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THE WHITE HOUSE ACTION 

WASHINGTON 
Last Day: July 12 

July 1, 1975 

MEMORANDUM FOR THE PRESIDENT 

FROM: JIM CANNON~~ 
SUBJECT: Enrolle~i~H.R. 8109- Protection 

of Medica1d Eligibility; Exemption 
of Puerto Rico, Guam and the Virgin 
Islands from Certain Medicaid Requirements 

Attached for your consideration is H.R. 8109, sponsored by 
Representative Rogers, which: 

Continues the eligibility of certain social security 
recipients for Medicaid benefits; and 

Extends the exemption of Puerto Rico, Guam and the 
Virgin Islands from the "freedom of choice" requirement 
in Medicaid law, which allows Medicaid patients to 
choose their own physician or hospital. 

Additional information is provided in OMB's enrolled bill 
report at Tab A. 

OMB recommends that you sign the enrolled bill today, July 
1. Max Friedersdorf, Phil Buchen (Lazarus) and I concur. 

RECOMMENDATION 

That you sign H.R. 8109 at Tab B. 

' 
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Digitized from Box 27 of the White House Records Office Legislation Case Files at the Gerald R. Ford Presidential Library



EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

July 1, 1975 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Bill H.R. 8109 - Protection of Medicaid 
eligibility; exemption of Puerto Rico, Guam, 
Virgin Islands from certain Medicaid requirements 

Sponsor - Rep. Rogers (D) Florida 

Last Day for Action 

Recommend action on July 1, 1975 to prevent uncertainty 
about Medicaid eligibility, as explained below. 

Purpose 

Continues the eligibility of certain social security 
recipients for Medicaid benefits and extends the 
exemption of Puerto Rico, Guam and the Virgin Islands 
from Medicaid 11 freedom of choice" requirements with 
respect to health care providers. 

Agency Recommendations 

Office of Management and Budget 

Department of Health, Education, 
and Welfare 

Discussion 

Approval 

Approval 

H.R. 8109 would make permanent two prov1s1ons of title 
XIX of the Social Security Act (Medicaid) scheduled for 
expiration on June 30, .1975 under present law. These 
provisions: 

-- disregard in income determinations for purposes 
of Medicaid eligibility the 20 percent Social Security 
increase provided in 1972; and 
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waive for Puerto Rico, Guam and the Virgin 
Islands the "freedom of choice" requirement in Medicaid 
law, which allows Medicaid patients to choose their 
own physician or hospitals. 

H.R. 8109 was introduced on June 20, 1975 and was rushed 
through both Houses of Congress just prior to the July 4 
recess. While there was no opportunity for the Adminis
tration to present formal views on the bill, HEW indicated 
informally to Congress that it opposed the income dis
regard provision (Section 1) • 

Medicaid Eligibility Provision. In 1972, when Congress 
enacted legislation providing for a 20 percent increase 
in social security benefits, it included a temporary 
two-year disregard of that increase in determining 
Medicaid eligibility. The provision was later extended 
to June 30, ·1975. H.R. 8109 would make that income 
disregard permanent. The House Committee report estimates 
that "less than 50,000" indigent persons currently receiving 
medical care under title XIX would no longer be eligible 
for such care--unless the States take other corrective 
action--if the temporary provision is allowed to expire. 
HEW believes enactment of this provision of H.R. 8109 
would result in additional Federal costs of between $25 
and $50 million in 1976. 

"Freedom of Choice" Exemption. Under current law, Puerto 
Rico, Guam and the Virgin Islands are exempted until 
July 1, 1975 from a requirement in title XIX of the Social 
Security Act authorizing persons eligible for Medicaid 
assistance to choose the hospital and physician from 
which to receive medical services. 

The exemption was included in a 1967 law primarily because 
of the extensive public health care systems in these 
areas and the significantly higher costs in Puerto Rico 
of private as compared with public hospital and physician 
services. At present, most medically indigent patients 
in Puerto Rico are treated through the Commonwealth's 
public health care system. Present law requires the three 
jurisdictions to comply with the freedom of choice pro
vision as of July 1, .19 7 5 or risk losing Federal Medicaid 
funds for their Medicaid programs. 

The provision of the enrolled bill exempting Puerto Rico, 
Guam, and the Virgin Islands from freedom of choice 
requirements is not controversial. The following arguments 
for and against approval are addressed solely to the 
income disregard provision in H.R. 8109. 



3. 

Arguments for Approval 

-- The provision would assure Medicaid eligibility 
for an estimated 50,000 needy older persons. Otherwise, 
some of these persons would have to "spend-down" the 
amount of the 1972 social security increase to maintain 
eligibility. Other persons would lose eligibility--
if States do not choose to act--because they live in 
the 23 States that have no "spend-down" provision. 

-- Although treating the 1972 social security 
increase differently from other types of income is 
inequitable, .similar inequities already exist in other 
areas, e.g. certain wage income is disregarded in 
determining eligibility for other public assistance 
programs. 

Arguments Against Approval 

-- The provision is inequitable in treating one 
group of persons differently from others in determining 
Medicaid eligibility and in singling out only the 1972 
social security increases for special treatment. As a 
result, it creates situations where persons in the same 
economic circumstances have different eligibility 
determinations based merely on source--rather than amount-
of income. 

-- Approval of a permanent 11 grandfather" clause for 
the 20 percent increase would create an undesirable 
precedent for legislation to disregard future social 
security increases in determining· Medicaid eligibility. 
Moreover, recipients need not lose eligibility since 
States may adjust Medicaid standards at their discretion 
to continue to provide eligibility to persons affected 
by the social security increase and other persons in 
similar circumstances. 

The legislation would increase outlays by 
between $25 and $50 million, whereas the Administration's 
Medicaid cost-savings proposals would decrease Federal 
outlays by an estimated $636 million and could result 
in States taking steps to reduce eligibility for benefits. 

Recommendations 

HEW, in its views letter, .concludes that its objections 
to Section 1 of the bill do not justify a veto. The 
Department has no objection to Section 2, the "freedom 



of choice" waiver provision, and, accordingly, 
recommends that H.R. 8109 be signed into law. 

We believe that the income disregard provision of 

4 

H.R. 8109 is undesirable on the merits and on budgetary 
grounds, as described above.· We concur with HEW, however, 

·that it is not so seriously objectionable as to warrant 
disapproval, particularly in light of the group affected. 
In view of the June 30, 1975 expiration date, we 
recommend that you sign H.R. 8109 on July 1, 1975 in 
order to remove any uncertainty with respect to Medicaid 
coverage for this group. 

Enclosures 

' 



EXECUTIVE OFFICE OF. THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON. D.C. 20503 

J U L 1-1975 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Bill H.R. 8109 - Protection of Medicaid 
eligibility; exemption of Puerto Rico, Guam, 
Virgin Islands from certain Medicaid requirements 

Sponsor - Rep. Rogers (DJ Florida 

Last Day for Action 

Recommend.action on July 1, 1975 to prevent uncertainty 
about Medicaid eligibility, as explained below. 

Purpose · 

Continues the eligibility of certain social security 
recipients for Medicaid benefits and extends the 
exemption of Puer.to Rico, Guam and the Virgin Is lands 
from Medicaid "freedom of choice 11 requirements with 
respect to health care providers. 

Agency Recommendations 

Office of Management and Budget 

Department of Health, Education, 
and Welfare 

Discussion 

Approval 

Approval 

H.R. 8109 would make permanent two prov1s1ons of title 
XIX of the Social Security Act (Hedicaid) scheduled for 
expiration on June 30, 1975 under present law. These 
provisions: 

-- disregard in income determinations for purposes 
of Medicaid eligibility the 20 percent Social Security 
increase provided in 1972; and 
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waive for Puerto Rico, Guam and the Virgin 
Islands the "freedom of choice" requirement in Medicaid 
law, .which allows Medicaid patients to choose their 
o-vm physician or hospitals. 

H.R. 8109 was introduced on June 20, 1975 and was rushed 
through both Houses of Congress just prior to the July 4 
recess. While there was no opportunity for the Adminis
tration to present formal views on the bill, HEW indicated 
informally to Congress that it opposed the income dis
regard provision (Section 1). 

Medicaid Eligibility Provision. In 1972,. when Congress 
enacted legislation providing for a 20 percent increase 
in social security benefits, it included a temporary 
t-vm-year disregard of that increase in determining 
Medicaid eligibility. The provision was later extended 
to June 30, · .1975. H.R. 8109 would make that income 
disregard permanent. The House Committee report estimates 
that "less than 50,000" indigent persons currently receiving 
medical care under title XIX would no longer be eligible · 
for such care--unless the States take other corrective 
action--if the temporary provision is allowed to expire. 
HEW believes enactment of this provision of H.R. 8109 
'I.Wuld result in additional Federal costs of between $25 
and $50 million in 1976. 

11 Freedom of Choice" Exemption. Under current law, .Puerto 
Rico, Guam and the Virgin Islands are exempted until 
July 1, 1975 from a requirement in title XIX of the Social 
Security Act authorizing persons eligible for Medicaid 
assistance to choose the hospital and physician from 
v1hich to receive medical services. 

The exemption was included in a 1967 law primarily because 
of the extensive public health care systems in these 
areas and the significantly higher costs in Puerto Rico 
of private as compared with public hospital and physician 
services. At present, most medically indigent patients 
in Puerto Rico are treated through the Commonwealth's 
public health care system. Present law requires the three 
jurisdictions to comply with the freedom of choice pro
·..;'ision as of July 1, 1975 or risk losing Federal Medicaid 
funds for their Medicaid programs. 

The provision of the enrolled bill exempting Puerto Rico, 
Cuam, and the Virgin Islands from freedom of choice 
requirements is not controversial. The following arguments 
for and against approval are addressed solely to the 
income disregard provision. in H.R. 8109. 

' 
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Arguments for Approval 

-- The provision would assure Medicaid eligibility 
for an estimated 50,000 needy older persons. Otherwise, 
some of these persons would have to "spend-down" the 
amount of the 1972 social security increase to maintain 
eligibility. Other persons would lose eligibility--
if States do not choose to act--because they live in 
the 23 States that have no "spend-down 11 provision. 

-- Although treating the 1972 social security 
increase differently from other. types of income is 
inequitable, similar inequities already exist in other 
areas, e.g. certain wage income is disregarded in 
determining eligibility for other public assistance 
programs. 

Arguments Against Approval 

-- The provision is inequitable in treating one 
group of persons differently from others in determining 

·Medicaid eligibility and in singling out only the 1972 
social security increases for special treatment. As a 
result, it creates situations where persons in the same 
economic circumstances have different eligibility 
determinations based merely on source--rather than amount-
of income. 

-- Approval of a permanent "grandfather" clause for 
the 20 percent increase would create an undesirable 
precedent for legislation to disregard future social 
security increases in determining Medicaid eligibility. 
Moreover, recipients need not lose eligibility since 
States may adjust Medicaid standards at their discretion 
to continue to provide eligibility to persons affected 
by the social security increase and other persons in 
similar circumstances. 

The legislation would increase outlays by 
beh;een $25 and $50 million, whereas the Administration's 
Medicaid cost-savings proposals would decrease Federal 
outlays by an estimated $636 million and could result 
in States taking steps to reduce eligibility for benefits. 

Recommendations 

HEW, in its views letter, concludes that its objections 
to Section 1 of the bill do not justify a veto. The 
Department has no objection to .Section 2, the "freedom 

' 
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of choice" waiver provision, and, accordingly, 
recommends that H.R. 8109 be signed into law. 

We believe that the income disregard prov1s1on of 

: 4. 

H.R. 8109 is undesirable on the merits and on budgetary 
grounds, as described above. We concur with HEW, however, 
that it is not so seriously objectionable as to warrant 
disapproval, particularly in light of the group affected. 
In view of the June 30, 1975 expiration date, we 
recommend that you sign H.R. 8109 on July 1, 1975 in 
order to remove any uncertainty with respect to Medicaid 
coverage for this. group. 

Enclosures 

, 



THE WHITE HOUSE 

ACTION MEMORANDUM WASHINGTOl\1. LOG NO.: 

Date: Jd9 1, 1975 

FOR ACTION: Art Quern~ 
Max Friedersdorf 
Ken Lazarus 
~t j)P(e tf 

FROM THE STAFF SECRETARY 

DUE: Date: July 1 

SUBJECT: 

Time: 1200noon 

cc (for information) : 

Time: 

Jim Cavanaugh 
Jack Marsh 

430pm 

H.R. 8109 - Protection of Medicaid E1igibilttyJ 
exemption of Puerto Rico, Guam, Virgin Islands from 
Certain Medicaid requirements. 

ACTION REQUESTED: 

-- For NecesSC1ry Action 

-- Prepare Agenda and Brief 

X 
-- For Your Comments 

REMARKS: 

OMB recommends signature today. 

~For Your Recommendations 

--Draft Reply 

--Draft Rema.rb 

Please return to Judy Johnston, Ground Floor West Wing 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you have any questions or if you anticipate a 

delay in submitting the required material, plea.ae 
telephone the Staff Secretary imlJ;lf)diatelY. 

K. R COLE, JR. 
For the President 

, 
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I : July 1, 1975 

FC 
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Art Quern -v--
Max Friedersdorf 
Ken Lazarus 

July 1 

'I 

, r <., 

) . ... LOG NO.£ 

• Ti~ .· : 1200noon 

cc ( a 

. :. 

Jim Cavanaugh 
Jack Marsh 

430pm 
7 c 

H.R. 8109 - Protection of Medicaid Eligibilityi· 
exemption of Puerto Rico, Guam, Virgin Islands from 
Certain Medicaid requirements. 

,. . ON .. EO :::i':' _,J..) : 

-- Fox c·.... · y J: Hon 
X 

'c.. "'our n mdaHons 

Prepar • _ enda and Brie£ __ n Reply 

X 
For Your Comm ,ts -- - Dr ' Rema" cs 

RFi¥ ARKS: 

OMB recommends signature today. 

Please return to Judy Johnston, Ground Floor West \Hng 

Quern - recommend approval. 

PLEASE ATTACH THIS COPY TO IVIATERIAL SUBMITTED. 

r. 'ha a l.: ' ' ( 

- ... . , 

' 
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1~0 ~· 110 h hi!' . ' 

Dat : July 1, 1975 • Ti! : 1200noon 

.t R N 0 Art Quern 
Max FriedersdorfJI/ /... c ( 
Ken Lazarus C) r 

FRO II EST . F .Y 

, JE: July 1 Tir 

Jim Cavanaugh 
Jack Marsh 

430pm 
--------- ----------------------------------------------

T. jEC 

H.R. 8109 - Protection of Medicaid Eligibility;· 
exemption of Puerto Rico, Guam, Virgin Islands from 
Certain Medicaid requirements. 

ACTI... ~EQUESTE : 

For Necessary ction _x _ For 'four Recommendations 

Prepare Ag 1da and Brie£ --Draft Reply 

X 
For Your Comments _ - Draft Remarks 

REMARKS: 

OMB recommends signature today. 

Please return to Judy Johnston, Ground Floor West Wing 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

F yo an \.• -l . c 
.1 . . . 
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FJh Jim Hir.chlaa.t'), HEW 
~ Ra. 5109-N Ph 245-1746 

ftis is -tD ~nq • Ita". l'.fef~& request: ~'Jrme 30~- 1915~ 
~~ a apOrt. oft· Jf.. ._ 8109, an enrolled tiUI •1'o -amend: 

- ~t.la ·xu ~ tiae SOCial Stte"Ui:ty Act o extend ~} 
~-.,ataat·t;~~e· loes of Medicaid ba'Q' ...... _of- th~ 
un i.ilcreue in .ocial security betsefi~#. QjO.::"to extend 
U. MniiJFtion·of PQerto Rico, Gwaa1-and t.IJ!Jl')vi~in slands
froa cez:t;aib ~b relatin.q to' choice of provider t,. 

!be f~ Mctioa ~~ tbe bill ae&ls Vitb ~; treat:men:t of 
_ ~ ~--~ in old ~i S-urvivors' and disabi1i.ty 
-iMU¥1-- lWtDeftta a 'er title I:t of -'te Social Security 
~ ia U. ~ti® of Medicaid eliqibility ~e:r 
state pl.,. qprouttCf _lllifSer title. XIX of the Act.. part-
. · - ~cally-~- j)r09ram, eli9ibili.ty 

~ -fOE; ~~ a State -Medicaid plan is, in ~nera1~ 
U-eirl • Gigj.bi1ity mv~tt· one of the- Social Security ct: ~ s 
cUb: a&~tiatance prograas. Prior to implementation of the 
~--t:a:l ACUity ~c•e: progra1l. aay- i~~t .. l ':i 
~~ash assistaaee mlCleJ: tiUe 1., IV-A, X, XIV, o.r 
XU- of ---- Act V&S eli9-1ble-tor Medicaid. Section 2:49E. of; 
-tile aao~- _- Seoari.ty AMndm D'U df 1912 ~~:-:that any 
J.Da.i,Y!Ml wo. was both eliqible tor -or recei vinq cash 
us'l~ uDder coe ofo tboae ti.f.les and entitled to OASDt 
~ -~ ti~ n ~or ~t 1972 should be deemed 
al.igl.l:th for· S1JCh c.uh usts-taAce for • purpose of 
4abtlit1Jli'ft9 Ke4ic&i4 eliqibil.i:ey dQ:r,_inq the period 
~ 1972 ~ Sept.e.ber 197t ~."'~i.ndividWil 
ttoGltt _.. been aligible for sueb cub assistance bad he 
.A® ~Wid ~ 1972 -iAGreaae ih OASDI ·~:fiqo<i~~' The 
purpg• ot· thi• d~ -was t;o prevent individuals who
tiN» -eU9tbl.e for_ Metie&1d prior to the 19i2 increase in 
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n _ou.tnt-~fib -~ los.illq- that eligibility because the 
~ -_.. ~ ~qihi"e 'for cash assistance.., 
•'*~-- au o! Public Law 9l-66=extended the period fo 
~~of~~--- ti•~ard throuqh ~ 1975. Section 1 
~·tie ~l~~bi11 would make i.t ~entt - Enact:Eent 
~--~- Federal eoets for the Medicai-d program by -l:iie:W•• f25 · Jdll_~OD aDd $50 ailllon.· in :fi.-cal year 1;976 .. 

. . 
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DEPARTMENT OF HEALTH, EDUCATION. AND WELFARE 

Honorable James T. Lynn 
Director, Office of Management 

and Budget 
Washington, D. C. 20503 

Dear Mr. Lynn: 

JUL 11975 

This is in response to your request for a report on 
H.R. 8109, an enrolled bill "To amend title XIX of the 
Social Security Act to extend the protection against 
the loss of Medicaid because of the 1972 increase in 
social security benefits, and to extend the exemption of 
Puerto Rico, Guam, and the Virgin Islands from certain 
requirements relating to choice of provider." 

The first section of the bill deals with the treatment of 
the 1972 increase in old age, survivors' and disability 
insurance benefits under title II of the Social Security 
Act in the determination of Medicaid eligibility under 
State plans approved under title XIX of the Act. Apart 
from the optional medically-needy program, eligibility 
for assistance under a State Medicaid plan is, in general, 
tied to eligibility under one of the Social Security Act's 
cash assistance programs. Prior to implementation of the 
supplemental security income program, any individual 
receiving cash assistance under title I, IV-A, X, XIV, or 
XVI of the Act was eligible for Medicaid. Section 249E of 
the Social Security Amendments of 1972 provided that any 
individual who was both eligible for or receiving cash 
assistance under one of those titles and entitled to OASDI 
benefits under title II for August 1972 should be deemed 
eligible for such cash assistance for the purpose of 
determining Medicaid eligibility during the period 
September 1972 through September 1974 if the individual 
would have been eligible for such cash assistance had he 
not received the 1972 increase in OASDI benefits. The 
purpose of this disregard was to prevent individuals who 
were eligible for Medicaid prior to the 1972 increase in 

' 



Honorable James T. Lynn 

OASDI benefits from losing that eligibility because the 
increase made them ineligible for cash assistance. 

2 

Section 233 of Public Law 93-66 extended the period for 
application of the disregard through June 1975. Section 1 
of the enrolled bill would make it permanent. Enactment 
would increase Federal costs for the Medicaid program by 
between $25 million and $50 million in fiscal year 1976. 

The disregard which the bill would enact into permanent law 
is inequitable because it grants a particular group of 
individuals rights under the Medicaid program that are not 
available to other similarly situated individuals. In 
particular, it preserves Medicaid eligibility for certain 
individuals who were on the OASDI and cash assistance 
rolls in August of 1972 while denying it to individuals 
with the same income from the same sources who did not 
become eligible for OASDI benefits or cash assistance 
until a later date. The Department has consistently 
opposed provisions of law granting this sort of inequitable 
preferential treatment to selected groups. 

At the same time, it must be recognized that the disregard 
is an attempt to respond to a small but highly visible 
part of the general problem created by tying Medicaid 
eligiblity to eligibility for cash assistance and thus 
denying Medicaid assistance to other individuals at the same 
income level whose income comes from other sources, such 
as the OASDI program. While we believe that this general 
problem can be properly dealt with only as part of a 
comprehensive national health insurance program, there will 
continue to be wide support for piecemeal solutions, 
particularly the extension of existing provisions of law, 
until a national health insurance program is enacted. This 
support was evidenced by the lack of any substantial 
opposition to the enrolled bill when it was before the 
Congress. 

In light of this circumstance and the relatively low cost 
involved, the Department has reluctantly concluded that 
our objections to section 1 of the bill are not sufficient 
to justify returning it to the Congress without the 
President's approval. 



Honorable James T. Lynn 3 

Section 2 of the bill deals with the application of the 
so-called freedom-of-choice requirement for State Medicaid 
plans to the Commonwealth of Puerto Rico, the Virgin Islands, 
and Guam. Under title XIX of the Social Security Act, a 
State Medicaid plan must provide that eligible individuals 
will have the right to select from among qualified health 
care providers the one from whom they wish to receive 
services. In 1967 Congress exempted the Commonwealth of 
Puerto Rico, the Virgin Islands, and Guam from this 
requirement in recognition of the special characteristics 
of the health care delivery systems in those jurisdictions 
and especially the extensive use of public health care 
systems by most individuals. The current exemption expired 
on June 30 of this year. Section 2 of the bill would make the 
exemption permanent. The Department has no objection to 
this provision of the bill. Its enactment would not increase 
Federal costs for the Medicaid program. 

Because the Department has concluded that our objections 
to section 1 of the bill does not justify a veto of it, and 
because we have no objection to section 2, we recommend 
that H.R. 8109 be signed into law. 

Sincerely, 

Secretary 

' 
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.'.C: i . IE~iO NDl 

ra~: July 1, 1975 

FOR CTIO:K: Art Quern 
Max Friedersdorf 
Ken Lazarus t..--

FROl' •,~. E S'I 

DU : Do. July 1 
------· 

.::,TJ. 

II' . l LOG NO.: 

• Tin 1200noon 

cc (for ;n L aHon): Jim Cavanaugh 
Jack Marsh 

1'1 .... 430pm 
-------

H.R. 8109 - Protection of Medicaid Eligibility; 
exemption of Puerto Rico, Guam, Virgin Islands from 
Certain Medicaid requirements. 

- - For r cces y 6icHon x Fo Your ecommenda.tions 

Prepare Ag~nda. a.nd Brie£ -- - DraH ·ply 

X 
For Your Comments - - Dra£. emarks 

REIYil RKS: 

OMB recommends signature today. 

Recommend approval. -- Ken Lazarus 7 I 1/75 

Please return to Judy Johnston, Ground Floor West Wing 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMI'fTED. 

r.. :> av'! an t u 
,.. .,. .. .,. .\..-: -~ .. 
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94'rH CoNGRESS } HOUSE OF REPRESENTATIVES { REPORT 
1st Session No. 94-327 

' ', 

TWO TECHNICAL MEDICAID AMENDMENTS 

. JuNE 25, 1975.-0ommitted to the Committee of the Whole House on the 

State of the Union and ordered to be printed 

Mr. STAGGERS, from the Committee on Interstate and Foreign 
. Commerce, submitted the following 

REPORT 
[To accompany H.R. 8100} 

. . . 

The Committee' on Interstate and Foreign Commerce, to whom was 
referred the bill (H.R. 8109) to amend title XIX of the Social Security 
Act tq. extend the;~ _protection against the loss of medicaid because of the 
1972 increase in Social Secunty benefits, and to extend the exemption 
of Puerto Rico, Guam, and the Virgin Islands from certain require
ments relating to choice of provider, having considered the same, report 
fa yorably thereon without amendment and recommend that the bill 
do-pass. 

SuMMARY 

The amendment makes permanent two minor provisions of current 
Medicaid law due to expire on .Tune 30,1975, which: 
. (1) protect the Medicaid eligibility of people who were eligible for 
cash assistance and Medicaid in August, 1972, but who would have lost 
that eligibility because o:f the increase in their income when the 1972 
twenty percent increase in Social Security benefits went into effect; and 

(2) exempt Puerto Rico, Guam and the Virgin Islands from the 
general Medicaid provision that requires freedom-of-choice of the 
prohd~r of service. 

BACKGROUND 

The Committee reported the bill by unanimous voice vote without a 
formal hearing because of the urgency of extension of the provisions 
-ih order to aSsure the protection o£ Medicaid eligibility for thousands 
&f aged, bJ.ind and disahled persons, and because of the noncontrover
'sial nature of the amendments. 

There has been no Senate considera,tion o:f similar legislation to 
~ate, 1,1lthough thereare no known objections to it. 
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·CosT OF LEGISI..A'l'IOX 

The Deparhnent has not provided official estim~tes of th~ co~t Qf the 
provision to extend th~ d~sreg~r~ ?~ the 1972 SoCial Security merease 
for purposes of MediCaid ehgibihty or of the number of peop~e 
affected. The Conunittee estimates that less than 50,000 persons still 
benefit :from. the disregard provision (it applies only to persons who 
\vere eli!!ible for cash assistance in August, 1972), and that cost to the 
Federal ~">government is less than $20 million. It is important to note 
that this ''cost" is money that is already spent under current law but 
which would become a savings if the disregard expired and the persons 
affected lost their Medicaid coverage. . . 

There is no additional Federal cost resulting from the proviSIOn to 
exempt Guam, Puerto Rico, and the Virgin Islands from the fr~edom
of-choice requirement. "Without the proposed amendment making the 
exemption permanent, Puerto Rico estimates increased costs to the 
Commonwealth of at least $70 million. 

HisTORY AND NE1m l!'OR 1'HE LEGISI..ATIOX 

DISRJ!:GARD OF SOCIAL SEOlJRITY INCREASE 

Eligibility for l\1edicaid is generally tied to eligibility for cash 
assistance. Until 1974, any person who received cash assistance under 
Titles I X. XIV, or XVI of the Social Security Act was automatically 
eligible' for Medicaid. Loss of cash assistance eligibility means com· 
pleteloss.of Medicaid eligibility in 23 States, and· a loss of some cov
erage or services in most other. States as well. · 

In September, 1972, a twenty percent increase in Social Security 
benefits went into effect. This resulted in an increase in income for many 
persons on cash assistance who were also Social Security beneficiaries. 
Across the countrv. some 180.000 people stood to lose their eligibility 
for cash assistance· and Medicaid because the few dollars increase in 
their monthy Social Security check would put them above the income 
level allowed for cash assistance eligibility. If this had been allowed 
to happen, the increase would have resulted in their being consider
ably worse off than they were before the benefits increase because of 
the loss of. Medicaid coverage. To protect against this, P.L. 92-603 
provided that the Social Security increase should be disregarded in 
determining Medicaid eligibility. The disregard applies (1) only for 
purposes of Medicaid. (2) only for people \Yho were eligible for cash 
assistance and Medicaid and who also received Social Security in 
August, 1972, and (3) only with regard to the 1972 Social Security 
Increase enacted in P .L. 92-336. ·. . . · 

'fhe original provision stipulated that the increase would not be 
taken h1to aocount in cletermming Medicaid eligibility until Octobe~:, 
197 4. P.L. 93-66 extended the exemption until J tme 30, 19'if'i. The pro
posed ~mendment would extend the disregard of the 1972 increase 
mdefimtely. . . . , · . . . 

It should be stressed that this provision <}.0es not lu:J,ve any ~ffect on 
the upcoming eight percent Social Securitl increase that people .will 
receive in July or on its impact on eligibi ity for cash assistance or 
Medicaid. 

~ 
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EX:ElMPTtON. ·FROM l!'REEDOM -OF-CHOlCE REQUIREMENT 

·'.TheMedi~aid. program ?onttr:ins a req~irein. ent that recipients must 
be a!lowed ~reed om of choice of the provider from whom they wish to 
receive ser:1ce,/rovided · ofcou:rse that the provider meets the stand
ardsiestabhshe by the program and agrees to accept Medicaid reim
b~.rsement as full paY:men~; Fr:om the begii.ming {)I the Me_dicaid.pr?~ 
gram, however~ the srtuatlon m Puerto RICo, Guam, and the Vrrgm 
Islands l~as made application o. f. t. hi.s requirenient in.appropr.iate. Con
sequent!J the Cong!es~ e~a~ted m 1967, and successrvely .extended, an 
ex~mp. t10~1 o! tl!es~ ]Ul'lSdiC~IOns from the. freedqm-?f-choiCe provisjon. 

T~ese ]llrlSdiCtiODS had Ill placebefore l\1ed1Caid a well~developed 
pubhc. health .Gare system, used by most of the populatio:Q, which it 
w~ felt was1mporta~t to Pt:eserve. Further, Me.dicaid covex·age :Wfl:S 
extended t? ~ubst~ntr~l portions o~ the populatwn, r!1any of ~vhom 
were not eligible for E ederal matchm..,., but who were mcluded m the 
program because o£ ~heir medica} indig~nce. Curreri~ly some 2.3 m!lli~n 
people are cov~J'?d m Puerto Rwo, for ~xample, with nearly. I million 
I?,ersons not ehg'lble :for Federal matchmg and paid for in full with 
Commonwealth funds . 
. 4dditionally, ~ylaw the amount of the Federal contribution is 
lpmt~d. to~ max:Im2!m .amountr:-$30 million per. ;rear in Puerto Rico, 
$1 million m the V 1rgm Islands, ancl $900.000 m Guam. In the case 
of Puerto Ri~o, this amoun.t i~ S?mewhat less. than 50 percent of their 
~~osts for servwes to persons ehg1ble for Federal matching, and in fact 
IS le~ th.an _lj3 ?t the amount they spend on Medieaid.over-all. Because 
of tlus hm1tatwn on .Fe.deral funds, und the lar·ge eli.gible population 
to b~ se~n~d, Puerto Rieo has stretched their. coverage lJy limitino
apphcatwn .of t~e freedom.-of-choice provision so that certain ldiid~ 
and .types of services are pard f~:n· only lf the public providers a!·e used. 
Then· ~urrent :freedom-of-ci:oi~e program is limit-ed to services of 
generalists, a very few specialists, and some routine laboratorv ·and 
x-ray services. . . · • 

c The Commo~w-ealth ~~s estimat~Q that full _implen~entati<?n of the 
:lreedo~-of-ch01ce pro.VI~on would rr:crease thell' own ~xpend1tures by 
approximately $70 million, over twice the amonnt of Federal funds 
they receive for Medicaid. There would be no additional Federal assist
~nc~ i~l 1_11eetjng this cost. _Exemption of Puerto Rico and the other 
JurisdictiOns from the freedom-of-choice requirement would allow 
them to determine how to utilize their own limited dollars in meetin<r 
the health needs of the large eligible population. "' 

INFLATION I:M:.PAOT 

• The exemption o_f Pueif:? Rico, Q-uam and the Virgin Islands from 
the fr~.dom~of-ch01ce reqmrement Is expected to make unnecessary the 
expe~d~ture of an additional $70 million in Commonwealth funds for 
M~dieitid:, anti thereby arvoid a substantial cost inflation in medical care 
:cost~ itrPuerto ·Rico' ';r.hieh could be ~xpected to oecur .if all covered 
services co~l.d ,be proVIded by any pnvate practitioner on the:island. 
.. 1;'he adqiti?nal_}~e~~cai~ expenditures for. persotlS who would lose 
t~~:nr M~d1ea1d ehg1b1hty If the amount of their 1972 SocialSecurihr 
benefit 'Increase. was counted as part of their income is expected to 
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h::ve no inflationary impaet because it will continue present practice 
w1thont change. 

Ov"ERSIGTIT -·FINDINGS 

No oversight findings were relevant to or part of the Committee 
considerotion of the legislation. No findings on· the subjeet have been 
received from either the Committee on Government Operations or this 
Committee's Subcommittee on Oversight and Invest.iga.tions. 

SEQTION~BY-SECTION ANALYSIS 

·Section 1 of the bill removes the expiration date of June 30, 1975, 
!or t~e provisi~n ?f current legisl~ti?n _which provid.es that .Social 
~ecur1ty benefiCiaries who wm~ rec1p1ents of cash a8s!Stance m A,u
gust, 1972, are protected against loss o:f their Medicaid eligibility bee 
cause of the increase in their income resulting from the 1972 twenty 
percent Social Security increase. . ·. ·. , _ ... . ... ·· . . 

It is t.he Comm.ittee 's intent to make this protection· permanent. ·· 
. Section 2 of the hill provides a permanent exemption for Puerto 

R1co, Guam and the Virgin Islands from the general !fedicaid require• 
ment concerning freedom of choice of prov1der. 

The Con;mi~tee r~cog,nizes the in!lPP!"opriateneS$ of th:\s requirement 
to the spec1al s1tunbon m these terntone$. . 

AGJ<JNCY REPORTS 

. There were no agency reports on the legislation. No st~ttement of 
position was received from the Administration prior to Committee 
consideration of the bill. 

CHANGEs I~ ExiSTING LAw MADE BY THE Bn.L, AS REPORTED .. 

In compliance with clause 3 of rnle XIII of the R1Iles of the House 
of Hepresentatives, changes in existing law made by the bill, as re
port~d, ar~ slw,m as :foll?\VS (new m~tter_ is p:inted iP.. ita.li~, ~xlstin¥ 
law m wh1ch no change Is proposed 1s shown n\roman)'r· .,-1: (),, .. :·· 

SEO'riON 1902 oF TIIE SomAL S.EcuRITY AcT 

STATE PLANS FOR MEDICAl, .\SSISTANCE 

SEc. 1902. (a) A State·plan for medical assistance must
(1) * * * 

* * * * * * * 
(23) except in the case of Pututo Rico, the Yi1·gi·n Islanda, a:nd 

aua11;, provide that any individual eligible for medical assistance 
(including drugs) ID';tY obtain such assistance from apy ins~itu
t wn, agep.c y, commmuty pharmacy, or person, qualified t.o perform 
the service or services•I'equjred {including an ot•ganiz~tion which 
provides suchoot·vie-e~, or ~t'ranges for their availability~ .on a pi~· 
payment basis), who undertakes to provide him. sooh services; 
and a St~te plan shall ll:ot be deemed to b~ out of compliance with 

·the reqmreme:nts of th1s paragraph or paragl'itph (1) nr .'(10) 
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solely by reason o:f the fact that the State (or any political sub
division thereof) has entered into a contract with an organization 
which has agreed to provide care and services in addition to those 
offered under the State plan to individuals eligible for medical 
assistance who reside in the geographic area served by such orga
nization and who elect to obtain such care and services from such 
organization; 

* * * * * * * 
For purzJoses of parag1·aph (10) any individual who, for the month 

of A-ugust 1972, 1JHLS eligible for or receiving aid or assistance under a 
State plan appPm,ed unde1· title I, X, XIV, or XVI, <Jr part A of title 
IV and 1oho fm' 1-mch mnnth W!Ui entitled to m:onthly in~turarwe benefits 
under title II shall for purposes of this title only be deemed to be ehgi
ble for financial aid or IU!sistance for any m~onth thereafter if such 
individual would ha1Je been eligible for financial aid OJ' IU!SiBtarwe for 
such 1nonth had the i1tcre1U1e in monthly insurance benefits under title 
II resulting from enactment of Public Law 92-336 not been applicable 
to such individual . 

* * * * * 
0 
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CORRECTE · SH ,. E 

H. R. 8109 

. .RintQ!,fo~rth «tongrtss of tht tinittd ~tatts of gmcrica 
AT THE FIRST SESSION 

Begun and held at the City of Washington. on. Tuesday, thefouneen.th day of January, 
one thousand nine hundred and seventy1ive 

9n9rt 
To amend title XIX of the Social Security Act to extend the protection against 

the loss of medicaid because of the 1972 increase in Social Security benefits, 
and to extend the exemption of Puerto Rico, Guam, and the Virgin Islands from 
certain requirements relating to choice of provider. 

Be it enacted by the Senate and HOU8e of Represetntatives of the 
United States of.America in Oongress assembled, 

SEcTION 1. Section 1902 (a) of the Social Security Act is amended 
by adding at the end the following new paragraph: · 

"For· purposes of paragraph (10) any individual who, for the 
month of August 1972, was eligible for or receiving aid or assistance 
under a. State plan approved under title I, X, XIV, or XVI, or part A 
of title IV and who for such month was entitled to monthly insurance 
benefits under title II shall for purposes of this title only be deemed to 
be eligible for financial aid or assistance for any month thereafter if 
such individual would have been eligible for financial aid or assistance 
for such month had the increase in monthly insurance benefits under 
title II resulting from enactment of Public Law 92-336 not been 
applicable to such individual.". 

SEc. 2. Section 1902 (a~ ( 23) of the Social Security Act is amended 
by insert~ after "(23)' the following: "except in the case of Puerto 
Rico, the VIrgin Islands, and Guam," . . 

Speaker of the HOU8e of Representatives. 

Vice President of the United States and 
President of the Senate. 

' 

I . 



J 1, 1915 

Dear fr . Director: 

fol.lovi ' b1lla wer received at. the Wh1 t · 

House on Ju.ly l " : 

B.R. 53·. V 
R.R. 8109 V 

Ple ( let the President have reports aDd 
r ec eD!atioaa s to t. 1Jproval. o th sc 
billa ·m soon [~ poasibl.~ . 

i'J:le Honorable J; s T. 1-' 

Director 
Office ot 
' shi rt.on, 

Sincerely, 

Rober v D. Li.Dder 
Chief · cu~;.ive Clerk 

J 

' 
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