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FROM: JACK LEW 9’/

SUBJECT: Talking Points te: New York Times article on ST children’s regulations

Per our discussion this morning, attached are talking poinis on the New Fork Times article
regarding 83! children’s regulations. The talking points were jointly developed by OMB and
DPC. We hope they are useful if you receive any calls over the next few days.

CC: ERSKINE BOWLES



Talking Points
New York Times Article on SSI Children’s Regulations

August 15, 1997

Main Points

. As the New York Times noted today, 95,000 children are no longer eligible for 8S1
henefits under the Social Security Administration’s regulations,

-~ The 95,000 is about half of the 180,000 cases that 554 has reviewed as of August 2,
1897

— S5A stll needs to review another 85,000 pases.
-« The initia! reviews should be completed by early October.

. Those SSA regulations are designed to implement last year’s welfare reform law.

*  While these carly figures suggest that SSA’s initial estimate that 135,000 children would
lose their benefits may be exceeded, you have (o remember.

-- S8A cautions that this early data 15 not representative and should not be used for
projections,

-~ Moreover, a portion of these children will appeal their cases and be found eligible once
their cases have gone through SSA’s normal appeals process.

» To minimize the adverse effects of the law (and its regulations), the Administration
convinced Congress in the recent balanced budget Iaw 10 retain Medicaid coverage for
those disabled children who are kicked off the SS1 rolls.

-- Without such action, many of these children would have lost Medicaid as well,



Background

*

Last year's welfare law, enacted on August 22, 1996, tightened the eligibility standards for
childhood disability benefits in the Supplemental Secunty Income (881} program.

-« The legislation could have been much worse,
-~ Jnitial Republican proposals in early 1995 would have eliminated cash benefits
for 80 percent of future applicants, replacing the cash with State block grants to

provide services at much reduced funding levels.

-« In the fingl ], the Admimstration managed to matotain the 881 childhood
disability program as a cash benefit program for all those children found eligible.

SSA released regulations on February 6, 1997, {o implement the new law.

- These regulations were prepared by 8SA under the superviston of then-Commissioner
Shirley Chater. ’

-« They were reviewsd by OMB and the DPC as part of the normal regulatory review
process.

Soon thereafter, SSA natified 264,000 children of the nearly 1 million children receiving
SSI benefits that they might be affected by the new law and that their cases would be

reviewed.

At the time the regulations were issued, $SA estimated that 135000 children would have
their benefits terminated as a result of the tighter eligibility standards,

SSA’s regulations adhered to its reading of Congressional intent, but also provided several
new procedures (that the law did not specifv) to ensure continued eligibality for severely
disabled children.

-- SSA estimated that, without these new procedures, approximately 190,000 children
would lose benefits. .

As the New York Times noted teday, 95,000 children have been found no longer eligible
as a result of initial determinations.

-- About 180,000 cases have been reviewed as of August 2, 1997, with another 83,000
cases still to be reviewed,

- The initial reviews should be completed by early October,

While the majority of cases favolve mental impairments, it is too early to definitively



classify the nature of the disabilities of the children being effected.
- However, SSA is monitoring the results of these redeterminations,

~- No children who are mentally retarded as that term is clinically defined are losing
benefits.

~« Children with mild learning disabilities and attention deficit disorder appear to be the
types of children most affected.

»



DISABLITY CHEDKS
OF 35,000 CHLDREX
ARE TOBE LY OFF

REVIEW UNDER 1536 LAW

Most 1o Lose Benefits Suffer
‘Menial Prablams’ Whose
Severity Is in Question

‘ By ROHERT PEAR

WABMINGTON, Aug. ¢ = The
Coveerment has decided to eut off
Fisabitity benefits for §5,188 childten,
repraseniing mure than hal! of those
whose 283¢% RaYe been reviewasd wn-
oy siricz aew standards sntebiished
Y ihe 155 welare Spw, Fodsral
sifciaty il woday,

The dentals e fonning somewhas
higher thas ke White Hopse b2
gepected, #ndIf the rate continoes 83
morT CAEds Are teviewad, 1% gercent
of the one fulling childess B the
Program coule inse their cash bene-
fits.

Dxata serpliod by the Soclal oo
risy Administration show that most
=f the children o dizadility bene.
fitg == TEEDD 6! the BRIRD — have
vmeatat divardeet””

But Susan M. Daniels, the Assaci-
sis Commissioner of Seig! Security
in tharge of sizsbiy programs,
said she did nt knde mow meny of
the children wers mentally retarded,
brew srnaapny LAd pevsonaliny dstrgers
s how many had learaing dinadilh
1ivg or behaviorat pootiems.

Mermburs of Songress, parents and
oher 2dviates sald ehildren with
magor dissbilliies, inctuding some
with LL's I the 53's, with uscon.
weedied diabetes or with ADS, had
bean notified ha: thelr henelis
wottid end even tough they cléariy
seemed i meet the new standacds,

The cash beneliis, sveregung 3436
& month for & child, gre paid under
e Supplemiemal Securny Incoms
prograsy. The children are sl from
lpw-income families. Semal Seaurity
sffizials suy the thanges in the pro-
gram will save $4 nittion 1o 34 Bitlion
{rom 1997 o 204,

The changes in (he disahﬂny -
grom provoked fiaree debaie s Lane
gress @5 1995 and log4

Republicans said fey were tght.
ening the eligibitity erfieria to curtal
fraud 24 sduse apd they hed evi
dence Thas sme parents wers £oach-
wig hildren 10 misbelsve m sehoal
st fake disabiiizies 1o get tenelits,

Severnt Demtutats said that ihe
Repubiitans, i an effort is balsnce
ihe pudpal, wears being crust s shik
dren

Defending (he Rasuiticans' pro-
posal in (635 Representative Jiwm
Melrery of Lovigiana said, "The 8
thal comburaven of genermis Tash
benetus, oose wlipibility ¢estaria and
e lack of proper Cangressional
aversight inherent in gl wellhre engi-
tlement programs has resulied in
eXPIOLive PIORTAM srowih and wide.
spresd ghiose”

But  Represemative Sanday M.
Lovin, Demeociat of Michigan, g
the Rmbixms. CYou're  being
haraheaned.” He lmpuﬁ{M them 1o

Contnued on Page A28

Corstineed From foge Af

remercher Bt “we're falking etwant
the most vuinerabie childrer i
Aiericat

Helare 1906, chitldren could guatty
for Benelits If they Bad impairnients
that strinasly bmaed their ability s
perfars acitvities rorma! lor thelr
wge. Under e new lnw, shitdren Cpn
£27 Dengina only ¥ they have
“marked pnd severs fangiional B

tations. Congress did not say pre -

tisely how severe ihe dis bty ost
b2, isting the President and sther
offislaly answer that guesiion by 5.
SR regulatinng.

Federa: altivials noiified 264,000 of

. the ent million children on e dise

REEY roils that they mught be af
{opied by the law angd that thelr Cises
would be. fgviewsd, Those children
tid nat have brnpairments thal exac!.
T matehed the criterla for dutomat.
i aligibtitey, but "had guaiifisg
shrgh an agsessoen? of tieir over-
all ability to fBenctian normally.

Benefizy have been cut off in 58
perzest of the 70300 ceswes e
samessed go far,

Phillp A, Gamhing, 8 spckesmnn
for the Sucle Sesurity Administra-
tion, sald, “We Bave dons averytiting
In s powegr te Iessen the impagt ef
the now faw on children wiils disabils.
ﬁ”»"

Hut eritics of the cms faglted the
Clintgn Adrimstyativn for thege y2a.
BORE ]

FThey syserted that mhe Govern

ment wad using strigter stendaris
than required Ty the 15936 Iaw,
. They seid Federal offiials wire
disoouraging children and paresiy
feoin challenging the ermination of
nenelics,

WThey ohserved immense Varia.

tlon in chve resuiis of reviews aragnd
the pouniry. {hildren are dasing
bentfity & more than 75 peroent 6f
#3 ZR388 raviewed in town, Kanses,
Louislana, Mizsissippd, Mentana )
Texas. But the comparable figures
are less shad 33 percens tn Hawal,
Michigan Minnesota ang Novada

M3, Danicls referted the eriticism,
saying, “We mansor the quslity of
declbinns, Wa have ne indicatlon har
they ate inaccuraie,”

Frasliden Clintom, who signed the
wetgra hill on Aug. B2, 1336, recanily
persuaded Congress 5 safien some
provisigns inchiding restrictions g
henefits for iegal immigramis Bul by
it 0T TeRisT the new Standsrds for
children'y disab:llity besafics.

Runneth S, astel, assoutate direc.
tor &f the Whise House Ofice of Man
rgemen: and fudgel, Fupervised
preperation of the rules swiing
siricier standards. In May, M, Clin.
on nommneied him te be Commis.

sioner of Sacial Secunty, Senators of ¢

et pareies 4ald they wonld guession
My, Apfel abour the disaxiity pro-
grasn ot his renformation bearing.
in & recent Iztier Lo the Presiden:,
Serattrs Joha H. Chatee of Ehode
{sland, & Republican, and 3ot Son.
rad of Notth Dakars, b Demotral,
s2id the eligibility criecia being
used 6 gvaluate children's duyabily
s wire “iar more severe than &
feqpnred” by the 1996 welfare law,
They assorted that Vthe Administra.
i Bas musimerpeeted the intent of
Congress in reiorming the Suppie.
menta! Security (ncome program Ior
childran, ..

TTRE Feduesl benslt pryment pEyments are
wsed o pay lor treatniant and socist
services, 1 nsake situctyral changes
in houser and ifset wagey jost by
pareats wha stay home i em for
disabled chiideen. . -

Administration officials md B
ings b the Federsd Treasury would
1R far shoro of projections ¥ she
disabiliy rules were as jeaizat as
cpponenis of the cuts Bave propoved.

Most uf the decisions to terminale
benelits were #ade by state eficlal:
who work under conipart with the
Federsl Government, uxing Federal
srandards. Thay do nos ses of Inter-
view the chilfres goning benelits. -

Niswy Goodwin, 2 parlegal wiio
hay wxm s dwabluty cazey fur 15

$HTHE SYATES

Losing Beneflis

Civiciren bsing disability BeRatds: the
T numbDar, and! 85 & poarsssisge of
fwie whose Gases have Daet .
gvigwart under gngt ﬁe’ﬁ'-ﬁlﬁf‘%l’?&

M%ﬂ“&tﬂ&. .
43 M»e:ninsn

years Br Acsdiang ﬂégal‘m

Torpr siinn, a togw! sid wegrnm in
Lalsystie, La, said) “Childrefi are
nat being evaluated fairly, not n thiy

state, ALTvast zs SDCT &% puﬂllﬂ Wb« B

micinfermation requested by zzmsw
tigl Securlty Admintstresion’ they'
£#t back letsers $aving thaie thildren
&t na loager disabled

i

f*.?i]a News ﬂm*k &im cs**

{

FRIDAY, AUGUST 13, 1997 H

.

¥


http:rejeo:*.ed
mailto:jm:Pl'iHC@r.ts
http:f"-ll(:tlim.tl
http:i:�"\;>:'.ed

B

1M

THE WHITE MOUSE “y
OFFICE C3F DOMESTIC POLICY
CAROL 11, RASCE: &

xsiafitl fo Ber Presdebont o Digasentis Fodiny

.mza:‘_t,’?s:

L3t pnpoonsg oy FOITLES

ared forward o CHE by

LMY pusperis o CHR Dy

Foane reply directly o she wraer }@K
repy i LR by: AN

Pleae ardvise by
Lo’y elise e
or your information:

Reply using form code;

rife,‘:

Sewf cary 10 friginad o CHER
Schedde - MY O Peeniling [} Reggrex

Tustignee fo itoxi

Remarhs: T f \\

()
e

N

LN ey

-




i
¥

" JOHN O, KObCKEFELLE_R v C N ) . 33355 7z 5 @%

WEST VIRGINIA

~ pfficials on this objective, I appreciate the Clinton

- effective, worthwhile welfare reform; . I am writing to

: President Clinten’s strong. record of achievement forx ﬁmarzca -
-children and famll;as facmng Samﬁ oﬁ th& toughest gxnhlems‘ )

1ivcs We must ‘not’ allaw any&ne ‘to use w&lf&re reform as a8
;ivehlcla to. uaravel our work on family preservation or, as. a’
Iwmeans of eliminatihg the entitlement status of foster care and
-~ adoption asgsistance. The ﬁaszc foderal: ‘guidelines' r@garding
.child sbuse and neglaat must be preserved for vulnerable

s children. One point to constantly make is that there is a

i'protact vulnerable childxan from abusa and negiect;xwha axe“f

7

C i Soes S - WV
’ WASHI&GYGN DG 205‘!0—4802 ¢ E S

3

June 20, 1995

Dear '
T .am wrztzng ﬁm ‘engure that ymu and the President are
reminded of thé importance of protecting federal programs for:

abused and neglected children during any negotiations or
discussions of welfare reform. Having worked closely with xxs

Administration s efforts so ﬁar.*

-t
i

Wa- achzevad one victoxy for children whea the Rapubllcan
members of the Senate Finance Committee retained the current
law for child wélfare and family preservation in its welfars.
reform package, which preserved the entitlement status of N
foster care and adoption assistance for children with special .
nieeds. ' Senator Chafee and I viewed this as a priority, and. '
this part of an othexwise seriously flawed bill would maxntaxn
at least part of the safety net for &bused and ﬁ&gleated TR

+
3

i, :‘:.‘_x.‘ :
- children. - 7% ‘ oo f.”="£qf“33‘ ’

' Maintaining ‘current law in this 3pec1f1c area also.

protects the provisions promoted by President Clinton in 1993 ' .
to make new investments in family preservation and family \“g;x; ’
support through the historic budget and economic pilan. . This.
made a very important step in help to children and families.

: and is popular among state fozeiais and chzld aév&c&tes ’f’:«%ixg
" across the’ cauntry T : N N _ N e
Leon, as the graﬁess nnfolds to &ttampt to ‘enact ' LTI

hzgh%iqht the vital ;mportance of sustainlng these crucial ‘-f‘wﬂfy'§
programs for our most vulnerable children. ' This will/build en -

= *
-"- H]

fundam@ntal difference between cash assistance to lmwwxncame' ‘o
families with depend@nt ‘ghildren ‘and. our moral obligation to’ »yf‘
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The Honorable Leon B.
June 20, 1995.
Page 2 -

i LI

In fact, I beliave that the n&ed far the complete range of o

services to abused and heglected children will increase 'in the Coen

future for a variety of reasons, inalu&ing the potential R
~changes that welfare refarm wxll causa’ for many poor beah B
Foster care’ placam&nts have doubled in the decade S

households..

between 1983 and 1993 from 97,370 to 232,688, with this xgae AN

expected to continue,

Ahaut 418 percent of children are
currently in foster care bacaﬁsa of neglect, which tends to-
increase-as family povérty inéreases.
the children who may be cut-off from AFPDC under the house, | i
welfare reform plan suffer -from neglect, as many . as an, :

If only five p&ra&nt of UL

.additional -280,008 children may need child pxat@&ﬁlan. A “«1

significant increase would overwhelm a system that is alraaéy .
stretcheé bayand its means. . -

.

. As’ ycu know, the courts have had to ‘intervene in fgst@r f .
care systems :in 22 states in order-to assure the basic | e
Biven the chrrent record of statas, Coo

protection of children.

Attached .is a chart xilustx&t&ng tha potential grawth in T e

the need for protective .services prepared by Peter Digre, > il
. Director of the LosAngeles County Department of Children and.’ LA
sFamziy Serv;ces, wha testzfx&d befax& the Finance Committee. v

‘ ! 0 (LR

. it is essential to maintain federal support and fedaral L e
‘standards for abased and naglected chlldren, S o . S

In oxder to fally pratect ehxldren adaquate funding for BT
“bath prevention, protective services, and family preservation .. - .' -
as authorized currently undar Title IV-B must . be maintained. . 1
“1t would be common sense .to continue the cmmmunity«basad e B

Qlanning started under the Family Preservation provisions of = .~ ©
1993 and to allow the aegartment of Health and Human Services . .

to push ahead with its planned l0-state demonstration far . )
gteatex flexzb;lzty among child welfare services. ‘ e

b T&ese children are vuinerable and deserve our émmpassien L el

and support,-and “I again’ urge ‘theé Administration to pay o
,spea;alxattentxan to this.set: of :issues .and programs when any
nagetiaticns take: place with Congreaa on welfare reform.-/ 2%
' ‘Punding ‘and federal standards must be protected for.child ."ﬁw?
‘welfare gragrama, along with the entitlement status far faﬁter‘gé‘ﬁ
caxe and adaptlen assxstance.., . : _— o SRR
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. . Washington, DC 20500 . ‘ Y . My P
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. The Honmrabla Leon E. Panetta-'
June 38, 139% I ' ’ _ _
. Page 37 ' . | : _ - : .

]
[l

; 1 was gxaud 1o wmxk with Px@sident Cl;ntan in 1993 to helg o,
abﬁaaﬁ and neglected children, and I want .to work with all of
©you &gain to ensure that these distinct programs are not -

&bandaﬁﬁd when we work Qut the course for welfare reform.

Thank’ ynu v&xy m&aﬁ, &nﬁ bast wlshes. . | .t
PO . - ' . - *g«-';‘
Lo — I Sincetely, A
. Lo oo
‘ . i e ”.«‘:
. * Jﬁ}hﬁ foa N
+ . % P . *" "‘.__'_;_:“"*!;‘
S e
Enclosure ~ * S ;
. . - - T . ) F el . L . "_ o :I_
s ! . - . . . : ‘ : ‘: . L] ‘;‘ ' * - C ‘.:*"I‘. - ’Ttb
The Honorable Leon E.” Panetta - 40&; \ﬁlﬂ-‘bm 0)50:’. M
Chief of Staff to the Presidant o ' ) N o,
The White House. . . . ;
1600 Pennsylvania Avenue, :%} W""’ ﬁn ‘»“Am

o mga...ﬁa&&,,n-mw
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EXECUTTIWWVE O FFIOE O F THE PREBIBERNT
26~Aprw-1985 Q3:26pm

TO: Bruce N, Reed

FROM: Diana M. Fortuna
bomestic Policy Council

e Jeremy D, Benami

SUBJECT: S8 kids: Conrad vs, Slattery

»

I sent vou & copy of my e-maill to Carol yesterday on children's
§5I, but I wanted to flag the isgue for you a bit more. As you
know, we have been urging folks to wait for the Slattery
Commigsion, but now £lattery has come up with some preliminary
recommandations. He would grandfather in all the current kids,
but take a tougher approach prospectively.. We are urging him to
do numbers, 0 we can get a better handle on how tough this is,
and make sure that we are absolutely comfortable denying
eligibility to the types of kids who would be cut off in the
future before we endorse any specific recommendations,. BHocial
Securlty has been working with $Slattery, and thinks, at least at
the staff level, that he is deoing the “right” thing
programmatically -« in fact, they'wve been working on a very
similar proposal. I have urged them to Kegp it gquiet, but
Slattery knows that SSA agrees with him -- a point that Slattery
made to Carol yesterday.

Carcl and Slattery spoke vesterday so he could update her on his
ideas. He is clearly nervous that we should stand behind him. He
thinks his propeosal is not that far from Conrad and very, very far
from the House bill. .

Now the advocates are trying to build momentum for the Conrad
Bill, which wouldn’t do much of anything except require SSA to
study and revise how they do things -- so kidg wouldn 't be knocked
off directly by the bill unless SSA then revised its regulations.
I think 38A beligves it wouldn’'t give them enough to fix the
DIOGTam.

I got a call today from a Daschle staffer named Jonathan Adelstein
who sald that he iz trying te make Conrad the Democratic
alternative and that they are bullding support, bdbut that Slattery
ig undermining their efforts, characterizing Slattery ag almost as
bad as the House bill., I told him I thought he was exaggerating

' Slattery's proposals, and he backed off a bit and sajd he hadn't
finished studying it yet, but he is concarned. He wants a meeting
this waek with me, advocates, and Senate staffers to talk this



through.

The strategy I am fellowing at Carcol's direction is that we should
not spend all our time fighting each other {(Slattery vs. Conrad},
and that we are all trying to £ight the House bill. Clearly this
gtrategy depends on bheing able to defing a clear difference ‘
between Slattery and the House bill, I have told Slattery’s staff
and Social Security that they have to do this.

{One area where there clearly is a HUGE difference between
Slattery and the House bill ig the issue of cash: Slattery
preserves it, while the House bill would eliminate it for all
kids except those in danger of institutionalization. (Estimates
of what % of kids would be judged in danger of
institutionalization range from 3-25%.) This is truly a big
difference. The area where Slattery is vulnerable to charges that
he is close o the House bill is in the IFA test, or the
functional assessment test that is an easier way to gualify for
SSI. There is a lot of semantics here, but the House bill
aliminates it while Slattery modifies it -- but it's possible to
argue that Slattery eliminates it, t00.)

Another question is whether we are irying to save any particular
amount of money on our side in order to be credible, or whether we
don't care about that,

SSA is presenting numbers to me and Ken Apfel on Monday, SO we
should know more then. But I wanted to check in with you since I
know this plays into the larger politics of welfare reform. 1
have calls in to Wendell Primus, Rich Tarplin, Judy Fedar, and
othersg, but wanted you t¢ be aware of all this.
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April 27, 1995

MEMORARDUM FOR LEOM PANETTA : '

- v
FROM: Dana Fort:ur@ ( .
. * pomestic Poldy Council '

SUBJECT: Children's 8SI Program

Carol Rasco has asked me to update you in her absence on some
recent developments in the $51 program for dlsabled children.
Disability advocates, with some help from the Hill, are
pressuring us to back away from cur ganeral support of a
commigsion established to reform this program.

Background: As you know, there has been considerable press
attention in recent months to stories that some parants coach |
their children to “act crazy™ in crder to gquallfy for over $400 a
month in 881 cash benefits. The Social Security Administration
does not believe that such-incidents, are widespread based on a E
search of case records. However, the stories have raisged -
~questions about whether the current eligibility rules are strict
enough for children with miid behavidral problems, egpecially

since the cash payment is based not on the child's need, but on

the family's income..

Since 1989, the number of children qualifying for SSI has
tripled, with almost $00,000 children now on the rolls at a cost
of £5 billion. This growth has been fueled by three factors:
the addition of several behavioral disorders to the list of
gqualifying digabilities; a major outreach program: and the 18%0
Supreme Court "Zebley" decision reguiring a test of whether a
child funcrions in an age-appropriate manner {(the "IFA test").
Prior to the IFA -test, children could qualify only if thelr
condition was ¢one of those enumerated in a set af "medical
listings.” Advocates argusd that tha medical listings exclude
many rare conditions or ¢ombinations of conditions.

+

o address the problsam and identify reforas, Congress last yeasr
created the National Commission on Childhood Disability, chaired
by former Rep. -Jim Slattery of Kansas. §Slattervy's report was
originally scheduled for November, but he has accelerated his
work because the Hill is moving without him. Our position has
been that we should walt for Slattery's report before making
wholesale c¢hanges to the program, Expecting, howsver, that the
Hill would not walt for his raport, we have been working with S8a
and HHS to formulate cur own propesal to reform the program.
As part of its welfare reform bill, the House made two
significant changes to the program that we have criticized as too
severe. First, 200,000 children who gualified for benefits based
on the IFA test would be cut from the rolls. Sscond, the House



2

bill would eliminate cash benefits for all the remaining children
who are not in danger of institutionalization; 75% of the funds
saved would be plowed back into a new state block grant. States
could then choose what services to provide these children. :

(Cash benefits have come under attack because families are not
required to account for how they -use them. On the other hand,
cash gives families the flexibility to meet their children's
needs, such as allowing a parent to stay home and take care of a
disabled child.)

Recent Developments: The Senate is beginning to formulate its
position; it is not yet clear what the Republicans will do. On
the Democratic side, Senator Conrad is attempting to build
support for a bill backed by the advocates -that calls for minimal
change to the program. There are rumors that Senator Chafee may
support his bill.

Jim Slattery just got preliminary {and very tentative) support
from his Commission for a plan to cut back very significantly on
the IFA test (with children currently in the program
grandfathered in). Slattery's plan would preserve cash benefits
for all eligible children, and make other positive changes to the
program. (In addition, he has proposed moving the program from
SSA to HHS, a plan that may or may not make sense, but has
created a somewhat unproductive side issue.) ' '

We are trying to learn.more about Slattery's proposal on the IFA
test. It is particularly critical for us to know the number of
children who would be denied eligibility under his plan, and the
types of disabilities involved. In a further complication, his
proposal 1s very similar to the plan SSA is drafting, at least in
part because they have been working together. Some SSA staff
believe that the agency overreacted to the Zebley decision in
letting children onto the rolls and that Slattery's approach is
the right one.

The advocates are attacking Slattery's plan, arguing it is almost
as bad as what the Republicans passed in the House. Working with
Senator Daschle's staff, they are trying to unravel his
Commission's consensus and urging us to support Conrad over
Slattery. We are endeavoring to keep all the parties focused on
how to fight the House bill most effectively, rather than
fighting among ourselves. In particular, we would be concerned
if the advocates discredited Slattery, only to have their
proposal rejected by the Republicans as too mild, with the
resulting bill very tough on children. We will keep you informed
of future developments. : ’

cc: Carol Rasco
Alice Rivlin
‘Pat Griffin
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. Janel FORSGREN {fo
FROM; ) n @9%*\)

Assistant Director for Legislative Reference | U R G E N T
OMB CONTACT: Chrig MUSTAIN  385.3823 .

Legisintive Assistant's ling (for simple respenses):. 3957362

SURJECT:  Social Security Administrstion Proposed Report on Supplemental Securlly Income Program \

Y

DEADLINE: TODAY 4:00 pm Monday, May 22,1986

In gccordance with OMB Clreular A-19, OMB requasts the views of your agency on the abdve subjest before
advising on its reletlonship to the pragram of the Presidant.

Pisage advige us If this tom will affect direct spending or receipts for purposes of the
“Fay-As-You-Go" provisions of Titte Xili of the Omnibus Budget Reconciliation Act of 1980,

COMMENTYTS: The Senale Finance Committes will mark up welfare roform logisiation on Wednesday, May

24th,

DISTRIBUTION LIST;

AGENCIES: ' EOP;

428.MME - Vacant « (202) 850-7780 Kan Apfel

£28-Nationat Economic Countli - Bonyia Matihaws + (202) 458-2174 Boug Stelger
Barry White
Ketth Fonlenot
Richamt Green

Jack $maiiligan
Shannah Koss
Wandy Taylor
Chuck Konigsberg
Bruce Reod
Jeremy BereAmi
Pat Griffin

Jim Murr

Janst Forsgren

URGENT
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RESPDNSE TO LRM NO: 1404
LEGISLATIVE REFERRAL MEMORANDUM FILE NO: 18

If your response to thls reguest for views I simple (2.g., concurne comment}, wa prefer that you raspond by s.rnaif or
by faxing us tNs respoanse sheel.

if the response is simple and vou prafer to &all, please ¢all he branch-wide line shown below (NOT the analyst's ling)
to lsave a message with o fogisiative assistant,

You mey &lso respond by;

{1} calling the anslyst/sttomay’s direct line (you will be connectad 1o voice mail if the snalyst does not answer); or
{2 sanding us o memo of lotter,

Plaase lnclude the LRM numbar shown ebova, and the subject shown bilow,
TOD Chris MUSTAIN  285-3823
Office of Managerent and Budget

Fax Numbar: 3956148
Branch-Wide Line {16 reach legisiative assislant); 385-7362

FROM. {Caie)

{Name]}

{Agency)
{Telaphone)

SUBJECT: Social Securily Adminisirstion Proposed Repon on Supplemeanist Security incomse Program

The following is the response of our agency to your raquest for views on the sbove-captioned subject

Congur
No Objection

Na Commend

8os proposed edils on pages

Other:

FAX RETURN of pugas, attached to this response shaet
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DRAFT

The Honorable Robert Packwood
Chairmen, Comemittee on Finance
Uinited States Senate
Washington, D.C. 20510

Bear Chairman Packwood:

Ax you are gware, the welfarc refonn bill passed by the House of Representutives would
severcly cul Supplemental Security Income (§81) benefits for pour disabled children and reploce
cash puyments with services for most disabled children who become elipible in the future. Under
the Houxe plan, {50 many severely disabled children would no Jonger be ligible for cush
benefits. The House plan would eliminate cash benefits for as many as 860,000 disabled
childron over the noxt five years. Furthermore, changing from ¢ash 10 services managed by State
buresucracics gives famities Jess Hexibility, not more, in deciding how best to care for their
disabicd childrer. While the Administration supports ¢llorts to tighten eligibility rules o raisc
tha level of severity of children's intpairments required for children to receive 88T benefits, we
strongly betieve that the program should continue 16 provide only cash benefits, Tl House plan
1o provided block grants to Siates for services should be sojected.

881 benefirs for disabled children supplement the wconie of seme of the noediest, pocrest
fumilies in our communitics - families raising disubled chitdren, Cash assistance is the purest
way o holp these families maintain seif-sufficiency, With cash assistance, these needy familios
have the flexibility to determine for themselves how bost to care for their disubled children in
their own bemes. Cash benefits may be used by the family to help provide basic necessitics
{such as towd, clothing, and shelter) for a child with disabilittes and 10 cover the additional costs
ol reising and coring for such a child; the government does ot act as 2 middionsn to define or
regulate the necds of these children. The House bill simply goes too far in reducing benefits and
represets 4 serious disservige 10 these children and their femilics. OF the estimated 1,075,000
children who would became eligible for benefits between FY 1996 and FY 2000 under ¢urrent
law, we estimate that 4s many as 860,000 would no longer be eligible for cush benefily under the
House hill. Vor the 88T program, block grants to the Stntes to establish programs for providing
services woulld mean placing newly created bureaucratic mechanisnis bepween the (amilies in
need and the bonefiis 1o be provide, a5 well as Hmit the services availuble for these childres.

Thix % 001 10 gay that the rules of the 881 program do nat deseeve u re-cxamination. We
belicve the current eligibility rules permit some children who are only slightly disabled to receive
bonefits. The idea that legislation should be passed to incroase the required level of severity of
impairments for children to receive §3! bonefits is worthy ol serious consideration. 1o the
provess of this consideration, we aro particularly concerned that ways be found to make
subjective criteria used for determining the level of severity less susceptible to manipulution by
uppliconts 1o the progrum, We are committed to preating the most rational statutory and
regulatory framewsark to peemit SSA, through oue ows offices and Fedetally-funded State
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Disability Determination Services, to administer the $81 program efficienily and fuirly. Alstof
good work is being dome on how bast to sddress this issuc, including the work of Senutors
Moynitan and Conrad, the National Childhood Disability Commission, and the National
Academy of Socia! insurunce, We siand ready to work with you and your cominittee 1o make
surc that only those who truly need assistance recoive benefits.

In wddition to our support for cash assistance and the need to tighten ¢ligibility, we albso
believe thet increased program acceuntability would improve the 831 progrun. SSA already hus
tuken some gutions that are intended t¢ improve accountability within the S8 program. S§1
benetits for minor children are paid on thelr behalf to a representative payee, generully the
parent. I'he puyes i3 givon broad, discretionary suthority for seeing that the puyments are used in
the bost interests of the ¢hild. Nevertheless, not all representative payees execuie their duties
responsibly. 8SA has underiaken ssversl initiatives to improve accountabillty in thiv area, Firyt,
the Office of the Inspector General (O1G) 18 conducting & nisk assessinent sludy it an effort to
determine those situations in which there is & grester risk that bonefits will not be used
apprapristely, 010 will report its recommendations luter this year, and any necessary chanpes 1o
strengthen the accounting program will be implemented. Second, 8SA hus established a
Representative Payment Advisory Committes, comprised of 13 outside experts in fields related
to various aspecls of representative payment. Twill ask the Advisory Commitlee to speuﬁcaél}
exanmine the representative payment program for childeen receiving 881 payment 1o assess us
effectiveness, The Committea’s report is due by July 1, 1996,

In addition, there are a numnber of idess for statutery changes to inprove aceountability
that we find worthy of further consideration. These inciude: expanding penalties for coaching
children (o act inapproprintely in order to be found eligible 16 receive benelits; increasing the
frequency of reviews of children with dissbilities w dotermine whether they continue (¢ be
cligible for 881 benefits; and providing for temporary ¢ligibility for centain children where
medical improvement as s result of treatment could be expected. We ulso bolieve propasals
should be pursued s provide for reduced paymens for additional children when multiple
children form the same family are found eligible for 81

Cin behalf of the administration, T want to reiterate that we gre strongly opposed to the
conversion of any part of this cash sssistance program into a sarvices program. As ] have
described above, we arc intensely engaged in cfforts to improve the quality and integrity of the
program and look torward 1o discussions with you in the key arcas of program eligibility and
ageountahility.

Sincerely,

Shirley §. Chater
Commissioner
of Social Sceurity
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S8t Jor Children: .
A Program Needing Direction
PRELIMINARY WORKING PAPER

Over the last few years, public attention has begun to focus on the enormous
problems in the Supplemental Security Income (S81) program. In the last session, we
addressed abuses involving payments o drug addicts and alcohelics by requiring such
recipients t¢ be in treatmeat, by improving the representative payee program, by
placing a lifetime limitation of 36 months on the amount of time they can receive:
benefits, and by tightening the monitoring of recipients with substance addictions.

This working paper is the basis for a legislative proposal to eliminate flaws and
ambiguities in the current child SS1 program.

Background

SSI was created as pact of the 1972 amendments to the Social Security Act (P.L.
92-603). It began providing assistantce to low-income disabled, blind, and aged
individuals in 1974, Since then, SSI has grown into a $24 billion program serving more
than 6 million people. In 1995, individual 881 recipients will be eligible for up to $458
per month in federal assistance plus an optional state cash supplement and Medicaid
coverage.

Inclusion of Children: When the program was developed in 1971, there was
significant debate over whether children should be eligible. The House thought so, and
the Ways and Means Commitiee wrote that disabled children “are deserving of special
assistance in order to help them become self-supporting members of our society.” On
the other hand, the Senate disagreed, stating that the lone difference between disabled
and non-disabled children’s needs was in medical cosis, Despite this difference of
apirions, the House prevailed and the enacted bill allowed child eligibility for SSL
However, despite the House Ways and Means Committee’s clear intention that the funds
be used {o help qualifying children become self-supporting, the statute contained ne
requirement that the assistance be used o do 3o,

Definition of Disability: For SSI purposes, an adult ié deemed disabled:

"if he is unable to engage in any substantial gainful activity by reason of any
medically determinable physical or mental impairment which can be expected to
result in death or which has lasted or can be expected to last for a continuous
periog of not less than twelve months,™

Substantial gainful activity (SGA} is generally defined as $500/month. A
- child ¢an qualify for SSI:

"if ke suffers from any medically determinable physical or mental
. impairment of comparable severity” to that of an adult.
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Pre-1990: For the first 16 vears of the program, children were considered
disahled if their impairments met or equalled the severity ¢riteria lisied in 8847
muedical standards (called 3 listing}. Adults who did not qualify under this test could
still be found eligible under 2 residual functional capacity test based on their ability to
engage in substantial gainful activity. This second level of evaluation was not applied to
children because they generally do not work to support themselves. Thus, in December
of 1989, only 296,000 children were in the program.

The Zehley Decision and Post-1990;: However, in February of 1990, the Supreme
Court, in Syllivan v. Zebley, issued a ruling which would have far-reaching implications
for the 881 program for children. In if, the Court found that the evaluation for
children violaied the “"comparable severity” portion of the statute. Thus, it ordered SSA
to adopt a process for children analogous to the adult procedures. S5A responded by
adopting a second tier whereby children whose impairments do not meet the listing
could still qualify through an individualized functional assessment (IFA}, which
compares the child’s behavior to that of unimpaired children of the same age. Since the
adoption of the IFA and a revised listing of childhood mental impairments (which was
issued in December 1990), the number of children on 851 has more than doubled.

Rationale for Reform

SSI Now Provides Monthly Cash to Manv Children with No Strings Attached:
The child SSI program is out of control. What began in 1974 with payments to just
71,6{0 children has grown to include more than 860,000 children at a cost of over $4.4
billion each year, Most alarmingly, over half of this increase has come in the last four
years, and the program continues t6 grow today.

Needs Direction from Congress: The HHS IG recently issued a report on this
program. The IG found that the program lacked clear direction from Congress.,
Without a well-defined purpese, 581 provides cash to these children but does not require
that the mioney be used constructively or for disability-related porposes. It is no wonder
that 50 many problems have been reported, and thai the public is demanding change,
Specifically, the 1G wrote that:

** SSI does not cons:der the added costs to a famlly created by an impairment in
determmmg a child’s eligibility. :

** neither the statute nor the regolations include a requirement that payments be
used solely for the special needs of children with disabilities.

“*% many of the children's needs are bﬁing addressed, at least in part, by other
assistance programs {such as feod stamps, AFDC, and a variety of s;zecxai
education services).



In concluding its report, the IG wrote:

"We believe that the intent of the 881 pregram for children with disabilities, and
the manner in which some children are determined eligible by individualized functional
assessrents need to be revisited by Congress.”

Muoral Hazard; With its lack of direction, the current system can create an awful
dilemma for parents of disabled children, Should a ¢hild receive the treatment which
could lead to self-sufficiency, his or her 8§81 eligibility would be threatened and the
family could lose its monthly cash benefits. Thus, a system exists which provides a
disincentive for receiving treatment. This disincentive fails the recipient and the
program,

Additionally, the existence of cash benefits can create an incentive for seeking
classification as disabled. Aleng with this classification often comes a stigma which a
child cannot easily overcome. Thus, if a child with 3 condition that can be expected to
improve is classified as disabled, this can create a cycle of dependency and hamper
further development.

Reports of Problems in the Program: My office and many other congressional
offices have heard from a variety of sources (parents, teachers, social workers, school
officials, Social Security workers, and administrative law judges) who have numerous
concerns about the current program and accounts of problems. Reports such as these
are too prevalent for a taxpayer-funded progranm:

** the parents of a child with oppositional disruptive disorder refuse to
allow the child counseling due to fear that the child’s condition might
improve, and therefore the child would lose eligibility for benefits.

** the parents of a child with attention deficit disorder refrain from giving
the child Ritalin so as not to allow the medication to "screw up his 8S1.°

** 3 16-year-old child who had 2 childhood illness and had been on SST for
quite a few years came into a Social Security office {o veport income from
a job she had gotten. When asked about her disability, she said that she
had none and the SSI payments were simply money that her mother gave
her.

Flaws in the Program: Reporis ahound of children with allegedly suspect
disabilities qualifying for assistance, Behavior that could be addressed by parents or a

school counselor can qualify a child for morc than $5000 a year in assistance (plus
Medicaid in most states). In fact, GAO found that 13.3% of all child awards are for
disabilities classified as behavior problems. Clearly, we should help families of low-
income children with serions physical or mental disabilities. However, we should target
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this assistance to ensure that it used appropriately.

Few If Any Reviews: The current system provides cash payments to children
with behavioral problems, and, once a child gets on the program, even if he or she has a
condition which could improve, the child often remains on it without a review of '
disability, until age 18,

Households Can Have Several Recipients: Currently, a number of membersof a
single household can receive maximum henefifs,  An SSA study found that there are at
least 66 households in this country with 12 SSI recipients. At 1994 levels, such a “
household would receive a pofential federal benefit of over $64,000 per year (plus the
possibility of an additional s{aze supplement and Medicaid coverage depending on the
statel.

Attractive Benefits: Some suggest there are those who move from the Aid to
Families with Dependent Children (AFDC) program to SSI in order to take advantage of
S551's more generous benefit amounts, The HHS IG studied one sample of children on
581 in 1992 and projected that 58% were receiving AFDC benefits at the time of their
SSI applications.

To llustrate, look at the State of Wisconsin using January 1994 benefit levels, A
Wisconsin family of three (one mother and two children) on AFDC would receive $6,204
annually. However, if one child qualified for SSI and the other child and mother
remained on AFDC, the family would receive $11,682 annnally, or an increase of
$5,448. And, if both children qualify for 851 and the mother remained on AFDC, that
family would receive $15,720 annually, or an increase of $9,516.

Summary and :ﬁoals of Reform
Supplemental Needs Assistance For Disabled Children

Summary: With this entitlement program growing rapidly, and with reports of
abuse prevalent, it is imperative that Congress reform this pregram now. We must
ensure that necessary assistance is targeted to seriously disabled children. At the same
time, instead of providing monthly cash with po requirements, we have to target services
directly to the needs of these children. And, while there are some disabled children
whose circumstances cannot be expected to improve, our objective must be to make
assistance constructive. In so doing, we should ensore that it plays a role in improving
the long term outlooks of disabled children who conld one day be self-sapporting.
Finally, we should only provide assistance io seriously disabled children.

Therefore, this working paper is focused on two central goals:
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(1) targeting the necessary assistance to seriously disabled children; and,

(2) amending existing coverage to provide additional medical services, durable
goods, and other necessary items {ruther than cash paymenis) to disabled
children to maximize their opportunities to become self-supporting.

The propesal achieves these two goals by building on existing resources. By
supplementing Medicaid coverage, it constructively targets the necessary assistance {o
seriously disabled children.

Specifics
Eliminate Pavment of Cash SS1 Benefits to Children: SS1 payments are designed

to replace income which a disabled, blind, or aged person cannot earn due to an
impairment or age. Most children do not earn income to support themselves regardless
of whether or net they are disabled. Therefore, for a child, there is generally no income
to replace. Moreover, programs already exist to meet low-income children’s needs
which do nof arise from their disability. Under this propoesal, individuals uvnder I8
years of age would no longer qualify for the SSI program.

lermental N ssistance to Disabled Children Replaces SSI:  Assistance for
supplemental needs would be provided te children determined disabled. This
supplemental needs assistance would replace the relatively no-sirings-attached cash
currently provided by SSI. Qualifying disabled children would be provided with
standard Medicaid coverage and supplemental coverage for disability-related items and
services.

The abjective of this supplemental needs assistance is to target resources to
qualifying disabled children so that their disability-related needs are met in 3 way that
allows them fo maximize the chances that they will one day achieve independence and
engage in substantial gainful activity., The coverage for low-income disabled children
would then concur with the Senate Finance Commiitee’s ohservation in 1972, that the
needs of disabled children versus those of non-disabled children, "are generally preater
only in the area of health care expenses.”

Supplemental Needs Services; The expanded services would include these that
the HHS IG has identified a majority of states now offer as optional under their
Medicaid programs. They include rehabilitative, physical therapy, clinic, psychologist,
speech, hearing and language disorder, diagnostic, and inpatient psvchiatric services,

In addifion, other disability-related items considered fo be necessary may be approved if
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they are a part of the ¢hild’s regular trestment plan. Examples could include
wheelchairs, ramps, and other items to improve the child's quality-of-life.

eration of Supplemental Need istance: Responsibility for providing the
supplemental needs assistance wonld rest with HHS, through HCFA. However,
eligibility would continne to be determined by the state disability determination services
{medical) and SSA {financial). The supplemental Medicaid coverage, like the standard
Medicaid coverage, would be overseen by HCFA and administered by the states. Thus,
the supplemental needs assistance would Jeverage existing resources and NOT create a
new hureaucracy. The services covered under this supplemental assistance, that are not
already provided for by a state’s Medicaid program, would be paid for by federal
funding to prevent additional mandates from being placed on the states.

The day a child gqualifies, he or she would be provided with a treatment plan by a
qualified medical specialist. This treatment plan, which must be approved by HCFA
and adhered to as a condition of continuing eligibility, establishes the disability-related
needs of the child and a strategy for meeting those needs and fulfilling the objective of
the program. As such, the treatment plan may require services or items beyond
supplemental coverage, which would be capped at $3,000 annually. The cap ceuld he
waived only under exceptional circumstances and with the Secretary’s approval.

) Irs Practice; Ouce the plan is approved, the recipient is issued an eligibility card.
The card allows those recipients who require disability-related items and beyond
supplemental coverage that are part of the approved treatment plan to purchase them in
the general marketplace, HHS will be charged with implementing the necessary
outreach, verification, and security te support the eligibility card.

If the items are of a personal needs variety, they would be listed on the child’s
card along with the payee’s name. They could then be purchased at stores, and the
stores would be reimbursed by HCFA. For example, a qualifying child who is
incontinent would receive diapers as follows:

* First, they would be part of his or her treatment plan,

* Second, the payee would present the eligibility card at a local store. The store,
which sees that diapers are a reimbursable expense, would provide them to the
payee, checking with an 8004 for verification if necessary.

* Third, HCFA would reimburse the store on a monthly basis,

If the items are not monthly needs and are more capital-intensive {a ramp outside
a residence, for example), the eligibility card would still be used and prior approval
would be required. The 8004 would assist providers with the procedures for gaining
approval and reimbursement. Again, the treatment plan would have to specify that the
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itemn is necessary to fulfill the objectives of providing supplemental assistance. Once the
item is approved, the provider delivers the item and is then reimbursed by HCFA.

Mandatory Redeterminations: Before the 103rd Congress, there was no required
review of centinuing disability fer SSI recipients, The result was a program that, for all’
practical purposes, provided possible life-time benefits regardless of improvement in a
recipient’s condition. In the last session, a mandatory review was instituted for child
recipients at the age of 18. However, this is still not frequent enough to protect
taxpaver funds,

‘This prepesal includes a required redetermination for those children receiving
supplemental needs assistance whose conditions might be expected to improve. This
redetermination would require more reguiar examinations of recipients to determineg
whether a disability continues. Qualifying disabilities would be categorized into two
designations of improvement: possible and not expected.

Children whose conditions are categorized as possible for improvement (such as a
child classified as low birth weight or a child whe has received a kidney transplant)
would have their eligibility redetermined at least every five years. Children whose
disabilities are not expected to improve (such as a child with severe Down's Syndrome)
would not be required to have a redetermination. Upon reaching adulthood, children
receiving supplemental needs assistance whose disabilities continue can apply for 881
benefits as adults,

Eligibility for Supplemental Assistance and the Definition of Disability: The
fimancial requirements for the program would be the same as for the current $81
program, with Medicaid asset divestiture rules applying. Hewever, the definition of
disability would be altered to clarify that only seriousty disabled children should be
receiving this assistance.
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