CHAPTER [ 11
NEEDS- BASED | SSUES-- I NCLUDING THE ELIMNATION OF | NKIND
SUPPORT AND NMNAI NTENANCE AND RAISING THE RESCQURCES LIMTS
VWH LE s TREAMLINING THE EXCLUSI ONS

A, PREAMBLE TO CHAPTER

Precursors to SSI--the national perspective. Hstorically,
one objective of the Social Security Act was to establish a
soci al -insurance program as the first |ine of defense against
the future |Ioss of Incone for persons who work. However,
sone persons were ineligible for social insurance benefits
due to insufficient work history, and sonme received benefits
whi ch were inadequate to provide a basic living. Therefore,
the Act provided incentives (in the form of matching funds)
to the States to establish and naintain neans-tested prograns
of assistance to persons who were aged, blind, or disabled.

For these Federal/State grant prograns, the statute
required that a person's income and resources be considered
in determning need. However, neither the statute nor
Federal regulations provided a definition of incone or
resources, or specified incone |levels or resource limts
which woul d apply. Each State specified the anpunt that
represented basic needs and defined those needs. Al States
recogni zed food, clothing, shelter, fuel and utilities as
"basic" consunption itens needed by everyone. Mst States
also included other itens (e.g., personal care itens,
medi ci ne chest supplies, household supplies, etc.).

The Act mandated certain disregards (exclusions) relating
to earned incone. States were given options in designing
their neasures of need: sone options were to disregard a
limted nonthly anmount of "any incone" and to provide for
some formof "relative responsibility."”

Federal rules required States to specify the anmobunts and
thes of real and personal property, including [iquid assets,
that mght be retained to nmeet current and future needs. I'n
addition to the hone, personal effects, autonobile and
I ncone- produci ng property allowed by the State, the anount of
real and personal roperty, including liquid assets, that
could be reserved tor each individual recipient was limted
to $2,000. States also were permtted to all ow "reasonable"
proportions of incone from business or farns to be used to

I ncrease capital assets, so that a person's incone mght be
I ncreased.

Needs tests under SSI. Wien the SSI program was enacted,
its primary objective was to provide a nationally uniform
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incone floor for persons who are aged, blind, or disabled and
have little or nothing on which to live: i.e., those who are
"needy." There were efforts to provide objective and
nationally uniformrules, to renmove the "stigma" of welfare,
and to provide individuals with cash which could be used at
their own discretion. At the same tine, sone of the adult
programs’ basic inconme and resource schenes carried over to
the SSI programin addressing nmeasures of need.

As with the forner State prograns, the SSI program uses

two neasures of need: i ncome__and resources. To be
sufficiently "needy" to receive SSI benefits, a person nust
neet both the incone test and the resources test. For

someone who is eligible, the amount of his/her income also
affects the anmount of any SSI benefit which may be paid.

The Federal benefit standard functions as a limt on
countable income which a person may have and still be
eligible to receive Federal SSI benefits. | nconme which is
counted is subtracted fromthe Federal benefit standard to
arrive at the anount payable to an otherwi se eligible person.
Thi s approach bears some simlarity to the approach under the
former prograns. A discussion of the adequacy of the Federa
benefit standard as a neasure of incone necessary to support
a person's needs for food, clothing, and shelter, is provided
in Part B of Chapter I1I. That chapter also contains
|nforgat|on concerning the conputation of benefits (in
Part F).

This chapter addresses basic rules regarding what is
consi dered to be income or resources; how rmuch inconme shoul d
be counted against the Federal benefit standard, and the role
of resources in efficiently and effectively identifying those
who are needy. Although in-kind support and maintenance is a
type of income, it is addressed separately (in Part C since
It has unique characteristics and has been frequently
identified as one of the nobst conplex and troubl esome program
areas.

B. I NCOVE
Background | nformation:

Meani ng of incone. For SSI purposes, there is a national
definition of "income." 1In general, "income" mMeans anyt hing
a person receives that can provide food, clothing, or
shelter.  Sometines incone takes the direct form of food,
clothing, or shelter. Mre often, it comes in the form of
cash (including checks and electronic funds transfers).
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| ncone, wunder the statute, is either "earned" or
"unearned." Earned incone conmes from wages, self-enploynent,
and simlar sources. Unearned inconme is every other kind of
i ncone. Exanpl es of common types of unearned incone are
soci al i nsurance benefits, veterans benefits, rental and
| ease incone, interest and dividend income, and "in-kind
support and mai ntenance" (food, clothing, and shelter).

Excl usi ons from i ncone. I ncone exclusions provide a
financral advantage to persons who receive certain kinds of
income (see "countable income"). The Social Security Act
provi des many exclusions fromincome. |In addition, a nunber
of other specific exclusions have been witten into statutes
governi ng other progranms, such as housing subsidies and
earned incone tax credits. There are nore than 50 incone
exclusions provided by statute.

Count able .incone. Countable inconme is the anmount of
incone remaining after all appropriate exclusions are applied
to income. It is the anount actually subtracted fromthe
Federal benefit standard to determne eligibility and to
conpute the nonthly benefit anount.

Areas Wiere |ssues Arise:

Earned incone exclusions. Some programrules relating to
earned i ncone address a program objective other than need:
I ncentives and opportunities for SSI eligible persons who are
able to work, or to be rehabilitated, to enable themto
i ncrease their independence. In designing the SSI program
the Congress recognized that some needy people, including the
aged, would continue to work and attenpt to be self-
supporting long after others would have stopped. To
encourage these attenpts, Congress reasoned that those who
work should find that their work resulted in a higher |eve
of income than could be had w thout worKking. Therefore, the

statute provides that, in determning eligibility for and the
amount of SSI benefits, significant amounts of a worker's
earnings are to be excluded. The experts' individual views

concerning the incone provisions related to such exclusions
are addressed in Part c of Chapter |V.

The $20 nonthly general income exclusion. The first $20
of nmonthly I ncone does not count. The $20 was set at the
beginning of the program This exclusion was intended to
assure that persons who had previously worked in the |abor
force woul d receive sonewhat higher nonthly income than those
who had not. It was believed that the exclusion would nost
often apply to social insurance benefits: however, it could
apply to incone from any source except need-related incone.
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The anmpbunt of the exclusion has never been increased,
al though the Federal benefit standard has nore than tripled
since it was first set in 1972. The $20 is subtracted first
from any unearned i ncone a person has. | f the person has
| ess than $20 in unearned incone (or none at all), any
remai ni ng anount of the $20 is subtracted from any earned
i ncome.

_During the experts' neetings, they heard people state that
this exclusion has |ost nuch of its value and should be
increased to reflect the increased cost of living since 1972
and it should be indexed for inflation. Some also said that
if the exclusion were agplied only to unearned incone, it
woul d be nore understandable to the public.

Interest and dividends. The ampbunts of interest and
dividends received by SSI beneficiaries uUsually are quite
smal | . (The amounts are limted, in effect, by the progranms
eligibility limts on the resources that generate such
income.) These anounts count as incone unless they can be
excluded under a provision that allows for exclusion of
income that is "infrequent or irregular" or under the $20
nmont hly general incone excl usion.

Oten, the "infrequent or irregular" exclusion cannot
apply, even when the anount of the interest or dividend is
very small. This is because interest and dividends often are
received both "regularly" and "frequently." To be considered
"infrequent,"” the inconme nust be received no nore than once
in a calendar quarter and in an anount not greater than $20.

The experts heard people state that there are inequities
in the treatment of interest and dividends because sone are
excluded under the "infrequent or irregular" exclusion and
others nust be counted: sonetimes the only difference is how
often the bank or conpany chooses to pay its interest or
di vi dends. Sonme people said that excluding interest and
di vidends would sinplify program admnistration and it would
reward SSI recipients who are thrifty and try to save noney.

| ncone "deemed" from an ineligible spouse or parent. \Wen
a married person whose spouse 1S ineligible applies for SS|
benefits, part of the spouse's incone may be considered to
belong to the applicant. Simlarly, if a child applies for
SSI benefits, part of the incone of an ineligible parent(s)
in the household may be considered to belong to the child.
This process of considering some of a spouse's Or parent's
income is called for by statute; it is referred to as
"deem ng," because the SSI program "deems" part of the
relative's incone to be available for the support of the
applicant or beneficiary. The Secretary of Health and Human
Services determnes, through regulations, how much of the
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income of an ineligible spouse or parent(s) to deem as
i ncone.

The requl ations provide three different formulas for

deem ng inconme froma parent(s) to a child. In all three
formulas, an amount for each ineligible child in the
household is excluded from the parent's incone. Thi s

recogni zes the need for the parent to support such other
children. After this exclusion is applied, one of the three
formulas is used, depending on whether the remaining incone
of the parent is earned incone, unearned income, or a mxture
of earned and unearned incone.

Experience has shown that the three formulas do not aImaKs
produce equitable and reasonable results. Oten, a slight
change in the nature of the parent's incone (e.g., froma
m xture of earned and unearned incone to only unearned
i ncone) can ﬂroduce a major increase in the anount of incone
deened to the SSI child. Thi s happens because of the
di fferences between the formulas used in these two
situations.

On July 8, 1991, the Secretary of Health and Human
Services published a Notice of Proposed Rulemaking in the
FEDERAL REG STER (56 FR 30884) to change the rules so that
the formula in use for situations where the parent(s) has
both earned and unearned inconme would apply 1n al
gituation& A final regulation has not been published to

ate.

Qther issues related to parent-to-child deem ng of incone
were raised by the public in response to the issues paper
which the SSI Mdernization Project published in the
FEDERAL REA STER on July 31, 1991. Peopl e conment ed t hat
unusual expenses incurred by parents for a disabled child
shoul d be deducted before deem ng the parents' incone to that
child. Exanples of such special expenses ranged from smaller
items, such as disposable diapers needed by a child who is
incontinent, to major investnents, such as structural changes
to a hone to accommbdate a child who uses a wheel chair.
Money spent on such itens is not available for the child's
food, clothing, and shelter needs.

Sone people also commented that certain types of incone
received by a parent who is no |longer able to work due to
disability or unenploynent should be treated as earned,
rat her than unearned, incone. Exanples nentioned of such
types of inconme are: unenpl oynent conpensation, workers'
conpensation, and disability and survivorship social
I nsurance benefits. It was stated that, despite a
substantial |oss in household incone, a child can actually
| ose entitlenent to SSI, and possibly Medicaid, when wages
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stop and these other benefits begin. The problem arises
because earned income is treated nore favorably than unearned
i ncone.

| ncone_from individually-held Indian trust |and. Nan
Federal statutes provide for the exclusion from income ©
paynments nade to nenbers of Indian tribes and groups. There
I's, however, no specific exclusion that a?plies to income
derived from individually held Indian trust I|ands.

Individually held Indian trust land is managed by the
Bureau of Indian Affairs for the benefit of individual [ndian
| andowners. It may generate inconme, typically from
agricultural leases. Indians receive a portion of the |ease
incone in proportion to the anount of |and they own.

The experts were told during the public neetings that the
SSI treatnment of this |ease income creates serious problens
for tribal elders because receipt of the inconme is virtually
al ways unpredictable and it may be received in 6 or
8 different nonths of the year. It was stated that the
program pays nonthly benefits based on estimtes of such
I ncome which (of necessity) are highly unreliable; this too
often leaves the tribal elders with little or no incone.

Experts' Discussion of Unearned |ncone |ssues:

The $20 nonthly general income exclusion. Several of the
experts cited the historical purpose of the general incone
exclusion: to reward beneficiaries who receive social
I nsurance benefits. Wthout such an exclusion, sone persons
who have worked and earned social security coverage woul d be
no better off than SSI recipients who have never worked.

Sonme experts questioned whether, w th an adequate Feder al
benefit standard, it would be appropriate to exclude a
significant amount of other incone and so lift SSI
beneficiaries with other incone significantly above the
benefit standard. These experts pointed out that the need
for a high general incone exclusion is greater while the
benefit standard remains |ow but dimnishes as the benefit
standard becones nore nearly adequate.

A nunber of experts said the cost of increasiq? t he
exclusion to one-seventh of the Federal benefit standard (the
ratio at the beginning of the progran) is prohibitively high,
at least in the early years as the higher benefit standard is
bei ng phased in. Most experts agreed that achieving the
hi gher benefit standard should take priority over an increase
in the general income exclusion.
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Several experts spoke in favor of restricting the
exclusion to unearned i ncone only. They agreed that this
change would sinplify the program | f acconpani ed by an
increase in the basic earned incone exclusion, the
ges%ticticw1 woul d not cause any recipient to |ose SS|

enefits.

One expert suggested a different sinplification: Repl ace
the general incone exclusion and the earned inconme exclusions
with a $200 exclusion for any conbination of earned and
unearned income. Exclude one-half of the bal ance: and index
the basic ($200) exclusion to the cost of l|iving, increasing
the exclusion when a change in the cost of living would raise
the exclusion by a $50 increnent.

Anot her expert suggested an immedi ate increase in the
exi sting exclusion to $30, to be followed by a phased-in
i ncrease to one-seventh of the benefit standard only after
the benefit standard reaches 120 percent of the poverty Iine.
A majority of the experts, however, expressed a preference
for a one-tine increase in the exclusion to $30, and
restricting it's application to unearned incone.

Interest and dividends. Many experts expressed the view
that the present requirenent to count very snmall amounts of
interest and dividends is undesirable. It discourages
beneficiaries who have only nodest anounts of savin?s, and it
adds unnecessary conplexity to the managenent of the SS|
program

However, the experts were concerned that a blanket
exclusion of all interest and dividends m ght be
I nappropriate in an SSI program with a significantly higher
limt on assets (see Part D). Such an exclusion would
benefit nost those with the highest assets. In view of this
concern, an expert suggested an annual exclusion of $200 of
interest and dividends; all additional interest and dividends
woul d be count ed. Most of the experts agreed wth this
suggestion.

Parent-to-child deem ng. Most of the experts said that
the present three fornulas shoul d be reduced to one. They
said that the current formula which is used when the parents
have both earned and unearned inconme should be used in al
cases, regardless of whether the inconme is earned, unearned,
or a mxture

A majority also believed that item zed special expenses of
t he disabled child should be deducted from parental incone
before incone is deemed to the child. This would recognize
the need for parents to be able to provide for special needs
directly related to the child s disabling condition. These
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experts also stated that incone received by a parent because
s/he is no longer able to work should be treated as earned
income so as to avoid a benefit decrease when inconme drops
substantial ly.

Individual Indian trust incone. One expert famliar with
the problens of SSI beneficiaries who are |Indians stated
that, because income fromindividually held trust |ands can
be very irregular and unpredictable, the |ease payments often
cause SSI overpaynents. The expert said that sonme |ndians
have given up on SSI because of frustration with these
over paynments over which they have little or no control.

The sane expert explained that proposed |egislation
(s. 754), which would provide a $4,000 annual exclusion of
income fromindividually held Indian trust lands, is intended
to protect the large majority of affected SSI beneficiaries
who receive this amount or |ess each year. Those few who
receive nmore than $4,000 per year would continue to have the
excess amount counted for SSI purposes.

Anot her expert froma State with a large Indian popul ation
said that, because many Indians [ive in communities wth non-
Indian SSI beneficiaries, an annual exclusion of $4,000 for
sone SSI beneficiaries mght be resented by those who mnust
rely on SSI alone. This exgert suggested, as a conprom se,
an annual exclusion of $2,000, since nobst inconme from
individually held Indian trust land totals |ess than $2,000
annually, and the Al aska Native Cdains Settlenent Act
provides for a simlar exclusion of up to $2,000 per year of
cash for certain A askan natives. The experts who supported
an exclusion preferred this $2,000 anount.

Recapi tul ation of Experts' Qpinions on Unearned | ncone:

Experts
Option Supporti ng

The $20 general nonthly incone excl usion:

1. Increase the exclusion to $30 but apply
the exclusion only to unearned incone. 16

Comment: One expert supporting this
option al so supports indexing the exclusion
for inflation by setting its val ue at
one-seventh of the Federal benefit standard
and rounding to the nearest multiple of $10.

A second expert supporting this option
al so supports such 1 ndexing, but prefers
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2.

that the value be rounded to the nearest
miltiple of $5.

Repl ace the general income exclusion and the

earned incone exclusions with a $200 excl usi on

for any conbination of earned and unearned
income. Also exclude one-half of the bal ance

I ndex the basic ($200) exclusion to the cost of

l'iving, increasing the exclusion when a
change in the cost of living would raise
t he exclusion by a $50 increnent.

I nterest and Divi dends:

1.

Exclude from incone an annual anmount of
$200 of interest and dividends. Count
any interest and dividends in excess

of this annual anount.

Comment:  One expert supporting this
option al so supgorts countinﬂ I nt erest
and di vi dends, ut only if the resource
limts are increased significantly or the
Federal benefit standard is increased at

| east to the poverty line.

Continue to count interest and divi dends,
as at present, regardless of the resource
[imt and Federal benefit standard.

Parent-to-child deem ng:

1. Adopt, for use in all parent-to-child deem ng

situations, the current fornmula used when the
parents have both earned and unearned incone.

Deduct item zed special expenses of the
di sabl ed child before deemng parental
income to the child.

In parent-to-child deemng, treat unearned
incone that is intended to replace a
parent's earnings (such as unenpl oynent
conpensation, workers' conpensation,

and disability and survivorship soci al

I nsurance benefits) as earned Incone.
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| ndi vidual Indian trust incone:

1. Exclude up to $2,000 per year per individual
of income derived from individually held
Indian trust |[and. 16

Conmment: One expert in favor of this

option also supports indexing the $2,000
anount to the cost of living and increasing
the exclusion when a change in the cost of
living woul d increase the exclusion by an
increnent of $500.

2. Continue to count all income derived
fromindividually held Indian trust |and. 1

c. | N-KIND SUPPORT AND MAI NTENANCE
Background I nformation:

One type of incone that the SSI program considers is "in-
kind support and maintenance." [In-kind support and
mai ntenance is not cash but is actual food, clothing, or
shelter that is given to a person or that the person receives
because soneone el se pays for it. Shelter neans room rent,
mortgage paynents, real property taxes, heating fuel, gas,
electricity, water, sewerage, and garbage collection
services. There are two rules for valuing in-kind support
and nai ntenance: the one-third reduction rule and the
presumed maxi num val ue rul e.

One-third reduction rule. The statute. provides for
reducing the SSI benefit rate by one-third instead of
determning the actual dollar value of itens received when
the individual or couple lives in another's household and
receives in-kind support and nmai ntenance from that person.
This has been interpreted to nean that a person in the
househol d of another nust receive both food and shelter from
others in the household before the one-third reduction can

apply.

An SSI claimant is not living in another person's
household if s/he owns, or has rental liability for, the
living quarters or is in a noninstitutional care arrangenent
such as foster or famly care. Such a claimant is not

subject to the one-third reduction.

An SSI claimant is not receiving both food and shelter
from anyone else in the household if s/he pays a pro rata
share of househol d operating expenses, lives in a househol d
in which all nenbers receive public assistance, or receives
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food or shelter (but not both). Therefore, such a claimant
Is not subject to the one-third reduction even if s/he |ives
i n anot her person% househol d.

r esuned. nmaxi mum _val.ue _gule. When an SSI cl ai mant
recéives food, clothing, or shelter (from soneone with whom
s/he lives or does not-live) but the one-third reduction rule
does not apply, the presuned nmaxi num value rule is used. The
val ue of any food, clothing, or shelter received is presuned
to be worth a maxi nrum of one-third the Federal benefit rate
plus the amount of the general income exclusion ($20). (This
value results in the same benefit which would be payable to a
person with no other incone and subject to the one-third
reduction.)

This amount is unearned inconme unless the presunmed maxi mum
value is higher than the actual value of the food, clothing,
or shelter received. In such a case, the actual anount
recei ved i s unearned incone.

Di scovering-in-kind suppart._ gnd mai.nt enance. When a
person appli'es for SSI, and periodically thereafter when
eligibility is redetermned, s/he nust answer nany persona
questions about her/his |iving arrangenents. These i ncl ude
questions about the househol d operating expenses, the nunber
and rel ationship of other household nmenpbers, and any help the
househol d nmay receive to nmeet expenses. Questions are also
asked of-- and statenents obtained from-other household
menbers, even though these other people may not be applying
for SSI benefits thensel ves.

Testinony received. Mny nenbers of the public provided
oral and witten statenents to the experts concerning the
adverse effects of the current program treatnent of in-kind
support and nai ntenance. Such testinony came from officials
of local governnment agencies as well as representatives of
private non-profit organizations and advocacy groups, and
reci pients thensel ves.

Many people reported that the progranis attenpts to
di scover, and assign a value to, in-kind assistance provided
to an SSI claimant are harsh and denmeaning, a disincentive to
famly nenbers hel ping each other, and in direct conflict
with other governnent prograns which encourage famly
I nvol venent .

Some said that the application of these provisions
di scourages caregiving by famly nenbers and use of housing
alternatives which are beneficial to the individual and to
smﬂetr. One person said, "The poorest and sickest of the
elderly live with poor famlies who assist in caring for
them." Another commented, "Informal caregiving provided by
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friends and relatives provides val uable assistance to the
elderly. It is estimated that relatives represent 84 percent
of all caregivers.. ..[The provisions] only serve to create
further financial hardship for the famly of the elderly or
di sabl ed and di scourages fam |y support....[and] encourages
institutionalization, which is a nuch nore expensive
alternative to hone caregiving."

It was stated that the pro-rata share analysis is
I nequitable since it assunes that all household nenbers
consunme or otherw se benefit from equal portions of the food
and shelter expenses of a househol d. This does not
necessarily correlate to the facts of any given househol d
situation.

A recipient conmented, "There are as many reasons as there
are people for having to live with [ss1]. No one expects
governnent to pay themto live in luxury...but it would be
nice to be able to accept a gift at Christnmas or on your
birthday wi thout having to report it and have the small check
you receive reduced because these things are considered 'in-
ki nd income.'"

Q hers stated that it is inequitable that in-kind supﬂort
provided by a nonprofit organization is not counted, but help
fromwithin a famly reduces the benefit. Sinmilarly, sone
stated that it is inequitable that those who receive public
housi ng are not charged with income because of it, but those
whose famly nenbers help wth housing costs receive a
benefit which is reduced because of that help.

Field office enployees reported that the process of
gathering information and decisionnmaking regarding the
exi stence and val ue of in-kind support and mai ntenance is one
of the nost conplex and time-consumng tasks they face. They
said that evaluating in-kind support and nal ntenance i3S
subj ective, and even experienced enployees have difficulty in

maki ng the necessary judgnents. They also viewed the
provisions as inequitable, time consuming to admnister, and
error prone. Sonme also said that it is difficult for

reci pients to understand why they are being charged the
determ ned anounts. Nearly all stated that an inordinate
anount of the tinme they spend processing SSI clains is
devoted to this area.

O her prograns. Q her incone nmaintenance prograns
supported by the Federal Governnment do not require that a
person's benefit be reduced due to the in-kind receipt of
food, clothing, or shelter. Wth respect to the Aid to
Famlies with Dependent Children program States have the
option of disregarding in-kind inconme which is not earned
I ncomne. Wiile there is no central data source on the natter
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it appears that nost States, in recognition of the difficulty
of valuing it, do disregard such incone.

The VA, with respect to its needs-based cash benefit
progranms, |ooks to the source and purpose of an in-kind gift.
| f the purpose of the gift is to provide basic sustenance
needs (e.g., food, clothing, and housing), it is not counted
as incone, even when received froma private party such as a
friend or relative.

Experts' Discussion of In-kind Support and Mintenance:

None of the experts who addressed this issue was satisfied
with the status quo. Each one favored sone nodification of
the in-kind support and mai ntenance rul es. Each al so said
that nodification of these rules should be one of the top
priorities.

Nearly all of the experts indicated that, as a result of
public testinony and discussions with field office staff, SSI
recipients, and others, the only option they felt they could
support was to elimnate counting in-kind support and
mai nt enance. They stated that efforts over the years to
clarify or change the rules on counting in-kind support and
mai nt enance have not succeeded, and have only nade the policy
nore confusing and troublesone to recipients and SSA
enpl oyees alike.

One expert stated that the proposal to elimnate counting
i n-kind support and nai ntenance would be too costly and, for
this reason, the Congress probably would not support such a
change to the(frogram This expert suggested that the better
approach woul d be to replace present rules for addressing in-
kind support and naintenance wth a provision for a
25 percent reduction in benefits for any person residing in a
househol d with another person who is an adult. The expert
al so favored including neasures which would protect current
reci pients against a benefit reduction due to the operation
of such a provision. This expert believed that this option
woul d result in program savings, and stated that such savings
should be used to inprove the SSI program rather than
reverting to the general budget. (For nore information, see
"additional Views" at the end of this report.)

Recapitul ati on of Experts' Qpinions on In-kind Support and
Mai nt enance:

Experts
Option Supporting
1. Elimnate consideration of in-kind support
and mai ntenance as incone. 17
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2. For new beneficiaries, elimnate
the current provisions regarding
I n-kind support and nai ntenance. The
benefit for a person living in a
household with another person who is
an adult (whether or not an SS
beneficiary) would be based on 75 percent
of the benefit for an individual |iving al one. ?

D.  RESOURCES
Background I nfornmation:

Resour ces. Eligibility with respect to resources is
determned based on a person's resources as of the first
nonent of each calendar nonth and the determnation is
applicable to the entire nonth.  Thus, erson is detern ned
to be resources eligible or ineligible ?o an entire nonth at

a tine.

| f countable resources (see below) do not exceed the
applicable limt, the person is resources eligible; there is
no effect on the anount of SSI paynents. I f countabl e
resources exceed the limt, the person is ineligible. A
basic prem se of the resources test is that people whose
resources exceed the applicable Iimt (currently $2,000 for
i ndi viduals and $3,000 for couples whether or not both
spouses are eligible) should use the excess to neet their
needs before becom ng eligible for SSI benefits.

Meani ng of resources. Resources are cash, other persona
property, and real property that an individual owns and has
the right to turn into cash to use for his/her own basic
needs of food, clothing, and shelter. Not everything a
person owns 1S a resource. =~ A person nmay own sonething that
s/ he does not have the right to turn’into cash or use for
basic needs. Such things are not resources for SSI purposes.

Certain statutory provisions of the SSI program are based
on a presunption that other people share fjnanci al
responsibility for an individual or couple. Thus, resources
of certain other people, particularly an ineligible spouse,
or ineligible parent of a child under age 18, are consi dered
to be resources of the individual. This is referred to as
"deeming Of resources" and is addressed further under
"Resources of an ineligible spouse or parent," bel ow

Excl udabl e and count abl e resources. The statute provides
that certain i1tens shall be excluded from resources when

determ ni ng whether an individual (or couple) neets the
applicable resource limt. These itens are referred to as
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"excludable" resources. This term applies to such things as

t he hone; househol d goods and personal effects; an essenti al
autonobile: burial spaces and burial funds: |ife insurance;
| unp sum retroactive paynents of SSI or social insurance
benefits (time-limted exclusions): property essential to
sel f-support; and resources set aside as part of a plan for
achi eving sel f-support.

Resources that are not excluded count against the
statutory limts and are referred to as "countable"
resources. Exanples of common types of countable resources
are cash, nonhome real property, checking and savings
accounts, tine deposits, stocks and bonds, and property
agreenents and property rights.

Reasgns fop resource. exclusions. The SSI statute and
regul ations ‘single out certain resources for special
treatment (excl usion). The idea behind the resource
exclusions is that certain property is so essential to one's
wel | -being (for exanple, the hone a person lives in) that its
owner should not be expected to sell it and use the cash to
neet day-to-day |iving expenses. In addition, certain funds
which are provided for, or set aside for, special purposes
are not counted in the SSI program (for exanple, noney paid
to avictimof a crime or set aside for burial expenses).

Areas Where | ssues Arise:

The resources linmts and exclusions. The origi nal
resources Iimts established by statute were $1,500 for an
i ndi vi dual and $2250 for a couple. These remai ned the sane
for 10 years. Ef fective January 1985, and in each of the
next 4 years, the limts were increased by $100 for an
i ndi vi dual and $150 for a couple. By January 1989, the
limts were $2,000/$3,000 and they have renai ned at these

| evel s

Questions frequently arise concerning what should be
regarded as a resource, particularly wth respect to trusts,
and transfers of resources at |ess than nmarket val ue.

Treatment of trusts. Money or other property in a trust
Is treated according to the basic rules concerning what is
a resource and which resources count. In order for a
trust fund to be considered a person's resource, the
person nust own the property in the trust and be legally
able to access the trust and use the noney for support.
|f the person cannot legally do so, the trust fund is not
considered to be a resource. These rules allow a third
Barty to set aside noney in any anount in a trust for the
enefit of an individual wthout it being counted as a
resource for that individual.
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Transfer of resources. [|f a person gives away sonething
s/he owns, or sells it for less than it is worth, there is
no effect on SSI eligibility. (Before July 1, 1988, if a
person gave away sonething or sold it for l'ess than it was
worth, the difference between the fair market value and
what the person received was counted under the SSI program
as the person's resource for 24 nonths.) However, the
Medi caid statute provides that if a person gives away a
resource or sells 1t for less than its value, s/he may not
be eligible for Medicaid-covered nursing home services for
up to 30 nonths fromthe tinme of the transfer.

~ During the public meetings, people said that the resources
limts are too | ow and keep people who are very needy from
receiving benefits. Sone pointed out that the limts prevent
people from being able to save suns sufficient to provide for
energencies (e.g., repair of a roof, replacement of a heater
or refrigerator, etc.). (Qhers said that the resource
exclusions lend conplexit to the program-those who
understand exclusions are able to nake optinmal use of the
rules to gain eligibility while those who have total
resources of equal or |esser value but do not understand (or
recei ve know edgabl e hel p) are resources ineligible.

Time-limted resources exclusions. Some resources are not
counted for a ITimted nunber of nonths, ranging from1l to
9 nonths. These tinme-limted exclusions give people extra
tinme to use the resources before they are counted toward the
SSI limt. Exanples of tine-limted exclusions are:
(a) retroactive paynents of SSI, and retirenent, survivors,
and/or disability social insurance paynents are excluded for
6 months: (b) paynents froma fund established by a State to
aid victins of crime, and certain relocation assistance
8rOVi?Fd by a State or |ocal governnent, are excluded for

mont hs.

Overpaynents due to excess resources. \Wen a person's
resources exceed the limit at the beginning of a nonth for
which s/he receives an SSI payment, the entirte benefit paid
for the nonth(s) represents an overpaynent. In such a
situation, if the individual requests waiver and is found to
be wthout fault in creating the overpaynent, recovery of a
portion of the overpaynent may be wai ved. However, the

erson nust repay an anount equal to (a) the difference
etween his/her total resources and the resources Iimt or
(b) the total overpaynent, whichever is |ess. An exception
applies in situations where the resources exceed the limt by
$50 or less. In such situations, the person does not have to
pay back any amount unless the failure to report the excess
resources in a tinely manner was willful and know ng.
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Resources of an ineligible spouse or parent. The val ue of
all countable resources of an ineligible spouse is added to
the value of the eligible individual's own countable
resour ces. As long as the total value of those resources
does not exceed the resource Iimt for a couple (currently
$3,000), the individual is resources eligible.

In general, if a child under age 18 lives in a househol d
with both parents, the value of all countable resources of
the parents which exceed the resources Iimt for a couple
(currently $3,000) is deenmed to be a resource of the child.
If only one parent is in the household, the value of all
count abl e resources of that parent which exceed the resources
limt for an individual (currently $2,000) is deened to be a
resource of the child. There is no provision for an
exclusion(s) for an ineligible child(ren) in the househol d.
(If there is nore than one SSI eligible child under age 18 in
t he household, the deened parental resources are divided
equal Iy anong the children.)

The child's countable resources include deened parental
resources in addition to his/her own resources. As | ong as
the child's total resources do not exceed the resource limt
for an individual, the child is resources eligible.

Experts' Discussion of Resources |ssues:
Resources limts and exclusions. Mst experts, affirmng

the views of nost public commenters, said that the resources
test needs to be changed.

During the course of their public neetings, the experts
were concerned with a total review of the asset test to
determ ne whether the test is useful, and if so, whether it
effectively and efficiently identifies those who are truly
needy. Various experts posed, for discussion purposes, a
variety of different approaches to the resources test. One
approach woul d have elimnated the test, creating incentives
to place resources in an incone producing node while
retaining rules which provide for counting the incone. Most
experts believed that this would open the program to
potential abuse.

Q her approaches were to increase the [imts to various
levels with alternatives as to whether current exclusions
woul d be retained. Some experts introduced, for discussion,
concerns over current programrules which: allow noney to be
set aside in trusts: ignore transfers of resources to others
for less than full value; and, in effect, create the need to
"pigeonhole™ resources in order to take full advantage of the
avai | abl e excl usi ons.
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Many experts said that increased resources limts are
needed in order to enable people to set noney aside to neet
ener genci es. Further, sone contended that current limts
make it i1npossible for people to save enough noney to
eventual |y achi eve independence from public assistance. They
believed that higher Iimts would inprove the potential for
people to do this.

The experts discussed what resources limts would be
appropriate, taking into consideration the estimated costs of
increasing the limts to various |evels, and possible trade-
offs between increases in the limts and elimnation of sone
current exclusions. A few experts expressed concern that the
elimnation of exclusions for such things as life insurance
and burial funds would mean that sone recipients would have
to dispose of assets in order to remain eligible to receive
SSI benefits. However other experts pointed out that
adequate increases in the limts wuld allow beneficiaries
with such currently excluded resources to keep them
El imnating specific exclusions while increasing the limts
woul d sinplify the program and provide people with greater
flexibility in their conservation and use of funds.

One expert comented that the need for increases in the
resources limts is overshadowed by the need for increased
benefit levels and, therefore, the resources limts should
remain as they are until benefits are nore nearly adequate.
Anot her expert said that the current limts inpose
restrictions on(feople whi ch cannot be ignored. This expert
stated it would be legitimate to consider sone trusts as
resources, but not those established by third parties in an
effort to provide beneficiaries with things which are not
consi dered to be incone.

A majority of the experts supported increasing the
resources limts to $7,000 for an individual and $10,500 for
a couple and sinplifying the resources test by streanlining
t he excl usi ons. The hone, an essential car, business
property essential for self-support, and househol d goods and
personal effects would (continue to) be excluded. All other
exclusions, including the exclusions for life insurance and
burial funds would be elimnated. Assets not readily
convertible to cash, such as real property, would not be
count ed. However, funds in a trust established with an
i ndividual's (or spouse's) own noney, and funds in a trust
established with judgnent paynments when the settlenment order
requi res that the funds be nade avail able for general needs,
woul d be counted as resources. The experts did not propose
changes to the SSI programregarding transfer of assets
recognizing that this 1s an issue nore for the Medicaid
programthan for SSI
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Several experts supported the streamlining of the
exclusions, as described above, but favored |arger increases
to the resources limts. They would set the limts at
$12,000 for an individual and $15,000 for a couple. Two nore
experts, while not objecting to increasing the resources
}jnit, believed that other priorities should be addressed

irst.

In general, nost experts supported increases in the
resources limts with streanlined exclusions. The experts
favored the above approaches over an oPtion to triple the
resources limt, wthout changing the exclusions. They said
that streanmlining the exclusions would renbve present
inequities (i.e., differences in how nuch people can retain
dependi ng on the manner of retention): and it would nake the
program easier for beneficiaries to understand and for SSA to
admnister. A majority of experts said that the change in
the resource limts, while streamlining the exclusions,
shoul d be one of the top priorities.

Anot her option considered was to set the resources limt
for a couple at an anount equal to twice the limt for an

individual. However nost experts did not choose to pursue
this. They also generally declined to support indexing the
resources limts for cost-of-living increases, in favor of
establishing new, higher limts and streamlining the

resources test. One expert stated that the resources limts
shoul d be reviewed again in 5-10 years follow ng an increase
to determ ne whether changes in the cost of living had
created a need for further increases in the limts.

Tine-limted resources exclusions. Mst experts concl uded
that 1t 1s reasonable to allow people tinme to di spose of
certain resources, and uniformtine limts would nake the
resources rules easier for the public to understand and
easier for field offices to admnister. For those exclusions
which have tine limts, they favored a limt of 12 nonths.

Treatnment of _excess resources. The experts discussed
concerns over the **notch** effect created by the present
resources eligibility test. That is, if resources exceed the
limt by as Iittle as one dollar, a person becones ineligible
to receive benefits. This can be troublesone in initia
clains as well as for people who are on the rolls. I n an
initial claim the person nmust spend down to becone eligible.
A person already receiving benefits can be renoved from
paynent status because of a change in resources which is
relatively small, such as interest added to a bank account.
Several experts spoke in favor of a sliding scale approach
such that resources in excess of the |limt would, on a
graduated basis, reduce the benefit amount (in nmuch the sane
way as countable income reduces the benefit amount). Mst of
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the experts believed that this would introduce a new
conplexity to the program and would be of Iimted val ue since
it would be so hard for beneficiaries to understand.

Most experts believed that they could alleviate the
Broblen1re|ated to ongoing eligibility of people on the rolls
y changing the nethod for calculating overpaynents that
result from excess resources. Under the favored policy
change, the anmount of an overpaynent resulting from excess
resources would not be greater than the maxi nrum anount by
whi ch the person's resources exceeded the resources limt.
This would renove the current onus on the beneficiary to
request and justify waiver of recovery of the excess anount.

Parent-to-child **deem ng" .of resources. Most experts
favored a policy change that would provide for a resources
exclusion for an ineligible child(ren) in the househol d,
along the lines of the current parent-to-child incone deemn
rul es. Under the favored approach, when the anobunt o
resources to be deened froma parent(s) to an eligible child
was determ ned, $2,000 for each ineligible child in the
househol d woul d be excl uded.

Recapi tul ati on of Experts' Opinions on Resources:

_ Experts
Option Supporting
Resources limts.
A Increasing the limts

1. Increase resources limts to $7,000 for
an individual and $10,500 for a couple
and sinplify the resources test by
stream ining the exclusions. The hone,
an essential car, business property
essential for self-support, and household
goods and personal eftrects would be
excluded. Al other exclusions (except
the time-limted exclusions) would be
elimnated. Funds in a trust established
with an individual's own noney, and funds
in a trust established wth judgnent
paynents when the settlenent order
requires that the funds be nmade avail able
for general needs, would be counted
as resources. 16

Comment:  One expert who supports
this option also favors increasing
the limt for a couple to an anount
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whi ch woul d be twice the limt for
an individual.

2. Increase resources limts to $12,000 for an
i ndi vi dual and $15,000 for a couple.
Stream ine the resources excl usions
as in option 1 above.

Comment: Two experts supporting this
option al so support option 1 above and
are included in that count.

3. Increase resources limts, establishing
reasonabl e | evels based on the funds
avai |l abl e and other priorities.

4. Do not change the resources limts until
the benefit levels are increased
significantly.

B. Indexing the resources limts.

1. Index new, higher resources limts to yearly
increases in the cost of |iving.

Conment: One expert who supports

this option also support(s? i ndexi ng
the current limts to yearly increases
in the cost of Iiving.

2. Index the resources limts to the cost of
living when a rise in the cost of living
woul d result in raising the resources limt
by an increment of $500.

Comment: One expert supporting this
option would support, as a second
choice, indexing the current limts to
yearly increases in the cost of living.
This expert, while favoring higher
limts, does not support indexing such
new higher limts.

Tinme-Li mted Resources Excl usions.

1. Change the current periods for the time-
limted exclusions to 12 nonths.

2. Keep the current periods for the
time-limted exclusions.
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Treat ment of Excess Resources.

1. Change the method for calculating
overpaynments that result from excess
resources. The anmpunt of an overpaynent
resulting from excess resources would not be
greater than the maxi mum amount that the

erson's resources exceeded the resources
imt.

2. Inplement a **sliding scale" approach
Resources over the limt would reduce SS
benefits in proportion to the anount of
excess resources, as opposed to across-the-
board ineligibility.

Coment:  The three experts supporting
this option al so support option 1 above
and are reflected in that count.

Parent-to-Child Deemng of Resources.

1. In deternmining the anmount of resources to
be deermed froma parent(s) to a child,
exclude $2,000 for each ineligible child
in the househol d.
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E.  OPTIONS PREFERRED BY A MAJORITY OF EXPERTS
SUMVARY AND COST ESTI MATES

In this chapter, the experts have nade it clear that a
majority favors the elimnation of in-kind support and
mai nt enance, including the reduction of benefits by one-third
when a beneficiary noves into the household of a famly or
friend: and a majority favors an increase in the anmount of
resources people can retain--from $2,000 for an individual
and $3,000 for a couple to $7,000 and $10, 500 respectively--
whil e stream ining the resources exclusions.

An el aboration of these and other views follows.

The $20 nonthly general income exclusion. A mgjority of
experts supports increasing the general "incone exclusion to
$30 and applying it only to unearned incone. These experts
believe that it will sinplify the programto apply this
exclusion only to unearned 1 ncone, and the option to increase
t he earned inconme exclusion (see Part C of Chapter V) wll
prevent any person from being di sadvantaged. These experts
al so believe that an initial increase in this exclusion wll
aneliorate the effects of inflation on the exclusion, but
further increases are not needed in view of the option to
increase the Federal benefit standard to 120 percent of the
[lrJ_overty guideline, as supported by a majority of experts.
hey stated that it is nore inportant to Increase the benefit
rate than to exclude additional amounts of income, since the
benefit increase will help those with the greatest need--
those with no other income.

Estimated Cost
(I'n mllions)

Fi scal SSI SSI Medi cai d
Year Program Admi nistrative Program
1993 $ 203 $ 150 $ 260
1994 303 370 935
1995 321 40 1,105
1996 338 30 1, 280
1997 355 30 1,475

* * % %k %

Interest and dividends. Most experts support excluding
from 1ncone an annual anpunt of $200 of interest and
di vi dends. This woul d encourage beneficiaries who have
modest savings, and it would sinplify adm nistration of the
program  The cost of this option would be [imted by the
$200 ceiling on the exclusion: the ceiling also avoids a
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potential problem of a blanket exclusion which would provide
the nost help to those with the highest assets.

Esti mat ed Cost
(I'n mllions)

Fi scal SSI SSI Medi cai d
Year Program Adm nistrative Proogram
1993 $ 3 None. . $ 5
1994 4 Negl i gi bl e 5
1995 5 None 5
1996 5 None 5
1997 5 None 5

* * * % *%

Parent-to-child deemng: incone formula. A mpjority of
experts supports the use of a single fornula in all parent-
to-child deeniug si tuations. The formula should be that
currently used wnhen the parents have both earned and unearned
income. This would avoid inequities which now occur due to
the use of other formulas in some situations. |t would al so
help to sinplify the program and nake it nore understandabl e
to the public.

Esti mat ed Cost
(In mllions)

Fi scal SsI SSI Medi cai d

Year Program Adm ni strative Pr ogr am

1993 $ 11 Negl i gi bl e Negl i gi bl e
1994 15 Negl i gi bl e Negl i gi bl e
1995 15 Negl i gi bl e Negl i gi bl e
1996 15 Negl i gi bl e Negl i gi bl e
1997 16 Negli gi bl e Negligi bl e

* % * * %

Parent-to-child deem ng: special expense deduction. A
majority of experts supports the option to deduct T1tTem zed
speci al expenses of a disabled child before deem ng parental
incone to the child. This would recognize that the parents
i ncur unusual expenses related to the child' s disability and
noney spent on such itens is not available for the child's
food, clothing, and shelter needs.
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Esti mat ed Cost
(In mlITions)

Fi scal SsI SSI Medi cai d

Year Proogr am Adm ni strative Program

1993 $ 10 Negl i gi bl e Negl i gi bl e
1994 15 Negli gi bl e Negl i gi bl e
1995 17 Negli gi bl e Negl i gi bl e
1996 18 Negl i gi bl e Negl i gi bl e
1997 20 Negl i gi bl e Negligi bl e

* % * % %

Parent-to-child deenming: new treatnent of certain incone.
A majority of experts supports a change in the treatnent of
certain types of inconme received by parents when they are no
| onger abie to work due to disability or unenployment.  Such
unearned i ncone (e.g., unenpl oynent  conpensati on, workers'
conpensation, and disability and survivorship social
I nsurance benefits) should be treated as earned incomne.

Esti mat ed Cost
(In mlITions)

Fi scal SSI SSI Medi cai d

Year Program Adm ni strative Program

1993 $ 18 Negl i gi bl e Negl i gi bl e
1994 27 Negl i gi bl e Negligi bl e
1995 29 Negl i gi bl e Negligi bl e
1996 32 Negl i gi bl e Negli gi bl e
1997 35 Negl i gi bl e Negligi bl e

* & * % %

| ndi vi dual Indian trust incone. Nearly all the experts
favor excluding up to $2,000 per year (per individual) of
i ncone derived fromindividually held Indian trust |and.
This woul d protect those who recelve small amounts of incone
from individually held trust lands on an irregular and
unpredi ct abl e schedul e. The anount protected would be
consistent wth a simlar exclusion of cash under the Al aska
Native Clains Settlement Act.
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Esti mated Cost
(In mllions)

Fi scal SSI SSI Medi cai d
Year Program Adm ni strative Program
All Negl i gi bl e Negl i gi bl e Negl i gi bl e

* * % % *

I n-kind Support and dhintenance. A majority of experts
supports, as a high priorrty, the elimnation of in-kind
support and mai ntenance from consideration as income. They
believe the current provisions are harsh, deneaning,
inequitable, an invasion of privacy, subject to manipulation,
and contrary to Pr|nC|pIes whi ch nost prograns endorse (e.g.,
support of the famly unit, encouragenent for voluntary
assistance, etc.). Additionally, they view the provisions as
inordinately conplex to admnister.” Mny past efforts to
ameliorate the problens have been unsucce$Ssful and, in some
cases, have added to the conplexities. Elimnation of in-
ki nd supﬁort and nai ntenance from consideration as incone is
one of the four top priorities of nost of the experts.

Esti mat ed Cost
(In mllions)

Fi scal SSI SSI Medi cai d
Year Program Adm ni strative Program
1993 $ 600 $ 60 $ 140
1994 1, 003. 170 510
1995 1, 066 4) 600
1996 1,122 ( 695
1997 1,178 ( 4) 805

* % % % *

~ Resource limts. A mjority of experts supports
i ncreasing tThe resource limts to $7,000 for an individual
and $10,500 for a couple, while elimnating nost of the
resource excl usions. The home, an essential car, business
property essential for self-support, and househol d goods and
personal effects would continue to be excluded. Assets not
readily convertible to cash, such as real property, would not
be counted. However, funds in a trust established with an
i ndividual's (or spouse's) own nnnaz, and funds in a trust
established with judgnent paynents when the settlenent order
requi res that the funds be nade avail able for general needs,
woul d be counted as resources.
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These experts see these changes as naking the program
sinpler and nore equitable. The increased resource limts,
with fewer exclusions, would nore efficiently and effectively
identify the truly needy anong persons who are aged, blind,
or disabled. Also, the increases in the resource limts
woul d be sufficient to assure that currently eligible persons
with resources which are excluded would not be nade
ineligible due to the elimnation of the exclusions. These
changes are anong the top four priorities of a majority of
the experts.

Esti mat ed Cost
(I'n mITr1ons)

Fi scal SsI SsI Medi cai d
Year Program Adm ni strative Program
1993 $ 55 $ 40 $ 75
1994 191 100 265
1995 215 10 315
1996 236 10 365
1997 257 10 420

x % * % *

Tioe-limted resource. exclusions. Nearly all of the
experts who expressed an opinion favor making all of the
time-linmted exclusions available for 12 nonths. This woul d
recogni ze that there are certain situations in which it is
reasonable to allow individuals tinme to dispose of certain
resources, and, at the sane tine, nake the program easier for
the public to understand and easier for field offices to
adm ni ster.

Esti mat ed Cost
(In mlTions)

Fi scal SSI 8sI _ Medi cai d
Year Proogram Adm ni strative Program
All Negl i gi bl e Negl i gi bl e Negl i gi bl e

* % * % *x

Treat ment of excess resaurces. Most experts support a
change I n the method for calculating overpaynents so that the
amount consi dered overpaid would never exceed the nmaximum
anount that the person's resources exceeded the resource
limt. This would alleviate an unreasonable effect of
current rules which require that a beneficiary request and
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justify waiver of an overpaynent anount in excess of the
anmount by which his/her resources exceeded the limt.

Esti mated Cost
(In mllions)

Fi scal SSI SSI Medi cai d

Year Program Adnmi nistrative Progr am

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

* % % % *

Parent-to-child deem ngof. resources. A mmjority of
experts supports a change fn regul ations governing deem ng of
resources froma parent to a child. The chan?e woul d provide
a resource allocation of $2,000 per ineligible child in the
household. This woul d reco%nize the parents' obligation to
provide for needs of other children in the household.

Estimated Cost
(In mllions)

Fi scal SSI 8s1 _ Medi cai d
Year Program Adm nistrative Proogram
1993 $ 7 Negl i gi bl e (a)
1994 11 Negl i gi bl e (a)
1995 12 Negl i gi bl e (a)
1996 13 Negl i gi bl e (a)
1997 14 Negl i gi bl e (a)

(a): Unable to estinate

* % % % %
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