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April 9, 1987

Maxine H. Gillman, Esqg.

Counsel

Municipal Assistance Corporation
For The City of New York

One World Trade Center

New York, New York

Dear Maxine:

At your request, we have reviewed a bill being introduced
in the New York State lLegislature, a copy of which is appended
hereto {(the "Bill"). The Bill would exempt from the sales and
compensating use taxes imposed by the State of New York (the
"State") within The City of New York (the "City") pursuant to
section 1107 of the Tax Law (the "MAC Tax"} the purchase of
designated food items eligible for purchase under the Federal
Food Stamp Act of 1977, as amended. It would exempt such items
from the MAC Tax only when purchased with food stamps. The State-
ment of Support accompanying the Bill recites that such an
exemption is required under Federal law as a condition to parti-
cipation in the Federal Food Stamp Program, under which residents
of the State receive such designated food items with a value
in excess of one billion dollars per year. This exemption, which
would also apply to the Statewide and all locally imposed sales
taxes, would result in a loss of ten to twenty million dollars
to the State and its localities, according to the Memorandum
accompanying the Bill.

As you know, the MAC Tax is a principal source of
payment for the debt of the Municipal Assistance Corporation
For The City of New York (the "Corporation") issued pursuant
to its General Bond Resolution adopted July 2, 1975 and its
Second General Bond Resolution adopted November 25, 1975, each
as amended and supplemented (collectively, the "General Bond
Resolution"). Each of the General Bond Resolutions provides
in Section 1202(f) that the following is an event of default:



"the State shall for any reason fail or
refuse to continue the imposition of either
the Sales Tax imposed by Section 1107 of
Article 28 of the Tax Law as the same may be
from time to time amended or the Stock
Transfer Tax...or if the rates of such taxes
shall be reduced to rates less than those in
effect on July 2, 1975;"

The Bill raises two questions:

First, whether if enacted into law it would be a failure
or refusal by Lhe State to continue the imposition of the MAC
Tax as the same may from time to time be amended; and

Second, whether if enacted into law it would constitute
a reduction in the rates of the MAC Tax to less than the rates
in effect on July 2, 1975.

The ultimate issue is whether the exemption and exception
from the tax imposed by Section 1107 contemplated by the Bill,
if enacted, will precipitate an "event of default" as defined
in Section 1202(f) of each of the General Bond Resolutions.

In determining whether an act of the legislature in
the form of an amendment to the MAC Tax would constitute an
"event of default" within the purview of Section 1202(f), it
is essential to analyze the nature, purpose, terms and effect
thereof in each instance. Having tested this analysis with such
legal criteria as we have considered appropriate, we advise
you that the Bill would not cause an "event of default" to occur
because the State will neither have failed nor refused "to continue
the imposition" of the taxes imposed by Section 1107 "as the
same may be from time to time amended" nor will the rates have
been "reduced to rates less than those in effect" on July 2,
1975.

With kindest personal regards, I remain

Very_truly yours,

J. Robinson
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Secretary and Counsel
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This letter is to confirm your conversation with us
1987 regarding the proposed exemption from the

Sales and Use Taxes for certain food items purchased with

food stamps.

that the proposed exemption is likely to reduce by
$12,000,000 annually the amount of Sales and Use Taxes that

We understand from our conversations with you

would be availlable to the City. After reviewing the Second
General Bond Resolution, relevant provisions of the New York
State Tax Law and the proposed exemption, we concluded that
the enactment of the proposed exemption would not constitute
an Event of Default under the Second General Bond Resolution
because such an exemption is neither (i) a refusal to
continue to impose the Sales Tax imposed by Section 1107 of
the Tax Law nor (ii) a reduction of the rate of such tax.

I believe the proposed exemption, like a similar
exemption proposed last year, is distinguishable from various
sales tax exemptions proposed previously in that the
enactment of this exemption is a prerequisite to the

continuation of the federally funded food stamp program in
New York State.



PAUL, WEISS, RIFKIND, WHARTON & GARRISON

Maxine H. Gillman, Esq.

Please call me should you have any further
questions regarding this matter.

Best personal regards.

Sincerely,

Vs Wt D Q

James M. Dubin
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June 20, 1986

Me. Irene R. Scocca

Senior Vice President

United States Trust Company
of New York

45 Wall Street

New York, New York 10005

Re: Municipal Assistance Corporation For The
City of New York - First and Second
General Bond Resolutions, adopted
July 2, 1975 and November 25, 1975,
respectively

Dear Irene:

I am enclosing this firm's opinion letter to you to
the effect that a certain opinion letter, dated April 14,
1986, of Hawkins, Delafield & Wood is satisfactory to us and
that you may rely on such opinion letter in discharging your
duties as Trustee under the above-referenced Resolutions,

Very truly yours,

v

Gabyielle U. Falger

GUF/ad
Enclosure

BY HAND
/
cc: Maxine H. Gillman, Esq.V/

Donald J. Robinson, Esg.
James M. Dubin, Esg.
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United States Trust Company
of New York

45 Wall Street

New York, New York 10005

Attention: Ms. Irene R. Scocca
Senior Vice President

Re: Municipal Assistance Corporation
For The City of New York

Mesdames and Gentlemen:

In connection with the consideration by the New York
State Legislature of a bill (the "Bill") that would provide
a sales and compensating use tax exemption within The City
of New York for the purchase of designated food items eli-
gible for purchase under the Federal Food Stamp Act of 1977,
as amended, Hawkins, Delafield & Wood have rendered an opin-
ion, dated April 14, 1986, to Municipal Assistance Cor-
poration For The City of New York (the "Corporation™), a
copy of which opinion is appended hereto, and have delivered
a copy of such opinion to you under cover of a letter dated
May 14, 1986 (collectively, the "Hawkins Opinion"), to the
effect that enactment of the Bill would not cause an event
of default to occur under Section 1202(f) of the Corpora-
tion's General Bond Resolution adopted July 2, 1975 and its
Second General Bond Resolution adopted November 25, 1975,
each as amended and supplemented (collectively, the "General
Bond Resolutions").
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Sty Doract Disads Nicmbin
(212) 820-~9382 May 14, 1986

Ms. Irene Scocca

Senior Vice President

U.S. Trust Company of New York
45 Wall Street

New York, New York

Re: Municipal Assistance Corporation -
Sales Tax Exemption

Dear Ms. Scocca:

Enclosed is an opinion letter of Don Robinson, to
the effect that enactment of the exemption from Sales Tax of
certain food items eligible for purchase under the Federal Food
Stamp proposal would not constitute an event of default under
MAC's First or Second General Bond Resoclution.

Sincerely,
Wl
ack M. Schrager

JMS: ¢
Enclosure
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(212) 820-9375 April 14, 1986

Maxine H. Gillman, Esqg.

Counsel

Municipal Assistance Corporation
For The City of New York

One World Trade Center

New York, New York

Dear Max:

At your request, we have reviewed a bill being
introduced in the New York State Legislature, a copy of which 1is
appended hereto (the "Bill"). The Bill would exempt from the
sales and compensating use taxes imposed by the State of New York
(the "State") within The City of New York (the "City") pursuant
to section 1107 of the Tax Law (the "MAC Tax") the purchase of
designated foed items eligible for purchase under the Federal
Food Stamp Act of 1977, as amended. It would exempt such items
from the MAC Tax only when purchased with food stamps. The
Statement of Support accompanying the Bill recites that such an
exemption is required under Federal law as a condition to
participation in the Federal Food Stamp Program, under which
residents of the State receive in excess of one billion dollars
per year. This exemption, which would also apply to the State-
wide and all locally imposed sales taxes, would result in a loss
of ten to twenty million dollars to the State and its localities,
according to the Memorandum accompanying the Bill.

As you know, the MAC Tax is a principal source of
payment for the debt of the Municipal Assistance Corporation For
The City of New York (the "Corporation") issued pursuant to its
General Bond Resolution adopted July 2, 1975 and its Second
General Bond Resclution adopted November 25, 1975, each as
amended and supplemented (collectively, the "General Bond
Resolutions"). Each of the General Bond Resclutions provides in
Section 1202(f) that the following is an event of default:



"the State shall for any reason fail or
refuse to continue the imposition of either
the Sales Tax imposed by Section 1107 of
Article 28 of the Tax Law as the same may be
from time to time amended or the Stock
Transfer Tax...or if the rates of such taxes
shall be reduced to rates less than those in
effect on July 2, 1975;"

The Bill raises two guestions:
First, whether if enacted intec law it would be a failure

or refusal by the State to continue the imposititon of the MAC
Tax as the same may from time to time be amended; and

Second, whether if enacted into law it would constitute
a reduction in the rates of the MAC Tax to less than the rates in
effect on July 2, 1975.

The ultimate issue is whether the exemption and
exception from the tax imposed by Section 1107 contemplated by
the Bill, if enacted, will precipitate an "event of default" as
defined in Section 1202(f) of each of the General Bond
Resoluticns.

In determining whether an act of the legislature in the
form of an amendment to the MAC Tax would constitute an "event of
default" within the purview of Section 1202(f), it is essential
to analyze the nature, purpose, terms and effect thereof in each
instance. Having tested this analysis with such legal criteria
as we have considered appropriate, we advise you that the RBill
would not cause an "event of default" to occur because the State
will neither have failed nor refused "to continue the imposition"
of the taxes imposed by Section 1107 "as the same may be from
time to time amended" nor will the rates have been "reduced to
rates less than those in effect" on July 2, 1975."

With kindest personal regards, 1 remain

Very Ltruly yours,

Donaid J. Robinson
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AW ACT +o amand tha tew law, in
relatisn o exemsting purchaces
mada with coupong lasusd undar or
pursiaant te the fedaral focd stanmg
act of ninateen hundrai
seventy-seven Irom sales and use
taxee  imposed by article
twenty-etght thersof

The Feople of the Stote nf YlNew York, yepresanted in Serute and

Aasarbly, do enact as follows:
Section 1. Section wleven hundred #iftean of +the tax law ig
arendiad by adding a new subdivieicn (k) to read as follows:

(%} - Recelwts from the sale of food elliglile to e narchagsd

Wwith courcnp isasued under or purguant to the fedaral food atemp acn

£ pingtesn hundred esventv-seven (7 U.8.C. 8§ 2011 at ssg.), &as

amapded, from retail fozd storeg and other psrticivantse, aopreved

Lor pazticiwatlion under or pursuant &5 guch act, shall be axamct

1]

4

from the salesg and cozpensating Uss taxes imgonsed ucder this

i e

grticle, when nurchased with suzh counons, but enly sz long ag such

act conditions etate participstion in the redaeral food stamp

programn on thig grate mroviding an exarviicr from stats and lcesal

Ly

sales tawes for purchases of food made with counons isecued undsr or

pursuznt to such act aund this state Is particisating in sush

PGS ram.

-

§ 2.(a) In addition to the records requiresd te ha kapht by

arcicle twenty-eight acd pursuant to the authority of article

tweznty-nine o0f the tax law, retail fcod atores and ather
participants, azproved for participaticn in the federal food stamp
program upder ox pursuant to the faderal food stamp acc of nineteesn
hundred seventy-seven (7 U.5,.C. § 201! et geg.), as amended, whosge
recaipts are subject to ewermpticn afrferdad by subdivision (k) of
section elevan hundrad fifteen c¢f suéh law shell keep true and
complete copies o0f applications, updates ¢f£ applicaeticons,
recGemption certificatss, returns and repeorts furnisghed to cor by the
United Statzs government or this atate cr thalr agencies to

participate in the fgod stamp program cr to redeam coubuns lLsgued
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under or pursuznt tc such fadsral act, &8 the atate tax commissioch
ray by rezulation require. Such records shall be avaliable for
ingpection and examinztiocn at any time upon demand by the state tax
cormission or its duly authorized agant cor ewxpleyee and ghall be
preserved for a psriod of threé years, except that the stats tax
coamissicn may consent to thair desstruction within that perled or
may reguire that they be kept longar. Such records may be Xept
within the meaning of this section when reproduced on any
photographic, photestatic, microfilm, micxo-card, minlature
photographic or other process which actuelly reproduced <he
originul record.

(k] In addition tu the authority of the etute tax cohwmisgslon
contalined in secocicn eleven hupdred thirty-sight of the tax lav,
the atate tax commissicon is hereby authorized €0 estimote ths
amount £ ﬁax due under article twenty-elght and pursuant to the
authority of article twenty-nins of the tax law from ratail feod
storsz and other parxziecipents approved under or pursuant to the
federal food stunwp act of nineteen hundred seventy-seven (7 U.5.C.
§ 2011, et seg.), as amended, to accept coupons issued under or
pursusnt to such act used to purchzse food eligible teo ke purchadsd
under such &ct, on the basis cf external indices, such ag 8LoCK OD
hand, purchasas, sales, rental pzaid, location, scale.cf rente or
charges, cemparable rente or charges, numbsr of emplcyees,
information contained in applications, updstes o appilcatians,
redamption cartificates, returns and reports such ratall food
stores and other participants furnish to or are furnishsd by tha
Unitsd States govarnment or this state or their agencies to
participate in the foed stamp pregram or to redeem coupons lssuad
under or pursuant to such food stamp ect and any othex relevant
information available, but only where the state tax comrmission
shall so specify in a regulation adopted by iz, the provisions of
article twenty-elght of guch law or any other law to the ccn:za:?

rotwithscanding. Further, tha state tax commission may determine
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the amcunt cf tax dus undsr and pursuant tc aucﬁ law frewm suckh
recvail food stores and other parxticlipants baaad on such astimate,
For tha purpose of the proper administraticn of articles
twenty—-eight and twenty-nipne of the tax law and to prevant evasion
of the taxes thereby imposed, 4Lt shall be praesumesd that ths
egtirate of tax due from such xetail food stcores and othex
articipants by the state tax commiesicn is valid and corrazt
unlesas and until the conrrary is established. The burden cf
rroving thet such estimate L& not valld or correct or that any
recelpt is not taxakle under article twenty-eleht or pursuant to
the authority of article twenty-nine of such law shall be upbn ths

person reguilred to ccllect tax thereunder.

§3.This act shall take effact October firat, ninetsan

bundred elghiv-siz, excapt Lf the secrecary of agriculture of the™
United States shall se¢t a2 later fate to be the date that subsacticn

section ona thousand five huprdred five of the food secuxity

He

(a) o
‘act of nipstesn hundred elghty-five shall be effective with zespeac
to this state, this act shall taks eflfect on sguch latar date, but
ir any evant nec later than Octchsr f£irst, ninsteen hundfad
eighty-seven, and ahail remain in full force and effect only Zor ec
long as subsection (a) of gecticn §ne thousand fiva hundred five of
the feceral focd sscurity act of ninetesn hundred elghry-five, zs
emencdsd, shall condition state participation in +the fadersl foad
stﬁmp program con the exerption contalined in subdivisicn (k) of
section eleven hundred fifteen of the tax law, as added ny sagticn
one of thia act, remaining in full force and sffect. This act
ehzll apply te purchases of eligible food m&da with coupons issusd
under or purauant t¢ the federal focd stamn act of ninetsen hurndrad
seventy-seven (7 U.S.C. § 201l et seqg.), as armended, occurring on
or after guch effactive dats, provided, howaver, that, pricr to
such date, the state tax commission may propsse and adopt rules and
regulationg and tahe any cther action necessary to implement thie

act on gugch Zate,



One World Trade Ce, ._r, Suite 8901 |
New York, New York 10048
Telephone: (212) 775-0010

MUNICIPAL

ASSISTANCE
. CORPORATION

29 April 1986 FOR THE CITY
John P. Dugan, Esq. : OF NEW YORK

Deputy Commissioner and Counsel

New York State Department of Taxation
and Finance

Building A - Room 101

State Office Campus

Albany, New York 12227

Re: Governor's Program Bill No. 214
Dear Mr. Dugan:

By letter dated April 21, 1986, you have reguested the views
of the Municipal Assistance Corporation as to the Governor's
Program Bill No. 214 ("Bill 214") which, if enacted, would
exempt from the State sales tax currently imposed by, inter
alia, Section 1107 of the Tax Law {(the "Section 1107 Tax")
purchases of certain items of food with food stamp coupons
issued pursuant to the Federal Food Stamp Act of 1977. Such
proposed exemption would apply to purchases of the covered
items with food stamp coupons only and, as noted in the
Memorandum in Support of the bill, would result in a maximum
annual loss of Section 1107 Tax revenues of $5 million.
Furthermore, the proposed exemption would remain in effect
only for so long as the Federal Food Stamp Act conditions
state food stamp participation on the exemption.

As we understand from the materials forwarded by Bruce
Kastor, a senior attorney in the State Department of
Taxation and Finance, New York State stands to lose all
benefits provided under the Federal food stamp program if it
continues to impose sales taxes on any item purchased with
food stamps, by virtue of a December 1985 amendment to
existing Federal food stamp legislation. As stated in your
letter, if the State were to be disqualified from
participation in the program, State residents would lose in
excess of $§1 billion in food stamp aid annually and the
State would lose approximately $100 million in reimbursement
of annual administrative expenses associated with the
program,

As vou know, the Section 1107 Tax constitutes a principal
source of revenues available to pay debt service on the
Corporation's First and Second Resolution Bonds. Section
1201(£) of each of the Corporation's general bond
resolutions (the "Resolutions") sets forth as an event of
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default the failure or refusal of the State to continue to
impose the Section 1107 Tax or to reduce the rate of such
tax to a rate less than that in effect on the date each such
resolution was adopted.

In order to maintain the integrity of the Corporation's
obligations and protect the interests of its bondholders, we
have from time to time since the Corporation's inception
reviewed and commented upon various bills which would
provide exemptions from the Section 1107 Tax to determine
whether each such bill's enactment could arguably constitute
an event of default under Section 1202(f) of the
Resolutions. Because we believe that enactment of Bill 214
is of critical importance to the State and its residents as
well as to The City of New York, we have requested the views
of the Corporation's general counsel, bond counsel, and
counsel to United States Trust Company of New York, Trustee
for the Corporation's bondholders, as to the potential that
its enactment could be considered a refusal or failure to
continue the imposition of the Section 1107 Tax or to reduce
its rate to less than that in effect at the time the
Resolutions were adopted.

After due consideration of all the facts and consultation
with outside counsel, we believe that enactment of Bill 214
would not constitute an event of default under the
Corporation's Resolutions and therefore have no objection to
its enactment. Of utmost importance in this analysis was
the devastating impact of the loss of Federal food stamp
benefits on needy City residents absent such enactment and
the resultant staggering burdens which would be placed on
State and City governments to compensate for such a loss.

As always, we appreciate the opportunity to review and
comment on pending sales tax exemption legislation. Because
each such bill must be considered on its own merits, the
conclusions reached in this letter must not be regarded as
setting a precedent for other such bills, If Bill 214 is
amended in any material manner at any step in the
legislative process, we would appreciate the opportunity to
undertake a fresh review.

If I can be of [urther assistance, please let me know.
Sincerely,

g 7
%J -/ )\'C'( LA

Maxine H. Gillman
Counsel

) Uiy e

clm:200



Date:

To.

From:

\ . MEMORANDUM

29 April 1986

MUNICIPAL
Max i H. Gillm Steonh J. Weinstein ASSISTANCE
axine H. an, Stephen & CORPORATION
) FOR THE CITY
) t
Steven C, Markbreiter )ﬁ% OF NEW YORK

Governor's Program Bill No 214: Exemption of Food Stamp
Purchases From the New York State Sales Tax

You have requested a summary of Federal legislation and
proposed State legislation regqgarding certain requirements
related to State participation in the Federal Food Stamp
Program, in connection with a letter dated April 3, 1986
from the State of New York Department of Taxation and
Finance. This memorandum will discuss the Federal statute,
the proposed bill amending the New York State Tax Law,
revenue implications of the State bill, and its potential
impact on the Municipal Assistance Corporation For The City
of New York (the “"Corporation").

The Federal Law

Section 1505(a) of the Food Security Act of 1985 (the "Act")
amends Section 4(a) of the Food Stamp Act of 1977 (7 U.S.C.
2013(a)) to provide that states which collect state or local
sales tax on purchases of food made with food stamp coupons
may not participate in the food stamp program. The
rationale given for this measure is that state and local
sales taxes reduce food stamp purchasing power by up to 6%
in states that impose such taxes. The Legislative History
of the Act is also critical of "what is, in effect, a
transfer of revenues from the Federal government to State
and local government at the expense of low income persons."

The effect of the Act is to prchibit a state from collecting
sales taxes on food stamp purchases if it wishes to
participate in the Food Stamp Program. Therefore, pursuant
to the Act, New York State can continue to receive food
stamp benefits on behalf of its qualifying residents only by
exempting food stamp purchases from any State or local sales
taxes.

In New York the effective date of the Act is: (1)

Qctober 1, 1986, or (2) if the State shows to the
satisfaction of the Secretary of Agriculture that
application of the Act would have an adverse impact on the
State’s administration of the Food Stamp Program or would
provide inadequate time for retail stores to implement
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necessary changes in sales tax policy, the Secretary may
delay the date to no later than October 1, 1987. The
Legislative History includes no outline of the standards, if
any, that are to be used in delaying the effective date.

Governor's Program Bill No. 214 and Related Tax Law
Provisions

Under Section 1107 of the State Tax Law, taxes are imposed
within the territorial limits of New York City, at a rate of
four percent, which are additional to and identical to the
retail sales tax and the compensating use tax imposed under
Tax Law Sections 1105 and 1110, respectively. Section 1115
sets forth certain exemptions from the taxes imposed under
Section 1105 and 1110, including food, food products,
beverages, dietary foods and health supplements. Subsection
1115¢a) (1) currently excludes candy and confectionery, fruit
drinks other than fruit juice, bottled water, and soft
drinks from any tax exemption.

Governor's Program Bill No. 214 (the "Bill") which was
introduced in substantially the same form in the New York
State Senate on April 24, 1986, would add a new subdivision
(k) to Section 1115 to exempt from State sales and
compensating use taxes purchases of food that are eligible
to be purchased with food stamp coupons. Under the Federal
Food Stamp Act, "Food" includes candy and confectionery,
fruit drinks, and soft drinks. Thus, by exempting all
eligible food stamp purchases, new subdivision (k) would
create an additional exemption on heretofore taxable items
when such items are purchased with food stamp coupons. Such
items would remain taxable for non-food stamp purchases,
since the Federal reguirement is limited to purchases made
with coupons issued under the Federal Food Stamp Program,

The effective date of the Bill is October 1, 1986, unless
the Secretary determines that a later date may apply, up to
October 1, 1987. Under Section 1 of the Bill, the exemption
will remain in effect only for so long as the Federal Food
Stamp Act conditions state food stamp participation on the
exemption,

Revenue Implications of the State Bill

A memorandum in support of the Bill estimates the revenue
loss to State and local governments at ten to twenty million
dollars, of which the portion attributable to the sales tax
imposed under Section 1107 of the Tax Law is estimated to be
$2.5% to $5 million. According to the memorandum in support,
in the fiscal year ending in 1985, approximately 31.8
billion was generated under Section 1107, New York residents
currently receive over $1 billion per year in Federal food
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stamp, and the State receives over $100 million for
administrative expenses under the Food Stamp Program, These
benefits would be lost under the new amendments to the
Federal Food Stamp Act unless the State complies with the
Act's reguirement with respect to the sales tax exemption.

Potential Impact of the Bill on the Corporation

In a letter dated April 21, 1986, the State of New York
Department of Taxation and Finance has reguested the
Corporation's views as to whether enactment of the Bill
could constitute an event of default under the Corporation's
First and Second General Bond Resoutions {the
"Resolutions"), Section 1202(£f) of each Resolution provides
that an "event of default" shall exist ifs

the State shall for any reason fail or refuse to
continue the imposition of either the Sales Tax
imposed by Section 1107 of Article 28 of the Tax Law
as the same may be from time to time amended or the
Stock Transfer Tax imposed by Sections 270 and 270-a
of Article 12 of such Law as the same may be from
time to time amended or if the rates of such taxes
shall be reduced to rates less than those in effect
on July 2, 1975.

The Corporation isg presently discussing this issue with its
bond counsel, Hawkins, Delafield s Wood, its general
counsel, Paul, Weiss, Rifkind, Wharton g Garrison, and
Carter, Ledyard & Milburn, counsel for United States Trust
Company of New York, the Trustee under the First and Second
General Bond Resolutions.

clm:123




STATE OF NEW YORK
DEPARTMENT OF TAXATION AND FINANCE
ALBANY, N.Y, 12227

JOHN P.DUGAN
DEPUTY COMMISSIONER AND COUNSEL

April 21, 1986
S - qoa

Maxine Gillman, Esq.

Counsel

Municipal Assistance Corporation
for the City of New York

One World Trade Center

Suite 8901

New York, NY 10048

Re: Exemption from Sales and Use Taxes for
food purchased with coupons issued under
or pursuant to the Federal Food Stamp
Act of 1977

Dear Ms. Gillman:

This is to request the concurrence of the Municipal Assistance
Corporaticn of the City of New York ("MAC"™) with our view that
enactnent of Governor's Program Bill No. 214, forwarded to vou with
my letter of April 3, 1986, would not constitute an event of
default under the General Bond Regsolution and the Second General
Bond Resolution of MAC. The bill provides, inter alia, for an
exemption from State and local sales and compensating use taxes,
including the taxes imposed by section 1107 of the Tax Law, for
"food" eligible +to be purchased with food stamps issued under or
pursuant to the Federal Food Stamp Act of 1977, as amended, when so
purchased from eligible vendors.

This exemption has been proposed in order to comply with the
requirement set forth in section 1505 of the Food Security Act of
1985 (Public Law 98-1%8), which provides, in pertinent part, as
follows:

Sec. 1505.(a) Section 4(a) of the Food
Stamp Act of 1977 (7 U.s.C. 2013 (a)) is amended
by inserting before the period at the end of
the first sentence the following: ", excaept
that a State may not participaie in the food
stamp program if the Secretary determines that
State or local sales taxes are collected within
that State on purchases of food made with
coupons issued under this Act™.
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Failure to eénact the exemption from State and local sales
taxes contemplated by such act would result in this State not
qualiifying for participation in the food stamp progran.

As a participant in the food stamp program, New York State
currently receives in excess of one billion dollars from the
Federal government to distribute to qualified recipients, In
addition, the State receives over one hundred million dollars as
reimbursement of administrative expenses of the program, which are
matched with State and local funds (%94 million dollars and 10
million dollars, respectively) . Loss of such benefits and
reimbursements would have a catastrophic effect on the welfare of
these New York residents and place a devastating burden on State
and local governments which lack the resources to restore such
benefits. Thus, it is imperative to comply with the condition
imposed by Congress for continued participation in the food stamp
program,

It is estimated that the revenue loss to State and local
governments occasioned by such exemption will be 10 to 20 million
dollars. Of that amount, it is estimated that 25%, or 2% to 5
million dollars, is the amount attributable to the tax imposed by
section 1107 of the Tax Law tor the benefit of the holders of MAC
obligations. Total revenues generated under section 1107 amounted
to about 1.8 billion dollars in the fiscal year ending in 1985,
Thus the estimated reduction in revenues under section 1107
occagioned by this exemption amounts to approximately 14 hundredths
to 28 hundredths of one percent of the total sales and use tax
revenues generated under section 1107,

Section 1202 of the General Bond Regolution provides, in
pertinent part, as follows:

120z, "Events of Default" Each of the
Following events is hereby declared an "event
of default," that is +o say; 1if . . .

{£) the State shall for any reason fail
or refuse to continue the imposition of either
the Sales Tax imposed by Section 1107 of
Article 28 of the Tax Law as the Same: may be
from time to time amended or the Stock Transfer
LYax imposed by Sections 270 and 270-a of
article 12 of such Law as the same nay bhe from
time to time amended or if the rates of such
taxes shall be reduced to rates less than those
in effect on the dace of this Resolution; or
« « » . {underlining supplied for enphasis)

Sectlon 1202 of the Second General Bond Resolution concains
substantially the same lanqguage.,
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We believe that the exemption proposed in the Governor's
Program Bill certainly does not involve a failure or refusal to
continue the imposition of the sales tax imposed by Tax Law section
1107 or a change in the rate of the section 1107 tax. Indeed, it
appears that section 1202 of the Bond Resolutions contemplates
changes, other than repeal, in the components of the tax as they
may be amended from time to time.

Furthermore, the revenue loss under the exenption is expected
to amount at most to only 28 hundredths of one percent and is,
therefore, de minimis. In my opinion, such a loss could not
reasonably be interpreted as a repeal of the tax or as a reduction
in the tax rate, even if it were to be assumed that an exemption
could possibly constitute a reduction in rate. Thus we have
concluded that enactment of the exemption from sales and use taxes,
including the section 1107 taxes, found in the Governcr's Program
Bill does not constitute an event of default under the MAC Bond
Resolutions. Do you concur?

Very truly vours,

D D

Hy¥ P. DUGAN
eputy Commissioner and Counsel

cc:  James Lytle, Esqg.
Asgsistant Counsel to the Governor

Ann Gifford
Division of the Budget

Saul Heckelman
Special Counsel

BK/de
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MEMORANDUM

14 April 1986

. _ _ _ MUNICIPAL
Maxine H. Gillman, Stephen J. Weinstein ASSISTANCE
) Z%Z’ CORPORATION

Steven C, Markbhreiter FOR THE CITY
OF NEW YORK

Food Stamp Exemption From State Sales Tax

The Federal Law

Under the Food Security Act of 1986, the Food Stamp Act of
1977 is amended to provide that states which collect state
or local sales tax on purchases of food made with food
stamps may not participate in the food stamp program. The
rationale given for this measure is that state and local
sales taxes reduce food stamp purchasing power by up to 6%
in states that impose such taxes. The Legislative History
is also critical of "what is, in effect, a transfer of
revenues from the Federal government to State and local
government at the expense of low income persons,"

The effect of the law is to prohibit states that collect
sales tax on food stamp purchases from participating in the
food stamp program. Therefore, under the Federal law, New
York State can continue to receive food stamp benefits for
its residents only by exempting food stamp purchases from
sales tax.

The effective date of the Federal law is: (1) in New York,
October 1, 1986, or (2) if the State shows to the
satisfaction of the Secretary of Agriculture that
application of the law would have an adverse impact on the
State's administration of the food stamp program, the
Secretary may delay the date to no later than October 1,
1987. The Legislative History exerpts we have received
include no comments on the standards to be used, if any, in
delaying the effective date.

The State Bill

The Bill would comply with the Federal requirement by
exempting from State and local sales and compensating use
taxes purchases of food eligible to be purchased with food
stamp coupons. This will result in a loss of revenue to the
State because, under the State Tax Law, the definition of
"food" is different from the Federal Food Stamp Act
definition. Although New York has always exempted retail
sales of food from the sales tax, it is now required to
exempt food as defined in the Federal Act, thus including
additional items, such as candy, soft drinks, and ice, that
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were previously taxable. These goods will remain taxable
for non-food stamp purchases, since the Pederal requirement
is limited to food stamp purchases.

The effective date of the bill is October 1, 1986, unless
the Secretary determines that a later date may apply, up to
October 1, 1987. The provision will remain in effect only
for so long as the Federal law conditions state food stamp
participation on the exemption.

Revenue Implications of the State Bill

A memorandum in support of the bill estimates the revenue
loss at ten to twenty million dollars. However, because the
bill authorizes the State Tax Commission to estimate the
amount of tax due from information and other records
supplied by vendors (through methods to be provided in
regqulations), an accurate revenue loss prediction is
difficult. Assuming the memorandum's estimate of revenue
loss to be somewhat accurate, it is still far outweighed by
the amount at stake for the State if it fails to provide the
mandated exemption. New York residents currently receive
over $1 billion per year in total food stamp aid, and these
benefits will be lost unless the Federal provisions are
followed.
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Maxine H. Gillman, Esqg.

Counsel

Municipal Assistance Corporation
For The City of New York

One World Trade Center

New York, New York

Dear Max:

At your request, we have reviewed a bill being
introduced in the New York State Legislature, a copy of which is
appended hereto (the "Bill"). The Bill would exempt from the
sales and compensating use taxes imposed by the State of New York
(the "State") within The City of New York (the "City") pursuant
to section 1107 of the Tax Law (the "MAC Tax") the purchase of
designated food items eligible for purchase under the Federal
Food Stamp Act of 1977, as amended. It would exXempt such items
from the MAC Tax only when purchased with food stamps. The
Statement of Support accompanying the Bill recites that such an
exemption is required under Federal law as a condition to
participation in the Federal Fcood Stamp Program, under which
residents of the State receive in excess of one billion dollars
per year. This exemption, which would also apply to the State-
wide and all locally imposed sales taxes, would result in a loss
of ten to twenty million dollars to the State and its localities,
according to the Memorandum accompanying the Bill.

Asg you know, the MAC Tax is a principal source cof
payment for the debt of the Municipal Assistance Corporation For
The City of New York (the "Corporation") issued pursuant to its
General Bond Resolution adopted July 2, 1975 and its Second
General Bond Resolution adopted November 25, 1975, each as
amended and supplemented (collectively, the "General Bond
Resocluticns”). Each of the General Bond Resolutions provides in
Section 1202(f) that the following is an event of default:



"the State shall for any reason fail or
refuse to continue the imposition of either
the Sales Tax imposed by Section 1107 of
Article 28 of the Tax Law as the same may be
from time to time amended or the Stock
Transfer Tax...or if the rates of such taxes
shall be reduced to rates less than those in
effect on July 2, 1975;"

The Bill raises two guestions:
First, whether if enacted into law it would be a failure

or refusal by the State to continue the imposititon of the MAC
Tax as the same may from time to time be amended; and

Second, whether if enacted into law it would constitute
a reduction in the rates of the MAC Tax to less than the rates in
effect on July 2, 1975.

The ultimate issue is whether the exemption and
exception from the tax imposed by Section 1107 contemplated by
the Bill, if enacted, will precipitate an "event of default" as
defined in Section 1202(f) of each of the Ceneral Bond
Resolutions.

In determining whether an act of the legislature in the
form of an amendment to the MAC Tax would constitute an "event of
default" within the purview of Section 1202(f), it is essential
to analyze the nature, purpose, terms and effect thereof in each
instance. Having tested this analysis with such legal criteria
as we have considered appropriate, we advise you that the Bill
would not cause an "event of default" to occur because the State
will neither have failed nor refused "to continue the imposition®
of the taxes imposed by Section 1107 "as the same may be from
time to time amended" nor will the rates have been "reduced to
rates less than those in effect" on July 2, 1975."

With kindest personal regards, I remain

Very truly yours,

Donald J. Reobinscn
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of Federal facilities and services on a cost-sharing or cost-reimburs-
able basis.

Supplemental and alternative crops

As some traditional crops have been plagued by chronic surplus
and low prices in recent years, farmers increasingly have sought
information and assistance on the production of supplemental or
alternative crops as a new source of income. Frequently, however,
they have found it difficult to secure the desired information.

In an effort to fill this information and assistance gap, the Secre-
tary is required to develop and implement a research and pilot pro-
gram for the development of supplemental and alternative crops.
Drawing on existing Department expertise and resources, the Sec-
retary is to develop a program that would include agreements,
grants, and other arrangements to conduct comprehensive resource
assessments, to develop different crops and the markets for those
crops, and to assist producers and cooperatives in the production

and marketing of these crops.

Agquaculture assistance programs

In recognition of their potential for making important contribu-
tions to the development, management, and production of aguatic
food species, the Secretary of agriculture is authorized to provide
grants to non-profit private research institutions for this purpose.

In addition, to provide increased program flexibility and to en-
courage participation among eligible grant recipients, the Secre-
tary is authorized to accept an in-kind contribution of up to fifty
percent in fulfillment of the requirement that the State in which a
grant recipient is located (except in the case of Federal laborato-
ries) provide a matching grant equal to the amount of the Federal

contribution.
In order to provide for the acquisition or rehabilitation of build-

ings or facilities necessary to encourage aquaculiure research, de-
velopment, and demonstration projects, the program authorizing
grants to centers for such projects is amended to allow the use of
funds for this purpose. However, not more than $250,000 may be
used for the acquisition, rehabilitation, or construction of any
gingle building or facility.

Authorization of appropriations for Federal agricultural research

facilities

Consistent with the Committee’s responsibility to authorize and
to oversee expenditures by the Department of Agriculture, and to
assure that the necessary control is exerted over such expend:-
tures, an authorization ceiling of $5,000,000 is imposed on the total
cost of any one Agricultural Research Service facility. For similar
reasons, a limit of $500,000 has been imposed on the cost of plan-
ning any one facility. Both limitations are to take effect in fiscal
vear 1988.

Furthermore, the Secretary is required, beginning in fiscal year
1986, to report annually to the House and Senate Committees on
Agriculture with details on the facility planning and construction
activities undertaken by the Agricultural Research Service during

the fiscal year.
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Smith-Lever Act

mwwm mw.n_m“.:nc clarify the permissible activities of the Extension
oorvice. 1 wﬂm%;mmmmﬂumm MMAWMMH mvmﬁmomﬂwwno authorize Extension per-
developrmens norer aval _.m research knowledge by means of the
tions for adoption b
Othere ament, pract pplicati ption by the farmer and
¥ kxtension assistance. The clari ion is 1
to aeure tontpxtensio - The clarification is intended
b osure tha personnel have the authority to make
anowle ge gained through research fully available to farmers and
In an effort to maximize i
1 the potential benefits deri
MvaMMHEWM of funds for Extension education, and SH.M.H\.%OMMQB@;@
mcvma.nmwomﬂ HTWEMmu the m.mﬂmmwu.ﬂ Government, the States, and WM<MW
G rovision of Extension activiti . i
s ) : ities, the Secreta -
Onmmnnﬁmw ﬁﬁ.o enter into agreements with private nonprofit mMW Wmu%%w
organi; H.SMM to mrm:.m. the cost of Extension programs. Contribu-
Bmﬁnw%mmrw«\ d from private sources under the agreements may be
ached Wmﬂwom Wmmmwmmwm gmnm .ﬂumﬁ .m,mamwnm_ matching funds Smuw\:o»
ontribution from private so

Wmﬂnmmﬂmzwus M:m..vm_m of one percent of the funds mvvwoww.%%aﬂwﬁm M_%M
e mmnuw. %W%Jmmwmﬂﬁw HMmM be used to provide matching funds

) required to report to the H .
Committees on Agricult ithin Che o onate
H:Mwunmm& ooomvmwmmw o) %w_waa.sﬁ?: one year on the operation of

e Oecretary is required to conduct a
: study and report t

MWSMMGMMM Mﬂ”%mb%%om.:zwm Committees with wmooawﬂmsamﬁwmwwm
: . ectively among the States any futu i-
WMMMM Mwwam 1.&%9 may be appropriated to the quw.:mmo: H.memﬁw
ger the mith-Lever Act. It is expected that the report will in-
mmary of the results of the study required of the Secre-

tary as well as specific . :
of future additional funde. T ations regarding the allocation

Pesticide resistance study

In response to disturbi 1 W
) urbing new evidence indicating th ing i

. - - m -
cidence of pesticide resistance, the Secretary is H.m%mwmmmm% Qﬁmhwn

a study and report t : ;
year on efforts w% o the President and the Congress within one

Title XV—Food Stamp and Related Provisions
Introduction

This title amends both the F.

’l : ood Stamp Act of 1977 -

ﬂMMDm eMM w:m .PwEoE.ﬂcﬁm and Consumer protection >ow_,% ww,wmﬁwm.

mmﬁ&mnoaawm MMBMMW%M% supplemental food program (CSFP) and re-

a

el commo mqw %mmwmwo: program. All of these programs would be

ﬂmw\mewﬁMmo%ﬂmﬂ%M&MM changes mm the food stamp program are in-
¢ . e serious domestic hunger probl i

%mﬂmm_m%wwwm WM wﬂw«oﬁ:m Um_ﬁmmﬁ adeqguacy and mﬂommmwww:% Mﬂm

changes would improve food stamp work requi
ments and work incentives and signi sthen program
a gnificantly strengthe

Wnﬂ:m%mamzn and accountability. The 1984 mmooaamwﬁ&m%ow“n%ﬁmwm

sident’s Task Force on Food Assistance served as the basis for
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many of the food stamp provisions in this bill. Proposed CSFP
changes would improve program accessibility at no additional cost.

Background on the Food Stamp Program

The modern Food Stamp Program was started in 1961, when
USDA was directed by President Kennedy to establish a pilot Food
Stamp Program. By August 1964, the pilot program was operating
in 43 project areas and reaching over 350,000 people.

The Food Stamp Act of 1964 established the Food Stamp Pro-
gram as a permanent program and authorized expansion to States
wishing to take part. During the following years, USDA undertock
a campaign to bring some form of food assistance-—direct food dis-
tribution or food stamps—to every county in the country.

At the same time, public awareness and concern about food prob-
lems of the poor focused national attention on the food assistance
programs. This concern culminated in a national commitment to
end poverty-related hunger and malnutrition. In 1969, Congress
greatly increased appropriatiens available to the Food Stamp Pro-
gram. USDA continued to encourage program expansion, and by
the end of 1970, only 39 areas were without either food distribution
or food stamps. _ ,

In 1971, Congress established uniform national standards of eligi-
bility and required all States to inform low-income people about
the availability of food stamps. In 1974, the Food Stamp Program
went nationwide. Congress, in effect, required all States to offer
food stamps to the poor.

The Food Stamp Act of 1977 made significant changes in pro-
gram regulations, tightening eligibility requirements and adminis-
tration, and removing the previous requirement that food stamps
be purchased by participants. These changes made the program
more accessible to many low income Americans, particularly those
in rural areas. Subsequent amendments to the Food Stamp Act
made in 1979, 1980, 1981, 1982 and 1983 further tightened the oper-
ation of the program and strengthened provisions designed to curb
fraud, waste and abuse. Significant cost reductions were made in
1981 and 1982, including reductions in benefit levels. Congressional
Budget Office estimates of savings achieved over the four year FY
1982-FY 1985 period were about $7 billion, compared to what the
program would have cost if no such changes had been made.

The Food Stamp Program was created to improve the level of nu-
trition among low income households. Under the program, food
coupons—commonly referred to as food stamps—are used to supple-
ment the food buying power of eligible low-income households. The
program is administered by State welfare agencies under the su-
pervision of the U.S. Department of Agriculture’s Food and Nutri-
tion Service.

In order to qualify for the program, households must meet eligi-
bility criteria and provide proof of their statements about house-
hold circumstances. U.S. citizens and legal resident aliens may
qualify as long as they meet other requirements.

The criteria for participation under current law includes the fol-
lowing requirements: :

—able-bodied applicants between 18 and 60 years of age must

meet certain work requirements;
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—all households may have u
p to $1,500 worth of countabl -
sources (for example checking or savings accounts Mmm.m
stocks/ gvamx households of two or more people may have up
ﬁﬂm%.ooo if at least one member is age 60; P
Mzn_ ousehold members must provide a Social Security number;
~—only households with net monthly i
. ¥ Incomes at or below 100 -
men of the poverty line may qualify for food stamps; WEWMM.
olds without elderly or disabled members must also have
- gross incomes at or below 130 percent of the poverty line.
m,mirm Income limits vary by household size and are based on the
wwo%m.mm wMoMm.MJM HGMW as %Hoimmm in the Community Services
nt Act, and are adj 1
g.m.%omﬁ i re adjusted each July to reflect changes in
€ maximum gross income eligibilit standards (130
the poverty line) for July 1, 1985 to ..‘:.EWwou 1986 E.mm percent of

43 states Alaska Hawail

Household size:

B e 438 547 504
— 588 735 675
738 522 843
o 388 1,110 L2l
: 1038 1297 1154
P 1,188 1,485 1366
Lo 1,338 1§72 1535
Fach additionsl member mmm “mmm M._N m

meMvﬂmM limits only apply to households without elderly or disabled
A household’ i i
T e
i S dellons, R
ol ¥ households allowed under current
T Standond dbdsetion o irom sarged income ;
was last adjusted on October va%wwmvmww% @l households which
Care conts and/or exeess aretin 4 for actual dopendent
O 0y o sttt e e
wmwﬁmwmmm:m M::Eﬁmm vmx%mmw Nﬂmﬂmw ﬂ%m%a&%mwwﬂmm mawmmmwwawﬂn%w
deducted Trom the houscholds gross nomrer>2led members may be

. Mrm net monthly income standards (July 1, 1985 to June 30, 1986)
re: '

4§ states Alaska Hawais

569 11 635
154 555 8is
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. 43 states Masha Hawail

959 1.199 1,103

- 1154 1,482 1.328

1.349 1,686 1552

1,544 1.930 L7

1739 2174 2,000

1834 241 2.225

+198 S +225

d the value

i d an allotment of food stamps an lue

of ﬂ%m:ﬂﬂﬂ%“ﬂ”mﬂﬁ%%%& on the Hrmﬂmﬂ m.o.omﬁmwm_ﬂ ‘,me MwwwﬁﬁwMﬂ%%q

1 ifty Foo an is 1 i

e m%ﬂ&ﬁﬁ%%ﬂwﬂm%w. The food stamp m%oﬁdma _mH EWWMM

MM& ﬂmuwmmnwwm“w ﬂrm last becoming effective on November 1, .
pe ly,

The current allotment levels are:

1
‘ gsge G G e w4
ani BE la ST sl
Household size: " " - 1 _wm gww
5w 287 23 2 18
208 290 43 318 08 7
754 368 522 405 i i
213 837 519 131 2 £
36 525 743 578 559 @
436 580 827 539 613 i
475 653 938 130 it i
; P T T S T R

Each m&z_oa_ member

i i 1984
The average monthly benefit per person during Fiscal Year

i a7 : ;
imM mvwmwwmﬁwﬁmm%% program costs over the past ten years have
noo v

been as follows:

’ Tewal
Coupen Monthly g 2co Federal
Persons alve  averdge 0y oot
Fiscal year (mitions}  ryiigns) aer50n {5l >
£4 2142 . ,w
53 2393 . 5
a7 510 2673 i
1577 ST 2670 i
1978, 85 305 e
1979, 87 WIS .. . A
1380 105 3949 . 07
1981 w2 120 2 ul
1982 11?2 429 2 o
1983... 07 4271 8 e
1984 ] e

* Inclodes Puerte Rice . . . *a HT@
The most recent available summary of full year operations o
e m / .
food stamp program is as follows:
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FOOD STAMP PROGRAM SUMMARY OF BENEFIT COSTS, PARTICIPA

FUNDING, FISCAL YEAR 1984

District of Columbiz .

624,000 216,000

$319,464,000 268
22.000 7,000 18,935,000 76.03
223,000 74,000 127,179,000 4760
295,000 102,008 138,042,000 38.95
1,680,000 576,000 660,214,000 2
181,600 67,000 93,257,000 43.05
138,000 60,000 54,996,000 33
45,000 17,000 24,407 000 45.01
78,000 33,000 42,339,000 45.22
693,000 261,060 379,154,800 4518
602,000 206,000 295,883,900 40.96
99,000 38,060 78,701,660 67.03
63,000 22,000 36,363,000 4833
1,141,060 431,000 696,400,000 50.87
431,000 150,000 53,582,000 46.90
207,000 78,000 104,129.000 41.87
130,000 43,000 67,433,000 4319
593,000 198,000 335,158,000 4707
612,000 199,000 323,335,000 44.01
119,000 48,000 63,695,000 4449
302,000 120,000 163.027 005 46.65
358,000 149.000 182,482,000 4237
1672000 441,000 580,007,000 4510
239,000 90,000 98,241,000 .24
509.000 161,000 257,701,600 4218
403,000 142,000 209,434,000 3.0
38,000 21,000 78,312,000 42.36
32,000 33,000 41,022,000 iru
34,000 15,000 21,101,000 91.52
35,000 15.00G 17 536,000 4175
303,000 186,006 764,454,000 4377
163,000 1

lorth Cardling.
North Dakota |
Ohig..........
Oklahoma

Pennsyhvania .
Rhode fsland .
South Caroling
South Daketz

Virginia.,
Washington ...
West Virginia
Wisconsir. ., .
Wyoming
American Samoa . .
Guam . ..

N Mariana istands
Puerty Rice ...

6,000
31,000
L177,000
264,000
237,000
1,181,000
76.000
403,000
48,000
563,000
1.254.000
79,000
50,060
398,000
219,000
284,000
351,800
26,000
¢
22,006
5.000
3,000

134,000
15,000
201,000
384,000
27,000
20,000
147,000
11,000
93,000
129,000
9,006

0

3.000
1.060

0
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257,968,000
14,574,000
680,227,000
121,701,060
141,715,000
560,747,000

36,842,000

202,855,000
24,335,000
283,576,000
565,950,000
40,525,600
22,433,000
198,563,000

135,128,000

151,932.000

141,315,000
14,029,000

0
18,353,000
2,976.000
0

38.61
48.15
3848
49.80
4244
4025
4141
4268
42.82
44,28
42.54
3847
4155
40.39
4454
3263
4495
00
69.02
31.45
00

TION AND STATE ADMINISTRATIVE

319,750,000
3,611,000
15,709,000
8,632,000

80,589,000 -

5,104,000
119,304,000
1,566,500
4,845,000
24,549,000
24,153,000
3,170,000
2,367,000
26,742,000
14,885,000
7,995,000
3.997.000
15,548,000
22,764,000
3,454,000
17,268,000
15,274,000
32,030,000
18,173,800
11,777,000
15,585,600
1,967,000
2,982,000
2141,000
2,502,000
26,088,900

19,352,000
2,254,006
25,704,000
12,672,000
9,443,000
33,053,000
2,609,000
14,517,000
2,540,000
20,873,000
58,856,000
4,141,006
1,661,009
13,548,000
9,218,000
4,502,000
9,030,008
921,000
¢
332,000
700,000
0
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I ION AND STATE ADMINISTRATIVE
RAM SUMMARY OF BENEFIT COSTS, PARTICIPAT
FOD STAHP PROG FUNDING, FISCAL YEAR 1984—Continued

icipat Average
T N
s Persons Hougods e Eel SR e
0
. 0 0 00
e wmm.% 9,000 24,126,000 5631 £76,000
i Islands ... !
i | J0EET000  TH08.000  10.716,623,000 277 807,276,000
Tatal... 367,

¥ inciudes collections for excess ermr.

Work Requirements and Participation of Students and Strikers

hysically and
the ages of 18 and 60 who are p ally
Ewmﬂw_.mmwmmwmﬁwﬁﬂmﬂmﬂ& Mvm register for work, m:m. accept suitable
Bobw wma if it is offered. The only exceptions are:  of the
o owﬂu who are complying with the work qmacﬁmimﬂmm h
iommmmmnmnﬁﬁw Program under Title IV of the Social Security
Ak ible for the care
household member responsi g
of Wﬂﬂwﬂﬂﬁ:ﬂmwﬂv% Mow 12 in some instances) or someone who is

mumwmmﬁw%wmw.. in compliance with the work and other rules
. ts, .
QTIEM MMMW:SE&%MMS@% with unemployment compensation
iﬁﬁmﬂﬁwﬂmw%wﬂnmr treatment programs for drug addiction or
1 Q I3 .
WHWWWMWMMWNMF%& at least 30 hours per week or receiving a
e equal to 30 times the minimum hourly wage. loyable par-
gomﬂﬁmmmamm also operate job search programs for employ
e ; ineligible for the pro-
t-secondary) students are rt
SSM%ﬂ_mmM|ﬁwM%. The only students that may be m&mm&hwmwﬂ
NW.HBB that are supporting dependents under the mmm%w‘ mew“ are re-
those Aid to Families with Dependent Children ( X ?,:. re ol
Mm:muﬁn disabled, or are working at least 20 hours a iomﬁr T ok
ing %:Mamw a Federal workstudy program} to vcnﬂom:m» iselves
mﬁo:mr school. Students represent less than one pe

moﬁmwwmnwwwnﬁﬂmom_wwm. on strike because of a labor dispute are no

ligi-
igi icipate in the program unless they were e
e mrm_ozmnwo mwmumwn%wr. 97-35). For those mrmwzm%ﬂg MM MWM
wmmﬂwwwwﬂnr households cannot receive an increased allotme

Monm mmoﬂmmmm in income of the striking member.

teristics

Food stamp household charac . .
According to the most recent available data, some basic facts

mvo_m» food stamp households are as follows:

d assels ]
~;n03m|n,wwm average gross income of all households is $356 a

onth or $4,272 a year. Average net income is $205 a month or
E T
B ALY o arrnes v
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—95 percent of all households have gross incomes below the
poverty line and they receive 9% percent of all benefits. (When
food stamp benefits are included, 92 percent of all househoids
have gross incomes below the poverty line).

—42 percent of all households have gross incomes below one
Wm:a of the poverty line and they receive 59 percent of all bene-
its.

—-76 percent of the households own no countable assets; 97

Wumwnmdﬂ own assets of 3500 or less; 99.7 own assets of $1500 or
ess.

Household composition

—70 percent of all households are headed by women. 12.6
percent of all participants are single female parents who are
heads of households.

Fmo@mﬂom:ﬁomm: umwaomumzﬂmmwmmmgma VEry young, very
old, or disabled.
—38 percent of all households have children and these

households receive almost 80 percent of all benefits. About 50
percent of all participants are children.

—&.6 percent of all participants are elderly.

—About 20 percent of all households contain one or more el-
derly persons. Almost 90 percent of these households are elder-
ly persons living alone or with one other person, who is usualiy
elderly.

—Z2.5 percent of all participants are disabled.

—18 percent of all households have earners.

—46 percent of all households heads are white, 87 percent
are black, and about 10 percent are Hispanic.

—Average percent size is 2.8 persons.

Benefit levels

—The average benefit is nearly $43 per person per month, or
about 47 cents per person per meal.

—The maximum benefit is about 72 cents per person per
meal.

—8 percent of all households receive the $10 minimum bene-
fit. Of these households, 77 percent have an elderly member.

One person households at the minimum benefit receive 1]
cents per person per meal.

The domestic hunger problem

In adopting Title XV of H.R. 2100, (as well as Titles XVI and
XVII), the Committee once again acknowledges its concern about
the problem of hunger in the United States. The Committee has at-
tempted to take a responsive and responsible approach to address-
ing the most acute hunger problems in our society. The thrust of
this bill is very similar to that of ILR. 5151, the Hunger Relief Act
of 1984, which was approved overwhelmingly in Committee last
vear and adopted on the House Floor by a vote of 364-39 on August
1, 1984. The costs of this year’s food assistance provisions are con-

sistent with the assumptions of the Congressional Budget Resolu-
tion for FY 1986.
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The Committee takes note of the extensive evidence gathered by
the Subcommittee on Domestic Marketing, Consumer Relations,
and Nutrition documenting the hunger problem. Over the past 30
months, the Subcommittee has conducted seven field hearings
around the country and 15 hearings overall that have related to
the domestic hunger issue. Without exception, the hearings have
indicated a significant worsening in the extent of hunger over the
past few years.

In many areas around the country, demand for emergency food
assistance has increased dramatically in recent years. This has re-
sulted in the opening of many new soup kitchens, food pantries and
other emergency feeding programs. Reports of 100-300 percent in-
creases in persons seeking assistance at these emergency centers in
the past few years are commonplace. And local program operators
have indicated that the nature of their clientiele has changed to in-
clude a larger number of families with children.

These findings have been confirmed by reports of the President’s
Task Force on Food Assistance, the QGeneral Accounting Office, the
Center on Budget and Policy Priorities and many others. Unfortu-

nately, it appears that the hunger problem may still be growing.

In April of this year, the U.S. Conference of Mayors released a
new survey on the hunger problem at a hearing of the Domestic
Marketing Subcommittee. Not only did 20 of 21 cities surveyed
report an increase in emergency food aid demand over the prior
year, but 81 percent of the cities expected the demand to increase
in the next year. These cities also reported that the number of
emergency facilities to feed the hungry increased 21 percent over
the prior year. Despite this fact, 70 percent of the cities said that
the emergency facilities are not meeting all of the demand for aid.

The Committee also notes an increase in reports by physicians
and other health professionals of health problems related to a lack
of proper nutrition among low income Americans. Studies in Mas-
sachusetts, Chicago, and Minnesota have documented siunted
growth among low income children. On March 22, 1985, in Oklaho-
ma City, nutition educator Carlene Jordan told the Domestic Mar-

keting Subcommittee: .

This year in Muskogee County, we will reach approxi-
mately 500 families. And we find that malnutrition and
hunger are very prevalent among those families. We see a
large number of children and women with anemia.

I have observed a higher than normal incidence of dis-
ease and illness and as a result, we have children that
miss school often, we have wage earners that are absent
from work more often. Sometimes the school lunch is the
only balanced meal a child will get for the day.

And 1 have visited with school lunch cooks that have
told me they have had children come by mid-morning beg-
ging for food because they are so hungry; teachers in class-
rooms that tell me they have noticed children getting
headaches, and I have experienced these same kinds of
things in nutrition day camps with children in the

summer.
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Official government statisti
o0 r statistics and studies lend
bo | %m %ww:n_w nMw M&m hunger problem, especially %ﬂ“ﬂﬂﬂ%ﬂﬂ&mﬁm
B he 1 E,Hm.*D available poverty statistics from the Omn :
thigou show ¢ at nearly ogrmocﬁr of all children under age ix in
5, p et ap nresse o 45 prent o 101
of a ack child i
forty percent of such Hispanic children n:ﬂmﬂ.wnﬁw‘mww<wwwbmw%<wwﬁww

leveling off, after declini i
: \ eclining steadily si I
- t y since 1965, Wh i
N%MMMMW ”.Mwmu MM .ﬂrw first month of life continues to %Mo_mwm M_H_wmmsﬁ
e amces I Eozmmm omo.w.ﬂ:o_omw_ the Ero_,wm:ﬁ% rate for ms»,.muﬁw M,M
¢ 1 Life appears to hav i
Wmmmwmm ~m_..ocp nutritional and health oMHMoWMMWMM% A
% H.mmm mﬁE uwmﬂmw:_sm death. ons play a
£ nt report by the Children’s Defen i
. & se F
Mﬁwmnmohwouﬂ a%m status of black children. The wm%%h %vﬁawmmw t the
b mmommmmﬂ Mmﬁw rate increased in 1983 for the first time ol e
& decade. %mmx Hﬂod, compared to white children, the OUM:“ port
of lite 12t bl .m. @Mm _MMWW: wmz.m E%mm as likely to: die in the mwmﬁm%m.w%_m
; r aturely; and suffer low bi i
T . ow birthwe .
»rmﬁrmﬂ %E%ﬁmm% views these statistics as strong ”mwwanm signal
[oat step OoBmE .nmm taken now to address the domestic hunger mﬂwvm
et :_. e 1s fully cognizant of the need to limit ﬁm%m ~
i wtures. 1 1s the Committee’s view, however that th Mm
Doy Small M m%wmumy.mnémﬁw&mﬁ in nutrition ﬁmomnmam M:MM%-
. .R. - will result in larger savi i )
MWMMMMWW %Jﬂ%ﬂﬁmﬂsgﬁ health of the :maoﬂmm _B:OWMH”%NMHMMW
Rl elp avert i i
productivity comte e mrw Mw.ﬂ mw%wmmmm& health, education, and loss of

Highlights of major food stamp provisions

Many of the provisions of Title i i
. . XV either implem i
mMmﬂ%mMQmwwﬂmm of the F.mm.&m:@.m Task Force o% m,oom:wmm“m%nom. or
Padres: awnoEwMM m%m%m raised in its report. Included are the %mmom
fations recomn endations, or very similar proposals, on assets limj
pations, : omm ring issuance of benefits, providing benefits to 9-
pomeless, MM Mmgom_ eligibility, and extended office hours O%mm
provisions add ress Mn&:mm of the Task Force that work m:o.m:mﬁwm
the poo: mmﬁmuﬁ.w,»ﬂ and that recent increases in energy costs for
5P OoEBme ¥ have not been fully acknowledged.
ton o fommitt mn recognizes the need to stabilize the administra-
o or e Lo N amp program. Frequent changes in Federal law
el mnm M%m contributed to uracceptably high error rate
mmﬁm:mmwammw. B.m. though Title XV would entail some ma&so:mw
ad maimimﬁﬁ%ﬁm ommu it has been designed to minimize the burden
the TP DSt Mwmm.; me of the changes, such as those relatin to
e Thr :% %o. ’lan and the earned income deduction MES?WS
aereas aow. ministrative burden over current law. Other chan mmo
w:mcﬂ,m:ew p 1sions on the homeless and student loan initiation m:a,
psuran olemW M.@.:ﬁo.nnm current regulatory policy. The proposals
U:mmﬁmm c Wﬁ&z;w and monthly reporting and retrospective
Sudge g should reduce the administrative workload. Also. the
gement provided for the Secretary to continue mmBU_wmmm MMH
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plication projects could eventually lead to a significant lessening in
administrative burden and error rates in the States.
A topical summary of the major food stamp provisions follows:
(1) Improving food stamp work requirements and incentives:

—For the first time, each State would be required to set up
an employment and training program for employable food
stamp participants. States would be provided considerable
flexibility to design their own program and determine who is
to be served. A wide variety of options—job search, job finding
clubs, workfare, training, education relating to employment-—
could be utilized by the States and States would have flexibil-
ity to target the program on those employable recipients for

whom it is most appropriate.
—The earned m.nooBm deduction would be restored from 18%

to 20%.

—A separate deduction for dependent (e.g. child) care costs
would be established, effective in FY 1987, Currently, only a
combined excess shelter/dependent care deduction is available.
The ceiling on the dependent care deduction would be set at
%160 a month.

(2} Improving food stamp benefit adequacy and accessibility:

—The hasis for benefits would be increased slightly (roughly
19%) to reflect more accurately the actual costs of the Thrifty
Food Plan during the benefit year.

—The ceiling on the combined excess shelter/dependent care
deduction would be increased to $155 in FY 1986. (In FY 1987,
the shelter and dependent care deductions would be split, with
the cap on the shelter deduction reflecting the §155 level estab-
lished in FY 1986, adjusted for inflation.)

—The threshold for qualification for the medical deduction
for elderly and disabled households would be lowered from $35
a month, to 5% of gross income or $35 a month, whichever is
less. .

— Assets limitations would be adjusted in a manner similar
to the recommendations of the President’s Task Force on Food
Assistance. Farmers and others would be aided by excluding
from assets consideration any property on which a lien has
been placed and thus made unavailable for conversion to a
liquid asset. The liquid assets test for an elderly household of
one would be set at the same level as for households of two or
more that include one or more elderly members.

—Effective in FY 1988, States and localities opting to partici-
pate in the Food Stamp Program would be prohibited from col-
lecting sales taxes on food stamp purchases.

—Self-employed persons, including farmers, would be permit-
ted to offset losses incurred in self-employment against other
household income in determining_food stamp eligibility and

benefit levels.
—Figibility of the homeless would be assured, so long as

they meet qualifications requirements. )
—The definition of the disabled would be expanded to in-

clude certain severely disabled persons not currently treated as
disabled for food stamp purposes.
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States, the elements of a model plan for food stamp computer-
ization. Such plan would be subject to public comment before
being finalized. The Secretary would be granted limited au-
thority to mandate computerization to address accountability
problems.

—Earnings of participants in Job Training Partnership Act
on-the-job-training programs would be counted as income for
food stamp purposes, similar to the AFDC program.

—Recipients of energy assistance vendor payments would
not be allowed to claim the portion of their energy bills paid by
the vendor payment in calculating eligibility for the excess
shelter cost deduction. If these households have out of pocket
utility bills, they would be eligible for the State’s standard util-
ity allowance.

_“Banks would be permitted to charge food retailers for proc-
essing food stamps only if retailers fail to bundle the food
stamps according to Federal Reserve requirements.

—(Certain Federal credit unions would be authorized to
redeem food stamps.

—Through varicus tests, such as visual inspection, sales
records, purchase records, inventory or other methods, retail
food stores would be afforded the opportunity to prove that
fifty percent of their busines is staple food items, thus qualify-
ing them to accept food stamps for food purchases.

Eligibility of the homeless

The Food Stamp Act of 1977, as amended, sets forth, among
other provisions, the eligibility criteria for persons applying for
food stamp benefits. H.R. 2100 clarifies the eligibility of those not
residing in permanent homes by providing that persons with no
fixed addresses are eligible for food stamp benefits, if they meet
other eligibility standards. States would be expected to develop
methods for effective delivery of benefits to the homeless. The
President’s Task Force on Food Assistance recommended that
action be taken to ensure the eligibility of the homeless for food
stamps. The Task Force found that homelessness is a symptom of
complex problems and “ * * 7 Until we possess the means to deal
with them as a whole, food assistance will remain a most necessary
and important source of help for these unfortunate people.”

The Committee notes that any action to deny food stamp eligibil-
ity to any person simply because he or she has no fixed address is
not provided for in the Act. However, the Committee believes it is
important to clarify this eligiblity, especially since the Task Force
found that nineteen States require a fixed household address In
order for an applicant household to be eligible for food stamps. The
Committee also recognizes that this group of people—the home-
less—have problems other than a need for food assistance. While
the need for food is basic, and the food stamp program is available
to help meet it, additional measures are necessary to resolve the
problems of those without homes.

While the Committee recognizes the need to ensure the homeless
are not denied benefits solely due to a lack of a fixed address, 1t
emphasizes the need for States to take care that all food stamp eli-
gibility factors are met before benefits are made availabie to such

420
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estimates, actual food stamp benefits have lagged behind food price
costs by an average of almost 5 percent over the past 7 years. The
following table from the Subcommittee report on the Thrifty Food
Plan indicates the effect of the lag in adjustment of food stamp
benefits in recent years.

TABLE 3.—COMPARISON BETWEEN COST OF TFP AND THE MAXIMUM FOCD: STAMP ALLOTMENTS FOR
A STANDARD HOUSEHOLD OF FOUR

Actual averz maximum hﬁwﬂm Percent
Fiscal yeat e sinert ooy Gz
$183.38 $175.00 33.38 43
202.62 192.50 1612 %3
71978 207.75 12.03 58
4202 227.60 15.02 6.6
25080 233.00 17.80 76

253.73 253.00 673 0.3
3.25 253.00 10.25 40

! Source Congressional Budget Office 19855

2Pacent of ofference eqals (cost of TFP) munus (maximum alatment) multipied by 100 dwvided Dy (maximum aliotment).

3 This ditterence assumes that all households were certified under the food Stamp Act of 196¢ Maximum benefits for four-households certifed
under the Food Stamp Act of 1977 were $I higher from January lo july 1972 then lor households certified under the Food Stamp Act of 1964

*Pursuanl to PL 97-253 ihe mexmum afiotment was sel at 99% of the cost of the TFP for the relevant base period

H.R. 2100 would change the basis for food stamp benefits by re-
quiring that the food stamp cost-of-living adjustments implemented
on February 1, 1986 and each October 1 thereafter be based on the
cost of the Thrifty Food Plan through the previous September 30.
The result is that food stamp benefits would be more current with
actual Thrifty Food Plan costs. Of course, benefits would continue
to lag up to 12 months behind food costs through each fiscal year.

For FY 1986, the bill would result, by February 1, 1986, in an ad-
justment of benefits of about 1 percent over what current law re-
quires. For FY 1987 and thereafter, benefit adjustments would
occur once a year on October 1 and reflect 12 months of food price
inflation (September 30 through September 30).

After FY 1986, this proposal would entail a three-month porojec-
tion of food costs, from June 30 through September 30 of any year,
by the Secretary of Agriculture because actual food price informa-
tion would not be available in time to inform the States to imple-
ment @ benefit increase on October 1. (Since the effective date of
this provision has been delayed until February 1, 1986, no projec-
tion of food costs would be necessary to determine the appropriate
benefit adjustment at that time. Actual data on Thrifty Food Plan
costs through September 30, 1985, will be available in time to im-
plement on February 1, 1986.) Since the projection is for such a
short time period, the likelihood of a significant estimating error is
remote. And, in any event, any error in the three month projection
is likely to compensate for only a small part of the average lag be-
tween benefit standard and actual Thrifty Food Plan costs.

The Food Stamp Program is unique in that, unlike any other
benefit payment program, its benefits are based upon an empirical
minimum standard-—the cost of the Thrifty Food Plan. The propos-
al here does not contest whether the Thrifty Food Plan is the ap-
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propriate basis for benefits. The idea is simply to provide benefits
that more closely reflect the actual current costs of that plan.

As part of H.R. 5151, the Committee last year approved a propos-
al to base food stamp benefits on 101 percent of the costs of the
Thrifty Food Plan in FY 1986. In regard to this provision, the Com-
mittee report stated the following:

Based upon the extensive evidence gathered by the Sub-
commrittee on Domestic Marketing, Consumer Relations,
and Nutrition and other available information, the Com-
mittee believes that a modest, across-the-board increase in
food stamp benefits is warranted. Subcommittee hearings
produced persuasive evidence that a broad range of low
income Americans—including the elderly, mothers with
children, and single individuals—lack sufficient food pur-
chasing power to feed themselves throughout each month,
Participation in soup kitchens, food pantries and other
emergency feeding programs tends to swell toward the end
of each month, as food stamp participants exhaust what-
ever food resources they have. A modest increase of even a
few dollars a month will provide impertant additional
meals for needy families and thereby leave them less
reliant upon the availability of private assistance pro-
grams.

By different methodology, the provision adopted in H.R. 2100
basically would achieve the same result as of February 1, 1986, as
the Thrifty Food Plan provision in H.R. 5151. H.R. 5151 did not in-
crease the Thrifty Food Plan beyond FY 1986, but instead called
for a study of the appropriate basis for food stamp benefits to be
paid in FY 1987 and thereafter.

A copy of the Executive Summary of “A Review of the Thrifty
Food Plan and Its Use in the Food Stamp Program’ follows:

EXECUTIVE SUMMARY

The Thrifty Food Plan (TFP) is the least costly of four food plans
developed by USDA. By law the monthly cost of the TFP for a
standard household of four (man and woman, 20 to 54 years of age;
children 6 to 8 and 9 to 11 years of age) is the maximum level of
food stamps payable to any household of four.

In the past vears the TFP has been criticized for failing to pro-
vide a nutritionally adequate diet. In 1933 the TFP was revised to
reflect improved dietary standards and newer data on food con-
sumption patterns of low-income households but allotment costs
were held constant. The revised TFP was calculated to reflect as
must as possible the typical food choices of low-income Americans
and to provide 100 percent of the Recommended Dietary Allowance
(RDAs) for energy, protein and several vitamins and minerals but
somewhat less than the standard RDAs for two nutrient, zinc and
folacin.

The fact that the TFP- provides less than the RDAs for these nu-
trients is not proof of the nutritional iradequacy of this food plan
because the RDAs are designed to be levels of nutrient intake that
are thought to be adequate to meet the needs of practically all

15 U.S.Cong News 85— 1241
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healthy persons. Thus by definition most Americans do not require
daily the amounts of all nutrients listed in the RDAs. However, the
nutritional adequacy of the TFP may be decreased somewhat by

low bicavailability of certain nutrients from some foods in the TFP.
Thus, although the TFP is not ideal, it theoretically provides the
basis of a nutritionally adequate diet.

Data from national surveys indicate that many Americans do not
consume diets that meet dietary standards such as the RDAs. Indi-
viduals from low-income households are more apt to consume low
levels of some nutrients that individuals from more affluent homes.

Low-income individuals often spend in excess of the cost of the
TFP for food. Sixty-nine percent of the 4,403 low-income households
participating in USDA's Nationwide Food Consumption Survey
used food with a monetary value of equal or more than 110 percent

of their potential food stamp allotments.
ber of factors that affect the ability of food

ﬂrmwmmﬂmmzﬁn
stamp recipients to obtain a nutritionally adequate diet. One is
food loss within the home. USDA officials add 5 percent to the die-
tary standards for the TFP to create an allowance for food losses.
Data from a limited number of studies indicate that minimum food
losses by households generally exceed 5 percent.

The ability of some food stamp recipients to obtain an adequate
diet is affected by the fact that grocery prices are not uniform at
stores throughout tthe US.A. They vary between geographic re-
gions; among urban, suburban and rural stores within a region;
and among types of stores. Grocery prices also tend to be higher in
low-income areas than in more affluent neighborhoods because op-
erating costs are higher in low-income neighborhoods. The effect of
these price differentials on the purchasing pewer of food stamp re-
cipients has not been thouroughly assessed.

Several program features also affect the purchasing power of

food stamp allotments:
1. Food Stamp
changes in food prices abo
adjustments lag 3 to 15 mon

Program allotments are revised to reflect
ut once a year but generally these
ths behind timely estimates of

Thrifty Food Plan costs. As a result during fiscal years 1978
through 1984 the lag in adjustments resulted in maximum food
stamp allotments to households of four averaging 4.9 percent
fess than the calculated cost of the TFP for a household of

moE,.
2. Rounding rules required by law reduce food stamp allot-
ments to households by about $1 per month or about 1 percent

of the average household benefits.
3. The purchasing power of food stamps is further reduced in
20 States by the application of State and local sales taxes on

food purchased with foed stamps.

A number of other factors, besides just money for food per se,
affect the ability of households to utilize food stamp benefits effi-
ciently. These include th
expensive transportation to and from gr
illiteracy among household food managers.

more time than typica
small survey, researchers
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The bill would selectively expand the Food Stamp Act’s defini-
tion of disabled person to include these categories: those disabled
who receive a State financed SSI payment, but do not receive the
basic Federal SSI benefit, as long as such benefits are determined
by the Secretary to be conditioned on meeting at least the social
security disability criteria used for Federal SSI benefits or are ben-
efits granted to those who qualified under pre-SSI programs for aid
to the permanently and totally disabled and blind; veterans receiv-
ing pensions for non-service-connected disability; railroad retire-
ment disability annuitants who must meet the social security dis-
ability test in order to receive their annuity or qualify for Medi-
care; and government disability retirement annuitants having a
disability considered permanent under the same special social secu-
rity disability rules now applied in judging the disability status of
veterans’ survivors.

It is expected that t
abled will affect fewer than 40,00

his expension of special treatment for the dis-
0 recipient households.

State and local sales tax
50 States have either State or local sales taxes that
food stamp purchases. Such sales taxes reduce food
percent in these States.

Currently,
are charged on

stamp purchasing power up to 6
The bill would prohibit any State or locality from cellecting a

sales tax on food stamp purchases if it wishes to operate a Food
Stamp Program, effective in FY 1988, This would put an end to
what is, in effect, a transfer of revenues from the Federal govern-
ment to State and local government at the expense of low income

persons.

The effective date of this ﬁﬁ.oimmos is delayed to afford State
and local governments time to make arrangements for alternate
revenue sources. BEspecially in States where legislatures do not
meet every vear, there is a need for transition time.

Some State officials have argued that there should be no prohibi-
tion of the collection of sales taxes on food stamp purchases be-
cause the tax proceeds in their States go into foed stamp adminis-
iration or other social welfare programs. While the Committee is
concerned about this situation and its possible adverse effect on the
poor, it does not justify continuation of the State and local sales
taxes. The fact is that the sales taxes result in the poor financing
their own programs. Even if every dollar taxed on food stamp pur-
chases were applied to low income programs, the poor would come
out even, at best. Federal dollars provided for food assistance
should not be diverted to other purposes, even if there is some

return for the poor.
from “A Review of the Thrifty Food

The following table is taken
Plan and Its Use in the Food Stamp Program,’ published by the
April 1985. It indicates that in FY

Committee on Agriculture in
1983, food stamp participants jost about $115 million in food pur-
axes. (This table lists only State sales

chasing power to State sales t
taxes. Additional sales taxes on food stamp purchases are imposed

by localities in various States.)
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that would ensure that any AFDC and SSI household that loses its
eligibility for those programs (for example, if a father returns to
the AFDC family or if an SSI recipient loses disability status)
would not lose ifs food stamp eligibility without a determination
under food stamp rules that the household fails to meet food stamp
eligibility standards.

Categorical food stamp eligibility for AFDC and SSI recipients
was recommended by the President’s Task Force on Food Assist-
ance, based on its findings that food stamp participation is needed.
Is also advances four important Committee goals with respect to
food stamps: simplifying administration; easing access to the pro-
gram for eligible households; emphasizing coordination with other
public assistance programs; and reducing the potential for error in
establishing eligibility.

Approximately two-thirds of food stamp households are made up
of AFDC or SSI recipients and the Committee expects that categor-
ical eligibility for them will reduce the administrative time needed
to handle their cases, thereby allowing administrative resources to
be more efficiently allocated, without loosening food stamp eligibil-
ity requirements.

The Committee emphasizes that the Department would have dis-
cretion to apply a rule of reason in developing rules governing eli-
gibility. In limited instances, it would be inappropriate to grant
food stamp eligibility to certain households composed exclusively of
AFDC or SSI members. For instance, a household that has been
disqualified from food stamps due to a violation of food stamp rules
{e.g. failure to comply with monthly reporting or job search re-
quirements), could not gain automatic food stamp reinstatement by
virtue of continued participation in the AFDC program.

Excluded income

For those few post-secondary students who are otherwise eligible
for the food stamp program, the Food Stamp Act excludes as
income the portion of any educational loans, grant, scholarships,
veterans educational benefits, and the like that is used to pay
mandatory tuition fees. Payment of tuition and fees is a condition
for receipt of the loan or grant, which is not available for use by
the student to cover living expenses.

Loan origination fees and insurance premiums that are subtract-
ed from student loans, and thus not available as income to the stu-
dent recipient, have at times been counted as income to the stu-
dent because there is no specific language in the Act excluding
them. In order to clarify the intent of present law, the bill would
specifically exclude, for income computation purposes, loan origina-
tion fees and insurance premiums that reduce the actual amount
received by students.

The bill would also clarify that post-secondary school students
who receive eduactional grants, loans, scholarships and the like
can exclude these paymens from income for food stamp purposes,
to the extent they are utilized for tuition and mandatery fees, even
though the institution they attend does not require a high school
diploma as a prerequisite for attendance. Under current regulatory
policy, this income exclusion is available only to students in post-

FOODI} SECURITY ACT
P.L. 99-19§

[page 143]

secondary schools iri i
e pondary requiring a high school doploma as a condition of
By clarifying current law i
) z , the Committee intends to i
wwmmﬁwmm Mwn_cmpou to attendees of certain <onmﬁcwm_ mqu%%m Mﬂwm
Juror and ooanw:mw;w colleges that admit students without a high
m&:omao%mwnmwm mwmw_ mﬁrMmMoon:ﬂvmmw view that since many of %5
€ ; this amendment h i
imact on the employability and m%om i ey of tho rect
I npl I omic seif-suffi
Wm%.wnmﬁ 9% _:E.nma exclusion of grants, loans, Mmmnwnwmmwmwm?
ﬁmaco%ﬂm MMEMM Mwmm ﬁmoﬁmSHV constitutes sound approach Sﬁmwm
¢ pendency. As with other stud
m%wwnm,mo_, loans utilized for purposes other HTNMJWPWMHWMW mmuwo_-
moﬁi ees would be counted as income for food stamp pur g
How ever, this provision is not intended to otherwise affect m%ummm.
stud Mm%mm m_mm__vmnw.moh. the food stamp program or to subject nrMmu.M
fo ¢ squalification provision of section 6e of the Food Stamp
In a further clarification
: of food stam licy o i
mﬂwﬂw@n mw.m@wmw Msm%wm ﬂmwﬁ that Federal M«%%ﬁm W«m Hwnmmcmoww_pmmwm
le he | nt utilized for tuition and mandatory fees i )
mww%mm Hmw Hwnmmaom to end a practice in some memm swwwwwmwm WMMH
i memMmmmmm% %%mmmwwy%, they mw_%wﬂmmavcﬂmmgmunm for other
. incurs. e current exclusion fi
income of non-Federal student aid rei rondor pay.
2 eimbursements and d
ments would be continued. Since the food rram genetally
L : -5 stamp pro,
MMMWMMMManmsmWWMMMm mwwnm:mm_ucwmmmgmnnm a roﬂ%mwmw% ﬂmm.mwm“mmw
es, the effect of this practice has b i
cumvent the normal treatment of Pell G - than the sar.
tion utilized for tuiti i Moo (Saner shan the por.
mﬂmmdb lrposes uition and mandatory fees) as income for food
o Mm%%_ mn%:mm a similar principle to the delivery in some States
Pl <mwm tate and local general assistance benefits in the
rm of or payments. Since vendor payments are generally ex-
chud ENWMMH wﬂnﬁ%mud%moon food mr.wn% purposes, a State or locality
: : or general assistance i
third parties on behalf of fi DT i ety 0
ood stamp household i
normal treatment of th ic asi e e o e
mommumﬂﬂﬂﬁ et o ese public asistance benefits as income for
e bill makes it clear that to the
il extent vendor
MH.WQMC H%mﬁwﬂ %Mm Mmmi.mw mﬁm:mm mm:. day-to-day living mmwwﬁmwmwmﬁmmw
. as Income for food stamp purposes. Oth _
payments—such as those for medical or chi are, . oo
) 1| T ild care, o
Mw%ﬂzw %nﬁwwﬁmﬁmmm_ﬁoﬂ E.%Saom as emergency or mﬁmnﬂm%w%mme:ww
. rant levels— 1
Ewmam:.non oot vEWOmMMGE continue to be excluded from
inally, the bill eliminates an income exclusi 1
) : % usion permitted
rwwﬂﬁmsﬁ ~w€. Earnings of participants in o:-ﬁrm..m%m.w S.mmismc :%.Mm
Mm - Mowa:m M.M%Wm Mow Training Partnership Act (JPTA) wouid count
: o1 ooa stamp purposes. Other JPTA payments
incentive allowances, expense-related reimb e ch as
incent WANCES, eXp mbursements, and pay-
n_:mmm.ﬁo participants in youth programs, would continue to be ex-
This change in polcy would brin
C » pol ¢ g the food stamp pro
closely into conformity with Social Security Act uwomh.mww zwuﬂmn%

1247



LEGISLATIVE HISTORY
P.L. 99-198

{page 144}

ing AFDC. To the extent that JTPA participants are actually earn-

ing wages in on-thejob training programs, the Committee believes

these earnings should be treated consistently with the earnings of

other food stamp participants. On-the-job training participants or-
dinarily work 30-40 hours a week and often receive wages in excess
of the Federal minimum wage. The Committee believes it is equita-
ble to treat them like all other earners in the food stamp program
who receive an 18 percent earned deduction {(raised to 20 percent
under this bilD and are subject to a 30 percent benefit reduction
rate.

The Committee believes that incentive payments, earnings of
youth program participants and the like should continue to be ex-
cluded because they ordinarily are of a much smaller magnitude
than on-the-job training earnings. When such payments are quite
small to begin with, their effectiveness as a work incentive is more
likely to be impaired if a loss of food stamp benefits accompanies

their receipt.
Offsetting losses from self-employment enterprises

There is currently no explicit policy for offsetting net losses from
a self-employment enterprise against gains from another enterprise
or earnings of a household member. This has been a serious prob-
lem for many self-employed persons attempting to qualify for food
stamps. In the case of the farmer, it is not unusual to be involved
in different types of self-employment enterprises. The farmer may

be raising crops and also be in a partnership with his father or
brother in a cattle raising operation. If the farmer has a gain on
he loss, in effect, is currently

his crops and a loss on his cattle, t
the farmer’s income for

ignored and the gain is used to calculate

eligibility and benefit purposes. Similarly, if a household member
works outside the home and the farm operation shows a net loss,
the food stamp program focuses only on the gain from this outside
income, and does not take into consideration the net farm income
loss, it is the Committee’s view that determining income in such a
manner does not accurately reflect the household’s available
imcome.

The bill would explicitly require that, in calculating gross
income, any otherwise countable income must be reduced by any
net loss from self-employment. In doing so, it is the Committee’s
intent that whatever base is used to determine income from se}f-
employment, the previous year’s tax return or current income, the
same base be used in determining any net loss. In addition, losses
should be prorated over the year in a manner comparable to that

used to prorate self-employment income.

Earned income deduction

Effective February 1, 1986, H.R. 2100 would increase the earned
income deduction for working households from 18 percent to 20
percent of earnings, restoring the level that was in effect prior to
1981, This deduction represents the primary difference in how food
stamp benefits are calculated for working and nonworking house-
holds. As a matter of fairness and to premote increased work
effort, the deduction should cover the full work related costs of
most, if not ali, working food stamp participant. If a household’s
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prices have increased more rapidly for the poor than for others in
recent years.

According to the latest available data (1982), 27 percent of all
food stamp households receive the maximum shelter deduction.
Many, if not most, of these households incur shelter costs that are
not acknowledged by the Food Stamp Program due to the current
cap on the shelter deduction. To the extent that these households
do pay more for shelter, they have fewer resources to apply to food.

Since the test to qualify for the excess shelter cost deduction is
already stringent, the Committee beleives that an increase in the
ceiling provides a targeted method to assist many of the neediest
households. Only those with the highest shelter cdsts would be
helped.

In addition to the increase in the combined excess shelter/de-
pendent care deduction in FY 1986, separation of the dependent
care deduction in FY 1987 will provide significant relief at a rela-
tively small additional cost primarily to working, female-headed
households. CBO estimates that altogether about 40,000 households
would be affected by this amendment, of which most are female-
headed.

For these households, the dependent care deduction can be a
major work incentive. Most of these households also incur shelter
costs that quality them for the excess shelter deduction. Unofficial
estimates have indicated that as much as 75 percent of potential
dependent care deductions in the' Food Stamp Program are, in
effect, unavailable because the same households qualify for the
excess shelter cost deduction.

A dependent care deduction was part of the Food Stamp Pro-
gram prior to 1977, It was combined with the shelter deduction at
that time to address the fear that households with relatively
“high” gross incomes would quality for the Food Stamp Program if
they were allowed deductions for both sheliter and dependent care
costs. (Eligibility at that time was based solely on net income.)
With the adoption in 1981 of the gross income eligibility test of 130

percent of the poverty level, the possibility of “high” income par-
ticipants has been eliminated.

Medical deduction for the elderly and disabled

Effective February 1, 1986, the bill would lower the threshold for
elderly and disabled households to quality for the medical deduc-
tion from $35 a month to the lesser of 5 percent of gross income or
$35 a month. This change would bring the food stamp program
more into line with the Federal income tax code in terms of deter-
mining eligibility for a medical hardship deduction. Since the aver-
age income of an elderly food stamp household is currently about
%360 a month, the $35 threshold constitute almost 10 percent of its
income. Of course, many households have incomes far below the av-
erage and the $35 threshold works as a paricular hardship on
them.

This change will be most beneficial to low-income senior citizens
whose monthly medical expenses exceed 5 percent of their income
but fall below the current $35 threshold. However, sentor citizens
and their advocates are concerned that this formula change may be
accompanied by action by the Department to tighten the definition
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