CHAPTER | |
BENEFI T PAYMENT | SSUES- - | NCLUDI NG PROPGSED | NCREASES
IN THE FEDERAL | NCOVE FLOOR

A, PREAMBLE TO CHAPTER

The national perspective. The SSI program serves a
population requiring assi'stance in obtaining at |east the
nost basic of human needs: food, clothing, and shelter.
Some may require only cash assistance while others may
require help in getting SSI benefits for which they are
eligible and/or in reaching other kinds of help in the form
gf quical care, nutrition, social services, or managenent of

enefits.

In undertaking their broad-based review of the SSI
program the experts endeavored to nake choices that would
enabl e people who are aged, blind, or disabled to live their
lives with dignity. In so doing, the experts saw the need to
address a nunber of areas which are interrelated and contain
i ssues with respect to paynent anmpunts and the way in which
they are determ ned.

SSI and poverty. Federal SSI benefits were designed to
provide a nationally uniformincone floor for people who have
little or nothing on which to live. For this reason, efforts
to neasure the adequacy of benefits and related issues
usual Iy focus on such conparisons as poverty neasures and
benefits provided by other poverty-related prograns. Wth
this in mnd, the experts were concerne wth the
effectiveness of SSI benefits in providing an acceptable
standard of |iving.

The Septenber 26, 1972 Report of the Senate Finance
Commttee stated that the legislation which established the
SSI ﬁrogran1mould "create a new Federal program adm ni stered
by the Social Security Adm nistration, desi?ned to provide a
positive assurance that the Nation's aged, blind and disabl ed
peopl e would no |onger have to subsist on bel ow poverty-I|eve
incomes.™ The initial Federal SSI benefit standard specified
that all individual benefits would be determned on the basis
of their relationship to a uniform Federal floor. However,
the statutory inconme floor for 1974 was bel ow the poverty
l'ine and has been so ever since.
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B.  BENEFI T ADEQUACY
Background | nformation:

Measures of poverty. There are two slightly different
versions of the Federal Covernnent% poverty neasure. The
Census Bureau's poverty thresholds are the official Federa
definition of poverty for statistical purposes. The
Department of Health and Human Services' poverty qguidelines
are a sinplification of the poverty thresholds for
adm ni strative purposes. The qguidelines are generally
considered easier to use in such progranmatic contexts as
establishing benefit eligibility. The guidelines are updated
annually to reflect changes in prices. However, the
t hreshol ds (and, bg extension, the guidelines derived from
them) have been subject to criticism because they do not take
into account changes in consunption patterns over the past
several decades.

SSI benefit standards.and poverty quidelines. The 1992
Federal Dbenefit standard or income floor for one eligible
person (adult or child) is $422 per nonth while the floor for
a couple, both of whom are eligible, is $633 per nonth. (In
Decenber 1991, nearly 10 percent of the adults who received
SSI  and/or federally-admnistered State supplenentary
benefits did so as nmenbers of couples.) The follow ng table
conpares the poverty guideline for a |-person unit with the
annual Federal SSI benefit standard for an individual and the
guiqeline for a 2-person famly with the standard for a
coupl e:

Povert
1992 Qui del | nes SS|I St andard Per cent age
| ndi vi dual $6, 810 $5, 064 74. 4
Coupl e $9, 190 $7,596 82.7

Ot her programs. _standards.and poverty gilidelines. A
nunber of TFederal prograns use eligirBiTity criteria which
i nvol ve sonme percentage of the poverty guidelines. Because
of differences in what indicates "need" for various kinds of
assi stance, 100 percent of the poverty guideline is not
al ways consi dered adequat e. For exanple, a number of food
prograns use 130 percent of the Poverty gui delines as a
cutoff for eligibility while several health service prograns
use a sliding fee schedule for persons with incones up to 200
percent of the guidelines. See Appendix i (at the end of
this chapter) for some Federal programs using a percentage of
the guidelines which is nore than 100 percent.
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Areas Were |ssues Arise:

Federal benefit standard for an individual. As indicated
above, the 1992 Federal SSI Dbenefit standard for an
i ndividual is approximately 75 percent of the poverty
gui del i ne. This percentage has remmined essentially
unchanged since the program began in 1974,

Federal benefit standard for a couplLe. An eligible
individual and his or her eligible spouse are paid based on a
benefit standard which is 150 percent (rather than 200
percent) of the standard for an individual. As a result,
nmenbers of couples receive |lower SSI benefits than would two
eligible individuals. However, as shown above, the benefit
standard for a couple is a higher ﬁercentage of the
applicabl e poverty guideline than is the standard for an
I ndi vi dual . (See C. below for nore information concerning
treatment of eligible individuals and their spouses.)

Experts' Discussion of Benefit Adequacy | ssues:

Adequacy of Federal benefit standard. Al of the 20
experts who took a position concerning the benefit standard
viewed the current standard as inadequate and said that it
shoul d be increased at |east to 100 percent of the poverty
gui del i ne. Wiile they expressed several Vi ewpoi nt s
concerning the amount and timng of an increase, nost of them
said that increasing the standard should be one of their
hi ghest priorities.

Benefit standard for an individual. The experts

considered several approaches to increasing the adequacy of
an individual % SSI Federal benefit standard (i.e., the
nati onal incone floor). These approaches ranged from
increasing the standard to 100 percent of the poverty
guideline over a 7-year period to increasing it to 120
percent of the guideline over 3 years.

A majority of the experts favored increasing the
individual's Federal benefit standard to 120 percent of the
poverty guideline because they said the nation's neediest
peopl e who are aged, blind, or disabled could not attain a
mnimally decent standard of living at 100 percent of the

uideline. One pointed out that often people with incomes at
evel s between 100 and 125 percent of poverty suffer the nost
because they becone ineligible for inportant ancillary
benefits such as Medicaid or Food Stanps. However, in order
to soften the cost inpact in the current fiscal clinate, nost
preferred a 5-year phase-in period to a shorter one or to a
significant one-tine increase.
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Benefit standard for a couple. Al but one of the experts
expressing a view on the point favored nmintaining the
couple's benefit standard at the current 150 percent of the
standard for an individual. Setting the couple's standard at
a percentage of the poverty guideline (as described above for
an individual)--even though it would nean increasing the
benefit anount--would al so have the effect of reducing the
couple's standard from 150 percent to 134.9 percent of that
for an individual. The majority saw such a result as
I nequitable since it would ignore all the testinony that
people living together cannot share certain expenses, such as
food or medicine, and some couples would experience actual
decreases in benefits.

| npact of Increased Benefit Standards. It is the experts
understanding that increasing the Federal benefit standards
for individuals and couples, as described above, would result
in 2,128,000 new Federal SSI recipients by the end of fisca
year 1997.

Measure of adequacy. A nunber of the experts were
concerned over the need to update the indices used to conpute
the poverty guidelines. They recalled public testinobny to
the effect that, unless the poverty |evel were "nodernized"
(i.e., increased in real ternms by being recal cul ated using
post-1950s consunption data), not even 100 percent of that
| evel would be sufficient to provide a proper diet or
mai ntain health. These experts concluded that the poverty
gui del i nes understate considerably the true cost of a mnim
standard of living. Nevertheless, they accepted the poverty
gui del ines as a useful benchmark because they are w dely
recogni zed and easy to use.

Recapi tul ati on of Experts' Opinions on Benefit Adequacy:

_ Experts
Option Supporting
1. Increase the benefit standard for
an individual, in equal annual
increnents, to:
a. 120 percent of the poverty guideline
over 5 years 12

Comment:  One of these experts also
woul d support increasing the standard
to 100 percent over 5 years if the
poverty |ine were updated.
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b. 120 percent of the poverty guideline
over 3 years

Comment: One of these experts, while
preferring the 3-year phase-in, would
al so support a 5-year period and is
included in the count tfor a. as well
as for b.

c. 110 percent of the poverty guideline
over 3 years 1

d. 110 percent of the poverty guideline
over 10 years 1

e. 100 percent of the poverty guideline
over 3 years

Comrent:  One of these experts also
supports a longer (unspecified) period
i f required by conpeting priorities.

f. 100 percent of the poverty quideline
over 7 years 1

General Conment: Several experts, nost of whom support
I ncreasing the benefit standard beyond 100 percent of
poverty, also support reconsideration of other SS|
priorities once the standard reaches 100 percent of the

poverty gquideline.

2. Keep the Federal benefit standard for a couple
at 150 percent of that for an individual. 13

Comment:  One expert disagrees, saying that
the couple's standard should be set at the
same percentage of the two-person poverty
guideline as an individual's standard woul d
be of the one-person guideline.

c. COUPLES
Background | nformation:

_ IP@_"gogglg"_gg_gn_jﬂ|%Lb1111y_unLt. The statute
di st ngd%sﬁes"béTmeen elfngrbility and paynent determ nations
for an eligible individual wth an eligible spouse (a
"couple" for SSI purposes), and all other eligible
i ndividuals, including those with ineligible spouses and
those who are children. Being a "couple" neans that each
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spouse is eligible to receive SSI benefits, L.e., each is
aged, blind, or disabled and their conbi ned countable jncone
and resources do not exceed limts which are 150 percent of
the income and resources limts for an individual

The couple as an eligibility unit is a concept that
carries throughout the program When both nenbers of a
couple apply for SSI, they do so with a single application.
In determning eligibility for the nmenbers of a couple, SSA
deducts their conbined countable inconme from the couple's
benefit standard to determ ne the total paynment anount; that
anount is then divided equally and paid in separate checks.

When nenbers of a couple separate, they are treated as
individuals the nonth following the nonth of separation. | f
the nmenbers of a couple separate and reunite frequently, SSA
must make adjustnments in paynent and eligibility status.

Wien one spouse is ineligible. |f an eligible individual
has™an Tneligible spouse, only the former can receive SSI
benefits, thus qualifying automatically (in nost States) for
Medicaid. However, the statute requires that, under certain
circunstances, the eligible individual % income and resources
be deemed to include the incone and resources of the
ineligible spouse. This is a carryover of States' "relative
responsibility" laws used in the antecedent assistance
prograns. |t says that one spouse has sone financi al
responsibility for the other spouse, even if they are not
legally married. (See "Definition of ‘spouse'" bel ow. )

The statute sets the resources limt at $3,000 for a
person who has a spouse, whether or not that spouse is also
eligible. The incone Iimt for a person whose spouse isS
ineligible can be the same as for a person wth an eligible
spouse, depending on the results of the deem ng fornula.

Areas Wiere |ssues Arise:

Coupl e's income and resources standards. Using income and
resources standards for spouses whi ch are 50 percCent, rather
than 100 percent, of those for individuals can be traced to
the social insurance prograns under which a spouse is
entitled to a benefit equal to half the benefit paid to the
wage earner. Today's use of such a ratio in the neans-tested
SSI program also reflects a premse that two people can |live
together nore economcally than they could live separately,
but only if they are spouses. As a result, an eligible
coupl e receives conbined SSI benefits which are |less than the
benefltscFayabIe to two eligible nonspouses (e.g., an aged
not her and her disabled son) who may |ive together.
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Couple's_incone and resources _exclusions. | ncome
exclusions appty differently to couples than to individuals.
Each individual receives a $20 general incone exclusion and a
$65 earned incone exclusion. In contrast, a couple, as a
unit, receives one $20 general exclusion and one $65 earned

i ncome excl usion.

Wth respect to resources exclusions, couples also receive
treatnent which differs from that given two eligible
i ndi vi dual s. For exanple, a couple can have only one
aut onobi | e excluded for necessary transportation and have a
total of $2,000 excluded in householdm%oods and personal
effects. In contrast, two i ndividuals 0 are not spouses
may each have an autonobile excluded and nay each have $2, 000
Ln eﬁfhgfed personal itenms even though they live in the sane

ousehol d.

Definition of "spouse". The SSI statute considers a
formal Ty married husband and wfe to be spouses. However ,
the statute also requires that two people who are not legally
married but who hold thenselves out to the community as
married be treated as spouses, whether one or both are
eligible. This provision is known as "holding out."

Sone effects of "couple" rules. \Wen two people, each of
whom is receiving disability social insurance benefits as
well as SSI benefits, wish to nmarry, they may face a
substantial reduction in conbined incone. Each renains
entitled to the sane full disability insurance benefit as
before because entitlement to these benefits is not subject
to a "means" test. However, narriage could nake them both
ineligible for SSI benefits and, often, for Medicaid.

Exanpl es of effects of "couple" rul es. Betty Barnes and
Samuel Short each received $350 in disabled adult child
social insurance benefits before marriage and each was
eligible as an individual for an SSI payment of $92 (at 1992
standards). Wen they married, they becane subject to the
SSI "couple®"rules. Since their conbined social insurance
benefits ($700 | ess $20 general inconme exclusion = $680)
exceeded the $633 Federal benefit standard for an SSI couple,
their total income dropped from $884 a nonth to $700. Losing
their SSI eligibility caused a | oss of Medicaid as well.

On the other hand, sone people benefit fromthe "couple"
rules. This can happen when a person with significant incone
is married to someone with little or no incone. For exanpl e,
M. Johnson is 63 and receives a social insurance retirement
benefit of $550 nonthly: however, because of his incone, he
is not eligible for SSI or Medicaid. He cannot receive
Medi care because he is neither age 65 nor disabl ed. H s
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57-year-old Wwfe is disabled but does not qualify for a
w fe's benefit (she would have to be at |east 62 or have a
child in her care) and has no income. As an individual with
an ineligible spouse, Ms. Johnson is eligible for an SSI
mont hly cash payment of $103, giving the Johnsons conbi ned
cash inconme of $653. She is also eligible for Medicaid.
Wen M.  Johnson turns 65, he becones eligible for SSI and
they are an SSI "couple". Wiile there is no change in their
conbi ned cash incone, M. Johnson is now eligible for
Medicaid as well as for Medicare.

Experts' Discussion of Couples' |ssues:

Definition of "spouse”. A mpjority of the experts favored
retaining the existing concept of a "spouse" (for both
"couple" and spouse-to-spouse deem ng purposes) wth just one
modi T i cati on. They said that the "hol di ng out" provision
should be elimnated so that only legally married persons
woul d be consi dered spouses. The experts did not view
favorably having a Federal statutory provision that considers
people to be married sinply because they live together. They
saw no useful SSI purpose being served through establishing
the existence of what 1is, in effect, a comon-I|aw
relationship. The experts objected to the SSI "holding out"
provi sion as having adverse and disturbing effects both with
respect to claimnts' personal privacy and to the
adm ni strative process.

The experts discussed briefly, but gave no support to, the
possibility of pernitting(feople to choose whether to be
treated as spouses or as individuals. One expert remarked
that both the Internal Revenue Service and the soci al
security insurance prograns give people such a choice.
However, all of the experts taking a position on this issue
felt that, for SSI purposes, such a choice would be prone to
| nequi ties because of the conplex program rules and the
i nkages with prograns such as Medi cai d.

pncone and_resougces_exclugj ons. Most of the experts
favored giving each nenber of a couple a full set of earned
i nconme excl usi ons. Theg stated that this would provide a
greater incentive for both nenbers of a couple to work,
particularly if both are disabl ed. It would also help
conpensate for the higher costs generally experienced by
menbers of a couple with both nenbers aged, blind, or
dis?bled as conpared with costs for younger, nondisabl ed
coupl es.

In view of the support for increasing the resources limts
(see Part D of Chapter Ill), the experts did not entertain
anyloptlons for changing resources exclusions wth respect to
coupl es.
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Recapi tul ation of Experts' Opinions on Coupl es:

_ Experts
Opti on Supporting

Definitions of "spouse" and "couple".
1. Elimnate the concept of "holding out". 14
2. Elimnate the concept of "spouse" and

treat everyone as an individual. 2
3. Treat any two adult individuals who live

t oget her as a coupl e. 1
Coupl €% i ncome excl usi ons.
1. Gve each nenber of a couple a full set of

earned i ncome exclusions; |eave the unearned

I ncome excl usions unchanged. 18
2. Gve each nenber of a couple a full set of

earned and unearned income excl usions. 2

D. STATE SUPPLEMENTATI ON
W TH AN | NCREASED FEDERAL BENEFI T STANDARD

Background | nformation:

Federal /State roles with respect to benefit levels. \en
de5|fgn| ng the SSI program Congress was aware that SSI
beneficiaries might .have special needs and appreciated the
appropri ateness of augnmenting the Federal benefit level to
account for those needs as well as for geographic variations
in the cost of living. However, Congress viewed the Federal
responsibility as limted to provision of a basic benefit and
that benefit has been generally regarded as geared toward
neeting a person's basic needs of food, clothing, and
shelter. Paynments for higher living costs or special needs
were left to the States.

The role of State supplementation. States use optional
suppl ementary paynents to achieve nore nearly adequate
benefits for people who are aged, blind or disabled.
Suppl enentary paynents allow a State to provide an incone
"floor" that takes into account geographic differences in
l'iving costs and individualized special needs in a nmanner
that 1s not possible with a nationally uniform Federal
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benefit standard. In many States, supplenentary paynents
serve as a link to Medicaid eligibility. In March 1992, nore
than 2.2 mllion SSI recipients received State
suppl ementation while nearly 3 mllion did not.

~ The anmpunt of optional supplenentation varies
significantly from State to State as do the conditions under
which States provide supplenentation. For exanpl e,
California has a nunber of supplenentation |evels and
suppl ements nearly all of its SSI recipients in a variety of
living arrangenents. In that State, nost total benefits, SSI
plus State supplenent, exceed the Federal poverty level. On
the other hand, Texas does not have any supplenentation
program while several other States suppl ement onl?/ persons in
certain protected living arrangenents variously known as
“domciliary care" or "board and care". |In addition to basic
meal preparation and laundry, these living arrangenments may
provide such services as mninmal social supervision or
personal care assistance. Qutside of this kind of living
arrangement, few State supplenents increase the benefit
standard above the Federal poverty |evel.

Adm nistration of supplenentation prograns. States may
adm ni ster their own suppl ementation prograns or have SSA do
so. Wen SSA administers a State's supplenentati on program
the Federal Governnment absorbs all related adm nistrative
costs while the State pays only the cash benefit amount. At
present, 26 States admnister their own optional
suppl ement ati on &ograms whi |l e SSA does so for 17 States and
the District of lunbia. There are 7 States which do not
have optional supplenentation prograns.

Areas Where |ssues Arise:

Statutory supplenentation requirement. Soon after the SS|
program began, some States reduced their costs by reducing
thelir optional supplenentation when SSI benefits were
adjusted for the cost of living. The result was that sone
recipients were no better off after a Federal benefit
i ncrease than they had been before. To avoid this benefit
erosion, the SSI statute was anended in 1976 to require
States to pass along any SSI increases. That is, States nust
maintain their supplenentary paynent |evels, or the total
anmount of supplenentation, that they pay fromyear to year
regardl ess of any SSI benefit adjustnments for the cost of
living. |If a State fails to do so, it |oses Federal matching
funds under its Medicaid program
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Federal adm nistration of supplenentation. Under Feder al
admnistration, a State nmay have up to 18 different paynent
| evel variations: 3 based on geographic distinctions, 6
based on living arrangenents, and 9 categorical variations
such as aged individuals, blind couples, etc. Thus, ssa's
agreenent to adm nister such varied supplenentary paynents
entails such admnistrative difficulties as the need to do
additional |iving arrangenent devel opnent, maintain state-
specific operating instructions which are updated at |east
annual ly, provide detailed systens coding, and issue
sPeciaIized notices to recipients. Al this raises the cost
of adm nistration borne by the Federal Governnent.

Experts' Discussion of State Supplenentation |ssues:

Statutory supplementation _requirenent. The experts
di scussed possible changes in the role of State
suppl ementation as the Federal benefit standard approaches or
exceeds the Federal poverty Iine. (See B. above on benefit
adequacy.) Al but one of the experts taking a position on
the issue favored giving States greater flexibility in use of
funds, particularly considering that sone States' costs of
living are | ower than the national poverty |evel. These
experts concluded that States should be able to use funds,
now required for cash supplenentation, to provide their SS|
popul ations with assistance in such other areas as socia
services, nedical care, or nutrition once the Federal benefit
standard reaches at |least 100 percent of the poverty line.
These sane experts supported requiring States to
"grandfather"” existing supplenentation levels for any
beneficiary who woul d otherw se experience a net decrease in
the anmount of conbined Federal/State benefits.

Al ternative uses of supplementation funds. A majority of
the experts also said that States should be required, for
sone period, to spend the amount "saved" on supplenentation
to provide other services to their SSI popul ations. One of
t hese experts supported a specific and pernmanent requirenent
for States to continue to spend sone funds either on
suppl ementation or on other services for their SS|
Bopulations; however, the anount so spent would not have to

e at the full rate required under current |aw. Anot her
expert favored continuing to require States to maintain
current supplenmentary paynent |evels.

None of the experts supported permtting States to reduce
or elimnate supplenentation |levels until the Federal benefit
standard increases at least to the poverty line. However, if
States were allowed to elimnate supplenentation w thout such
an increase, three of them endorsed a variable Federal
benefit standard tied to geographic living costs follow ng
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Bureau of Labor Statistics indices. gne of these experts
observed that this option should be relatively easy to
adm ni ster since SSA already adm nisters some geographically
variable State supplenmentary paynents.

~Sinplifying Federal admnistration of supplenentation. A
majority of the experts supported sinplifying, andTeduci ng
Ssa's costs for, Federal adm nistration of State supplenents
by reducing the nunmber of possible State paynment |eve
vartations. Specifically, they concluded that allowable
'iving arrangenent variations should be reduced from6 to 3
(not counting supplenentation of the $30 paynent [imt) and
categorical distinctions from 9 to 6; the 6 allowable
variations would consist of up to 3 for individuals and 3 for
coupl es. Because of the dramatic differences in living
costs, even wthin a State, the experts supported
continuation of the existing three perm ssible geographic
variations. Mbst of them said that, within a specified
timeframe, States should be given the choice of linmting
their payment |evel variations as described, paying SSA for
adm nistering them or taking over the administration
t hensel ves.

Recapi tul ati on of Experts' (pinions on State Suppl enmentation

_ Experts
Qption Supporting

1. Permt States to reduce or termnate
suppl ements once the Federal SSI benefit
standard increases to 100 percent of the
poverty |ine. "Grandfather" extant
suppl enentation levels for current bene-
ficiaries (but not new eligibles) who

woul d ot herwi se experience a net benefit
decr ease. Require States, for at l|least 3
years after reduction or term nation of
suppl enentation, to spend any "freed up"
suppl enent ati on funds for other services
to their needy residents who are aged,
blind, or disabled. 18

2. Require States, by July 1, 1995, to do one
of the follow ng: 16

a. have no nore than 3 supplenentary
paynent |evel variations based on
living arrangenents (in addition to
one, If desired, for people subject
to the $30 paynent Iimt) and no
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nore than 6 variations based on
categorical distinctions: up to 3
each for individuals and for
couples: plus the existing [imt of
3 variations based on geographic
areas: or

b. pay SSA for admnistering their
suppl enents: or

c. admnister their own supplenents.

Comment:  The Presi dent % budget
for Trscal year 1993 includes a
proposal to charge States for
the cost of admnistering State
suppl ement ati on prograns.

E. PAYMENT LIMTS FOR PEOPLE IN I NSTI TUTI ONS
Background | nformation:

Resi dents of nost pubkic_institutions. | ndi vi dual s who
reside in public institutions throughout a nonth generally
are not eligible for SSI. This ineligibility rule applies
because Congress has not wanted the Federal CGovernnent to
assune the traditional responsibilities of State and | ocal
governments for residents of their institutions.
Hi storically, Congress has shown sone concern about
subsidizing institutions if the Federal Governnment has no

control over the quality of care.

Residents of certain public institutions. There are
excepti'ons to the general inefrgrbi'fi'ty rufe for residents of
certain public institutions. Exceptions to the ineligibility
rule relate to persons in public enmergency shelters for the
honel ess, publicly operated conmmunity residences for 16 or
fewer residents, public institutions for educational or
vocational training, and, when certain conditions are net,
persons in nedical or psychiatric facilities, provided they
were receiving SSI under the provisions of section 1619 (see
Part C of Chapter IV) or are expected to have stays of
limted duration. Aso, certain residents of public nedica
facilities may be eligible but their SSI Faynents cannot
exceed $30 a nmonth (see naterial on issues below).
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Residents of private institutions. There is no statutory
rul'e prohibiting elitgibiTity for residents of privatée

Institutions. However, the $30 paynent linit nay apﬁéy_to_a
person in a private nedical institution when the di cai d
ﬁyogram is paying a substantial portion of the cost of
i s/'her care.

Suppl enentation of limted paynent. Si xteen States
supplement the limited SSI payment in anounts ranging from$5
to $45 for an individual. N ne of these supplenents are

adm ni stered by the Social Security Adm nistration.

Areas Where | ssues Arise:

.~ Amount of paynment limt. Residents of publjc or private
insfitutions for whom Medicaid is paying nore than 50 percent
of the cost of care are subject to a nonthly Federal paynent
limt of $30 (mnus any countable incone). This linmted
amount is for the purpose of neeting incidental personal
needs (e.g., toiletries, soft drinks and entertainnent) not
met by the institution. The anount of the maxi num paynent
has changed only once since the creation of the SSI program -
from$25 to $30. Automatic cost-of-living adjustnents are
not applicable to the $30 paynent limt.

Applicability af _payment _LiDLt. The paynent. limt
descri bed above applies since nost of the i'ndividual's
subsi stence needs are net by the institution, which is being
pai d by Medicaid, another Federal assistance program
However, in other situations where nost of a person' s needs
are being provided by a third party (e.g., a State or |ocal
government, a relative, or private health insurance), that
person remains ineligible, if in a public institution, or
remains eligible at the full benefit rate, if in a private
institution

Experts' Di scussion of Payments to Residents of |nstitutions:

Amount of paynent |imt. Nearly all of the experts said
that there shoul d be an increase in the $30 paynent limt for
institution residents for whom Medicaid is paying nore than
50 percent of the cost of care. There was di scussion
regardi ng the appropriate anmount and whet her an increase
should be one time only or yearly, based on cost-of-living
i ncreases.
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One expert indicated that a one-tine raise to $35 a nonth
would elimnate the conplications of cost-of-living
adj ustments and would be |less costly than yearly increases.
Anot her expert suggested combining the two approaches; that
is, increase the payment limt to $35 initially, and increase
the limt yearly thereafter, based on the cost-of-living
adjustnent. This suggestion received the support of nearly
all of the experts.

Applicability of paynent limt. The experts discussed the
POSSIbI|Ity of expanding the applicability of the $30 paynent
imt to institutionalized individuals for whom cost of care
is being paid by any source (e.g., Medicare, private
i nsurance, famly nenmbers, charitable organizations or State
funds) other than the individual % own income or resources.
It was explained that this option wuld renove the
prohibition against eligibility for residents of public
Institutions who otherwise neet the eligibility criteria;
paynents would be limited to no more than $30. Additionally,
sone residents of private institutions who are currently
eligible for the full SSI payment woul d becone subject to the
$30 paynent limt.

A few experts expressed the opinion that an expansion of
the applicability of the $30 paynent |limt would not be

desirabl e because, in conbination with the rules for
conputing incone, ineligibility could result for some
individuals in private institutions who, under current rules,
are eligible for benefits without the paynent limt. The

experts considered a variation of the option which would
address only the eligibility of people in public institutions
who are now barred from receiving paynents. Under the
modi fied option, SSI -eligibility would be possible for
residents of public institutions without regard to paynent
for the cost of care; such paynents would be limted to $30.
Thi s oPtion would allow Iimted paynents to any otherw se
eligi ble person who happened to be residing in a public
institution, such as a county hone, even though Medicaid is
not(faying a significant share of the cost. This option
woul d not di sadvantage anyone now on the SSI rolls. Nel t her
option appeal ed to nost of the experts.
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Recapitul ation of Experts' (pinions on Paynments to Residents
of Institutions:

. Experts
Option Supporti ng
1. Increase the $30 paynent limt
to $35, indexing annually
thereafter based on the cost of
living, and rounding to the next
hi gher dol |l ar. 19
Comments: ~ One expert, while
supporting this option, prefers an
initial increase to $40. Anot her
expert supporting this option also
favors conputing the cost-of-1living
adjustnment retroactively to the
begi nning of the program or at |east
to July 1, 1988 when the paynent was
i ncreased from $25 to $30.
2. Expand the applicability of the $30
payment |imt to apply to institutionalized
I ndi viduals for whom nore than 50 percent
of the cost of care is being paid by any
source other than the individual's own
i ncone or resources. 1
3. Allow SSI eligibility for residents
of public institutions w thout regard
to paynent of the cost of care by an outside
source, but linmt the payment to $30. 1

F.  ACCOUNTI NG PERI QDS
Background I nfornmation:

The Federal benefit standard functions as a limt on
countable income. Thus, after applying all appropriate
exclusions to arrive at countable 1 ncone, the benefit to be
paid is the amount by which countable income falls short of
the benefit standard. A@tuaI_Baynent amounts are affected by
the accounting period prescribed by statute. From 1974 to
1982, SSI benefits were conputed wusing a quarterly
prospective system That is, incone and benefit anounts were
estimated prospectively for each calendar quarter and paid in
equal increnents for each nonth of eligibility 1In the
quarter. A prospective accounting system nakes it possible
to respond pronptly to changes in 1ncone. However, because
incone and benefits were spread over 3 nonths, the quarterly
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aspect of the arrangenent also entailed overpaynents and
under paynents and produced situations which were conplicated
to explain to recipients.

In 1982, a new statutory provision changed the accounting
period and ever since SSI benefits have been determ ned on a
monthly retrospective basis. Generally speakin%, the benefit
paynment is now determ ned separately for each nonth using
countable income from 2 nonths earlier. However, there are
special rules for new eligibles and for recipients who |ose
eligibility for one or nore nonths and then regain it.
Certain aspects of the retrospective nonthly accounting rules
are considered by many observers to be inequitable.

Areas Wiere |ssues Arise:

The accounting period. The 1982 change to retrospective
nmonthl'y accounting was intended to allow tine for people to
report changes so that benefit paynments could be nade with
greater accuracy. However, retrospective accounting is often
l ess responsive to imediate need since it takes two nonths
for paynments to change in response to decreases in, or |osses
of, other incone.

Jriple_counti.ngand termnation of incone. Under the
rules of retrospective nonthly accountin%, the current
nonth@bpaynent amount is usually based on the beneficiary%
income from 2 nonths earlier. However, when a beneficiary
becones eligible for SSI benefits, either initially or after
a period of ineligibility, any countable inconme received in
the first nonth of new or regained eligibility is used to
conpute the paynment anount for the first, second, and third
months. This is true even when incone termnates after the
first month. In initial eligibility cases, the individual
may have to choose between delaying the nonth of eligibility
or taking a reduced benefit for 3 nonths. There is no way to
avoid the benefit reduction in renewed eligibility
situations.

Simlarly, when a beneficiary with countable incone
experiences reduction or termnation of that income, the SSI
Paynent continues to be reduced for 2 nore nonths. This can

eave the person with total income which nay be far below the
i ncome floor.
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Varying nunbers of paydays in a nonth. A beneficiary (or
a parent or spouse whose wages are deened available to the
beneficiary) earning maaes close to the eligibility limt may
be paid every other week or once a week. For two- or four-
payday nonths, income remains under the eligibility [imt.
However, under a nonthly system the extra earnings in a
three- or five-payday nonth are enough to result in
ineligibility. Wiile less common, simlar situations can
arise wth unearned incone such as unenpl oynent benefits
whi ch may be paid weekly or biweekly.

The nost serious consequence of the "extra payday"
phenonenon is the |oss of Mdicaid coverage. Blind or
di sabl ed reci pients who are working, and would be eligible
except for their earned income, continue to be entitled to
Medi cai d under the provisions of section 1619(b) of the
Social Security Act (see Part C of Chapter V). However
this protection is not available to a recipient who receives
unearned, rather than earned incone, nor does it extend to
aged beneficiaries.

Monthly verification of wages. Because eIi?ibiIit IS
determ ned nonthl'y and benefits are conputed nonthly, it is
necessary for SSA to know the anmount of nonthly earnings a
claimant received. The |aw states that "relevant infornmation
will be verified fromindependent or collateral sources . ...»
Thus, SSA requests nmonthly wage information from enpl oyers
when a worker does not have pay slips.

The verification requirenment has proven burdensone,
particularly for enployers who nmay not maintain their records
In the format needed by SSA Enpl oyers provide wage
information to SSA for retirenment and sufvivors insurance and
I ncome tax purposes and often resent the need to provide yet
a different (nmonthly) breakout for SSI purposes.

§%ﬁ§§"_§uppLenEntaLLon paynents.__conputatiLoon. SSA
admni Sters supplenentary paynments for sone States. However,

persons whose 1 ncones are too high to receive Federal SS|

pbenefits but |ow enough to qualify for federally-adm nistered
State supplenentary paynments are not "eligible" for Federa

SSI under the law. This can |ead to sonme unusual paynent
conputations that are very difficult to explain either orally
or In witten notices.

For exanple, an individual may be receiving both a partial
Federal paynent and a full State supplementary paynent. The
individual"s incone nmay increase to the point that it exceeds
the Federal benefit standard, but is below the conbined
Federal plus State suppl enentary paynent |evel. In this
instance, the individual will receive no Federal paynent
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because s/he is not eligible for one, but s/he will still
receive a full State supplenentary paynent, because the
conputation for the State payment is based on incone from 2
months ago. Only after 2 nonths will the State paynent be
reduced. In this situation, one change in incone produces 2
payment changes. Such paynment changes result in confusing
notices to sone people in States where SSA admi nisters the
suppl enent .

Experts' Discussion of Accounting Period |ssues:

The accounting period. Al of the experts who took a
position on the accounting period favored keeping a nonthl
accounting system but making it ﬁrospectlve.|nstead 0
retrospective. The experts noted that prospective nonthly
accounting solves the paynent conputation problens of triple
counting, termnation of income, and State supplenmentation.
They al so concluded that prospective nonthly accounting coul d
be nore responsive to current needs by nmaeking tinely
adjustments in benefit paynents.

Some experts felt that, in theory, annual accounting m ght
solve the problens currently identified with retrospective
nmonthly accounting. However,  they acknow edged that annua
accounting may result in new problens and adversely inpact
some beneficiaries. Therefore, they believed that extensive
testing prior to seeking enactnment of annual accounting would
be appropriate. QO her experts expressed concern that even

testing this option suggests support for it which may not
exi st.

Varyi ng nunbers of paydays in_a_nonth. Because of the
preference for retaining a nonthly accounting system the
experts recognized that there would continue to be certain
months in which some people would lose eligibility due to an
extra payday. A mgjority of the experts viewed the principa
problem in these situations as the l|loss of Mdicaid
eligibility. Therefore, they concluded that Medicaid
coverage should continue whenever there is a |loss of SSI
eligibility due solely to calendar-related incone
fluctuations.

Monthly verification of income. A mgjority of the experts
sai d that beneficiaries, enplqyers, and SSA staff would all
benefit from some easing of the requirenent for incone
verification. These experts concluded that, when it is not
cost-effective, SSA should not be required to verify income.
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Recapitul ation of Experts' Opinions on Accounting Period:

, Experts
Option Supporti ng

1. Change from retrospective nonthly
accounting to prospective nonthly
accounti ng. 19

2. Continue Medicaid coverage when
SSI eligibility is lost solely due to
a cal endar-related income fluctuation. 19

3. Do not require incone verification when
it is not cost effective. 19

4. Define eligibility for SSI in terns
of incone bel ow the conbi ned
Federal / State paynment |evel for
beneficiariess in States for which SSA
adm ni sters the suppl ement. 16

Comment: One expert expressed concern
that, by supporting minor or "technical"
I nprovenments, such inprovenments m ght

be perceived as sufficient and

so blunt the inpetus for prospective
mont hly accounti ng.

5. Test one or nore nethods of annual
accounting, beginning with prospective
annual accounting, by running a conputer
simulation of the method or
met hods proposed. 13
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G OPTIONS PREFERRED BY A MAJORITY OF EXPERTS
SUMVARY AND COST ESTI MATES

Federal benefit standards. Nearly all of the 20 experts
who took a position on this issue view increasing the Federal
benefit standard as one of the programis top priorities. A
majority of these experts favors increasing the Federal
benefit standard for an individual to 120 percent of the
poverty guideline for one person and doing so in five equal
annual increments.

At the same tine, a majority of the experts also supports
keepi ng the Federal benefit standard for a couple at 150
percent of the standard for an individual. They say that
reducing the couple's standard to 135 percent of the
individual's standard (the result of using 120 percent of the
Boverty guideline for a two-person famly) woul d decrease

enefits to sone couples and ignore testinony concerning the
fact that, even though people may |ive together, they cannot
share expenses such as those for food or nedicine.

The experts want to see the SSI programlive up to the
vision of the 1972 report of the Senate Finance Conm ttee.
'They feel a sense of urgency about assuring those who are
aged, blind, or disabled that they will no | onger have to
ITve in poverty. The experts agree with public testinony
that it 1s unfair to provide a benefit which keeps such an
at-ri sk popul ati on poor and on the brink of honel essness;
that it is a national responsibility to provide sustenance to
t hese people who cannot provide it for thenselves--and to
provide it in a measure that affords dignity and security to
each life.

Esti mat ed Cost
(In mllions)

Fi scal SSI 881 _ Medi cai d
Year Program Adm ni strative Program
1993 $ 2,567 $ 250 $ 435
1994 7,092 710 1, 825
1995 12, 706 460 2, 950
1996 19, 527 470 4, 310
1997 27, 707 510 5, 995

* *x %k * *x
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Couples: definition of "spouse". A mgjority of the
experts supporis tThe existing defifition of a "spouse" (for
pur poses both of couples' determ nations and of spouse-to-
spouse deeming) --Wth one exception. TheK say that the SS|
program should not view a ﬁerson as anot her ﬁerson's spouse
sinp%y because they hold thenselves out to the comunity as
such.

This majority favors continuing the concept of an
i ndi vi dual and spouse, eligible or ineligible, as an
eligibility unit, using the conbined income and resources of
both spouses. However, they are concerned that the "holding
out" provision represents an unacceptable invasion of
people's personal lives and presents admnistrative
conplications to no useful end. These experts say that this
Is an area where SSI should differ fromthe social insurance
prograns under which establishing a common-law rel ationship
can be beneficial.

Esti mat ed Cost
(In mTllions)

Fi scal SSI SSI Medi cai d

Year Program Adm ni strative Program

1993 $ 2 Negligi bl e Negligi bl e
1994 3 Negl i gi bl e Negligi bl e
1995 3 Negl i gi bl e Negligible
1996 4 Negl i gi bl e Negligi bl e
1997 4 Negl i gi bl e Negligible

* * % % %

Couples: incone exclusions. Al of the experts who
expressed a view on ‘this TSsue support giving each nmenmber of
a couple a full set of earned inconme exclusions. They see
this as an inportant adjunct of providing incentives for
ﬁeo le to work, especially in helping conpensate for the
dig ﬁrcfxpenses of a working person who is aged, blind, or

i sabl ed.
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Esti mat ed Cost
(In mlITions)

Fi scal SSI - SsI Medi cai d
Year Program Adm ni strative Program
1993 $ 1 Negl i gi bl e $ 5
1994 2 $ 10 20
1995 3 Negligi bl e 25
1996 3 None 25
1997 3 Negligible 35

* % % % *

State suppl enentation: reduction/termnation. Nearly all
of the experts say that States should be permtted to reduce
or termnate their supplenental paynents once the Federa
benefit standard reaches 100 percent of the povert
gui del i ne; however, this should be couple Wi t
grandfathering any current recipient who would otherw se
experience a net benefit reduction. As part of this option
States would be required, for at least 3 years after reducing
or termnating supplenmentation, to use their "freed up" funds
to provide other services to their SSI popul ations.

This large majority says that States should be allowed the
flexibility to assume new roles with respect to their needy
popul ations and to use limted funds for purposes other than

suppl enentation of SSI. These experts conclude that, once
the Federal benefit standard reaches the poverty Iine,
benefits in sone States will nove above |ocal costs of

living; therefore, other kinds of assistance for needy people
gay Fe more hel pful than cash supplenentati on of the Federa
enefit.

Esti mat ed Cost
(In mlTlions)

Fi scal SSI SSI Medi cai d
Year Program Adm nistrative Program
1993 None (a) $ 435
1994 None (a) 1, 825
1995 None (a) 1,995
1996 None (a) 2,195
1997 None (a) 2,410

(a): Unable to estinate.

* x % * %
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State supplenmentation: federally-admnistered variations.
A majority of the experts supports requiring each State whose
optional supplenentation program is admnistered by the
Federal Governnent, by July 1, 1995, to: (a) have no nore
than 3 living arrangenment variations--not counting a
suppl enentation |evel for persons subject to the $30 paynent
limt, no nore than 6 categorical variations (3 each for
i ndividuals and couples), and up to 3 based on geographic
distinctions: or (b) pay SSA for admnistering the
suppl ementation program or (c) admnister its own program
They view the federally-adm nistered supplenentation prograns
as having becone overly conplex and costly for Federa
adm ni stration and say that an increased Federal benefit
standard should reduce the need for so many variations.

Esti mat ed Cost
(In mllions)

Fi scal SST SSI Medi cai d
Year Program Adm ni strative Program
Al None (a) None

(a): Unable to estimate.

* % % % %

Limted paynent to residents of institutions. Al of the
19 experts who expressed a view on this 1ssue support an
increase in the current $30 paynment linmt applicable to
certain residents of nedical institutions. These experts say
the paynent should be increased to a maxi num of $35, followed
by annual cost-of-living adjustnents rounded to the next
hi gher dollar.

This majority of experts views an initial increase of $5
as necessary recognition of ongoing increases in the costs of
the confort itens for which the limted paynment was intended.
Thereafter, annual adjustnments woul d keep the paynent |imt
in alignment with living costs. They also say that
applicability of the paynment limt should apply as It does
now. to persons experiencing |lengthy stays in public or
private nedical treatnment facilities where the Medicaid
program pays a substantial part of the cost of their care so
that SSI should continue to fill in only in ternms of personal
incidentals not provided by the institution or Medicaid.
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Esti mat ed Cost
(I'n mTlTions)

Fi scal SSI SSI Medi cai d
Year Program Adm nistrative Pr ogr am
1993 $ 8 None Negl i gi bl e
1994 16 Negl i gi bl e Negl i gi bl e
1995 20 None Negl i gi bl e
1996 23 None Negl i gi bl e
1997 27 None Negli gi bl e

* % * * *

Accounting periods: prospective nonthly period. Al nost

all of the experts support use of a prospective nonthly
accounting period for purposes of determning SSI eligibility
and paynent anount. The experts want an SS|I accounting
period that is as responsive as possible to changes in
recipients' financial circumstances, that sinplifies program
adm ni stration, and that produces easily understood results
in terms of eligibility and paynent anmount. They al so want
to protect Medicaid eligibility for those people affecte%l by
variations in the nunber of regular paydays per nonth. _ These
experts conclude that, except for calendar-related incone
fluctuations which can occur under any kind of nonthly
system a nonthly prospective accounting period would neet
all of the criteria nore effectively than the present
retrospective system

Esti mat ed Cost
(In mllions)

Fi scal SSI ssI _ Medi cai d
Year Proogram Adm ni strative Program
All (a) Negli gi bl e (a)

(a): Unable to estinate.

* % %k k *

Accounting periods: SSI eligibility-definition. For as
long as the existing nonthly retrospective accounting period
remains in existence, a majority of the experts concludes
that SSI eligibility should be defined in terns of the
conbi ned Federal/State supplenentary benefit |evel for those
States where SSA adm nisters the supplenent.
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Esti mat ed Cost
(In mlIlions)

Fi scal SsI SSI Medi cai d
Year Pr ogr am Adni ni strative Program
1993 $ 4 Negl i gi bl e Negl i gi bl e
1994 5 Negligible Negl i gi bl e
1995 5 Negl i gi bl e Negl i gi bl e
1996 5 Negligi ble Negl i gi bl e
1997 5 Negl i gi bl e Negligi bl e

* % % % %

Accounting periods: annual period sinulation. A majority
of the experts, all of whom support a change to nonthly
prospective accounting, also favors conputer simulation
testing of nmethods of annual accounting, beginning with a
prospective annual period. They wish to deternm ne whether an
annual period mght be justified as sinpler and nore
under standabl e than a nonthly or quarterly one.

Esti mat ed Cost
(In mlTions)

Fi scal SSI SSI _ Medi cai d
Year Program Adm ni strative Program
Al | None (a) None

(a): Unable to estimate.

* % % % *

Accounting period: in oze_fl_ugté;at_i ons. Alnost all of
the experts favor continlting Mdicaid coverage when a
cal endar-rel ated incone fluctuation causes |oss of SSI
eligibility. They see this as consistent with the statutory
| i nkage between SSI and Medicaid, nore equitable, and easier

for the public to understand.
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Esti mat ed Cost
(I'n mTlTions)

Fi scal SsI SSI _ Medi cai d
Year Program Adm nistrative Program
All None Negligi bl e Negligi bl e

* % % % %

Accounting period: i ncone verification. Nearly all

of

the experts also favor eliminating income verification in
situations when such verification would not be cost-
ef fective. They say that this would be an adm nistrative

sinplification with little financial risk attached if
criteria for cost-effectiveness are carefully drawn.

Esti mat ed Cost
(I'n mllions)

Fi scal SSI SsI _ Medi cai d
Year Program Adm ni strative Program
All (a) (a) (a)

(a): Unable to estimte.

* % %x % %

- 49 -

t he



Chapter |1, Appendix i

OTHER FEDERAL PROGRAMS' ELI G BILITY STANDARDS
AS A PERCENTAGE OF THE POVERTY GUI DELI NES

The follow ng Federal progranms are chief anong those which,
by statute (or regulation), use nore than 100 percent of the
poverty guidelines in establishi ng_ i ncone cutoffs for
eligibility and/or for offering sliding fee schedules for
services. 1/

Poverty Quidelines
Program Per cent age

Medi cai d
Qualified Medicare Beneficiaries 1991-92:  100%
1993-94:  110%
1995 on:  120%

Children under 6, infants, 133% but State may go to

and pregnant woren 185% 23 States are at
185% and 6 others are
bet ween 133% and 185%

Spousal inpoverishment, mninum 1989-91: 122% of anount
protected iIncone for 2 people
1991-92:  133%
07/92 on: 150% of anount

for 2 people.
Food Stanps 130% for househol ds w/o
el derly or disabled

menber

Speci al Suppl emental Food Program Set by States but cannot
for Woren, Infants, & Children exceed 185%

Commodi ty Suppl emental Food 130% (el derly only)
Program

Nati onal School Lunch Program Free neals: 130%

School Breakfast Program Reduced- price neal s:

Child/ Adult Care Food Program 130% to 185%

Special MIk Program for Children

Food Distribution Program on
I ndi an Reservations 130%
Food Commodities Program Set by States. Oten
130% but may be higher.
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Comunity Services Block Gants
Comunity Food and Nutrition

Low I ncome Energy Assistance

Weat heri zati on Assi stance for
Low | ncone Persons

Comunity Health Centers
Mgrant Health Centers Gants
Nati onal Health Service Corps

Fam |y Pl anning Services

Usual |y 100% but
States may go to 125%

G eater of 150% of the
%ui delines or 60% of

tate's adjusted nedian
I ncone.

125%

Sliding fee schedule for
t hose between 100% and
200%

Sliding fee schedul e

bet ween 100% and 200%
(or 250% in sone cases).

Seni or Community Service Enpl oynent

Program 125%
Foster G andparent Program H gher of 125% or of
Seni or Conpani on Program 100% + SSI State
suppl enent .

* % * % %

NOTE: Benefits for SSI recipients are considerably higher
than those for AFDC recipients but are generally |ower
than benefits provided to retired or disabled wyrkers
under the social I nsurance prograns. FDC
| egi sl ati on does not refer to poverty guidelines
al though a few States have chosen to use a less-
t han-1 o0o-percent |evel of the quidelines.) SS1I
benefits for children with disabilities are basically
the sane as benefits for adults.

1/ Except for Medicaid, based on excerpts from "Federal

Gui delines...as an
to Target Assistance or
ASPE/ DHHS

Prograns Usi ng t he Poverty
Eligibility Cr|ter|on or
Services", Gordon M Fi sher,

- 51 -



