- exempting oniy
employers wi;h fewer than ten employees, you would cover
about 85 pefcenf of the employee population as opposed to 75
to 65 percant under the current Committee version.

Senator Chafee: Well, ¥r. Chairman,. we are trying to
balance off ic all of these thiqgs the harassment or problens
that are associated with a small employer and we are not
trying in any way to discourage him from being involved in
these health plans to start with, and we dé-not want him
throwing up his hands and saying this is one more difficulty,
but as I understand the open enrollment, it is not that
complicated, and does not make such difficulty.

I propose, ¥cr. Chairman, that we lover it to have the
cutoff point at tene.

The Chairman: T think the concern was, and I have asked

¥r. Belas about it -- I am glad you raised the question.

ALDERSON REPORTING COMPANY, INC.
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What we ar2 trying to avoid 1is causing small businessmen or
small businessvomz2n any a2dditional federal government
intervention. They are not required to cover anyocne in the
program in any evant. They are not reguired to go out anid
buy group ;overage, are they? )

¥r. Belas: That is correct. There is nb federal law

that mandates group health coverage under a private plan.

Senator Chafe2: Now, I suppoée that if the employer was

providing a plan that only covered, for example, only covered

the employze, that is what his plan was. Now, if we had an
open enrollment, and they wanted to come in and get -- would
they be entitled to the broader coverage, or only if the
employer was prepared to pay for it?

Mr. Belas: It would depend on what the plan generally
provided.

Senator Chafee: Well, let us take my proposal, my
situation.

r. Belass: If you were an employee pay all plan to start
with, it would remain an emplsyee pay all plan. Even though
the employee had the option to change from employee only
coverage to family coveraée, it would not cause the employer
to pay any portion of that premiume.

Senator Chafes: HWell, let us take the situation where
the employer paid entirely for the plan, but the plan was

only for the employee, that is, the individual. 1Is that a

ALDERSON REPORTING COMPANY, INC.
440 FIRST ST., N.W., WASHINGTON, D.C. 20001 (202) 628-8300




O

10

11

12

13

14

16

16

17

18

19

21

R

24

13

possibility?

Hr. Belas: That is a possibility, but as I understand
it, it is very unlikely.

Senator Chafeeses T sﬁppose that would be unlikely. By
dropping it down to where proposed, acé wé conétituting anﬁ
adding an undue burden.to the employer?

Mr. Baslas: I do not belisve so, Senator. Basically,
most of the larger plans, as we understand it, have open
enrollment periods for this type of a situation, and most
plans, as you know, have open enrollment periods. If the
employee marries and is adding just one more in the open‘r
enrollment period, as I understand it, that adds a negligible
increase in the premium for the employer.

Senator Chafee: I pcopos2 thait, ¥r. Chairmane.

The Chairman: 4HYould thers be any objection to changing
it from 25 to ten? It seems to me ihat Senator Chafee makes
a good poiant. If we are going to cover people vho are out of
work, we probably should change that provision.. We had a 25
exemption. Anybody with 25; or fewer than 25 employees would
not be affactsd by th= l23islation. We are told that would
mean that we would not cover how many? What percent?

Hr. Belas: It vould exempt from the potential for
coverage 25 to 35 percent of the employee population.

The Chairman: There is nd> requirement that the employer

buy the coverage. The only requirement is that if it is
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present, that they have this orpen enrollment. Is that
correét?

¥r. Belas: That is correct.

The Chairmans That is little, if any, addiiional coste.

Mr. Balas: That is 1lso correct.

The Chairmane Without objection, then, we will make that
change. ’

Senator Bentsen: Y¥r. Chairﬁan?

The Chairman: Senator Bentsen.

Senator Bentsen: Mr. Chairman, I have an amendment I
wvould like to propose at this time, and that is to make
Melicaid availabla to first time pregnancies. That is
something that is not addressed'here. It costs some 349
milljion.

What you run into is in many instznces ycu have no
eligibility unless they qualify for AFDC, having already had
a child, but the lack of prenital car2 for first time
pregnancies is one that has resulted in a substantial
increase in all kinds of problems for children who have low
birth weight, c@ildren wvho are born who have ten times as
much incidence of mental defects aé those you have of normal
bicth. I think these ares funis that wouldi be very wisely
invested, and I would stroﬁgly urge the Committee to do so.

We hal a similar action taiken on the floor of the Senate'

in the past, and that is not now in this piece of i
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legislation. It is my understanding fhat the House does
provide for thate. I would urje that we 4o so.

The Chairman: Sidney, do you.have any information on
that?

¥r. Olson: No, I do not. That wodld be a Medicaid -
change, S=2nator.

| ¥s. Burke: Under current law, Senator Dole, the states
have tﬁe option under the Medicaid program of including women
for coverage vwho 2re in their first pregnancy, ﬁho have not
yet become eligible for AFDC. The prcposal, as I understanad

it, is to mandate the statgs provide for eligibility for
individuals in these circumstances. They are currently
permitted to do so if they choose, but they are not reguired:
to do so. This would mandate the coverage of those women
unler Yedicaii.

Senator Bentsen: That is right. Let me cite some of the
organizations.that feel strongly about this particular
amendment and are in support of it. ~Mational Conference of
Catholic Charities, National Committee on Adoption, March of
Dimes, the American Citizens Concerned Hith Life, Planned
Parenthood, Presbyterian Church, Association for Retarded
Citizens, American Academy of éediatrics, the American
College of Obstetrics and Gynecology.

I became particularly intzrest2d in this because of some

of the work I saw done down in my home town of Houston. T
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have a son who has become very involved in this regard, and
it is absolutely staggering some of the results that you see
from lack of prenatal care for mothers, and what you have
seen in tﬁe way of handicapbei children, malformed children,
children vith mental defects, because érOper care was not R
axa2rcised at that time.

The Chairman: I am not certain I have any disagreement
with the amendment. I anm uonietin; -- What I had hoped we
might do is report out this bill, health care for the
unemployed, with the savings provisions which would fund th%t
program, and then take up our responsibility under
reconciliation. Would it make any difference whether you
added it therz or here?

Senator Bentsen: Yes, it wvould make a difference. I
guess we could put it undar -- under raconciliation?

The Chairmans You.could do that under reconciliation,
cight? Tt might 2ven be on a faster track.

Senator Bentsa2ns A1l right.

The Chairman:s I am willing to do it.

Senator Bentsens A1l right, if the Chairman is willing.

The Chairman: Can ve do that?

¥r. DeArment: Yes.

The Chairman: We are going to go into that after we
finish this bill today, and we hope to finish that next

Tuesday and Wednesday.

ALDERSON REPORTING COMPANY, INC.
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Ms. Burke: As I understand it, the proposal is §49
miilion in the first year, Senator, and has arproximately
$200 million over three years. Is that correct?

>Senator Bentsen: That is correct.

The Chairman: Is that all right?

Senator Bentsen: Yes, that is fine.

The Chairmans Senator Danforth, are you prepared at this
point to discuss your amendment?

Sepator Danforths: Mr. Chairman, I am. There havé been a
variety of discussions at the staff level, and I know among
Senators as well, on the means testing proposal that I
brought up yesterdiay afternoon.

I 40 not know whether anything has been circulated or
not, but I think that most of the discussion, as I hope is
pointed oﬁt in this documant, is alonay the following liﬁes,
that as a requirement for participation in the program and
receipt of federal funds, each state would be required to
impose a means test for individual eligibility. '

The means test would be measured by the states® median
income fijure. Ta no case would an individual or his or her
immediate family be eligible for coverade by the state
program if hié or her individual or family income exceeds 100
percent of the state median income level.

Now, that 100 percent is a change from yesterday, where

tha idea was 150 percesnt, but in talking to a number of

ALOERSON REPORTING COMPANY, INC.
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(:) : 1 Senators, they thought that was too high. States may impocse
2 stricter raguiremants with respect to this median inconme

3 test. States would have broad authority and discretion with
4 respect to the initial determination and verificﬁtion of this
6 eligibility requicemept, i

-] In other words, the idea of the amendment would be to set
7 a stand;ri éor ths states to 1llow thaem to deviate from that
8 standard by making it stricter, but to allow then aiso with

9 ﬁroad authority with respect to making the determination and
10 Qerifyinq 2ligibility requirements, and that the most recent

11 survey figures for state median income would be used,

12 dadjusted and updated to reflect current wage levels.

13 The Chairman: I know Senator Heinz had a gquesticn.

fi> 14. Senator Bradleys:s Yr. Chairman, couldi I ask one question?v
18 The Chairman: Oh, sure.
16 Senator Bradleys Does this mean if you file two separate

17 returns, that is counted as -- does this apply only if the
18 family files a joint return, or does the total have to mean

19. tha total >f two separate returns as well as a joint return?

20 How do we determine that?

21 Senator Danforth: How do you determine what is income

22 and what 1is not income?

23 Senator Bradley: ¥®hat 1s whatever the figure is for your
d ) 24 state?

25 Senator Danforths Well, the thought is that the
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determination would be made in exactly the same way as it is
made for social security, and I think Sheila or Rod could
describe that.

¥r. DeArment: The tax base in terms of determining
income is 2ssentially the computation fbr income tax purpo#es
with a portion of the tax exempt income.

Senator Bradleys If a husband and vife file separate.
returns, is that considered as one family? Is there a
difference in treating a separate return and a joint return
for the purposes of this ameniment?

¥r. DeArments I think that wouldvbe Senator Danforth's
infention. The question is, when you have Jjoint returns
versus single returns, you would look at, if it is a joint
return, you would 3pply the --

Senator Danforth: HKow is it done for social security,
Roi? How is that done in the social sescurity case?

Mr. DeArment: If you have a joint return, under social
security, there are two ligitations. One is for those who
have filed sinqle.returns. and a second»limitation for those
who file joint returns.

Senator Danforth: As far as the policy is concerned, I
think that the objective is total family inczome as opposei to
any particular individual within a family.

Senator Bradleys -But if T heard what he said, he said in

social security there are different numbers, and what we are
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looking at here is only one set of numbers, so what does that
set of nuabers apoly to, the joint return or the singile
return?

Mr. DeArm2nt: You can do if based on median family
income, ani that would be the standard,—and just use one
number. Or you could adjust it by family size. There arz a
number of options.

Senator Bradley: I am Jjust trying to understénd ite T f

just got this in my hand ten seconds ago. I understand that

~#hat you have don2 is set 3 goal of median family income and

means testad and said you are not eligible if your family

|
|
income is above a certain amouﬁt.
My gusstion is, how do you determine what family income
is? Do you do it by the tax returns? If so, do;s it make a |
difference if you filz Jjoint or separate? And as I heard ‘
your answer, if it is to parallel social security, it is a
different number. -
Mr. DeArment: Clearly, you could io it with the tax
tetﬁrn, and you can do it with one number based or the median
income as you look at the tax returns, and you look at the
tax returns of all those family members that are involved.
Senatof Bradl=ay: Then as T heard you it is not then like
social security. |

Mr. DeArment: That is correct, if you did it that way.

Senator Bradley: ®hat is the intention?
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Senator Danforth: The intention is median family income.

Senator Bradley: As determined by? I mean, it is a

~different determination if you did it by Jjoint.versus

separate filings. I mean, are we géing to be encouraging
p2ople who are now filing jointly to fiie'sepérately~if théy
are unemployed for a certain period of time, so that they
vill be eligible for half benefits? That is the basic
gquestion.

¥r. DeArment: I cannot imagine that in terms of the
penalty for doing that, you would not be filing as a single,
you would pe filing separate returns as a joint, as a mar:ied
person. If you have a couple that has or would be filing not
a joint return but married, filing separately, and there is
Juite a penalty for doing that genzrally in tarms of income
tax conseguences.

Senator Danforth: Randy, what can you tell us in this
regard? Do you have any suggestions?

Hr, Weiss:s This proposal appears to bé similar to a test
that used to be applied under Titie XX of the Social Security
Act, in which th2res was a family income limit that was
applied to determine whethef families were eligible for
social services that were profided under that, and I believe
that was 12ft gen=srally to thz states to determine the exact
administration of it.

T think generally it was based on a percentage of states’
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median incomes, and many of the states adjusted it by family
size so that larger families had a higher 1imit than smaller
families, but gen=2rally the nd>tion was family income, is what
vas used.

The Chairmans Is that gross income, or adjusted income?

Mr. Weiss: I think it was similar to the concept of
adjusted gross income, but it was not done through tha income
tax systenm. It.was done by the office that was administering
that progcam. |

Senator Bradleys: So is there something that simply

states whait the ma2dian family'income is?
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The Chairmans We have a.vote on nowe I think staff
ne2ds to czlarify this by the time we get back, because I have
a number of questions on it. I vonder.if ve might dispbse of
the amendment of Senator Bentsan. I understand now if we
include it in this bill we vill_not haJé the problem with éhe
buiget reconciliation that we might have if we wait.

Er. DeArment: If we wait and put it in the budget
reconciliation, w2 are told that the Budget Committee, while
they would permit additionél spending under ¥edicare -- in
Medicaid, would scofe it differently, so maybe we ought to
put it in this bill.

Senatof Bentsens I wvould like to go ahead and move that
nowe.

The Chairman:s Is there any objection? If not, the
amsndment #will be agreed to.

Senatof Chafee: ¥r. Chairman, just one question con the
Danforth thing we might be thinking of. I support the
amendment, but I can see broblemsm One of them is, if you
come in with your income tax ceturn, that shows what you had
last year, and maybe that is when you were vorking, so you
have got a pretty big income, but this year ycu have no
income, and so your situation is dramatically reversede.

The Chairman: -Let us have the staff work on that wvith
diligence in the next ten minutes.

[Whereupon, a brief recess was taken.]
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The Chairman: Randy, do you want to come up here, toon?
We are going tc be getting into this. And maybe the Labor
Department person, tos. JIim?

When ve left to vote, we were discussing the Danforth
amendment and how it could bhe implemenféd without -- this is
an emergency program. We are trying to help unemployed
vorkers.a§ far as some health coverage is concerned. Ye are
not seeking to get into some sophisticated maans testing
formula, program, whatever.

We ara aware of the fact, having visited with the
Governors' Association, that many states will means test a
program in any event, and what Senaﬁor Danforth proposes to
do is to in effect mandates means testing without some rigid
formula, and that was sort of where we left off.

How can w2, if in fact there are votes for the Danforth
amendment, how can we implement the Danforth amendment
without creiatiny mountains of paperwork énd frustrating the
intent of the program for a long, dravn-out verification
process? You know, you might wait so long the proagram would
be expired before it was verified. Have you got that worked
out?

¥r. DeArment: Yes. What was proposedi, or'what we worked
out, was, the sys;em ¥ould work as follows. The federal

government, the Sa2cretary would issue tables that would show |

100 percent of median income by state, by family size. It
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would be then the state's responsibility as to how to
administer this m=2zans test, bat som= states could do it
however they choose.

They zoull 3o it by simplz declaration, sort of a
self-certification system, or do a moré.elaborate system'if
they chose, but the state would have the flexibility to do

that, and it could be done, I think, on a fairly simple and

relatively small cost basis.

The Chairman: I understand the tables we have before us

are 1979, so the median income now is probably what, 10 to 15

percent highar?

¥r. DeArment: I think approximately. 15 percent higher

thain the tabls that was iistributed.

The Chairmans Wow, Jim, vyou were suggesting that the
problem might be, since the pragram would bg administered
through UC, it might create an additional bufden on the
program. Is that correct?

Mr. Van Erden: Yes, sir.

The Chairman: Depending on what the states decided to
do, I would assume.

Br. VYan Erden: Depending on wvhat the state is doing.
The reel problem is -- If you do it on a self-certificaticn
basis, it is not much of a problem. The real problem would
be whether we had to do a follog-up_to determine the

certification.
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Senator Danforths Mr. Chairman, first o>f all, the list
thing on my mind is to set into motion some Rube Goldberg
type of verification, certifization process. ¥Yhat T an
trying to get at is the fact that here ve are at a time of
massive doficits. On top of those defi&its we are creatiné a
brand new program, and it seems to me that that program, if
we are going to create such a progran, éhould benefit thosé
who are most in nz2ed, not just everyone and his brother who
is unemployed..

I mean, supposing some guy who is, say, 24 years old, and
he is living at h§me with his'very wvell-to-do parents, and he
has a job, and he loses his job. Should he be a beneficiary
ander this program? It is my view that the answer to that
should be no. |

So, I would hope thaﬁ ve would not get ourselves involved
in some highly- elaborate paper process. I would think that
we could provide that the states are required to have a means
test, but at the same time not set out the mechanics by which
they implement the means test. Leave them up to them.

I think that aost people, if they came through the door,
and fcu showed them a chart, and said, is your family incone
over such and such an amount, they would say yvyes or no, and
it does not bother me with a program this size if there are
some people who are going to, and I mean maybe there will be

some people who would cheat on it, but I think that the basic
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position is not some very detailed, ﬁighly technical policing
system, bat rather whather we can target this sort of progran
to those who are nost in nced.

Senator Yoynihan: Could I just ask a question? I do noct
think a 28-year-old person‘®s family inébme would include tﬁe
income of his parents. In any of our social programs, an
adult's family income is what he and his direct family earn.
Is that not right?

"r. DeArment: That is corract.

Senator Moynihan: So it would not --

¥r. DeArment: That harpened to be one of the more
problematiz examples. M¥aybe a better example would beA-—

Senator foynihan: I mean, you could not define the
pacrents' income 3s part of th2 family income of that
individual.

Senator Danforth: Let me change the example to somebody
who is married to a wealthy woman.

Senator Moynihans Right, that_?ould be ~-- well, I just
wvanted to ask this. You are talking about a means test which
would cut off at twice the median family income?

| Senator Danforth: No, at median family income.

Senator ¥oynihan: Oh, exzzeds 100 percent. Bnd it would
cut off at half, at the madian income. That means half the
people would not be -- well, no, we do not know that. If you

are unemployed, presumably. Do we have any idea what
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proportion of the unemployed this would affect?

The Chairman: Do you have any figures on that?

¥r. Van Erdsns No, I could provide then.

Senator Danforth: Yesterday we were thinking about 150
percent. That was 21 to 25 parcent. ) |

Senator Heinz: H¥r. Chairman, excuse me. That number was
simply the number of people who had incomes over 150
percent. It was not the number of the unemployed rpeorple, as
I reco;lect. |

Senator Moynihan: I wonder, %r. Chairman. I do not know
what your scheduling is, but the Labor Department can give
ybu estimates of this kind. I wonder if we should not have
that.

Er. ¥an Erden: ¥r. Chairman, we have a sample from a
nunsber of states where w2 20 zollect family incpme, where we
could make some estimates on the par;icular question at
hand. Our problem normally if we look at'fhe na#ion'is, Ve
do not collect family income for claimants. He only .collect
the wage data for the individual claimant. But we could make
some astimites on that if you would like.

Senator Moynihan: I would certainly hope we might get
such estimates before we make a decisione.

Senator Durenberger: ¥r. Chairman?

The Chairman: Senator Durenberger?

Senator Durenberger: Let me go back. I think I have
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done this privately with a couple of people. I see the
concern on the part of the Senator from Hissouri, and you
know, we all can agres with tae concern, and I think we all
agree that we do not want to create another welfare program
here. We 3are not 12aling with-a welfafé popuiation. But .
just to make it understood that we are not creating a federgl
prograa with §1.8 billion, I have discovered that not
everybody is quite clear on what this program is going to
coste. .

My staff tells me that the fifst_year cost of this
program, assuming some ave:agé set of‘beﬁefits, not all of
the options, but some average set of benefits, the total cost
around the country would be $3.2 billion. ©Now, of ;hat cocst,
only $750 million in that year is coming from us. That is
what we ars debating here.

Another posSibl} $1 billion could come, if all of the
states required in the sale of the policy in effect to the
unemployed, that'a percent of the unemployment compensation
check be used as a contribution to premium. That would raise
another $1 billion, and then probably another $150 million if
they use the option that we adopted yestetday on other cost
sharing like ﬁo-payments, and that still leaves ycu $1.3
billion which the states are 32ing to have to rai;e just in
one year‘to make this program work.

So, I agree with you, ¥r. Chairman. In the conversations
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we have had with thas Governors, all of the emphasis is
already there to get the states to do some form of means
testing. We are tryiny to reinforce it, but I am very
skittish about trying to come up with any kind of a formula.
We are going to have to take it out of-khe unemployment coﬁp
office and go over to the welfare office if we are qoind to

do it, and I think we have been demonstrating that here.

And vwe also have the problem, I think, this whole family

problem that we were just addressing, and the issue of what

is a family bécomes very important particularly in health
insurance.

I mean, the differencé between one kid and tern kids is
much more importaat when it comes to health insurance>than it
may be when it comes to some other factor of support. So I
wouldvhope that unless vwe can come up with something that is
somnewhat open-énded and does not require an awful lot of
bureaucracy, that we leave the impetus on means testing.

Sénatoc Danforths The whole intention is and has been
from the beginning that it be extremely open-ended, that it
be extremely unbureaucratic, that we in the Congress provide
maximum fl2xibility to state governments to set their own
standards, rather, that we 1liait oursazlves to instructing the
states that they come up with a means test which is no more

than 100 percent of median family income, give them maximum

discretion not only to determine how to put that kind of
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program in place, but also to actually administer once it ié
in place.

So, I would have in mind really no instruftions tc the
state other than they do in fact put in place a means test.
I think really the gquestion is not one-sf detail, not one 6f
mechanics, because it has never been my intention to set out
such mechanics, but rather as a matter of principle yhether
or not this snbuld be a means tested prografe

Senator Durenberger: Can we drop the median income test?

Senator Wallop: What vpuld»you:substitute for it?

Senator Durenbergers I d5 not know.

Senator Wallop: How about if you dropped it at least to
the extent that the program was already being paid for by the
jobs bili?

Senator ¥cynihans Mr. Chairman?

The Chairmans Senator Wallop?

Senator Fallop: I was just referring to the article in'
the paper this morning. A good deal of what we are doing is
being done. There would be no point in funding something
that is already fundei, so if it existad at one }evel,
perhaps we would not want to fund it at another, if we can
find a distinction.

I do not know if you noticed the article in the Metro

Section, but under the Jjobs bill, the health benefits to
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series of clinics that are established for just the very
purpése that we are duplicating here.

The Chairman: Are you avware of that?

¥s. Burkes The only thing ve are aware of is the
provision which allows the states to de&uct from the
unzaployment compansation check an amount which could be used
as a premium to purchase or assist in the provisicn of .
pfivate health care, but we are not aware of specific funds
available and=r the jobsibill for clinics or things of that
nature.

Senator'wallop: We will have the article here in akbout
30 seconds.

The Chairmans Senator go&nihan?

Senator Moynihans: ¥r. Chairman, tvo points. If we want
to provids ths states the maximum €flexibility, which clearly
we do, my impression is that the citizens are -- that the
bill as drafted leaves this matter to the discretion of the
states, and we are indeed providing maximum flexibility.

Secondly, I know the Senator from Missouri is using a
shorthand, but we are dealing here with a social insurance
program. An awards means test is what a social insurance
praogram is meant to avoid. That is what insurance means, as
against charity and as against welfare and unemployment.

Senator Danforths I am glad that that is the point that

has been raised by Senator Yoynihan, because T really think
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that that is the issue before us. I mean, we just got
endlessly bogged iown in how the mechanics would be worked
out, which is something that I do not particularly care one
way or the other, and that is what'I io want to leave open

here, but I do think that the guestion of principle is

precisely the one you have rﬁised, namely, whether or not |
this is a program which is to be open to all comers, or

instead whether it is going to be one which is targeted to
people who ar= below the median income.

It is my viev that it should be one that is targeted
rather than one that is open-snded, and the reason I feel
that way is that I really think that we have a serious
ptoblem with the budget, with the deficit, and that if we are
going to create y=t more prog:éms, we ought to -— we had a
debate yesterday on whether or not this is in fact an
entitlement program; I think if it is not it is ptetty darn
close to one.

If ve are creating a nev-prog;am,Ashould ¥e create one
which is just open to all comers, or should ve really limit
tﬁe new programs to those people who are most in need? And
it is my view that we should limit them, the new programs to
those who are most in need. |

The Chairman: Randy, do you have some information that
might help our focus on the area?

Mr. Weiss: There is some information that is available |
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from income tax rsturns because families above a certain
income level are required to include in their adjustecd gross
incomes unamployaant benafits. In 1981, there were
approximatel; 8.4 million tax returns that reported receiving
una2mploymant benefits. Of those, appraﬁimately 2.3 millioﬁ
were required to pay tax on those benefits.

The requirement for paying tax on those benefits was that
total income had to be greater than $25,000 for a married
couple and $20,000 for a single individual, which is about
the same range that is being discussed. So, I think that is
someAindization of the freguency, the number of families that
might be affected by this requirement.

The Chairmans About 25 percent?

Mr. Weiss: Well, it is probably somewhat less than that,

because tha eight million is only thoses pecple whe actually

‘reported receiving unemployment comp, and there were probably

some families that did not file tax returns, because their
income was too low and also received unemployment
compensation.

Hr. Van Erden: We are showing for that same period 9.6
million people received at least one unemployment check. So
he is repocting 8.4 million raturns and 9.6 million first
payments for individuals. So that would reduce it by about
10 percent, at l=2ast. So instead of 25 percent, you are

talking maybe 20 percent or slightly less than that.

ALDERSON REPORTING COMPANY, INC.
440 FIRST ST., N.W., WASHINGTON, D.C. 20001 (202) 628-8300




10

1"

12

13

O

14

16

16:
17

18

19

20

21

R

25

35

The Chairman: RAny other guestions?

Senator Heinz: #r. Chairman, I would just like to be
sure that if there is an unusual state situation, that there
is waiver authority here. I talked thié over with Senator
Danforth. ‘I think he would agree that';e need to be sure,.

particularly because we have not seen what the legislation’

actually is going to look like, but we do not want to

inadvertently lock ourselves into an absolutely impossible

situation, so I woulgd justilike to see that there be a
limited waiver authority here for either individuals .or state
programs that for some teason'might -

The Cﬁairmana_ Any objection to modifying your amendment?

Sentor Danforth: I do not at all, ¥r. Chairman. I think
it is a good idea. I think it is consistent with the
flexibility which has been intended in this. Yesterday
Senator Heinz raised the juestion of, well, what'happens in,
say, a major disaster, Johnstown or something, and there are
all kinds of people who are involved, and a clinic is opened,
and they want to for some reason use 2 very simple system. I
do not think that that is at all inconsistent with the intent
of this, ani that is fine.

The Chairmans Sheila, would you summarize the
am2ndment? We do not have th2 technical langunage, but as it
has been presented by Senator Danforth.

¥s. Burkes The amendment as I understand it would
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provide for a means test for those applying for benefits, and
would require each state wishing to participate in the
program to design a2 means test program of their choice, but
under no circumstances could it be 1ess'réstrictive than

limiting income to those who have incomes that do not exceed

. 100 percent of the state median income level.

Senator Danforths Less unrestrictive, I would say.
¥s. Burke: It must at least provide for that. They
could if they chose to be more restrictive.

Senator Heinz: Now, one thing I would like tc be clear.

-an, does this mean a state has to have a system which is 100

percent verifiable, or do they have to make best efforts?
what is the staniard of perfocrmance that we sxpect of the
state here?

Mr. DeArments: The standard -- I mean, the state would
have discretion to administer that means test. They could do

it either by simple declaration, without verification, or if

they chose to, reguire greater documentation.

Senator Heinz: Let me give you a kind of ﬁypothetical.
For instance, suppose a state designed a program that assured
that the average income-of the people being served by the
program was 85 percent of median income, but because they
illoved for special situations, there might be S5 percent of
the total number of people whase incomes were, say, 100 to

110 percent of median income. ¥Would that be permitted?
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Senator Danforth: Let me answer that. T think, first of
all, beéause of the waiver authority which Senator Heinz
offered as én amendment, and hecauses of tha fact that the
states design their own progrims and police their own

programs, the ansver is that it would be permitted, and

again, the effort here is not to try to provide as a matter

of absclute certainty that soﬁe standard is as a matter of
fact met. Rather, it is to insist that the states do put in
place a means test in which recipients who have inéomes of
100 percent of the state median or iess are provided for.

Senator Heinz: That is a good answer. It satisfies me. i
May I Jjust ask either you, Jack, or Sheila, one other |

guestion? What is the period over which the incore stream i

0

going to be measured, or is that left to the discretion of ‘
the states?
¥s. Burkes The discretion of the states.
Senator Heinz: Thank yvou.
The Chairman: Well, do you want to vote on the amendment?
Senator Danforth: Yes.
¥r. DeArments ¥r. Packwood.
[No response.]
Mr. DeArments ¥r. Roth.
[No response.] m

Hr. DeArments ¥r. Danforth.

Senator Danforth: Aye.
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Mr. DeArment: Yr,

Chafee.

Senator Chafees: Aye.

Mr. DeArment: Mr.

Heinz.

Senator Heinz: Aye.

Hr. DeArment: ¥Mr.

Wallop.

Senator Wallops: Aye.

Hr. DeArments: ¥re.

Durenberger.

Senator Durenberger: NOo.

¥r. DeArments: ¥r.
[No response.]
¥r. DeArments: Hr.

The Chairmans: Aye.

- #r. DeArment: ¥r.

Senator Grassleys

ir. DeArment: ¥r.
Senator Leng: VNo.
Mr. DeArment: Mr.
[No ;ésponse.l

Mr. DeArment: ¥r.
{No response.]

Yr. DeArments:s ¥*r.
Senator Hcynihans

Mr. DeArments: ¥r.

Armstrang.
Symnas.
Grassley.
Rya.

Long.
Bentsen.
Katsunagae.
¥oynihane.

Noe.

Baucus.

Senator Baucus: No.

Mr. DeArment: Mr.

Boren.
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[Yo response.]

dr. DeArment: #r. Bradley.
[No response.]

4r. DeArment: H¥r. Mitchell.
[(No respénse.]

Mr. DeArments H®r. Prycr.

INo response.]

Mr. DeArment: ¥r. Chairman.
The Chairman: Aye.

On this vote, the ayes are --
¥r. DeArments Seven, and the nays are four.

The Chairman: The nays are four. The amendment is

agreed to. The absentees will have an opportunity to record

. their votes --

Yr. DeArmesnts Up to the time of roll call.

The Chairman: Right, reporting the bill.

Senator Wallop: ¥r. Chairman?

The Chairman: Senator Wallop.

Senator Wallop: Could I ask, in line with the article
which T gave you and a copy of which I have given to Sheila,
if there is not something the Committee should address itself
to in the way of free health zare or clinics funded under the
jobs bill along with underwritten health insurance? T am not
exactly sure what it would be, but it just does not seem to

me that we ought to hit it on both sides. That is more
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public moneys than either the states or the government can
afford at the sam2 time.

¥s. Burke:v 4y understanding, Senator Wallcp, is that the
money that is described in the article is money provided to
the Public Health Service, which in tufﬁ has targeted it té a
certain number of clinics throughout the country. Under the
legislation before us, the states-are free to utilize
vhatever sources of care they might choose to with respect to
providing benafits.

For example, they couldfcdntract with an HHC. Tgey could
contract for clinic services. So indeed you could utilize.
many of the sane tfpe of operations in terms o5f the delivery
of the beﬁefits, so there is nc inconsistency in that sense.
It is up t> the state to targat the iollats towards both the
beneficlaries and towérds the providers of care.

Senator Wallop: I unierstand th;t, but it just seems to
me that in some vay, and I guess I will ruminate as to what
way that would be, that ve would not want to provide federal
moneys on the one side for free or low-cost health care and
federal-state moneys on the other side to underwrite that,
unless we made some specific purpose finding in there that it
would be funded by that means and not from the public health
secvice. I 3o not know what it would be.

The Chairman: I wonder if we might, assuming we report

the bill out this afternoon, we might look at this more
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fully. I am not certain what we might do, or if it is
something that we 1o. 1If there is something we need to do to
tighten up, we might do that on the flcor.

¥s. Burkes The one thing you might want to keep in mind
is that there are individuals who will.not, Eecause of the.
targeting of this legislation, will not be eligible, and who
might otherwise seek care, people who are unemployed, and
have been for a very long period of time, and who do not
quélify bécause of the linkags with the unemployment'
cbmpensation system required in this legislation, but we can
certainly find more information out ahout the jobs bill.

Senator Wallop: I understand that. I do not want it
taken away from soma2body who ioces not have th; benefit. T anm
just trying to avoid a double benefit and not remove the
benefit-fram somebody who needs it.

The Chairman: The only other issue that I know of
outstandingy, plus how we pay for it, which would be of some
substance, is the formula. Again, I am not certain
vhether -- we had the proposal by Senator Durenberger cffered
vesterday afternoon. It has been available now for at least
24 hours or more to all members of the Committee, either in
person or thfaugh membars of thair staff.

As far as the Chairman is concerned, I have no strong fix
either way, but I am woad=ring if it might not be appropriate

to go ahead and adopt the formula that we first had before us
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vyesterday, and then if we are satisfied between now and the
tine this zom=2s t> tha floor that the Durenberger approach is
a better one, I would certainly be willing to entertain a:
substitute at that time.

Senator Moynihan: M¥r. Chairman?

The Chairman: Senator Moynihan?

Senato; Moynihan: . %r. Chairman, could I urge that we not

proceed in that manner, and that we do adopt Senator

Durenberger®s formula, or a comparable formula, having one

particular point in mind, whizh seems to me central to the
matter of definition of who we are concefﬁed with and what
states we are concerned with, and that is that the formula
that is in the draft, and ccrrect me, Bob, if I am wrong, is
based fundamentally on the insured unempioyment rate. Is
that right, Sheila?

¥s. Burke: That is correct, Senator. It has two primary
components, the insured unemployment population and the
number of individuals who have been unemployed for 27 veeks
or longer, so there are two m2asures, one the IUR or that
volume of individuéls, and the other the long-tern
unemployed.

Senator ¥cynihans: But Jjust the very fact that they do
tend to offset a grant, that the insured unemployment rate
can mean one of two things, and those are opposite things.

It can mean that you have very little unemployment, or it
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means ydou have 3 vary gr2at d231 of unemployment, and *the

states with the worst unemployment situations will tyrically
have vary low insuresd unémployment rates, because they will
have many perscns whose benefits have expired.

It seems to me that since it could'ﬁean such opposite
things, that I think that is what Senator Durenberger was
concerned about. |

Senator Dprenberger: *r. Chairman;.maybe‘by way of
recommendation -- this is self-serving =-- why do we not adopt
my amendment. as part of the,bi%l, and then come in with yours
as a potential alternative?

[Géneral laughter.]

T;e Chairman: I ieally d> not cére. I 4id not know that
vas mine until I read it on the sheet..

[Gz2neral laughtere.]

The Chairman: ¥hat ve areAtrying.tc find is the fairest
formula, and as Senator Danforth pointed out yesterday. we
ought to fifst look and see how we do, how our states do, and
we décide if we do very well it is fair, or if we do better.

But I understood there were some areas in the staff
discussion last night that they could not find answers to.
Now, maybe they are not serious ehough to be concerned about,
or maybe they can be addressed between now and the time we
Jet to the floor. I 40 not really care. Whichever the

Committee wishes to do.
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Senator Durenbergér; For the sake of something, I will
move my amendment then, with the understanding that if I
think the Senator from Montani had some concerns, and perhaps
others have --

Senator ¥oynihans Would the Senat&f yield here? 1 have:
a concern from ths point of view of a state such as New
York. Your formula involves personal income as an indicator
of need, and the aighar the income, the lower the federal
matching share. #ell, that has an automatic bais against
states.in ay part of the countrye.

As ve Enow, the Hill-Burton Act used the square of income
differential. I have actually proposed square root and did
not get anywvhere, but tried. And s0 I mean there are good
arguments against that, but the compelling argument is, what
is the meaning of fUR?

It seems to me you can be so misleading in this regard
that it seemé to me your formula is the better one.

Senator Baucuss: ¥r. Chairman?

The Chairman: Senator Baucus?

Senator Baucus: 3#- Chairman, I have several problenms
with the Durenberjer ameniment. The most important is, ve
get hurt. Beyond that, I have a conceptual problem, and that
is that it is -- the personal income portion of it is is not,
as I understand it, based on per capita income, but is based

on total personal income in a state. And if I am vrong, I
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would lik=2 to know that.

Senator Durenberger:s Total personal income divided by
ths number of peéple in the state, which I guess is per
capita income. Is that right?

Senator Baucus:s Well, as I look ag the formula-that'h;s
besn passed out, it is complicatéd.

Senator Durenberger: Yes, I knovw.

Senator Baucus: ¥hich I do not understand. It says
personal iancome in the numerator and then has personal

income, U.S. personal income, in the denominator.
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I 40 not se2 anything about per capita in here -~ in
states like Minnesota with higher personal income total than
Rocky Yountain states, particularly my state of Montana.

Frankly, I tﬁink since it is so complicatad and since we
do not fully understand it, and furtheg, because the staff;
as I understand it, has not y2t come back with the ansvers to
questions that have been asked, I think it is best to bring
the Durenberger proposal, if it is brought up, sometime
between now and the floor, but not at this time. I do not

think this is the proper vehicle to be working from.

Senator Durenbergers Well, my broblem is I hate to aidopt

one that is clearly discriminafory. The reason I objected to-

the Dole kind of proposal is this long-term unemployment
versus more shdrt—term unerployment. I looked at a state
like Gesor7yia in which under the so-called Dole amendment
which the Chairman disowns Georgia would have to pay $6
million in order to get $11 million, but California would
only have to pay U miliion to get $84 million.

That happens to be becauses Célifornia apparently has a
lot of relatively short term -- a lof of unemployment, but it
is not long term sort of hard core unemployment. So by using
this IUR system and factcring that into whatever capacity
formuia you can come up with, I think we have at least tried
to address the problems that come about because of long-term

unemployment which ought to be our major concarn heree.
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Senator Baucﬁs: I just might add -- and I do not know if
it is important or not -- but only three states do better in
the federal share and there are many states respresented by
this Committee that 4o worse, 17 to 3.

¥ore important is the concept, parfﬁcularry the concep£
that is so complicated it is so complicated it is not yet
fully understood. |

Senator Long:s Could I just ask this point about the

_Durenberger amendnent?

I am concerned about the fact that sStates have to put urp
ACcre mMONeyYe. ﬁaybe Yr. Stern can help me with tﬁis. As T
understahﬁ it, thié would require.various states to put up
more money, but that does noct mean that the faderal
government, if it puts up more mohey ét leés, they pﬁt ap the
sane, is that correct?

Hr. Sterns There are two separate guestions. One is how
you distributa tha $750 million among the states.

Senator Longs That is not changed, is that right?

¥r. Stern: That is not the question that T ﬁentioned to
you before. What I was talkihq about is howv much are states
reguired to put up in order to get tﬁe federal money, and if
ycu compare the Durenberger amendment with the Dole
amendment, under the Durenberjer ameniment, states with
relatively high unemployment have to put up quite a bit more

money than they 3o under the Dole amendment. However you
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decide to split up the $75C million is a different question,
201 I think the distribution is fairly similar between the
tvo.

But the amount that states have to put up, if they have
relatively high unemployment, is quite.é bit more if you 160k
at a state like Louisiana or ¥ontana or states that have 5,
5, and ? parcent insured unemployment. I juess Pennsylvania
is in that category, too. ‘ \

Senator Lengs Here are states that have to put up more
money: Alaska, Arkansas, California,rldaho, Illinois,
Louisiéna. Michigan, Mississippi, Ohio, Oregon, Pennsylvania,
Rhode Island and %ashington. I assume that there are sonme
osthers.

Is that correct?

¥r. Stern: That is correct. I counted something like 26
states and jurisdictions. |

Senator Longs So 26 states have to.put up mére moneye.

Mr. Stern: The distribution of the $750 million is about

‘the same between the twoe. Th2 amount thét sStates have to put

up is quite different.

Senator Longs:s If f understand correctly, the Durenberger
amendment does not change the amount of federal money that wve
would get, is that correct?

¥r. Sterns The difference is between $10.6 million and

$10.9 million. S5 it is gquits a small difference.
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Senator Long: Little difference there.

Hr. Stern: Very little difference in how much federal
money‘is available, Lkut Louisiana would have to put up $1.3
million instead of $600,000.

Senator Long: Hera is thz situatidh in Louisiana. It is
just one example. Since last year Louisiana has fallen on
bad times, Unemploygent has gone up drastically. State
revenues have gone down drastically. The governor, a
Republican jovernor, by the way, is doing the bast he can
with the situation. He is trying to handie the situation,
but he has got a bigrdeficit.facinq him and he does not have
the money.

He just goct through vetoing the item cutting off all
funds for the Office of the Lieutenant Governor of
Louisiana. Sc that that fellow will have no emplcyees at all
in his Office of the Lieutenant Governor because the state is
in a tight fiscal situation. So they do not have the monev.

And so, when you increase the amount that the state has
got to put up, that Jjust is inéreasing something that they do
not have.

Now, w2 are talking about the states with a high
unemployment. Those figure to be the states that have a
situation. parallel to Louisiana‘'s present situation where we
are in trouble from a fiscal point of view because Qhen you

have high unemployment you have low state revenues; your
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(i) 1 state resvenues go down.
2 You know, you have got to help these people who are out
3 of work, and vcu have got less money to help them with
4 because you have jot more people unemployed. So it creates a
S 'real problem for those that have it. | .
8 Now, it creat=s pcoblams for the jovernmente.
7 Incidentally, a Republican gove:nér running fof
8 re-election is not going to be helped a bit by this. He is
9 going to have a tough time. He has é tough enough time the
10 way it is now. Where is he going to get the money? He does
11 not have 1it, and 1 d0 not knoi whara he is 3joing to get it.
12 And the same thing is true about the -others. I assume

13 that they would have problems baciuse these are states that

®

14 because of high unemployment have lov.revenﬁes.

15 Senator Baucuss Y¥r. Chairman? Hr. Chairéan?

16 Senator Keinz: Sheila, one mathematical question. Under
17 the Dole amendment, what are the aggregate figures for the

18 state match and for the federal allocation? You have it for
19 the Durenba2rger amendment.— You do not have them added up?

20 ¥s. Burkes The federallallécation under both proposals
21 is appoximately $750 million. There is some rounding. The
22 state match reguirement under the Dole amendment totals to

23 $151 million. So there is a differsnce between the dole

d }, 24 amendment which requires the states to expend $151 million

25 and tlhe Durenterger amendment which requires the states to
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spa2nd $82 million.

The Chairman: The states put up less under the
Durenberger amendment, is that éorrect?

Ms. Burke: That is correct, Senator.

The Chairman: By what, about 5100'ﬁillion?

!s. Burkes A little less than $100 million. We

"recélculated the Dole amendment using a 12 month moving

average, and it would require §$151 million on the part of the

states. That is bhetwean and $82 million for Senator
Durenberger's.

Senatosr Long: Would Louisiana put up less? They would
have to put up more. I just want to get it straicht.

Ks. Baurkes They put up more under the Durenberger

“racesal, Sanator.

conceptual problem, maybe the same in Louisiana a< it is in
Montana. I am not sure. But the problem is this: Montana
has above average unemployment. #ontana has below average
personal income. If you compare the.Durenhetger with ths
other that we have here, the fact of the matter is that
Montana has to 3jouble its contribution and also it is a lower
federal payment.

It seems to me that if a state has below average personal
income and above average unemployment, that it is not right

that that state comparatively, by adopting Durenberger, has
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to double its contribution ani also gat a lower federal
share. Something is wrong if that is the =2ffect of the
Durenberger proposal. It seems to me if the state has higher
than average personal income, then I could see the argument
that that state has to conﬁribute more.’ i

Senator Durenberger: *r. Chairman, would you yield?

Senator Baucus: Sure.

Senator Durenberger: We keep losing sight of the fact .
that under the Dole amendment you can only be at 80 or you
can only be at 65 or you cap.dnly be at 95. Now, when
¥ontana employs about 15 more'éeople,-you dropr down to S
percént-IUR, you are going to drop from the 95 percent
matching catggory to the 80 percent matching category, and
very Juickly you aight 32t down to th2 65 percent ca;egory,-
and you are going to have lost all that Lenefit that you scek
out of that amendment.

That will happen to a lot of these. That is the problen
vith Alaska and so forth; Some of those people came in at 95
because they could not come in at 79 5: 80. They were
probably at 81 or 82, and they got 95, and that is the
problea with Louisiina, too.

Senator Long: Well, the point is, though, if we get more
jobs and have less people out of work, vwe will be in a better
position to put some dough up. That is what the idea is.

Senator Moynihan: May I say something? Yay I?
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The Chairman: Yes.

Senator Moynihans: That IUR rate is so arbitrary and it
could mean such different things. WYhat happens is, Russell,

you just have 20 percant anemployment and dobody with a job’

for two years and you will be down at»the 50 percent rate in

no time bacause your IUR will iisa@pear on you.

Er. Chairman, I want to put a propositiﬁn, just for the
comity of ihis committee and what we take to the floor. I deo
not think ve have worked out this formula.

Here is a situation where we all represent our states as
wve should, but thare are two states in the Union that havé a
rough eguivalence in population, California and New York, and
there are ﬁany similarities in their economies. Under the
fofmula we are talking about, the state match for California,
which is the largest stéte, would be F4 million, and the
state match for New York would be $25 million.

The Chairman: That is the Durenberger proposal.

Senator ¥oynihans: No, sir -- well, it says --

The Chairman: Oh, that is my proposal, yes -- the.ﬁhite
House input there.

[General laughter.]

Senatorvﬁoynihan: I just do not think we are ready to
make a decision that has got such disparate outcomes.

Can we not have another day? You know, we can do this on

Tuasday. We ar2 not joingy to jet the bill --

ALDERSON REPORTING COMPANY, INC.
440 FIRST ST., N.W., WASHINGTON, D.C. 20001 (202) 628-8300




10
11
12
13
14
15
16
17
18
19
20
21

22

24

25

The Chairmans The only reason we would like to report it

out today, very honestly, the House hopes to take action
tomorrow on a bill, and we would like them to understand that
thare 'is support for this concept in the S2nate. We thought
if we could report out it might be of sbme assistance to .
those in the Hcuse who have the bill on the floor tomorrow.

Sénatgr Boynihan; Than could we not have some
suggestions frcm the staff about a relatively neutral
formula, I mean, baseil on population.

{General laughter.]

Senator Moynihan: You will not go very wrong. We are
not such a different country, guite seriously.

The Chairmans: T think Senator Durenberger pointed out
there vere 194 different formulas, and certainly I do not
know which is the better formula. I mean, I am prepared ﬁo
accept either one or a third one if someone has another one.

Sénato: Heinzs Y¥r. Chairman, may I?

I am not vyet at the point whefe, for example, I can
support Senator Durenberger's amendment, although I think in
principle what he is trying to do is preferable to the
notching that we have here. I think it should be possible
for Pat ani Dave and ayself and others to work out a formula,
and let's just vote on either the Dole formula or the

Ducenberger formula and make 2 decision and get on with the

mark-upe.
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Senator Moynihan: How do you mean --

Senator Durenberger: Nhf 1o we not go tack to the
origin21 language, leava both the amendments ocut, and then we
will be forced to deal with one of the ﬁwo amendments.

Can we do that, just the original f;rmula. Sheila?

¥s. Burke: Sorry, Senator, I did not hear You.

Senator Durenbergers: Can we repo;t the bill with the
original language in it rather than selecting between the
Dole andi the Dursnherger?

¥s. Burkes Yes, sir, we could report that out, and

between nov and the time that‘the lagislation would go to the

floor --

The Chairman: What does that formula de, just in case?

Senator ﬁeinz: Hr. Chairman, I really do nct think we
ouzht to»irop bizk that far.

[{General lauqhtet;]

Senator Heinze It is one thing to punt, it is another to
drop kick.

The Chaifmana That was a well thought out formula, as I
recall. |

Senator Moynihan: Sheila, speak.

is. Burke:- The original formula is very similar to the
molified proposal. It takes into account the insured
unemployment rate and the long term unemployed. The major

differences are, one, the requirements upcn the states. The
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original formula only allowed the states with IURs of 4
percent or more t5 participate in the program, had a matching
rate that went from 80 percent to ¢5 percent --

Senator Heinz: Below 4 percent IUR was zero federal
match? )

is. Burke: That is correct, to participate ir the
program. ’

Senator Heinz: You would not like it, Pat.

Senator Moynihan: We happen to b2 above 4 percent right
now., But there is a notch here. It is sort of a sudden |
death. If-you get a new dam éroject, why suddenly --

The Chairmans I wonder if we might do this, report out
the original, not the original but the secand.prdposal, and
do0 as Senator Heinz suﬁgested. These who have‘some concern,
obviously Senator Durenberger, Senator long, Senator
Moynihan, Senator Baucus and others, try to come up with some
substitute by the times it gets to the S2nate floor, which I
assumé would be in about two weeks.

Semator Moynihans Could I ask, ¥r. Chairman, is it
necessary to have a formula in what we report out?

Senator Heinz: Could I maybe say something, ¥r.
Chairman, that might help the Senator frbm New York?

Any formula that we davelop is going to have one
essential charactaristic that will make it attractive to us

Senators, and the essential characteristic is that it will

ALDERSON REPORTING COMPANY, INC.
440 FIRST ST., N.W., WASHINGTON, D.C. 20001 (202) 628-9300



O

10

11

12

13

14

15

16

17

18

19

20

21

R

24

25

57

require in the agagregate less state matche. Dave

Durenberger’s amendment requires less state match by §70

million, about half of what the Dole amendment doese.

We would have to really botch'the job in order not ‘to
find a method of isnotching that 4id not make that'attractivé
to at least a majority of the Senate.

So I do not think there is any ﬁrap fof ﬁhe Senators from
New York here. I think the chips are stacked in favor of a
Durenberger-Koynihan-Heinz-Baucus-Long -- I got those orders
revers2d -- amendment.

The Chairman: Without objection, then, we will agree to
that.

Senator Heinz: It is all right with me, ¥r. Chairman.
Senator Moynihane Are we agreei that we will have a
consultative process, and if we can, the committee will bring

a committes amendment to the floor?
The Chairmans: That is right.
Ms. Burke: Could T clarify which of the formulas?
General laughter.]

The Chairman: We have just agreei to the Dcle
amendment.

Senatosr Heinz: The Dolé amendimant.

The Chairman: The Dole-Reagan amendment has just been
agreed toe.

{General laughtere.]
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Senator Moynihan: There joes New York. I thought you
had that election in the bage.

Senator Doles Now as I understand it, that only leaves
the final point, which is how do we pay for all of this, and
I have suéqestei a1 couple of itemS'thaé-ue might at least £ry
out on the committee at this time.

Hs. Burkec Senator, befo;é You you have a document that
is entitled "Additional Budget Options," and I believe in the
upper corner or af the top it says "Rdditional Budget
Options,”™ and it should be before you, or will be.

[Pause]

The Chairmans Could I indicate while we are preparing to
discuss the options, I think it is well understood that in
addition to spendiny tedu:tion of revsnues in an amount ejual
to the cost of this program, there would be the additional
reéponsibility of the committ=e to me2t the reconciliation
insttuctions which that $1.7 billion, and I might add that it
is not contrary to> anything in the budget to axceed that ¥1.7
billion over three years. It is my hope that we can exceed
that substantiallye.

Senator H¥oynihan: ¥r. Chairman, I vonder if before we
proceed there is some guestion about Sheila's description of
this formula as including both the IUR and long term
anamployei. |

ds. Burke: Yes, Senator. The allocation formula under
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th2 Dol2 proposil is made up of two factors, the long term
unemployed and the IUR.

Senator Moynihane Equally weighted?

Hs. Burke: They are equally weighted.

Senator Moynihan: Ani that is thehgllocation?

¥s. Burke: That is correct.

Senator Moynihans: Hr. Stern has = different reading of
it, a diffarent document.

Kr. Stern: IAam sorfy, Senator. That is trué of the
column that is called felaral allocation. The column,
hovwever, that talks aﬁout the state share 4id not invclve
long tecﬁ unemployment.

¥s. Burke: Under the original Dole proposal, the
matching rate is determined by the insured unemployment
rate.

Senétor Moynihan: Thank you.

The Chairman: Senator Beatsen did n§t come back, but T
want to make certain that we_had an understanding that his
amendmeht would be, a two year amendment would be the same as
the length of this proposal. "I do not believe he has any
objection to that.

Is that satisfactory?

I understand it is satisfactory. The record should so
reflect. \

Sénétor ¥Yoynihans ¥r. Chairman, may I just ask a
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Are you through there?

The Chairman: Yes.

Senator MYoynihan: It is the case that Puerto Rice isl
involved? )

The Chairmans We want to clarify that, toco, for Senator
Qoynihaf. Puerto Rico is included, is that correct?

ds. Burkes That is correcf, Senator.

Senator Moynihan: Thank you.

The Chairman: Now, there may be a number of options that
members would like to discuss. I am certain that they are
all controversial, but if in fact we want this program, it
would seem to me we must try to fund it in some waYe
Otherwise it will never happen.

We have gon2 over the list a3 numbar of times, and we have
a couple of recommendations. There may be others,'hut why do
you not outline the two, Sheiia, we discussed earlier.

Es. Burke: The first item before you in that package is
a proposal described as modify Part B premium. Under current
law, the Secretary of Health and Human Services is-réquired
to calculate each year»the increase in premiums for those wh§
participate in Part B of Medicare, which is the voluntary
portion of the program.

The pra2mium rates have traditionally, or at the beginning

of the program, raflected 50 percent of the cost of the
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prograa. £LChanges made subsequent to that time limited the
increase of. the premiums to‘the increase in the Social
Security cash benefits program,

As the result of 3 provision contained in the Tax Equity

and Fiscal Responsibility Act of 1982, the limit cn the

increase in premiums was temporarily suspended for two

one-year periods, beginning on July 1 of 1983. During thcse
periods, enrollee premiums would have been allowed to

increase to> amounts necessary to repra2sent an income or cost

of the program of about 25 percent. That limitation that had

besn pravisusly in effect would then again have applied with
respect to periods beginning in 1985. -

As a result of the Social Security amendments of 1983,
the effective date of thatAprovision vas postponed until
January 1, 1984, to reflect the change in the update with
respect to the Social Security cash benefit program. As a
result, as of January 1,.1984, the premium will reflect 25
percent of the cost of the program. That will then take
place for two years.

This proposal vould provide that beginning in 1985, the
linitation on premium increases would effectively be
repealed, and as a result, the proportion of the program
costs to be met by premiums would be permanently set at 25
pecrcent of the program's cost.

The savings as a result of that proposal are $359
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The Chai;man: There was another recommendation. Weall,
there wer2 a numbar of recommandations.

Bs. Burke: The second proposal, which is Item 2 in the
package, r2lates to a frea2ze 5n the reiéoﬁable charges for.
Physician services. Under present law, Hedicare»pays for
physician services on the basis of Heﬁicare-determined
reasonable charge. Those charges are the lesser of either a
physician's actual charges, the customary charges made by an
individual physician for 1 spscific sarvice, or the
prevailing level of charge in the area charged by other
physicians for a specific service.

The amounts rescognized by ¥edicare as customary
prevailing charges are updated annualiy, and this takes place
in July of 2ach y2ar. That update is designed to reflect the
increase in -.the costs of doing business with respect to a
physicianm and are defined as an economic indes or described
as an economic index which reflect those changes.

The proposal -- there are a number of preoeposals before
you. The first proposal would suggest that for all physician
services, would provide for a one-year freeze that would
effectively limit both ths prevailing and the customary 4 |
charges of physicians.

The second proposal would provide for a freeze of

in-patient physician services only on toth the customary and
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The third proposal would provide for a freeze of
in~-patient services only with fespect to the prevailings.

Let me, if I may, correct a misstatement on my part on
option one. Option one would limit oni} the prevailing faés
of physicians, which is to suggest only those physicians who
ara at tha ceiliny with respect to Hedicare payments, and
that would take place for one vear. |

The savings as a result of the first optior, which would

be to freeze all prevailing fees, is $1.3 billion over three

Years.

The savings as a result of option two, which would freeze
both the prevailing and customary charges for in-patient
services, is $1.4 hillion.

»And the savings as a result of option three, which would
simply put a_limit on the prevailing fees for in-patient
services, is $800 million.

We would'suggest consideration of opﬁion one, which puts
a limit on prevailing fees for all physicians, for a savings
>f $1.3 billion.

The Chairman: Now, if that were adopted along with the
first recommendation, would it satisfy the needs of the
program?

¥s. Burkes:s That would provids for appcoximately $1.8

billion. It is a little less than thate.
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Senator Grassley: Tha cost of th2 program is $1.8
billion as well?

¥s. Burke: That is correct, Senator. This would provids
for $1.73, $1.74 billion. The ¥$1.8 billion is the cost of
the héalth benefits for the unemployed ;nd does not includév
tﬁe Bentsen amendment.. |

The Chairman: We are having some discussion about the
Bentsen amendment. We may have to reconsider that. I
thought they had agreed on a two year. I understand that is
not the case. We do not want it loaded up with another
costly am2niment, so We may have to try to eliminate it from
this..

- Are there any discussions of fhese twvo? There are a
number of other proposals. We might wvant to just run through
some of the others.

Senatar Heinz: Do they make these look better?

The Chairman: They make these look better andvbetter the
more you go through the others.

[General laughter.]

Senator Heinzs I would agree, ¥r. Chairman.

The Chairmane: The other, harder ones will follow after
this because we nz2ed t5 move into the reconciliation.

Senator Heinz: ¥r. Chairman, I do not know. I do not
feel it is necessary to ask-Sheila to go through this. We

are going to have to go through them all for the purposes of
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reconciliation, unless théce are other members who fa21
strongly about it.

Senator Baucuss ¥r. Chairman?

The Chairman: Senator Baucus.

Senator Baucus: Mr. Chairman, as I‘unjétstand it,
reconciliation suggests this committee cut over three years
in ¥edicare and Ma2dicaid abouit $1.7 billion. PRs I further
understand what is happening.heré, in an attempt-to finance
unemployment health inéurance, the suggestion is to<make
roughly $1.74 billion worth of Medicare cuts.

Now, if we have reconciliation which we have to address
tomorrow in addition to making this §1.7 billion-in Hedicare
cuts, the guestion that comes to my mind is are we going to
make further Medicare cuts tomorrow, énd if we are, those
cuts will be in excess of what the tudget reconciliation
suggestion 1is, and that means that in crder to finance
unemployment health insurance, we are in the position of the
horns of a dilemma in the tradeoff between the unemployed and
senior citizens. I do not think that is a position.ue wvant
to be in.

It seenas to me if we are going to agree to these cuts 3
here, wa sﬁould ajr2e also her2 today to no more Medicare

|
cuts because the figure of $1.7 billion is what the %
reconciliation has sujgested to this committee. Tt is what i

the full Senate has agreed to in adopting the conference
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ani suggested that 1.7 billion is enough for three years in
Medijicare cuts.

I' just frankly think that it is wrong for us to finance
this unemployment health insurance pro&fam on the backs bf.
senior citizens if it is the intention of this committee t9
make‘anoéhez $1.7 billion or $1.8 billion in cuts on tep of
this $1.7 billion, $1.8 billion when wa adiress the
reconciliation toamorrow.

So my suggestion is that we either do not finance it this
wvay at all, find some other way to finance unemployment
health insurance, 1o that when Wwe tak2 up a tax bill in
September because this uneaployment health insurance progranm
can wait, or if we do finance it with ¥edicare, we agree here
and now that we are not coing to make zny more reconciliation
cuts in Medicare, because I do not think it is fair, on the
one hand, aind second, it is doubling, if we go to $i.7
billion, vhat the full Senate agreed to in adopting the
conference report on the Budgét.

Senator Heinz: - Would the Senate yield?

Senator Baucus: Sur=.

Senator Heinz: Under normal circumstances, what the
Senator says might very well be true, that it would somehow

be an unattractive tradeoff to help finance a means tested

program with a non-means tested program, Medicare. That does
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not personzlly offend me. Yedicare is not a means tested
program. But I think there is an additicnal and to my way of
thinking somewhat compelling reason to lock for ¥edicare
savings, ani that is the financial condition o5f the Kedicare
trust fund. _ -

We have had report after report, including one from the
General Accountingy Office, which says th;t come 1987, we have
a ¥edicare crisis in financing that is every bit as big as
the Social Security crisis that we faced. Now, it does nct
seem too early to this‘Senatot to kill two birds with one
stone, maybe three.

One, find, if you will, a veto-proof methoﬂ of financing
the health insurance bill; numkter two, find a method of
meeting our reconcgliation target of $1.7 hillion; and three,
stirt saviag some money in th2 Medicare program now so that
the problem is not as big as it will otherwise be come the
time we eventually get around to acting on it, which, if
Social Security is any guide, is at the eleventh khour, which
is the toughest time to do ite.

let me mak= on=2 point of s2mphasis on how we pay for this.
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"Senator Heinz: I think we are all pretty realistic about
the fact that it is going to be very touch to get a tax bill
that meets reconciliation. I do not know if there arz any
votes on the Committee for one, but I do not know if there
are any votes on the Ways and Means Cohﬁittee to send us oﬁe.
either.

About the only way ve have to pay for this legislation is
throuch reductions in spending, and I think that if we do not
do it that way we will haQe a real prpblem ever getting this
health insurancaz for the unemployed enactei.

Senator Baucus: If I might respond to the Senator, first
of all, as the Senator well knows, ths reasons we have such
high Medicare bills in our country and the reasons the bills
ar2 increasing are due primarily to increases in Health care
costs generally in the country. They go to technologies,
INEMRRS replacing CAT-scans, and so on and so forth. So we
are not really getting to the heart of the problem here.

But second and more impoftant, vhen the full Senate and
the Congress met this issue ba2fore, that is adopting the
budget, we went through all this and at that time we decided
and the Ssnate decided the $1.7 billion was encugh in cuts in
adopting the budget resolution.-

Since then, the financial position of the Hospital
Insurance Trust Fund is much better. The most recent reports

that have come out indicate that the trust fund, the Bospital

14
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Insurance Trust Fund, even though it is in sone difficulty in
the future, now is not due to go belly-up, if it is at all,
until at least 1990C.

When w2 first considered thié problem it was in more

jeopardy, it vas in greater difficulty. It was 1987, 1988,

and now the figures are, particularly with the adoption of

. prospective reimbursement and better economy, et cetera, the

financial position of the trust fund is much better than it
was then.

But more‘important, what we are talking ﬁbout here is
?art B cuts. So these cuts here do not affect the Hospitﬁl
Insurance Trust Fund, anyway. So it seems to me that, for a
wvhole host of reasons, that it is not fair and appropriate at
this time to try to finance h2alth insurance unemployment
benefits on the backs of senior citizens above and beyond
financing it on the backs of senior citizens in the amount
that this Committee before the full Senate, before the House
Comme;ce Committee, has agreed toe.

I just do not think it is proper to finance health
insurance premiums at this time. We can always address this
later. We can come back after the August recess, ﬁe can
figure out some other way t§ finance it. But I do not think
we want to finance it now, particularly since the Hospital
Insurance Trust Fyni is in better shape than it was, on the

backs of senior citizense.
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Senator Heinz: Just i point of clarification. I would
not want anyone to think that the package we are talking
about is largely Part B. It is about §400 millicn Part B and
the rest is Part A, which is the fund, as the Senator knows.

Secondly, it 4ould be this Senator‘g intention not to _
look for a lot of additionai money in Part B. I wvould think
it could b2 founi fairly_easily in Part A. i

Senator Bradley:. Would the Senator yield for Jjust a
point of clarification?

Senator Baucus: Yes.

Senator Bradlays I_would'like to ask, Senator Heinz. T -
just did not quite understand what he said.

You saii that you would like to pay for the health
insurance for the unemployed by cuts in Hedicare,
essentially?

Senator Heinz: 1In spendinge.

Senator Bradley:¢ Is that in addition ﬁo wvhat wve have to
do in reconciliation, or is it your viewpoint that if we deal
with the health care for the unémpioyed'that~that would also
be included in reconciliation? | |

Senator Heinz: I do not think we can get away with
having our actions on this count twice. So we would have to
do about another $1.8 billion, not necessarily by Medicare,

by the way; all the programs in our jurisdiction, that would

come up with that §$1.8 billion over three years., That is
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about $600 millicon a year.

I goess this Committee has jurisdiction over ¥$250 billion
to $300 billion worth of programs a year, and I just reject
the notion ve cannot do that.

Senator Bradleys¢ Is that correct,fthat we can -- on
reconciliation we just have to come up with --

The Chairman: §$1.7 billion.

Senator Bradley: =-- $1.7 billion, but we can do that in
someplace osthar than Yedicare?

¥s. Burke: The position the Committee has taken
traditionally is that we would within our jurisdiction
achievelsaving; in any of those areas ana it éouid be a
combination. Wé have been reconciled for §1.7 billion in
Kedicare. We could choose to take it in Yedicare, and
traditionally w2 have followel thait pattern.

My understanding is that we have also held open to the
Commitﬁee the option to raise the revenues or the spending in
whatever fashion they choose.

Senator Bfadley: Well, could you tell me, what is the
CBO 5aseline projaction for revenue sharing?

¥s. Burkes XNo, Senator, I do not have that information.
We can get it immediately.

[Pause.]

Hs. Burke: 1In the material just provided to me from the

Congressional Budget OJOffice, the baseline in 1984 budget

’
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authority for gen=aral revenﬁe sharing is $4.8 billion. The
outlay is $4.7 billion. The 1985 est;mate of budget
authority, $5.0 billion; the outlay is $8.9 billion; budget
authority in 1986, $5.2 billion, with outlays of $5.2
billion. J '

Senator Bradley: So that over that three-year period we
would be picking up, if we dii freeze general revenue sharing
at $4.6 biilion, ve would be picking up about $1.3 billion in
budget_savihgs. ‘

N¥ow, is it the Chairman’'s view that we could apply those

to reconciliation, or Senator Heinz?

Senator Heinzs I cannot speak for the Chairman, but as I

anlerstand the rules we orperates under we could.

Sehato: Bradleys We could do that?

Senatof Heinz: Unless th=2 Chairman has a different point
of view, that would be my understanding.

Let me give you one other 2xample. 1 am working towards
introduction pf a pacemakér bill. I think Senator Baucus may
have been present at the Aging Committee hearings where. we
found out that, of the 32 billion a year that the Government
spehds through Heiicafe on rpacemakers, we waste maybe as much
as half of it.

We have a bill that we will be introducing, vhich wve
anticipate -— I hope to make it a part of resconciliation, by

the way -- that could save, just in that one measure alone,
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szoo'million-éo $300 million a year.

Senatér Bradley: ¥ell, could I make a suggestion to the
Chairman? Instead of going through ali these ¥edicare cuts
to pay for health insurance for the unemployed, why can we
not jusf credit the general ravenue shifing'saving-that,weA
have by freezing at $4.6.billion?

The Committee has already frozen it at $4.6 billion. It
is a savingbover three years of $1.3 billion. That is about
what this program is going to cost over a three-year period.

Senator Heinz: That is a reasonable idea, if the Senator
can guarantee the House of Representatives will be reasonable
in conference..

The Chairman: The only problem is, you kno&, that I
think we are Jemoastratiny how ridiculous the 5udget process
is. ¥e have got deficits of §$700 bhillion staring us in the.
face and we.are,saying wve cannot cut, we cannot change our
priorities any more on this Committee, vwe cannot cut,angthin§
that is aLready,iu law to make room for a program to help
people in need, w2 cannot reduce the growth of spending
anywhere. And I do not think thét is the case.

I have sort of given up on the budget process. We are
trying to reduce the deficits, and I would hope that we can
at least pay for this program. If we cannot, I nust say, I
do not intend to report it out of -the Committee. If wve

cannot finance the program, then we just cannot finance the
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progran.
I think it is something ws ought to pass and should passe
before the recess. We have been told there is a great need

for this progranm. The House plans to act tomorrowe. It would

-be my hope that vwe could act as early is next week, go to

conferance and resolva ths differences, and have a progras in
place before August Sthe.

But one thing I think has been made clear is that the
President will sign the bill, as I understand it, if in fact
somehov we can pay for it.__There are a lot of things. You
can do it with taxes, you can do it with reductions in
spending.

I have just rezd the June report of the trustees on
Hedicare and Sociial Security. I d0‘63t find those rosy
reports that the Senator from Yontana referred to. I do noﬁ
find the precise language.

I vas told if we did not do something by '88 we would
eitherAhave to raise taxes, what, by 30 percent or 43
percent, and reduce benefits by 30 percent. We are told in
this report, and the conclusion is:

"The Board recommends that Congress study carefully the
Advisory Council’s reccmmendations that take further action
to> .curtail rapil jrowth in th2 hospital insurance progranm
which has occurred in recent years and which is anticipated

in the future.”

ALDERSON REPORTING COMPANY, INC.
440 FIRST ST., N.w., WASHINGTON, D.C. 20001 (202) 628-8300



10

11

12

13

14

15

16

17

18

19

20

R

24

25

It wvould seesm to me that we have got a responsibility,

unless we are going to appoint another commission and let the
zoamission take over our cespohsibility, and I hope we 40 not
have to do that.

Senator Baucuse ¥r. Chairman, on Ehat point, you
mentioﬁed hospital costs. I wonder if I might ask Sheila.
Hy'understandingiis that still these cuts are all Part B
cuts, are not Part A cuts, which wouli not address the
hospital insurance fund issue anyvay.

The Chairman: We will in ‘the recﬁnciliation.

Senator Baucuss But this point here will not, and,
sécond, I do not know what the data is you read, but I had
read in the press - I could be wrong --

The Chairmans June '33) last week, two weeks agoe.

Senator Baucus: I rs2i 2 recent report that i*t was nog
1990, not 1988.

The Chairman:s It all depends on the assumﬁtions,

Senator Bradley: ¥r. Chairman, I do not see that whatvI
suggested is incoqsistent at all with what you have just
said. The deficit that is projected at $200 billion includes
spending 31.3 billion more on revenue sharing.

The Chairman: If we do not do that, it is going to be
$198.7 billion.

Senator Bradl=y: This Committee has frozapn revenue

sharing, so we have in the Committee obtained a budget saving
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of $1.3 billion before we even get to Medicare. So we can
apply that to the health insutanc; benefits for the
unemployed.
Senator Heinz: Xr. Chairman, may I comment on that?
Senator Bradley, I think that is iﬁéenious.' There is
only one problem. The President, when this bill gets to hinm,

is not going to s2e it that way, because .revenue sharing is

going to bz a part of this bill. And it seems to me that

whether your idea is reasonable or unreasonable -- I am not

making that Jjudgment about it -- that it is one sure way to
make sure this does not become law. |

I have jot a lot of p=opl2 in my state that need this
help. You may be right, but T guarantee you that what you
are saying is we are joing to report this bill ocut, it will
not have anythiang in it that says hera is how we are going-to
pay for it, and the President will not havé any reason not to
veto it. And I 35 not want to be ; part of that strategy.

Senator Bradley: Ckay. There is more than one vay to

-.cut the sausage. Let us say we did the Medicare cuts for

this, but then ve apply the general revenue sharing Savings
to reconciliation.

The Chairman: That is an argument you can make at that
time.

Senator Heinz: T am willing to keep an open mind on

that.
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Senator Bradleys Well, that is gsod naws.

[Laughter.]

The Chairman: It is not without precedent, right?

(Laughter.j

The Chairmans: I think we hﬁvé a very tight program. TIn
my view it is one that will bé helerful to a 1ot of people. T
have had many of ay collezgues conme io me and say, boy, fou.
are really opening a can of worms here, this is going to be a
program that is going to go on forever. I hope that is not
the case. 1 hope unemployment comes down and we do not have
the need for the progranm.

But I do believe that unless we are willing to make some
reductions and in fact rearrange our priorities a bit, we are
going to have difficulty éetting it past. And if there are
other-ways you would 1iké to sudgest #e pay for it other than
the bookkeeping -- I nean, th2 whole budget process is a
mystery, and they play around with numbers and we have to
1eal with the r=2al thing.

They gave us 373 billion in revenues to raise, too.
daybe w2 can take that §1.3 billion we séved in revenue
sharing off the revenue number. I would rather do thate.
Would that be all right?

Senator Bradley: #Well, we can discuss that after we have
raised $70 billion.

Senator Heinz: Maybe we coculd reduce the fair tax.
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The Chairman: I wonder if we couli vote on these two
provisions as a way of funding the program.

Senator Baucus: Ar. ﬁhairman, on2 gqguick point here. I
think we should fund it, too; that is, unemployment health
insurance. I.think it would be irresp&hsible not to at this
point.

-The.sli;ht problea I have is that this is the first I
heard that this is where we are going to finance it, is half
an hour ago. And if we had set up different alternative
financing proposals raising the revenuve one way or another,
or some other cuts someplace else, and various options, that
might help a little bit. But when we are just presented with
one, this is the weay we are going to do it, I cuess tomorrow
we will further cut Medicare another §1.7 billion or
something, and I have trouble agreeing with this first
proposal, since I first saw it a half an hour or an hour
ago.

So that is a big problem I have, too, with this
particﬁlar method of financing.

The Chairmans If you would like to offer a substitute or
an amendment --

Senator Baucus: Your staff had the benefit of days
working on this.

The Chairmans: There have been a lot of spending

proposals floating around.
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Senator Baucus: “hat are they? I have not seen them.
. The Chairman: Everybody has them. Just knock on any

doore.

But thase so22m to be less painful than others. I did not

want it to be too big a shock to start }ith.

Sheila, you might run dowd quickly some of the others,
without going into -- I do not know how long the blue book
is. Do you;have 3 blue book there? |

¥s. Bucke: Y25, sir.

" In fronf of you is actually a Yerox copy of an itenm
identified as the béckground iata>and materials on the fiscal
Year '84 spending proposals.

The Chairman: Has that bzen available?

¥se. Burkes: That was diStributed to the Committee in
June, yves, sir.

Senator Bentsen:s ¥r. Chairman, i seem to have walked in
at a very inopportune time, about how to pay for this. Would
you tell me what we are referring to?

The Chairmans: Right now she is discussing ;- this is a
copy of the spending proposals we suggest that we might use.
It is attachment AR. We might modify the Part B premium and
secondly freeze the reasonalbtle charges for physician
services, #which would raise about $1.74 billion, which would
pay for the program, about $1.8 billion.

Now, there ars a number of other options, and certainly
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anybedy can raise additions.

Why 4o you not just briefly describe those tvwo things,
Shirley, and then we can go on to the otherse.

Senator Heinz: Mr. Chairman, could I just inguire? You
said freezé fhe r2asonable charges. I khink vwe are really-
freezing the maximum reasonable charges, not all reasonable
charges, and ®e ace only freezing it for one year, not for
three years. |

The Chairman: One year.

Ms. Burke: The two propbsals; Senator Eentsen, which are
desc:ibed before you: .the first is to hold the Part E
pramium at 25 pefcent.of program costs into the future.

The Chairmans That is wh=2re it is now, correct? Sc we
are not changing that?

Hs.»Burke; N5, we maiatain it at 25 percent for the
future..

The sacond proposal wouid freeze the prevailing fees of
physicians for one year, and that is the éhysician fees that
are the c2ilings against which other physicians® fees would
bounce. |

The Chairman: Tﬁat would not freeze those beneath it.

¥s. Burke: No, it would not. It would alloﬁ those whose
cuétomaries are below prevailing to continue to increase.

The savings as a result of the Part B premium are $359

million; as a result of the freeze on prevailings, 3$1.3
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Now, if th=2re are any specific ones, Maix,

that you want us to touch on -- do you want her to go through

them?

Senator Baucus:

Frankly, I am not prepared to go further

on this at this point, so it would be futile unless we want

_ to hold over until tomorrow or another daye.

prepared to> vote if you want to vote.

The Chairman:
Mr. DeArments -
The Chairmang:
Mr. DeArments
[No response.]
Mr. DeArment:
The Chairmans
Mr. DeArments
The Chairman:
¥r. DeArments
Senator Heinz:
¥r. DeArments:
The Chairmans
#r. DeArment:
{No response.]
Hr. DeArments:

{No response.]

I am Jjust

Okay, why do we not vote on these.

Mr. Packyo:d?

" Ayee.

¥r. Roth?

Mr. Danforth?
hye.

Hr. Chafee?
Aye.

¥r. Heinz?

Aye.

Mr. Wallop?
Aye.

¥r. Durenberger?

Mr. Armstrong?
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Hr. DeArment: #r. Symamas?

The Chairmane: Aye.

Mr. DeArment: ¥r. Grassley?

The Chairman: Aye.

Mr. DeArment: HNr. Long?

Senator lLongs Aye.

¥r. DeArments ¥Kr. Bentsen?

Senator Bentsens

Rya.

¥r. DeArment: Hr. 4Yatsunaga?

[No response.]

Kr. DeArment: M¥r. Xoynihan?

[No responsee.]

¥r. DeArment: H¥r. Baucus?

Senator Baucuss:

Noe

¥r. DeArment: _Mr. Boren?

fNo response.]

Mr. DeArment: Hr. Bradley?

Senator Bradley:

No.

¥r. DeArment: ¥r. Mitchell?

{No response.]

[No response.]

Mr. DeArment: ¥r. Pryor?

¥r. DeRrment: ¥Nr. Chairman?

The Chairman: Ay=2.

Cn this vote the

Yyeas are ten, the nays are twvwo,
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absentees may record their vote.

~

Sernator Heinz: HMr. Chairman, are there any further
amendments?

The Chairman: Is it satisfactory to 1limit that to two
years?

Senator Bentsen: Yes.

The Chairman: On the Medicaid amendment?

Senator Bentsen: Yes.

The Chairmans If there are no further amendments -- any
further amendments?

[¥o response.]

Thé Chairmgn: What do we need to report out the bill
now?

Hr. DeArments We need eleven members.

The’Chairmgn: Let us see if w2 can get a2 few mnore here.

¥r. DeArmente Mr. Chairman, in the meantime while we are
vaiting, we might take up the Swift nomination;

The Chairmang Oh, this morning we did have a Tax Court
nominee.

Sénator Heinz: Mr. Chairman, might I make one quick
comment before we go to the Tax Court nominee? I sense that
we do have a substantial majority in favor of the bill. I do
not think it is going to be unanimous, but T think it will be
a substantial majority.

As soma2body from one of miny statss that really have been
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nose to nose with this problem, I want to thank all ny
célleagues.who have voted to finance ﬁhe bill, to pay for it,
and made improvements in it. We know of a few imrrovements
left to make.

But I think that we have provai thé‘skeptics WCONg .« Wé
have all been reading in the newspépers that the House and
Senate wer2 naver going to be able to agree on any further
recession relief meésures. This is a major measure. It is
going to be very meaningful to up £°,11 million ﬁeople who we
are told do not have health benefits.

It ﬁroves that the Finance Committee in particular, but I
think thatAit ¥ill prove that the Senate in general, has 12
conscience, even though everybody says that we do not need to

s here or around

e

have a conscience because economic recovery

tha ccrner.

o

And Mr. Chairman, I want to thank you above all, because
you have particularly been of incrediblevhelp. You have
taken this matter very seriously. You have helped. I think
it is fair to say we would never have gotten the
Administration to change its tune on health care for the
unemployed without yohr having taken a very strong stand.

T am di22ply grateful t> you, and Senator Durenburger
also, as Chairman of the Health Subcommittee, for all your
help. This is joing to be enormously beneficial to people in

states like Pennsylvania who have been unemployed for far too
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Th2 Chairman: We thank the Senator from Pennsylvania.
‘Cne thing that we might discuss, unless there is some
objection, there are a nuaber of technical corrections that I

understand should be made when wve added'the hospital
prospective payment provision to social security last --
well, this year. There are a number of administrative .
changes of a technical nature thaf should be made.

Sheila, I wonder if you might at laast raise.that at this
time and see if there are any objections. If there are, we
will not do it. But I think it might be a good vehicle.
Senator Durenberger 1 knoﬁ»is involved with this, and I think
Senator Baucus.

¥s. Burkes Again, before you, Senators, is a document
identifield 3s "ARiiitional Rudget Options," On page 5 of that
document thére are a group of proposals described as
proposals of an administrative and technical natute.. These
include proposals which do not have any impact on the budget,
provide for some suggested changes, modifications and
corrections in existing lawvw -- they afe in some cases a
repeal, for example, of 3 proposal never implemented --
provide for strengthening of collections against third
partiese.

There are a number of them brought to our attention by

the Administration ani by others. There are one or two we
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would like to suggest not trying to do today because there

have been gquestions raised. For examrle, with respect to the

‘reguirements for certification in intermediate care

facilities, there have been questions raised, and in the

interest of perhaps trying %to work out an alternative T

' suggest we not proceed until that time.

The Chairman: Has ¥r. Hoyer looked at these?

¥r. Hoyer,.have you had a chance to review these? Are
thay tachnical in nature? Are you satisfied?

¥r. Hoyers They are mipor and technical in nature, and
they are fine.

The Chairmans: And except for the two -- there are a
couple, then, we ought to withhold on?

8s. Burke: I would suggest that the only one we hold off
on is the ICF. S=2nator Chafe2, for exampl=, had some
questions about_that. Ye would like to try and work that
out. |

The one I might point out that is Certainly substantive
in nature, but has no budget impact, is the payment for
hospice care. We have includz2d in this list a provision
which would provide for a $6500 cap with respect to hospice
services, #hizh would alter the la2gislation. That is itenm
number 20 on page 14 of the materials.

The other item I might point out is item 21, which is not

truly a proposal with respect of a technical nature, but
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suggested in the context of physiciam fees, and that is
reguiring the Administration to publish a list of physicians
who accept assignment, and that this list be made available
to social security offices so individuals would be aware of
those individuvals in their community wfliinq to.take
assignmént a certain percentage of the tinme,

Senator Durenbergers I would hope -- that is a very
substantial improvement, I think, to the Medicaid process and
one that as far as 1 can tell has been supported to a deéree
by physicians, and to a substantial degree by the
osrzanizations repcesenting the elderly in this country.

Sheila, I had one other on the technical part that maybe
Lloyd and 3 coupla other peogle -- remember the Houston
Clinic and the ¥ayo Clinic ani the Cleveland Clinic? We had
a situatiﬁn there where -- and I think we provided exceptions
in the law, and I just discovered this on a telephone call —
where the prospective payment could not go.to the clinic
rather than to the hospital that was involved with tha
clinic.

And I do not know how much applicability there is here,
bht I just found out th&t HCFAR in setting up its regulations
is not giving the extra teaching reimbursement to the clinic
-— or to the hospitals involv=2i, on the theory that the
clinic employs the residents and the interns, rather than the

hospital, in those very few situations. And therefore, I do
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not know whether that is right or wrong, but I thought I had
better make a record of it at this point.

It certainly woulil be technical in nature. I think it
has very limited applicability. I can just make that record
and then ve can clarify it. If I anm wfbng, if it is .
substantive, I will take it off the table.

¥s. Burke: We can ce:tainly check, Senatore. I am not
aware of the specific problem, but we would be glad to
check.

I would like to point out one additional change with
respect to a provision having to do with venue. fhis vas a
concern of Senator Baucus. It is a change that resulted with
respect tc judicial review, and there was a concern abcut the
effective date. We will make that modification as
rejuested.

We understand Senator Heinz had a suggestion also with
respect to teaching physicians and 3 modification with
respect to teaching institutions, and wondered whether or not
that was prepared.

Senator Heinzs: I may, Sheila. We are really not ready.

Senator Bradl=ys ¥r. Chairman, I would, if I could, like
to offer an amendment which would pay for this by the general
revenue sharing assumption, in other words by having frozen
general revenue sharing at $4.6 billion. That gets a saving

of $1.3 billion, and I would like to be able to propose that
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as how we pay for it, instead of cuts in fedicare.

The Chairman: Is there any objection to the technical
amendments, with the exception of the one you specified?

Senator Durenbergers ¥r. Chairman, I have a question. I
have been just handed this, and there ié one called ®22.
Periodic review of effectiveness of state prograns
modification.™

Ms. Burkes: S2nator, we ware only going to include the
health provisions and not those dealing with vhere there
might be guestions the Committee may wish to discuss.

Senator Durenbergerg Gh, okay.

Senator Roth: May I rais= a point with respect to the
hospices? In the case of a Delawvare hospice, we only have
six to ten patisnts, so that it has bzen the ﬁractice to have
a contractual arrangement with the Visiting Nurses
Association to provide nursing services. I understand,
generally speaking, that we have not wanted to use that
approache. |

But as I say, vith six to tan patients it would not be
cost effective to hire a nursing staff beyond the Delaware
hospice ra2yistered nurse who supervises the care plan for the
patients.. What we vere hoping is that in the conference that
we could provide certain waivers, give the Secretary of the
Départment of Health and Human Services the authority to make

certain limited waivers to certain hospices to contract for
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nursing services.

What we are proposing is that they be: One, a hospice in
axlistence at the time of passige of the legislation; two,
hospices who are the sole community hospice provider; three,
hospices who are able to prove that the contractual -
arranqément is more cost effective than the provision of
difect ;ecvices; and four, to hospices who provide assurance
that the contractual nurses are part of the hospice team and
gnder their managesment and control.

The Chairman: Sheila, do you vant to comment on this?
He called it to my attention esarlier and IAhad forgotten
about it.

Ms. Burke: S2nzator Dole, under the legislation as passed'
by the Congress, hospices are required to provide what are
jefined as core sarvices, and that is the minimum services,
vhich include nursing services, through the hospice |
specifically. Since passage of the legislation, a number of
hospices hive brought to our attention their concerns,
particularly those located in rural areas and sole community
providers, that they are unabla to provide that service and
have traditionally done so in a coalition manner, that is, é
numher of osrganizations getting together.

That is one of the issues that is most controversial
about the hospice provision. It is one of the proposed

changes that we had hoped to iiscuss when discussing the

ALDERSON REPORTING COMPANY, INC.
440 FIRST ST.. N.W., WASHINGTON, D.C. 20001 (202) 628-6300



o

.

10
11
12

13

14

15

16

17

18

19.

20

21

R

24

25 .

hospice amendmerts once the regulations have been published.
He were concerned about makiny a substantive change at this
time until we have had an opportunity to review all the
regulatiéns on the entire provision and looked carefully at
how you might provide for an apporfunigy'for a.hospice.
particulatly in rural areas, to contract, while not
ancouraginy the davelopment of storefronts.

Now, £he prbposal that would aliow only for éxistin§
hospices wauld_he@p that, but I would like to suggest an
opportunity to review that with the Aiministration in the
context of the regulations. Rut I think we would hope to
achieva th2 end Ssnator Roth has indiizated.

Senator Durenbergers: Yr. Chairman, we are planning a
full-£fledg=3 heicing on hospizes on the 28th of July,-I
believe. And I am sensitive toc the point that the Senator
from Delaware mad2, and we certainly can consider it at that
point.

Senator Rothe: ¥y only concern is that the problenm is
here and now. I was hoping that at conference we might be
able to work some limited -- I am basically sympathetic with
the general provisions, but there are certain situations
where it makes sense to have an exception. |

Senator Danforth: ﬁe-have an even bigger problem with
the regulations overall that we need to resolve, and so I do

not think we are 3oing to hava a time problsm with coming to
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¥s. Burke: The l=2gislation, of course, does not take
éffect until November, s> we still have some opportunity
prior to that time to make a cﬁange before implementation. I
woula like to suggest we will perhaps éﬁlk with your staff;
Senator Roth, and with the Administration, in view of the
héarin;s that will be scheduled on the regulafions, to try té_
vork something out thét is amenéble particularly and
adiresses your problem respecting small hospices.

Senator Roth: All right, that is satisfactory.

TheAChaicman: Rll right. Then withou; objection, we
will adopt these'technical amendments. Are you satisfied,
Senator Roth, that they zin work this out?

Senator RHoths Yes. | |

The Chiirmans Senator Packwood is on his way, and I
think Senator Yoynihan and Senator Grassley, which would give
us an adeguate nuaber of membars, 12. We need 11. And the
staff will have the pefmission to make technical corrections,
3s customary, in 1rafting.

[Pause.l

The Chairmans We could hopefully dispose of the Bradley
amendment, either that or it wil dispose of us. ks I
understand, you would use the money we do not have, but we
purportedly saved in re§enue sharing?

Senator Bradley: Well, yes. ¥hat T would do is, the CBRO
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baseline assumes revenue sharing costing about $1.3 billion

more than the Comaittee did when it froze it at §$4.6

~billion. That thereby gives us $1.3 billion. I would apply

that to this health care for the unemployed to pay for it,
instead of cuttingﬂnedicare to‘pay for it.

The Chairmans All right. Would you like a vote on
that?

| Senator Bradlesy: Yes.

The Chairman: Let me suggest that I d¢o not quarrel with
the concept, but I Jjust know that is smoke and mirrors, and
if in fact we want a program for health care for the
unemployed.we have got to find real reductions in spending.
So I would hope the amendment might be defeated.

Senator Heinz: ¥r. Chairsan, if I could just make a
comment, which is that if the Committee were to adopt that it
is not only, I am afraid, smoke and mirrors, but the
President is not going to be.fooled'by that smoke and
mirrors, and it is a sure way to guarantee that health care
for the unemployed will never become a reality. And»I would
hore anybody who is in favor of heélth.care.for the
unemployed -- and I include the Senator from New Jersey in
that -- would not vote fof the amendment.

The Chairman: Let us vot2. Let us have a vote. ¥e now

have eleven members, so if we can kill this one we can vote

th2 amendmant oute.

ALDERSON REPORTING COMPANY, INC.
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Br. DeArment:

Mr. Packwood?

Senator Packwood: Pass.

Mr. DeArment:
Senator Roths
¥r. DeArment:
The Chairman:
¥r. DeArments

The Chairmans

" Mr. DeArments

Senator Heinz:

Mr. DeArment:

Senator Wallops

¥re. DeArment:

¥r. Roth?

No.

¥r. Danforth?
Danforth, no.
¥r. Chafee?
Noe.

¥r. Heinz?

Ro.
¥r. Wallop?
No.

¥r. Durenbarger?

Senator Durenbergers No.

Mr. DeArment:
{No response.]

Mr. DeArments:

Senator Symms:

Mr. DeRArments
The Chairman:
Mr. DeArments
Senator Llong:

Mr. DeArments:

_Hr. Armstrong?

¥r. Symmas?
.No.

Mr. Grassléy?
No.

Hf. Long?

No.

¥r. Bentsen?

Senator Bentsen: Noe.

Mr. DeArments

Mr. Matsunaga?

ALDERSON REPORTING COMPANY, INC.
4@ FIRST ST., N.W., WASHINGTON, D.C. 20001 (202) 628-9300
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[No respornse.l
Mr. DeArment:s Mr. Moynihan?
[No response.]
Mr. DeArments M¥r. Baucus?
Senator Baucus: Aye.
M¥r. DeArments: Hr. Boren?
[No response.]
Er. DeArment: Mr. Bradley?
Senator Brailsy: Aye.
Mr. DeArments: HNr. Kitchell?
[No ra=sponse.]
Hr; Dehrmgnt: Mr. Pryor?
[No response.]
Kr. DeArment: ¥r. Chairman?
The Chairman: No.
¥r. DeArments ¥r. Packwocd?
Senator Paékwood: . No.
" The Chairman: On this amendment the yeas are 2, the nays
are 12, the anendnent is not ajreei to.
If there are no other amendments, we ﬁov have a
sufficient number to vote to report the bill.
¥hat about the Tax Court? Let us report the bill and
then take the Tax Court nominee.
The Clerk will call the roll.

Mr. DeArmentes ¥r. Packwood?

ALDERSON REPORTING COMPANY, INC.
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Senatosr Packwood: RAye.

¥r. DgArment:
Senator Roth:
¥r. DeArments:
The Chairmans

Hr. DelArments:

. The Chairmans

Mr. DaArmant:
Senator Heinz:

Mr. DelArments

~Senator Wallop:

¥r. DeArments:

¥r. Roth?

Aye.

Mr. Danforth?

Aye.

¥r. Chafee?

Aye.

¥r. Heinz?
Aye.

Mr. Hallgp?
No.

Mr. Durenberger?

Senator Durenberger: Aye.

¥r. Defrment:
[No response.]
Mr. DeArment:
Senator Sfmms:
Hr. DeArment:
The Chairmans:
¥r. DeArments:
Senator Llongs

¥r. DeArment:

¥r. Armstrong?.

Hr. Symams?
No.

Mr. Grassley?

Aye. |
Er. Long?

Afe.

Hr. Bentsen?

Senator Bentsen: Ayee.

Mr. DeArment:

{0 response.]

Yr. FKatsunaga?
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¥r. DeArﬁent: Kr. ¥oynihan?
[Ro response.]

" ¥r. DeArments NMr. Baucus?
Senator Baucus: No.
¥r. DeArments Mr. Boren?
Senator Long: 2Aye..
Mr. DaArma2nt: Mr. Bradley?
Senator Bradley: No.
¥r. DeArments: HMr. Mitchell?
[No response.]
Hr. DeArment: Mr. Pryor?
{YNo reéponser]
¥r. DsRrmeant: Y¥r. Chairman?
The Chairmans: Aye..

Now, on this vote the yeas are eleven and the nays are

four, and the bill will be repcrted.

Now, what about the Tax Couctt nominee? . Do you want to
report that?

¥r. Deﬂtment: Ke had the hearing on ﬁr. Swift for the
United States Tax Court in the hearing this morning.

The Chairmans: Is thers any objection to reporting the

nominee? ¥e had hearings. As far as we can determine, he is

well qualified, there is no conflict of interest. He has
been approved by the =2thics provisions.

[No response.l]

ALDERSON REPORTING COMPANY, INC.
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The Chairman: Without objection, the nomination will be
reported.

What about th2 reporting? How much time io we have on
the Committee report on the bill itself?

Mr. DeArment: On the bill we just reported?

The Chairman: Anybody want any special time for views?

Senator Bradlsy: On the Tax Court?

The Chairman: On the otﬂer one, on health care.

Senator Bradley: Whaf timé do we have toAdo.that?

The Chiirman:. What is Fha'nOtmal time? We would like to
bring it up before the recess.

Senator Bradléy: T would 1like to file some views. I
could do it probably in the next day or so.

Hr.,DaArmeﬁt: That is more than aleguats.

The Chairman; Thank you very much. ¥e were going to
take up -- there is going to be a vote, I understand, in
about five minutes. So raﬁher than come back and start on
reconciliation, why do I not just advise memberé when wve
might all get together again témorrov, and of course sonme
time next week.

[¥Fhereupon, at 5:04 o°clock p.m., the Committee

adjourned, to reconvene uposn the call of the Chair.]

* * *

ALDERSON REPORTING COMPANY, INC.
440 FIRST ST., N.W., WASHINGTON, D.C. 20001 (202) 628-8300
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Bttachment

1. Modifv Part © Premium

Current Lz

Ey law, the Secretary of Health ané Human Services hsas
b ired to calculate each December the increase in premiums
o] whe elect to enroll in the Supplementarv Medical
I (or Part B) portion of the Medicare program. The new
8] ates nave been effective on July 1 of the year follow 'ing
tn in which the calculation was made. Créinarily, the new
premium 1s the lower. of: (1) an amount sufficient to cover one-
nalf cf the costs of the program for the aged or (2) the current
Premitm amcunt increased by the percentage by which cash benefits
are increzsed under the ccst-cf-living (CCL2) provisions of the
socizl security programs.

Premiun inceme, which criginally financed hzlf of the
Ccsts of Pzart 2, has daclined - as the rnsult of this formula -
£0 lezs tharn 23 percsn: of *ctal 2rogram income The "Tax Cquity
ans Fiscal Respensibility Zct of 1982" (TEFR A) tempcrarily
suspendecd tne limitztion for two cne- year periods, beginning on
July 1, 1982, During thess periods, enrcllee premiums woulé be
allowed to increzse to amournts necessary to procuce premium
inceome 2cqual to 2% percent ¢ nrogream costs for elcerly
enrcliees. The limitzticn wcuid again apply with respect to
cericts beginning July 1, 1985 znd thereafter.

T "Sccial Security Zmeandmants of 1983 (Public Law SC-
2l) nostponsd tho schedulad Julv 1, 1953 increase to Jenuary 1,
1882 tc ceirci with the delay in the cost-of-1liv ing increase in
socizal security cesh benefit peyments. Future increases will
occur in January of sach vear based on calculzticns made the
previous September. Public Law 98-21 further proviced that the
suspension of limitations as authorized Dy TEFRL are to spply for
the two-yoar osricd 5eTinning SJanuary 1, 1984,

The nrconosal nreovifes that Teginning in
limitation cn przmium increasss would be repealed
.Ehe drenortioan of PICCIam coszts Yo bo met by pren
permanently Do set at IS nercent.
Effective Dass

canuary i, 1¢I5,




S50 Savings
3-Yr,
1054 1085 1086 Total
- - -359 -359
2. Freeze "Reascnable Charges" For Phvsician Services
Cirrent Law

Unccr present leaw, medicare pays for physicien services
on the beasis of mediczre-detsrmined "rezsorable charges.,"
"Reasonable chzrgzs" are ke lesser of: a dhyvsician's actual
cnarges, tha customary chargss made by an indivicdual physicizn
for specific cservices, or the prevailing level of chargzs made by
cther zhysicians fcr specific services in = gecgrazghic areas, Theo
amnounts recccgnized by medicare as custcmary and prevailing
charges are undated annually (on July 1) to reflact changes in
c“hysician charcing practices. Increases in 3revailing charge
levels ar 'ited by an economic index which reflacts changess in
the opers £Xpenses of physicians and in gensral carnings

Yoz nysician service
crcva its t wie in effect
undat ¢ on iv 1, 1982, rFor
July limits for all ghysiciar
remai appliczble during the 1
year.
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Current law precludes medicar ceverage of immunization
agalnst virzl hspetitis, an infecticus disease that procduces
&Cute and chrenic inflammation of the liver which may then lead
TC scrious illrnsss or death. Hewever, end stage renzl dise=zse
patients are currently mconitored oy monthly testing for the
virus, znd thoss tests are covers-: and Daid for uncder the
medicare pregran.

Propcosal
Per~:t medicare coverage cf Hepatitis S vaccine for IZSRD
nemocialysis zatients.
Ccst Cavings
3-Yr,
1264 1025 1086 Tota
+2.2 -1.4 -2.2 -1.4
Effective Dats

O
0
ot
O
t)
1]
"~
'_J
~
’_l
Vol
™
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. Increase '=2icaid Ceilincs fcr fuerto Rice and the Territeories
1 Current Lzt

Unczr oresent law, thes Tcoizrzl Medicaid matching rzias
fcr fuerto Tizo, =he Virgin Islardis, Cuzm, Pmerican Samoa, znd
tno dcrithern lzrianas are sst at = percent and Feceral matching
i1s subject :c znnual dollar ceil 2. The dollar ceilings are:
545 million Ior Puzrio Pice; S1.3% =-iilion for the Virgin islands;
£l.4 millicn Zcr Cuam; $33C,00C Zcr the YMNorthern Maria nas; anag,
T750,000 for T=rican Sarca.




Proposal

Propcsal

Increase funding to Puerto Rico and the Territories by
the following amounts: ©Puerto Rico, S18.4 million ; Virgin
Islands, $600,000; Guam, $600,000; Northern Marianas, $200,000;
American Somoa, $400,000. Total approximate increase: $20
million.

Effective Date

October 1, 1983.

Cost
3-Yr.
1984 1985 1986 Total
+ $20 + 20 + 20 + 60

5. Increase Authorization for Maternal and Child Health
Block Grant Program

Current Law

The present authorization level for the Maternal and
Child Hezlth (MCH) Services block grant program is $373 million.

Congress originally appropriated this amount, but has since addegd

(under P.L. 98-8) S105 million in additional appropriations to
increase the availability of essential health services for
disadvantaged children and mothers.

The proposal permanently increases the authorization
level for the MCH block grant program to $455 million by 1986.

Effective Date

Enactment.

Cost

3-Yr.
1984 1285 1986 Total

+ $79 + 80 + 82 + 241

esulting from this proposal are assumed in the
olution.

n
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1. Iliminzticn of Part I Decductible for Certain
Diagnestic Labcratery Tests

Current Law

Present law authorizes the Secretary to negotiazte a
pavment rate with a laboretery that is considered the full charge
fcr diagnostic tests. Payment is made to the laboratecry on the
basis of an assignment at 100 percent of the negotiated rate’
(that 1s, the bensficiary is not charged any coinsurence
amounts). However, cayments made on the basis of the negotiated
rates are subject to the annual part B deductible ($75).
Propesal

D

Tollowing Termi
—

inat
1th Home Heazlth 2gencie

e
)

Zurrant Lew ’
Under current law, if the participation in medicare of a
nome health agency cr =2 hospice is terminated, the Secretary i
recuired to ccntin © nay fcr services previcdad to =
coneficliary until sncG cf tha czlendar yzazr in which tha
tzrmination tco This requirement is only aprliczble o
1 T23 previc plan ¢l care ostablished pricr to thz
inaticn of .
Proposzl
The¢ prooosal weculd chzngs from the cnd cf the czlendar
vear to 20 days after terminaticn, the encing of coveracs for
servicas providad unisr & plan ostablished Trior to the
cermination date of the participation agreement.
Cffsctive Zate
Tzrminzticns issusd on or aftsr Ceotcner 1, 1¢::Z,



Current Law
Present law contazins & number of provisions intended to
assure that institutional service crovided to medicare and
medicaid patients suffering from tuberculosis are not custodial
in nature andé tha* such treatmart can reasonably be expected to
improve the satient's condition or render the cendition
nonccemmunicable,
Prcorposezal
The proposal would repesal such provisions, sin
advances in thez zczive trezatment of tuberculosis meke s
salcguards against paying for custodizl care for tubherculesis
patients unnccsssaryv.  The rrocosal zliso sliminziss the ecial
SICVicder cateccry in oresent law for tuberculcsics heospi s in
the Medicer: znd “edicaid DregraTs.
Cffcctive Dz+e
rrmzcorant.
4. Medicare Recovary Lgainst Certain Third Partiss
Current La:
ne przsent law, the Medicare program may Take
Day Ior services for N other third party |
Cce zrogcrams (e.g., werkmen's cempensation, zuto or |
ty insurance, emnloysr hezlth clans, etc.) are ultimately ‘
for scerz or all of the costs of such services, Houever, ‘
YTInrL w0TI o ncht now ne rioht of subrogotion o |
& DLriy o cleims acs zr liable partics or :o |
GlrocTly from such j
1
Thz oTrex statlisnh the statutory right cf
cdicare o rocow frcm 2 lieble third carty, 1f the |
fici LT € de so, aznd to pay a beneficizry, or
pending recovery where such third
O pay prowdtly. The proposal woulsd alsc
, fecover Zirectily from the third party
€T thg beneficiary brings suit to recover zni
3T T T TUnis T S right of the individuzl or
C:iIZ TC cavment fro ez ird Tarty.
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5. Incirect Pavment of Supplementary Mecical Insurance Eenefits

Current Law

Present law, in general, crohibits payment of
supplementary medical insurance (SMI) benefits to anyone other
than a beneficiary or an entity providing services.
rroposal

The prepesal would permit SMI payments to be pzid to a
nezlth benefits plan whose payment is accepted by the physician
Y cther supplisr as zayment in full.,

Zffective Date

Enaciment.
€. ELliminaticn of Hezlth Insurznce Sensfits Advisory Council
Current Laow
(Secticon 1££7) providses for a 19 member

rts (the Hezlih Denefits Adviscory Council or
the Zecretary to advise on matters of genoral
tc the recdicare nrcgram,

The Council was very active in the early years of the
madicearc prozran whsn rogulations were firse promulgetes., As the
f<deral Covernment geined experience in acministering the
rezlicare program, ths Council's adviscry functions with respect
©C regulaticns fecamz less imzortant. With Passagz 0of thz Sccial
caecurity Amendments of 1972, Public Law ©2-603, the Ccuncil's

thIrity to revicw vigulaticns and recommend CNaNgsSs was
stecifically deleted, and its reole limitsd to acvics on matters
<f "gzneral nclicv." Llso, its nurview was extendzd to include
the mediczid program. However, HIPAC has not been callec upon to
zcvise the Seccretary since late in 1976, and there are currently
o3 members,
Fronosal

Tho nreposal wculd repezl Section 1067,
mOt been active for 2 numbsr of vears.
Dfigzotive Toze
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The propcsal would zsxtend the same disclosure
orotections given JCiE survey infeormation to similar survey
infcrmoticn providad tc thz Secretary by the American Cstecpathic
ftesscciction,

Cffective Date
Enactment.
2. Tlexitle fanciicns for lioncorsliance with foauirements
for Eng Stzce Renal Disecase Facilitiss
Jurrent Leai
nt 1 anc reculztions nrovide for decertificaticn
cgnel dJisezse (ESFD) facilitiseg that arg not in
lance with Mecicare prcgram reguirements.
“repeszl weoulsd azlleow the Zecretary tc znoly
enctions, such as & grzduated reduction of
tc LELND fzciiities, when noncompliancs Jocs no-
ient hezlth cr safety cr justify Jdecertification of
3. tgncenpllance would, in thsse cas:s, deml
acministrative requirezents.
samoncément ma ties
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Uncer oprosent law, the Sccretary has autheority zc rely
on certzin accreciting crganizations in determining whether
nospitals, skilled nursing facilities, home health agencies,
uﬂDL7at0ry surcical centers and hospics programs meet Medicare
requirements.

Propeosal

The propesal would extend the cecretary s authority to
permit him to rely on such organizations in determining whether
rural health clinics, lezboratories, clinics, rehabilitation
agencies, and zublic hezlth agencies meet Medicare reguirements
(and clarify his authority with respect to ambulatory surgical
centers). The standards of an accrediting crganization must be
zt least equivzlent tc those of the Cecretary, and it must have a
satisfactcry record of application of such st:n@a ds.

Effective Date
Enactment.
1¢C. cf Txclusion of Fecr-Frofit Crgznizaticns
Resszarch anc Demcnsiration Crants
Curront Law

Fressnt law limits the zwarding of crant (under
sections 1110 znd 222(b) of the Socisal Security »2ct) for the
conduct of research and dermonstrations o non-profit
crcanizations. However, contracts are cermitted to be awarded :o
both for-profit and non-rrofit organizetions.
fropcesal

The preroszl wculd exitend ths research zand
cermonstration grant guthority to for-ocrofit orcanizations ag well
s non-prefit creoznizations.

Effective Date

Enacimant.

11. Recuirements for !edical Review andg
Inccnencant Profsssicnzl Review
Currznt Law

Cadzy current law, ents fcr

57111235 nursing facilitics rofessionzl
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¢ care Incilitizs {ICTs) under icaid
physicizns, registersé nurses = cther
1 to conduct virtually similar Yinde of
Prcposal
The proposal would make consistent State olan
recuirements for mediczl review and irdeoendent prcfessional
review., Such an amanément would clarify -that there is no
substantizl statutory difference betveen review of these
drganizaziions. Tha nroposzal zlso corrects a technical errcr in
present law to assure the Christian Science sanatoria are
excludecd from the revised medical review/independent crofessional
review reguirements.
Lifective Date
Enzctment.
12, Flexizility in Sectting Rates for Hosoital
Furnished Lonc Term Care
Current Las
rresent law establishes a very specific methedcleogy fer
reimbursement for hospital-furnished long-term care
Freposal
The prorosal weuld =liminzte the specific recuirements
fcr setting pavment rates applicable only to hospital furnished
long-term care services, and onrovide instsad thzt suek ratss meet
Erz szamc gonerel critsriz zpnlicoble to ratss for cther similer |
services zrovided by long term care institutions to medicaid
racipients.,
Tifzctive Tate -
ssue arc Enforce Suknoenas
2 fecretary tc issusz and szek
........... icare to cbtain infcrrmation
, investigztions and other
nc ahuse.
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The propesal would authorize the Secretary to issue and
szzx enforcement of stbpoenas undecr Medicaid to the same extent
that he has euthority under the Medicare program.

Effsective Date

Enactment.

14, Repea

Autheritv For Pavmants to Promote Closing and
S 1 Hespitals

Under present law, the Secretary may meke Medicare and
: nts to cover capital znd incresased operating coste
% the ccnversion or closing of underutilized
ities. The law, which has never been implementead,
number c¢f facilities which may receive these funis
n 50 prior to Janvary 1, 1984,
The propecsel would repeal this authority.
Tifzctive Zate
Lnactment.
15. Eppointment of ané Pey Rate for Administrator of HCZA
Jirrent Law
Under curren:t law, the
financing Administration (HUCER)
Tiivice and is appointad 2y the
Zzrvices.,
Prososal
The propesal would provide for epocintment of the
stratcr of HCF2 by the President, with the advice and
0f the Senate, znd increase the position and pav of the
trator to Level IV of the Executive Schedule.
Zifsctive Datse
~oplies to anoointments to the position made after




12

16, Imclusicorn ¢f Tntitizs Twnod or Zontrollas =vu Indivicdusnisz
Convicted cf Medicears or Medicaid FRelated Crimes
Current Leaw
Present law authorizes the Secretary to deny
perticipation in the Medicare and Mediczié programs by providers
in which a significant interest is held by a person convicted of
nrogream-related criminegl cffenses,

poszal would extend the Secretary's author ity to
=3

h ror-
also exclude frcm participation zny ntity or suprplier of
services 1in which & significant ownership or contr olling interest
is held by & percson ccnvicted of srogrzm related criminal
oifenszs,
Lffzctive Date
Enzcoment.
17. Jucdicial fsview
Current Lav
The 183 crospective payrment lcogislation parmits grouss
of oreviiers fc bring action in the judicizl district in which
the largest numbier of them are lczated. Under pricr law, group
jucicizl zprzzls could only be mafs in the Distric:t of Cclumbia.
The 1823 legislation alsc reguires cer :zin appeals by provicers
' GYe uncer COmmOn ownership or ccntrel to be made as a
enz vore insludst in a2 seciicn of the 19C3
Confcrming hmendmsnts" and were not
fective <atz. Thzrefore, like most of the
ent chances ! Judicizl review
te items =2 furnished by ... 2
th its first ing period that
cker 1, 162

vision effective with court action brought
______ of enactzment of :this prepossd legislation.



% physician must certify to a patient's health neecds and
establish & plan for his care before the patient can qualify for
home hezlth benefits. The Secretary is directed, however, to
Prescribe regulations to cdisgualify physicians from czrrying out
these functions for patients of any agency in which they have a
significznt ownership interecst or = significant financial or
contractuzl relationship. '

The regulations, which were intended to prevent
potential cenflicts of interest, create a serious problem for the
relatively few patients whose physician has an interest in the
only agency in the area. These catlents cannot gualify for heme
nealith benefits unless they switch chysicians.

Frcresal

Permit & physician who has a financial interest in &n
zgency whnich is a sole community provicder to carry out the
certificetion ané plan-of-care functiocns for patients who will

services freom the agancy.

In specifving which ghys
Cirrving cut the certification =zr
patients of o home healih agsency,
inclucde pnysicians who are unc mr
incorporzt=<d asgencies even thouch
in its operation.
Fronosal

Since such phvsicians S¢ not stand to gain eor leose
citancially from referrals to ths scency, it 1s prcocsed that
tney bhe 2 1 the list of Zisquzlified physicians.
Fffective Date for Roth Pronosals

tnactment.

19. Eresguency of Pnysician Certifications of Need for
Intormedizte Care Tzcility (ICF) Care

oo llcsicait law sc T3S a physiclan to certifyv that
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