
cc\ Roll-
THE WHITE HOUSE ' 

W A S H I N G T O N 

May 22, 1996 

MEMORANDUM FOR THE PRESIDENT 

FROM: Carol H. Rasco Q ^ f L ^ 
Assistant to the President for Domestic Policy 

SUBJECT: SSI and Transfer of Assets 

Your note (attached) asked about our response to GAO's report on transfer of assets under 
SSI. SSA has submitted legislation that would re-establish a transfer of asset restriction 
under SSI as GAO recommended. The legislation will be sent to Congress this week. 

An SSI transfer restriction was repealed by Congress in 1988, in part because it was 
considered arbitrary since it applied the same two-year restriction regardless of the value of 
the transferred resource. The current proposed restriction would make individuals transferring 
more valuable resources ineligible for SSI benefits for longer periods of time than those who 
transfer less valuable resources. 

SSA's estimate is that the 1988 elimination of the SSI transfer-of-resources restriction costs 
the SSI program $5 million armually. 



/ ) o V ^ ^ THE PRESIDENT Jfl̂ 4JEEN 
SOCIAL SEniRiTY AnMrpgyrP ATTr̂ v I ^^-KA^ 

GAO Report on Supplemental Security Income: On April 30 GAO released a 
report on "Supplemental Security Income (SSI): Sdme Recipients Transfer Valuable 
Assets to Qualify for Benefits". This report is a spinoff of an earlier GAO survey 
deaimg with fraud, waste and abuse in the SSI program. A recent GAO report found 
that resource transfers are increasing, recipients are transferring resources worth 
millions of dollars, and recipients are transferring resources while qualifying for 
millions of dollars in SSI and other benefits. 

4 \ that eliminating the SSI transfer of resource restriction has resulted in 
^ ^ P> / P"^'^ concluded that an SSI restriction, similar to the 

/ K i ^ I restriction, could save millions in SSI program expenditures by 
H^. nk^ delavme individuals'HfltA nf Aliô Kiî Kr fA,. u<>«.«:«.. Relaying individuals' date of eligibility for benefits. 

^AO recommends that Congress consider reinstating an SSI transfer-of-resource 
restriction. The restriction could be calculated in a way that takes into account the 
value of the resource transferred so that individuals transferring more valuable 
resources would be ineligible for SSI benefits for longer periods of time than those 
^ 0 transfer less valuable resources. 

Public Pension Reform Caucus of tlie U.S. House of Representatives: The Public 
Pension Reform Caucus has asked that Commissioner Chater meet with them on May 
14 to discuss the upcoming Advisory Council Report. The Caucus, formed 
approximately 18 months ago. is comprised of 20 Republican Members of Congress 
and mne conservative Democrats who favor privatizing the Social Security program 
Former Commissioner Dorcas R. Hardy also is scheduled to meet with this group the 
same day. The meeting is informal and not open to the press or the public. 

Custody Dispute: Sometime in the next several weeks. 60 Minutes may air a segment 
mvoivmg a custody dispute over two children receiving Social Security survivor's 
benefits. The children currently live with their stepmother in London, England, where 
she has been receiving Social Security checks on their behalf. The children had 
previously been removed from the natural mother's home in the United States 
following allegations of neglect. 

DEPARTMENT OF INTERIOW 

FY 96 Land Acquisition Projects: As required in the Interior section of the 
Ommbus Appropriations Act for 1996, Secretary Babbitt has submitted to Capital Hill 
his list of pnonties for 1996 land acquisition projects for the National Park Service, 
Fish and Wildlife Service, and Bureau of Land Management. The list totals $69 
million ofwhich $11 million is for various projects in California. He has included $1 
million to purchase properties from willing sellers to protect vistas surrounding Point 
Reyes National Seashore as recently announced in the Parks for Tomorrow initiative 
He has included $2.9 miUion for acquisitions for the Santa Monica Mountains National 
Recreauon Area. He has also included $1.7 million for a project in the Otay 
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SSI and Recipient Transfer of Resources 

Background 

Between 1981 and 1988, the law required SSA, in determining income eligibility for SSI, to 
count resource transfers as part of an applicants income for two years. In 1988, Congress 
repealed this provision, in part because they believed it to be arbitrary since it applied the 
same two-year restriction regardless of the value of the transferred resource. 

GAO Report 

At the request of Reps. Nancy Johnson and Clay Shaw, GAO conducted a review of the SSI 
program to determine: 1) how many SSI recipients are reporting transfer of resources and the 
type and value of the resources being transferred; and 2) what savings might be realized if 
Congress were to reinstate an SSI transfer-of-resources restriction. 

GAO found that: 1) resource transfers are increasing; 2) recipients are transferring resources 
worth millions of dollars; and 3) recipients are transferring resources while qualifying for 
millions of dollars in SSI and other benefits. 

A rough SSA estimate is that the elimination of the SSI transfer-of-resources restriction costs 
the SSI program $5 million annually. 

Recommendations to Congress 

GAO's report recommends that Congress consider reinstating an SSI transfer-of-resource 
restriction. GAO recommends that the restriction be similar to the Medicaid restriction and 
take into account the value of the resource transferred (i.e. so that individuals transferring 
more valuable resources would be ineligible for SSI benefits for longer periods of time than 
those who transfer less valuable resources). 

Administration Position 

SSA has drafted a proposal for establishing a transfer restriction and plans to include it in a 
technical bill to be submitted to Congress shortly. The SSA proposal would provide that 
people who, in order to become eligible for SSI benefits, dispose of their assets at less than 
fair market value in the 36-month period prior to filing applications, shall be ineligible for 
SSI benefits for a period of months equal to the number obtained by dividing the value of the 
disposed assets by the Federal Benefit Rate for an individual. 

[Note: Last fall's welfare reform proposal would have reinstated the restriction. At that 
point, in an attachment to a letter to Senator Roth, Commissioner Chater stated that SSA 
preferred that the provision be dropped because "experience has shown that individuals do not 
divest themselves of resources in order to obtain SSI." Today, they believe differently.] 



SOCIAL SECURITY ADMINISTRATION 
FISCAL YEAR 1996 LEGISLATIVE PROPOSAL 

Disposal of Assets 

Eatabli.qh Pon^lties Under the Supplemental .Secur: t-.y Tncome {221) 
Program To Be Applied When an Applicant or Recipient Has Disposed 
of Assets For Less Than Fair Market Value 

Current Law: Current law contains no p r o h i b i t i o n against an 
i n d i v i d u a l ' 3 t r a n s f e r r i n g some or a l l of his assets i n order t o 
gain e l i g i b i l i t y f o r SSI. There i s , however, a penalty i n the 
Medicaid program f o r such actions th a t provides f o r a p e r i o d of 
ine.l i g i b i 1 i t y f o r Medicaid-covered nursing home services, w i t h 
the p e r i o d of i n e l i g i b i l i t y t i e d to the value of the asset t h a t 
was trans:''erred. SSA must collec': i nformation on t r a n s f e r r e d 
assets and provide t h i s information t o the State Medicaid 
agencies. SSA must also p e r i o d i c a l l y provide a p p l i c a n t s and 
r e c i p i e n t s w i t h w r i t t e n notices e x p l a i n i n g the Medicaid t r a n s f e r 
penalty. 

Between March 1, 1981 and July 1, 1988, there was a p e n a l t y i n 
the SSI program f o r t r a n s f e r r i n g resources f o r less than f a i r 
market value. The uncompensated value of a resource t r a n s f e r r e d 
f o r less than f a i r market was included as part of the 
i n d i v i d u a l ' s resources f o r a 24-month period f o l l o w i n g the month 
of t r a n s f e r . Congress repealed t h i s p r o v i s i o n e f f e c t i v e J u l y 1, 
1988, i n p a r t becau.se they believed th a t the penalty was 
a r b i t r a r y , i n t h a t i t applied the same 24-month penalty 
regardless of the value of the t r a n s f e r r e d resource. 

Proposal: Provide t h a t applicants f o r SSI b e n e f i t s who, i n order 
t o become e l i g i b l e f o r SSI b e n e f i t s , disposed of t h e i r assets at 
less than f a i r market value i n the 36-month period preceding the 
f i l i n g of t h e i r a p p l i c a t i o n s , or el T g ^ i b l e " i n d i v i d u a l s who, i n 
order t o preserve t h e i r SSI e l i g i b i l i t y , at any time a f t e r 
e s t a b l i s h i n g e l i g i b i l i t y dispose of t h e i r assets at less than 
f a i r market value s h a l l be i n e l i g i b l e f o r SSI b e n e f i t s f o r a 
pe r i o d of months equal t o the number obtained by d i v i d i n g the 
uncompensated value of a l l disposed assets by the Federal B e n e f i t 
Rate f o r an i n d i v i d u a l i n force i n the month of a p p l i c a t i o n or, 
i f l a t e r , the month the t r a n s f e r occurred. 

Any t r a n s a c t i o n described above s h a l l be presumed t o have been 
f o r the puipo.'-je of e s t a b l i s h i n g e l i g i b i l i t y under the Act unless 
the i n d i v i d u a l (or spouse) furnishes convincing evidence t o 
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e s t a b l i s h t h a t the t r a n s f e r was e x c l u s i v e l y for some other 
purpose. 

Also authori.20 tho Commissioner to suspend a p p l i c a t i o n of the 
p r o v i s i o n f o r months when i t s imposition would cause undue 
hardship. 

Rationale: The proposal would support a basic SSI p r i n c i p l e ; 
t h a t i n d i v i d u a l s w i t h assets of t h e i r own should use those assets 
t o provide f o r t h e i r basic needs before seeking t o become 
e n t i t l e d t o p u b l i c l y funded assistance. Although instances of 
i n d i v i d u a l s d i v e s t i n g themselves of t h e i r assets t o gain or 
preserve SSI e l i g i b i l i t y may be rare, the proposal would act as a 
d e t e r r e n t t o anyone who might consider schemes to s h e l t e r assets 
by " g i v i n g them away" to r e l a t i v e s or f r i e n d s while s t i l l 
m a i n t a i n i i g access t o the funds. The proposal, by d i i ' e c t l y 
r e l a t i n g the length of the period of i n e l i g i b i l i t y t o the amount 
of resources disposed of without compensation, would support the 
idea t h a t an i n d i v i d u a l ' s assets should be used before SSI 
b e n e f i t s are made a v a i l a b l e to the i n d i v i d u a l . 

E s t a b l i s h i n g such a p r o v i s i o n i n SSI law would also improve 
p u b l i c confidence i n the program at a time when the p u b l i c 
p erception i s t h a t SSI b e n e f i t s are paid to people who do not 
need them. 

However, the law should not be so harsh as t o cause undue 
hardship t o i n d i v i d u a l s who may have disposed of assets without 
i n t e n d i n g t o become p u b l i c charges. There may be cases i n which 
i n d i v i d u a l s disposed of assets, b e l i e v i n g t h a t they had r e t a i n e d 
a s u f f i c i e n t amount of resources f o r t h e i r own support, but an 
unforeseen occurrence depleted those resources. Such i n d i v i d u a l s 
may have only SSI b e n e f i t s f o r t h e i r support. 

E f f e c t on B e n e f i c i a r i e s : Based on the number of cases r e f e r r e d 
to State Medicaid agencies under current law, we estimate t h a t 
fewer than 2,500 SSI b e n e f i c i a r i e s w i l l be a f f e c t e d by t h i s 
p r o v i s i o n . 

Federalism Impact: The p r o v i s i o n might provide small savings to 
the States i f i n d i v i d u a l s were found to be i n e l i g i b l e f o r SSI 
b e n e f i t s because of a t r a n s f e r of assets. 

Cost: (dollar.? i n m i l l i o n s ) 

PV 1996 FY 1997 FY 1998 FY 1999 FY 2QQQ 
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Program -5 -5 -5 -5 

Administrative -'' ~' '^' '•' 

Per.qonnel Requirements: 

Federal Work-years ••' ^' '-' 

E f f e c t i v e Date: E f f e c t i v e upon enactment. 

Contact Person: Judy L. Chesser, (410) 965-2386 

' Savings ot ii.-iui than S2 .5 m i l l i o n 

' Annual a i l m i n l f l t r a t i v e cost of I'CES than SI m i l l i o n and 20 work-years. 
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SOCIAL SECURITY ADMINISTRATION 
FISCAL YEAR 19 96 LEGISLATIVE PROPOSAL 

Counting of Assets Held i n Trusts as Resources 

Count as a Resource Under the Supplemental Security Income (SSI) 
Program Any Assets Contained i n a Trust 

Current Law: Current law contains no p r o v i s i o n regarding assets 
held i n t r u s t s and t h e i r treatment f o r resources purposes. The 
treatment of assets held i n crusts under SSI p o l i c y i s d e r i v e d 
fforrri;he"regu.Lat^3C^2l.":^^'t"ion of resources. Assets ĥ -'-̂  ^ 
trust'3xe__Qn.lY. resources t o th^~exterit t ' f i i t the SSI r e c i p i e n t 
could revoke the t r u s t and gain access to the assets or d i r e c t 
the use'of the^assets f o r his or her support or maintenance. 

Proposal: Provide th a t the resources of an i n d i v i d u a l , or the 
i n d i v i d u a l ' s spouse, s h a l l include the assets of any t r u s t , or 
s i m i l a r device, established wit h property belonging t o the 
i n d i v i d u a l (or spouse) or property t o which the i n d i v i d u a l i s 
e n t i t l e d but does not receive because of the establishment of the 
t r u s t by such i n d i v i d u a l (or spouse) or any i n d i v i d u a l or e n t i t y , 
i n c l u d i n g a court or adminstrative body, a c t i n g on h.-is behalf. 
Assets held i n such t r u s t s w i l l be resources t o the extent t h a t 
the t r u s t assets could be used f o r the b e n e f i t of the i n d i v i d u a l . 
This r e s u l t w i l l o b t a i n w i t h respect to revocable and i r r e v o c a b l e 
t r u s t s and without regard t o : the purposes f o r which the t r u s t i s 
est a b l i s h e d ; whether the trustees have or exercise any d i s c r e t i o n 
under the t r u s t ; any r e s t r i c t i o n s on when or whether 
d i s t r i b u t i o n s may be made from the t r u s t ; or any r e s t r i c t i o n s on 
the use of d i s t r i b u t i o n s from the t r u s t . 

Assets held i n t r u s t s established by t h i r d p a r t i e s , from such 
t h i r d p a r t i e s ' assets, f o r the b e n e f i t of SSI r e c i p i e n t s would 
not be counted as resources. However, deposits made t o such 
t r u s t s by the SSI r e c i p i e n t from his own funds would be counted 
as resources. 
An exception.would be made to provide t h a t t r u s t s e s t a b l i s h e d by 
or on behalf of c h i l d b e n e f i c i a r i e s who are members of the ZeblSY 
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class would not be counted as resources t o the extent t h a t the 
t r u s t i s comprised of Zebley r e t r o a c t i v e payments.' 

Rationale: The proposal would support a basic SSI p r i n c i p l e ; 
t hn t i n d i v i d u a l s wi.r.h a.̂ '̂ .̂ et.s of t h e i r own should u,':̂e v.fio.ne asset.? 
to provide f o r t h e i r basic needs before seeking to become 
e n t i t l e d t o p u b l i c l y funded assistance. 

I t would c o r r e c t an inadvertent flaw i n SSI p o l i c y by recognizing 
t h a t , i n the case of s e l f - s e t t l e d t r u s t s , the s e t t l o r i n 
e s t a b l i s h i n g the t r u s t i s exercising c o n t r o l over h i s assets i n a 
way t h a t places the burden of his support on the p u b l i c i n order 
t o preserve or extend h i s estate. 

The pr -posal also would thv.'art the current, prevalent p r a c t i c e of 
p r e c l u d i n g the use of t r u s t assets f o r basic needs such as f o r 
food, c l o t h i n g or s h e l t e r items or of making those assets 
a v a i l a b l e only f o r c e r t a i n goods or services th a t would not be 
considered income or resources f o r SSI purposes. 

E s t a b l i s h i n g such a p r o v i s i o n i n SSI law would also improve 
p u b l i c confidence i n the program at a time when the p u b l i c 
perception i s t h a t SSI b e n e f i t s are paid t o people who do not 
need them and would be s i m i l a r to a p r o v i s i o n i n the Medicaid 
program ( s e c t i o n 1917(d)). 

E f f e c t on B e n e f i c i a r i e s : The p r o v i s i o n would have no e f f e c t on 
any i n d i v i d u a l who i s the b e n e f i c i a r y of a t r u s t e s t a b l i s h e d 
p r i o r t o January 1, ] ̂  ' n o r on the approximately 
452,000 Zebley-claes cases. 

Federal i.qm Impact: No impact. 

Cost: ( d o l l a r s i n m i l l i o n s ) 

FY 1997 FY 1998 FY 1999 FY 2000 FY 2001 

Program -5 -5 -5 -5 

The zebiev cluas Lu n.flde up of a group of 452.000 c h i l d r e n whose diaribi 1 ir.y claims have 

been or may b'l reopened under the Zebiev court order. 

Savlnga o£ less than S2.5 m i l l i o n 
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Administrative •' 

Personnel Requirements: 

Federal Work-years ^' 

Effective Date: For trusts established on or after 
January 1, 1997. 

Contact Person: Judy L. Chesser, (410) 965-2386 

' Annual U'.lml n i .ir.rat 1 ve aavin^s of less than 31 m l l U o n and 20 work - yes r ; i . 
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MAY-15-1996 iO:03 TO: 144 

URGENT 
TO: 

FROM: 

OMB CONTACT: 

M. BROSTROM FROM:DADE, J. 
OFFICE OF MANAGEMENT AND BUDGET 

Washington, D.C. 20S034001 

6/16/96 
LEGISLATIVE REFERRAL MEMORANDUM 

P. 1/25 

FILE NO: 2302 

Total Page(s): 

Legislative Liaison 

Janet FORSOREN 

islfibution below: 

or) Assistant Director for Legislative Reference 

Melinda HASKINS 39&^3923 Le^slative Assistant's Line; 395-3923 
C=US. A=TELEMAIL. P=GOV*EOP, 0=OMB, OU1=LRD, S=HASKINS, G = M E L I N D A , I=D 

haskins_m®a1 .eop.gov 

SUBJECT: •REVISED" Sodai Security Administralion Proposed Draft Bill: Disposal 
of Assets To Gain Eligibilily for SSI 

URGENT 
D E A D L I N E : 4 PM Friday, May 17.1996 

In accordance wtth OMB Circular A-19, OMB requests the views of your agency on the above subject before 
advising on its relationship to the program of the Presidenl. 

Please advise us if this Item will affect direct spending or receipts for purposes of the 
"P«y-As-You-Go" provisions of Title XIII of the Omnibus Budget Reconciliation Act of 1990. 

COMMENTS: Please review the attached draft bill from SSA. Please note that this draft transmittal letter, 
section-by-section, and bill text replaces language that you have reviewed under separate cover -
(see LRMs 4390 and 4229). ^&^_has aslced for expedited clearaoce-Ofthls language. For this.. 
reason, if we do not hear from you, we will assume that you have no objection to the transmittal of 
this draft bill. 

AGENCIES: 

52-HHS - Sondra S. Wallace - 2026907760 
61-JUSTICE - Andrew Fois • 2025142141 
71.Nalional Council on Disability - Speed Davis • 2022722004 
76-National Economic Coundl • Sonyia Matthews - 2024562174 
89-OHice of Nalional Drug Control Policy • John Camevale - 2023956736 
118-TREASURY - Richard S. Carro • 2026221146 

EOP: 

Aplel_K 
/ Min_f i -
^ C a s s e 

Blount^ 
White_B 
Fontenot_K 
Green_R 
Filippone_D 
Smalligan_J 
Clendenin_B 
Miller^M 
Schwart2_K 
Haun_D 
Oliven_L 
T8ylor_W 
Berns1ein_M 
Seidman_E 
Brostrom_M 
Klein_J 
Jennings^C 
Fortuna D 
OMB-LA 
Murr 
Forsgren 



MAY-15-1396 10:03 TO:144 - M. BROSTROM FROM:DADE. J. P. v 

RESPONSE TO LRM NO: 4390 
LEGISLATIVE REFERRAL MEMORANDUM FILE NO: 2302 

If your response to this request for views is short (e.g., concur/no comment), we prefer that you respond by e-mail or 
by faxing us this response sheet. 
tf the response 1$ short and you prefer to call, please call the branch-wide line shown below (NOT the analyst's line) 
to leave a message with a legislative assistant. 

You may also respond by: 
(1) calling the analyst/attorney's direct line (you will be connected to voice mail if the analyst does not answer), or 
(2) sending us a memo or letter. 

Please Include the LRM number shown above, and the subject shown below. 

TO: Melinda HASKINS 395-3923 
Office of Management and Budgel 
Fax Number: 395-6148 
Branch-Wide Line (lo reach legislative assistant): 395-3923 

FROM: . (Date) 

^_ (Name) 

_ ^ (Agency) 

(Telephone) 

SUBJECT: "REVISED" Social Security Administralion Proposed Draft Bill: Disposal 
of Assets To Gain Eligibility for SSI 

The following is the response of our agency to your request for views on the above-caplioned subject: 

Concur 

No Objection 

No Comment 

See proposed edits on pages 

Other: 

FAX RETURN of ^ pages, attached to this response sheet 



•15-1996 10:03 TO:144 - M. BROSTROM FROM:DADE, 

DRAFT 
The Honorable Newt Gingrich 
Spoakez of the Houae 

of Representatives 
Washington, DC 20515 

Dear Mr. Speaker; 

Encloaed for the consideration of the Congreofi i ^^r.^rt 
b i l l "To amend the Social Security Act and related lciw;j to rxlc.-nd 
and amend demonstration project authority, make perfect.inq 
amendment.y related to tax withholding from Eocial Boin.ir.i.i.y 
benefits, 'nake a technical c l a r i f i ' - a t i o n in the e f f e c t i v e dale ul. 
tha denial of d i s a b i l i t y benefits to drug addirrs and n.l colioL ic«, 
make administrative improvements reepecting reports by ])r'\n:mr. 
and certain other i n s t i t u t i o n s , and address the t.reatmftnt ur\ci<̂ j 
the 3upplemenLal eecurity income program of the diapuoai ol 
resources for lees than f a i r market value." 

The d r a f t b i l l contains fi v e sections affecting Lhe .•jo-. 1 iJ 1 
security program or the supplemental security income pro-jrutii <•.'! 
both. The f i r e c three of che b i l l ' s sections are. eei:'v<-:.ivi 1 1 y rini'.-
senoitive. The f i n a l two sections, while not involvltuj r;i. o in ;.:<•) T-y 
deadlines, also warrant prompt consideration i n view oL Lhi.vit. 
importance to our e f f o r t s to ensure that benefits ar(> p^id undn 
these programs only to properly q u a l i f i e d i n d i v i d u a l . 

Our authority to conduct demonstration projectB i hu; i.fvM 
ways to encourage social security d i s a b i l i t y bt=;nef ic; i i i v . 
ret u r i to work w i l l expire on June :) of t h i s year un"l.e.:::r.; t.hi-
Congress acta to extend i t . Section 1 of the draft ivi.Jl w-Mi.i .i 
provide permanent authority to conduct demonstration p r o ; ] t r . 
designed to promote the objectives or f a c i l i t a t e thr 
administriAt ion of the eocial security program, and con«oi idai c i t 
with the authority for demonstration projects under r:h<̂ . 
supplemental security income program. 

Amendments to the internal Revenue Code of 1986 'nadt.- by t.-'ne 
Uruguay Round Agreemente Act contemplated that, commciiciiin 
January 1, 1557, the Social Security Administration would 
commence tax withholding from benefit payments at the f.-equi.-::;-.! <'>̂  
beneficiaries. Section 2 of the draft b i l l contains: •i pci:l.t,ri iny 
amendment respecting t h i s provision that i s enaentia] in c;rdcr 
for the agency to o f f e r t h i s service. 

Section 3 contains a technical c l a r i f i c a t i o n to the . 
e f f e c t i v e date of the recently enacted provision denyin.j 
d i s a b i l i t y benefits to drug addicts and alcoholics tli.-jt, i c 
important to cur ongoing e f f o r t s to implement ilii.M [Jr ov i;11 i . 
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Section 4 proposes administrative improvemente respecting 
reports by i n s t i t u t i o n s concerning th e i r inmates that:, are 
designed to promote our timely effectuation of the provisioriB 
requiring the stoppage of benefits to prisonerG and s i m i l a r l y 
affected individuals. 

Section 5 proposes i n s t i t u t i o n of a new penalty against 
individuals who transfer resources in order to gam or retain 
e l i g i b i l i t y under the supplemental security income program. 
Individuals with .the means to provide for t h e i r own needs should 
not be allowed, at the public's expense, to transfer resourcea at 
loss than f a i r market value. 

We urge the Congress to give the enclosed draft b i l l i t s 
prompt and favorable consideration. An enclosure, to t h i s l e t t e r 
explains the b i l l ' s provisions in greater d e t a i l . 

We are advised by the Office of Management and Budget that 
there i s no objection to the submission of t h i s draft b i l l to the 
Congress, and that i t s enactment would be in accord with the 
program of the President. 

Sincerely, 

S h i r i e y S. Chater 
Commie8ioncr 

of Social Security 

Enclosures 
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ttHAFT 
SECTION-BY'SECTION SUMMARY 

Detnonstration PrQ:iectB.. 
Under authority set to expire on June 9, 1996, the 

Commissioner may i n i t i a t e experiments and demonstration projecte 
to test way& to encourage social security d i s a b i l i t y insurance 
beneficiaries to return to work, and may waive compliance with 
certain benefit requirements in connection with these projects. 
Current law also provides the Commissioner with permanent 
authority to conduct experimental, p i l o t , or demonBLraLion 
projects that are l i k e l y to promote the objectives, or f a c i l i t a t e 
the administration, of the supplemental security income program. 

Section 1 would consolidate, expand, and make permanent t)ic 
authority for the conduct of experimental, p i l o t , or 
demonct rat •• on projecte that promot the objectives or t a c i l i t a t e 
the administration of the social security or thft Rupplemental 
security income program. 

Perfecting Amendments Related to Tax Withholding from Social 
g«g(;ru;plty Benefits. 

The Uruguay Round Agreements Act contained an amendment to 
the tax code to authorize tax withholding from noci.al eecurity \̂  
benefits (as well as certain other payments) made after December \ 
.31, 1996, upon the e x p l i c i t request of the per.son e n t i t l e d to the 
payment. The amendment f a i l e d to override the Social Security 
Act provision that prohibits the aaaignment of benefits and to 
authorize funding to cover the Social Security Administration's 
costs i n administering the new provision. 

The amendments made by section 2 would remedy these 
obstacles to timely effectuation of the tax withholding 
p r o v i s i o n . Subsection (a) would provide t h a t the Social Security 
Act's anti-assignment p r o v i s i o n does not apply to the w i t h h o l d i n g 
of taxe.'? at the request of the beneficiary. Subsection (b) would 
authorize an annual appropriation to the Federal Old-Age and 
Survivors Insurance Trust Fund and the Federal D i s a b i l i t y 
Insurance Trust Fund of such sums as may bo necessary to carry 
out the tax withholding provision. 

PRrfectina Amendments Wi.t.h Respect to the Effective Date of the 
penlal of D i a a b i l i t y Benefits to Drug Addicts and Alcoholics. 

Public Law 104-121 contained, inter a l i a , amcndmerits to the 
social eecurity and supplemental security income d i s a b i l i t y 
programs providing that no individual could be considered to be 
disabled i l alcoholism or drug addiction would othorwiae be a 
contributip.g factor material to the determination of d i s a b i l i t y . 
The e f f e c t i v e date of the amendments provided that they applied 
to anyone whose claim was f i n a l l y adjudicated by the Comm.i i one r 
on or a f t e r March 29, 1996, the date of the cnactmont of the new 
law; i n the case of anyone whose claim had been fina.l.ly 
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adjudicated before such date, the amendments would apply 
commencing w i t h b e n e f i t s f o r months beginning on or a t t e i Juuuai.y 
1, 1997. 

Section 3 of the d r a f t b i l l contains amendments f.h.-nt: i v b i i i i y 
the meaning of the term " f i n a l a d j u d i c a t i o n " as i t i n u^:'^(l in the 
e f f e c t i v e date of tho new law denying d i s a b i l i t y ben^^i i i r . linjijj 
a ddicts and a l c o h o l i c s . These amendments address th'-^ ami > i ĉ u 11. y 
t h a t would otherwise e x i s t i n the a p p l i c a t i o n of the n t t c c t i v : 
date to cases i n which, on March 29, 1996, there isi pending 
review ( e i t h e r admini.strative or j u d i c i a l ) ot the Comm j U>rifr'.r ' n 
d e nial of a claim or the Commissioner's implementation o i LI .cuurL 
remand order or r e a d j u d i c a t i o n pursuant t o r e l i e f i n c'^ft^r: 
a c t i o n . At leas t one court has already concluded th.:ji:. i t (.-cjri 
award b e n e f i t s through January 1, ISS'', because the 
Commissioner's decision denying b e n e f i t s i n the cace wau i.'.i.':iwed 
before March 29. 

Ad m i n i s t r a t i v e Improve.menLs Respecting Reports bv Prison."^, ar.d 
Certain Other I n s t i t u t i o n s , 

Under current law, s o c i a l s e c u r i t y benefit.^ are r,ct pi..y.ibiii' 
t o an i n d i v i d u a l f o r any month during which the indi.v Lclun 1 .i 
confined i n a penal i n s t i t u t i o n pursuant t o c o n v i c t i o n i'.u 
offense punishable by imprisonment f o r more than one yr.^i o i i.y 
confined by court order i n an i n s t i t u t i o n at pu b l i c »sxpeii:;H in 
connection w i t h a v e r d i c t or f i n d i n g t l i a t the i n d i v i d u a l i.'s 
g u i l t y but insane, not g u i l t y by reason ot i n s a n i t y , i nciompti'.tent 
to ctand t r i a l , or a s i m i l a r v e r d i c t or f i n d i n g battK.i <ui Nimii. rjj-
f a c t o r s w i t h respect to a c r i m i n a l offense so punish.ibi'.'. 

Current law w i t h respect to the supplemental wecu>. .i.i.y .ir:coine 
(SSI) program provides, subject to m u l t i p l e exceptions, Dial Gfil 
b e n e f i t s are not payable w i t h respect t o any month thro\;gl-iout 
which an otherwise e l i g i b l e i n d i v i d u a l i s an inmate of a p i i h l i c 
I n s t i t u t i o n . None of the exceptions apply t o prisoners o i oihr-.r-
i n d i v i d u a l s confined at p u b l i c expense i n connection w i t t i a 
c r i m i n a l offense. 

Current law requires f e d e r a l , s t a t e , and l o c a l rtyieii'..i •>.-'; to 
make a v a i l a b l e , upon the w r i t t e n request of the Commj..'.'iiii(.)i','-.M C'f 
Social. S e c i i r i t y , the name and socia l s e c u r i t y account n\imbrr 
(SSN) of any i n d i v i d u a l confined as a r e s u l t of a c<:>nv i ivi. i oii (or 
other f i n d i n g r e l a t e d t o the I n d i v i d u a l ' s mental compe.L(.MiLir.:) in 
connection w i t h a crime punishable by imprisonment fo)- more than 
one year. The law does not specify how fre q u e n t l y i nr;;i.. i i.wt i on.s 
must re p o r t to the Commissioner, or impose pcnnJ.tiefi l o i i.-tilur-: 
t o comply w i t h the Commissioner's request f o r i nf ormrii. 1 o; i. Any 
inf o r m a t i o n furnished by an i n s t i t u t i o n i n automated TOMH i 
••jubject t o the special requirements of the Priv;^cy Ac.-:, .-j}-;)-)! i cablr^ 
to computer matching programs, incl u d i n g requirement:H i o r varioa.-i 
p u b l i c not.i.ces, and a w r i t t e n agreement between che pr-i7 r-i,-s t 'n,:,r 
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:ty 
must be approved hy the Social Security Administration' 
i n t e g r i t y Board and re-executed with f u l l approval-j ..-v̂  
30 months. 

The amendments made by subsection (a) of section /l ?ii 
intended to promote the timely effectuation of the pv,:K:„u., 
iSnpayment pi-ovisions by authorizing the Commissionei i o catc. 
?n?o ^^reem.ent8 with w i l l i n g r,tate and local .inst ir.ut. r-n.. undp 
wMch ?he. commissioner would pay the i n s t i t u t i o n $400 u, .:..h 
repoSrt of a newly admitted inmate who is a social cecu . y ..ST 
beneficiary whose benefits are subject to nonpayment .ho 
report is made within 30 days of the inmate's admission r . he 
i n s t i t u t i o n , or $200 i f the report is made between 3.i. ..n : .() <Uy. 
foUowina such inmate's admission. The amendments f̂ -̂̂ '-'/'V , 
eSisection (a) would be temporary M.hrough 2001) eo t h,, r.u..U 
effectiveness could be analyzed before they became pcrmun^iu . 

The amendments made by subsection (b) provide tV.^t rh^ 
Privacy Act would not apply to the agreements with t h -
i n s t i t u t i o n s or to the information provided under thnm. Tl.-
Bpecific purpose of the prisoner nonpayment provioion.s. •:*>•. w-.n 
as the general interests of .economy and efficiency xr. prcn̂ .a:;! 
administration, are served by promoting the use of autorr.ation in 
the exchange of data required by those provisions :.nc. th.ro 
are i n execs, of 3, SOO state and local penal ms 11L ui ..n: •, Mu-
application of the Privacy Act's procedural requirement.^, 
computer matchinq agreements between the Commissioner u.-id i 
i n s t i t u u o n s would impose an excessively costly adminiatv^t 
burden that could hamper administration of the prioonf^r 
nonpayment provisions. The other provisions of the L'rivacy Act 
prohib i t i n g the taking of any adverse action with respccr ro n 
federal benefit as a result of information rrom a matdr,.,.! 
program without v e r i f y i n g the information, and cstobi i ̂.b.u.q 
proledures for protecting the c o n f i d e n t i a l i t y of the mfoLmar.lor.. 
provide few pafeguards beyond those already followed bv i ho 
Social Security Administration pursuant to the Sociai ^'^'^''^'•Y 
Act and related laws, and the regulations promulgated under them. 

Section 4 additionally would require the Commissioner to 
provide the Congress by October 1, 1998, with l i s t s of those 
institut-iono complying with the reporting requirements of cu.-rent 
law and those which are not. 

Disposal ^^esourc?? f " ^ LSBB than Fair MftrHct. Vrtlv>r-

Current law contains no prohibition against the t ranv.|c.r by 

V.Ct 

t hoiTt.' 

gain e l i g i b i l i t y for supplemental security income (,.v\-.l) l» 
(Between" 1961 and 1988 a penalty did apply to such t ran.sicr.v ; 
the uncompH.neated value of the transferred resource wa.s included 
in the individual's resources for a 24-month period fcllowing the 
month of transfer. Congress repealed t h i s provision, m parr. 

i i i d i v l d u a l of acme or a l l of his or her assets \\\ orUr. •. (. 
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because of i t s arbitrariness in applying the same 24-month 
penalty regardlee.*; of the uncompensated value of the u-nnoJ t ve-n 
resource.) 

The amendment made by section 5 would i n s t i t u t e a new 
penalty for ouch transfers that is t a i l o r e d to the ma^nitud.. ol 
the transaction. Specifically, any individual who i . - r l o r to 
become e l i g i b l e for SSI benefits or to preserve such e i x ' u b i i i . y , 
disposec oiF appets at less than f a i r market value nh ^ l l be 
i n e l i g i b l e for such benefits for a period of months equ.-ii to the 
number obtained by dividing the uncompensated value ot lhe 
transferred assets by the federal benefit rate in forc:e ^u the 
month of application or, i f la t e r , the month of the t .-.m̂; ff. r. 

The penalty would not apply in any case i n which the 
Commissioner determines that the individual intended to d,sp'.->̂;e 
of the resources at f a i r marke'. value, the t r a r - f e r oecuirci ic = r 
a purpose other than to qualify for SSI benefits, the tr.nn.-.rcried 
assets have been returned to the individual, or the de.iur-ii <-,t 
e l i g i b i l i t y would work an undue hardship on the i n d i v i d u a l . 

,'0 c. 
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A B I L L 

To amend the Social Security Act and r e l a t e d laws to cxiend aii'.l 

amend demonstration p r o j e c t a u t h o r i t y , make perfefir. Inq amr--n',-jmt-̂ .nts 

r e l a t e d t o tax withholding from soc i a l s e c u r i t y benetitc^, itialo'. .1 

t e c ) i n i c a l c l a r i f i c a t i o n i n the e f f e c t i v e date of the d':fii . i l of 

d i f s a b i l i t y b e n e f i t s to drug addicts and a l c o h o l i c s , m;-ik<̂  

a d m i n i s t r a t i v e improvements respecting reports by priKons and 

c e r t a i n other i n s t i t u t i o n s , and address the treatment umior l.iifr 

eupplc^nental s e c u r i t y income pvogram of the disposal or venonrcct; 

f o r less than f a i r market value. 

Be i r enacted by tha.Senate and Hoube of Represf.utaUy.'.;.'r_^ 

the United Slates of Ame.rica i n Conqrea.s,.asBembled, 

SECTION 1. DEMONSTRATION PROJECTS. 

(a) In General.--Section 1110 of the Social Securi Ly Aei. I 

amended - -

(1) i n the t i t l e , by s t r i k i n g "OR" and i n s e r t in^j "AMD" ; 

(2) by st. r i k i n g " ( a ) ( 1 ) " and i n s e r t i n g "(a) i:oop'.M-..:i'.. 1 ve 

Re«e.3rch . - - (1) "; and 

(3) by amending subsection (b) to read aR follow.*;:. 

"(b) Demonstration Projects. 

"(1) I n general.--The Commissioner of Sociai .9oeuf i.ty 

i s authorized to carry out any experimental, p i l o t ; , cr 

demonstration p r o j e c t t h a t , i n the Commissioner's ] uagrr.eiii.., 

i f i ]. i k e l y to ass i s t i n promoting the ob j e c t i v e s or 

f a c i l i t a t i n g the adm i n i s t r a t i o n of t i t l e I I or t i l l ' : ; XVI '̂ f̂ 

t h i s Act. 

"(2) Waiver and other special author! t y T ;̂  cjrd r..̂  
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permit a thorough evaluation of any a l t e r n a t i v e tv:-. it;q 

considered i n any p r o j e c t c a r r i e d out under t h i e 

Bub.sect ion- -

"(A) the Commissioner i s authorized--

" ( i ) to waive any of tha requireiT>.'->nt , 

conditions, or l i m i t a t i o n s of t i t l e TT OL t i i . l ' ^ ^ 

XVI (or to waive them only f o r s p e c i f i e d 

purposes), and 

" ( i i ) to impose a d d i t i o n a l r e q u i i •-tneni ;<, 

conditions, or l i m i t a t i o n s respecting benp.fi 

payable under, or the a d m i n i s t r a t i o n ol:, 3ucr. 

t i t l e s ; and 

"(B) the Secretary of Health and Human .̂ ,erv i cer,, 

upon the request of the CommiBsioner, i s authorized'-

" ( i ) to waive any of the requ iremetiL , 

conditions, or 1 ̂ '-.in at ions of t i t l e XVV 11 or t i t l e 

XIX (or to waive them only f o r s p e c i f i e d 

purposes), and 

" ( i i ) to impose a d d i t i o n a l requirement.^, 

conditions, or l i m i t a t i o n s respecting medieai. 

assistance under such t i t l e s , 

i n connection w i t h any p r o j e c t t o promote t.he 

o b j e c t i v e s or f a c i l i t a t e the a d m i n i e t r s t i o n o i t i t l e IT 

or t i t l e XVI. 

"(3) L i m i t a t i o n on SSI pro j ects . - - Wi t h re-OF-"--'-' '•<' 

p a r t i c i p a t i o n of r e c i p i e n t s of supplemental sceurii:y income 
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benefits payable under t i t l e xvi in any project wrui^.r thi.s 

Bubsecii on - -

"(A) the Commissioner i.'^ not authorized i'.' <..ai;ry 

out any project that would result in a sub;.-i. ..ini. i .j 1 

reduction i n any individual's t o t a l income >ind 

reeourcea as a result of the individual's pari ici p ^ i i i on 

in the project; 

"(B) the Commissioriftr may not requi'-e. r-)ny 

individual to participate in a project, and the 

Commissioner shall assure that--

" ( i ) the voluntary p a r t i c i p a t i o n oL o..i(.:ii 

individual i n a project i s evidenced i h l Oii.:)!-. 

infornied written consent; and 

" ( i i ) any individual's voluntary ay reemi-'nt to 

participate in a project may b-̂; revoked by t. lie 

individual at any time; and 

"(C) the Commissioner shall, to tlie ex'.t^'ii 

feasible and appropriate, include recipienL:.; who a le 

under age 18 as well as adult recipients. 

"(4) Grants and Contracts.--Tlie Com.miesionei -.̂..ly wuHk*̂. 

grants tc, and enter into contracts with, any ageney, 

organization, or other e n t i t y , for the purpo.'5e of ar;.si3tin9 

the Commissioner I n c a r r y i n g out any p r o j e c t under thixy 

eub.sr.c:t i o n . 
" ( 5 ) Coat a l l o c a t i o n . - -

"(A) OASDI and SSI p r o j e c t s .--Ar.y cofji.r; f o r 
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be n e f i t s under or admi n i s t r a t i o n of any prc.-ie.c-i 

autliorized by t h i s subsection (including plcu•:Mln̂ ;̂ , 

r'eviewjng, or evaluating a p r o j e c t ) in eACcf.-r; ̂ 1 llifvi<-

t h a t would have been incurred without regard t.c, the. 

p r o j e c t , e l i a l l be met by the Commissioner 11 oni amounts 

av a i l a b l e Cor t h i e purpose from the Federal 0.id-Age 

Survivors Insurance Trust Fund, the Federal Di.'..ibility 

Insurance Trust Fund, c-̂  appropriations radf^ if.) f.:ari:y 

out t i t l e XVI, aa appropriate. 

"(B) Coordinated projects.--The coct o l atiy i.̂ ueh 

p r o j e c t t h a t i s c a r r i e d out i n coordination w i t h or-

more r e l a t e d p r o j e c t s , including p r o j e c t e rii.ji. )i<M i-.'.i:--] 

under other t i t l e s of t h i s Act, s h a l l be al Jocarr^td 

among the Trust Funds involved and the appjoj.u ia'. ion;.: 

a v a i l a b l e f o r such pr o j e c t s i n a manner deteiminc^d by 

the Commissioner wit h respect t o the old-age, 

s u r v i v o r s , and d i s a b i l i t y insurance programs.: undr,.j-

t i t l e I I and the supplemental s e c u r i t y : iiconie pi oqr.jm 

under t i t l e XVI, and by the Secretary w i t h i-cMpeet to 

other t i t l e s of t h i e Act, taking i n t o consider.it i on t:he 

programs (or types of benefits) t o which the p r o j e c t 

(or part of a pr o j e c t ) i s most c l o s e l y r e l a t e d o'r whicli 

the p r o j e c t (or part of a pro j e c t ) i s intRnde(i r..~, 

b e n e f i t . 

"(C) Reimbursement of State costs.--

" ( i ) I f , i n order to carry out a p7o-;f'(-.* r.o 
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promote Ch. objectives or f . c i U t a t c r.h..-

admnlatration of titl« XVI, t h . Ccm™i.«.o--

requests a St.te to maKe Bupple.eatary p.V 

the Commieaioner them pursu.,.ir l o 

agreement under section 16U of t h i . A<.t ov 

section 212(b) public Lav 93-66, to i„..v,du..i. 

^•„^y.'^ therefor, the Commisjionev who are not elig*bi.e tnereiot, 
^ -,,̂•.̂Y.̂T̂r• i a( '•d t(", c;'iri y " ( I ) frc:n amounts appropr l a t ..u 

out t i t l e XVI, shall reimburse .uch Slate for 

V,,, ,jH-,ch the cost of t̂ '.ich pnymcntB the amount by which tne co.^ 

exceeds the cost that the State would 

otherwise have incurred in the ab.v̂ ne... el 

such request, and 

.^(11) shall waive any admi n I et tat 1 ve fee 

Chat would otherwise be required by .action 

16U(d] in the case of a eupplcmenu.ry 

payment made at the Commissionct'^ " 

an i n e l i g i b l e individual. 

M i i ) I f . in order to carry out a projnct 

under thie subsection, the Secretary (pv^rev.ar.t to 

a request of the Commissioner) reque^^tr. a .State to 

provide medical assistance under i t . pl.n approved 

under t i t l e XIX to individuals who are nut 

e l i g i b l e therefore, or i n amountr. or und^f 

circumstances ir. which the State doc. noi provide 

euch medical assistance, the Secretary sh.^li 
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reimburse such State f o r the non-federal .share of 

such assistance from amounts appropriated t o cai'ry 

out t i t l e XVI, which s h a l l be provided by the 

Commissioner to the Secretary f o r t h i e purpose.". 

(b) Conformi ng Amendment.--Section 201 (k) of sucli Act i s 

amended by s t r i k i n g "experiments and demonstration p r o j e c t e under 

SGction .^j05(a) of the Social Security D i s a b i l i t y Amendments of 

1980" and i n s e r t i n g "experimental, p i l o t , or demonstration 

p r o j e c t s respecting t h i s t i t l e that are conducted puxuuant to 

section 1110(b;", 

(c) Repeal .--Section 505 of the Social Security Di ̂ âb i. 1 .i t y 

Amendments of 1980 i s repealed, 

SEC. 2. PERFECTING AMENDMENTS RELATED TO TAX WITHHOl.DTNG FROM 
SOCIAL SECURITY BENEFITS. 

(a) Tnappl i cabi I i t y of A.g3ignment P r o h i b i t i o n .--Section 207 

of the Social Security Act i s amended by adding at the end a new 

subsection as f o l l o w s : 

" (c) Thi.f: .section s h a l l not be construed to p r o h i b i t 

w i t h h o l d i n g taxes from any be n e f i t under t h i s t i t l e provided that 

iJuch w i t h h o l d i n g i s done pursuant to a request made i n accordance 

w i t h s e c t i o n 340P(p)(l) of the I n t e r n a l Revenue Code of 1986 by 

the person e n t i t l e d to such b e n e f i t . " . 

(b) A u t h o r i z a t i o n of Appropr i a t ion.=̂ . --Sect i on ?.n\ of n»uch 

Act i s amended by adding at the end a new subsection as f o l l o w s : 

" (n) There are authorized to be appropriated t o t}ie Federal 

Old-Age and Surv.ivors Insurance Trust Fund and the Federal 

D i s a b i l i t y Insurance Trust Fund f o r f i s c a l yeai 1997 and coich 
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. . c . r e . t c r .uc . eum. . m . be n e c e . . V -

. t n H o . a . n . . rom.enemsun .er U ,U t U l c pursu»n 

„ . t l o n . O . . P > o. t.e ln te .na Ke.e„u. Co.e o .^^^^^^ ^^^^ 

AND ALCOHOLICS. 

(a) In General. v • i • rv. 
• .1 of.curitv d i t j a b i l i t y 

U) Amendment relating to social security 

,nc;,.i (S) (A) of the contract with America 
beue£.vt8.--section 105(a) (5) (A) ot 

. Act of 1996 (Public Law 10.-121) is amended--
Advancement Act or UJ^D ^ 

M by s t r i k i n g "by the Commieeioner o£ social 

S..curity" and "by the com»,i3BioneT"; and 

(B) by aiding at the end the CoUowlns new 

,entenc... "For purposes ot t h i s eubp.ra.v.pH, no 

;„aiviaual.e Claim „ith respect to euch bene^temay be 

.on.ldared to be f i n a l l y adjudicated before the date ol 
. this Act I f . on or after such date, che enactment of tnis act 

.Here i s pending a request £or either udmln.«rat.ve or 

VI or if there is pending, with respect denied in whole, or it tnere L» 
^^^=.f-lrtn bv the Commissioner to any claim, readoudication by tn 

. ro reli - ^ f in a class action or implementation 
pursuant to r a i i e i 

by the Commtseioner of a court remand order.". 

;.mendment relating to eupplemental eecurity income 

diB..b-lty benetlts,--section 10S(b,(5MA. Buoh Act ,B 

amendcO- -
(̂ ) by s t r i k i n g "by the CommisBioner of Social 
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s e c u r i t y " and "by the Commi.«iOloner" ; and 

,B) by adding at the end the following new 

sentence: "For purposes of this subparagraph, no 

individual's claim with respect to such benefits may be 

considered to be f i n a l l y adjudicated before the date ot 

the enactment of this Act i f , on or after such date, 

there is pending a request for either administrative or 

j u d i c i a l review with respect to any c-,.m that has been 

denied in whole, or i f there is pending, with respect 

to any claim, re.adj udication by the Commissioner 

pursuant to r e l i e f in a class action or implementation 

by the Commissioner of a court remand order.", 

(b) Effective Date.--The amendments made by t h i . section 

ehall be effe c t i v e as though they had been included i n the 

enactment of section lOB of the Contract with America Advancement 

Act of 1996 (Public Law 104-121) . 

nr̂ r̂  ^ ^HMiA-STRATIVE IMPROVEMENTS RESPECTING REPORTS BY 
^pSISONS^D CERTAIN OTHER INSTITUTIONS. 

(a) Compliance Incentives.--

(1) OASDI.'-section 202(xl(3) of the Social Security 

Act i s amended--

(A) by inserting MA)" after M3)"; and 

IB) by adding at the end the following-, 

(rn (1) Tne commissioner may enter into an agreement with 

any interested State or local i n s t i t u t i o n deacribed m clause ( i ) 

or ( i l ) of paragraph (1)(A) the primary purpc.e of which ic to 

confine individuals as described in paragraph (1)(A), under 
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which- -

" ( I ) the i n s t i t u t i o n s h a l l provide to tho Commissioner, 

on a monthly basis and i n a manner sp e c i f i e d by the 

ConimiBsioner, the--

"(aa) name, 

" (bb) s o c i a l s e c u r i t y account nurrber, 

"(cc) confinement commencement date, and 

" (dd) to the extent a v a i l a b l e t o the i n s t i t u t i o n , 

suc:)^ other information ae the Commissioner may require 

f o r the purpose of carrying out t h i s subs^^ction 

w i t h respect t o each i n d i v i d u a l c u r r e n t l y confined i n the 

in,'5t i t u t ion ( i n c l u d i n g any i n d i v i d u a l whose confinement 

began before the e f f e c t i v e date of the agreement); and 

" ( I I ) the Commissioner s h a l l pay to the i n t i t i t u t i o n , 

w i t h respect to each i n d i v i d u a l confined t h e r e i n t o whom 

paragraph (1) applies and to whom a benefit under t h i s t i t l e 

would otherwise be paid f o r the f i r s t month i n which the 

ins U 1L u t iOfi provided the Commiesiorisr wit h the inf o r m a t i o n 

s p e c i f i e d i n d i v i s i o n s (aa) , (bb) , and (cc) of stibclauoe (I) 

w i t h respect to such i n d i v i d u a l --

" (aa) $400 (reduced as may be required by clause 

( i i ) ; , i f the i n s t i t u t i o n provides such infor m a t i o n 

w i t h i n 30 days a f t e r the date such i n d i v i d u a l ' s 

confinement i n such i n s t i t u t i o n began, or 

" (bb) $200 (reduced as may be required by clause 

( i i ) ) , i f the i n s t i t u t i o n provides such in f o r m a t i o n 
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a f t e r 30 days, but w i t h i n 90 days, f o l l o w i n g cuch date. 

" ( l l ) The d o l l a r amounts specified i n clause ( D d l ) s h a l l 

be reduced by f i f t y percent i f the Commissioner is aluo required 

to make a payment to the i n s t i t u t i o n w i t h respect t o the same 

i n d i v i d u a l pursuant t o e e c t i o n 1 6 1 1 ( e ) ( 1 ) ( I ) . 

" ( i i i ) There s h a l l be tr a n s f e r r e d from the Federal Old-Age 

and Survivors Insurance Trust Fund and the Federal D i s a b i l i t y 

lnsurar':e Trust Fund, as appropriate, euch sums ae may be 

necessary to enable the Commissioner to make the pjiyments t o 

i n s t i t u t i o n s required by clause ( i ) ( I I ) . Sums so t r a n s f e r r e d 

s h a l l be crcatod as d i r e c t spending f o r purpo.-.es of the Balanced 

Budget and Emergency D e f i c i t Control Act of i98t;.". 

(2) SSI.--Section 1611(e)(1) of such Act i s amended by 

adding at the end the f o l l o w i n g : 

" ( I ) ( i ) The Commissioner may enter i n t o an agreement w i t h 

any i n t e r e s t e d State or l o c a l i r ' - t i t u t i o n r e f e r r e d to in 

subparagrap)"! (A), under which--

" ( I ) the i n s t i t u t i o n s h a l l provide to the Commiesioner, 

on a monthly basis and i n a manner s p e c i f i e d by the 

Commissioner, the--

" (aa) name, 

" (bb) s o c i a l s e c u r i t y account number, 

"(cc) confinement or residence commencement date, 

and 

"(dd) to the extent avai l a b l e to the i n s t i t u t i o n , 

such o t h e r i n f o r m a t i o n as the CommiHS l o n e r luuy r e q u i r e 
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f o r the purpose of carrying out t h i s paragraph 

w i t h respect to each of the i n s t i t u t i o n ' s currpnt inmater 

(inr.'luding inmates whose confinement or resi.denc-^ beg^n 

before the e f f e c t i v e date of the agreement); and 

" ( I D the Commieaioner s h a l l pay to the i n s t i t u t i o n , 

w i t h respect t o each inmate thereof who receivos a b e n e f i t 

under t h i s t i t l e f o r the f i r s t month i n which the 

in.qt i t u t i o n provides the CommisBioner with the i n f o r m a t i o n 

s p e c i f i e d i n d i v i s i o n s (aa) , (bb) , and (cc) of sul:>clause ( I ) 

w i t h respect t o such i n d i v i d u a l and who io precluded from 

being an e l i g i b l e i n d i v i d u a l or e l i g i b l e spouse pijrsuant to 

subparagraph (A) f o r that month or the f o l l o w i n g iiionth--

"(aa) $400 (reduced as may be required by clause 

( i i ) ) , i f the i n s t i t u t i o n provides such i n t o r m a t i o n 

w i t h i n 30 days a f t e r the date such i n d i v i d u a l becomes 

an inmate of such i n s t i t u t i o n , or 

" (bb) $200 (reduced as may be requj;:ed by clautie 

( i i ) ) , i f the i n s t i t u t i o n provides such i n f o r m a t i o n 

a f t e r 30 days, but w i t h i n 90 days, f o l l o w i n g such date, 

" ( i i ) The d o l l a r amounts s p e c i f i e d i n clause ( i ) ( l l ) s h a l l 

be reduced by f i f t y percent i f the Commissioner i s also required 

t o make a payrrient to the i n s t i t u t i o n w i t h respect t o the same 

i n d i v i d u a l pursuant to section 202(x)(3)(B). 

" ( i l l ) Payments t o i n s t i t u t i o n s required by CIUUIJ<J ( i ) (IT) 

s h a l l be made from funds otherwise ava i l a b l e f o r tl i e pjymerit (.jf 

b e n e f i t s under t h i s t i t l e and s h a l l be t r e a t e d us d i r e c t spending 
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f o r purposes of the Balanced Budget and Emergency D e f i c i t Control 

Act of 198.̂ ; . " , 

(b) N o n a p p l i c a b i l i t y of tho Privacy Act.--

(1) OASDI,--Section 202(x)(3) of such Act l y amended by 

addinq at the end ( a f t e r the subparagraph added by 

subsection [a) (1) of t h i a section) the f o l l o w i n g new 

subparagraph; 

"(C) ""f, f o r the purpose of c-arying out t h i s rubpection, 

the Commissioner enters i n t o an agreement or other arrangement 

w i t h an i n s t i t u t i o n described i n paragraph (1) pursuant t o which 

the i n s t i t u t i o n furnishes such information respecting i n d i v i d u a l s 

confined t h e r e i n as the Commissioner may need f o r such purpo.se, 

then section 552a of t i t l e 5, United States Code, rthall not apply 

to such agreement or arrangement or to the inform a t i o n f u r n i s h e d 

pursuant t h e r e t o . " . 

(2) SSI.--Section 1611(e)(1) of such Act i s amended by 

adding at the end ( a f t e r the subparagraph added by 

subsection (a) (2) of t h i s section) the f o l l o w i n g new 

subparagraph; 

"(J) I f , f o r the purpose of carrying out subparagraph (A), 

the Commiasioner enters i n t o an agreement or other arrangement 

w i t h a p u b l i c i n s t i t u t i o n pursuant to which the i n s t i t u t i o n 

f u r n i s h e r such information respectinc inmates thereof as the 

Commissioner may need f o r such purpose, then Boction B52a of 

t i t l e 5, United States Code, s h a l l not apply tc such agreement or 

other arrangement or to the information furnished pursuant thereto." 
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(c) Effective Date.--The payments described in sections 

2 0 2 ( x ) ( 3 ) ( B ) ( i ) ( i i ) and 1611(e)(1) (I) ( i M I i ) of t h . Social 

security Act (as added by the amendments mad. by subsection la) 

of t h i s section) shall be payable only with respect to 

individuals whose period of confinement or residence i n an 

i n s t i t u t i o n commences on or after the f i r s t day of the .seventh 

month beginning after the month in which thia Act i . enacted. 

(d) Rfoort to congress.--By October 1, 1998, the 

Commission.r of Social Security shall provide the -Sen.te 

committee on Finance and the House Committee on ways and Means 

with a l i s t of the i n s t i t u t i o n s (described in subparagraph (A) of 

section 202(x)(l) of the Social Security Act) that are providing 

to the commissioner the information described in such section 

las amended by subsection (a)(1) of thi s section) and a l i s t of 

such i n s t i t u t i o n s that are not providing such information to the 

Commissioner. 

(e) sunset Provision.--The amendments made by subjection (a) 

of t h i s section shall be effective only with respect to 

information received by the Commissioner of Social Security pr i o r 

to January 1, 2002. 
SEC. b. DISPOSAL OF RESOURCES FOR LESS THAN FAIR MARKET VALUE. 

U) in General.--section 1613(c) of the Social Security Act 

is amended•-

(1) in the caption, by s t r i k i n g " N o t i f l o a t i o t i of 

Medicaid Policy Restricting E l i g i b i l i t y of i n e t i t u t i o n a l i / e d 

I n d i v i d u a l B f o r B e n e f i t s Based on"; 
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(2) by redesignating subparagraphs (A) and (B) as 

cla\iflft3 (i) and ( i i ) , respectively; 

(3) by s t r i k i n g "(2)" and inserting " ( B ) " ; 

(4) by s t r i k i n g " ( c ) ( 1 ) " and inserting "(?.)(A)"; 

(5) by inserting before paragraph (2) (ao redesignated 

by paragraph (4) of this subsection) the following: 

" (c) (1) Penalty.- -

" ( A ) ( i ) I f an individual or the spouse of such an 

individual disposes of resources for leas than f a i r market 

value on or after the look-back dale specified in subclause 

(I) of clause ( l i ) , the individual is i n e l i g i b l e tor 

benefits under t h i s t i t l e for months during the period 

beginning cn the date specified in clause ( i i i ) and equal to 

the number of months specified in clause (.w). 

"(U)(T) Tl̂ e look-back date specified in t h i s subclause 

is a date that i s 36 months before the date specified i n 

subclause ( I I ) . 

••(II) The date specified in th i s subclause i s the date 

on which the individual applies for benefits under th i e 

t i t l e or, i f la t e r , the date on which the individvial (or the 

spouse of such Individual) disposes of resourcas for lees 

than f a i r market value. 

" ( l l i ) The date specified in th i s clau.se i s the f i r s t 

day of the f i r s t month that follows tho montti in which, 

resources were transferred for less than f a i r market val.\ie 

and tliat does not occur in any other period of i n c ^ l i g i b i l i t y 
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under t h i s paragraph. 

" ( i v ) The number of months of i n e l i g i b i l i t y under t h i s 

clause for an individual shall be equal t o -

" ( I ) the t o t a l , cumulative uncompensftted value ol" 

a l l resources transferred by the individual (or the 

spouse of such individual) on or after thu look-back 

date specified in subclause (I) of clause ( i i ) , divided 

by 

" ( I I ) the amount of the maximum monr.̂ îy benefit 

payable under section 1611(b) to an e l i g i b l e individual 

for the month in which occurs the date specified in 

subclause ( I I ) of clause ( i i ) . 

"(B) An individual shall not be i n e l i g i b l e for benefits 

under t h i s t i t l e by reason of subparagraph (A) i f the 

commi.B.«?loner determines that--

"(1) the individual intended to dispose of the 

resources at f a i r market value; 

" ( i i ^ the resources were transferred exclueively 

for a purpose other than to qualify for benetite under 

t i u s t i t l e ; 

" ( i i i ) a l l resources t ratisf ei red for less than 

f a i r market value have been returned to the individual; 

or 

" ( i v ) the denial of e l i g i b i l i t y would work an 

undue hardship on the individual (as determined on the 

baeie of c r i t e r i a eetablished by the Commi B.Oi oner' in 
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regulations). 

"(C) For purposes of this paragraph, i n the case of a 

resource held by an individual in common with anot^ler person 

or persons in a j o i n t tenancy, tenancy in common, or similar 

arrangement, the resource (or the affected po7tioi) of such 

re.fjource) shall be considered to be transferred by such 

individvial when any action is taken, either by euch 

indivi d u a l or by any otl;e; person, that reduces or 

eliminatcE such individual's ownership or control of such 

resource. 

" (D) In the case of a transfer by the spotioe of an 

individual that results in a period of i n e l i g i b i l i t y for 

such individual under subparagraph (A), the Commiusioner 

shall apportion such period of I n e l i g i b i l i t y (or any portion 

of .•̂ uch period) among the individual and the individual's 

jpousc i f the spouse otherwise becomes e l i g i b l e i:0i' benefits 

under t h i s t i t l e . 

" (E) For purposes of this paragraph--

"(1) Che term 'benefits under thie t i t l e ' includes 

State supplementary payments made by the Commissioner 

pursuant to an agreement under section 1616 or section 

212(b) of Public Law 93-66); and 

" ( i i ) the term 'trust' has the meaning given such 

term i i i aubsection (e) (5) (A) .". 

(b) Conforming Amerid(nent8.--Sect ion 1613(c) (2) of the Social 

Security Act (as redesignated by aubaection (a) of thir; f;ection] 

9 C 
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i s amended -

(1) by s t r i k i n g " ( 2 ) ( ^ ) " and i n s e r t i n g "(2) Notice.--

(A) " ; 

(2) i n subparagraph ( A ) ( i ) - -

( i ) by i n s e r t i n g "paragraph (1) and" a f t e r 

"provisions of"; 

( i i ) by s t r i k i n g " t i t l e XI>C" the f i r s t place such 

phrase appears and i a e e r t i n g " t h i s t i t l e and t i t l e XIX, 

r e s p e c t i v e l y , " ; 

( i i i ) by s t r i k i n g "subparagTapli (R)" and ^nnerfing 

"clause ( i i ) " ; and 

•IV) by s t r i k i n g "paragraph ( 2 ) " and i n s e r t i n g 

"subparagraph (B)"; 

(3) i n subparagraph (A) ( i i ) - -

( i ) by s t r i k i n g "by the State agency"; and 

( i i ) by s t r i k i n g "section 1917(c)" and a l l that 

f o l l o w s and i n s e r t i n g "paragraph (1) or .=:ection 

1917(CJ ."; and 

(4) i n subparagraph (B), by s t r i k i n g "paragraph ( l ) ( B ) " 

and i n s e r t i n g "subparagraph ( A ) ( i i ) " . 

(c) E f f e c t i v e Date.--The amendments made by t i i i o section 

o h a l l be e f f e c t i v e w i t h respect to t r a n s f e r s of resources f o r 

less than f a i r market value that occur 90 or more daya a f t e r the. 

d.-ite of rnactmtnt of t h i s Act , 
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\ ' l l l l l i V-

SOCIAL^SECURITY 
Off'ici.- of (HL- C.:i)minissi(ini.T 

The Honorable William V. Roth. Jr. ' 
United States Senate 
104 Senate Hart Office Building 
Wa.shington, DC 20510-0801 

Dear Senator Roth: 

The Administration has significant concerns about several Supplemental Security Income 
(SSI)issues, including: (a) the impact of both the House and Senate bills on children with 
disabilities; (b) House and Senate restrictions on b. neflts to immigrants; (c) the Senate bill's 
proposal to raise the age of eligibility for the elderly for SSI; and (d) the administrative 
implications of implementing the provisions in these bills. Following are more detailed 
dtscussions of our concerns in these four areas. In addition, we have enclosed a discussion of a 
number of more technical concerns. 

Childhood Disability 

Both the Hou.se and Senate proposals go too far in making changes to the SSI childhood 
disability program. The Administration strongly opposes the House provisions that would 
eliminate most pro.spective cash benefits in favor of block granted .services. This provision 
es.sentially punishes innocent children - more than 900,000 children over the next five years who 
would have been eligible under current law would not be entitled to cash benefits; as many as 
600.000 fewer children with di.sabilitics would receive cash benefits in FY 2000. While 
authorized services may be available to some of these children, the amount of the block grant 
allotment for each State would only be about 75 percent of the lost cash benefits - an amount 
lhat then must be spread among both the children receiving only these services and tho.se still 
receiving cash benefits. More important, we believe thai direct cash benefits arc superior to 
block-grant services in several regards. Cash benefits provide greater flexibility to meet the 
varied and changing needs of children with disabilities; cash benefits suppon and preserve the 
capacity oflamilies to care for children with disabilities in their homes, including substituting for 
lost wages of a parent who is unable to work full-time because he or she must care Ibr a child 
with a disability; and cash benefits provide a meanr f .v '.he parents of hildren with di.vabilities to 
determine the needs of their children, rather than placing that judgement with a State government 
agency. 

SOCIAL .SECUKITY A O M I . M . S T R A T I O . N J W A S I I I N C T O N O C 
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We believe that the slated intent of the House oroDosil i , irn. î « 

f.^y „ d «,ually n..,<,nw,dc ,n a prog^ block g ,»« « administered differently bytach 

While the Administration prefers the Senates deHnition of childhood disability we stron.lv 

onoil . ? ̂  r n L ^ . ^ '° """'̂  estimates, the new definition would cause 
approximately 160.000 children to lose their eligibility. We believe it uouirause serun^r 

disabling enough to have made them considered m need of Federal assistance '"^P'"^'"^^ 

^ ^ H ' . Z ^ ' ' '° continuing d.sabiJity reviews, we are concerned tha. 
these additional workloads will over-stress SSAs limited resources. We falor thTsena eTersion^ 

^v^i^s'Te'ru'ldt: eM^r ^ ' T standard ap l e to se 
Tf^WH' M '̂ "̂  P'°^'''°" ^ '̂l"'̂ '"? '̂ '̂ ^ ^ Pa«"' guardian present evidence 

u l T J l ^ t r e n ^ r ' ~ '̂ '̂  ^^^-^ aTd woJld be 

Benefits lmmigrar̂ |̂  

I ^ t h ' T i w ! " P^ '̂̂ î "^ have far reaching etlects. We will focus our comments onlv 
SM htnTr, ? """"^ P'''^'^'- '̂ '̂  ''̂ ^^^ Senate hills go too far ,n cu , 1 
^ e ^ Z V Z ^̂ îft-K •>̂ '̂' >'̂ 'es with high numbers of imm ^ an ' 
^ r ^ Z Z "̂ "̂  "'̂ y ^^Ponsible and we support 
strengthening that rcspons.b.l.ty as refiected by the extended deeming proviMon in the 
Adminislranon s welfare refonn bill last year The Administration sLngl, opp^^scs he Scale 
provision lhat wou d d scriminate aoainit 11 Q ,.;f;,„„, V. A opposes inc i,en<iic 
even after thev h^mr,.. r / v "̂̂ "̂'̂  ̂ ° '̂ âl immigrants 
ceTain Fcdt?. ^ n ^ , ciL^ens. The Senate bill also limits those who can rece.ve 
r n t r l ^" '̂'̂  ^"" '̂̂ ^ "̂'̂ "̂̂  This provision would violate bilateral totalizalion agreements with 17 foreign countries and incrc«,c cn.,. r . A ouaterai workers •-"ui/incs ana mcrca3c costs foi American companies and 
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The legislation would be much more acceptable to the Administration ifthc following features 
ThoulS h?H i T f ' T ^ : -ho become disabled after enterir.g the country and the aged over 7S 
he U S o S ' n Reftigees asylees. Cuban and Haitian entrants, and others who came 
Oie U.S. to avoid persecution should be given adequate time to naturalize before be.ng subject to 
^ T n l T ' ^ ' T sPOnsor-to-imm.grant deeming formula should take into 
account the needs of the sponsor s family. The anachmcnt to this letter d.scus.ses the.se issues and 
other concerns m more detail. 

Increased ^gg Rgquirgm?ni;i 

Sf i f iUf i^ the Senate bill would increase the age requirement for 'aged benefits" to correspond 
w,lh the Social Secunty program's "retirement age." Beginning in 2003 the age will increase 2 
montJ^per year until ,t reaches age 66 in 2008. A similar transition between ages 66 and 67 will 
occur between 2021 and 2026. There is no comparable section in the House b!^ 

The Administration opposes this provision because it could put at risk those poor, elderly 
individuals who lack skills or experience to enable them to be self-supporting at an advanced age 
It .3 important to understand that the SSI program and the Social SecurUy program are not 

and the majonty of Social Secunty recipients take advantage of this option. The early retirement 
age ,s not scheduled to change. SSI. however, has no provision for an early retirement age. 

Admini?;trative Implir.-i^i^n^ 

Given the magnitude of the changes to the SSI program envisioned m these bills, we are concerned 
that the administrative implications of implementing these changes will be significant. Congress 
needs to be aware of the potential effect of adding these unbudgetcd new requirements on SSA's 

e S r e ' ' ^ '^^^^ '̂̂ '̂ '''''''̂  ""̂  

!h^re "wergrest'' '° °" '"''°P'"^ '̂ "'̂ ^̂ ^̂  '''' ^' 

Sincerely, 

.ifiirley S. Chater 
Commissioner 

of Social Security 

Enclosure 
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ENCLOSURE 

Nonciti/cn Eligibility for SSI Benefits 

Both section 403 of the House bill and section 202 of the Senate bill 
generally would prohibit non-citizens from being eligible for SSI with 
certain exceptions. 

Under section 403 of the House bill, non-citizens in the following 
categories could be eligible: refugees during the 5-year period after their 
admittnce to the United States; lawfully admitted permanent residents 
over age 75 who have resided in the United States for at least 5 years; 
active duty Armed Forces personnel, honorably discharged veterans, and 
their spouses and dependent children; and, lawful pennanent residents 
who cannot take the naturalization examination because of physical or 
developmental disability or mental impairments. Non-citizens on the 
SSI rolls at the time of enactment who would not be in one of these 
excepted categories would be removed from the rolls 1 year after the 
date of enactment. 

Under section 202 of the Senate bill, these non-citizens could be 
eligible: refugees, asylees, and individuals who have their deportations 
withheld (eligibility for such individuals would be limited to 5-year 
period after their arrival in the United States); non-citizens who have 
worked and have sufficient quarters of coverage to be fully insured for 
Social Security benefits; and, non-citizens who have been battered or 
subjected to extreme cruelty. Non-citizens on the SSI rolls at the time of 
enactment who would not be in one of these excepted categories would 
be removed from the rolls January 1, 1997. 
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Both bills end eligibility for non-citizens already on the SSI rolls beyond 
January 1997 and would result in significant numbers of current 
recipients-aged, blind, and disabled individuals-losing SSI eligibility. 
This feature is troubling; benefit restrictions should be applied only to 
persons who first apply for benefits after the effective date of the 
legislation. 

The Administration supports the House provision which exempts legal 
immigrants who because of physical or developmental disability or 
mental impairment are unable to fulfill the Immigration and 
Natural" 'ation Act's naturalization req lirements. The At ministration 
would prefer that the bill be amended to provide that persons who 
become disabled after entering the country should be exempt from the 
bill's benefit restrictions. Disability cannot be foreseen and, therefore, 
should trigger an exemption to allow such benefits. 

Regarding refiigees, asylees, Cuban and Haitian entrants, and others 
subject to persecution, the Administration would prefer the House bill if 
several modifications were made. Asylees, Cuban and Haitian entrants, 
and individuals who have had their deportations withheld should be 
added to the list in section 403 of exempted non-citizens who could be 
eligible for 5 years after their entry. And, the length of exemption 
should be made longer than 5 years so that sufficient time can be 
provided for affected individuals to complete the naturalization process. 

In addition, we have a number of technical concerns with these sections 
and would be willing to work with the Conference Comminee in 
addressing our concerns. In the Senate bill, we would support an 
amendment with respect to treatment of refugees, asylees, Cuban and 
Haitian entrants, and non-citizens whose deportations are withheld who 
adjust to lawful permanent residence status after entry. We believe that 
the status under which the non-citizen was admitted in the United States 
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should continue to be the status used to determine eligibility for benefits 
during the 5-year period. Otherwise there would be a disincentive tbr 
any affected non-citizen to seek adjustment in his or her status. 

Deeming of Sponsors' Income and Resources 

Both bills also contain provisions with regard to the deeming of 
sponsors' income and resources in determining SSI eligibility and benefit 
amount. Section 421 of the House bill would provide that in the case of 
new legally enforceable affidavits of support, deeming would apply until 
the non-cit'zen became a U.S. citizen. Under section 502 of the Senate 
bill, the deeming period would be for 5 years or, as specified in the new 
legally enforceable affidavits, until the alien earns 40 quarters of 
coverage in the United States regardless of whether he or she becomes a 
U.S. citizen, whichever is longer. 

Deeming has been shown as an effective way of holding sponsors 
responsible and we support strengthening that responsibility as reflected 
by the extended deeming provision in the Administration's welfare 
reform bill last year. However, we have strong reservations about both 
bills because they would repeal the current-law exemption from deeming 
for sponsored non-citizens who become blind or disabled after entry and 
change the current-law deeming formula so that the needs of the 
sponsors' families are not taken into account. Furthermore, we are 
strongly opposed to continuing deeming of the sponsor's income and 
assets beyond citizenship. This section may be subject to a 
constitutional challenge as applied to naturalized aliens, who may be 
ineligible solely because of their former status as aliens, for benefits to 
which other citizens are entitled. However, we defer to the Department 
of Justice on this question. 

The Senate bill's provisions regarding the exception to ineligibility for 
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SSI for non-citizens who are ftilly insured for Social Security benefits 
and its relationship to the provision requiring the deeming of sponsors' 
assets until the non-citizen has worked for 40 qualifying quarters in the 
United States present policy, technical, and administrative problems. A 
qualifying quarter is defined as one in which the individual has at least 
the minimum for a Social Security quarter of coverage, has not received 
needs-based public assistance, and has income tax liability for the year 
in which the quarter was eamed. Under this requirement, a non-citizen 
could become ftilly insured for Social Security benefits but not earn 
enough in some years to have had any tax liabilit>'. The number of 
quarters of .̂overage needed to be ftill; insured is based o.i how many 
years elapse after the year the individual becomes aged 21 and before the 
year in which he or she becomes disabled or reaches age 62. The 
maximum number of quarters is 40. 

Under a number of circumstances, an individual could become qualified 
for Social Security benefits but be indefinitely subject to the deeming of 
sponsor's income. A mother with two children could work full time for 
ten years at $6.25 an hour (1994 dollars), be eligible for Social Security 
benefits but still be subject to deeming of sponsor's income because she 
would have received needs based public assistance, the Eamed Income 
Tax Credit. Altematively, a young individual who became disabled 
shortly after his or her 21st birthday could become fully insured with as 
few as 6 quarters. Thus, if such an individual were a non-citizen, he or 
she could become eligible for SSI benefits. However, if he or she 
entered the United States on the basis of a legally enforceable affidavit 
of support, the sponsor's assets would be deemed to him or her for 40 
qualifying quarters even though he or she was fully insured. Inasmuch 
as the individual might not meet the tax liability requirement in the years 
in which the quarters of coverage were eamed, or be able to satisfy the 
requirement for 10 years of tax liability due to his or her disability, in 
some cases, deeming of the sponsor's assets would never end. While we 
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do not support deeming past citizenship, the Senate deeming provision 
would be improved with an amendment to provide that deeming would 
also end when the immigrant is "fully insured, for Social Security 
benefits." 

In addition to the problems described above, the Senate deeming 
provision exception related to earnings with income tax liability would 
require agencies to request that the Internal Revenue Service retrieve at 
least ten years of tax records for each individual affected. Because tax 
files are stored for each individual tax year, this would create 
considerable administrative burdens f'Y the IRS that would not exist for 
the alternative we recommend above. We defer to the Department of 
Treasury on the IRS administrative concerns. 

In addition, we are concerned with the effective dates in the Senate bill 
as they relate to deeming and benefit eligibility. Virtually all sponsored 
aliens on the rolls at the time of enactment would lose eligibility under 
the Senate bill as of January 1, 1997. However, the new deeming rules 
would have to be applied to them for the period between enactment and 
January 1997. This would be a significant administrative workload 
requiring the identification of all sponsored non-citizens currently 
exempted from sponsor-to-alien deeming-for example, parolees and 
disabled immigrants-for whom we have no information about their 
sponsors' incomes and resources. 

Affidavits of Support 

We support making affidavits of support legally enforceable contracts, 
and we believe that the affidavit should be binding for the same period 
as deeming, assuming deeming does not continue past citizenship. 
However, we do not believe that SSA should promulgate reimbursement 
rules, as required in section .̂ nirHV^̂  of the Senate bill, for other 
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government agencies that administer means-tested benefits. We prefer 
the approach in the House bill which requires the Attorney General to 
promulgate reimbursement rules for all government agencies. Both the 
House and the Senate bills would permanently bar SSI eligibility for 
most lawful permanent residents, which would make deeming largely 
irrelevant for the SSI program. If these blanket exclusions are enacted 
despite Administration objections, it is likely that there would be very 
few cases in which SSA would be seeking reimbursement, thereby 
reducing substantially the need for SSA to administer reimbursement 
rules. It is likely that other programs will be more affected by this 
requirement than SSA. 

Prohibition on Pavment of Federal Benefits to Ce.r̂ m̂ P̂ rson̂  

Section 507 of the Senate bill provides that certain Federal benefits, 
including Social Security benefits, would be payable only to persons 
lawfully present within the United States, whom the provision defines as 
U.S. citizens, permanent resident aliens, and certain categories of aliens 
and U.S. nationals. Thus, this section would appear to prohibit the 
payment of Social Security benefits to aliens who are outside the United 
States or who have been temporarily admitted to the United States. 

These payment restrictions would violate the terms of the bilateral Social 
Security totalization agreements with 17 foreign countries, including 
Canada and virtually all of Westem Europe. Furthermore, the U.S. has 
treaties with at least 9 countries which require the U.S. to pay Social 
Security benefits to foreign treaty nationals inside the United States on 
the same basis as U.S. citizens. Seven of these treaties require the U. S. 
to accord this national treatment to foreign treaty nationals whether they 
are inside or outside the U.S. In addition, under cun-ent law. Social 
Security benefits are payable to aliens outside the U.S. who are citizens 
of one of the 65 countries whose social insurance system affords 
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reciprocal treatment to U.S. citizens. 

Legislation abrogating existing agreements and treaties or otherwise 
adversely affecting the Social Security benefits of foreign nationals 
could lead to retaliatory restrictions on the payment of social insurance 
benefits by other countries to U.S. citizens. Furthermore, it would be 
unfair to deny Social Security benefits to aliens whose eligibility for 
benefits is based on earnings from authorized work which were covered 
under Social Security and subject to Social Security taxes. Finally, if the 
legislation results in the termination of bilateral Social Security 
agreements, many U.S. workers and e nployers will lose the right to 
foreign Social Security tax exemptions accorded to them pursuant to the 
agreements. Thus, we strongly oppose section 507 and urge that it be 
dropped by the Conference Committee. 

Battered Individual Exemption 

Section 701 of the Senate bill would exempt individuals who have been 
battered or subjected to extreme cmelty from certain provisions of SSI 
law. Although we understand that the exemption is intended to apply to 
the prohibition on eligibility for most non-citizens and as an exception to 
sponsor-to-alien deeming, the bill language also exempts such battered 
individuals from any of the provisions in section 1614(a) of the Social 
Security Act, which includes the restriction on benefits to residents of 
the United States, the age 65 requirement for SSI aged benefits, the 
statutory definition of disability and blindness, and the so-called medical 
improvement standard for continuing disability determinations. Thus, 
the language exempts battered individuals from any of these general 
eligibility provisions and seems to go far beyond the scope of the other 
SSI amendments of the bill. We would support the exemption if it were 
modified to apply only to non-citizens who are otherwise eligible but 
who would not meet one of the other non-citizen exceptions. 
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Repeal of Pas.s-Alon^ Requirement for State Supplementary 
Programs 

Section 605 of the House bill and section 214 of the Senate bill would 
repeal the cun-ent requirement for States to maintain their State 
supplementary payments at certain levels from year to year. 1 his so-
called "pass-along" requirement was added to the law in 1976 in reaction 
to some States' reducing their supplementary payments when SSI cost-
of-living increases occurred. The intent of the original pass-along 
provisions was to assure that individuals would get an annual increase in 
their SSI/State supplementary payment amount with ut requiring States 
to increase their payments. 

The Administratipn has serious reservations about the provision 
repealing the "pass-along" requirement. Such a provision would leave 
the States free to reduce significantly or even eliminate their 
supplementary payment programs. Up to 2.9 million aged, blind, and 
disabled individuals could be affected. Of these, nearly 400,000 
individuals nationwide receive State supplementary payments, but not 
Federal SSI benefits. Loss of State supplementary payments in such 
cases could also mean loss of Medicaid. 

Drug Addicts and Alcoholics 

Both the House and Senate bills would eliminate all SSI benefits to 
individuals whose drug addiction/alcoholism (DA/A) is a contributing 
factor material to their disability as required in both section 601 of the 
House bill and section 201 of the Senate bill. Provisions in section 201 
of the Senate bill require that SSI disability recipients remaining on the 
rolls and identified as having a DA/A condition be referred to substance 
abuse treatment and receive their benefits through a representative 
payee. Wc have major concerns about the administrative costs 
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associated with these last two proposals. We are willing to work with 
the conferees to explore alternative provisions that would have more 
modest administrative costs. 

Also, the provision concerning treatment for cun-ent recipients is unclear 
in its application. We prefer that the provision be effective at the date of 
the individual's first continuing disability review occumng after the date 
of enactment, parallel to the representative payee provision 

Applicability of Medicaid Rules Repardinp Countinp nf Tertain y^'^\^\f. 
Assfetf andJIuisls j j f 

Section 6Q2(c)(4) of the House bill would require that the SSI program 
treat trusts and disposal of assets in the same way as they are treated in 
the Medicaid program There is no comparable provision in the Senate 

We support the basic thrust of the provision. Hovvgver, we do_not 
ĥ̂ t the intent otlthe.pjjjjdsjon will be achieved simpTvhy 

^^^^.3^.!1^SI^I^^91.^^ the treatment of trusts 
is applied in the same manner as under Medicaid law, it would result in 

'the exclusion of many types of tmsts which are cunrently exceptions in 
the Medicaid program under the ratiop.ale that they relate to situations 
where long-term health care is an issue. The same rationale would not 
be appropriate with regard to the SSI program which is designed to meet 
ordinary day-to-day basic needs. In addition, following strict Medicaid 
rules could limit the number of States in which the provision would 
apply since States are not required to apply the provision to non-

jnstitutionalized individuals. Further, the provision in the bill is 
restricted to children under age 18, and only in cases in which the child 
had control over the trust. It would be appropriate in the SSI program to 
apply the same treatment to all individuals regardless of age or whether 
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they are instiuitionalized, as long as they are able to benefit from the 
trust. 

Medicaid law provides that each State will make determinations as to 
whether the disposal of assets provision applies in each case based on 
the individual situations. If it is intended that the provision in section 
602(c)(4) for using Medicaid mles in the SSI program be strictly 
adhered to, it would mean that States would be making eligibility 
determinations based on separate State criteria rather than uniform SSI 
nationaUrite^^ We would be willing to provide the corTference 
commi'tee with draft language to pert-ct the provision s-̂  that it will 
fully achieve its intended goal. 

With respect to the disposal of resource provision, we would prefer that 
the provision be dropped since experience has shown thatjndmdua^ do 

Ĵ ?i_4iy^̂ -̂ !??J3Iielyes of respur̂ ^̂ ^ SSI. If dropping 
the provision is not possible, we would p̂ refer language specifically 
taijored to the_SSI program. We are prepared to provide the committee 
perfecting language for such an approach. 

Reduction of Cash Benefits Pavahic to Certain inaitiitinna|jyf̂  
Children 

According to its title. Section 602rn of the House bill would provide that 
the $30 payment standard for persons in certain medical treatment 
facilities would apply to recipients under age 18 regardless of whether 
Medicaid or another source pays for their treatment. (Currently, the $30 
payment applies to individuals in Medicaid facilities; institutionalized 
individuals whose care is being paid for by a source other than 
Medicaid-for example, Medicare-may be eligible for the full SSI 
benefit of up to $458 a month.) There is no comparable provision in the 
Senate bill. 
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In principle, we support the provision but there are technical problems 
that need to be resolved. The title of the provision indicates that it 
would apply only to children, but the language of the provision would 
apply to both children and adults. Wc suggest that the language of the 
provision be revised to indicate clearly that the $30 paymenl limit will 
now apply to diildien regardless of the source of payment for their care. 
(The payment limit will continue to apply only to those adults whose 
care is covered by Medicaid.) Additionally, because of changes in 
Medicaid coverage categories over time, the list of facilities in section 
1611(e)(1)(B) of current law is no longer applicable. In order to prevent 
inequitable sittiations, we strongly su; ;gest as part of the amendment 
that the specified list of instittJtions in section 1611(e)(1)(B) be replaced 
with the term "medical facility" so that the provision would have a 
broader scope. This additional portion of the provision will apply to 
both children and adults. 

We would be willing to provide the conference committee with draft 
language to perfect this provision. 

Exchanging Information with Law Enforcement 

Both Dills require SSA to provide law enforcement personnel, upon their 
request, the addresses of SSI recipients involved in, or who have 
information conceming, parole or probation violations, other criminal 
activities, or criminal investigations. This provision presents problems 
for a number of agencies, including the Departments of Health and 
Human Services and Housing and Urban Development, and we defer to 
these agencies and the Department of Justice on the merits of this 
provision. Should the provision be adopted, we support technical 
amendments to modify this provision to specify that the request for such 
information include certain identifying information which SSA would 
need: (1) in order to comply with the request; (2) be made by an 
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authorized official of the agency; (3) contain sufficient identifying 
information to insure that the amount of information that we disclose is 
as limited as possible; and (4) be based on an order from a court of 
competent jurisdiction. 

Dedicated Savings Account 

Section 213(;b) of the Senate bill would provide that any lump-sum SSI 
benefit for a disabled child at the request of the child's representative 
payee be p iid into a special dedicatee' savings account. Monies in this 
account could be used only for certain specified purposes. There is no 
comparable provision in the House bill. 

We do not oppose the provision. However, we have a number of 
technical concerns that we would like to raise with staff for its 
consideration. 

Studies 

The Administration does not oppose the requirement in section 223 of 
the Senate bill that the Commissioner arrange for an independent study 
of the disability process. However, w j prefer a modification to avoid 
overlap with the study to be conducted by the National Commission on 
the Future of Disability. The study of disability to be arranged by the 
Commissioner should be restricted to studying research and 
development by SSA of the methodology for making disability 
determinations under the current definition of disability as described in 
the disability redesign project. This should include the identification of 
a medically determinable impairment(s); the curtent Listing of 
Impairments or the proposed Index of Disability Impairments; any 
functional measure of ability to work; and the development of baseline 
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work activities. It should not include a study of the current definition of 
disability. 

We do not oppose in section 231 of the Senate bill the creation of the 
Nalional Commission on the Future of Disability, bul we recommend 
that a separate general appropriation of $2 million be set up to fund the 
commission since it will cover disability issues related to all Federal 
programs, not just those administered by SSA. 

Accounting hv Representative Payees 

The House bill makes no change to the representative payee accounting 
provision. Seclifln 21i{a} of the Senate bill would require SSA to advise 
representative payees of their responsibilities and would require payees 
to document expenditures and keep contemporaneous records of 
expenditures. This section also would delete the current requirement for 
annual reports by representative payees and would require SSA to 
implement statistically valid procedures for reviewing a sample of the 
contemporaneous records which payees would be required to keep. 

We oppose the Senate bill. The Senate provision regarding advising 
payees of their responsibilities and requiring record keeping is 
unnecessary because these requirements are met by SSA's current 
policies and procedures. With regard to pa) ee accounting, although the 
bill attempts to substitute a review of a sample of payees' records, annual 
accounting by all payees is currently mandated by the Jordan court 
decision as a means of ensuring due process protections under the Fifth 
Amendment of the Constitution and would still apply. Thus, the 
requirement for a sample review would increase the administrative 
burden on SSA by requiring a different type of review of a sample of 
unspecified size in addition to the universal annual accounting, which 
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4 

currently costs more than $60 miUion annually to administer. 

Artminifitrati'"''̂ '""̂  

related to SSA's mplementation of the ̂ >enaie r inaiiL 
verston of the bill would cost about $300 mill-on m FY 19%, 

Without additional administrative funding, SSA - - ' d -J .e every 
effort to economize without diminishmg - - - '̂̂ ^̂^̂^̂^̂^̂^̂  
given the magnitude ° f ' f ^^^^j:^^^^^^^^^^^^^ welfare 

: t " i : t : : ^ o 7 : ^ ^ ^ to deter or eliminate any discretionary 

intended to protect the publics investment. 
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jg^p ON: 4/30/96 S E N S I T I V E 

^ ^ F I V E D ; 5/02/96 prpAM ANALYST: OWoods 

jj-rLE; GAO Final Report, "Supplemental Security Income: Some Recipients Transfer 
Valuable Resources to Qualify for Benefits" 

!sl J M M A R Y : At the request of Representative Nancy L. Johnson, and Representative Clay 
Shaw, Committee on Ways and Means, House of Representatives, GAO 
conducted the review to determine: (1) how many supplemental security income 
(SSI) recipients are reporting transfers of resources and the type and value of 
the resources being transferred; and (2) what savings might be realized if 
Congress were to reinstate an SSI transfer-of-resources restriction. 

GAO found that: (1) resource transfers are increasing; (2) recipients arc 
transferring resources worth millions of dollars; (3) recipients arc 
transferring resources while qualify ing for millions of dollars in SSI and other 
beneFits. 

GAO concluded that eliminating lhe SSI transfer of resource restriction has 
resulted in increased program costs, which is especially troublesome considering 
current budgetary constraints. GAO funher concluded lhat an SSI restriction, 
similar to the current Medicaid restriction, could save millions in SSI programs 
expenditures by delaying individuals' date of eligibility for benefits. 

The report suggests that Congress consider reinstating an SSI transfer-of-
resource restriction. The restriction could be calculated in a way that lakes into 
account the value of the resource transferred so that individuals transferring more 
valuable resources would be ineligible for SSI benefits for longer periods of time 
lhan those who transfer less valuable resources. 

There are no recommendations for SSA in the report. 


