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MEDI CAI D TRANSFORVATI ON ACT OF 1995
(call ed MEDI GRANT)

HOUSE VERSI ON

On Sept enber 19, 1995, the House Conmerce Conmttee
released the "Committee Print" of the Medicaid
Transformation Act of 1995, The Print wll be
incorporated in the Reconciliation bill to
acconplish whatever programmatic changes are
necessary to nmeet budgetary limtations adopted by
Congress. The final Appropriations bills wll
contain the programmati c changes to correspond with
t he fundi ng reductions. Mark-up began on Septenber
2 0; the House Committee nmeasure was approved on
Sept enber 22, 1995.

* Medi caid entitlenent elim nated,

* Each state nust deterni ne which services wll
be covered, type of provider, and paynent
| evel s;
No requi r ement of "st at ew deness” or

conparability of services;

No requirenent of freedom of <choice of
provi ders;

No limtation on the state's ability to
contract with managed care pl ans;

Medi cal assistance is defined as a |ist of
services simlar to those services specified
under current | aw

Most federal standards for nursing hones woul d
be repealed. States nmust develop their own
standards for protection and enforcenent of

resident rights (notice of rights and
services, privacy /confidentiality, freedom
from abuse) ; and follow sone guidelines in
devel opi ng standards regarding quality
assurance, resident assessnment procedures,

staff qualifications, and operational policies
and procedures;

States are given alnost total flexibility in
all aspects of the program
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States are required to fund a set-aside for
people with disabilities under age 65. Set -
aside funding is set at 85% of the average
percentage of the state's Medicaid spending in
earlier years for nmandatory services for this

popul ati on. No required services are
speci fi ed.

Long termcare services (I CF/ MR and wai ver);

speech, occupational, physical, and other
t her api es; prescription drugs; case
managenent; clinic and rehabilitation services
are not mandatory services. Consequent |y,

Medi caid spending for these services in
previ ous years could not be used to establish
t he 85% set-aside funding level. WMandatory
services i ncl ude physi ci an costs,
hospi tali zation, and EPSDT;

States are allowed to establish a set-aside
percentage below the 85% mnimumif the state
determnes and certifies that the health care
needs of that population are | ower;

States are pernmitted to inpose pren uns, CcoO-
paynents, co-insurance or deducti bl es based on
a fee schedule. Each state would develop its
own fee schedul e;

States are permtted to decide the types and
amounts of assets that can be kept by the
spouse of a nursing home resident;

A "Medigrant” Task Force is established;
nenbers will be appointed by the National
Governor's Association. An Advisory Goup of
el even individuals will assist the Task Force
with one individual representing each of the
fol I ow ng:

Nati onal Conmttee for Quality Assurance
Joint Comm ssion for the Accreditati on of
Health Care Organi zati ons Group Health
Associ ation of Anerica American Managed Care
and Revi ew Associ ati on Associ ation of State
and Territorial Health .
O ficers American Medi ca
Associ ati on
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Ameri can Hospital Association

Aneri can Col | ege of Gerontol ogy

Anerican Health Care Associ ation

"an association representing the interest of
di sabl ed i ndividual s and an organi zati on
representing the interests of children;”

Federal funding for FFY 1996 woul d be based on
expenditures for FFY 1994 with an increase for
inflation that is |limted to 2% 4% until the
year 2002. Allocations will not be decided
until Novenber or Decenber.

SENATE VERSI ON

The Senate Finance Conmttee began mark-up of its
Medi caid proposal on Septenber 26, 1995. The
Conmttee plans to end Medicaid s federal guarantee
of basic health insurance for the poor. Program
expendi tures woul d be reduced by $182 billion over
t he next seven years.

The Senate Finance Conmttee seens nore willing to
I npose restrictions on the states. The House
Commerce Conmmittee would give the states greater
di scretion and alnost total flexibility in all
aspects of the program

Each state would receive a block grant for health
care costs. Block grants would total $773 billion
over seven years, 19% |l ess than Federal WMedicaid
spendi ng under current |aw,

States are permtted to spend |less of their own
noney than is now required in order to receive a
gi ven amount of Federal Medicaid funds;

Slightly higher gromth rates proposed than under
t he House plan. However, all states would stil
fall bel ow spending |evels projected under current
law;, 2 7 states would get nore npney under the
proposed Senate plan than under the proposed House
pl an;

Current federal restrictions to prevent spouses of
nursi ng hone residents from becom ng i npoveri shed
by nursing home costs are retained;
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Most federal standards for nursing homes woul d be
repeal ed;

One percent of the federal grant nust be used for
| ocal health centers. The House plan rejected a
simlar set-aside provision.
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Possible Federal MA Budget Cuts for Minnesota
From the latest Congressional Budget resolution

(Dollars in Thousands)

% Growth Federal Cuts % MA Cut

Allowed $$

FFY 1995

FFY 199k 7.2 (66,110) -3.88%
FFY 1997 6.8 (82,419) -4.50%
FFY199B 4.0 (221,447) -10.85%
FFY 1999? 4.0 (361,069) -16.02%
FFY 2000 4.0 (509,937) -20.57%
FFY200l 4.0 (668,555) -24.62%
FFY 2002 4.0 (824,024) -27.90%
Seven Year Total (2,733,560) -17.10%

M nnesota House of Representatives
M ni - Sessi on - Park Rapi ds Septenber
20, 1995
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PROPOSED CHANGES | N MEDI CARE

HOUSE VERSI ON

Reduce spending by $270 billion, or 14% over the next
seven years. According to the Congressional Budget
Ofice, only $30.8 billion in savings would cone from
greater use of HM>s and ot her types of managed care. The
bal ance of savings would cone fromincreased pren uns,
and limted paynents to doctors and hospitals;

SENATE VERSI ON

* Geater use of HMO 's and other forms of managed care
woul d result in a savings of $47.5 billion over the next
seven years;

* Eligibility age gradually raised fromthe current age of
65 to age 67 by 2027. This change corresponds with the
proposed increased eligibility age for Social Security;

* The premium for Part B Medi care (optional coverage for
doctor bills) would hold at 31.5% of the program cost;
t he bal ance of program costs woul d be paid by general tax
revenues. The nonthly prem umfor FFY 1995 was $46. 10;
i ncreases are projected at $54/ nonth for FFY 1996 and
woul d reach $92/nonth in 2002. A prem um subsi dy woul d
be phased out for wealthier individuals;

* The annual deductible would increase to $150 i n FFY 1996,
and then increase by $10 annual |y through 2002;

* Money raised by increased prem uns and deducti bl es
woul d be deposited in Medicare's Hospital |nsurance
Trust Fund which pays hospital bills for Medicare
benefici ari es;

* Beneficiaries could remain in the fee-for-service
Medi care program or choose ot her options including HVOs,
medi cal savings accounts wth a high-deductible
cat astrophic policy, health insurance policies offered by
organi zations or unions, or go outside of their selected
networ k and pay hi gher costs;

* "Medi care Choice" option plans would be available to

beneficiaries; i nsurers would have to neet federal
requi renments:
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- Cover anyone eligible for Medicare Part A and enrolled
in Medicare Part B

- Cover sane items and same services as traditiona
Medi car e;

- Cover anyone who wanted to enroll for as long as they
wanted to remain enrolled as long as bills were paid,;

- Annual open enrol |l nent period;

- Provide clear explanations about all plan options,
i ncluding prices, services, co-paynents, deductibles, and
ot her restrictions;

- Qutline quality assurance strategies;

- Provide limted coverage for a Medi care beneficiary who
has a pre-existing condition and chooses anot her pl an;

Denonstrate that insurers have the capacity to
adequately serve the nunber of beneficiaries they expect
to enroll

- Devel op procedures for beneficiaries to use regarding
di ssatisfaction with coverage or health care plan
deci si ons;

Medi care provi der changes include reductions in inpatient
and out patient hospital paynents, reductions in hospital
and nursing honme capital costs, and paynent fornula
recal cul ati ons;

The freeze on annual inflation updates for routine
nur si ng hone service costs would continue for FFY 1996.
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