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AGENDA: June 9, 1998

BOARD OF SUPERVISORS
County of Santa Cruz
701 Ocean St., Fifth Floor
Santa Cruz, CA. 95061

Re: Support for Federal Legislation to Create Work Incentives for Persons with
Disabilities ( HR 3433 and S1858)

Dear Members of the Board:

Background:

Existing federal Medi-Cal and Social Security Disability Benefit laws and regulations
contain unintended disincentives to persons with chronic, severe, or chronic illnesses
wanting to return to work. These disincentives inhibit many disabled citizens from even
attempting work because of the threat of lost health coverage and/or permanent
withdrawal of disability benefits. Many advocacy groups representing disabled
individuals have been working with the federal government for the past decade to create
supports and incentives for work rather than against work. HR3433 and S1858
address these issues and enjoy bipartisan support.

Basic health costs for citizens with disabilities can be astronomical and the fear of loss of
health coverage and ability to pay for essential medications and care is the biggest
obstacle that HR 3433 and S1858 address. In addition, the legislation recognizes the
reoccurring nature of some illnesses, allowing persons to go on and off benefits without
the difficulties currently encountered. The bill also includes incentives for employers who
hire the disabled.

These changes can result in increased independence and improved quality of life for
* individuals with disabilities and also reduce.burdens  on the taxpayer.



,‘. c ;
I

94

Recommendations:

It is, therefore, RECOMMENDED that your Board:

1. Adopt the attached resolution supporting HR 3433 and S1858, and
communicate this support to federal legislators representing the district and state.

CM:RK:ep
Attachments

Charles M. Moody
Health Services Administrator

RECOMMENDED

Susan Mauriello
County Administrative Officer

cc: Auditor Controller
County Administrative Office
County Counsel
HSA Administration
Community Mental Health
Congressman Farr
Congressman Campbell
Senator Boxer
Senator Feinstein
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BEFORE THE BOARD OF SUPERVISORS
OF THE COUNTY OF SANTA CRUZ, STATE OF CALIFORNIA

RESOLUTION NO.

On the motion of Supervisor
duly seconded by Supervisor
the following resolution is adopted:

RESOLUTION SUPPORTING THE PASSAGE OF HOUSE OF REPRESENTATIVE
BILL 3433 AND SENATE BILL 1858

WHEREAS, current Social Security law includes many disincentives to work for disabled
persons; and

WHEREAS, maintaining health coverage is a critical component for assisting disabled
persons in returning to work; and

WHEREAS, financial incentives to employers are an important element in creating job
access for persons with disabilities; and

WHEREAS, House of Representatives Bill 3433 and Senate Bill 1858 address many of
these disincentives to work and has broad support from the disabled community; and

WHEREAS, this legislation would have significant benefits for disabled citizens of Santa
Cruz County,

NOW, THEREFORE, BE IT RESOLVED that the Santa Cruz County Board of
Supervisors hereby urges federal legislators to support passage of these bills,

PASSED AND ADOPTED, by the Board of Supervisors of the County of Santa Cruz,
State of California, this day of , 1998, by the following
vote:

AYES: SUPERVISORS
NOES: SUPERVISORS
ABSTAIN: SUPERVISORS

JANET K. BEAUTZ, Chairperson
Board of Supervisors

. Al-TEST:
Clerk of said Board

APPROVED AS TO FORM



Iati ~,nal Senior Citizens Law CeXltcr

Social Security and SSI Advocates
March 31,1998
-. -

16, HOUSE AMI SENATE  hWiWXJCE ‘WORK  hKENTIVES  8ILLS.

Disabiiiq  advocates have been working with Members of Congress to remedy the
- disincentives co work which cdst in the Sociei Security and SSI disability program. To
remove the main barriers IO the enployment  of persons-.vith dis?bi!ities, advocates have
recommended that proposed legis:adon include: (1) extension of health benefits, i.e.,

Medicaid and Medicare; (2) making work pay by removing financial penalties for going
to war-L;  (3) enhan&g consumer choice of vocational services and providers; and (4) co
increase work opporrhries,  provkhg  employer Incentives ;o hire persors  wi.131
disabilities.

Two bills  were recently introduced in rhe’U.S.  Eouse of Re;resexatives and
Senate &at would provide work incentives to So&al Secutiig disability beneficizuias. The

If bills,  H,R, ,?+;iz 2nd 5, 1858, have b&,&L? sxppon qnd take ,differenc aporoaches  to
dh4JJiIb8 biL4 ?Ulbl-, I&~-L noichu~  adrhcaing  nJl nf r h n  irinntifinrf hqm’nw

a. House 5iil

The “Tick: to Work arid Seif-SufZcier,cy  AC: of 1995,” i&R. 3433 (copy attached),
was inrsoduccd  on .March  il, i998, by Jim Br;rti, ,c U?-KY’,,  chai: of the House Ways and
Means Subcommirree on Sod SXU!S;, and Srbara iCenne!bq  [D-CT), Rackng Minorir~
of the SubcommiEee. It has four components destibed Mow:

l Ticket to Work. The Ticket :o Work -z~ould  zllow SSI and Tide 11 disabled
bene.iidaries  to obttin empldymenr, vccational rchabiiiradon  rW’Rj,-or other support
genices from either a pblic  cr itiycaCe e,@op:zt n~,~~rk  of rhc 5enefidaqh c.hoic~,

who is willing to grotide  setices- Papeats  ~ou!d be nzde co +SIe  provider through an
: gctccme based  aa=! ~estor,s,‘ou~csmt-based  SJE:E& pqfng CY?/s  of eke average
disabiiig be&it for each rnontb that a hen,,,+iazy does not receive a bezefir;  pajjezt
due to work acziviq~.

4
l &~~ion of Medicare covmage. Tke bi!l extends iMedicare coverage for two

additional years, for a total of six pears (before buy-h at fuU Part A pzxnium) horn the
rime of the firs?: work attempt.

: 9t Tax credit. The Inter-xl Revere Code wound be amended to provide a tax
credit up to SSOOO for irnpaiArrnenr-related  work expe,-es.  It would cover attendant care
se.tiges  at the place of enploymert  and other expenses in connection with -he work place
@Gzh are necessary to enable :he individual to work.
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l Earned income offset. SSA would be required to condua demonsmadon
97

projects to evalua:e  a +n-ogram for Tide II beneficiaries under w’tich  benefits are reduced
by $1 for each $2 of eam.ings  abcve  a levei set by the Commissioner. This is similar  to
the way that earned  inccme is neared in the SSI program.

in
vr

curity Subcorn-mitree held a ‘nearing on March 17,199s.  Wimesse~LUG OWUYI  v-
cl&d SSh, several disability advocates,  a disability beneficiary, and public and private

. ,\ pror,idm.  *Attached is SSA’s written testimony which generally supports the bill but
opposes the demonsrradon  project mandate . 0tebarding  the income offset. Qo artached is
.L~ ,.rrirrpn r,~c+mnnv.r  nf the cy-sa-y~~~m for Citizens M& Disabfii& wfiih analyzes de

, LlLG VIIILIL‘I, cbduur..“..; w. ---
----- _. _.

bill and measures it against the benclxnarks mentioned above.

The Sock1 Secdr):  Subcommitte+p approved tie bill by voice vote on March 25,
1998, and referred it to the full Excuse Ways and Means Commi-i~ee where it is expected
to be taken up after Lx Spdng Ccngressional  recess.

b. Senate bill

On JMarch  25, i998, S. 1858 was inroduced, “The*Work  Incexives Improvement
Act of 1998,“‘sPcnsored by Sens. Jeffords (R-VT), Kennedy (D-&l-A),  and Xarkin (D-LA).
S. 1858 takes a difr--*.-‘DFDTI:  approach to removing employment barriers. Unlike HA 3433,
the Senate bill incule1 d s neisher a “ticket to wor~/voucber program nor a tax credit
Provisions include:

l Health benefits. Mb-.pdicare ?aa~ h would be available ar no cost for those who
return to work up TO 2X percwAAapt of poverty. At &at point, a bri-in -tiould be available
based on 10% of earxd income above 250 percex of poverty. A new “Stare Work
Options Program” to .’ -lav for perscnal assistance services and prestipdon  drugs would b
offered to states as an option. T’%e  bill also strengthens current State Medicaid Waiver
projects that p-4-vi& hea!21  and s.upuc~  services to persons with disabilities who want t!A
work

l Demonstration projects. ‘L.&e the House bill, S. 18.58  supporc~  *&e
&v&qxilent ofdexiXnSXZiiGn pi3jE.22 tiaCgL-a&ally phase opt r.be  ~CSS of cash benezc

as earned ;,ncome rks.

..-

.f..-

28 4,



Summary
of the

Work Incentive Improvement Act of 1998

- .-
. . Xl‘:

March 25,1998

On March 25, 1998 Senators Jeffords and Kennedy will introduce the Work Incentive
Improvement Act of 1998 (WIIA). Social Security Disability Insurance (SSDI) and
Supplemental Security Income (SSI) beneficiaries’ lose cash benefits and health insurance when
they become employed. WIIA creates incentives for these beneficiaries to .work by continuing
access to health insurance and providing other incentives compatible with employment. It will
also assist individuals who would be eligible for cash benefits and federal insurance coverage but
work, to have access to affordable health coverage when they wish to work.

The legislation contains costs by allowing individuals to buy-in to Medicare under certain
circumstances; reduces escalating expenditures in the SSI and SSDI programs; and gives the
States the opt&n of providing key services connected to employment to provide greater
opportunities to its disability populations, which will reduce the strain on State public assistance
programs.

Background
. ..-

Social Security Disability  Insurance Recipients. Under current law an individual receiving
SSDI and Medicare may return to work and receive cash benefits for a 9 month Trial Work
Period (TWP), working at the level of Substantial Gainful Activity (SGA): defined as
$SOO/month,  plus a 3 month “grace period.” Also, an SSDI beneficiary who waits 24 months
from the “onset of a disability,” becomes eligible for Medicare, Parts A and B. Inthe  13th
month of work: (a) the individual loses cash benefits; (b) Medicare Part A benefits that provide
acute illness and injury coverage continue at no cost; and (3) the beneficiary may purchase
Medicare Part B Hospital Insurance benefits for 39 months following the end of the TWP at the
same rate as retired, uninsured Medicare beneficiaries: about $43/month.

At the completion of the 39 month period, the beneficiary pays for both Part A and Part B at the
same rate as retired and uninsured Medicare beneficiaries, more than $375/month. This is too
expensive for many persons with disabilities. In fact, out of the more than 3.5 million SSDI
beneficiaries, only 114 individuals took advantage of the buy-in during fiscal year 1996. In
addition, some of the most important services to enable a person with a disability to return to
work are not available to them under current law, such as personal assistance’services and
prescription drug coverage.

Supplemental Security Insurance Recipients. Under current law an individual receiving SSI
and Medicaid may begin or return to work and receive cash benefits under the Section 16 19
Program administered by Social Security. Cash benefits are reduced on a sliding scale based on

1
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a formula that reduces the monthly cash benefit check by $1 for every $2 earned above SSI’s
SGA level: defined as $85/month, with a $20 monthly earnings disregard. The beneficiary
is also able to continue receiving Medicaid with net earnings up to 250% of poverty-

THE OPTIONS PROGRAM
An Opportunity to Fully Integrate Through Occupations

When an eligible SSDI beneficiary has identified an employment opportunity, they would be
eligible to enter the Opportunity to Fully Integrate Through Occupations (OPTIONS) Program.
A w&rk Incentive Counseling and Assistance Program wouladucate  and guide the beneficiary
through the process.

Under the WIIA, SSDI beneficiaries, with the help of Social Security  Field Office personnel,
would be able to sign an OPTIONS form. Long-term beneficiaries (those who have been SSDI
beneficiaries for longer than 24 months) would not suspend their cash benefits but would remain
under the restrictions of SGA of $500/month  in earnings in order to continue to receive cash
benefits. An OPTIONS form would be available at SSA, Vocational Rehabilitation, job training
and referral centers and other federal and state offices that are responsible for elements of
existing disability programs. SSDI beneficiaries may sign at any time following a determination
of eligibility.

Those individuals requesting OPTIONS participation and in need of job training, vocational
rehabilitation or other services to facilitate their reentry to the workforce would, upon request, be
immediately referred (as under current law) to State or private vocational rehabilitation
providers, or to other job training services. Those SSDI long term beneficiaries who are ready to .
return to work would be eligible for Medicare Part A and Part B coverse on the month
following their eligibility determination and signing a form. As an OPTIONS participant,
the individual would also be eligible for services established under a State Medicaid buy-in
option.

16 19 A and B participants would be considered for benefits under OPTIONS without having to
enter the program, as 16 19 A and B is considered the “work options program” for SSI
beneficiaries.

Following determination of eligibility under SSDI, new beneficiaries (those receiving cash
assistance but in the 24 month waiting period for Medicare) would be offered eligibility to the
OPTIONS program. Upon choos’ing  to be an OPTIONS participant, health benefits included jlL/flJ&

under the State Medicaid buy-in program would be made available, as long as the participant ,‘( A+’

meets the state’s definition of “eligibility”. &J/J *.Q4i

Note: if an OPTIONS participant in the 24 month waiting period ceased working, or did not
begin working, s/he would return to their prior benefits eligibility status before exercising
OPTIONS. Thus, if an OPTIONS participant was eligible for cash benefits, signs up for

2



OPTIONS, and leaves work for any reason, the individual would return to cash benefit .: ’ l

eligibility. .;

Effects of the Legislation

There are four categories of persons with disabilities who would benefit. *

1. Work-eligible individuals who are between 16 to 65 years old. SSDI or SSI
beneficiaries who intend to begin br return to work, and are in need of Personal. . .
Assistance Services (PAS) and prescription drug coverage.

2. Individuals who are receiving SSDI cash benefits, but have not completed the initial
waiting period of 24-months for Medicare benefits.

3. SSDI beneficiaries who are receiving cash benefits and are covered by Medicare.

4. Working persons with disabilities. Individuals who are determined by the State to need
PAS or prescription drugs in order to be able to work. This category does not include
individuals who are currently receiving SSDI, but does include those individuals who are
currently in SSI’s 1619 program and need PAS.

How the Incentives Would Work for Each of Ihe 4 Categories

1. Work-eligible individuals who are between 16 to 65 years old. States would have the
option to offer personal assistance services and prescription drug coverage to non-
working SSDI or SSI beneficiaries who intend to begin or return to work as defined by
the state, under a new State Medicaid work incentive option called State Work Options
Program (SWOP). States would have the option to establish a co-payment for each
service for participants who have incomes 150% above poverty. States would be required
to give priority to those 16-25 years of age.

2. Individuals who are receiving SSDI cash benefits, but have not completed the initial
. waiting period of 24-months for Medicare benefits. Following determination of

eligibility under SSDI, newly determined beneficiaries would be offered eligibility to the
OPTIONS program when they have identified an employment opportunity. If a new
beneficiary chooses to participate, the State provides PAS and prescription drugs under
SWOP if the new beneficiary meets the State eligibility criteria. A State may require
participants to pay a copayment if their earned income is above 150 percent of poverty.

If the participant terminates employment for any reason during the waiting period for
Medicare, they would resume their former status in the waiting period, with credit given
for time worked toward the 24 month waiting period requirement for Medicare coverage.

3
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SSDI beneficiaries who are receiving cash benefits and are covered by Medicare.
For those persons receiving SSDI cash benefits for more than 24 months, who enter the
OPTIONS program, cash benefits would cease, but the individual would be eligible for:

Medicare Part A for free  up to 250% of poverty (earned net income). Beyond this, Part A
premiums will be based on a sliding-scale of 10 percent of amounts in excess of 250% of
poverty (earned net income).

- .
Medicare Part B for the regular premium amounts paid.

Any available State Medicaid buy-in (as established by the WIIA under SWOP or under
current State waiver authority).

An ability to deduct from the level of earned income (gross), the costs of “those items &
necessary for traveling to and from work“? “durable Medical Equipment @ME)“, and ti

costs associated with the purchase of an automobile in an area where the Commissioner
of Social Security determines that public transportation is not readily available.

Provisions regarding the $500 SGA suspension of cash benefits following 13 months of
work still apply in order to maintain cash benefits. . -*

Working persons with disabilities

By joining the OPTIQNS  program, working persons with disabilities who are determined
by the State to need PAS and /or prescription drugs in order to work, and meet the State’s
definition of work, would be able to purchase these services under the State’s Medicaid
Work Option Program (SWOP), if available.

SSI beneficiaries who are participating in 16 19 A and B will be able to purchase PAS
under the SWOP, without having to enroll in the OPTIONS program, if these benefits
are not currently available under the Medicaid State plan.

.

It is required throughout the bill that all OPTIONS participants must enroll in
employee-sponsored health insurance in order to be eligible for this program.

-.

Medical Insurance Coverage under the OPTIONS Program

Medicare Buy-lrz. For Medicare Part A, if an OPTIONS participant’s adjusted net income
reaches 250% ofpovery,  s/he would pay a portion of the Part A premium, based on 10% of the
monthly net earned income above 250% of poverty. Premium amounts would be capped at the
premium rate for 65+ Medicare beneficiaries. This Medicare Part A buy-in program would be

4



avdilable  as long as the individual remained working above SGA. For Part B the recipient \+ouldI
continue to pay the same level of premiums as required under the law. -

.; _

Amounts would be paid monthly and reconciled at the end of the year by the beneficiary based
on 10 percent of net earned income above 250% of poverty. Refunds or obligations to the
beneficiary would be calculated and distributed by the IRS. All beneficiaries would have to
enroll in employer-sponsored health insurance in order to be eligible for the OPTIONS program.

Medicare Coverage Continuation/Termination. All OPTIONS participants with earned income
under 250 percent of poverty would receive free Medicare Part A, and Part B for the regular
premium amounts paid. Coverage would begin no later than one month following the signing of
an OPTIONS form.

If the beneficiary fails to pay premiums for Medicare coverage following a 90 day grace period,
and for 180 days where the Secretary determines that there was good cause for failure to pay,
Medicare coverage will be terminated on the first day of the month following the periods above.

Private Plans First, Medicare and Medicaid as Payor of Last Resort. OPTIONS participants
would be required to utilize employer-sponsored health insurance plans (when available).
Medicare and Medicaid would always be considered the payers of last resort.

Note: In the event that there are exclusionary periods in the employer-sponsored health plan, the
obligation to subsidize Medicare premiums would remain a responsibility of the employer during
that exclusionary period.

Prohibitions
.

. Work activities will not trigger a Continuing Disability Review.

. Work activities cannot be used as evidence that a disability has ceased.

. Termination of work activities does not presume an inability to work.

State Work Options Program (SWOP)

OPTIONS participants, SSVSSDI  nonworking persons who are “preparing to work,” and 16 19
A and B participants, who are in need of additional services drugs would be able to buy-in to a
SWOP under Medicaid. If States choose to set up a SWOP, at a minimum PAS and
pharmaceutical benefits would be required. Any cost-sharing above 150% of poverty would be in
accordance with State policy.

If an OPTIONS participant leaves employment for any reason, coverage would continue under
the SWOP consistent with State policies and procedures.

5



. . 103
Waivers

Requirement for Response by HCFA to State Waiver Proposals. HCFA would be required to
respond to State 1115 waiver requests for programs that encourage a return  to work by persons
with disabilities no later than 90 days from the date of receipt by HCFA.

Broadening HCFA Criteria for Approval of Section 1 I I5 Waivers.

Language Reads:
_ .

“In determining budget neutrality under the provisions of Medicaid Section 1115 waivers which
are for the purpose of reducing work disincentives for persons with disabilities, the Secretary [of
HI-IS] shah take into account reductions in payments made to persons with disabilities under
Title II and Title XVI of the Social Security Act and other reductions in federal expenditures
made to, or on behalf of, such individuals when such reduced expenditures are a result of
earnings by such persons with disabilities.”

..!*.

Such language would better reflect the cost-savings involved when Section 1115 waivers meet
the medical needs of persons with disabilities.

Expansion of Deductible Items Under the Impairment Related Work Expenses

For those OPTIONS participants who are still receiving cash benefits, Impairment Related Work
Expenses (IRWEs) would be exnanded to include items connected with “preparation for, and
traveling to and from work, orientation and mobility services, and Durable Medical Equipment.”

The expansion of items (a$omobiles,  wheelchiairmotors,  etc.) fallin- the deduction would
provide an incentive for long term beneficiaries to return to work. These individuals would be
more hkely  to remain below the SGA level and continue to receive cash payments until their
income level rises such and cash assistance becomes unnecessary.

Work Incentive Counseling and Assistance Program

The bill directs the Commissioner of Social Security to establish a Work Incentive Counseling
and Assistance Program at the community level, to assist in the outreach for and coordination of
the OPTIONS program.

SSA will educate and provide ongoing personnel development to new and existing work
counselors in the community, including public and private providers and counselors in vocational
rehabilitation, independent living centers, social services centers, and the Social Security field
offices. Identified counselors will advise the individual in choosing whether to participate in
OPTIONS program as well as assisting in the coordination and interaction of the new work
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incentives, the disabled consumer, available V.R. and job training services and Social Security to
facilitate the individual’s eventual return  to work. ’

.1 .

Demonstration Program: Sliding Scale Cash Benefit Offset for SSDI Beneficiaries* **

The Commissioner of SSA may conduct demonstrations to determine the most effective
methodology for implementing an earned income offset for SSDI benefits that result in a gradual
decrease in cash assistance as earnings increase that are: national in scope; conducted on a State,
regional, or national level; conducted by public agencies or private, not-for-profit organizations;
using calculations made on other than a monthly basis; tiing  calculations in increments larger
than $1 loss in benefits for each $2 in earned income, e.g., $50 reduction in cash assistance for
$100 in earnings; using electronic funds transfer and other information technology to streamline
the administration of such offset; and offering beneficiaries information and advice regarding
such sliding scale offset through personal computer software.

The all-or-nothing design of the SSDI program prevents most beneficiaries from attempting to go
to work. Unlike the SSI program, where recipients who attempt work and lose only $1 in cash
assistance for every $2 in earned income and can continue receiving Medicaid acute medical
care, personal assistance, and prescription medication coverage (up to State limits), SSDI
beneficiaries lose all cash assistance after earnings reach $500 per month (assuming in this
example that the Trial Work Period has expired). Further exasperating the situation, SSDI
beneficiaries receive free Medicare (which, because it does not cover personal assistance and
prescription medications is a lesser benefit than Medicaid) for only 36 months. After then, they
pay the fuI1 Part A premium, currently $330 monthIy, to continue coverage.

The result is that the vast majority of SSDI beneficiaries find that working to-their  maximum
capacity under the current SSDI work incentives rules is so costly they financially cannot afford
to work. They are financially and medically rewarded for remaining on benefits and punished for
attempting work. A difficulty remains in administering the existing sliding scale benefit offset in
the SSI program. The demonstrations conducted under this authority shall determine the most -
effective way of implementing sliding scale benefit offsets using variations in the amount of the
offset as a proportion of earned income; the duration of the offset period; and the method of
determining the amount of income earned by beneficiaries. Demonstrations shall use
state-of-the-art information technology and electronic funds transfer technology to streamline the
reporting of data and the implementation of the offsets. In addition, personal computer software
shall be developed and made available to beneficiaries, their families, guardians, and advocates,
to inform beneficiaries of these new work incentives and to assist beneficiaries in making
informed decisions regarding work. .

*** This will permanently authorize Social Security Demonstration Project Authority
for the States.



Evaluation of the OPTIONS Program 1’
. 10 5

Report and Recomtnendations  to Congress. Not later than 12 months after the date-of
enactment of the act, the Commissioner of Social Security and the Secretary of HHS shall jointly
evaluate and report to Congress on the incentive program and the demonstration projects.
Included in this evaluation would be recommendations to Congress for administrative and/or
legislative changes to better enable individuals with disabilities to enter or reenter the workforce.

Maintenance of Dattiqndate  to Report to Congress the Success of “Option” Incentives.

No later than three months (establishment), again at five months (progress report) and seven
months (recommendations as to permanently authorizing the program), Social Security, National
Council on Disability in consultation with the Secretary of Health and Human Services and
stakeholders would report to Congress data detemining the success of the “OPTIONS” work
incentives.

Effective Date/Implementation

Social Security is required to begin to offer these incentives no more than twelve months from
the date of enactment into law.

Sunset
.

This legislation is a ten-year entitlement program and will sunset in ten years if it is not
permanently authorized.
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