A MESSAGE FROM THE COMMISSIONER

A MESSAGE FROM THE COMMISSIONER

| am pleased to present the Social Security Administration’s Performance and
Accountability Report for Fiscal Year (FY) 2007 (PAR). Thisreportismy first as
Commissioner. Itisclear that Social Security is undergoing a profound and
dynamic change in itsworkloads. Fiscal year 2007 was ayear of extraordinary
transformation. Social Security is now deeply involved and has committed
substantial resources to important elements of the Medicare program, particularly
Part D, as well as aspects of the Nation’s immigration policies and various SSN
verification programs. Socia Security has undertaken al of these new dutiesin
addition to itstraditional role of administering the Old Age, Disability and
Supplemental Security Income programs under the Social Security Act, thereby
straining our ability to achieve desired results in some key areas.

Committed to improving our performance in traditional programs and newer
non-core workloads, | plan to issue a new Strategic Plan for the Agency to ensure
that we continue to deliver outstanding service to the Nation. In addition, we are
currently developing a comprehensive plan of fundamental business process reform. These changes are essential if
Social Security isto continue as an organization that meets the needs of al of our citizens. However, the Agency
cannot independently accomplish such dramatic reforms. We look forward to working within the Administration
and the Congress to secure the necessary support for these innovative initiatives in order to change how Socid
Security provides service to the American public.

This PAR demonstrates how Social Security managed its finances and how we administered our programs -- both
new and traditional -- during the past year. Some of our FY 2007 accomplishments include meeting our
performance goal for processing periodic continuing disability reviews, receiving an unqualified opinion on our
financial statements for the 14™ consecutive year, and having our auditors report no material instances of
noncompliance with laws and regulations. In reviewing the report, please take note of the many challenges we faced
this year and which will continue to influence our performance in the coming years, including the following: the
aging of the population resulting in awave of claims for retirement and disability benefits at the same time as Social
Security’s employees are retiring from federal service; the growing number of workloads assigned to the Agency
such as Medicare Part D; and the growing backlog of disability cases awaiting decision (nearly 750,000 hearings as
of the end of FY 2007).

Social Security continuesto provide serviceto individuals at critical juncturesin their lives, be it the onset of a
disahility, the loss of a spouse or parent, the inability to meet basic needs as a senior citizen, or retirement from the
workforce. | have seen first-hand the important work this Agency does and the essential protection it provides to the
most vulnerable in our society. In particular, | consider it amoral imperative that we eliminate the disability
hearings backlog and ensure that we provide our many services timely, effectively and efficiently to each and every
one of our customers.

| am proud to report that our FY 2007 financial and performance datain the report is reliable and complete based on
Office of Management and Budget guidance and that there are no material internal control weaknesses. | encourage
you to review in greater detail the message from our Chief Financial Officer aswell as the PAR itself.

Michagl J. Astrue
November 7, 2007
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MANAGEMENT’ SDISCUSSION AND ANALYSIS

The Management’ s Discussion and Analysis (MD&A) is Required Supplementary Information to the
financial statements and is designed to provide a high level overview of the Social Security
Administration (SSA). It provides a description of who the Agency is, what the Agency does, and how
well the Agency meets the goals that have been set.

The Overview of the Social Security Administration section highlights SSA’s mission as set forth in the
Agency’s Strategic Plan. This section also discusses the major programs the Agency administers: the
Old Age and Survivors Insurance and the Disability Insurance programs (commonly known as Social
Security), aswell as the Supplemental Security Income program, and provides a discussion of the
Agency’ s organization.

Next, the Overview of Key Performance Indicators, Goals and Results section provides the Agency’s
progress in the context of the Government Performance and Results Act of 1993 (GPRA). The GPRA
statute requires Federal agencies to develop and institutionalize processes to plan for and measure
mission performance. During Fiscal Year (FY) 2007, SSA used 38 distinct GPRA performance
measures to manage and track Agency progress. The performance measures focus on SSA’s most
critical challenges and areas in need of improvement. Of the 38 performance measures, 16 were
selected as Key Performance Indicators (KPI), which the Agency believes best tell the story of its
efforts to address the most critical challenges. These KPIs are discussed in general terms and indicate
whether the performance targets for FY 2007 were met. All of the FY 2007 performance measures,
their targeted performance and results, aswell as a discussion of each measure and historical data may
be found in the Performance Section.

The Overview of Key Performance Indicators, Goals and Results section of the MD& A aso speaks to
SSA’s Data Quality. This section provides a discussion of the actions SSA has taken to address the
Agency’s management control responsibilities. A summary of the results from the Office of Inspector
General’ s audits of several GPRA performance measures is provided.

The Performance and Accountability Report would not be complete without providing a summary of
the issues the Agency faces now and will face over the next five years, aswell as the current and future
activities and strategies in place to deal with them. These challenges, found in the Agency Challenges
section, are based on the Major Management Challenges currently designated by the Government
Accountability Office and SSA’s Office of the Inspector General. Also addressed in the Agency
Challenges section are the Agency’ s scores on the President’ s Management Agenda initiatives and the
Agency’ s program ratings from the Program Assessment Rating Tool.

In addition to discussing program performance, the MD& A also addresses the Agency’s financial
performance. The major sources and uses of SSA’s funds, as well as the use of these resourcesin
terms of both program and function, are explained.

Finally, the Systems and Controls section of the MD& A provides a discussion of the actions SSA has
taken to address the Agency’ s management control responsibilities. The Management Assurances
within this section provides the Agency's assurances related to the Federal Managers Financial
Integrity Act and the determination of the Agency’s compliance with the Federal Financial
Management Improvement Act. Also addressed are the results of the audit of SSA’sfinancial
statements and compliance with the Federal Information Security Management Act.
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MANAGEMENT’ SDISCUSSION AND ANALYSIS

OVERVIEW OF THE
SOCIAL SECURITY ADMINISTRATION

MISSION

To advance the economic security of the Nation's people through compassionate and
vigilant leader ship in shaping and managing America's Social Security programs.

THE SOCIAL SECURITY PROGRAMS AND HOW THEY
BENEFIT THE PUBLIC

Few Government agencies touch the lives of as many people as the Social Security Administration (SSA). SSA
administers one of the Nation’s largest entitlement programs, the Old-Age, Survivors, and Disability Insurance
(OASDI) program, commonly referred to as Social Security. Monthly cash benefits are financed through payroll
taxes paid by workers through their employers and by self-employed workers. Monthly benefit payments under the
OASDI programs are based on an individual’ s taxable earnings during his or her lifetime.

SSA also administers the Supplemental Security Income (SSI) program which is designed to provide or supplement
the income of aged, blind, or disabled adults and children with limited income and resources. SSI payments are
financed by general tax revenues.

Over 54 million people, one sixth of the total population, receive monthly Social Security or SSI benefit payments.
Through their tax revenues, 163 million workers are earning valuable Social Security coverage for themselves and
their families. The following table, Number of Beneficiaries as of September 30" of Each Year, indicates the
number of people receiving OASDI, SSI and/or the combined benefits. During the last ten years, the number of
Old-Age and Survivors Insurance (OASI) beneficiaries has grown by eight percent, Disability Insurance (DI) by
40 percent, and SSI (includes persons receiving only SSI benefits and those who receive combined SSI and OASDI
benefits) by 11 percent.

Number of Beneficiaries as of September 30th of Each Year (in Millions)

1998 | 1999 2000 2001 2002 2003 2004 2005 2006 | 2007

OASI only 37.9 38.0 38.7 38.9 39.2 39.4 39.6 40.0 40.4 40.9
DI only 6.3 6.5 6.6 6.8 7.1 7.5 7.8 8.2 8.5 8.8
SSI only 4.2 4.2 4.2 4.3 4.4 4.4 4.6 4.6 4.7 4.8
Total of

beneficiaries
receiving OASI,
DI or SSI only

48.4 48.7 49.5 50.0 50.7 51.3 52.0 52.8 53.6 54.5

SSI and OASDI 2.4 2.4 2.4 2.4 2.4 2.5 2.5 2.5 2.5 2.6
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MANAGEMENT’ SDISCUSSION AND ANALYSIS
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Social Security and SSI benefits play a significant rolein
the improved economic security of the Nation’s people.
In 1936, when Social Security Numbers were first
assigned to workers, most of the Nation’s elderly were
living in poverty. Over the past 30 years, poverty among
the elderly has been reduced by 37 percent, decreasing
from 15 percent in 1976 to 9.4 percent in 2006 and is
expected to continue to decline in future years. Asshown
in the chart, U.S Population Below Poverty Line, the
percentage of the population age 65 and over in the United
States who lives below the Federal poverty level has been
consistently lower than that of the general population
since the 1980s. I1n 2006, the total population of the
elderly was 12.3 percent compared to 9.4 percent of the
elderly below the poverty line.

The poverty level gives an indication of how Social Security and SSI benefits are improving the quality of life of the
elderly; millions more are protected in the event of disability or death. In addition to food stamps, Medicaid, low
income housing and other social services, SSI recipients with little or no income may receive an SSI Federal benefit
up to 73.2 percent of the Federal poverty level for an individual and 81.9 percent for acouple. Additionally, the
portion of the poverty gap not filled by Federal SSI may befilled by State SSI supplemental payments.

OLD-AGE AND SURVIVORS INSURANCE (OASI) BENEFITS

Working Americans can count on benefits when they
retire if they have qualified by working and paying
Social Security taxesfor at least ten years over the
course of their lifetime. Benefits are also paid to certain
members of retired workers' families and their
survivors.

The chart, Population 65 or Over Receiving OAS
Benefits, shows as of 2007, 91 percent of the total
population that is 65 years of age or over receives OASI
benefits and nine percent of the total population do not
receive OASI benefits. Of the 91 percent that receive
benefits, 82 percent are retired, 6.5 percent receive
benefits due to their spouse’ s earnings and 11.5 percent
receive survivor's benefits.

Percent of Elderly Beneficiary Income from
Social Security Benefits
(2007)

37% of
Beneficiaries

<50% of
Income

90-100%
of Income

50-89% of
Income

31% of

32% of s
Beneficiaries

Beneficiaries
Data Source: U.S. Census Bureau’s Current Population Survey, March 2007

Population 65 or Over Receiving OASI Benefits

Receiving (2007) All
No OASI Survivors
Benefits 9% 11.5%
Receiving Spouses
OASI 6.5%

Benefits
91%
Retirees
82%

Data Source: U.S. Census Bureau’s Estimates of Resident Population

As of 2007, approximately 97 percent of eligible persons
age 20-49 have survivor protection for their children
under age 18 and for surviving spouses caring for children
under age 16. During this same period, 91 percent of the
population over 65 were receiving benefits. Social
Security benefits comprised 37 percent of all income for
individuals and married couples age 65 and over.

Asshown in the chart, Percent of Elderly Beneficiary
Income from Social Security Benefits, Socia Security
benefits comprise at least 90 percent of total income for
one-third of the elderly beneficiaries. For nearly two-
thirds of elderly beneficiaries, it is their major income
source (50-100 percent of their income).

L8 |
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MANAGEMENT’ SDISCUSSION AND ANALYSIS

Pre-Retirement Earnings Replaced The basic benefit structure of the Social Security system
(Workers age 65 Entitled in January 2007) has remained unchanged in principle since 1939.
100%- E;g‘iﬂr’]gs Monthly benefits related to the worker’s previous
’ Medium ($17,427) earnings are payable to retired and disabled workers, to
0% Earnings eligible survivors, and to their families. Benefits based
Maximum (838,726) on prior earnings reflect workers' prior standards of
Earnings .o . . . .
60%- ($86,046) living and the earnings from which they paid Social

Security taxes. The level of career average earnings
replaced by Socia Security benefits varies because the
benefit formulais progressive. The proportion of
previous earnings that is replaced (earnings replacement)
is greater for lower than for higher earners because lower
earners have less ability to save and invest during their
[mworker mworker and spouse | careers. Thisweighting shows the greater economic

needs of the person at alower earnings level and the
greater likelihood that higher paid workers will have supplementary pensions and private savings. The chart,
Pre-Retirement Earnings Replaced, shows the earnings replacement rate in 2007 for single workers and couples
(e.g., worker with a spouse age 65 or older who is not insured) at various earnings levels. The earnings amounts
represent the average of the worker’s career earnings wage-indexed* to 2006.

40%

20%-

0%

DisABILITY INSURANCE (D) BENEFITS

Disability under Socia Security is determined based on a person’s inability to work. SSA considers a person
disabled under Social Security rulesif the person cannot perform the work he did before the Agency determined that
he could not adjust to other work because of his medical condition(s). A person’sdisability must also last or be
expected to last for at least one year or result in death. In order to qualify for DI benefits, a person must have
worked long enough and recently enough under Social Security to be insured in addition to being disabled.

DI benefits provide a continuing income base for eligible workers who have qualifying disabilities and for eligible
members of their families. SSA evaluates the work activity of persons claiming or receiving disability benefits. The
Agency uses earnings guidelines to evaluate a person’ swork activity to decide whether the work activity is
substantial gainful activity. A person is considered to be performing substantial gainful activity if he/sheis earning
more than a certain amount of money per month. Once
benefits begin, they continue for as long as the person is
disabled and does not perform substantial gainful
activity. Social Security offers programs that provide 100%-+ Earnings

Disabled Workers’ Earnings Replaced
(Workers age 45 Entitled in January 2007)

Low

. ; . Medium
incentives for people who would like to return to the Earnings (816.750)
i i J ($37,222)
Worlffor_ce. The A_gency.also conducts penodlc 80% Vaximum
continuing disability reviews to determine whether Earnings
60%- ($94,687)

current beneficiaries remain disabled.

40%

The chart, Disabled Workers' Earnings Replaced,

shows the earnings replacement rate in 2007 for 20%4

disabled workers and their dependents at various

earnings levels. The earnings amount represents the 0%

average of the workers' career earnings wage-indexed B Worker B Worker and Dependent
through 2006.

! For more information on wage-indexing, please see: http://www.ssa.gov/OACT/COLA/AWI.html#Series.
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MANAGEMENT’ SDISCUSSION AND ANALYSIS

SUPPLEMENTAL SECURITY INCOME (SSI1) PROGRAM

SS| is ameans-tested program designed to provide or supplement the income of aged, blind, or disabled people with
limited income and resources. SSI payments and related administrative expenses are financed from general tax
revenues, not the Social Security OASDI Trust Funds. Children, aswell as adults, can receive payments based on
disability or blindness.

The definition of disability for adults used in the
SSI program is the same as that used in the DI SSI Recipients Receiving OASDI Benefits
program, with the exception of statutory blindness for
which different rules apply. Likethe DI program, . i i

there is a separate definition of disability for children Aged SSI Recipients B“ndRi‘C?;z?,ﬁd s
applying for SSI benefits. There are general provisions
to encourage returning to work and special work
incentivesfor al recipients. SSl isthe sole source of
income for most recipients. However, as of September
2007, 35.1 percent of all SSI recipients also received
Social Security benefits. The chart to theright, S3
Recipients Receiving OASDI Benefits, illustrates that a
larger percentage of aged SSI recipients (57.4 percent) B Receivirg S Only B Receiving SS1 Orlly
are receiving both OASDI and SSI benefits while a B Recelving OASD) and SSI B Recelving OASDl and SS1
smaller percentage of blind and disabled SSI recipients
(30.7 percent) receive both OASDI and SSI benefits.

AGENCY ORGANIZATION

The Socia Security Administration (SSA) has provided direct service to the American public at critical stagesin
their lives and has ranked among the premier agencies in Government service for over 70 years. Agency programs
touch the lives of over 95 percent of all Americans. Asthe Federa agency charged with managing and delivering
these programs for peopl e across the country, SSA’ s success is dependent upon how well it managesits limited
resources to meet the needs of the American people.

In FY 2007, asin prior years, SSA’s limited resources were primarily used to process its workloads including:

e Paying benefits to over 54 million people every month;

e Making decisions on nearly 656 thousand hearings and appellate actions;

e Issuing over 17.6 million Socia Security cards;

e Processing over 265 million earnings items for crediting to workers' earnings records,

e Handling 57 million callsto SSA’s 800-number;

e |ssuing over 146 million Social Security Statements;

e Processing over 764 thousand periodic continuing disability reviews;

e Processing over one million non-disability SSI redeterminations to ensure that SSI eligibility is still met; and

e Administering components of the Medicare programs, including subsidy applications, calculating and
withholding premiums, making eligibility determinations, and taking applications for replacement Medicare
cards.

SSA’s organization is centrally managed with a nationwide network of over 1,300 offices which includes Field
Offices, Regional Offices, Teleservice Centers (800-number), Program Service Centers, Hearing Offices, and State
Disability Determination Services. The public can also conduct business and obtain information via SSA’s website
at www.social security.gov.
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MANAGEMENT’ SDISCUSSION AND ANALYSIS

SSA’s organizational structure is designed to provide timely, accurate, and responsive service to the public. By
integrating support services for all of its programs, SSA enhances efficiency, avoids duplication of effort, and
increases opportunities to provide one-stop service to the public. SSA’s Field Offices are the primary points for
face-to-face contact with the public. Teleservice Centers offer national toll-free telephone service at
1-800-SSA-1213. The Program Service Centers process awide variety of workloads, as well as answer 800-number
calls. The Office of Central Operations, which includes the Data Operations Center, processes retirement and
disability-related workloads, maintains records of worker’s earnings, and also has an expanded role in answering
800-number calls. The State Disability Determination Service offices process medical decisions for the SSA Field
Offices. The Hearing Offices make decisions on appeals of SSA determinations.

62,000 SSA Employees As shown in the chart, 62,000 SSA Employees, around

(May 2007) 58,000 of SSA’s employees deliver direct service to the
public or directly support the services provided by the
Agency’sfront-line staff. Roughly 31,500 employees
work in over 1,200 SSA Field Offices (including
Resident Stations) and 35 Teleservice Centers.

31%
51%

Approximately 19,000 employees provide direct service
from the Agency’ s Program Service Centers, Hearing
Offices, the Office of Central Operations, the Office of
6% 12% General Counsel, the Office of the Inspector General, the
B Direct Service - Field Offices and Teleservice Centers Office of Public |nqui ries, the Office of Quality
B Direct Service Al Other Direct service Offces warters | Performance, and Social Secrity Online. Another 7,500
B Non-Direct Service Employees employeesin Regional Offices and Headquarters directly
support the services delivered by Social Security’s front-line workers. The disability programs also depend on the

work of over 15,000 employees in State Disability Determination Services.

SSA’s employees in non-direct service positions perform equally important functionsin developing information
technology and public information products, ensuring sound fiscal stewardship, developing and implementing
uniform program policies and procedures, and supporting the workforce by providing, maintaining, and
safeguarding the Agency’ sfacilities. SSA’s administrative expenses, driven by the size of the programs the Agency
administers, are less than two percent of total outlays.
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ORGANIZATION OF THE SOCIAL SECURITY ADMINISTRATION
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MANAGEMENT’ SDISCUSSION AND ANALYSIS

OVERVIEW OF KEY PERFORMANCE
INDICATORS, GOALS AND RESULTS

FY 2007 OVERVIEW OF PERFORMANCE

SSA isdeveloping anew Agency Strategic Plan (ASP) for Fiscal Years (FY) 2008 through 2013. The ASP reflects
the priorities and direction of the President and SSA’s Commissioner, setting the Agency’s course for achieving
measurable results that improve American lives. The current ASP's four strategic goals drive objectives and
outcomes that support the Agency’s mission and provide the framework for allocating Agency resources. These
objectives articulate the challenge of providing outstanding public service, improving program integrity through
financial stewardship, supporting reforms to ensure sustainable solvency for future generations, and maintaining the
quality staff SSA needs to provide service and stewardship. SSA has worked diligently to emphasize the
relationship between resources and results.

The following figures represent the portion of the Agency’s FY 2007 operating expenses used in support of each
strategic goal.

e Toddliver high-quality, citizen-centered service -- Operating Expenses by Strategic Goal
$7,873 million FY 2007 (in millions)

e To protect theintegrity of Socia Security $7,873
programs through superior stewardship -- $1,253
$1,253 million

e To achieve sustainable solvency and ensure Social
Security programs meet the needs of current and
future generations -- $126 million

e To strategically manage and align staff to support $338
the mission of the Agency -- $338 million $126

‘ H Service M Stewardship B Staff E Solvency ‘

Agency accounting and cost analysis systems which
track the administrative costs of SSA programs by
workload, aswell as employee production rates, provide integrated financial and performance information for SSA
managers at al levels. Agency executives meet on a periodic basis to review and discuss performance measures.
Resource allocation decisions are then made based on performance and projected workloads.

The Agency’s Annual Performance Plan (APP) describes how SSA will strategically performin agiven fiscal year.
It specifies performance targets by which Agency goals and objectives can be measured. SSA has developed
automated tools to assist the Agency in determining the full and marginal costs of achieving performance outcomes.
These tools enable SSA to determine the resources required to keep up with core workloads, process special
workloads, work down backlogs of disability claims, hearings and appeals, other operationa workloads, and
improve productivity and fiscal stewardship. A primary purpose of the FY 2007 Performance and Accountability
Report (PAR) is to document the Agency’ s accomplishments for the performance measures specified in the Annual
Performance Plan for FY 2007.

The Government Performance and Results Act (GPRA) requires all Federal agenciesto create performance
indicators and goals. Of the Agency’s 38 GPRA performance measures, 16 have been designated as key
performance indicators (KPIs). These 16 indicators, charted on the following pages, were sel ected because they
characterize the Agency’ s efforts to address the measurable challenges it faces. A chart of all 38 performance
measures and goals can be found in the Performance Section on page 49.
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MANAGEMENT’ SDISCUSSION AND ANALYSIS

The following performance tables group the FY 2007 KPIs according to the strategic goal they support. The Goal
Achieved? column displays either an up (4 ) arrow if the goal was achieved or adown ( ¥ ) arrow if the goal was
not achieved.

Strategic Goal 1: To deliver high quality, citizen-centered service

_ FY 2007 Goal See’
Key Performance Indicator FY 2007 Goal Actual Achieved? | Page #

Percent of initial disability claims

1.1a | receipts processed up to the budgeted 100%2 100%3 1t 54
level
Maintain the number of initial
disability claims pending in the

1.1b Disability Determination Services (at or 577,000 555,317 t 55
below the FY 2007 goal)

1.1c | Number of SSA hearings processed 555,000* 547,951 4 55
Maintain the number of SSA hearings 4

1.1d pending (at or below the FY 2007 goal) 738,000 746,744 ¥ 56
Average processing time for initial 3 4

1l.1le disability claims 88 days 83° days 57

1.1f ﬁvergge processing time for SSA 524 days 512 days 4 58

earings

Maximize public use of electronic

1.3d services to conduct business with SSA 2,946,800 2,869,829 ¥ 66
Increase the percent of employee

1.3e | reports (W-2 forms) filed electronically 80% 81%° 1t 67
and processed to completion
Percent of individuals who do business

1.3f | with SSA rating the overall service as 83% 81% \ 4 68
“excellent,” “very good,” or *“good”

SSA is committed to providing superior service to the American public despite increased workloads and reduced
resources. The Agency continues to face significant challenges in attempting to provide the level of service that
disability benefits claimants deserve due to the complexity of and growth in claims for those benefits. The Agency
continues to make significant progress in implementing new processes to enhance its ability to make accurate,
consistent, and timely disability decisions. One indication of the progress being made is that the Agency has met
performance goals for initial disability claims processed, pending and average processing time. In thelast half of
FY 2007, the Agency implemented a plan to eliminate the hearings backlog by FY 2013. While SSA met the goal
for average processing time for hearings, the goals for hearings processed and pending have suffered. The initial
focus of the hearings backlog elimination has been the oldest cases, which are paper claims that take more timeto
review. Asthe paper claims continue to be completed and electronic claims become standard, SSA expects to meet
the hearing processed and pending goals in the future. With better systems and processes, SSA expects to improve
disability claims service and the Agency’ s overall service rating.

1 More detailed information can be found in the Performance Section on the pages cited in the chart above.

2 The budgeted level for FY 2007 was 2,530,000.

3 The actual number is rounded to the nearest whole number using the standard rounding convention of rounding up numbers
that are .5 or higher and rounding down those .4 or less.

* Final FY 2007 appropriations decisions for the Agency restored sufficient resources to the Agency's FY 2007 budget to allow
processing of 14,000 additional SSA hearings. The appropriations change required an adjustment to the projected workloads
for FY 2007 compared to those shown in the FY 2007 column of the FY 2008 President's Budget and the Congressional
Justification for the Agency's budget. This number has been modified to reflect this action.
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Strategic Goal 2: To protect the integrity of Social Security programs through superior

stewardship

FY 2007 Goal See

Key Performance Indicator FY 2007 Goal Actual Achieved? | page #

Number of Supplemental Security
2.1a | Income (SSI) non-disability 1,026,000 1,038,948 1t 70
redeterminations processed

Number of periodic Continuing

Disability Reviews (CDRs) processed to

2.1b determine continuing entitlement 729,000 764,852 1t 71
based on disability
Percent of SSN receipts processed up 2 3

2.2b to the budgeted level 96% 97k t 8
Disability Determination Services (DDS) 3

2.4b case production per workyear (PPWY) 252 249 ¥ 80

Achieved a

Achieve a status

Get to *“green” on the President’s P »” status score of
2.4f | Management Agenda (PMA) initiatives score Of. green=on “green’ on 4 84
five of five PMA .
status scores four of five

intiatives PMA initiatives

SSA continues to help ensure the integrity of the disability program by conducting CDRs and SSI redeterminations.
Processing these two important workloads equal a program savings of approximately $10 to $1 for CDRs and $7 to
$1 for SSI redeterminations. SSA’s attempts to safeguard the process of assigning and issuing SSNs, have
contributed to significant improvements in the enumeration and verification processes. Social Security Card Centers
are one example of using a highly-trained staff to process this specialized workload. DDS PPWY continuesto
suffer due to overall Agency resource constraints and reduced staffing levels which are complicated by the DDSs
experiencing aretirement wave similar to that of SSA. At the end of FY 2007, DDS staffing levels were between
1,000 and 1,200 employees below the FY 2005 staffing level and is expected to continue decreasing in FY 2008.
Although SSA did not achieve “green” status in the Expanded Electronic Government portion of the PMA
scorecard, the Agency continues to enhance its use of electronic technologies. For example, SSA is planning several
enhancements to the existing Internet Social Security Benefits Application, which allows the public to apply for
retirement, disability, or spousal benefits online. The Agency is also working to add fraud indicators to eV erify,
which provides an automated link to Federal databases to help employers determine the employment eligibility of
new hires and the validity of their Social Security numbers. Although SSA isworking more efficiently, higher
productivity and improved processes are not enough to keep up with increasing workloads and eliminate backlogs.

Strategic Goal 3: To achieve sustainable solvency and ensure Social Security programs

meet the needs of current and future generations

. FY 2007 Goal Seet
Key Performance Indicator FY 2007 Goal Actual Achieved? | Page #
Provide support to the Administration Conduct analysis for the
and Congress in developing legislative Administration and
3.1a | proposals and implementing reforms to | Congress on key issues Completed 1+ 85
achieve sustainable solvency for Social | related to implementing
Security Social Security reforms

1 More detailed information can be found in the Performance Section on the pages cited in the chart above.

2 The budgeted level for FY 2007 was 18,000,000. The goa of 96% of the budgeted level was 17,280,000.

3 The actual number is rounded to the nearest whole number using the standard rounding convention of rounding up numbers
that are .5 or higher and rounding down those .4 or less.

SSA FY 2007 PERFORMANCE AND ACCOUNTABILITY REPORT | 15 |



MANAGEMENT’ SDISCUSSION AND ANALYSIS

SSA provided analytical and data support to the Administration and Congress on legislative proposals to address
Social Security reform issues related to the solvency of the Trust Funds. In addition, SSA continues to communicate
with the public at forums about SSA programs and financing facts, promote information and services available on
the Internet website, and issue annual Social Security Satements.

Strategic Goal 4: To strategically manage and align staff to support the mission of the Agency

FY 2007 Goal Seel

Key Performance Indicator FY 2007 Goal .
Y Actual Achieved? Page #

Identify skill and
competency gaps and
develop an

Minimize skill and knowledge gaps in implementation plan
mission-critical positions for addressing gaps in
mission critical
occupations - Actuaries
and Economists

4.1a Completed 1t 87

SSA continues to be committed to outstanding service and continuous improvement. At the heart of that
commitment is a staff of highly committed, capable, and creative employees who provide a high level of serviceto
the American people. Workloads are expected to grow significantly while the Agency faces aretirement wave.
With thisin mind, SSA has developed human capital strategies to help the Agency maintain aworkforce armed with
the knowledge, skills, and abilities necessary to safeguard operations and ensure that the Agency provides quality
service to the public.

Electronic versions of the documents discussed can be viewed at the following I nternet addresses:

e SSA’sSrategic Plan FY 2006 — FY 2011 can be found at: http://www.social security.gov/strategicplan.html.

e SSA’sFY 2008 Annual Performance Plan/Revised Final FY 2007 Annual Performance Plan can be found at:
http://www.social security.gov/performance/.

e For apaper copy of either SSA’s Strategic Plan or Annual Performance Plan, write to:

Social Security Administration
Office of Strategic Management
4215 West High Rise
6401 Security Boulevard
Baltimore, MD 21235

DATA QUALITY

Social Security is committed to providing clear, reliable data for managerial decision-making and oversight. The
Agency strivesto ensure that its data is quantifiable and verifiable. SSA management has put internal controlsin
place to provide reasonable assurance that these objectives are met. These controls include ongoing data quality
reviews aswell asreviews at all levels of management, audit trails, restricted access to sensitive data, and separation
of job responsihilities. SSA’s controls provide assurances that datain this Report contain no material inadequacies
and support the Commissioner’s Federal Managers Financial Integrity Act Assurance Statement.

1 More detailed information can be found in the Performance Section on the pages cited in the chart above.
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SOCIAL SECURITY DATA INTEGRITY SYSTEMS AND CONTROLS

Data for quantifiable performance measures are generated by automated management information and workload
measurement systems. The data for several accuracy and public satisfaction measures come from surveys and
workload samples designed to achieve confidence levels of 95 percent or more. The Agency performs stewardship
reviews on the quality of Old-Age, Survivors and Disability Insurance (OASDI) and Supplemental Security Income
(SSl) programs. The reviews are the primary measure of quality for Agency performance and provide an overall
accuracy measurement of paymentsto all Social Security beneficiaries. Each review is based on sample selections
from Social Security records consisting of beneficiaries currently receiving monthly benefits. For each sampled
claim, Social Security interviews the recipient or authorized representative, makes other contacts as needed, and
redevel ops all non-medical factors of eigibility.

SSA uses an evaluation process to provide quality feedback on recently processed OASDI and SSI claimsin
addition to SSI redeterminations (areview of arecipient’ s/couple’ s non-medical eligibility factors to determine
whether the recipient/coupleis still eligible for and receiving the correct SSI payment). The process, known as
Transaction Accuracy Reviews, focuses on Field Office and Program Service Center quality. It relieson claims
processing procedures defined in the Agency’ s Program Operations Manual Systeminstructions. The review
samples atotal of about 17,000 claims annually - 8,500 for each of the OASDI and SSI programs. Results from
these reviews are extrapolated to produce national and regional data on the quality of approximately 5 million
OASDI claims, aswell as 4.2 million SSI claims, redeterminations, and other actions. In addition, Regional Office
staff conducts field assistance visits to identify areas where work process improvements can be made. An annual
report and a mid-year updated report are produced.

ROLE OF SOCIAL SECURITY’'S OEFICE OF THE INSPECTOR GENERAL (OIG)

The Office of Inspector General (OIG) has akey role in auditing performance measure data systems to determine
the validity and reliability of performance, budgeting, and financial data. The OIG contracts with
PricewaterhouseCoopers to perform the Government Performance and Results Act (GPRA) audits. The objectives
of the audit are to:

e Assessand test SSA’sinternal controls over the development and reporting of performance data for selected
annual performance indicators;

e Assessand test the application controls related to the performance indicators;

o Assesstheoverall reliability of the performance indicators computer processed data;
e Test the accuracy of results presented and disclosed in the PAR;

e Assessthe meaningfulness of the performance indicators; and

e Report the results of the testing to the OIG and SSA Management.

In FY 2007, OIG issued seven audits that initiated areview of 14 GPRA performance measures. Three of these
audits were based on work completed in FY 2007. These audits, also known as historical audits, addressed five
performance measures. The other four audits are based on data as it became available during FY 2007. Thesereal-
time audits address nine performance measures. The results of these four audits will not be available until early in
calendar year 2008 and will be reported in the FY 2008 PAR. SSA has already implemented or agreed to implement
amajority of the audit recommendations in response to the audit observations made by the OIG.

The following issues from the three released FY 2007 historical audits were identified:

e Four of the performance measures datawerereliable.

e  One of the performance measures data was unreliable because SSA programmers had direct access rights to the
performance measure data. It should be noted that SSA management has since removed al programmers
direct access. Furthermore, the auditors were able to re-caculate the data for this measure and found no errors.
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e  One performance measure did not have complete documentation of its policies and procedures. Thisissue has
been resolved and the action was noted in the final audit report.

e One performance measure did not clearly support a Strategic Objective. Thisissue has been resolved within
this FY 2007 PAR by expanding the performance measure discussion.

In FY 2007, OIG also completed the real-time audits of nine FY 2006 PAR performance measures. The following
issuesrelating to the reliability of the computerized data were identified:

e Fiveof the performance measures’ datawerereliable.

e Three of the performance measures data were unreliable because SSA programmers had direct access rights to
the performance measure data. 1t should be noted that SSA management has since removed all programmers
direct access. The auditors found no errors during the data recal culation of these measures.

e  One of the performance measures data was unreliable because the User Identification and password settings for
aprogram were inadequate. Thisissue will not be resolved because the system used to maintain the data will be
replaced in 2008. The new system will contain the necessary User |dentification and password settings. The
auditor’s found no errors during the data re-cal culation of this measure. This information is noted in the audit
report.

Refer to the Inspector General’s Statement on SSA's Major Management Challenges, Internal Control Environment
and Performance Measures section, beginning on page 172, for more information about how the GPRA audits were
performed.

AUDIT OF SSA’S FY 2007 FINANCIAL STATEMENTS

In accordance with the Chief Financial Officer’s Act of 1990, SSA’sfinancial statements were independently
audited by PricewaterhouseCoopers. The objective of this audit was to determine whether the financial statements
fairly presented the financial position of the Agency. The audit included an examination of the data supporting the
amounts and disclosuresin SSA’sfinancia statements. The PricewaterhouseCoopers audit report can be found in
the Financial Section of this FY 2007 PAR.
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AGENCY CHALLENGES

MAJOR MANAGEMENT CHALLENGES

The Government Accountability Office (GAO) and Socia Security’s Office of the Inspector General (OIG) have
identified severa areas where the Agency can improve its operations. The tables below list the major challenges
facing the Agency, the corresponding actions taken in response to these challenges, and actions planned for the
future.

The major management challenges for FY 2007 included 11 items:

l. Social Security Number Protection (OIG)
I1.  Management of the Disability Process (OIG)
1. Improvethe Disability Determination Service Process and Return to Work (GAO)
V. Disability Insurance - High Risk (GAO)
V.  Supplemental Security Income (GAO)
V1.  Improper Payments and Recovery of Overpayments (OIG)
VII. Service Delivery and Electronic Government (OIG & GAO)
VIII. Internal Control Environment and Performance Measures (OIG)
IX.  Systems Security and Critical Infrastructure Protection (OIG)
X.  Information Security (GAO)
Xl.  Human Capital (GAO)

I. Social Security Number Protection (OIG)

The process of assigning and issuing Social Security Numbers (SSN), known as enumeration, is a core Agency
function. The Social Security card provides awritten record of the number that has been assigned to an
individual so that employers can accurately report aworker’s earnings. Although SSA’s purpose for assigning
anumber and issuing a card has not changed, the SSN has become a convenient means of identification for both
the Government and the private sector. This usage has made the SSN vulnerable to acts of identity theft and
fraud.

As stewards of the Social Security program, one of SSA’s Strategic Objectivesisto strengthen the integrity of
the enumeration process. The Agency has taken many steps to increase its capacity to prevent SSN misuse
including implementation of new policy initiatives under the Intelligence Reform and Terrorism Prevention Act
of 2004 (IRTPA), PL.108-458. IRTPA requires that SSA limit the issuance of multiple replacement SSN cards,
establish minimum standards for verifying documents submitted for an original or replacement SSN card, verify
any hirth record submitted by a U.S. born individual for original cards, and coordinate with the Department of
Homeland Security and other agencies to further improve the security of Social Security cards and numbers.

Current and Future Actions

Enumeration at Birth

Enumeration at Birth (EAB) offers parents an opportunity to request an SSN for their newborn during the birth
registration process. The processis quick, easy, and convenient.

In accordance with recent SSA OIG and GAO audit recommendations, as well as Section 7213(c) of IRTPA,
SSA modified the EAB systems process to prevent the assignment of multiple SSNsto the same child and to
restrict the assignment of SSN's to unnamed children. These system enhancements have improved the EAB
process and reduced opportunities for fraud.
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Numident Updates

In March 2007, two new fraud indicators were implemented for internal use by SSA. These indicators identify
cases where: (1) SSA’s OIG investigated and established that an original SSN was assigned based on fraudulent
documents or no documents at al, and (2) SSN card number holders requested a new SSN because their
original SSN was misused with criminal or harmful intent and, as a result, they have been subjected to recent
economic or personal hardship. This fraud indicator is assigned to the original SSN when anew SSN is
created. Refer to eVerify, below, for more information about fraud indicators and SSN verification programs.

Modernized Enumeration System

In FY 2007, the Agency began to redesign the Modernized Enumeration System to protect the integrity of the
SSN by further improving the enumeration process. The SS-5 Assistant application is a software program that
interfaces with the Modernized Enumeration System and assists Field Office personnel in gathering and
recording required SSN application information. The SS-5 Assistant was developed to ensure compliance with
SSA’s comprehensive enumeration policies and procedures. The application confirms that the necessary
evidence and documents (verifications) are received for non-citizen applications prior to processing Social
Security card applications.

In FY 2007, SSA implemented software that allows SS-5 Assistant users to access the Department of Homeland
Security’ s web-based Systematic Alien Verification for Entitlements application that allows for the automatic
processing of these verifications and eliminates the need to send a paper document verification request in most
situations. New software will combine the current Modernized Enumeration System and SS-5 Assistant
programs into a single application and will be available for employee usein FY 2008.

Social Security Number Verification Service

In 2005, the Agency implemented an Internet-based tool, the Social Security Number Verification Service, that
allows employersto instantly verify up to ten names and SSNs. In addition, employers can upload overnight
files of up to 250,000 names and SSNs and usually receive a response by the next businessday. Thisoption
allows employersto verify an entire payroll database or alarge number of newly-hired workers for wage
reporting (Form W-2) purposes. If information does not match, the Agency will send notices to employers
requesting the corrected information be forwarded to the Agency within 60 days. If the employer cannot
resolve the error, then the employer should advise the employee to contact their local Socia Security office.

eVerify

The eVerify program, formerly known as Basic Pilot, is conducted jointly by SSA and the Department of
Homeland Security. eVerify enables employers who participate voluntarily to electronicaly verify the
employment eligibility for newly-hired employees. Asof mid FY 2007, there were more than 19,000
employers participating in eVerify at more than 81,000 sites. Participation is growing by more than 1,000
employers every month.

Thisyear, SSA continued to modify the information shared with employers. Under IRTPA, SSA isrequired to
add both death and fraud indicators to the SSN verification systems for employers, State agenciesissuing
drivers licenses and identity cards, and other verification routines as determined appropriate by the
Commissioner of Social Security. SSA previously added death indicators to those verification routines used by
employers and State agencies and is working to add fraud indicators by December 2007.

Social Security Card Enhancements

In April 2007, SSA made several improvements to the Social Security card. The card issuance dateis now
printed on the card. It also contains instructions that state the card should not be signed until the card carrier is
age 18 or beginsto work, whichever is earlier. Finally, language on the back of the card about identity theft
and misuse has been enhanced to include the Federal Trade Commission’s phone number and website, as well
as SSA’s fraud hotline number.

As of October 2007, the number holder’s last name and any suffix, such as Jr., will be printed on a second line
on the card. Employers have been requesting this change for a number of years to resolve verification issues.
In addition, the new card has enhanced security features, such as symbols on both sides of the card and the
fading of color on the card.
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Il. Management of the Disability Process (OIG)

SSA must continue to improve critical parts of the disability process such as making timely disability decisions
and safeguarding the integrity of its disability programs. To achieve those goals, SSA has implemented a
number of initiatives including: (1) an electronic disability processing system aimed at eliminating delays
caused by the handling of paper claim files; (2) a comprehensive process improvement initiative aimed at
making decisions earlier in the claims process; and (3) a comprehensive fraud and abuse investigation program.

Current and Future Actions

Electronic Disability Folders

The electronic folder helps reduce processing delays caused by organizing, mailing, locating, and reconstructing
paper folders. The Independence Day Assessment (IDA) certification process was designed to verify a
component’ s readiness to accept electronic folders and operate in afully electronic environment.

Asof January 4, 2007, all Disability Determination Services sites, the Division of Disability Hearings Quality,
and the Division of Disability Quality Operations were IDA-certified. 1n addition, as of May 31, 2007, al of
the Office of Disability Adjudication and Review’'s (ODAR) states/territories with Hearing Offices, Program
Service Centers, the Office of Disability Operations, and four Disability Processing Branches have been IDA-
certified. The Agency expects the remaining three Disability Processing Branches, including the Flexible
Disability Unit, to be IDA-certified by December 2007. SSA also expectsto expand the electronic disability
process to the Office of International Operations by early 2008.

Continuing Disability Review Diary Model

SSA helps ensure the integrity of the disability program by conducting continuing disability reviews (CDR) to
determine whether beneficiaries continue to be eligible for benefits based on their medical conditions. SSA has
developed the CDR mailer/statistical scoring model process that screens cases and identifies those in which a
full medical review is not cost-effective.

Beginning in FY 2007, an additional statistical scoring model was devel oped to more accurately assign medical
re-examination diary types and corresponding medical re-examination dates to indicate when aCDR is
necessary. Implementation of the Diary Model will save SSA millions of dollars by assigning medical diaries
to cases where medical improvement is most likely. The Diary Model was fully implemented in FY 2007 as
part of the National Disability Determination Service System.

Cooperative Disability Investigations Program

SSA’s Cooperative Disability Investigations program continues to be one of the Agency’s most successful anti-
fraud initiatives. Cooperative Disability Investigations are ajoint effort of the OIG, SSA, State DDS, and State
and local law enforcement personnel. SSA’s 19 Cooperative Disability Investigations unitsin 17 States
investigate issues of fraud and abuse related to initial and continuing disability claims. The Cooperative
Disability Investigations program yielded almost $92 million in SSA program savings during FY 2007.

Fugitive Felon Program

The Fugitive Felon Program helps to safeguard the integrity of SSA’s disability programs by identifying
fugitive felons and parole and probation violators via computer data matches between SSA’s beneficiary rolls
and Federal and State warrant databases. The impact of this program reaches beyond Social Security to local
communities nationwide. OIG aidslocal law enforcement agenciesin locating fugitive felons by providing the
address and bank information of the wanted individual on SSA records. SSA is prohibited from paying Social
Security to fugitive felons. In addition, fugitive felons are barred from serving as representative payees. A
representative payee is the person, agency, organization, or institution selected to receive and manage benefits
on behalf of an incapable beneficiary; thisincludes, for example, a parent who is receiving benefits on behalf of
his/her minor child.
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lll. Improve the Disability Determination Service Process and Return to Work (GAO)

Modernizing Federal Disability Programs has been on the GAO’s high-risk list since 2003. The reasons given
by the GAO include lengthy processing times, outmoded concepts of disability, and inconsistencies in disability
decisions across adjudicative levels and locations. SSA needs to continue to improve critical parts of the
disability process, such as making disability decisions and improving the timeliness and quality of the Agency’s
disability adjudication processes. Disability criteria must be updated to reflect the current state of science,
medicine, technology, and labor market conditions.

SSA isin the process of moving from a“ disabled for life” approach to one that helpsindividuals with
disahilities return to work. An emphasis towards enhancing the productive capabilities of beneficiaries would
result in afundamental shift in the Agency’sfocus.

Current and Future Actions
Quick Disability Determination Process

The Quick Disability Determination (QDD) process accel erates claims where there is a high potential that the
claimant is disabled and where evidence of the claimant’s alleged disabling condition(s) is readily available.
Since August 2006, SSA has successfully used this processin the six States within the Boston region
(Connecticut, Massachusetts, Maine, New Hampshire, Rhode Island, and Vermont) with the result that 96
percent of closed QDD cases were processed as allowances and 94 percent had decision times of 20 days or
less. The national QDD rollout began on October 9, 2007 with Arizona, New Jersey, and North Dakota.

During the month of October, the Agency will rollout atotal of 18 States (38 percent). Therewill be 17
additional Statesrolling out in November (36 percent) and seven States (15 percent) in December. SSA expects
89 percent of all States and U.S. Territories to be rolled out by the end of December 2007.

Return to Work Initiative

SSA seeks to address the multiple barriers faced by beneficiaries who wish to return to work through immediate
and demonstration projects. The immediate projects include regulatory initiatives and other actions SSA has
begun or will begin in the short term. The demonstration projects are longer term activities that address barriers
to working or returning to work. SSA’sresearch and demonstration projects include:

e The Accelerated Benefits Demonstration, which will provide immediate health benefits and employment
supports to newly entitled Disability Insurance (D) beneficiaries who have no medical insurance.
Recruitment for this project began in October 2007 and afinal report is expected in 2011.

o The Benefit Offset project, which will test whether providing supports and services to disability applicants,
will result in improved employment, earnings, and other outcomes for people with disabilities. As of
December 2006, four pilot States had recruited approximately 900 beneficiaries into the treatment groups.

e TheNational Benefit Offset Demonstration, which will allow beneficiaries to face a gradual reductionin
their benefits, eliminating the abrupt loss of benefits from the DI program when a beneficiary works and
has earnings over a specific amount. This project is currently under design.

e The Mental Health Treatment Study, which will provide mental health disorder treatments and employment
supports that are not covered by other insurance. The purpose of this study will be to determine the impact
these services have on outcomes, such as medical recovery, employment, and benefit receipt for certain DI
beneficiaries. Recruitment for this project began in October 2006 and afinal evaluation is expected in
2010.

e The Youth Transition Demonstration projects are designed to enable youth with disabilities to maximize
their self-sufficiency. Multiple government agencies, school systems, private-sector providers, and
employers will be brought together to create enhanced transition programs, better services, and service
delivery systems. These activities may lead to reductions in Federal and State expenditures for
Supplemental Security Income, Medicaid and other public benefits; increases in public revenues; and a
better quality of life for persons with disahilities.

Regulatory changes include finalizing the changes to the Ticket to Work program proposed in the September
2005 Ticket to Work Notice of Proposed Rule Making. The Agency expects to publish these final rulesin early
2008.
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Medical Impairment Listings

SSA remains committed to updating the medical listings to take into account advances in medical care and
treatment. Within the past 12 months, SSA has published afinal regulation covering visual impairments and
the Agency isin thefinal stages of publishing final regulations for the digestive system and the immune system.
In addition, SSA anticipates publishing a Notice of Proposed Rule Making this year for mental impairments,
malignant neoplastic diseases, and respiratory disorders.

IV. Disability Insurance - High Risk (GAO)

The GAO added modernizing Federal disability programs, including SSA’s Disability Insurance (DI) program,
toits high-risk list in January 2003 due, in part, to lengthy processing times. SSA continues to improve the

DI program with electronic services intended to decrease processing time and medical reviewsto determine
continued eligibility.

With the Socia Security DI program, SSA serves a diverse population of individuals with disabilities.
Beneficiaries represent various age groups and have different impairments, levels of education, work
experiences, and capacities for working. Once SSA establishes eligibility for disability benefits, the Agency
turnsiits efforts toward ensuring that an individual continues receiving benefits only aslong as SSA’s digibility
criteria are met.

Current and Future Actions
Improving Hearing Office Procedures and Reducing Hearing Office Backlogs

In addition to the initiatives listed under I1. Management of the Disability Process, the Agency has begun
efforts to address the backlog of aged disability cases.

SSA plansto: (1) streamline the file assembly process and have additional staff available to prepare casesin
order to schedule the hearing dockets of current Administrative Law Judges (AL Js) to capacity; (2) improve the
productivity of current ALJs; (3) remand cases to the Disability Determination Service offices to issue fully
favorable determinations or update the claims file; (4) appoint additional Senior attorneys and AL Js from other
agencies to cover the most backlogged offices; (5) implement a medical expert screening process; (6) hire more
AL Jsto reach the 1250 level by FY 2008; and (7) open a National Hearing Center to handle electronic files and
conduct video hearings.

Findings Integrated Template

The Findings Integrated Template is an electronic program that the Administrative Law Judges (ALJ) usesas a
decision-tool for cases. The Findings Integrated Template was devel oped to improve the quality of ALJ
decisions by providing a template to follow throughout the decision-writing process. The Findings Integrated
Template gives aguide for drafting decisions that follow the related statutory and regulatory requirements and
was originally piloted in 40 hearing offices. The template was modified and improved based on feedback from
these pilot offices and was released to all hearing offices in January 2006. Approximately 80 percent of ALJs
are using thistemplate. Judges are reporting that the decision drafts are of higher quality and, because of the
format, they are able to review the drafts more quickly and spend less time editing.

Continuing Disability Reviews (Medical)

SSA helps ensure the integrity of the disability program by conducting Continuing Disability Reviews (CDR) to
determine whether beneficiaries continue to be entitled to benefits based on their medical conditions. SSA
began processing CDRs using electronic folders in June 2007. Not only will the electronic records ensure that
SSA has medical information available for future CDRs, SSA will also begin to collect data that can be used to
target reviews of those cases with the greatest likelihood of medical improvement. Processing CDRsisaso
cost-effective; SSA saves $10 in program benefits for every $1 spent conducting these reviews.
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V. Supplemental Security Income (GAO)

In 1997, GAO designated the Supplemental Security Income (SSI) program as “high risk.” At that time, GAO
indicated that SSA lacked an effective plan to address overpayments. Since that time, SSA has taken a number
of stepsto improve oversight of the SSI program resulting in the removal of the SSI program from GAO's “high
risk” list in 2003. SSA continues to sponsor initiatives to reduce improper payments in the SSI program.

Current and Future Actions

Redeterminations

The most powerful tool the Agency has to detect and prevent overpayments is the SSI redetermination process.
Required by law, an SSI redetermination is a periodic review of non-medical factors of SSI eligibility. In

FY 2007, SSA completed 1,038,948 redeterminations. The estimated benefits from the FY 2006
redeterminations totaled $969 million in overpayment benefits (estimated recoveries of retroactive
overpayments plus prevention of future overpaid monthly payments) and $803 million in underpayment
benefits. SSA saves $7 in program benefits for every $1 spent conducting these redeterminations.

SSI Automated Telephone-based Monthly Wage Reporting

SSA piloted an automated telephone-based monthly wage reporting method for workers at risk for wage-related
overpayments. SSA continues to devel op enhancements designed to improve the process so that it can support
more callers and eventually provide fully automated national SSI wage reporting.

VI. Improper Payments and Recovery of Overpayments (OIG)

The President and Congress have expressed strong interest in improving the measurement and reduction of
improper payments. The President’s Management Agenda (PMA) incorporates a separate agenda item for
Eliminating Improper Payments. Under the Improper Payments |nformation Act of 2002 (Pub. L. No. 107,
300), SSA must estimate its annual amount of improper payments and report this information in the Agency's
annual Performance and Accountability Report (PAR). Additionally, Federa agencies, such as SSA, should
take all necessary steps to ensure the accuracy and integrity of Federal payments.

SSA isresponsible for an estimated $600 billion in annua benefit payments. The stewardship of these dollars
is one of the Agency’s primary goals. SSA’s extensive efforts regarding the elimination of improper payments
are highlighted quarterly in the PMA and annually in the PAR.

Current and Future Actions

Access to Financial Information Project

The Access to Financial Information project automates access to financial institution data. Through the use of
Access to Financial Information, SSA expects to eliminate a substantial number of improper SSI payments
made to applicants or recipients that have alevel of resources that would make them ineligible for SSI benefits.

In FY 2007, the Agency conducted a successful test of aweb-based system designed to electronically request
account information from financial institutions. SSA aso performed a more extensive evaluation study of the
systemin the New Y ork and New Jersey Field Offices.

The Agency will expand the use of Accessto Financia Information to Field Offices in the State of California
Concurrent with this expansion, the Agency is examining integration of this system with the Modernized
Supplemental Security Initial Claims System and is developing a proposal for a national expansion of the
system.

eWork

eWork is a comprehensive application that assists Agency staff in processing work reports and continuing
disability reviews for disabled beneficiaries. The system implementation was completed in March 2007.
eWork allows for improved coordination between Field Offices, enabling earnings information to be recorded
at the point-of-contact and reducing overpayments.
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eVital/Electronic Death Registration

SSA uses death information primarily to prevent the payment of benefits to deceased beneficiaries.
eVital/Electronic Death Registration (EDR) is an eGov initiative which assists States in automating their death
registration processes. EDR allows the States to verify the decedents Social Security Number onlinein a
real-time environment. EDR allows SSA to receive a verified State death report within five days of death and
within 24 hours of the death report’sreceipt in the State. SSA continues to monitor the progress of the States
under contract and provides technical assistance to additional States that are building their vital records systems
without SSA contract support. States also have access to several SSA-funded tools they can use to decrease the
cost of implementing an EDR system, including Online Verification Software, National Model EDR
Requirements Document, and Standards and Guidelines. To date, SSA hasimplemented EDR in 16 States,
New York City, and the District of Columbia. The Agency anticipates 14 additional States will be implemented
in FY 2008.

Provisions of the Intelligence Reform and Terrorism Prevention Act transfer the funding authority for EDR to
the Department of Health and Human Services (HHS). SSA continues to work closely with the Office of
Management and Budget and HHS on the transition of eVital to HHS.

Fugitive Felon Program

Refer to 1. Management of the Disability Process

Continuing Disability Reviews Medical

Refer to V. Disability Insurance

SSI Redeterminations

Refer to V. Supplemental Security Income

Piloting an Automated Telephone-based Monthly Wage-Reporting
Refer to V. Supplemental Security Income

VIl. Service Delivery and Electronic Government (OIG & GAO)

One of SSA’s strategic goalsisto deliver high-quality “citizen-centered” service. Thisgoa encompasses
traditional and electronic services (eGov) to applicants for benefits, beneficiaries, and the public. It includes
services to and from States, other agencies, third parties, employers, and other organizations, including financial
institutions and medical providers. eGov has changed the way Government operates and the way citizens relate
to Government. Within the next five years, SSA expects to provide cost-effective eGov services to citizens,
businesses, and other Government agencies allowing them to easily and securely conduct most of their business
with SSA electronically.

Current and Future Actions

Electronic Wage Reporting Web Service

SSA has made significant improvements in the earnings process and service to employers. As of September
2007, 81.2 percent of tax year 2006 employee W-2s were filed electronically. SSA will continue piloting an
Electronic Wage Reporting Web Service that will not only allow employers and third parties to submit wage
reports more quickly, but also allow them to check the status of their submissions.

In FY 2006, SSA began designing software that will allow payroll software companies to modify their
programs to electronically submit wage reportsto SSA. This software will continue to be piloted in FY 2008.
For tax year 2007, SSA’s goal isto receive 81 percent of all W-2s electronically. Refer to page 67 under
performance measure 1.3e for more discussion about the FY 2007 goal.
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Business Services Online

Business Services Online is a suite of applications enabling organizations and authorized individuals to conduct
business with and submit confidential information to SSA. Using Business Services Online, employers can
submit wage reports and verify an employee’s Social Security Number online. Business entities that have
representatives who receive direct payment may provide SSA with the required taxpayer identification
information online. Another application, Electronic Records Express, is an initiative to offer electronic options
for submitting health and school records related to disability claims. Finally, eData Servicesis a secure website
that allows other agencies to communicate sensitive information to SSA.

Internet Social Security Benefits Application

The Internet Social Security Benefits Application (ISBA) allows the public to apply for retirement, disability, or
spousal benefits online. Census data shows that 80 million baby boomers (the generation born between 1946
and 1964) will become eligible to retire starting in January 2008. At the same time, public demand for services
available viathe Internet hasincreased. The American Customer Satisfaction Index results show the public
wants the option to apply for benefits through a single, easy-to-use, secure Internet application. 1SBA
retirement usage volumes increased by 11 percent in FY 2007.

To help meet the growing demand for servicein FY 2008, SSA is planning several enhancementsto the ISBA
application. These planned enhancements include usability improvements, additional automated customer
support, and the ability for third parties to begin the filing process and protect claimants' filing dates. SSA will
also remove two questions that exclude users from completing an online application for benefits, thereby
increasing the number of successful claims submitted online. For individuals filing for disability benefits, an
enhancement to ISBA will alow information to flow seamlessly into the documentation that is required for al
disability applications. In addition, SSA will eventualy expand ISBA claims types to include Medicare-only
claims.

W-2C Online

SSA uses W-2C Online, which provides employers with the ability to electronically report correctionsto W-2
forms, as well as W-2 News, which notifies electronic filers viae-mail of any changes to the employer services
provided.

Use of Video Technology

SSA uses video technology to take claims and provide other services in three western States - North Dakota,
Wyoming, and South Dakota. This service isin addition to the video hearings offered by the Office of
Disability Adjudication and Review (ODAR). SSA has entered into ajoint venture with the University of
North Dakota, the General Services Administration, local Government, and tribal leaders to establish video
networks. Many people live in remote areas of the United States and have restricted access to SSA Field
Offices. The video sites offer many of the services provided in aField Office. Through video technology, SSA
is better able to serve the public.

The Agency plans to expand the video network to provide additional sites and services. Locationsin Montana
are being considered, as well as establishing links between claimants and the State Disability Determination
Services. The number of claims taken has increased significantly in areas offering video conferencing.

ODAR also uses video equipment to conduct hearings on appealed claims, thereby reducing the need for judges
to travel and increasing the availability of witnessesfor hearings. Since 2004, ODAR has held over 120,000
hearings using video technology. ODAR currently has almost 400 video equipped hearing rooms and is
continuing to expand their video hearing capacity. ODAR will soon open its National Hearing Center, which
will conduct exclusively video hearings using electronic folders. ODAR also plansto expand its efforts to co-
locate with SSA field Officesin order to share video technology and extend its network.

Generations Online

In an effort to better engage the senior population, SSA developed atutorial to assist seniorsin conducting three
simple transactions on http://www.socialsecurity.gov/: changing an address and/or phone number, requesting
direct deposit, and requesting a password.
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Retirement Planner

The Retirement Planner provides detailed information about Social Security retirement benefits under current
law and provides helpful advice to individuals contemplating retirement.

Changes to the Retirement Planner in FY 2007 included:

e Adding alink to acalculator that allows individuals to compute the effect of early or delayed retirement on
their future benefits;

o Rewording the Retirement Planner military service pages to clarify how Socia Security treats military
service and to explain how SSA credits military service from 1957 through 2001; and

¢ Notifying applicants that SSA can contact their State Bureau of Vital Statistics online and verify the
required information at no cost.

Public Insight Process

SSA devel oped and implemented the Public Insight Process which is a systematic approach for better
integrating “the voice of the user” into the design, development, launch, and enhancement of its Internet
products and services. The Public Insight Process will help to: reduce design and development costs; raise the
usefulness and usability of eServices and information; increase usage of SSA’s electronic services; and provide
aframework of ongoing evaluation and continuous improvement. In FY 2007, the Agency applied Public
Insight Process-related activities to five eGov projects.

eService Vision and Mission

To the maximum degree possible, SSA’s eService program must help offset the estimated large and growing
gap between the resources needed and the resources available to handle the projected growth in the volume and
complexity of workloads. The Agency cannot afford to continue with business as usual as baby boomersjoin
therollsin the coming years, and doing so will fail to meet the public’s expectations for up-to-date service
delivery. The Agency’seService Visionis*“A virtual SSA where the public, businesses, and Government
agencies can also conduct all business through secure, electronic channels.” Dueto Congress’ deep budget
cuts, the Agency cannot fully realize the eService vision for many years. The Vision will, however, provide
direction for SSA to guide executive decisions once it is combined with goals and objectives that address all
aspects of quality service.

VIIl. Internal Control Environment and Performance Measures (OIG)

Sound management of public programs includes both effective internal controls and performance measurement.
Internal control includes the plans, methods, and procedures used to meet SSA’s goals and objectives. The
Office of Management and Budget’s (OMB) Circular No. A-123, Management’s Responsibility for Internal
Control, requires the Agency and its managers to take systematic and proactive measures to develop and
implement appropriate, cost-effective internal controls for results-oriented management. SSA management is
responsible for determining, through performance measurement and systematic analysis, whether the Old-Age,
Survivors and Disability Insurance and Supplemental Security Income programs achieve their intended
objectives.

Current and Future Actions

Audit of SSA’s FY 2007 Financial Statements

Financial audits determine whether SSA’sfinancial statementsfairly present, in all material respects, the
financial position of the Agency. SSA’sfinancial statements have received its 14" straight unqualified opinion
with no material auditor reported internal control weaknesses. The audit report can be found in the Financial
Section of this document.
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Office of the Inspector General

The Office of Inspector General (OIG) improves SSA programs and operations and protects them against fraud,
waste, and abuse by conducting independent and objective audits, evaluations, and investigations of the
Agency’s programs. The OIG providestimely, useful, and reliable information and advice to SSA officials,
Congress, and the public. In FY 2007, the OIG completed 105 reviews, began 97 reviews, and supervised the
review of 13 performance indicators.

Due to systems limitations, the Agency cannot maintain an entire fiscal year’'sworth of detail-level datarelated
to several of its performance measures. In addition, SSA believesthat the cost for the additional systems
storage would outweigh the return on investment. In response to the Agency’s systems limitations, OIG agreed
to implement areal-time audit approach. This real-time approach is used to audit Government Performance
and Results Act performance measures that use data from systems that do not have an entire fiscal year's worth
of data. Theresultsfor these six audits will be reported in the FY 2008 Performance and Accountability
Report. Refer to page 18 for the results from the real-time audits of the nine performance measures reported in
FY 2006.

IX. Systems Security and Critical Infrastructure Protection (OIG)

X. Information Security (GAO)

SSA’s information security challenge is to understand and mitigate system vulnerabilities to ensure that its
systems remain secure. Weaknesses in controls over accessto its electronic information, technical security
configuration standards, suitability, and continuity of systems operations have been identified. While many of
these weaknesses have been resolved, SSA needs to monitor these issues diligently to ensure that they do not
recur.

Federal information security has been on GAO'slist of high-risk areas since 1997. With the enactment of the
Federal Information Security Management Act of 2002, Congress continued its work to improve Federal
information security by permanently authorizing and strengthening key information security requirements.
Federal agencies have been issued guidance on appropriate measures to protect sensitive information.

Current and Future Actions

Federal Information Security Management Act of 2002

The Federal Information Security Management Act (FISMA) is an Information Technology (IT) Security
framework for all Federal agencies. Included as Part 111 of the eGov Act of 2002, FISMA requires all Federal
agencies to submit areport to the Office of Management and Budget (OMB) by October 1st of each year. The
report summarizes the results of annual I T security reviews of systems and programs, agency progress on
correcting identified weaknesses, and the results of other work performed during the reporting period using
OMB' s performance measures to assess and report the status of agency IT security programs.

SSA ranked fifth among Federal agencies for the FY 2006 FISMA review with ascore of "A." The scoring
highlights Agency progress and is tabulated by OMB after reviewing all Federal agency FISMA reports. For
the second year in arow, SSA was the only Federal agency to receive an "Excellent" rating for its Certification
and Accreditation process, both of which are mandated by FISMA.

SSA provides mandatory I T security awareness training each year to al Agency employees. Trainingis
conducted via onsite training presentations, component awareness sessions, and is also available on the
Agency’swebsite.

Standardized Security Profile Project

The Standardized Security Profile Project was devel oped to verify SSA employee profile access to ensure “least
privileged” and “need to know” rules are met. The Standardized Security Profile Project places all employee
access to systems and data into standardized profiles and institutes a policy of “least privileged” access.

Profiles are away of grouping access needed by more than one individual. Profiles become standardized when
the access given by the profile has been tested and approved as being the least necessary access needed by
individuals having that profile to do their job.
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Personally Identifiable Information

The collection and maintenance of personally identifiable information (PIl) is essential to Social Security’s
mission and SSA takes its obligation to safeguard that information very seriously. In 1939, Congress enacted
Section 1106 of the Social Security Act requiring that SSA maintain the confidentiaity of PIl. No disclosure
shall be made of any file, record, report, paper, or other information obtained at any time by the Commissioner
of SSA or by any officer or employee of SSA in the course of discharging the duties of the Commissioner
except as provided by SSA regulations or by Federal law.

Social Security’s|T security program includes protection of Pll. Further, the Agency holds each employee
responsible for safeguarding the PII with which they work and on an annual basis, reminds all employees of this
responsibility. In addition to these Agency-level efforts, the components within the Agency proactively re-
enforce the importance of protecting PII.

Common Identification for Federal Employees and Contractors

Homeland Security Presidential Directive 12, dated August 27, 2004, entitled “Policy for a Common

I dentification Standard for Federal Employees and Contractors,” created a Federal standard for secure and
reliable forms of identification for Federal employees and contractors. The new identification standards are
different from the existing SSA identification badges. SSA has already begun issuing the new identification
badges. The Agency expects all employees to have the new badges no later than September 30, 2008.

XI. Human Capital (GAO)

GAO first added strategic human capital management as a Government-wide high-risk areain 2001 because
Federal agencies lacked a strategic approach to human capital management and failed to integrate human
capital efforts with agency mission and program goals. The arearemains high-risk as momentum grows toward
making Government-wide changes to agency pay, classification, and performance management systems.

SSA recognizes the need to manage the Agency’ s human capital efforts in anticipation of these Government-
wide changes. A key function is organizing the Agency’ sintellectual resources and information systems. This
is aso known as knowledge management. SSA continues to create an environment that fosters effective
knowledge management. The Agency’s knowledge management strategies include maintenance of web-based
materials, process documentation, succession planning, mentoring, filling positions before key vacancies occur,
using understudies in targeted critical positions, and strategic placement of rehired annuitants.

Current and Future Actions

Recruitment

Although SSA isworking more efficiently than in the past, higher productivity and improved processes are not
enough. SSA needs to increase the number of Agency employees to keep up with increasing workloads and
eliminate the current disability hearings backlogs.

In September 2006, the number of SSA’s workforce was approximately 63,000. By September of 2007, the
Agency’ s workforce had dropped to approximately 61,600 — the lowest since 1972, before the Supplemental
Security Income program began. The loss of experienced employees and their extensive institutional
knowledge is worsened by overall Agency resource constraints that have limited the ability of the Agency to
hire new employees. Consequently, the Agency’s staffing level is projected to further decrease to
approximately 59,000 employees by September 2008.

SSA’s National Recruitment Strategy is an effective mechanism for hiring talented individuals to the extent that
the budget allowsit to be used. SSA’srecruitment cadre, marketing materials, and unique brand have made
SSA aleader in recruitment initiatives across the Government. SSA’s hiring processis strategically managed to
ensure timely selections and has expanded the use of structured interviewing in order to select the best possible
job candidate.
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Diversity

SSA successfully maintains a high degree of diversity among its employees. Seventy percent of SSA
employees are women. Forty-seven percent of the workforce is amember of aminority group, compared to
31.8 percent in the rest of Government and 27.4 percent in the national civilian labor force. SSA's minority
representation for all groups exceeds their representation in the national civilian labor force. In addition,
Employees with Disabilities had an overall workforce representation in SSA of 7.9 percent compared to a
Federal workforce representation rate of 7.0 percent. SSA ranks second highest among Federal agencies with
500 or more employees in the percentage of individuals with targeted disabilities.

Competency Development and Training

SSA has developed and implemented a process to identify, assess, and address competenciesin its mission-
critical positions. In FY 2007, SSA continued to implement a multi-phase plan to ensure that staff in several
mission-critical positions are proficient in targeted competencies. SSA uses various methods, including
training, recruitment, and hiring, to ensure the workforce has the knowledge, skills, and capabilities necessary.
SSA trains employeesin over 1,500 locations through a combination of traditional training methods, interactive
video training and computer-based training via the Intranet and Internet.

Employee Outreach

SSA employees have electronic access to information about personnel benefits and employee services. In

FY 2007, SSA conducted seminars on pre-retirement planning, financial literacy, and mid-career planning. The
Agency aso successfully implemented several outreach initiatives, such as open season fairs, to help employees
take full advantage of available programs, including health benefits and flexible spending accounts.

Leadership and Succession Planning

SSA’s leadership and succession planning programs continuously transform to meet the Agency’s current and
future workforce needs. In FY 2007, SSA released its Strategic Leadership Succession Plan, a blueprint for
how SSA will maintain an adequate |eadership cadre and talent pool. This plan addresses the Agency’s current
and future leadership needs, strategic goals, and specific strategies towards achieving those goals.

The Agency isinvesting resources in developing leaders who will positively influence organizational
performance and workforce satisfaction. In FY 2007, SSA conducted two national |eadership development
programs that foster leadership competency development through assignments, training, mentoring, and
exposure to key Agency executives. Eighty participants were selected for the Advanced Leadership Program
for GS-13 and GS-14 employees. Thirty-one employees participated in the Senior Executive Service Candidate
Development Program. SSA aso implemented various regional and component-level devel opment programs
and participated in the Office of Personnel Management’s Presidential Management Fellows program and other
interagency development programs.

SSA is making significant gains in enhancing the skills of its new and mid-level managers. The Agency has
arranged five separate introductory leadership courses for over 500 managersthisyear. In an effort to further
strengthen the competencies of Agency managers, SSA continued its new Leadership Symposiums that develop
the knowledge and skills of GS-14 and GS-15 mid-level managers. In FY 2007, approximately 900 mid-level
managers attended symposiums in six Regions.

Leveraging Technology

SSA continues to develop efficient and user-friendly tools to enable employees to accomplish their tasks and
better serve the public. Employees have online access to personnel, payroll, and training data. SSA also uses
video conferencing and automated case processing systems to increase productivity. The workforce has
steadily become more proficient in the use and application of technology resulting in greater efficiency and
quality customer service.
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Performance Culture

The alignment of employee performance with the Agency mission and strategic goalsis an ongoing priority. In
October 2006, SSA implemented a new multi-level performance appraisal program for all employees at the
GS-14 level and below and for GS-15 bargaining unit employees. The program fosters communication
between managers and employees and allows for distinctionsin individual performance.

The Agency plans to further support successful implementation of the new performance appraisal system
through both evaluation and ongoing refresher training for supervisors.

In FY 2007, SSA was identified by the Partnership for Public Service as one of the top ten Best Placesto Work
in the Federal government, ranking 7th amongst all Government agencies — a significant improvement from its
ranking of 21stin FY 2005. SSA was the most improved of all large Federa agencies. Additionally, SSA has
maintained a score of “Green” in both status and progress on the President’ s Management Agenda scorecard
demonstrating continuous accomplishmentsin the Agency’ s strategic approach to workforce planning and its
implementation of effective human capital initiatives.

The Agency is continuously improving its human capital practices to retain talented managers and employeesin
itsworkforce. SSA’s structured orientation and training programs facilitate employee engagement and
welcome new employees. Expanded family-friendly services help employees balance work and family matters.
Asaresult, SSA’s retention rate is currently one of the best in the Federal government. For FY 2006, the
Agency’soverall retention rate was 93.3 percent, as compared to 91.8 percent Government-wide. Refer to
performance measure 4.1c on page 89 of the Performance Section for more information about SSA’ s strategy
regarding future workforce needs.
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THE PRESIDENT'S MANAGEMENT AGENDA

The President’ s Management Agenda (PMA) is the President’ s strategy for improving the management and
performance of the Federal government with afocus on results. The Agenda contains five Government-wide
initiativesin addition to agency specific program initiatives. SSA isinvolved in the PMA program initiative,
Eliminating Improper Payments. Each quarter, the Office of Management and Budget releases a scorecard that rates
agencies progress and overall status on the PMA goals. The scorecard uses a color-coded grading scale: ® Green
for success, @Y ellow for mixed results, and ® Red for unsatisfactory.

A summary of SSA’sFY 2007 Fourth Quarter Scorecard is provided below. For more information on the PMA and
the Agency’s complete scorecard, please go to: www.whitehouse.gov/results/agenda or refer to performance
measure 2.4f on page 84 of the Performance Section.

® progress Strategic Management of Human Capital Status @

Build, sustain, and deploy effectively a skilled, knowledgeable, diverse, and high-performing workforce aligned
with mission objectives and goals.

® progress Competitive Sourcing Status @

Achieve efficient, effective competition between public and private sources and establish infrastructure to support
competitions.
o Progress Performance Improvement Initiative* Status @

Improve the performance and management of the federal government by linking performance to budget decisions
and improve performance tracking and management. The ultimate goal is better control of resources and greater
accountability over results.

L Progress Expanded Electronic Government Status @

Expand the federal government’ s use of electronic technologies (such as e-procurements, e-grants, and e-regulation)
so that Americans can receive high-quality government service.

® progress Improved Financial Performance Status @

Maintain world-class financial services that support strategic decision-making, mission performance, and improved
accountability to the American people

o Progress Eliminating Improper Payments Status

Measure improper payments on an annual basis, develop improvement targets and corrective actions, and track
results annually to ensure corrective actions are effective.

! Effective July 1, 2007, the name of thisinitiative was changed from Budget and Performance Integration to the Performance
Improvement Initiative.
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PROGRAM ASSESSMENT RATING TOOL

The Office of Management and Budget uses the Program Assessment Rating Tool (PART) to evaluate programs
across a set of performance-related criteriaincluding program design, strategic planning, program management, and
results. Programs are assessed and assigned numeric scores which correspond to the ratings of Effective,
Moderately Effective, Adeguate, Ineffective, and Results Not Demonstrated. PART scores and findings are used to
inform the budget process and drive improvements. For more information on the PART, please see:
http://www.whitehouse.gov/omb/expectmore/.

The SSA programs that have been evaluated and corresponding assessment ratings have been documented in the
chart below. The assessment rating is determined by scoring four sections of each program. Theindividual scores
for each section of the Agency’s programs are also documented in the chart below.

SSA’s PART Assessment Ratings and Scores (2003 - 2007)

Program Name

Assessment Rating and Scores

Supplemental Security Income

Moderately Effective

Program Purpose and Design
Strategic Planning
Program Management

Program Results/Accountability

60%
100%
100%

58%

Old-Age and Survivors Insurance

Moderately Effective

Program Purpose and Design
Strategic Planning
Program Management

Program Results/Accountability

80%
100%
100%

75%

Disability Insurance

Moderately Effective

Program Purpose and Design
Strategic Planning

Program Management

Program Results/Accountability

60%
88%
100%
58%

For detailed information on the performance measures used to evaluate the effectiveness of SSA's programs, please
see the Agency Performance Summary charts, beginning on page 49, and pages referenced for each PART
performance indicator in the Performance Section.
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HIGHLIGHTS OF FINANCIAL POSITION

OVERVIEW OF FINANCIAL DATA

SSA’sfinancia statements and footnotes appear on pages 103 through 156. The financial statements presented in
this report received an unqualified opinion from the independent audit firm of PricewaterhouseCoopers LLP. These
statements combined the results from the programs administered by SSA. These programsinclude the Old-Age and
Survivors Insurance (OASI) and Disability Insurance (DI) programs (referred to as OASDI when discussing them in
combination) and the Supplemental Security Income (SSI) program. OASI and DI have separate funds which are
financed by payroll taxes, interest on investments and income taxes on retiree benefits (OASI only). SSl isfinanced
by general revenues from the U.S. Treasury.

BALANCE SHEET: The Baance Sheet displayed on page 104 reflects total assets of $2,226.3 hillion, a

9.4 percent increase over the previous year. Approximately 98.0 percent of assets are investments. By statute, we
invest those funds not needed to pay current benefitsin interest bearing Treasury securities. The $186.8 billion
growth (9.4 percent) in investments from 2006 is primarily due to tax revenues of $647.4 billion and interest on
those investments of $108.5 hillion, exceeding the cost of operations of $622.8 billion. The majority of our
liahilities, 84.0 percent, consist of benefits that have accrued as of the end of the fiscal year but have not been paid.
By statute, OASI and DI program benefits for the month of September are not paid until October. Liabilities grew
in 2007 by $4.1 hillion (5.2 percent) primarily because of the growth in benefits due and payable. Reflecting the
higher growth in assets than liabilities, the net position grew $186.6 billion or 9.5 percent to $2,143.1 billion.
Interest on Investments, which ispaid in the form of Treasury securities, represents 58.1 percent of the growth of the
investments, up from 53.7 percent in 2006.

STATEMENT OF NET COST: Net cost of operationsincreased 5.9 percent or $34.8 billion from $588.0 billion in
2006 to $622.8 hillion in 2007. Thisincreasein the net cost of operationsis primarily due to the first wave of baby
boomers attaining retirement age. Of thisincrease, $34.9 billion (6.0 percent growth) resulted from increased
benefit payments and $92.0 million (0.9 percent decline) resulted from decreased operating expenses. The net cost
and benefit payments of the OASI program both grew 6.5 percent, while operating expenses grew by 0.5 percent.
The number of OASI beneficiaries grew 1.1 percent to 40.9 million while average benefit payments grew by

4.4 percent to $990 per month. The net cost and benefit payments of the DI program grew 6.9 percent and

7.1 percent, respectively. Operating expenses decreased by 0.5 percent. The number of DI beneficiaries grew by
3.1 percent while average benefits increased 4.2 percent to $839 per month.

The net cost and benefit payments of the SSI program decreased 2.9 percent and 3.1 percent, respectively. The
decreaseis primarily due to SSI having 12 months of benefit payment activity in FY 2006, versus 11 months of
activity in FY 2007. Therewere only 11 months of activity in FY 2007 because October 1, 2006 was on a Sunday
so the benefit payment for October was accelerated into September 2006. Operating expenses decreased by

1.0 percent. The number of SSI beneficiaries grew by 1.8 percent while maximum benefits increased by 3.3 percent
to $623 per month. The operating expenses of the Other program, which consists primarily of administrative
expenses charged to the Health Insurance and Supplemental Medical Insurance Trust Funds, grew by 3.7 percent.

STATEMENT OF CHANGES IN NET POSITION: The Statement of Changes in Net Position reflects an increase of
$186.6 hillion in the net position of SSA. Thisincreaseis primarily attributable to a $186.8 billion increase in
investments. At thistime tax revenues continue to exceed benefit payments. The following charts summarize the
activity on SSA’s Statement of Net Cost and Statement of Changes in Net Position by showing the funds SSA was
provided in FY 2007 and how these funds were used. These statements are displayed on pages 105 and 106,
respectively. Most resources available to SSA were used to finance current OASDI benefits and to accumulate
investments to pay future benefits. When funds are needed to pay administrative expenses or benefit entitlements,
investments are redeemed to supply cash to cover the outlays. Administrative expenses, as a percent of
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benefit expenses, is 1.7 percent. In 2007, total financing sources grew by $37.4 hillion or 4.8 percent from

$772.0 billion in 2006 to $809.4 hillion in 2007. The primary sources for this growth were a payroll and income tax
revenue increase of $27.4 billion (4.4 percent) from 2006 due to a continuing improvement in the United States
economy and investment income of $8.6 hillion (8.6 percent) from 2006. The growth in investment income was due
to increasing assets of the combined OA S| and DI Trust Funds and an increase in the average interest yield from
6.43 percent to 6.59 percent.

Where It Comes From... ..Where It Goes
(Dollars in Billions) (Dollars in Billions)
Net Position Net Position OASI Benefit
Beginning Ending - Payments
Balance Balance $481.0
$1,956.4 $2,143.1
DI Benefit
General Funds Payments
& Other $97.4
$59.8 Tax Revenues
$647.4 SSI Benefit
Other Income, n . Payments
Interest & Transfers Administrative & $34.1
Other Expenses
$102.5
$10.5

STATEMENT OF BUDGETARY RESOURCES: This statement displayed on page 107 shows that SSA had
$665.0 billion in budgetary resources of which $3.1 billion remained unobligated at year-end. SSA recorded
total net outlays of $621.8 billion by the end of the year. Budgetary resources grew $34.0 billion, or 5.4 percent
from 2006, while net outlays increased $36.3 hillion, or 6.2 percent.

STATEMENT OF SOCIAL INSURANCE: Effectivefor FY 2006 and thereafter, Federal Accounting Standards
require the presentation of a Statement of Social Insurance as a basic financial statement. The Statement of Social
Insurance presents estimates of the present value of the income to be received from or on behalf of existing and
future participants of social insurance programs, the present value of the cost of providing scheduled benefits to
those same individuals and the difference between the income and cost. The Statement of Social Insurance
displayed on page 108 for the Social Security program covers aperiod of 75 yearsin the future and the information
and disclosures presented are deemed essentia to fair presentation of our financial information.

SSA’S SHARE OF FEDERAL OPERATIONS

The programs administered by SSA constitute alarge
share of the total receipts and disbursements of the
Federal Government as shown in the chart to the right. oy 2007

Recei ptS for our programs representaj 31.2 percent of Total Federal Receipts Total Federal Disbursements
the $2.6 trillion in total Federal receipts, a decrease of $2,568 $2,731

1.1 percent over last year as Federal income tax
collections grew more rapidly than payroll taxes.
Disbursements increased by 0.6 percent to 23.0 percent
of Federal disbursements.

SSA’s Share of Federal Receipts
and Disbursements

SSA Receipts SSA Disbursements
$802 (31.2%) $629 (23.0%)

(Dollars in Billions)
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USE OF ADMINISTRATIVE RESOURCES

The chart to the right displays the use of all administrative
resources (including general operating expenses) for

FY 2007 in terms of the programs SSA administers or
supports. Although the DI program comprises only

15.9 percent of the total benefit payments made by SSA, it ss|
consumes 24.5 percent of annual administrative resources. 29.8%
Likewise, while the SSI program comprises only

5.6 percent of the total benefit payments made by SSA, it
consumes 29.8 percent of annual administrative resources.
Claimsfor DI and SSI disability benefits are processed
through State Disability Determination Services where a OASI
decision isrendered on whether the claimant is disabled. In 29.6%
addition, the Agency is required to perform continuing
disability reviews on many individuals receiving DI and
SSI disability payments to ensure continued entitlement to
benefits. The FY 2006 use of administrative resources by program was 29.2 percent for the OAS| program,
24.4 percent for the DI program, 29.8 percent for the SSI program and 16.6 percent for Other.

Use of Administrative Resources
by Program
FY 2007

DI
24.5%

Other*
16.1%

* Includes HI/SMI, Reimbursable Activity and Philippine Veterans

OASI AND DI TRUST FUND SOLVENCY

PAY-AS-YOU-GO FINANCING

The OASI and DI Trust Funds are deemed to be solvent as long as assets are sufficient to finance program
obligations. Such solvency isindicated, for any point in time, by the maintenance of positive OASI and DI Trust
Fund assets. In recent years, current income has exceeded program obligations for the OASDI program, and thus
the combined OAS| and DI Trust Fund assets have been growing. The following table shows that OASI and DI
Trust Fund assets, expressed in terms of the number of months of program obligations that these assets could finance
has grown from 35.9 months at the end of FY 2003 to an estimated 42.8 months at the end of FY 2007, an increase
of 19 percent.

Number of Months of Expenditures Fiscal-Year-End Assets Can Pay*

2003 2004 2005 2006
OASI 37.8 39.9 42.6 44.4 46.8
DI 26.2 25.4 25.0 24.2 23.7
Combined 35.9 37.5 39.6 40.9 42.8

! Computed as 12 times the ratio of end-of-year assets to outgo in the following fiscal year.
Note: Values for 2006 and 2007 are estimates that are based on 2007 Trustees Report intermediate assumptions.
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SHORT TERM FINANCING

The OASI and DI Trust Funds are deemed adequately .
financed for the short term when actuarial estimates of OASDI Income Exceeds Expenditures
OASI and DI Trust Fund assets for the beginning of each Increasing Assets for Short Term
calendar year are at least as large as program obligations for Current Dollars in Billions

theyear. Estimatesin the 2007 Trustees Report indicate that | 4500
the OASI and DI Trust Funds are adequately financed over | #%®

3,500
the next 10 years. Under the intermediate assumptions of 3,000
the 2007 Trustees Report, OASDI estimated expenditures i% ]

and income for 2016 are 86 percent and 72 percent higher 1500 |
than the corresponding amounts in 2006 ($555 billion and 1,000
$745 hillion, respectively). From theend of 2006 totheend | 7 |
of 2016, assets are expected to grow by 118 percent, from 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
$2.0 trillion to $4.5 trillion. [mincome @ Expenditures M Ending Balance]

LONG TERM FINANCING

Social Security’sfinancing is not projected to be sustainable over the long term with the tax rates and benefit levels
scheduled in current law. In 2017, program cost will exceed tax revenues, and, in 2041, the combined OASI and

DI Trust Funds will be exhausted according to the projections by Socia Security’s Chief Actuary. The primary
reasons for the projected long-term inadequacy of financing under current law relate to changes in the demographics
of the United States: baby boomers approaching retirement, retirees living longer, and birth rates well below
historical levels. In present value terms, the 75 year shortfall is $4.7 trillion, which is 1.8 percent of taxable payroll
and about 0.7 percent of Gross Domestic Product (GDP) over the same period. Possible reform alternatives being
discussed — singularly or in combination with each other — are (1) increasing payroll taxes, (2) slowing the growth in
benefits, (3) using general revenues or (4) increasing expected returns by investing, at least in part, in private
securities through either personal accounts or direct investment of OASI and DI Trust Fund assets.

For more information, pages 141 through 156 contain the Required Supplementary Information: Social Insurance
disclosures required by the Federal Accounting Standards Advisory Board.

LIMITATION ON FINANCIAL STATEMENTS

The principal financial statements beginning on page 104 have been prepared to report the financial position and
results of operations of SSA, pursuant to the requirements of 31 U.S.C. 3515 (b). While the statements have been
prepared from the books and records of SSA in accordance with generally accepted accounting principles (GAAP)
for Federal entities and the formats prescribed by the Office of Management and Budget, the statements are in
addition to the financial reports used to monitor and control budgetary resources which are prepared from the same
books and records.

The statements should be read with the realization that they are for a component of the U.S. Government, a
sovereign entity.
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SYSTEMS AND CONTROLS

MANAGEMENT ASSURANCES

FEDERAL MANAGERS’ FINANCIAL INTEGRITY ACT (FMFIA)
ASSURANCE STATEMENT
FiscAL YEAR 2007

SSA’s management is responsible for establishing and maintaining effective internal control and financial
management systems that meet the objectives of the FMFIA. SSA conducted its assessment of the effectiveness
of internal control over the effectiveness and efficiency of operations and compliance with applicable laws and
regulations in accordance with Office of Management and Budget (OMB) Circular A-123, Management’s
Responsibility for Internal Control. Based on the results of this evaluation, SSA can provide reasonable
assurance that itsinternal control over the effectiveness and efficiency of operations and compliance with
applicable laws and regulations as of September 30, 2007, was operating effectively and no material weaknesses
were found in the design or operation of the internal controls.

SSA also conducts reviews of its financial management systems in accordance with OMB Circular A-127,
Financial Management Systems. Based on the results of these reviews, SSA can provide reasonable assurance
that its financial management systems are in compliance with the applicable provisions of the FMFIA as of
September 30, 2007.

In addition, SSA conducted its assessment of the effectiveness of internal control over financia reporting,
which includesinternal control related to the preparation of its annual financial statements aswell as
safeguarding of assets and compliance with applicable laws and regulations governing the use of budget
authority and other laws and regulations that could have a direct and material effect on the financial statements,
in accordance with the requirements of Appendix A of OMB Circular A-123. The results of this evaluation
provide reasonable assurance that SSA’s internal control over financial reporting was operating effectively as of
September 30, 2007.

Michagl J. Astrue
November 7, 2007

FEDERAL MANAGERS’ FINANCIAL INTEGRITY ACT PROGRAM

SSA has awell established Agency-wide management control and financial management systems program as
required by FMFIA. The Agency accomplishes the objectives of the program by:

Integrating management controls into its business processes and financial management systems at all
organizational levels;

Reviewing its management controls and financial management systems controls on aregularly recurring basis;
and,

Developing corrective action plans for control weaknesses and monitoring those plans until the weaknesses are
corrected.
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SSA has no FMFIA material weaknesses to report this year. Agency managers are responsible for ensuring that
effective controls are implemented in their areas of responsibilities. SSA senior level executives are required to
submit to the Commissioner of Social Security an annual assurance statement providing reasonabl e assurance that
functions and processes under their areas of responsibility functioned as intended and that there were no major
weaknesses that would require being reported, or a statement indicating that such assurance could not be provided.
This executive accountability assurance provides an additional basis for the Commissioner’s annual assurance
statement.

The Agency’s Executive Internal Control (EIC) committee, consisting of senior managers and chaired by the Deputy
Commissioner of Socia Security, ensures SSA compliance with the requirements of FMFIA and other related
legidlative and regulatory requirements. If amajor control weaknessisidentified in the Agency, the EIC determines
if the weakness should be considered a material weakness and thus submitted to the Agency head for final
determination.

Effective interna controls are incorporated into the Agency’ s business processes and financial management systems
through the life cycle development process. The user requirements include the necessary controls and the new or
changed processes and systems are reviewed by management to certify that the controls arein place. The controls
are then tested prior to full implementation to ensure they are effective.

Management control issues and weaknesses are identified through audits, reviews, studies and observation of daily
operations. SSA conducts internal reviews of management and systems security controlsin its administrative and
programmatic processes and financial management systems. The reviews are conducted to evaluate the adequacy
and efficiency of the Agency’s operations and systems to provide an overall assurance that the Agency’s business
processes are functioning as intended. The reviews aso ensure that management controls and financial management
systems comply with the standards established by FMFIA and OMB Circulars A-123, A-127 and A-130. The
reviews encompass SSA'’ s business processes such as enumeration, earnings, claims and postentitlement events,
debt management and SSA's financial management systems. SSA develops and implements corrective action plans
for weaknesses found through the reviews and audits and tracks the corrective actions until the weaknesses are
corrected.

MANAGEMENT CONTROL REVIEW PROGRAM

SSA has an Agency-wide review program for management controls in its administrative and programmatic
processes. Locations chosen for review are selected by considering performance measures in selected critical
processes and by using the experience and judgment of the regional security personnel. During FY 2007, SSA
personnel and contractor conducted reviews at 215 Field Offices, 6 Program Service Centers (PSC) and 28 Hearings
offices.

SSA continues to strengthen the administrative, programmatic and security controls at the State Disability
Determination Services (DDS). The DDSs perform annual security self-reviews using the guidelines and areview
checklist. Additionally, SSA’s Regional Offices (RO) and contractor perform independent security reviews of the
DDSs using this same review checklist. The ROs develop a5-year review plan in which each State DDSis
reviewed at least once to ensure adherence to SSA’s policies. During FY 2007, SSA and the contractor conducted
reviews of 25 DDS sites.

SSA contracted with an independent public accounting firm to review the Agency’ s management control program,
evaluate the effectiveness of the program and make recommendations for improvement. Annually, the contractor
reviews operations at SSA’ s central office, and selected ROs, PSCs, and DDS's. The contractor’s efforts have
indicated that SSA’ s management control review program appears to be effective in meeting management’ s
expectations for compliance with Federal requirements.
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FINANCIAL MANAGEMENT SYSTEMS (FMS) REVIEW PROGRAM

OMB Circular A-127 requires agencies to maintain an FM S inventory and to conduct reviews to ensure FMS
requirements are met. In addition to pure financia systems, SSA also includes all major programmatic systemsin
thisFMS inventory. Within a 5-year period, SSA conducts both a detailed review and alimited review of each
system. Anindependent contractor conducts the detailed review at audit level standardsincluding transaction
testing and the system manager conducts the limited review.

During FY 2007, SSA’s contractor conducted a detailed review of SSA’s Title 2 Redesign System and performed a

risk and vulnerability assessment of SSA’s National Computer Center. The results of these reviews did not disclose
any significant weaknesses that would indicate noncompliance with laws, Federal regulations or Federal standards.

FEDERAL FINANCIAL MANAGEMENT IMPROVEMENT ACT

The Commissioner has determined that SSA’ s financial management systems were in substantial compliance with
the Federal Financial Management Improvement Act (FFMIA) for FY 2007. In making this determination, he
considered all the information available, including the auditor’ s opinion on the Agency’s FY 2007 financial
statements, the report on management’ s assertion about the effectiveness of internal controls and the report on
compliance with laws and regulations. He also considered the results of the financial management systems reviews
and management control reviews conducted by the Agency and its independent contractor.

FINANCIAL STATEMENT AUDIT

The Office of the Inspector General (OIG) contracted for the audit of SSA’s FY 2007 financial statements. The
auditor found that the basic financial statements were presented fairly, in all material respects, in conformity with
accounting principles generally accepted in the United States of America. The auditor also found that management
fairly stated that SSA’s internal control over financial reporting was operating effectively, and reported no instances
of noncompliance with laws, regulations or other matters.

FEDERAL INFORMATION SECURITY MANAGEMENT ACT

The Federal Information Security Management Act (FISMA) requires Federal agencies to conduct an annual
self-assessment review of their Major Information Technology Systems Security Testing and Controls (ST&E)
program, to develop and implement corrective actions for identified security weaknesses and vulnerabilities, and to
report to OMB on the Agency's compliance. An independent contractor’s evaluation indicated that SSA's controls
methodol ogy was consistent with established FISMA requirements. SSA's OIG also performed an independent
review of SSA's compliance with FISMA and concluded that SSA had complied with FISMA requirements. SSA
submitted its annual FISMA report to OMB on October 1, 2007.
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FINANCIAL MANAGEMENT
(Section 52.4(a), OMB Circular A-11)

GOALS AND STRATEGIES

The President’ s Management Agenda (PMA) is a coordinated strategy to reform Federal management and improve
program performance. The PMA outlines five government-wide and nine agency specific areas that need to be
revamped to better serve the American people. OMB issued scorecard standards for success for each of the PMA
initiatives. Information on the PMA and the scoring criteria may be found at www.results.gov.

One of the five government-wide targetsis to improve financial performance by ensuring that agencies have
accurate and timely financial information to manage cost and inform decision-making. Over the years, SSA has
worked hard to improve its financial management. SSA attained a status score of “green” for the Improved
Financial Performance PMA initiative as of the third quarter of 2003. SSA’s achievement of “green” status was the
culmination of efforts over more than a decade in implementing sound financial management practices. SSA has
maintained its “green” status by continuing to receive an unqualified opinion on its financial statements with no
material weaknesses cited by the auditors; having financial systems compliant with Federal law; and demonstrating
to OMB that SSA uses accurate and timely information to manage the Agency. SSA continues to get beyond green
by developing new initiatives that will enhance the existing financial and management information systems. These
actions demonstrate discipline and accountability in the execution of our fiscal responsibilities as stewards of the
Social Security programs. The Agency’s goal isto maintain the “green” status and to achieve the milestones
established for improvement.

FINANCIAL MANAGEMENT SYSTEMS FRAMEWORK

SSA’sFMSinventory is reviewed annually and is updated to reflect the most recent status as aresult of systems
modernization projects. SSA maintains an inventory of twelve FM S that are categorized under the broad categories
of Program Benefits, Debt Management, or Financial/Administrative.

SSA continues the long-term development of its FM S following a defined strategy. In the Program Benefits
category, SSA is continuously involved in streamlining the systems and incorporating new legislative requirements.
In the Financial/Administrative category, Socia Security Online Accounting and Reporting System (SSOARS), a
federally certified accounting system based on Oracle Federal Financials, was implemented as SSA’s System of
Record on October 1, 2003. Throughout FY 2007, SSA continued to exercise the Commercia Off-the-Shelf
technology availablein this software to integrate agency financial systems that traditionally integrate with SSOARS
by providing real-time access to validate accounting information and fund availability. SSA contracted out some of
the day-to-day maintenance of the system to Oracle on Demand, which is considered to be afirst step in meeting the
Financial Management Lines of Business requirements by OMB.
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PERFORMANCE SECTION

EXECUTIVE SUMMARY
OF AGENCY PERFORMANCE

INTRODUCTION

The Agency isfacing significant challengesin maintaining the level of service the American public deserves. For
more than half a century, Social Security has been paying benefits to workers and their families, but today the
Agency faces some of its most daunting tests as the baby boomers age and approach their disability-prone years.

To meet those challenges, the Social Security Administration’s (SSA) new Commissioner, Michael J. Astrue,
redirected the Agency’s priorities. Under the Commissioner’ s leadership, this Agency realized numerous
accomplishments not only under the Agency Strategic Plan for FY 2006 — FY 2011, but also in furthering initiatives
established by the new Commissioner. In addition, Mr. Astrue has established several new priorities to address
challenges the Agency will be facing over the next several years. These priorities include reducing the hearings
backlogs, improving the disability determination process, and increasing efficiency through technology.

This Performance and Accountability Report (PAR) reflects the goals of the Agency Strategic Plan for FY 2006 —
FY 2011, which was devel oped before Commissioner Astrue became Commissioner, and focuses on SSA’s many
accomplishments and challenges from FY 2007. Asthis PAR reflects, the Agency met or exceeded most of its goals
for thisyear. Indeed, with the establishment and implementation of the new Commissioner’s priorities, the Agency
has gone well beyond the accomplishments under the present strategic plan in order to serve the American people.
Challenges nevertheless remain, especialy in timely processing of disability claims and addressing record level
backlogs at the claims hearings level.

The Agency therefore will not waver in developing and implementing forward-thinking and innovative initiatives to
combat the growing challenges it faces. SSA is developing a new Agency Srategic Plan for FY 2008 — FY 2013.
This strategic plan will be a comprehensive plan of fundamental business process reform to address the Agency’s
workload and management challenges.

AGENCY PROGRESS AND INITIATIVES

Today, approximately 163 million workers and over 54 million beneficiaries count on Social Security programs.
The baby boomers — the largest generational constituency ever — are beginning to retire. The number of people SSA
serves has increased by more than 12 percent during this decade.

In addition to the demands of the baby boomers, increases in the nation’s population and expansionsin program
entitlements have contributed to the growth in Agency workloads. In 1978, SSA had over 85,600 employees to

provide services; whilein FY 2007 SSA had 62,000. Since 2001, SSA hasimproved productivity on average by
about two percent. However even with these productivity enhancements and improved processes, the Agency is
struggling to eliminate backlogs and keep up with these increasing workloads. Now more than ever the Agency
needs to embrace new methods and technologies to combat the rising workloads and growing backlogs.

While addressing these core workloads, SSA also has had to take on complex new responsibilitiesin Medicare,
immigration, homeland security, and other areas while facing overall Agency resource constraints. Since 2001,
Congress has appropriated on average $150 million less each year than the President has requested. Asaresult of
reduced funding and increased workloads, the Agency has been struggling to balance its new responsibilities and its
traditional work. The impact of this situation has adversely affected disability applicants who must wait anywhere
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from 17 months to 3 years in some cases to receive a hearing decision. Despite daunting demographic changes and
new Agency responsibilities, SSA is known for its can-do attitude and is respected for its management of programs
that pay out over $650 billion per year in benefit payments.

As the performance section reflects, SSA met or exceeded many of its goals for thisyear. In Fiscal Year 2007, the
Agency:

e  Served 163 million workers and over 54 million beneficiaries.

e  Processed over 2.5 million initial disability claims.

o Decreased average processing time for initial disability cases from 88 days in 2006 to 83 daysin 2007.
e  Processed over 3 million retirement claims.

e  Completed over one million non-disability redeterminations.

Although the Agency was able to meet or exceed some performance goals, other workloads suffered due to limited
resources. SSA was unable to meet performance goals for the number of hearings pending, the number of hearings
processed, and case production per workyear, among others.

To enhance SSA'’ s performance, a concerted and renewed effort has been made to improve the disability
determination process. The Disability Service Improvement Initiative (DSI) was rolled out in 2006 with the
expectation that the changes under this initiative would improve the accuracy, consistency, and timeliness of
decision-making throughout the disability determination process. Ongoing analysis of thisinitiative has led SSA to
propose the expansion of some aspects of DSI while continuing to modify and evaluate other aspects of the
initiative.

The quick disability determination (QDD) process from DSI has been successful, and the Agency isrolling it out
nationally. QDD uses automated tools to screen cases and allows SSA to fast-track cases that are most likely to be
allowed. To date, 97 percent of casesin the Boston Region, processed under QDD, were decided within 21 days
with an average decision time of 11 days. Eighty-five percent of these cases were allowed at theinitia review. On
September 6, 2007, the Agency issued afinal rule to rollout QDD nationwide.

On the other hand, the Agency’ s experience over the past year demonstrates the administrative costs of two DSI
components, the Federal Reviewing Official and the Office of Medical and Vocational Expertise, are far greater
over the foreseeable future than anticipated. The Agency does not yet have sufficient results to fully evaluate the
potential improvements in program efficacy that are the goals of the Federal Reviewing Official and the Office of
Medical and Vocational Expertise. Therefore, the Agency has proposed to suspend those processes so that the
Agency may redirect resources to address the backlog of hearings requests. SSA will, however, continue to collect
data from these processes to assess future alternatives.

A key feature of the Federal Reviewing Officia processisto provide a better developed and organized file for
hearing level review. SSA has determined that this process would be better applied to initial determinations rather
than later in the disability process. Asaresult, the Agency is developing an electronic case analysistool, or e-CAT,
to guide disability examiners through all aspects of their case determinations.

Improvementsin the disability determination process include improvements to the hearings process. Disability
hearings have been a growing workload for SSA. Eliminating the hearings backlog is amoral imperative for the
Agency. SSA does not anticipate eliminating this backlog until 2013; however, great progress on reducing this
workload has already been made. At the beginning of FY 2007 (October 1, 2006), more than 63,000 cases were
over 1000 daysold. In responseto Commissioner Astrue’s pledge to Congress and the American public, the
Agency concentrated on eliminating pending hearings that would have been 1000 days old by the end of the year.
SSA has accomplished this challenging goal and is continuing its efforts to eliminate the remaining backlogs.
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There are four areas which hold the most promise for eliminating the remaining hearings backlog:

Accelerating the review of cases likely or certain to be approved;
Improving hearing procedures,

Increasing adjudicatory capacity to schedule and hold more hearings; and
Increasing efficiency through automation and improved business processes.

A w DN PR

The success of these initiatives depends on timely and adequate Agency funding. Properly funded, these initiatives
will reduce the amount of time members of the public wait for a hearing decision and will lead to areduction in the
number of cases pending in SSA offices. While SSA focuses on the hearings backlog, its capacity for handling and
meeting its other workloads and responsibilities must not be weakened.

SSA has had to scale back the Agency’ s program integrity workloads due to budget constraints over the last several
years. SSA’sFY 2008 budget request, however, included dedicated program integrity workload funding. Program
integrity workloads are important because they ensure that people who have been approved for benefits continue to
be eligible for these benefits and are being paid the correct amount. These workloads are important to the Agency’s
stewardship efforts that protect the integrity of the Social Security Trust Funds and ensure the taxpayer’ s money is
properly used.

Two of the most cost effective program integrity workloads are Continuing Disability Reviews (CDRs) and
Supplemental Security Income (SSI) redeterminations. CDRs are periodic reevaluations of medical eligibility for
SS| and disability benefits. CDRs are estimated to save $10 for every $1 spent. SSI redeterminations are periodic
reviews of non-medical SSI eligibility requirements. Both CDRs and SS| redeterminations are extremely cost-
effective. The Agency’s Cooperative Disability Investigation (CDI) project continues to be one of the most
successful program integrity initiatives implemented. CDI teams are charged with obtaining sufficient evidence to
identify and resolve issues of fraud and abuse related to al disability claims and benefits.

SSA is recognized by the government sector and private sector as an information technology leader. Increased
investment in information technology isimperative if the Agency is going to survive escalating workloads and
insufficient resources. Improving automation initiatives is the Agency’s primary course for continuing and
improving service while enhancing productivity. Transforming the information technology environment will be
costly, but the price of not investing in these changes will be more costly to the Agency and the public it serves.
Seeing increasing public demand for services available viathe Internet, SSA devel oped the Internet Social Security
Benefit Application (ISBA). This online service alows the public to apply for retirement, spouses, and disability
benefits viathe internet. SSA is planning several enhancementsto the ISBA applications. Enhancements include

46 | SSA FY 2007 PERFORMANCE AND ACCOUNTABILITY REPORT



PERFORMANCE SECTION

usability improvements, additional automated customer support, and the ability for third parties to begin the filing
process and protect claimants' filing dates.

A number of other electronic initiatives are being developed. SSA is modernizing and streamlining core business
processes such as assigning Social Security numbers, reporting earnings, and applying for benefits by updating the
older software applications for higher performance and availability. Other initiatives include an enhanced online
retirement estimator, electronic representative payee accounting, el ectronic verification of vital events, and third
party bulk claimsfiling.

CONCLUSION

SSA is striving toward closing the gap between reduced budget appropriations and increasing workloads. SSA is
also working more efficiently, increasing productivity, and improving workload processes. Asan Agency, SSA
takes pride in making efficient use of its administrative resources. The Agency’s administrative expenses are less
than 2% of its operating budget. SSA’s cost-conscious attitude is aso reflected in its performance goal of annual
productivity improvements, its program management initiatives in furtherance of the President’ s Management
Agenda, and its dedication to maintaining program integrity.

The Agency has worked effectively and efficiently to meet most of its performance targetsin Fiscal Y ear 2007,
despite the budget shortfalls and diminishing resources. Fiscal Year 2008 will be another tight year for the Agency.
However, the Agency is exploring new strategies and technologies to address workload and management challenges
to provide the service the American public deserves and ensure the integrity of Social Security programs.
Nevertheless, sufficient resources will be absolutely critical to the Agency’s success future.
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AGENCY PERFORMANCE

SUMMARY OF FY 2007 PERFORMANCE

The following data summarize the Social Security Administration’s (SSA) achievements toward reaching its targets
for the performance measures specified in its Annual Performance Plan for FY 2008 and Revised Final Plan for

FY 2007. Where end-of-year data are not available, year-to-date performance is shown along with an indication of
when the final datawill be available. For these measures, the end-of-year data will be provided in the FY 2008
Performance and Accountability Report (PAR). Similarly, for those measures where year-to-date data were
provided in the last PAR, final data are displayed in the “trend” section of the particular measure. For milestones
and new performance measures, there is adiscussion section in place of achart or trend section.

The performance data presented in this section comply with the guidance provided by the Office of Management
and Budget (OMB) Circulars A-11 and A-136. The Data Quality discussion in the Overview of Key Performance
Indicators, Goals and Results section (page 16) describes SSA’s continuing efforts to enhance the quality and
timeliness of its performance information in order to increase its value to SSA’ s management and other interested
parties. Agency managers routinely use this performance data to improve the quality of program management and
to demonstrate accountability in achieving program results.

STATUSOF FY 2007 PERFORMANCE MEASURES
BY GOAL AND OBJECTIVE

The Performance Section details the specific expectations for SSA’ s achievements and documents the Agency’s
performance and accomplishments from FY 2003 through FY 2007. It also provides detailed discussions of

FY 2007 actions, which enabled SSA to attain its goals, aswell as the rationale, where appropriate, for why SSA did
not meet its established targets.

The following tables provide an overview of SSA’s performance measures. The measures are organized by the
goals and objectives they support as specified in SSA's Strategic Plan for FY 2006 - FY 2011 and published in the
Annual Performance Plan for FY 2008 and Revised Final Plan for FY 2007.

Key
Target Achieved L)

Target Not Achieve ¥

KPI — Denotes each of the Agency’s 16 Key Performance Indicators (KPI)

PART — Denotes each of the Agency’ s 15! Program Assessment Rating
Tool (PART) performance measures which are also Government
Performance Results Act (GPRA) performance measures.

! Performance measures 2.1c -Percent of S3 payments free of over payments (O/P) and underpayments (U/P) and 2.1e — Percent
of Old-Age, Survivors and Disability payments free of O/P and U/P each represent two PART measures — one for
overpayments and one for underpayments.
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Agency Performance Summary

Strategic Goal 1: To deliver high quality, citizen-centered service

Strategic Objective 1.1: Make the right decision in the disability process as early as possible

Performance Indicator FY 2007 FY 2007 Goal See
Goal Actual Achieved? Page #
1l.1a initiol dicahili ; ;
Percent of initial disability claims receipts 100%- 100%2 4 54
KPI processed up to the budgeted level
1.1p | Maintain the number of initial disability claims
pending in the Disability Determination Services 577,000 555,317 1+ 55
KPI | (DDS) (at/below the FY 2007 goal)
1l.1c . 3 3
KPI Number of SSA hearings processed 555,000 547,951 55
1.1d | Maintain the number of SSA hearings pending 3
kpl | (at/below FY 2007 goal) 738,000 746,744 56
1.1e ) ) o o
KPI Avgrage processing time for initial disability 88 days 83 days 4 57
claims
PART
1.1f
KPI | Average processing time for SSA hearings 524 days 512 days L 58
PART
1.1g | Average processing time for hearings appeals 242 days 227 days 1t 59
1.1h | Disability Determination Services (DDS) net 97%
: . 97% (thru June L 59
PART | accuracy rate (allowances and denials combined) 2007)
97%
1.1i | Agency decisional accuracy rate (ADA) 97% (thru June 1+ 61
2007)

! The budgeted level for FY 2007 was 2,530,000.

2 The actual number is rounded to the nearest whole number using the standard rounding convention of rounding up numbers
that are .5 or higher and rounding down those .4 or less.

3 Final FY 2007 appropriations decisions for the Agency restored sufficient resources to the Agency's FY 2007 budget to allow
processing of 14,000 additional SSA hearings. The appropriations change requires an adjustment to the projected workloads
for FY 2007 compared to those shown in the FY 2007 column of the FY 2008 President’'s Budget and the Congressional
Justification for the Agency's budget. This number has been modified to reflect this action.
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Strategic Objective 1.2:

Increase employment for people with disabilities by expanding opportunities

Performance Indicator FY 2007 FY 2007 coal See
Goal Actual Achieved? Page #
44,611 Dat
1.2a | Number of DI and SSI beneficiaries, with tickets (80% above availaznguly 18D 62
PART | assigned, who work CY 2004 2008
baseline)
Number of SSI disabled beneficiari i t 261,560
umber o isabled beneficiaries earning a

1-2b | 1east $100 per month (10% over 259,701 ¥ 63

baseline)

Strategic Objective 1.3: Improve service through technology, focusing on accuracy, security, and efficiency

Performance Indicator FY 2007 FY 2007 Goal See
Goal Actual Achieved? Page #
1.3a | Percent of Retirement and Survivors Insurance
(RSI) claims receipts processed up to the 100%* 101%?2 1t 64
PART budgeted level
1.3b Sglﬂmlze the speed in answering 800-number 330 seconds 250 seconds 14 64
Optimize the 800-number busy rate for calls " 02 4
1.3c offered to Agents 10% 8% 65
1.3d | Maximize public use of electronic services to 3
KP| | conduct business with SSA 2,946,800 2,869,829 66
1.3e | Increase the percent of employee reports (W-2
forms) filed electronically and processed to 80% 8192 1+ 67
KPI completion
1.3f Percent of individuals who do business with SSA
KPI | rating the overall service as “excellent,” “very 83% 81% 4 68
PART good,” or “good”
0
Improve workload information using Social Complete 74% of SUMS 'Y
1.39 Security Unified Measurement System (SUMS) 4% OT SUMS projects 69
projects completed

! The budgeted level for FY 2007 was 3,837,000.
2 The actual number is rounded to the nearest whole number using the standard rounding convention of rounding up numbers
that are .5 or higher and rounding down those .4 or less.
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Strategic Goal 2: To protect the integrity of Social Security programs through superior
stewardship

Strategic Objective 2.1: Detect and prevent fraudulent and improper payments and improve debt

management
Performance Indicator FY 2007 FY 2007 Goal See
Goal Actual Achieved? Page #
2.1a | Number of Supplemental Security Income (SSI) 4+
Kp| | non-disability redeterminations processed 1,026,000 1,038,948 70
2.1b iodi i
Num_ber_ of per_lodlc CDRs processeql to _d_etermlne 729,000 764,852 14 71
KP| | continuing entitlement based on disability
2.1¢ | Percent of Supplemental Security Income (SSI) 95.7% O/P Data
payments free of overpayments (O/P) and . available July TBD 72
PART underpayments (U/P) 98.8% U/P 2008
Percent of outstanding Supplemental Security 0 ol
2.1d Income (SSI) debt in a collection arrangement 56% 52% ¥ 3
2. 1e | Percent of Old-Age, Survivors, and Disability 99.8% O/P Data
Insurance (OASDI) payments free of 0 available July TBD 74
PART overpayments (O/P) and underpayments (U/P) 99.8% U/P 2008
Percent of outstanding Old-Age, Survivors and
2.1f | Disability Insurance (OASDI) debt in a collection 44% 44% 1t 76
arrangement

Strategic Objective 2.2: Strengthen the integrity of the Social Security Number (SSN) issuance process to

help prevent misuse and fraud of the SSN and card

Performance Indicator FY 2007 FY 2007 coal see
Goal Actual Achieved? Page #
Percent of original SSNs issued that are free of Data
2.2a critical error 98% available TBD 77
Sept 2008
2.2b | percent of SSN receipts processed up to the ) 4+
KP| | budgeted level 96% 97% 8

Strategic Objective 2.3: Ensure the accuracy of earnings records so that eligible individuals can receive the

proper benefits due them

Performance Indicator FY 2007 FY 2007 coal See
Goal Actual Achieved? | Page #
Remove 3 percent of the earnings items that
2.3a | remain in the Earnings Suspense File (ESF) for a 1 3
- 3% 1% 79
PART | new tax year and post the earnings to the
correct earnings records

! The actual number is rounded to the nearest whole number using the standard rounding convention of rounding up numbers
that are .5 or higher and rounding down those .4 or less.
2 The budgeted level for FY 2007 was 18,000,000. The goal of 96% of the budgeted level was 17,280,000.
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Strategic Objective 2.4: Manage Agency finances and assets to link resources effectively to performance

outcomes
Performance Indicator FY 2007 FY 2007 coal See
Goal Actual Achieved? Page #
2.4a | Continue to achieve 2 percent, on average, 2% on 3
ST 1.89% 80
PART | annual productivity improvements average
2.4b
Disability Determination Service (DDS) case 1 3
KPI production per workyear (PPWY) 252 249 80
PART
2.4c i i
SSA hearings case production per workyear 106 101 3 81
PART | (PPWY)
0,
Enhance efforts to improve financial Complete ﬁ%&gf the
2.4d | performance using Managerial Cost 58% of MCAS projects 4 82
Accountability System (MCAS) projects completed
. e . . . Receive an Received an
Receive an unqualified opinion on SSA’s financial e e 4
2.4e - unqualified unqualified 83
statements from the auditors opinion opinion
Achieve a Achieved a
status score | status score
2.4f | Get to “green” on the President’s Management of “green” of “green” on 3 84
KP| | Agenda (PMA) initiatives status scores on five of four of five
five PMA PMA
initiatives initiatives

Strategic Goal 3: To achieve sustainable solvency and ensure Social Security programs meet the
needs of current and future generations

Strategic Objective 3.1: Through education and research efforts, support reforms to ensure sustainable
solvency and more responsive retirement and disability programs

] FY 2007 Goal See
Performance Indicator FY 2007 Goal Actual Achieved? Page #
Provide support to the Administration Eﬁ:iﬂ%iﬁ?silry:tliso;or
3.1a | and Congress in developing legislative and Condress on ke
proposals and implementing reforms to issues re%ated to y Completed 1+ 85
KPI' | achieve sustainable solvency for Social imol ina Social
Security implementing Socia
Security reforms
3.1p | !ssue annual SSA-initiated Social
PART Security Statements to eligible 100% 100% 1+ 86

individuals age 25 and older

! The actual number is rounded to the nearest whole number usi ng the standard rounding convention of rounding up numbers
that are .5 or higher and rounding down those .4 or less.
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Strategic Goal 4: To strategically manage and align staff to support the mission of the Agency

Strategic Objective 4: Recruit, develop, and retain a high-performing workforce

. FY 2007 Goal See
Performance Indicator FY 2007 Goal Actual Achieved? Page #
Identify skill and competency gaps
4.1a | Minimize skill and and develop an implementation
knowledge gaps in plan for addressing gaps in mission Completed 1+ 87
KPI' | mission-critical positions critical occupations - Actuaries and
Economists
Implement the Performance
Assessment and Communications
System, which is a multi-tiered
results-oriented performance
Align employee assessment system for General
performance with Agency | Schedule (GS) and Federal Wage
4.1b mission and strategic System employees below the GS-15 Completed t 88
goals or equivalent grade, and GS-15
employees who are covered by the
2005 SSA/American Federation of
Government Employees (AFGE)
National Agreement
Eg?ﬁ?f;gﬁ? F;Srogram to Develop methodology to evaluate
4.1c support future workforce selected elements of the SSA Completed 1t 89
needs recruitment strategy

INDIVIDUAL PERFORMANCE MEASURE RESULTS

SSA identifies performance measures that link to SSA’s mission and Agency objectives. This section of the report
provides SSA’s FY 2007 results for each individual performance and Program Assessment Rating Tool (PART)
measure. Included for each measure are the FY 2007 goal, the actual performance, and whether the goal was
achieved. This section aso includes an explanation of the corrective actions the Agency will take for those goals
that were not achieved. Established measures include historical data and trend charts for the past five years. For
new and revised measures, historical, and trend information is not provided. In cases where FY 2007 end-of-year
data are not yet available, an indication of when the final datawill be available is shown. For these measures, the
end-of-year datawill be provided in the FY 2008 PAR. Thisreport also includesfinal FY 2006 data for those
performance measures for which final data were not available when the FY 2006 PAR was released.
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Strategic Goal 1: To deliver high quality, citizen-centered service

Strategic Objective 1.1: Make the right decision in the disability process as early as
possible

1.1a — Percent of initial disability claims receipts processed up to the budgeted level

FY 2007 Goal: 100% (of receipts received up to the budgeted level*)
Performance: 100%**

Goal Achieved: Yes

*  The budgeted level for FY 2007 was 2,530,000.

** The actual number is rounded to the nearest whole number using the standard rounding convention of rounding
up numbers that are .5 or higher and rounding down those .4 or less.

Discussion: The Agency made significant progress in implementing the electronic disability process. Inlight of the
extensive growth in both the number and complexity of disability claims, major changes were made to provide
timely and accurate service. The electronic disability process eliminates the paper-based case folder that was
previously used in the disability process. All SSA components are now able work electronically to collect data,
develop and obtain medical information, make determinations and add information to a disability record. Because
disability cases are stored electronically, they can be accessed by SSA components at any time without having to
wait for the folder to arrive by mail. Thereisno longer a need to assemble and mail paper folders for most claims.
The electronic folder has also eliminated the cumbersome and time consuming steps of printing, filing, and
archiving paper folders and has allowed SSA to collect critical case data earlier in the claims process. Cases can be
receipted without keying data and medical evidence can be requested sooner. Data can be generated, validated, and
shared throughout the decision process.

In addition to the electronic disability process, the Agency isworking on other initiatives that will expedite the
disability decision. The Quick Disability Determination (QDD) process accel erates cases where thereis a high
probability that the claimant will be allowed benefits. The QDD will be implemented nationally in FY 2008.
Another initiative, Compassionate Allowances, will alow for the quick identification of diseases and other medical
conditions that will qualify the applicant for benefits. In these cases, allowances can be made as soon as the
diagnosisis confirmed or the other necessary medical evidenceis obtained. It isbelieved that, with both the QDD
and Compassionate Allowances initiatives, as many as 15 percent of the cases will benefit from an expedited
process. (Refer to Agency Challenges, I11. Improve the Disability Determination Service Process and Return to
Work page 22 for more information on the QDD Process.) Through the implementation of these new processes,
SSA is better positioned to meet future goals for this measure.

Trend: Thiswas anew measure for FY 2007.

Data Definition: The number of initia disability claims receipts processed in DDSs, including disabled dependents,
compared to the number of initial disability claimsreceived in afiscal year up to the budgeted level.

Data Source: National Disability Determination Services System and the Disability Operational Data Sore
Note: In the Annual Performance Plan for FY 2008 and Revised Final Performance Plan for FY 2007, the data

source was stated as the “ Social Security Unified Measurement System Operational Data Source”. This has been
clarified to show “National Disability Determination Services System and the Disability Operationa Data Store”.

54 | SSA FY 2007 PERFORMANCE AND ACCOUNTABILITY REPORT



PERFORMANCE SECTION

1.1b — Maintain the number of initial disability claims pending in the Disability Determination
Services (DDS) (at/below FY 2007 goal)

FY 2007 Goal: 577,000
Performance: 555,317

Goal Achieved: Yes

Discussion: The Agency’s ability to meet agoal for initial disability claims pending is dependent on the number of
disability claims received, available Agency resources, and the experience level of staff with the electronic disability
folder. Asone of SSA’sfastest growing core workloads, the Agency is proud to have been able to meet this goal.
Disability examiners and other personnel have become increasingly proficient at processing disability claims and the
use of the electronic folder has helped to reduce processing delays caused by organizing, mailing, locating, and
reconstructing paper folders. A process called the Independence Day Assessment (IDA) certification was designed
to verify whether a DDS site was ready to operate in afully electronic environment; and, as of January 4, 2007, all
DDS siteswere IDA certified. SSA’s ability to make accurate, consistent and timely disability decisions will be
further enhanced as employees gain increased proficiency during the move to electronic folders.

Trend: Maintain the number of initial disability
claims pending in the DDS (in thousands)
Fiscal Year Performance Goal Achieved? 650
2003 581,929 + 600 | A
2004 624,658 \ 4 550 | * * *
2005 560,529 L 500
2006 555,071 4 2003 2004 2005 2006 2007
Fiscal Year
2007 555,317 1t

Data Definition: DDS count of initial disability claims pending, including disabled dependents
Data Source: National Disability Determination Services System and the Disability Operational Data Store

Note: In the Annual Performance Plan for FY 2008 and Revised Final Performance Plan for FY 2007, the data
source was stated as “National Disability Determination Services System”. This has been clarified to show
“National Disability Determination Services System and the Disability Operational Data Store”.

1.1c — Number of SSA hearings processed

FY 2007 Goal: 555,000*
Performance: 547,951

Goal Achieved: No

* Final FY 2007 appropriations decisions for the Agency restored sufficient resources to the Agency's FY 2007
budget to allow processing of 14,000 additional SSA hearings. The appropriations change required an adjustment
to the projected workloads for FY 2007 compared to those shown in the FY 2007 column of the FY 2008
President's Budget and the Congressional Justification for the Agency's budget. This number has been modified
to reflect this action.

Discussion: Although SSA did not meet this goal, the Agency is continuing to make progressin its strategy of
moving to the electronic processing of hearings. The use of an electronic folder has eliminated the inefficient use of
resources for filing, retrieving, shipping, and otherwise moving paper folders throughout the disability process.
With the electronic folder, SSA has been able to improve efficiency by collecting case data early in the claims
process and eliminating keying of the same case data repeatedly throughout the disability process. Moretimeis,

SSA FY 2007 PERFORMANCE AND ACCOUNTABILITY REPORT | 55 |



PERFORMANCE SECTION

therefore, available for developing and deciding casesin atimely fashion. The Agency will continue to improveits
efficiency with regard to the hearings workload by:

e Hiring additional Administrative Law Judges (AL Js) and staff to support them,;
e Creating acentralized AL J staff to conduct video hearings for offices with the most need;

e Establishing attorney adjudicators to review cases early in the hearings process and issue favorable decisions
when appropriate;

e Mandating the use of the Findings Integrated Template, a decision-writing tool that offers a detailed decisional
outline for awide variety of claims; and

e Developing numerous enhancements to the hearing office electronic processing systems.

Refer to Agency Challenges, |V. Disability Insurance page 23 for more information about improving hearing office
procedures and reducing hearing office backlogs.

Trend:
Number of SSA hearings processed
Fiscal Year Performance Goal Achieved? (in thousands)
3 575
2003 493,923 550 /’.\ﬁ‘
2004 497,379 \ 4 525 ———
¥ 500 *
2005 519,359 475 © ‘ ‘ ‘ ‘
2006 558,978 ¥ 2003 2004 2005 2006 2007
2007 547,951 2 Fiscal Year

Data Definition: SSA hearings processed by the Office of Disability Adjudication and Review (ODAR)

Data Source: ODAR Case Processing and Management System

1.1d — Maintain the number of SSA hearings pending (at/below the FY 2007 goal)

FY 2007 Goal: 738,000*
Performance: 746,744

Goal Achieved: No

* Final FY 2007 appropriations decisions for the Agency restored sufficient resources to the Agency's FY 2007
budget to allow processing of 14,000 additional SSA hearings. The increase in appropriations required an
adjustment to the projected workloads for FY 2007 compared to those shown in the FY 2007 column of the
FY 2008 President's Budget and the Congressional Justification for the Agency's budget. The FY 2007 Goal was
changed to reflect this action.

Discussion: Receipts of hearing requests have increased at an unprecedented rate. Numerous factors, including
Administrative Law Judge and staffing shortages, have impacted SSA’s ability to keep up with the pace of the new
case receipts.

In addition to processing the high volume of new receipts, the Office of Disability Adjudication and Review has
been faced with the challenge of processing its large aged pending case workload. These cases require a
significantly greater amount of time to develop, analyze, and process than cases that have been pending for shorter
periods because of the expanse of time involved during the alleged period of disability in each aged case. In

FY 2007, the Agency was committed to processing the most aged cases before the close of the fiscal year and,
therefore, expended substantial resources for this cause. SSA’s focus on this effort resulted in the successful
processing of all but 108 of the 63,770 aged cases over 1,000 days old. Unfortunately, the Agency did not have
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sufficient resources remaining to keep up with the influx of new cases and keep the total number of hearings
pending below itstarget level.

Refer to Agency Challenges, IV. Disability Insurance page 23 for more information about improving hearings
pending.

Trend:
Maintain the number of SSA hearings
Fiscal Year Performance Goal Achieved? pending (in thousands)
‘ 800
2003 556,369 00 R /
2004 635,601 ‘ /
600 -
2005 708,164 1t
2006 715,568 1t >0
’ 2003 2004 2005 2006 2007
2007 746,744 \ 4 Fiscal Year

Data Definition: SSA hearings pending in the Office of Disability Adjudication and Review

Data Source: Case Processing and Management System

1.1e — Average processing time for initial disability claims

FY 2007 Goal: 88days
Performance: 83* days

Goal Achieved: Yes
Discussion: The timely processing of initial disability claimsisacritical aspect of SSA's service delivery to the
public. The Agency has made considerable progress over the past several years in reducing the time it takes to
processinitial disability claims. Thisyear’'s average processing time of just 83 daysis 14 percent less than the 97
daysit took in FY 2003. To achieve thishigh level of performance, the Agency has continued to improve the
disability claims process in both the SSA Field Offices and the State Disability Determination Services by
increasing the number of electronic folders and using the electronic signature proxy process. Additional
improvements in processing time are expected as employees gain increased proficiency in processing claims via
eDib.

Refer to Agency Challenges, |1. Management of the Disability Process page 21 for more information about how
SSA is addressing thisissue.

Trend: Average processing time for initial
disability claims (in days)

Fiscal Year Performance Goal Achieved? 98 \
94
2003 97 days * 1+
90 \
2004 95 days * 1t 86 S
\
2005 93 days * t 82 ‘
2006 83 days * Y 2003 2004 2005 2006 2007
Fiscal Year
2007 83 days * 1t

* The actual number is rounded to the nearest whole number using the standard rounding convention of rounding up
numbers that are .5 or higher and rounding down those .4 or less.
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Note: Thisisa Disability Insurance and Supplemental Security Income Program Assessment Rating Tool
performance measure.

Data Definition: Thisisthe fiscal year average processing time for Title Il (Social Security) and Title XVI (SSI)
claims combined. Processing time is measured from the application date (or protective filing date) to either the date
of the denial notice or the date the system compl etes processing an award.

Data Source: Social Security Unified Measurement System

Note: Alsoincludes“revised time,” “transit time,” and “Field Office, DDS, and Disability Quality Branch times,”
aswell as protective filings, awarded claims, medically denied claims, technically denied claims, and abbreviated
applications.

1.1f — Average processing time for SSA hearings

FY 2007 Goal: 524* days
Performance: 512 days

Goal Achieved: Yes

Discussion: Asof the beginning of FY 2007, SSA determined there were approximately 63,770 cases pending that
would bein the aged category of more than 1,000 days old by the end of the fiscal year. SSA decided the Agency
could best serve the public by focusing on these cases. Processing time is measured by the average length of time it
takes to process cases from the request-for-hearing date to disposition during the fiscal year. The Agency
recognized the processing time for these aged cases would inflate the overall average processing time for the fiscal
year and the goal was modified to compensate for this. The Agency has processed all but 108 of the 63,770 cases.
This represents a 99.8 percent reduction of this critical workload. Conseguently, although processing time for FY
2007 increased over that for FY 2006, SSA met its FY 2007 goal.

Refer to Agency Challenges, 1V. Disability Insurance page 23 for more information about SSA initiatives for
reducing average processing time.

Trend:
Average processing time for SSA hearings
Fiscal Year Performance Goal Achieved? (in days)
600
2003 344 days ** +
500 —
2004 391 days ** ¥ /
400
2005 415 days ** 1+ —
2006 483 days \ 4 300 ‘ ‘ ‘ ‘
2003 2004 _ 2005 2006 2007
2007 512 days 4 Fiscal Year

*  Asof FY 2006, SSA no longer processed Medicare hearings. Due to legislation, these Medicare hearings, which
were faster and easier to process, were transferred to the Centers for Medicare and Medicaid Services. Removal
of these cases from the SSA’s workload contributed to the increase in average processing time. Asaresult, the
FY 2007 goa was increased over the goals for prior years.

** FY 2003 — FY 2005 included Medicare and SSA hearings

Note: Thisisa Disability Insurance Program Assessment Rating Tool performance measure.
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Data Definition: The average elapsed time, from the hearing request date until the date of disposition for SSA cases
at the hearing level (disability and non-disability cases) processed during all months of the fiscal year.

Data Source: Case Processing and Management System

1.1g — Average processing time for hearings appeals

FY 2007 Goal: 242 days
Performance: 227 days

Goal Achieved: Yes

Discussion: SSA has taken proactive steps over the years to reduce the number of older claims that had accrued at
the Appeals Council, which has resulted in significant accomplishmentsin thisarea. In anticipation of increased
workloads in the coming year, the Appeals Council concentrated on significantly reducing the aged cases that are
pending thisfiscal year. Asaresult of thisinitiative, the overall processing timeis higher thisfiscal year than last.
However, by balancing workloads and identifying and clearing incoming cases ready for immediate processing, the
processing time remains well below the targeted level.

Trend: Average processing time for hearings
appeals (in days)
Fiscal Year Performance Goal Achieved? 325
2003 294 days L) 275 |
2004 251 days + 025 |
2005 242 days 1+ 175
2006 203 days + 2003 2004 2005 2006 2007
Fiscal Year
2007 227 days 1+

Data Definition: The 12-month average processing time for decisions on appeals of hearings. Monthly processing
timeis calculated as an average over the course of the fiscal year. Processing time begins with the date of the
request and ends when the disposition is entered into the Appeals Council Automated Processing System, which is
the date the decision is date stamped, released, and mailed.

Data Source: Appeals Council Automated Processing System

1.1h — Disability Determination Services (DDS) net accuracy rate (allowances and denials

combined)
FY 2006 Goal: 97%
Performance: 96%*
Goal Achieved: No
FY 2007 Goal: 97%
Performance: 97%* ** (through June 2007)

Goal to be Achieved: Yes

Discussion: The Agency has devoted substantial resources to improve the accuracy of theinitial State DDS
decisions. Therules and instructions for administering the disability adjudication process are very complex,
requiring years of experience before adisability examiner becomes fully proficient at evaluating claims. In

SSA FY 2007 PERFORMANCE AND ACCOUNTABILITY REPORT | 59 |



PERFORMANCE SECTION

FY 2007, the Agency continued to give training and support to the State DDS, providing not only disability training
programs on SSA’s website, but also devel oping the Enhanced Program Operations Manual System, a web-based
application. The Enhanced Program Operations Manual System is designed to assist DDS employeesin obtaining
up-to-date policy and procedural information. It contains step-by-step processing instructions, structures
information into small groups to make it easier for the DDS employee to use, and provides search capabilities that
limit the response to material relevant to the requestor’s job tasks and position.

In addition, SSA has continued to strengthen the working relationships with medical providers. The quality of these
relationships help the Agency ensure that the medical evidence to support the disability determination is complete
and received timely, both important elements of making a quality decision.

SSA has also conducted quality reviews by randomly selecting disability claim files and checking them for
consistency and quality. These quality reviews were expanded in FY 2007 to include both Social Security and
Supplemental Security Income claims. As of June 2007, SSA is on target to meet the FY 2007 goal.

Trend: DDS net accuracy rate
(allowances and denials combined)
Fiscal Year Performance Goal Achieved? (percent)
M 98% P
2003 96% *
97% »
2004 961% * ¥ 96% | o N . /
2005 96% * 4 95%
3 94%
0 *
2006 96% 2003 2004 2005 2006 2007
2007 97% * ** 1t Fiscal Year

*  The actual number is rounded to the nearest whole number using the standard rounding convention of rounding
up numbers that are .5 or higher and rounding down those .4 or less.

** The performance data shown for FY 2007 is based on performance through June 2007. Actua end-of-year data
will not be available until January 2008 and will be reported in the FY 2008 PAR.

Note: Thisisa Disability Insurance and Supplemental Security Income Program Assessment Rating Tool
performance measure.

Data Definition: Net accuracy is the percentage of correct initial State disability determinations and based on the
net error rate, i.e., the number of corrected deficient cases with changed disability decisions, plus the number of
deficient cases not corrected within 90 days from the end of the period covered by the report, divided by the number
of casesreviewed. Note: Deficient cases corrected after the 90-day period are still counted as a deficiency.

Data Source: Disability Quality Assurance Data Bases
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1.1i — Agency decisional accuracy rate (ADA)

FY 2006 Goal: 97%
Performance: 97%*

Goal Achieved: Yes

FY 2007 Goal: 97%
Performance: 97%* ** (through June 2007)

Goal Achieved: Yes

Discussion: The Agency uses this measure to target areas needing improved decisional accuracy. Thefinal
performance number for FY 2006 became available in January 2007 and the Agency achieved the goa of 97
percent. Asof June 2007, SSA ison target to meet the FY 2007 goal.

This measure portrays the Agency’ sinitial disability determination accuracy. It considersall corrective actions
taken in connection with SSA quality control reviews before afinal Disability Determination Service (DDS)
decision ismade on a case. This measure expands on measure 1.1h, DDS net accuracy rate, described on page 59,
asit includes correct decisions as well asincorrect DDS determinations that were corrected by SSA prior to the final
processing of the decision. Asa service measure, it demonstrates the high accuracy rate of SSA decisions and the
reliance that can be placed on those decisions.

Trend: Thiswas anew measure for FY 2005. Agency decisional accuracy rate (ADA)

(percent)
Fiscal Year Performance Goal Achieved? 99%
2005 97% * 1t 97% o 2 N
95%
2006 97% * 1 '
+ 93%
0f **
2007 97 2005 2006 2007
Fiscal Year

* The actual number isrounded to the nearest whole number using the standard rounding convention of rounding
up numbersthat are .5 or higher and rounding down those .4 or less.

** The performance data shown for FY 2007 is based on performance through June 2007. Actua end-of-year data
will not be available until January 2008 and will be reported in the FY 2008 PAR.

Data Definition: Agency decisional accuracy (ADA) estimatestotal errorsin al initial State agency disability
determinations based on the quality assurance sample review conducted in the Disability Quality Branches. Errors
are defined as those cases in which decisions change upon correction. The errors that are corrected in the regional
quality assurance and pre-effectuation reviews are subtracted from the total estimated errors. The remaining
uncorrected errors are the “incorrect” casesin ADA. The remaining correct cases divided by the total cases
represent ADA.

Data Source: Disability Quality Assurance Data Bases
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Strategic Objective 1.2: Increase employment for people with disabilities by expanding

opportunities

1.2a — Number of DI and SSI beneficiaries, with tickets assigned, who work

FY 2006 Goal: 22,483 (60% over CY 2003 baseline)
Performance: 49,682

Goal Achieved: Yes

FY 2007 Goal: 44,611 (80% over CY 2004 baseline)
Performance: Dataavailable July 2008*

Goal Achieved: To BeDetermined

Discussion: SSA exceeded the FY 2006 goa on this measure that supports the Agency’s service goal by assisting
disabled recipients to overcome the obstacles they may face when entering the workforce or returning to work.
Through the Agency’ s Ticket to Work program, beneficiaries receive avoucher or ticket that they can take to an
approved service provider of their choice. The provider, called an Employment Network, can be a private
organization or public agency that agrees to provide vocational rehabilitation, employment, and other support
services to help beneficiaries get and keep ajob. For those months where cash benefits stop because of work or
earnings, Employment Networks receive a percentage of the benefits that otherwise would have been paid to the
individual .

Asacritical element of the success of the Ticket to Work program, SSA has also devoted resources to the continued
education of employers and the public about the benefits of the program. One method of providing information to
beneficiaries has been through Work Incentive Seminar events, which bring together beneficiaries, employment
providers and other partnersin their local communities. Ten pilot Work Incentive Seminar events were conducted
in FY 2007.

In addition, SSA has proposed a new regulation that would improve the overall effectiveness of the programin
assisting people with disabilities who want to become more economically self-sufficient through employment.

Refer to Agency Challenges, 111. Improve the Disability Determination Service Process and Return to Work page 22
for more information about the Ticket to Work program.

Trend:
Number of DI and SSI beneficiaries, with
Calendar Year Performance Goal Achieved? tickets assigned, who work (in thousands)
2003 14,052 (CY 2003 baseline) 50 S

40 |
2004 24,784 (CY 2004 baseline) 30 /
2005 37,424 1+ ig l /

2006 49,682 t 2003 2004 ) 2005 2006 2007
2007 To Be Determined * Fiscal Year

* Actual datafor FY 2007 will not be available until July 2008 and will be reported in the FY 2008 PAR.

Note: Thisisa Disability Insurance and Supplemental Security Income Program Assessment Rating Tool
performance measure.
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Data Definition: Count the number of Disability Insurance, Supplemental Security Income, and concurrent
beneficiaries who have used their Ticket to sign up with an Employment Network or State VVocational Rehabilitation
Agency and who have recorded earnings in the Disability Control File (DCF) in any month of the calendar year.
The data are provided on a calendar year basis and reported in June of the following year.

Data Source: The “Verify Update Earnings Screen’s Work and Earnings Reports’ data field in the DCF.

1.2b — Number of SSI disabled beneficiaries earning at least $100 per month

FY 2007 Goal: 261,560 (10 percent over baseline)
Performance: 259,701

Goal Achieved: No

Discussion: SSA has a number of strategies and work incentivesto assist disabled Supplemental Security Income
(SS1) recipients in achieving economic independence and self-sufficiency. These strategies are guided by and
directly support the President’s New Freedom Initiative, a nationwide effort to eliminate the barriers that prevent
people with disabilities from engaging in productive work and fully participating in community life.

SSA recognizes the level of education, work experience, and capacity for work of the SS| population varies
considerably, and for many, transitioning into the workforce can be aslow process. Nevertheless, SSA will continue
to offer and promote work incentives that can help SSI recipients enter or re-enter the workforce in order to improve
the quality of their lives.

Refer to Agency Challenges, 111. Improve the Disability Determination Service Process and Return to Work page 22
for more information about SSA's initiatives designed to support people with disabilities engage in productive work
and fully participate in community life.

Trend: Number of SSI disabled beneficiaries
earning at least $100 per month (in

Fiscal Year Performance Goal Achieved? thousands)

2005 237,782 (baseline) 265

3 255 _—
2006 247,143 ot /
2007 259,701 4 235 ‘
2005 2006 2007
Fiscal Year

Data Definition: The number of working SSI disabled beneficiaries earning at least $100 per month. This measure
isintended to reflect the impact of all work incentives for SSI disabled beneficiaries. Effective FY 2005, SSA
averages the four fiscal year quarterly results to determine annual performance.

Data Source: SS Disabled Recipients Who Work report
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Strategic Objective 1.3: Improve service through technology, focusing on accuracy,

1.3a — Percent of Retirement and Survivors Insurance (RSI) claims receipts processed up to the
budgeted level

FY 2007 Goal: 100%*
Performance: 101%**

Goal Achieved: Yes
* The budgeted level for FY 2007 was 3,837,000.

** The actual number is rounded to the nearest whole number using the standard rounding convention of rounding
up numbers that are .5 or higher and rounding down those .4 or less.

Discussion: Asthe number of RSI beneficiaries continues to increase, the Agency makes every effort to fully utilize
the benefits that technology can bring to managing and expediting the processing of claims. Through advancesin
technology, the public can now view retirement benefit estimates, file for retirement benefits online, and virtualy
sign an application over the Internet, thereby eliminating the need for a beneficiary to visit an SSA Field Office. In
May 2007, SSA’s Strategic Internet Claims Workgroup introduced a five-year strategic plan to further improve the
Internet application process for RSI claims. The implementation of this plan will result in a sophisticated user-
centered collection of easy-to-use claims services for the public filing for claims online.

Refer to Agency Challenges, VII. Service Delivery and Electronic Government page 25 for more information. As
the trend of online service expands over the next decade, SSA faces the challenge of providing cost-effective
electronic service ddlivery.

Trend: Thiswas anew measure for FY 2007.
Note: Thisisan Old-Age and Survivors Insurance Program Assessment Rating Tool performance measure.

Data Definition: In the Regional Offices, Field Offices, Immediate Claims Taking Units, and Office of Central
Operations, the number of initial claimsfor retirement, survivors, and Medicare processed compared to the number
of initial claims for retirement, survivors, and Medicare received in afiscal year up to the budgeted level. This
includes totalization claims.

Data Source: Social Security Unified Measurement System Operational Data Source

1.3b — Optimize the speed in answering 800-number calls

FY 2007 Goal: 330 seconds
Performance: 250 seconds

Goal Achieved: Yes

Discussion: To “optimize” the speed in answering these calls, SSA intends to make this process operate at its most
effective without negatively impacting the “busy rate” goal in measure 1.3c. Average speed of answer is affected by
avariety of factors, including the number of available agents, the average handle-time per call, and the wait
tolerance of callersto remain on hold.

Anticipating increases in call volume, SSA continues to use technology advances to improve service delivered by
the National 800-Number Network. For instance, in FY 2007, SSA implemented Screen Splash using speech
technology to collect identifying information from callers. Thisinformation isthen displayed on the agent’s
workstation, subsequently reducing call handle-time and increasing overall accuracy. Likewise, speech-enabling
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technology has increased the National 800-Number Network efficiency by reducing the time callers spend
navigating through menu prompts. Speech technology is currently being used to automate workloads that were once
handled manually.

Optimize the speed in answering

Trend: Thiswas anew measure for FY 2005. 800-number calls (seconds)
. . 375

Fiscal Year Performance Goal Achieved? 395

2005 296 seconds L) 275 — .

—,
2006 278 seconds 1+ 225 :
2007 250 seconds 1 5 2005 2006 2007
Fiscal Year

Data Definition: The answer wait time of all calls divided by all calls answered by agents. Wait time begins from
the time the call is placed in queue and ends when an agent answers. Callsthat go straight to an agent without
waiting in the queue have a zero wait time but are included in the average speed of answer (ASA) calculation. ASA
does not include callers who hang up after being in the queue.

Data Source: Report generated by Cisco router software

1.3c — Optimize the 800-number busy rate for calls offered to Agents

FY 2007 Goal: 10%
Performance: 8%*

Goal Achieved: Yes

Discussion: To “optimize” the 800-number busy rate, SSA intends to make this process function at its most
effective without negatively impacting the “average speed of answer” goal in measure 1.3b. The agent busy rate is
affected by avariety of factors, including the number of available agents, the average handle-time per call, and the
wait tolerance of callersto remain on hold.

In anticipation of increasesin call volume, SSA continues to use technological advances to improve service
delivered by the National 800-Number Network. For instance, in FY 2007, SSA implemented Screen Splash using
speech technology to collect identifying information from callers. Thisinformation isthen displayed on the agent’s
workstation, subsequently reducing call handle-time and increasing overall accuracy.

Similarly, speech-enabling technology has increased the National 800-Number Network efficiency by reducing the
time callers spend navigating through menu prompts. Speech technology is currently being used to automate

workloads that were once handled manualy. In addition, the National 800-Number consists of several self-service
applications that allow callers to complete transactions without speaking to an agent or encountering a busy signal.

Optimize the 800-number busy rate for calls

Trend: Thiswas anew measure for FY 2005. offered to Agents (percent)

0y
Fiscal Year Performance Goal Achieved? 14%
12% A

2005 10% * f 10% /\
2006 120 * ¥ 8% ~.

2007 8% * 1 5 2005 2006 2007
Fiscal Year
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* The actual number is rounded to the nearest whole number using the standard rounding convention of rounding up
numbers that are .5 or higher and rounding down those .4 or less.

Data Definition: Number of busy messages divided by number of calls offered to agents (displayed as a
percentage). A busy message is the voice message a caller receives when no agent is available to answer the call
because the queue has reached its maximum capacity of waiting calls. When this happens, the person is asked to
call back later.

Data Source: Report generated by Cisco router software

1.3d — Maximize public use of electronic services to conduct business with SSA

FY 2007 Goal: 2,946,800
Performance: 2,869,829

Goal Achieved: No

Discussion: At the end of FY 2007, ten of the 17 applicationsincluded in this measure met or exceeded the goal for
that application. A major systems outage, from November 20-25, 2006 negatively impacted usage, resulting in
approximately 25,000 fewer transactions than the previous month. The public’s use of electronic services made a
dlight rebound in the month of December, but the overall performance of this measure did not consistently sustain a
usage growth to offset the November loss. For the second year in arow, usage fell slightly below the goal set for the
growth in electronic services, ending FY 2007 at 97 percent of the goal.

The performance of the electronic service measure cannot be influenced by shifting workloads or resources. This
measure is dependent upon public usage of the Agency’ s electronic services. The Agency continues to dedicate
resources to increasing the availability and usage of electronic services for the public. Not only are workloads
escalating at arapid pace, but the expectations of the American public are changing to expect more servicesto be
available through non-traditional means. The technologies that enable service improvement are rapidly evolving;
and, over the course of the next few years, technological advanceswill increase the number of applications available
to telephone and Internet users. SSA isin the process of implementing aformal plan to dramatically increase the
use of electronic services, especially with regard to online retirement claims filed by the baby boom generation.
Encouraging the public to make full use of these emerging technologies is a critical component to the Agency’s
success in maintaining the level of service that the public expects and deserves.

Trend: Thiswas anew measure for FY 2007.

Data Definition: Thisindicator consists of an aggregate measure of representative electronic transactions the public
performs with SSA, such as applying for benefits and updating beneficiary information. Application counts for
electronic services represent only fully successful transactions. Asthisindicator isfor transactions, it does not
include public use of SSA electronic screening tools. The following are included in the count of transactions:

e Internet Social Security Benefit Application includes:

» Retirement Application (effective 11/00)

»  Spouse Application (effective 3/01)

» Disability Application (effective 1/02)

Proof of Income Letter — Internet (effective 3/99)

Proof of Income Letter — 800# voice enabled (effective 7/04)
Medicare Replacement Card — Internet (effective 7/00)

Medicare Replacement Card — 800# voice enabled (effective 4/01)
Change of Address— Internet Password based (effective 4/01)
Change of Address— Internet Knowledge based (effective 2/04)
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e Change of Address — 800# voice enabled (effective 7/05)

e Change of Direct Deposit -- Internet (effective 8/01)

e Change of Direct Deposit — 800# voice enabled (effective 7/05)

e Internet 3368 Work History and Disability Report (effective 8/02)

e Internet 3368PRO Work History and Disability Report (effective 2/05)
e Internet 3441 Disability — All Types (effective 2/04)

¢ Internet 3820 Disability — Child (effective 11/03)

e Internet Replacement 1099 (effective 3/99)

Data Source: Executive and Management Information System; Title 11 Internet Claims Report.

1.3e — Increase the percent of employee reports (W-2 forms) filed electronically and processed to
completion

FY 2007 Goal: 80%
Performance: 81%*

Goal Achieved: Yes

Discussion: Through a series of process and service initiatives, SSA has steadily increased the percent of W-2sfiled
electronically from 53 percent in FY 2003 to 81 percent in FY 2007; an overall increase of 53 percent. Electronic
Wage Reporting simplifies the employer wage reporting process by allowing employers to submit employee wage
reports online.

In FY 2007, SSA continued to offer W-2 Online, which gives employers the ability to submit wage reports online
and allows employersto print copies of the W-2 forms for their employees. In FY 2007, the W-2 Online service was
used to submit 208,499 employer reports and the Agency began a pilot of the Electronic Wage Reporting Web
Service, allowing employers to submit W-2s without manual intervention.

In addition, the Agency aggressively continued outreach efforts to employers and employer associations to increase
electronic wage reporting and improve the accuracy of wage reports.

Refer to Agency Challenges, VII. Service Delivery and Electronic Government page 25 for more information about
the Electronic Wage Reporting Web Service and W-2C Online.
Increase the percent of employee reports
Trend: (W-2 forms) filed electronically and
processed to completion

Fiscal Year Performance Goal Achieved? 90%
2003 530% * 1+ 75%
f 60% -
0,
2004 60% 5% ‘ | | |
2005 66% f 2003 2004 2005 2006 2007
2006 75% * * Fiscal Year
2007 81% * 1+

* The actual number is rounded to the nearest whole number using the standard rounding convention of rounding up
numbers that are .5 or higher and rounding down those .4 or less.
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Data Definition: This percent isthe number of W-2s filed electronically and processed to completion for atax year,
divided by the total number of W-2s for that tax year processed to completion by the end of the processing year
(mid-January).

Note: “Processed to completion” means that the W-2 was not rejected in the process — earnings were either posted
to an individual earnings record or updated to the Earnings Suspense File.
Data Source: Earnings Management Information Operational Data Store reports

1.3f — Percent of individuals who do business with SSA rating the overall service as “excellent,”
“very good,” or ““good”

FY 2007 Goal: 83%
Performance: 81%

Goal Achieved: No

Discussion: SSA conducts several surveys during the fiscal year to evaluate various aspects of the Agency’s
service. The combined results of the surveys produce the overall service satisfaction score. Asthe workloads of the
Agency increase, public perception of the quality of the service provided by the Agency is carefully monitored. The
results of these surveys allow SSA to identify the specific aspects of service where improvement would have the
greatest impact on overall satisfaction.

The Agency’s primary strategy is to improve service through the use of technology. For example, SSA is
continually refining the speech recognition system on its 800-number to improve telephone access and better assist
callerswith their business. Asaresult, more calls can be handled to completion through automation. The Agency
continually reassesses the types of services offered electronically, both on the Internet and via the 800-number, to
identify opportunities for expanding and refining those services to reach alarger segment of the public. Expanded
use of electronic services for more routine transactions will enable more staff time to be devoted to customers with
more complex service needs.

The public aso benefits from technological enhancements the Agency has developed for use by its employeesin
Field Offices, Teleservice Centers, and Hearing Offices. These enhancements include automated wage reporting,
the Visitor Intake Program, electronic folders, video hearings, Immediate Claims Taking Units, eWork, and
employment verification programs. By instituting these policy and systems enhancements, the Agency reduces
customer waiting times, expedites claims processing, and improves overall service delivery for the public's
convenience.

The Agency has devoted significant resources to ensure its web services rank among the best in Government.
American Customer Satisfaction Index (ACSI) surveys are widely used in both the Federal and private sectorsto
measure public satisfaction with features of websites. The surveys provide agencies with standard, statistical
measurements of public satisfaction. On September 2007, the third quarter Federal ACSI scores were released and
SSA received top scores. The Internet Social Security Benefits Application topped all Federal websites with a score
of 88, whereas the Medicare Prescription Plan Drug Costs Application followed closely with a score of 87. Thisis
the fourth consecutive quarter these applications have led the way for Federal e-Commerce and transactions
websites. Further, these two applications, together with SSA’s Business Service Online and SSA’ s Retirement
Planner, captured four of the top six spotsin the e-Commerce category. SSA’s aggregate score (80 for six surveys)
was the second highest among all Federal agencies running multiple surveys.
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Trend: Percent of individuals who do business with
SSA rating the overall service as
Fiscal Year Performance Goal Achieved? "excellent," "very good," or "good"
90%
2003 85% * 1+
85% N _ R
2004 84% * L —+ '\‘\.‘
80%
2005 85% ) '
75%
2006 82% \ 4 '
‘ 2003 2004 2005 2006 2007
2007 81% Fiscal Year

* The actual number is rounded to the nearest whole number using the standard rounding convention of rounding up
numbers that are .5 or higher and rounding down those .4 or less.

Note: Thisisan Old-Age and Survivors Insurance Program Assessment Rating Tool performance measure.

Data Definition: Percent of respondents who rate overall service as “good,” “very good,” or “excellent” on a
6-point scale ranging from “excellent” to “very poor” divided by the total number of respondents to that question.

Data Source: SSA’s annual surveys of 800-number callers (based on contacts sampled from all 800-number sites
throughout March); Field Office callers (based on contacts sampled from randomly selected Field Offices
throughout April); Field Office and hearings office visitors (based on contacts sampled from randomly selected
offices over an eight-week period from July to September).

1.3g — Improve workload information using Social Security Unified Measurement System (SUMS)

FY 2007 Goal: Complete 74% of SUMS projects
Performance: 74% of SUMS projects completed

Goal Achieved: Yes

Discussion: SUMS projects are intended to improve the quality of management information on all workloads
processed throughout SSA. The implementation of SUMS provides Agency level and component level workload
counts and employee time consistently regardless of where the work is performed. The system stores the data
required to make business decisions or to ensure compliance with regulations. SUMS reports are available online
through aweb-based portal. Reports include workload listings, performance reports, and other vital information.
SUMS isakey enabler in monitoring and reporting on Agency progress in achieving goals and objectives.

Existing component-specific work measurement systems will be replaced by a unified system in which decisions to
move workloads among components are handled automatically.

The Agency will continue to dedicate resources to the SUMS initiatives until full implementation is achieved.
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Trend: Thiswas anew measure for FY 2005. Improve workload information using Social
Security Unified Measurement System

(SUMS) (percent)

Fiscal Year Performance Goal Achieved? 80%

2005 42% ¥ 70% "

2006 66% 1t
. 50%
2007 74% 0%

2005 2006 2007
Fiscal Year

Data Definition: SUMSisaseries of projects that provides improved workload control and management
information. Each project consists of multiple releases. A methodology which weightsindividual projectsto create
a combined percentage is used to track the overall completion of thisinitiative. Thisformula scores the deliverables
within each project, which includes the creation of the SUMS data store, control listings, performance measures, and
SUMS counts. Completion percentages are also attributed to cross cutting projects, including Time Allocation and
the Customer Service Record, to derive an overall SUMS completion percentage.

Data Source:  SUMS/Managerial Cost Accountability Systems (MCAS) project plan; reports to the SUMS/MCAS
Executive Steering Committee on systems releases and the status of projects under devel opment.

Strategic Goal 2: To protect the integrity of Social Security programs through
superior stewardship

Strategic Objective 2.1: Detect and prevent fraudulent and improper payments and
improve debt management

2.1a — Number of Supplemental Security Income (SSI) non-disability redeterminations processed

FY 2007 Goal: 1,026,000
Performance: 1,038,948

Goal Achieved: Yes

Discussion: SSA has reduced some of its stewardship activitiesin order to devote necessary resources to service
delivery. Although there were limited Agency resources to work this cost-effective program integrity workload,
SSA was able to meet the redetermination goal for FY 2007. The redetermination process provides adirect link to
the Agency’s stewardship. These periodic reviews of non-medical factors, such asincome and resources, are
conducted to ensure that SSI beneficiaries remain eligible for payments and are receiving the benefits to which they
aredue. Redeterminations result in both overpayments being collected or prevented and in underpayments being
paid or prevented. Overall, SSA saves approximately $7 for every $1 spent in processing redeterminations.

SSA has taken the initiative to simplify the SSI redetermination process for both the public and Agency employees
handling these cases. One such project is the Access to Financial Information project, which is discussed on page
24 of Agency Challenges, V1. Improper Payments and Recovery of Overpayments. This system automates access to
financial institution data. SSA expectsto significantly reduce incorrect SSI payments caused by excess financial
account resources through this project. SSA also piloted an automated tel ephone-based monthly wage-reporting
method for workers at risk for wage-related overpayments. SSA continues to improve this automated process so
that it can support more callers and eventually provide a national means of fully automated SSI wage reporting.
Although these and other systems enhancements are contributing to the Agency’ s ability to manage this workload,
resource constraints have reduced the number of SSI non-disability redeterminations processed.
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Trend: Thiswas anew measure for FY 2007 as aresult of expanding the data definition to include targeted
redeterminations. Historical dataisimmaterial because it does not include targeted redeterminations.

Data Definition:  All non-disability eligibility redeterminations of SSI beneficiaries that are processed to
completion resulting from diary actions (scheduled), those initiated as aresult of events reported by beneficiaries
(unscheduled), and targeted redeterminations.

Data Source: Redetermination Service Delivery Objective Report, Post-éligibility Data Warehouse

2.1b — Number of periodic CDRs processed to determine continuing entitlement based on disability

FY 2007 Goal: 729,000
Performance: 764,852

Goal Achieved: Yes

Discussion: SSA conducts Continuing Disability Reviews (CDRS) as a method to ensure the integrity of the
disability program. Overall Agency resource constraintsin FY 2007 required SSA to make adjustments to program
integrity workloads so the Agency could focus on maintaining service levels. Despite limited Agency resourcesto
perform this cost-effective program integrity workload, SSA was able to meet the CDR goal for FY 2007, CDRs are
used to determine whether beneficiaries continue to be entitled to benefits based on their current medical condition
and, as such, are akey activity for protecting the integrity of Social Security programs.

Although SSA achieved this goal and saves $10 for every $1 spent in conducting CDRs, the number of CDRs the
Agency has been able to process dropped dramatically in FY 2007 due to resource constraints. Given these
constraints and recognizing the value of prioritizing CDR cases as efficiently as possible, SSA continues to make
improvements to the CDR process. In June 2007, SSA implemented Medical Diary Profiling for new Disability
Determination Services awards and CDR continuances. Medical Diary Profiling extends the benefits of statistical
modeling to the front end of the disability process. In doing so, it creates greater precision and more uniformity in
medical re-examination diaries while increasing efficiencies in managing CDR workloads. SSA also began to
process CDRs using an electronic folder in June 2007. These electronic records will ensure that the Agency has an
individual’s medical information readily available for future CDRs.

Trend:
Number of periodic CDRs processed to
Fiscal Year Performance Goal Achieved? determine continuing entitlement based
on disability (in thousands
2003 1,371,255 L) 1,700 v )
1.450 N
’ /
2004 1,604,680 L) 1200 \\\
2005 1,515,477 L) 950 N
+ 700 ‘
2
006 1,337,638 2003 2004 2005 2006 2007
2007 764,852 t Fiscal Year

Data Definition: Count includes periodic reviews and other CDRs processed by the Disability Determination
Services and mailers not requiring medical reviews.

Data Source: Disability Operational Data Sore and the CDR tracking files

Note: The FY 2007 goal of 729,000 includes 198,000 medical CDRs and 531,000 CDR mailers not requiring
medical review.
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2.1c — Percent of Supplemental Security Income (SSI) payments free of overpayments (O/P) and
underpayments (U/P)

FY 2006 Goal: Overpayment accuracy: 95.4%
Underpayment accuracy: 98.8%

Performance: Overpayment accuracy: 92.1%
Underpayment accuracy: 97.8%

Goal Achieved: Overpayment accuracy: No
Underpayment accuracy: No

FY 2007 Goal: Overpayment accuracy: 95.7%
Underpayment accuracy: 98.8%

Performance: Overpayment accuracy: (Dataavailable July 2008)**
Underpayment accuracy: (Dataavailable July 2008)**

Goal Achieved: Overpayment accuracy: To Be Determined**
Underpayment accuracy: To Be Determined**

Discussion; SSA has had to make difficult decisions about where to use limited Agency resources in order to best
serve the public. Consequently, SSA has reduced some of its stewardship activitiesin order to devote necessary
resources to service delivery.

A large part of this performance measure is addressed through the SSI redetermination process. Initial payments are
based on projections, such as future earnings, that must later be verified and a determination made as to the accuracy
of the payment amount. This links the success of this performance measure to 2.1a- Number of Supplemental
Security Income (S3) non-disability redeterminations processed. Refer to the discussion under 2.1a on page 70 of
this section for more information on the non-disability redeterminations processed.

In addition, this performance measureis linked to SSA’s projects in the President’ s Management Agenda program
initiative, “Eliminating Improper Payments.” Refer to the Improper Payments Information Act of 2002 Detailed
Report on page 186 and Agency Challenges, VI. Improper Payments and Recovery of Over payments on page 24 for
more information on the Agency’s efforts to reduce improper payments.

Trend:
Fiscal Year Performance Goal Achieved?

2003 O/P: 93.9% *

U/P: 98.8% * Percent of SSI payments free of

, overpayments (O/P) and
2004 O/P: 93.6% *

U/P: 98.7% *

100% underpayments (U/P)
0

A "

CE e e e
[

97% - —h—, Underpayments
. 0f *
2005 O/P: 93.6% 94% . .
U/P: 98.6% * 91% v‘\O Overpayments
2006 O/P: 92.1% 2003 2004 2005 2006 2007
U/P: 97.8% Fiscal Year
2007 O/P: To Be Determined **

U/P: To Be Determined **

The actual number isrounded to the nearest tenth using the standard rounding convention of rounding up
numbers that are .05 or higher and rounding down those .04 or less.
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** Actual datafor FY 2007 will not be available until July 2008 and will be reported in the FY 2008 PAR.
Note: Thisisa Supplemental Security Income Program Assessment Rating Tool performance measure.

Data Definition: The SSI payment accuracy rate free of overpayments and underpayments is determined by an
annual review of a statistically valid sample of the beneficiary rolls; i.e., the findings are representative of the
universe of the payments issued with 95 percent precision and confidence levels of +/- 1.0 percent for O/P and

+/- .05 percent for U/P. Separate rates are determined for overpayment error dollars and underpayment error dollars.
The accuracy rates are computed by dividing error dollars by the total dollars paid for the fiscal year. This
percentage is subtracted from 100 percent to determine the accuracy rate. The current measuring system captures
the accuracy rate of the non-medical aspects of eligibility for SSI payment outlays.

Note: In the Annual Performance Plan for FY 2008 and Revised Final Plan for FY 2007, the Data Definition was
incorrect in that it included projected confidence levels. The confidence level for each fiscal year cannot be
determined until the review has been completed. The Data Definition now includes the FY 2006 confidence levels
of +/- 1.0 percent for O/P and +/- 0.5 percent for U/P.

Data Source: SS Stewardship Report

Note: The SSI payment accuracy (stewardship) report is based on a monthly sample of SSI (Title XV1) cases
randomly selected from the SSI payment rolls consisting of all recipientsin current pay status. Sampled cases are
reviewed for non-medical factors of eligibility and, in each case, the recipient or representative payee isinterviewed
(usualy during in-home visits), collateral contacts are made as needed, and all factors of €ligibility are redevel oped
as of the sample month. The stewardship data are reported on afiscal year basis (targeted for June 30 of the year
following the year of review) and provide an overall accuracy measurement of the paymentsto all recipients
currently on the SSl rolls.

2.1d — Percent of outstanding Supplemental Security Income (SSI) debt in a collection arrangement

FY 2007 Goal: 56%
Performance: 52%*

Goal Achieved: No

Discussion: One of SSA’s critical stewardship obligations can be found in the President’ s Management Agenda
(PMA) program initiative Eliminating Improper Payments. The Agency has an obligation to the public to ensure
that SSA’s funds are paid to the proper person and in the correct amount. When erroneous payments are made, it is
an equal priority for SSA to collect moniesthat were overpaid. The collection of this debt is an important element
of the Agency’s plan under this PMA initiative.

Overall Agency resource constraintsin FY 2007 required SSA to make adjustments to program integrity workloads
so the Agency could focus on maintaining service levels. Asaresult of these changes, the FY 2007 SSI debt
collection goal was not met. Nevertheless, SSA has an aggressive debt recovery program which includes:

e Using anew debt collection measurement tool that enables the Agency to better target those portions of its debt
portfolio that can be collected;

e Withholding of ongoing and retroactive SSI payments;

e Continuing cross-program recovery of SSI debt from Social Security benefits;

e Recovering overpayments through offsets to Federal tax refunds and other Federal payments;
e Reporting to credit bureaus;

e Exercising authority to hold representative payees liable for overpayments caused by incorrect payments to
deceased beneficiaries; and

e Requesting employersto offset the wages of delinquent debtors.
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Severa plansto enhance the Agency’s ability to collect debt are in development, such as charging interest on
outstanding debt and the referrals of casesto private collection agencies.

Trend: Percent of outstanding SSl debtin a
. . llecti t
Fiscal Year Performance Goal Achieved? coflection arrangemen
. f 58%
2003 55% 56% —_—
54% *
Op * ** ‘ v\’_‘\‘
2004 54% 5205 -
2005 53% * L 50%
2006 530 * ¥ 2003 2004 2005 2006 2007
Fiscal Year
2007 529 * \ 4

* The actual number isrounded to the nearest whole number using the standard rounding convention of rounding
up numbers that are .5 or higher and rounding down those .4 or less.

** The data reported from October 2003 through April 2004 was incomplete and could not be accurately

recalculated. The actual FY 2004 performance represents cumulative data from May 2004 through September
2004 only.

Data Definition: The percent of outstanding SSI debt that is scheduled for collection by benefit withholding or
installment payment. The rate is expressed as the average for the year, i.e., the percent is calculated monthly and the
annual performanceis derived by averaging the results for the most recent 12 months. Outstanding SSI debt is
grouped into four main categories: newly established debt; debt that involves a current due process request, such as
waiver; debt that isin acollection arrangement; and debt that is not in a collection arrangement. The percent of debt
in a collection arrangement is computed by dividing the dollarsin that category by the total dollar amount of
outstanding debt in all four categories.

Note: Datais shown as a 12-month rolling average.

Data Source: Supplemental Security Record
2.1e — Percent of Old-Age, Survivors and Disability Insurance (OASDI) payments free of
overpayments (O/P) and underpayments (U/P)

FY 2006 Goal: Overpayment accuracy: 99.8%
Underpayment accuracy: 99.8%

Performance: Overpayment accuracy: 99.7%*
Underpayment accuracy: 99.9%*

Goal Achieved: Overpayment accuracy: No
Underpayment accuracy: Yes

FY 2007 Goal: Overpayment accuracy: 99.8%
Underpayment accuracy: 99.8%

Performance: Overpayment accuracy: (Dataavailable July 2008)**
Underpayment accuracy: (Dataavailable July 2008)**

Goal Achieved: Overpayment accuracy: To Be Determined**
Underpayment accuracy: To Be Determined**
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Discussion: SSA isacommitted steward of the Social Security OASDI Trust Funds. In FY 2006, the Agency
exceeded its underpayment accuracy goa and has continued to make steady progress toward its overpayment
accuracy goal. Although the overpayment accuracy rate ended the year below the FY 2006 goal, the difference of
0.1 percent is not statistically significant and the steady improvement in the percentage of overpayment accuracy
since FY 2004 trangates into millions of dollars saved.

SSA continues to implement initiatives with the potential to improve payment accuracy. In FY 2007, the Agency
expanded the devel opment of the two following applications to help address overpayments:

o eWork, an automated system that controls and processes Continuing Disability Reviews, and
e ¢Vital, an electronic process that enables timely receipt of accurate information on the death of individuals.

Refer to Agency Challenges, VI. Improper Payments and Recovery of Over payments pages 24 and 25 for more
information on eWork and eVital.

To the extent that future resources will allow, the Agency will persist in the development of new strategiesto
improve the overpayment accuracy rate.

Trend:

Fiscal Year Performance Goal Achieved?

2003 0/P- 99.8% * Percent of OASDI payments free of
1 99.8%

U/P: 99.9% *

overpayments (O/P) and
underpayments (U/P)

100.0%
2004 O/P: 99.5% * 9.6% f\; ;/A Underpayments
U/P: 99.8% * 99, 6% \\// Overpayments
2005 O/P: 99.6% * 99.4% ‘ T

U/P: 99.8% * 2003 2004 2005 2006 2007

2006 O/P: 99.7% * Fiscal Year

U/P: 99.9% *

> e DD E DD

2007 O/P: To Be Determined**
U/P: To Be Determined*

* The actual number is rounded to the nearest tenth using the standard rounding convention of rounding up
numbers that are .05 or higher and rounding down those .04 or less.

** Actua datafor FY 2007 will not be available until July 2008 and will be reported in the FY 2008 PAR.
Note: Thisisan Old-Age and Survivors Insurance Program Assessment Rating Tool performance measure.

Data Definition: OASDI payment accuracy rate is determined by an annual review of a statistically valid sample of
the beneficiary rolls; i.e. the findings are representative of the universe of the payments issued with 95 percent
precision and confidence limits of +/-0.2 percent for overpayments and +/-0.1 percent for underpayments. Separate
rates are determined for overpayment error dollars and underpayment error dollars. The accuracy rates are
computed by dividing error dollars by the total dollars paid for the fiscal year. This percentage is subtracted from
100 percent to attain the accuracy rate.

Note: Inthe Annual Performance Plan for FY 2008 and Revised Final Plan for FY 2007, the Data Definition was
incorrect in that it included projected confidence levels. The confidence level for each fiscal year cannot be
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determined until the review has been completed. The Data Definition now includes the FY 2006 confidence levels
of +/-0.2 percent for overpayments and +/-0.1 percent for underpayments.

Data Source: OASDI Stewardship Report

Note: The basis of the Retirement and Survivors Disability Insurance (RSDI) payment accuracy (stewardship)
report is a monthly randomly selected sample of cases from RSDI payment rolls of all beneficiariesin current pay
status. The cases are reviewed for non-medical factors of digibility and, for each case, the beneficiary or
representative payeeis interviewed (75 percent by phone and 25 percent by home visit), collateral contacts are
made, as needed, and all factors of eligibility are redeveloped for the current sample month.

2.1f — Percent of outstanding Old-Age, Survivors and Disability Insurance (OASDI) debt in a
collection arrangement

FY 2007 Goal: 44%
Performance: 44%*

Goal Achieved: Yes

Discussion: Aswith the Percent of outstanding Supplemental Security Income (S3) debt in a collection
arrangement performance measure, the collection of the debt incurred when an improper OASDI payment is made
is part of the Agency’s plan under the President’ s Management Agenda Eliminating I mproper Payments program
initiative.

Through arigorous debt collection program, SSA is committed to making every effort to recover OASDI Trust Fund
monies incorrectly paid out. The Agency’s successin meeting this goal can be attributed to the hard work of its
employees in conjunction with several debt collection techniques, including:

e Recovering overpayments through an offset to Federal tax refunds and other Federal payments;

e |dentifying and resolving overpayments received by representative payees on the record of deceased OASDI
beneficiaries;

e Requesting employersto offset the wages of delinquent debtors;

e Withholding ongoing and retroactive OASDI benefits;

o Referring delinquent debts to credit bureaus; and

e Using anew debt collection measurement tool that enables the Agency to better target those portions of its debt
portfolio that can be collected.

Trend:
Percent of outstanding OASDI debtin a
Fiscal Year Performance Goal Achieved? collection arrangement
2003 40% * 1t 45%
L a3 .//
0p * A a
2004 42% o . v
2005 420% * L) 39% ‘
2006 42% * A 4 2003 2004 2005 2006 2007
2007 44% * f Fiscal Year

* The actual number is rounded to the nearest whole number using the standard rounding convention of rounding up
numbers that are .5 or higher and rounding down those .4 or less.
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Data Definition: Thisisthe percent of outstanding OASDI debt that is scheduled for collection by benefit
withholding or installment payment. Therateis expressed as the average for the year, i.e., the percent is calcul ated
monthly and the annual performance is derived by averaging the results for the most recent 12 months. Outstanding
OASDI debt is grouped into four main categories: newly established debt; debt that involves a current due process
request such as waiver; debt that isin a collection arrangement; and debt that is not in a collection arrangement. The
percent of debt in a collection arrangement is computed by dividing the dollars in that category by the total dollar
amount of outstanding debt in all four categories.

Note: Data are shown as a 12-month rolling average.

Data Source: The Recovery of Overpayments, Accounting, and Reporting system.

Strategic Objective 2.2: Strengthen the integrity of the Social Security Number (SSN)

issuance process to help prevent misuse and fraud of the SSN
and card

2.2a — Percent of original SSNs issued that are free of critical error

FY 2006 Goal: 98%
Performance: 98%*

Goal Achieved: Yes

FY 2007 Goal: 98%
Performance: Data available Sept 2008**

Goal Achieved: To Be Determined

Discussion: The SSN was developed as atool to track the earnings records of individuals for the purpose of
determining future benefits that may be due to those individuals and their families. Although SSA’s purpose for
assigning a number and issuing a card has not changed, over time, the SSN has become a primary means of
identification in both the public and private sectors. Asuse of the SSN has grown, so has identity theft and SSN
fraud. SSA’srolein preventing SSN misuse is to ensure that SSNs are assigned and cards are issued correctly.

Each year, the Agency strengthens current initiatives and implements new methods to safeguard SSN assignment
and card issuance processes. For instance, fraud indicators are now displayed on queries and SSN verificationsto
further deter SSN fraud and misuse. SSA verifies evidentiary documents with the Department of Homeland
Security and other Federal Agencies for non-U.S.-born individuals or with State Bureaus of Vital Statistics for all
U.S.-bornindividuals prior to issuing an original Social Security card. SSA aso workswith the Department of State
to verify the status of newly arrived refugees. In addition, in accordance with the provisions of the Intelligence
Reform and Terrorism Prevention Act of 2004, fraud codes and death indicators were placed on SSN records to
further prevent fraud and misuse.

Refer to Agency Challenges, |. Social Security Number Protection pages 19 and 20 for more information on the
process of assigning and issuing SSNs.

Trend: Thiswas anew measure for FY 2006.

Fiscal Year Performance Goal Achieved?

2006 98% * 1+
2007 To Be Determined **
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* The actual number is rounded to the nearest whole number using the standard rounding convention of rounding
up numbers that are .5 or higher and rounding down those .4 or less.

** Actual datafor FY 2007 will not be available until September 2008 and will be reported in the FY 2008 PAR.

Data Definition: Therateis based on an annual review of applications for original SSN cardsto verify that: 1) the
applicant did not receive an SSN that belonged to someone else; 2) if the applicant had more than one SSN, the
numbers were cross-referenced; and 3) the applicant was entitled to receive an SSN based on supporting
documentation, i.e., the Field Office verified appropriate documentation — Department of Homeland Security
document for foreign born and birth certificate for U.S. born, and made a correct judgment of entitlement to an SSN.
SSNisissued through the Enumeration-at-Birth (EAB) and Enumeration-at-Entry (EAE) processes are included in
the review, aswell asfield office processed SS-5 transactions for original SSNs.

Note: Inthe Annual Performance Plan for FY 2008 and Revised Final Plan for FY 2007, the Data Definition was
incorrectly stated. The Data Definition has been corrected above to include SSNsissued via EAB and EAE.

Data Source: Enumeration Process Quality Review, which is based on a sample of approximately 1,500 SSN
transactions that have resulted in the issuance of an original SSN.

2.2b — Percent of SSN receipts processed up to the budgeted level

FY 2007 Goal: 96%*
Performance: 97%**

Goal Achieved: Yes
*  Thebudgeted level for FY 2007 was 18,000,000. The goal of 96% of the budgeted level was 17,280,000.

** The actual number is rounded to the nearest whole number using the standard rounding convention of rounding
up numbers that are .5 or higher and rounding down those .4 or less.

Discussion: SSA worked diligently to achieve this goal for FY 2007. Asthe threat of identity theft continues to
become more widespread, stricter standards for acceptabl e identification and verification made this task more
difficult and time-consuming.

Asaresult of legislation and policy changes, revisions to the SSN and card issuance process continue to be made.
Through the recommendation of an Interagency Task Force, SSA began to limit the number of replacement SSN
cards an individual may receive to a maximum of threein asingle year and atotal of ten over aperson’slifetime.

In addition, policy changes have significantly decreased the number of non-work SSNs the Agency assigned to non-
citizens. In April 2007, two improvements were made to the Social Security card issuance process:

e Anissue date was added to the front of each card; and
e  Signing instructions were added to clarify when adults and children should sign their cards.

Effective October 2007, further enhancements to the SSN card included adisplay of the first and last name on two
lines and included additional security features.

Refer to Agency Challenges, I. Social Security Number Protection pages 19 and 20 for more information on the
process of assigning and issuing Social Security Numbers.

Trend: Thiswas anew measure for FY 2007.

Data Definition: In the Regional Offices, Field Offices and the Office of Central Operations, the original and
replacement SSN requests processed compared to the receiptsin afiscal year. Thisalso includes Enumeration-at-
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Birth (EAB) activity, Enumeration-at-Entry (EAE) activity, and the count of fraud investigations not resulting in
issuance of an SSN, an EAB or an EAE

Data Source:  Social Security Unified Measurement system Enumeration Operational Data Store.

Strategic Objective 2.3: Ensure the accuracy of earnings records so that eligible

individuals can receive the proper benefits due them

2.3a — Remove 3 percent of the earnings items that remain in the Earnings Suspense File (ESF) for
a new tax year and post the earnings to the correct earnings records

FY 2007 Goal: 3%
Performance: 1%*

Goal Achieved: No

Discussion: The ESF is an electronic holding file for earnings reported by an employer that cannot be posted to an
individual worker’s record due to a mismatch of the worker’s name and/or SSN. Since the record of worker’s
earnings determines the benefits that are payable to Old-Age, Survivors and Disability Insurance beneficiaries, it is
essential that SSA be able to accurately match the earnings reported by employers to the correct individual record.

Although the Agency did not meet thisgoal for FY 2007, SSA recognizes that the best means of keeping the ESF as
small as possible is through a preventative strategy designed to improve the accuracy of the reporting of future
earnings. SSA provides avariety of tools to employers to help them match the names of their employees with the
SSN they have on file for that employee. This matching activity will help ensure that employers report the earnings
of their employees to the correct SSN record. These methodologies include:

e The Socia Security Number Verification Service, which allows employers to verify employee names and
SSNs;

e Business Services Online, which allows employersto verify an employee’s SSN online; and

e W-2C Online, which allows employers to correct errors in the W-2 forms of their employees electronically.

Refer to Agency Challenges, |. Social Security Number Protection page 19 and VII. Service Delivery and Electronic
Government page 25 for more information about these tools for employers.

In addition to these initiatives to prevent earnings from being placed in the suspensefile, SSA will continue to
dedicate resources to removing those items that are currently in the ESF.

Trend: Remove 3 percent of the earnings items that

Fiscal Year Performance Goal Achieved? remain in the Earnings Suspense File (ESF)

for a new tax year and post the earnings to

2003 0.4% ¥ the correctearnings record

2004 20 * ¥ o . .

2005 20 * \ 4 o] / \_’
2006 1% 4 2003 2004 2005 2006 2007
2007 1% * ¥

Fiscal Year

* The actual number is rounded to the nearest whole number using the standard rounding convention of rounding up
numbers that are .5 or higher and rounding down those .4 or less.
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Note: Thisisan Old-Age and Survivors Insurance Program Assessment Rating Tool performance measure.

Data Definition: Items remaining in suspense are wages or self-employment earnings not matched to an earnings
record after all routine matching operations are complete. The 3 percent reduction will be achieved by using new
matching routines developed by the Office of Quality Performance. The percentage is determined by comparing the
number of items added to suspense for atax year (TY) to the number later removed by the new process.

Note: Thereisa4-year lag between the tax year and the year calculated, i.e., for 2005, the tax year is 2001; for
2006, the tax year is 2002; and for 2007, the tax year is 2003.

Data Source: Compare the number of items in the ESF for a new tax year after all processes are completed to the
number of items removed by the new process developed by the Office of Quality Performance and the Office of
Systems.

Strategic Objective 2.4: Manage Agency finances and assets to link resources effectively to

performance outcomes

2.4a — Continue to achieve 2 percent, on average, annual productivity improvement

FY 2007 Goal: 2% on average
Performance: 1.89% on average

Goal Achieved: No

Discussion: The Agency came very close to achieving the FY 2007 goal for this measure with an annual
productivity improvement of 1.89 percent. SSA is proud of theincreasesin productivity that have been achieved
since the base year of FY 2001. To be able to increase employee productivity in an environment where the
Agency’ s workloads continue to grow is of great benefit to the public. Unfortunately, the aging of the baby boom
generation is also leading to increased retirements among SSA’s employees. Within ten years, 54 percent of the
Agency’s employees will be éligible for retirement. Many of these positions require two to three years of training
before the employee can be fully productive. Replacement of these losses will be essential to the SSA’ s ability to
continue to increase productivity and best serve the public. SSA will continue the actions that have been successful
in the past of planning, supporting, and implementing several workload processing initiatives each year.

Trend: Since FY 2001, the base year, SSA has exceeded the goal of improving productivity by two percent on
average for five out of six years.

Note: Thisisan Old-Age and Survivors Insurance Program Assessment Rating Tool performance measure.

Data Definition: The percent change in productivity is measured by comparing the total number of SSA and
Disability Determination Services (DDS) workyears that would have been expended to process current year
SSA-level workloads at the prior year’' s rates of production to the actual SSA and DDS workyear totals expended.
The average annual productivity is calculated using a five-year rolling average.

Data Source: Agency Cost Accounting System

2.4b — Disability Determination Service (DDS) case production per workyear (PPWY)

FY 2007 Goal: 252
Performance: 249*

Goal Achieved: No

Discussion: This performance measure’ s focus on productivity directly links it to Agency stewardship. Although
SSA did not meet this goal, the FY 2007 average case PPWY of 249 shows an improvement of 3.3 percent over the
FY 2006 average case PPWY of 241. In addition, PPWY continued to climb during the last six months of this fiscal
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year. Many States have now returned to their pre-eDib case PPWY since becoming Independence Day Assessment
certified; averification that aDDS siteis ready to operatein afully electronic environment. For instance, for the
quarter ending June 30, 2007, the PPWY was 265.

One factor that affected the number of cases processed per individual was the Agency’ s decision to focus on
clearing older cases, which take more time to process. Also, on anationa basis, over 47 percent of DDS medical
examiners have less than five years experience and over 23 percent have less than two years. As part of the new
eDib initiative, the training for all disability examinersin the new electronic document management system was
completed in FY 2007. AsDDS employees are now near the end of the learning curve in the move from the more-
familiar paper process to the new fully electronic disability system and have gained more experience as adjudicators,
PPWY is expected to continue to increase accordingly.

Refer to Agency Challenges, I1. Management of the Disability Process on page 21 and Agency Challenges, 111.
Improve the Disability Determination Service Process and Return to Work on page 22 for more information about
Agency initiatives that will improve DDS PPWY .

Trend:
Disability Determination Service (DDS) case
Fiscal Year Performance Goal Achieved? production per workyear (PPWY)
2003 270 * L 300
2751 —_—
2004 273 * L 250 ——
225 4
2005 260 * ¥ 200
2006 241 * \ 4 2003 2004 2005 2006 2007
2007 249 * T Fiscal Year

* The actual number is rounded to the nearest whole number using the standard rounding convention of rounding up
numbers that are .5 or higher and rounding down those .4 or less.

Note: Thisisa Disability Insurance Program Assessment Rating Tool performance measure.

Data Definition: Thisindicator represents the average number of DDS case production per workyear expended for
all work. A workyear represents both direct and indirect time, including overhead (time spent on training, travel,
leave, holidays, etc.). Itisinclusive of everyone on the DDS payroll, including doctors under contract to the DDS.

Data Source: National Disability Determination Services System and Disability Operational Data Store

2.4c — SSA hearings case production per workyear (PPWY)
FY 2007 Goal: 106

Performance: 101*

Goal Achieved: No

Discussion: The Agency is actively working on implementing enhancements to the hearings process that will allow
employees to increase the average number of hearings they processin ayear. The most significant improvement is
the availability of case records through electronic files. As paper files are eliminated and employees become more
comfortable with the new process, the Agency expects significant increases in employee productivity.

In addition to the electronic process, SSA is actively making greater use of video hearings, which will save
Administrative Law Judges' time by reducing their need to travel.
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Refer to Agency Challenges, 1V. Disability Insurance on page 23 and Agency Challenges, VII. Service Delivery and
Electronic Government (OIG & GAO) on page 25 for more information about improvements to the hearings process.

Trend:
SSA hearings case production per

i i k PPWY
Fiscal Year Performance Goal Achieved? workyear ( )

2003 103 % * f 106
104 - o~
. ¥ 102 -
2004 100 100 | N~—  ——
2005 102 * ** ¥ 98 : : : :
2006 100 * 3 2003 2004 2005 2006 2007
Fiscal Year
2007 101 * ¥

* The actual number is rounded to the nearest whole number using the standard rounding convention of rounding up
numbers that are .5 or higher and rounding down those .4 or less.

** FY 2003 — FY 2005 included Medicare and SSA hearings.

Note: Thisisa Disability Insurance and Supplemental Security Income Program Assessment Rating Tool
performance measure.

Data Definition: Thisindicator represents the average number of SSA hearings case production per workyear
expended. A direct workyear represents actual time spent processing cases. It does not include time spent on
training, Administrative Law Judge (ALJ) travel, leave, holidays, etc.

Data Source:  Office of Disability Adjudication and Review, Monthly Activity Report, the Case Processing and
Management System, Payroll Analysis Recap Report, Travel Formula (based on the assumption that AL Js spend an
average of ten percent of their timein travel status), and Training Reports (Regional reports on new staff training,
ongoing training, and special training).

2.4d — Enhance efforts to improve financial performance using Managerial Cost Accountability
System (MCAS)

FY 2007 Goal: Complete 58% of the MCAS projects
Performance: 29% of the MCAS projects completed

Goal Achieved: No

Discussion: Achievement of MCAS project percentage goals is dependent on the full completion and successful
implementation of major releases. When the performance plan was developed for FY 2007, two such mgjor releases
were planned. While progress was made during FY 2007 toward both of these rel eases, due to budgetary restraints
critical SSA systems development resources had to be shifted away from the MCAS project to work on more critical
projects. Asaresult, completion of the release that will increase MCAS' completion from 29 percent to 54 percent
is currently scheduled for completion in late FY 2008. Completion of the second rel ease, which will further increase
MCAS completion to 58 percent, is currently scheduled for completion in FY 2009.

MCAS has acommon goal with the Social Security Unified Measurement System in that both systems are designed
to:

e  Provide more accurate and consistent information;
e |Improve access to management information;
e Improve work resource allocation;
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e Improve customer service; and
¢  Reduce manua work.

The MCAS projects will establish and integrate modern, state-of-the-art managerial accountability, performance
tracking, and cost accounting practices into SSA’s basic business practices. MCAS s essentia to the positioning of
the Agency’s resources and processes to meet the growing and emerging workloads in an environment of continuing
resource constraints. MCAS will also provide essential data which the Agency needs to track its progress and
efficiency in meeting most of its other goals and objectives. Asaresult, it will be an essential element in monitoring
and reporting on the Agency’s progress in pursuing and implementing these goals and initiatives as well as
determining the resources which each consumes.

MCAS s supported by the Time Allocation System, which is a management information system that is being
developed to improve the way workload data is captured for such purposes as determining resource reguirements
and measuring productivity. The Time Allocation System links work resources and costs together to provide SSA
managers and analysts with accurate, detailed, timely, and relevant data about how SSA’ s direct service work
resources are used to perform SSA’s workloads.

Trend: Thiswas anew measure for FY 2004. . i .
Enhance efforts to improve financial

i . performance using Managerial Cost
Fiscal Year Performance Goal Achieved?

Accountability System (MCAS) (percent)

2004 4% n/a 60%
‘ 40%
0,
2005 5% . —
2006 29% 1+ 0% 0——'/
2007 29% ¥ 2004 2005 2006 2007

Fiscal Year

Data Definition: MCAS provides improved managerial accountability cost accounting and financial management
information for SSA, its component organizations, and the programs, as well as workloads that it supports, in
separate projects that may have multiple releases. A methodology is used that weights individua projectsto create a
combined percentage to track the overall completion of thisinitiative. Thisformula scores the deliverables within
each project.

Data Source: SUMS/MCAS project plan tracking and releases as reported to the SUMS/MCAS Executive Steering
Committee

2.4e — Receive an unqualified opinion on SSA’s financial statements from the auditors

FY 2007 Goal: Receive an unqualified opinion
Performance: Received an unqualified opinion

Goal Achieved: Yes

Discussion: For the 14" successive year, SSA received an unqualified opinion on the Agency’s financial
statements. In accordance with the Chief Financial Officers’ Act, SSA’sfinancial statements were independently
audited by PricewaterhouseCoopers LLP. In their audit, PricewaterhouseCoopers found that SSA’s financial
statements, as contained in this FY 2007 PAR, were presented fairly, in all material respects, in conformity with
accounting principles generally accepted in the United States of America.

The Agency takes its stewardship responsibility of the Social Security programs very seriously and will continue to
demonstrate an unyielding dedication to sound financial management practices. Refer to the Auditor’s Reports
section, beginning on page 157, for more information on SSA’ s financial statements audit.
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Trend: SSA hasreceived an unqualified audit opinion every year from FY 1994 — FY 2007.

Data Definition: An unqualified opinion on the financial statementsis provided when an independent auditor
determines that the financial statements are presented fairly, and, in all material respects, in conformity with
accounting principles generally accepted in the United States of America.

Data Source: Auditors’ work papers

Note: SSA’s Office of Inspector General has a contract with an outside auditing firm to audit the Agency’ s financial
statements.

2.4f — Get to “green” on the President’s Management Agenda (PMA) initiatives status scores

FY 2007 Goal: Achieve astatus score of “green” on five of five PMA initiatives
Performance: Achieved a status score of “green” on four of five PMA initiatives

Goal Achieved: No

Discussion: The PMA lists and describes those Government-wide initiatives determined to have the greatest
potential to improve Federal management and deliver results in areas deemed to be important to the public. It
guides the activities of Federal agencies to ensure accountability for each Agency’s performance on five vita topics.

The Office of Management and Budget (OMB) uses a scorecard to track each agency’s efforts to implement the
PMA initiatives. OMB assesses agency "status" based on the scorecard standards for success, which can be found
at: http://www.whitehouse.gov/results/agenda/standardsforsuccess08-2007.pdf. Under each of these standards, an
agency is"green” or "yellow" if it meets all of the standards for success listed in the respective column and "red" if
it has any one of a number of serious flaws listed in the "red" column.

Although the Agency did not achieve the goal of obtaining a status score of “green” on al five PMA initiatives, SSA
is proud to have maintained the “green” status on four of the five initiatives and has devoted considerable time and
resources working to achieve a score of “green” on thefifth initiative — Expanded Electronic Government. Refer to
Agency Challenges, VII. Service Delivery and Electronic Government on page 25 for more information about SSA’s
electronic government efforts.

Trend: The following table summarizes SSA’s status scores under the PMA for FY 2003 through FY 2007:
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SSA’s President’s Management Agenda - Status Scores

September September September September September

2003 2004 2005 2006 2007
Strategic . . .
Management of
Human Capital Yellow Green Green Green Green
Competitive . - -
Sourcing Red Yellow Yellow Green Green
Improved Financial - ‘ . ‘ .
Performance Green Green Green Green Green
Expanded .
Electronic Red
Government Yellow Yellow Yellow Yellow
Performance . . . .
Improvement
Initiative® Yellow Green Green Green Green

Note: The PMA scorecard can be found at: http://www.whitehouse.gov/results/agenda/scorecard.html.

Data Definition: Being scored “green” on the PMAS.

Data Source: The Office of Management and Budget’'s PMA initiative scorecard for SSA

Strategic Goal 3: To achieve sustainable solvency and ensure Social Security
programs meet the needs of current and future generations

Strategic Objective 3.1: Through education and research efforts, support reforms to
ensure sustainable solvency and more responsive retirement and
disability programs

3.1a — Provide support to the Administration and Congress in developing legislative proposals and
implementing reforms to achieve sustainable solvency for Social Security

FY 2007 Goal: Conduct analysisfor the Administration and Congress on key issues
related to implementing Social Security reforms

Performance: Completed

Goal Achieved: Yes

Discussion: The policies established by the Administration and Congress in their work to maintain the solvency of
the Old-Age, Survivors, and Disability Insurance (OASDI) Trust Funds are of great importance to SSA’s primary
purpose of implementing the Social Security programs and the Agency’ s mission: To advance the economic
security of the Nation’ s people through compassionate and vigilant leadership in shaping and managing America’s
Social Security programs.

! Effective July 1, 2007, the name of this initiative was changed from Budget and Performance I ntegration to the Performance
Improvement Initiative.
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To assist the Administration and Congress in making informed decisions on major policy issues, the Agency
provides policymakers with the information they need to understand the broad impact and effects of potential reform
proposals to the OASDI programs. SSA provides analysis and research on policy initiatives and produces briefing
materials for congressional hearings to educate policymakers about the scope, impact, and dynamics of the OASDI
programs.

Trend: SSA has met this goal every year from FY 2003 - FY 2007 by conducting analyses related to Social Security
reforms.

Data Definition: Completed reports and analysis of present law provisions, as well as proposed and pending
legislation and other proposals relating to solvency of the system.

Data Source: Office of Policy records (consists primarily of various micro simulation models, e.g., Modeling
Incomein the Near Term, Financial Eligibility Model, and Social Security and Accounts Smulator, aswell as
surveys, e.g., urvey of Income and Program Participation, Health and Retirement Study).

3.1b — Issue annual SSA-initiated Social Security Statements to eligible individuals ages 25 and
older

FY 2007 Goal: 100%
Performance: 100%*

Goal Achieved: Yes

Discussion: This performance measure was created to ensure that all eligible individuals are issued an annual Social
Security Statement as required by law. SSA has met its goal every year since FY 2005 when this measure was
established. In FY 2007, SSA met the 100 percent goal by issuing Social Security Statements to over 146 million
individuals who were eligible to receive the Statement.

The Social Security Statement contains:

e Anestimate of potential monthly Social Security retirement, disability, survivor and auxiliary benefitsand a
description of benefits under Medicare;

e Theamount of wages paid to the employee or income from self-employment; and
e The aggregate taxes paid toward Social Security and Medicare.

The objectives of the Social Security Satement are to:

o Verify and ensure the accuracy of aworker’s earnings record. The Statement plays avital rolein helping
individualsto verify their earnings record for accuracy and completeness. Individuals are encouraged to review
their earnings history to avoid incorrect benefit paymentsin the future. Thisinformation, which is at the top of
the page to make it easier to see, includes instructions for recipients to report any earnings discrepancies as soon
as possible.

e Educate the public about Social Security programs. The Statement contains information about the various
benefits to which aworker may be entitled.

e Assistinfinancial planning. The Statement provides workers with potential retirement, disability and survivor
benefits. It also contains information about planning for retirement. By reviewing thisinformation, individuals
can seeif they are on track to meet their retirement goals.

To ensure that the Statement is meeting its objectives and providing value to the American public, the Agency has
an ongoing Satement evaluation plan that includes focus group testing and formal surveys. The plan also provides
for an analysis of existing internal sources of management information. For example, a monthly Operations report
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shows how many Internet inquiries are received from people who claim their wages are not listed correctly on their
Statements.

Revisions to the Satement are considered and made as appropriate and necessary, based on these assessmentsand in
conjunction with mandated changes. In FY 2007, the Agency made some formatting changes, taking into
consideration changes mandated by law, along with suggestions made by the Government Accountability Office. In
addition, SSA’s Commissioner updated the message on the front page of the Satement to include important
information about the need for people to save and invest to have enough money to live comfortably in retirement.
Also, the Statement now includes a paragraph advising readers on how to learn more about, or apply for, the extra
help that is available to some Medicare beneficiaries for Medicare Part D.

Trend: Thiswas anew measure for EY 2005. Issue annual SSA-initiated Social Security
Statements to eligible individuals ages 25
Fiscal Year Performance Goal Achieved? 105% and older (percent)
2005 100% L ) 100% ° o .
2006 100% 1+ 95%
90%
2007 100% * 1t
2005 2006 2007
Fiscal Year

* The actual number isrounded to the nearest whole number using the standard rounding convention of rounding
up numbersthat are .5 or higher and rounding down those .4 or less.

Note: Thisisan Old-Age and Survivors Insurance Program Assessment Rating Tool performance measure.

Data Definition: Asrequired by law, SSA issues annual Social Security Statementsto all eligible individuals
(Socia Security Number holders age 25 and older who are not yet in benefit status and for whom SSA can
determine a current mailing address). The Satement contains information about Social Security benefit programs,
financing facts, and provides personal benefit estimates.

Data Source: Executive and Management Information System

Strategic Goal 4: To strategically manage and align staff to support the mission of
the Agency

Strategic Objective 4.1: Recruit, develop and retain a high-performing workforce

4.1a — Minimize skill and knowledge gaps in mission-critical positions

FY 2007 Goal: Identify skill and competency gaps and develop an implementation
plan for addressing gaps in mission critical occupations— Actuaries
and Economists

Performance: Completed

Goal Achieved: Yes

Discussion: In order to address gaps in mission critical occupations, the Agency must properly target training and
evaluation programs. To accomplish this, SSA needs to identify the job-specific knowledge, skills, and abilities
necessary for successful performance in each of these positions.

A competency-based plan for training shifts the learners from achieving a single instructional objective to focusing
on the acquisition of competencies during the training. The competencies for these positions were identified through

SSA FY 2007 PERFORMANCE AND ACCOUNTABILITY REPORT | 87 |



PERFORMANCE SECTION

an extensive data collection effort involving both technicians and management officials. In FY 2007, position
incumbents were assessed on their level of proficiency across each of the competencies identified as critical for
success in the position. Based on the results of those assessments, implementation plans were developed for
addressing any competency gaps that were uncovered during the assessment process.

Note: Thefull list of Mission Critical Occupations can be found in the Agency’ s Strategic Human Capital Plan,
which isan internal document that is shared with the Office of Management and Budget and the Office of Personnel
Management. Competencies have been identified for the Claims Representative, Service Representative,
Teleservice Representative, Benefit Authorizer, Claims Authorizer, Technical Support Technician, Information
Technology Specidist, Actuary, and Administrative Law Judge positions. In FY 2007, focus was on skills gap
analyses for Actuaries and Economists. Other occupations will be targeted as part of along-range plan to assess and
improve skill gaps for all Mission Critical Occupations.

Trend: InFY 2007, SSA met the goal to identify skill and competency gaps for Actuaries and Economists and
developed an implementation plan for addressing those gaps.

Data Definition: A competency is a pattern of knowledge, behaviors, skills, abilities, attributes, or traits associated
with high or superior performance on the job. Competencies are identified through a structured interview and
analysis process by working with SSA components and outside sources. A gap is the difference between the
Agency’ s desired needs and current proficiency levelsin the selected competency.

Data Source:  Office of Human Resources records, which include the following: definitions of competencies
identified for the targeted mission critical positions; results of skill gap analysis surveys; skill gap improvement,
implementation, and/or results plans provided to the Office of Personnel Management as part of the President’s
Management Agenda (PMA) scoring; and the Mission Critical Occupation Resource Chart provided to OPM
quarterly as part of the PMA scoring.

4.1b — Align employee performance with Agency mission and strategic goals

FY 2007 Goal: Implement the Performance Assessment and Communication System
(PACS), which is amulti-tiered results-oriented performance
assessment system for General Schedule (GS) and Federal Wage
System employees below the GS-15 or equivalent grade, and GS-15
employees who are covered by the 2005 SSA/American Federation of
Government Employees (AFGE) National Agreement

Performance: Completed

Goal Achieved: Yes

Discussion: In FY 2006, SSA executed communication and training plans that addressed technical changesto the
performance management process and communications skills. These activities facilitated implementation of the
new multi-tiered, results-oriented PACSin early FY 2007. Since the implementation, SSA has closely monitored
the web-based tool used by managers to document performance appraisal activities ensuring that performance plans
are consistent with regulations and the applicable collective bargaining agreements. Refer to Agency Challenges,
Xl. Human Capital page 29 for more information on the Agency’s efforts to align employee performance with
SSA’s mission and strategic goals.

Trend: InFY 2007, PACS was successfully implemented.

Data Definition: The PACSisamulti-tiered, results-oriented performance assessment system for General Schedule
(GS) and Federal Wage System employees below the GS-15 or equivalent grade and GS-15 employees who are
covered by the 2005 SSA/ American Federation of Government Employees (AFGE) National Agreement. This
performance appraisal system provides for ongoing interaction and communication between the supervisor and
employee on performance expectations. The PACS includes performance plans consisting of: 1) elements, i.e.,

88 | SSA FY 2007 PERFORMANCE AND ACCOUNTABILITY REPORT



PERFORMANCE SECTION

work assignments and responsibilities that are critical to achieving the Agency’s mission and goals and 2) standards,
i.e., how employee accomplishments are to be measured in terms of quality, quantity, and timeliness. PACS aso
includes expectations, i.e., the outcomes managers expect of each employee based on the elements, standards, and
employee’ sjob duties and responsibilities. Employees are issued alignment statements to show how the employees
performance relates to the Agency’ s mission, values, goals, and objectives. PACSwill help align employee
performance plans to Agency strategic goals and objectives and make distinctions between levels of performance.
PACS performance plans and records are maintained in an automated PACS system.

Data Source:  Office of Human Resources records, which include reports and queries from the PACS web-based
application showing the number of employees to whom performance plans have been issued, performance
discussions held, etc.

Note: In the Annual Performance Plan for FY 2008 and Revised Final Performance Plan for FY 2007, the Data
Source wasincorrectly stated. The Data Source has been corrected above to delete information that references
discussion points and data sources specific to the FY 2006 performance measure.

4.1c — Enhance SSA’s recruitment program to support future workforce needs

FY 2007 Goal: Develop methodology to evaluate selected elements of the SSA
recruitment strategy

Performance: Completed

Goal Achieved: Yes

Discussion: As SSA strives to adequately prepare for the workforce of the future, several factors have increased
awareness of the importance of strong human capital planning to achieve its business objectives. One of the greatest
challenges facing the Agency is the potential loss, by 2015, of 54 percent of SSA’s employeesto retirement. Not
only isthis over half of the Agency’ s employees; but also, these are the employees that are the most experienced and
knowledgeable about the administration of SSA’s programs. Adding to the impact of thislarge retirement waveis
the increasing volume of the Agency’ s workload due to the disability and retirement needs of the baby boomers.
The situation is bleaker due to overall Agency resource constraints that have limited the ability of the Agency to hire
new employees during FY 2007. Despite the ongoing retirement wave, SSA does not expect to be able to replace
retiring employees or hire additional staff throughout FY 2008.

To ensure that SSA is poised to act quickly should the budget allow, the Agency is prepared with an aggressive
recruitment strategy, the National Recruitment Program, which includes aten-step plan, avast cadre of recruiters
across the nation, and the ongoing expansion of toolsto ensure that SSA continues to be aleader in recruitment
initiatives Government-wide.

Asone of the major human capital initiatives linked directly to the Agency’s strategic goal to “recruit, develop, and
retain a high-performing workforce,” it isimportant that SSA’s National Recruitment Program continuesto be
effective. Asaresult, in FY 2007 SSA developed a comprehensive methodology to evaluate selected elements of its
recruitment strategy. The Agency will begin implementation of this evaluationin FY 2008.

Refer to Agency Challenges, XI. Human Capital on page 29 for more information.
Trend: Thiswas anew measure for FY 2007.

Data Definition: The process used to develop the evaluation methodology in FY 2007 will include the following
steps: 1) research, draft an evaluation strategy, and identify metrics necessary to evaluate the SSA Recruitment
Strategy; 2) document the draft plan for evaluating the Recruitment Strategy and request feedback from
Regional/component recruitment leads and Human Resource directors; and 3) analyze feedback and document the
final Recruitment Evaluation Strategy to be implemented by the Agency in FY 2008. The evaluation methodology
will identify the specific elements of SSA’s multifaceted recruitment strategy that will be evaluated, aswell asthe
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appropriate evaluation methods to be used for those elements. The evaluation strategy and plan will also include a
timeline to be used in FY 2008.

Data Source:  Office of Human Resources records, which include the documented evaluation strategy and plan, the
evaluation timeline, the collected data (i.e., the research and the feedback from recruiters and Human Resources
directors), and the reported results (i.e., the final evaluation strategy and plan).

The Program Assessment Rating Tool (PART) isadiagnostic tool designed by the Office of Management and
Budget (OMB) to examine different aspects of program performance to identify the strengths and weaknesses of a
given Federal program. The Disability Insurance (DI) program was assessed in 2003; the Supplemental Security
Income (SSI) program was assessed in 2004 and in 2007; and the Old-Age and Survivors Insurance (OASI) program
was assessed in 2006. The DI, SSI, and OASI program assessments are available online at ExpectMore.gov
(http://www.whitehouse.gov/omb/expectmore/).

The findings from these program assessments are consistent with the areas SSA identified as reguiring attention.
SSA continues to work with OMB to ensure that plans are devel oped, implemented, and updated to improve
program performance and address the following PART findings:

Dl PROGRAM

o Simplifying the process for determining if an individua is disabled to improve the accuracy and speed of
decisions;

e Testing several demonstration projects and removing other barriers to assist Disability Insurance beneficiaries
in returning to work; and

e Publishing rulesto update the way age is considered in making disability determinations and considering other
rule changes.

OASI PROGRAM
e Educating the American people on the solvency issues facing the OASI program and working with the
Administration and Congress on legidlative reform proposals necessary to achieve long-term solvency;

e Updating the tactical plan for electronic servicesto include information technology and non-information
technology projects that will be developed and implemented in FY 2008 and FY 2009; and

o Developing new automated techniques to detect and correct errorsin name/Socia Security Number matching.

SS| PROGRAM

o Simplifying the process for determining if an individua is disabled to improve the accuracy and speed of
decisions;

e  Connecting beneficiaries with expanding employment opportunities for individuals with disabilities; and

e Addressing payment accuracy issues by developing proposals to simplify the program's eligibility rules.

SSA’s strategic plan, annual performance plan, and budget requests all address the findings from the assessments.
The performance measures and targets for the PART assessments were provided by SSA and used by the OMB and
SSA to evauate the effectiveness of the DI, OASI, and SSI programs. In addition to the 15 Government
Performance and Results Act (GPRA) performance measures and targets, identified by the PART symbol on the
charts on pages 49-53 and discussed in detail on the page number indicated on those charts, the PART assessment
also included two non-GPRA performance measures.
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PART Measures

Percent of SSI Aged claims processed by the time the first payment is due or within 14 Days of the
effective filing date

FY 2007 Goal: 75%
Performance: 92%*

Goal Achieved: Yes

Discussion: Supplementa Security Income (SSI) payments are made to qualified people who have limited income
and financia assets. The Agency has provided and will continue to provide sufficient resources through this
program to ensure that the needs of this segment of the population are met and that the claims are processed as
quickly as possible. SSA’s performance reflects a national commitment to make timely and accurate payments to
SSI Aged recipients (i.e. quaified individuals over the age of 65).

Trend: SSI Aged Claims Processed Timely (percent)

Fiscal Year Performance Goal Achieved? 93%
0

0% *
2004 84 * t a3 |

2005 88% * * 8%
2006 91% * t 2003 2004 2005 2006 2007
2007 920 * 1 Fiscal Year

* The actual number is rounded to the nearest whole number using the standard rounding convention of rounding up
numbers that are .5 or higher and rounding down those .4 or less.

Data Definition: Thisrate reflects the number of SSI Aged applications completed through the SSA operational
system (i.e., award or denial notices are triggered) before the first regular continuing payment is due or not more
than 14 days from the effective filing date, if later, divided by the total number of SSI Aged applications processed.
Thefirst regular continuing payment due date is based on the first day of the month that all eligibility factors are met
and payment isdue. This definition came into effect beginning FY 2001.

Data Source: The SSI Operational Data Store System.

Cumulative productivity improvement for Retirement and Survivors Insurance claims (compared to
FY 2005)

FY 2007 Goal: 3%
Performance: 1.4%

Goal Achieved: No

Discussion: The aging of the baby boomer generation will result in increases in retirement and survivors claims.
The achievement of this performance goal is especially challenging due to the increase in these workloads, which is
complicated by the steady addition of disability claimsfiled by the younger of the baby boomers as they enter their
disability-prone years. In addition, SSA's own workforce will experience its own retirement wave, which will create
an additional hurdle for the Agency in meeting the program's ambitious targets. In the face of anticipated rising
workloads, the employee retirement wave, and constrained resources, SSA has set ambitious targets and timeframes
for itslong-term Old-Age and Survivors Insurance measure for increased productivity. The Agency has set a goal of
cumulative productivity improvement of 16 percent through FY 2013.
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Trend: Thisisanew PART measure for FY 2007.

Data Definition: Retirement and Survivors Insurance (RSI) claims are calculated at the Agency level and the
percent increase will be calculated using FY 2005 (571 claims processed per workyear) as the base. A 16 percent
increase from this base means that the goal in FY 2013 isfor SSA to process 662 claims per workyear. The RSI
claims productivity per workyear number includes all retirement benefit claims, survivors benefit claims, and initial
claims for Medicare.

Data Source: The SSA Workload Trend Report

PROGRAM EVALUATION

SSA continuesto build on its body of program data, research, and analyses to identify strengths and weaknesses in
its programs and processes, which are used in allocating Agency resources and rendering management decisions.
The Agency uses thisinformation to develop strategies that address the major challenges it faces and to improve the
day-to-day administration of its programs. SSA evaluates the potential effects of proposals for change and the
actual effects of change after implementation.

Many of SSA’s evaluations are completed on an annual basis, while others are one-time efforts. The purpose of this
section is to highlight some of the major internal program evaluations and how the results of these evaluations were
used to assist management in decision-making.

Following are brief summaries of selected evaluations completed during FY 2007, arranged by the strategic goals
they support as outlined in SSA’s Strategic Plan. Copies of the complete results can be obtained by writing to:

Social Security Administration
Office of Strategic Management
4215 West High Rise
6401 Security Boulevard
Baltimore, MD 21235

Strategic Goal 1:To deliver high quality citizen-centered service

TICKET TO WORK EVALUATION

Asdiscussed in the Agency Challenges, I11. Improve the Disability Determination Service Process and Return to
Work section on page 22, an independent five-year evaluation of the Ticket to Work program, now in its fourth year,
has provided SSA with ongoing feedback on the program’ s effectiveness and potential. SSA used the findingsto
pursue regulatory changes, which will strengthen the program.

Thefindings rely on extensive analysis of three basic data sources:

e Administrative data on SSA beneficiaries with disabilities;
e A new four-year survey of SSA beneficiaries with disabilities with a special focus on Ticket participants; and

e Field interviews with service providers, such as the Ticket program manager, SSA staff, and others with a stake
in the Ticket program.

Analysis early in the process found beneficiaries’ interest in the program encouraging, but the levels of participation
by potentia service providers, Employment Networks, was disappointing. In response to these findings, SSA and
the independent contractor refined research activities to better understand the business constraints and needs of
potential Employment Networks.
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Five key findings have given SSA crucial guidance in developing changes to Ticket to Work regulations:

e Many beneficiaries are interested in employment, which will discontinue their entitlement to disability benefits;

e Beneficiaries who become gainfully employed tend to remain off for significant periods of time;

e A broad array of potential service providers are interested in joining the Ticket program if financial incentives
improve;

e Original Ticket program payment options are insufficient to cover the cost of services provided by Employment
Networks; and

e Despite these constraints, evidence suggests that the Ticket program has led to modest increases in the use of
employment services by beneficiaries, but has not yet led to significant changes in disability benefits and
earnings.

The net implication of these findingsis that the Ticket program has significant potential but improvementsto
Employment Network incentives, such as increasing payments and reducing Employment Network financial risks,
must be made. The proposed regulations will address these needs by increasing overall payment levels while
providing alarger share of those payments early on as a means of reducing the financial risks faced by Employment
Networks. Analysis by an independent contractor of the proposed changes to the Ticket regulations suggests that
Employment Networks could cover their costs under the new regulations and this could lead to renewed interest in
the program.

The Ticket evaluation has also found that the Work Incentives Planning and Assistance program are playing an
important role in beneficiary employment decisions. In response, SSA has modified the Ticket evaluation to
develop more in-depth analysis of the effects of the Work Incentives Planning and Assistance program.

The Ticket to Work evaluation has provided valuable feedback in itsfirst years. Additional work is expected to help
SSA refine and improve the program as longer term data on program outcomes become available.

SERVICE SATISFACTION SURVEYS

The Office of Quality Performance conducts annual satisfaction surveys of 800-number callers, Field Office callers
and visitors, and Hearing Office visitors, to support results for the Agency’s overall service satisfaction performance
measure. Results of the separate surveys are combined to produce a single measure. In FY 2007, SSA sustained a
high level of customer satisfaction with an overall service rating of 81 percent Excellent, Very Good, or Good. This
rating was comparable to the FY 2006 rating of 82 percent.

TELEPHONE SERVICES SATISFACTION SURVEYS

In addition to the annual satisfaction surveys of 800-number and Field Office calers, ad hoc surveys are conducted
to obtain feedback on the public’'s perceptions of new services and initiatives SSA has undertaken to improve the
Agency’ stelephone service. These surveysinclude tailored questions about caller experiences to provide insight
about their levels of satisfaction and service preferences.

In FY 2007, SSA reported findings from a survey related to implementation of the new voice recognition system on
the national 800-number. The survey compared perceptions of callers who reached the new speech recognition
system with those who reached the traditional touch-tone menu and found equal levels of overall satisfaction.
Callers using the speech recognition system who had difficulty reaching the type of service they needed most often
said it was because they had to repeat themselves or they could not figure out what to say. SSA has continued to
refine the vocabulary of the speech recognition system to make it easier for callers to use and more efficient in
serving their needs.

INTERNET SERVICES SATISFACTION SURVEYS

SSA runs several American Customer Satisfaction Index (ACSI) surveys on the Agency’ s website, collecting data
on informational pages aswell asonline applications. ACSI surveys are widely used in both the Federal and private
sectors to measure public satisfaction with features of websites. The surveys provide agencies with standard,
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statistical measurements of public satisfaction that are directly comparable to other ACSI users. The elements
measured by ACS| surveys are:

e Overal Satisfaction;

o Content;

e Functionality;

e Look and Fedl;

e Navigation;

e  Search; and

e Future Behaviors(i.e, Likely to Return, Likely to Recommend to Others).

The third quarter Federal ACSI scores were released in September 2007 and SSA received top scores. The Internet
Social Security Benefits Application topped all Federal websites with a score of 88, whereas the Medicare
Prescription Plan Drug Costs Application followed closely with a score of 87. Thisisthe fourth consecutive quarter
these applications have led the way for Federal e-Commerce and transactions websites. Further, these two
applications, together with SSA’s Business Service Online and SSA’s Retirement Planner, captured four of the top
six spotsin the e-Commerce category. SSA’s aggregate score (80 for six surveys) was the second highest among all
Federal agencies running multiple surveys.

In 2007, SSA added a new eServices ACSI survey for the Internet Disability Report. The Internet Disability Report
score of 73 islower than those of other SSA eServices applications, but is generally in line with SSA’sinformation
pages survey scores.

SSA uses data gathered through the ACSI surveys to help form Agency decisions on improvements to electronic
services. In 2007, SSA has continued to use these surveys to improve search functionality in its Frequently Asked
Questions application and to identify opportunities for improving customer support.

In addition to the ACSI to measure public satisfaction with online services, SSA conducts surveys to better
understand public preferences for conducting business with the Agency and to obtain insight for marketing
electronic services. For example, in FY 2007, SSA completed analysis of a survey of initial disability insurance
claimants which obtained perceptions of the application process and compared the experiences of those who filed on
the Internet with those who used atraditional filing method. In addition, the survey addressed issues related to
experience and interest in using the Internet for transacting this type of business.

SSA aso surveyed beneficiaries who had recently completed a change of address or direct deposit about their
satisfaction with the way the transaction was handled and their preferences for conducting business after the initial
entitlement determination. The survey sampled beneficiaries who had handled their transaction through an
employee, either by telephone or in person, as well as those who had used the Internet or SSA’ s 800-number
automated service. Survey results for the change of address and direct deposit samples are currently being analyzed.

The survey aso included a sample of representative payees to gauge their level of interest in conducting various
types of SSA business electronically. Survey results indicated there is aclear desire among representative payees
for Internet and automated telephone services to assist them in conducting business on behalf of beneficiaries. The
percentage of Internet users among both Old-Age, Survivors, and Disability Insurance and Supplemental Security
Income payees was significantly higher than traditionally seen in the Agency’s surveys of other general populations
(such as 800-number callers) and a substantial portion of those payees said they would be likely to use the Internet
to conduct business with SSA. The majority of payees also expressed interest in using automated telephone
services.

DISABILITY PROCESS SATISFACTION SURVEYS
SSA conducts a number of surveys to obtain public perceptions of the disability claims process at both the initial
claims and hearing levels. Theseinclude alarge-scale “report card” satisfaction survey of initia disability
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applicants, conducted with a sample of claimants shortly after they file for benefits (the mid-process sample) and
with samples of claimants after they receive the decision on whether benefits have been awarded and denied. The
survey asks claimants to rate key aspects of service related to the disability claims process, such as clarity of
explanations of how the decision is made and claims processing time. The “report card” survey, which is conducted
annually, provides SSA with data to track changing perceptions of service over time.

Results for thefirst phase of the FY 2007 survey, the mid-process sample, have been compiled. These results reflect
avery positive view of theinitial disability claims process. Responders gave arating of 85 percent for the ease of
filing the disability claim and arating of 86 percent for SSA’s service overall. Ratings of SSA staff attributes, such
as courtesy and job knowledge, were as high as 92 percent. The rating for the explanation of how the disability
application process works received the lowest rating, at 73 percent. Results for the award and denial samples for FY
2007 are currently being analyzed.

A similar “report card” survey is being developed for FY 2008 to address perceptions of the process at the hearing
level. The survey will sample both favorable and unfavorable decisions and focus on obtaining ratings of key
aspects of the hearings process. Similar to theinitial claims survey, the appeals survey will permit tracking of
changing perceptions over time as SSA works to improve the handling of disability claims at the hearing level.

In FY 2007, SSA has also reported findings of a more in-depth Hearing Process Satisfaction Survey of individuals
who recently received a hearing decision (favorable or unfavorable). This survey explored claimant experiences and
perceptions of the hearing process from initiating the hearing request to receiving the decision. The information
provided the Agency with insights about the claimant perspective on the hearing process and aspects of service most
in need of improvement as well as aframe of reference for understanding the results of the hearing “report card”
survey described above.

The Hearing Process Satisfaction Survey found that overall satisfaction was strongly influenced by the case
outcome. Applicants awarded benefits were mostly satisfied, giving an overal rating of 83 percent. The
satisfaction of responders who were denied benefits was 54 percent.

Among all aspects of service rated in the survey, those relating to the performance of SSA staff and the
Administrative Law Judge were viewed the most positively.

e  SSA dtaff received satisfaction ratings ranging from 81 to 83 percent from awarded responders for their
courtesy, helpfulness, job knowledge and amount of time spent with the claimant. The ratings of claimants
denied benefits ranged from 62 to 71 percent.

e Thesatisfaction ratings of the clarity of the judge’ s explanations, preparedness to discuss the case, courtesy and
time spent with the claimant ranged from 94 to 95 percent for claimants awarded benefits and 51 to 66 percent
for claimants denied benefits.

The two lowest rated aspects of service for both awarded and denied applicants were the length of time it took to
schedule the hearing and the ease of getting an inquiry resolved with SSA while the hearing request was pending.

e The satisfaction rating for the length of time it took to schedule the hearing was 53 percent for claimants
awarded benefits and 28 percent for claimants denied benefits.

e Theease of resolving an inquiry received a satisfaction rating of about 40 percent from both claimants awarded
and denied benefits.
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Strategic Goal 2: To protect the integrity of Social Security programs through

RETIREMENT, SURVIVORS, DISABILITY INSURANCE PAYMENT ACCURACY
STEWARDSHIP REVIEW

The Retirement (Old-Age) and Survivors Insurance (OASI) and Disability Insurance (DI) review isbased on an
annual review of approximately 1,000 OASI cases and 500 DI cases. The beneficiary or representative payeeis
interviewed, collateral contacts are made as needed, and all non-medical factors of eligibility are recreated.

Accuracy rates (percent of dollars paid that are free of overpayments and the percent of dollars paid that are free of
underpayments) are reported for an overall OASI and DI rating, aswell as separate accuracy rates for OAS| and DI
cases. Datafrom these reviews are also used in corrective action planning and monitoring performance, as required
by the Government Performance and Results Act of 1993 and the Improper Payments Information Act of 2002.

In FY 2006, the Old-Age, Survivors, and Disability Insurance (OASDI) overpayment accuracy rate was 99.7 percent
and the underpayment accuracy rate was 99.9 percent. In FY 2005, the OASDI overpayment accuracy rate was 99.6
percent and the underpayment accuracy rate was 99.8 percent. The changesin the overall OASDI accuracy rates
from FY 2005 to FY 2006 are not statistically significant.

Because of the small sample size, OASI and DI error data are viewed over a period of yearsto aid in identifying
trends. The data are used to help guide initiatives that improve SSA processes. |mprovement effortsinclude:

o |dentification of substantial gainful work activity through the implementation and continued use of the ewWork
tool. eWork isan automated tool for monitoring the Continuing Disability Review workload to ensure these
cases are prioritized for timely processing. éWork allows SSA staff to process and record work activity in a
single National web-based database and is synchronized with SSA’s National database of work and earnings
determinations.

e Development of two automation tools, "MacPaste” and "AEROwiz," to address errors involving computations.
Thefirst tool, MacPaste, helps eliminate transcription errors made by technicians, thereby enhancing
productivity and accuracy. The second tool, AEROwiz, helps technicians process computations of benefit
amounts by providing them with a convenient summary of all of the issues involved with the case.

SUPPLEMENTAL SECURITY INCOME (SSI) PAYMENT ACCURACY STEWARDSHIP
REVIEW

The SSI payment accuracy review is based on arandom, non-medical review of approximately 4,000 SSI cases.
Thereview involves an examination of documentsin SSA’s records and verification of payment accuracy through
contact with recipients, their representatives, and other sources, such as employers and financial institutions. Data
from these reviews are also used in corrective action planning and monitoring performance, as required by the
Government Performance and Results Act of 1993 and the Improper Payments Information Act of 2002. The

FY 2006 SSI overpayment accuracy rate was 92.1 percent and the underpayment accuracy rate was 97.8 percent.
The underpayment accuracy rate is slightly lower than, but not statistically significant from, the FY 2005
underpayment accuracy rate of 98.6 percent. The overpayment accuracy rate is lower than the FY 2005
overpayment accuracy rate of 93.6 percent. Thischangeinrateis statistically significant.

SSI payment accuracy isinfluenced by the volume, mix and effectiveness of the redeterminations conducted by the
Agency. Administrative budget limitations resulted in 900,000 fewer redetermination actions being processed in
FY 2006 than in FY 2005.
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ANNUAL REPORT OF THE SUPPLEMENTAL SECURITY INCOME (SSI1) PROGRAM
The 2007 report, published by SSA’s Office of the Chief Actuary, provides a 25-year forecast spanning the years
2007 to 2031. Significant projections are:

e By 2031, the end of the 25-year projection period, the Federal SSI recipient population is estimated to reach
9.2 million. The projected growth in the SSI program over the 25-year period is largely due to the overall
growth in the U.S. population. The rate of participation is projected to vary somewhat by age group, with the
overall participation rate of the 65 or older age groups projected to decline, and the participation of the under 65
age group projected to increase slightly.

e Expressed as a percentage of the total U.S. population, the number of Federal SSI recipients increased slightly
from 2.25 percent in 2005 to 2.27 percent in 2006, and is projected to increase gradually to 2.52 percent of the
population by 2031, due largely to the changing age distribution of the population.

e  Federa expendituresfor SSI paymentsin calendar year 2007 are estimated to increase by $2.2 billion to $40
billion, an increase of 5.9 percent from 2006 levels.

e Inconstant 2007 dollars, Federal expenditures for SSI payments are projected to increase to $51.5 hillion in
2031, anincrease of 1.2 percent per year.

e When compared to the Gross Domestic Product (GDP), Federal SSI expenditures are projected to decline over
time, from the current level of 0.29 percent of GDP in 2006 to 0.24 percent of GDP by 2031.

The Chief Actuary uses these projections to provide Congress and other interested parties with information on the
future of the SSI Program.

FEDERAL INFORMATION SECURITY MANAGEMENT ACT REVIEW

The Federal Information Security Management Act (FISMA) is an Information Technology (IT) Security framework
for all Federal agenciesincluded as Part |11 of the eGov Act of 2002. All Federal agencies are required to submit a
FISMA report to the Office of Management and Budget (OMB) by October 1st of each year. The purposeisto
summarize the results of annual I T security reviews of systems and programs, agency progress on correcting
identified weaknesses, and the results of other work performed during the reporting period using OMB’s
performance measures to assess and report the status of agency I T security programs. In April 2007, SSA was given
agrade of “A” and ranked fifth among Federal agenciesin the FY 2006 FISMA review. And, for the second year in
arow, SSA wasthe only Federal agency to be graded as "Excellent" in its Certification and Accreditation process
that isincorporated into the Federal FISMA review.

ENUMERATION PROCESS QUALITY REVIEW

The Office of Quality Performance conducts an Enumeration Quality Review to measure the accuracy of the SSN
card issuances made through the Agency’s processes. SSNsissued through the Enumeration-at-Birth and
Enumeration-at-Entry processes are included in the review, as well as Field Office processed applications for SSNs
transactions for original SSNs.

Data from this review are used to determine whether the Agency meets the annual performance goal for assigning
SSNsthat are free of critical error, meaning, SSNsthat are properly issued to applicants who request them and are
entitled to them. FY 2007 performance on enumeration will not be available until September 2008 and will be
reported in the FY 2008 Performance and Accountability Report.

REVIEW OF MEDICARE PART D SUBSIDY DETERMINATIONS
SSA conducts an ongoing review of the Medicare Part D Subsidy applications to measure the accuracy of the
Agency’s subsidy eligibility determinations.

Data from the Medicare Part D Subsidy quality review is used to provide feedback on the performance of the
prescription drug subsidy program. Additionally, data are used to develop profilesto identify, for determinations of
continuing eligibility, those types of cases that have a high probability of error. The quality review is performed on
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adtatistically valid sample of Medicare Part D Subsidy awards, redeterminations and denials. SSA also performs
special reviews of target cases on an ad hoc basis.

Strategic Goal 3: To achieve sustainable solvency and ensure Social Security

ANNUAL REPORT OF THE BOARD OF TRUSTEES OF THE FEDERAL OLD-AGE AND
SURVIVORS INSURANCE (OASI) AND DisABILITY INSURANCE (DI) TRUST FUNDS
The Old-Age, Survivors, and Disability Insurance (OASDI) program provides protection against the loss of earnings
due to retirement, death, or disability. The OASDI program consists of two separate parts, OAS| and DI, which pay
monthly benefits to workers and their families. The Social Security Act requires that the Board of Trustees report
annually to Congress on the financial and actuarial status of the OAS| and DI Trust Funds under present law. Based
on the actuarial status projected by the Trustees, Congress modifies the Social Security Act as needed to assure
solvency of the OASDI Trust Fundsin the future. The Trustees have stated repeatedly that future legislative
modifications should be designed to achieve sustainable solvency for Social Security.

Strategic Goal 4: To strategically manage and align staff to support the mission

HuUMAN CAPITAL PLAN

SSA’s comprehensive human capita strategy was publicly documented in 2004 when SSA issued the Agency’ sfirst
Human Capital Plan. The plan laid out how SSA would use human capital to meet the Agency’s mission and goals
and ensure that the Agency has employeesin place with the skills necessary to continue SSA’ s tradition of excellent
service. Employees across the Agency worked together to accomplish these initiatives and, as aresult, SSA was
rewarded with the President’ s Management Agenda score of “green” for the Strategic Management of Human
Capital in June 2004. To date, SSA has maintained “green” status by successfully completing planned activities,
continuing with initiatives underway, and adding new ones that will further improve the management of human

capital.

The Human Capital Plan, which is updated annually, demonstrates how SSA will use human capital to meet the
Agency’s mission and goals. The plan contains “Elements for Success’ that align with and support the Agency
Srategic Plan. These elements are Strategic Alignment; Workforce Planning; Workforce Development and
Knowledge Management; Performance Culture; Leadership; and Accountability/Measures. It also includes a
summary of SSA’s key accomplishments that are linked to each of the elements.

Each “Element for Success’ contains results-oriented goals that are measured and tracked. This measurement and
tracking process helps the Agency to monitor advancement toward its human capital goals, and develop new and
refined strategies for addressing its major management challenges in this area.

RETIREMENT WAVE

The Retirement Wave report was established to assist Agency |eaders in assessing workforce needs and to foster
workforce planning by providing objective information to support the Agency’s human capital initiatives. This
report provides a snapshot of the current workforce and a projection of probable retirement losses in mission critical
positions for each region and major component within the Agency. Becauseit isan early alert for the Agency’s
leaders and managers, SSA usesit as atool to guide leaders and managers in establishing new initiatives that will be
successful in addressing potential |eadership and knowledge management deficiencies.

As SSA approaches the estimated peak retirement period, the Retirement Wave report remains an important
foundation for and evaluation of the Agency’s efforts toward the strategic management of human capital. To
address SSA'’ s future workforce challenges, several initiatives were born from the retirement wave analysis,
including strategic use of the Voluntary Early Retirement Authority, recruitment and retention initiatives,
developmental programs, and various workforce planning frameworks and accountability systems.
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Asaresult of the Agency’s conscientious efforts to prepare for the potential drain on institutional knowledge and
expertise, the Agency has seen significant positive changesin SSA’sworkforce. These changes include a decrease
in average years of service and in the average age of SSA’s overall workforce as well asthe Agency’s new hires.
This places SSA in afavorable position to maintain a consistent and stable workforce that is adequately prepared to
continue to address the needs of the American people.

STRATEGIC LEADERSHIP SUCCESSION PLAN

The FY 2007 Strategic Leadership Succession Plan was devel oped to provide a blueprint of how the Agency will
recruit, develop, and retain current and future leaders. The plan addresses the Agency’s current and future
leadership needs, including an organizational assessment that contains a baseline examination of leadership strength,
projected attrition, and the Agency’s current succession planning strategies. The plan aso documents the
organization’s strategic goals, specific means and strategies toward achieving those goals, and a metric-driven plan
for evaluating goal attainment and program effectiveness. The results of the evaluation will provide a basisfor
improvementsin SSA’ s succession planning programs.

HUMAN CAPITAL ACCOUNTABILITY PLAN

SSA has established a human capital accountability system as aframework to improve the Agency’ s human
resources management practices toward creating a high-performing workforce. This system is supported by the
Human Capital Accountability Plan, which isamechanism for evaluating the effectiveness of the Agency’s human
capital goals and strategies as stipulated in the Human Capital Plan. The Human Capital Accountability Plan links
the Agency’ s human capital goals to specific measures, data collection procedures, and assessment timeframes. In
addition, the plan identifies component-level accountability for the reporting and implementation of activities
therein, aswell as providing a schedule for measurement. The annual analysis of the outcomes are presented in a
formal report and used to identify areas of strength and opportunities for improvement across human capital
management policy, programs, and initiatives, as well as adherence to merit system principles.
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A MESSAGE FROM
THE CHIEF FINANCIAL OFFICER

As SSA’s new Chief Financia Officer, | am pleased to report that the Social
Security Administration (SSA) maintained its traditiona high standards in
financial management for fiscal year (FY) 2007. SSA received its 14"
consecutive unqualified opinion on the consolidated financial statements from our
independent auditors. The unqualified opinion attests to the fair presentation of
SSA’sfinancia statements, and demonstrates the discipline and accountability
essential to our responsibilities as stewards of Social Security funds. We are also
proud that SSA’s FY 2006 Performance and Accountability Report received the
Certificate of Excellence in Accountability Reporting from the Association of
Government Accountants. This marks the 9" time SSA received the award, the
only agency to do so every year sinceitsinception.

I’'m also pleased to report that SSA also received an unqualified opinion on its
assertion on the effectiveness of internal control over financial reporting, with no material weaknesses or reportable
conditions. We are pleased that our management assurance statement affirms, with reasonable assurance, that
internal control over financial reporting was operating effectively as of year end. At SSA, we take our duty of sound
fiscal vigilance very seriously and we are committed to upholding the public’ strust in the integrity of our programs.

During FY 2007, SSA built upon the control assessment program that was developed to meet the requirements of
Appendix A to OMB Circular A-123, Management’ s Responsibility for Internal Controls, by refining the key
controls in the financial reporting process and enhancing the documentation supporting the process. One of the
benefits of this program has been the attention that internal controls receive throughout all of SSA, whichinturnis
manifested in a smoother audit process.

In FY 2007, SSA maintained its “green” score for both status and progress on the President’ s Management Agenda
Improved Financial Performanceinitiative. SSA continues to integrate new features into its financial accounting
system, the Social Security Online Accounting and Reporting System (SSOARS), to enhance functionality.
Throughout FY 2007, we integrated additional financia systems with SSOARS to provide real-time access to
validate accounting information and fund availability. We are also engaged in implementing an improved cost
accounting system which will provide more user-friendly access to information necessary to manage and account for
resources.

SSA is committed to maintaining constant vigilance over financia reporting, and we are proud of our history of
responsibly managing the programs entrusted to us. We will continue to uphold the highest standards of integrity in
discharging our fiduciary responsibilities.

| want to acknowledge the efforts of the many SSA employees who contribute to our goal of providing timely and
reliable information to Congress and the public. Their hard work and devotion make it possible to fulfill the SSA
mission of advancing the economic security of our nation’s people.

“’/’V(a/\,fl}:fw Olrjb‘

Mary E. Glenn-Croft
Chief Financial Officer
November 7, 2007
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FINANCIAL STATEMENTS AND
ADDITIONAL INFORMATION

The Agency’sfinancial statements and additional information for fiscal years (FY) 2007 and 2006 consist of the
following:

The Consolidated Balance Sheets present as of September 30, 2007 and 2006, amounts of economic
benefits owned or managed by the Social Security Administration (SSA) (assets) exclusive of items subject to
stewardship reporting, amounts owed by SSA (liabilities), and residual amounts retained by SSA, comprising
the difference (net position). A Baance Sheet by Major Program is provided as additional information.

The Consolidated Statements of Net Cost present the net cost of operations for the years ended
September 30, 2007 and 2006. SSA’s net cost of operations includes the gross costs incurred less any exchange
revenue earned from activities presented by SSA’s mgjor programs. By disclosing the gross cost and net cost of
the entity’s programs, the Consolidated Statements of Net Cost provide information that can be related to the
outputs and outcomes of programs and activities. A Schedule of Net Cost is provided to show the components
of net cost activity as additiona information.

The Consolidated Statements of Changes in Net Position present the change in net position for the years
ended September 30, 2007 and 2006. Net position is affected by changes to its two components. Cumulative
Results of Operations and Unexpended Appropriations. The statement format is designed to display both
components of net position separately to enable the user to better understand the nature of changes to net
position asawhole. A Schedule of Changesin Net Position is provided to present the change in net position by
major programs as additional information.

The Combined Statements of Budgetary Resources present the budgetary resources available to SSA, the
status of these resources, and the outlay of budgetary resources for the years ended September 30, 2007 and
2006. An additional Schedule of Budgetary Resources is provided as Required Supplementary Information to
present budgetary resources by major programs.

The Statement of Social Insurance presents the actuarial present value for the 75-year projection period of
the Old-Age and Survivors Insurance (OASI) and Disability Insurance (DI) future income and cost expected to
arise from the formulas specified in current law for current and future program participants. The difference
between these values is presented, both including and excluding the value of the combined OASI and DI Trust
Fund assets at the beginning of the period, in order to provide an indication of the program’s financial status.

The Required Supplementary Information: Social Insurance presents required long-range cashflow
projections, the long-range projections of the ratio of contributors to beneficiaries (dependency ratio), and the
sensitivity analysis illustrating the effect of the changes in the most significant assumptions on the actuaria
projections and present values. The financia and actuarial disclosures are accompanied by a narrative
describing the program, how it is financed, how benefits are calculated and an interpretive analysis of trends
revealed by the data.

SSA FY 2007 PERFORMANCE AND ACCOUNTABILITY REPORT 103



FINANCIAL SECTION

Consolidated Balance Sheets as of
September 30, 2007 and September 30, 2006

(Dallarsin Millions)

Assets 2007 2006
Intragovernmental:
Fund Balance with Treasury (Notes 3 and 4) $ 6,146 $ 4,778
Investments (Note 5) 2,182,091 1,995,307
Interest Receivable, Net (Note 6) 27,727 25,631
Accounts Receivable, Net (Note 6) 451 536
Tota Intragovernmental 2,216,415 2,026,252
Accounts Receivable, Net (Notes 3 and 6) 8,017 7,654
Property, Plant and Equipment, Net (Notes 3 and 7) 1,892 1,641
Other 5 5
Total Assets $ 2226329 $ 2,035552
Liabilities (Note 8)
Intragovernmental :
Accrued Railroad Retirement Interchange $ 3802 $ 3,754
Accounts Payable 7,788 8,033
Other 95 93
Total Intragovernmental 11,685 11,880
Benefits Due and Payable 69,938 66,104
Accounts Payable 372 264
Other 1,263 873
Tota Liabilities 83,258 79,121
Net Position
Unexpended Appropriations-Earmarked Funds (Note 9) 57 57
Unexpended Appropriations-Other Funds 2,222 1,614
Cumulative Results of Operations-Earmarked Funds (Note 9) 2,140,617 1,954,921
Cumulative Results of Operations-Other Funds 175 (161)
Total Net Position 2,143,071 1,956,431
Total Liabilities and Net Position $ 2226329 $ 2,035552

The accompanying notes are an integral part of these financial statements.
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Consolidated Statements of Net Cost for the Years Ended
September 30, 2007 and September 30, 2006

(Dallarsin Millions)

2007 2006
OASI Program
Benefit Payments $ 481,026 $ 451,516
Operating Expenses (Note 10) 3,099 3,083
Total Cost of OASI Program 484,125 454,599
Less: Exchange Revenues (Notes 11 and 12) 9 8
Net Cost of OASI Program 484,116 454,591
DI Program
Benefit Payments 97,410 90,944
Operating Expenses (Note 10) 2,560 2,574
Total Cost of DI Program 99,970 93,518
Less: Exchange Revenues (Notes 11 and 12) 8 9
Net Cost of DI Program 99,962 93,509
SS| Program
Benefit Payments 34,142 35,237
Operating Expenses (Note 10) 3,117 3,147
Total Cost of SSI Program 37,259 38,384
Less: Exchange Revenues (Notes 11 and 12) 261 268
Net Cost of SSI Program 36,998 38,116
Other
Benefit Payments 8 15
Operating Expenses (Note 10) 1,689 1,753
Total Cost of Other Program 1,697 1,768
Less: Exchange Revenues (Notes 11 and 12) 6 11
Net Cost of Other 1,691 1,757
Total Net Cost
Benefit Payments 612,586 577,712
Operating Expenses (Note 10) 10,465 10,557
Total Cost 623,051 588,269
Less: Exchange Revenues (Notes 11 and 12) 284 296
Total Net Cost $ 622,767 $ 587,973

The accompanying notes are an integral part of these financial statements.
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Consolidated Statements of Changesin Net Position for the Years Ended
September 30, 2007 and September 30, 2006

(Dollarsin Millions)

2007 2006
Cumulative Cumulative
Results of Unexpended Results of Unexpended
Operations Appropriations Operations Appropriations
Beginning Balances
Earmarked Funds $ 1,954,921 $ 57 % 1,770,660 $ 53
All Other Funds (161) 1,614 256 1,393
Total All Funds $ 1,954,760 $ 1671 $ 1,770,916 $ 1,446
Budgetary Financing Sour ces
Appropriations Received
Earmarked Funds 19,335 16,378
All Other Funds 40,334 40,454
Appropriations Transferred In/Out-Earmarked Funds 0 38
Other Adjustments
Earmarked Funds 9) (6)
Appropriations Used
Earmarked Funds 19,326 (19,326) 16,406 (16,406)
All Other Funds 39,726 (39,726) 40,233 (40,233)
Tax Revenues-Earmarked Funds (Note 13) 647,387 620,007
Interest Revenues-Earmarked Funds 108,457 99,880
Transfers In/Out Without Reimbursement
Earmarked Funds (6,268) (4,868)
All Other Funds 6,449 6,538
Railroad Retirement Interchange-Earmarked Funds (4,068) (3,959
Net Transfers In/Out
Earmarked Funds (10,336) (8,827)
All Other Funds 6,449 6,538
Other Budgetary Financing Sources-
Earmarked Funds (50) (50
Other Financing Sour ces (Non-Exchange)
Transfers In/Out-All Other Funds (2,701) (2,907)
Imputed Financing Sources-
All Other Funds (Note 14) 541 537
Total Financing Sour ces
Earmarked Funds 764,784 0 727,416 4
All Other Funds 44,015 608 44,401 221
Net Cost of Operations
Earmarked Funds 579,088 543,155
All Other Funds 43,679 44,818
Net Change
Earmarked Funds 185,696 184,261
All Other Funds 336 (417)
Ending Balances
Earmarked Funds 2,140,617 57 1,954,921 57
All Other Funds 175 2,222 (161) 1,614
Total All Funds $ 2,140,792 $ 22719 % 1,954,760 $ 1,671

The accompanying notes are an integral part of these financial statements.
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Combined Statements of Budgetary Resourcesfor the Years Ended

September 30, 2007 and September 30, 2006
(Dollarsin Millions)

2007 2006
Budgetary Resour ces (Note 15)
Unobligated Balance, Brought Forward, October 1 $ 1,791 $ 1832
Recoveries of Prior Year Unpaid Obligations 485 539
Budget Authority
Appropriation 832,560 796,683
Spending Authority from Offsetting Collections
Earned
Collected 3,984 4,224
Changein Receivable 9 (16)
Change in Unfilled Customer Orders
Advance Received 348 1
Expenditure Transfers from Trust Funds 9,364 9,204
Subtotal 846,265 810,096
Nonexpenditure Transfers, Net 274 122
Temporarily Not Available Pursuant to Public Law (183,870) (181,621)
Permanently Not Available 16 (40)
Total Budgetary Resour ces $664,961  $630,928
Status of Budgetary Resour ces (Note 15)
Obligations Incurred
Direct $657,824  $624,951
Reimbursable 3,991 4,186
Subtotal 661,815 629,137
Unobligated Balance
Apportioned 2,802 1,475
Unobligated Balance - Not Available 344 316
Total Status of Budgetary Resour ces $664,961  $630,928
Changein Obligated Balance
Obligated Balance, Net
Unpaid Obligations, Brought Forward, October 1 $ 73,058 $ 69,215
Uncollected Payments from Federal Sources,
Brought Forward, October 1 (2,069 (2,091)
Total Unpaid Obligated Balance, Net 70,989 67,124
ObligationsIncurred, Net 661,815 629,137
Gross Outlays (657,659) (624,755)
Obligated Balance Transferred, Net
Recoveriesof Prior Year Unpaid Obligations, Actual (485) (539)
Change in Uncollected Payments from Federal Sour ces (215) 22
Obligated Balance, Net, End of Period
Unpaid Obligations 76,729 73,058
Uncollected Payments from Federal Sources (2,284) (2,069)
Total Obligated Balance, Net, End of Period 74,445 70,989
Net Outlays
Gross Outlays 657,659 624,755
Offsetting Collections (13,491) (13,434)
Distributed Offsetting Receipts (22,400 (25,809)
Net Outlays $621,768  $585,512

The accompanying notes are an integral part of these financial statements.
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Statement of Social | nsurance

Old-Age, Survivorsand Disability Insurance

asof January 1, 2007

(In billions)
Estimatesfrom Prior Years
2007 2006 2005 2004 2003
unaudited unaudited unaudited
Actuarial present value for the 75-year projection period of
estimated future income (excluding interest) received from or
on behalf of: (Note 17)
Current participants who, in the starting year of the projection
period:
Have not yet attained retirement eligibility age (Ages15-61)  $17,515 $16,568 $15,290 $14,388 $13,576
Have attained retirement eligibility age (Age 62 and over) 477 533 464 411 359
Those expected to become participants (Under age 15) 16,121 15,006 13,696 12,900 12,213
All current and future participants 34,113 32,107 29,450 27,699 26,147
Actuarial present value for the 75-year projection period of
estimated future cost for or on behalf of: (Note 17)
Current participants who, in the starting year of the projection
period:
Have not yet attained retirement eligibility age (Ages 15-61) 27,928 26,211 23,942 22,418 21,015
Have attained retirement eligibility age (Age 62 and over) 6,329 5,866 5,395 4,933 4,662
Those expected to become participants (Under age 15) 6,619 6,480 5,816 5,578 5,398
All current and future participants 40,876 38,557 35,154 32,928 31,075
Actuarial present value for the 75-year projection period of
estimated future excess of income (excluding interest) over -$6,763 -$6,449 -$5,704 -$5,229 -$4,927
cost (Note 17)
Additional Information
Actuarial present value for the 75-year projection period of
estimated future excess of income (excluding interest) over -$6,763 -$6,449 -$5,704 -$5,229 -$4,927
cost (Note 17)
Combined OASI and DI Trust Fund assets at start of period 2,048 1,859 1,687 1,531 1,378
Actuarial present value for the 75-year projection period of
estimated future excess of income (excluding interest) and $4.715 -$4.501 -$4.017 -$3,699 $3.550

combined OASI and DI Trust Fund assets at start of period
over cost (Note 17)

Totals do not necessarily equal the sum of rounded components. The accompanying notes are an integral part of

these financial statements.
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NOTES TO THE BASIC FINANCIAL STATEMENTS

FOR THE YEARS ENDED SEPTEMBER 30, 2007 AND 2006
(Presented in Millions)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

REPORTING ENTITY

The Social Security Administration (SSA), as an independent agency in the executive branch of the United States
Government, is responsible for administering the nation's Old-Age and Survivors and Disability Insurance (OASDI)
programs and the Supplemental Security Income (SSI) program. SSA is considered a separate reporting entity for
financial reporting purposes, and its financia statements have been prepared to report the financial position, net cost,
changes in net position, budgetary resources and the actuarial present value for the 75-year projection period for
Social Insurance as required by the Office of Management and Budget (OMB) in OMB Circular A-136 Financial
Reporting Requirements.

Prior to June 2007 the financial statements included a Statement of Financing, the reconciliation of net cost to
budgetary resources. In conformance with new regulations effective June 2007, this reconciliation isincluded in the
accompanying footnotes. Refer to Note 16, Reconciliation of Net Cost of Operations to Budget.

The financial statements have been prepared from the accounting records of SSA on an accrual basis, in conformity
with generally accepted accounting principles (GAAP) of the United States of America and the form and content for
entity financial statements specified by OMB in Circular A-136. GAAP for Federa entities are the standards
prescribed by the Federal Accounting Standards Advisory Board (FASAB). The preparation of financial statements,
in conformity with GAAP, requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the dates of the financial
statements and the reported amounts of revenues and expenses during the reporting periods. Actual results could
differ from those estimates.

The consolidated and combined financial statements include the accounts of all funds under SSA control, consisting
primarily of the Old Age and Survivors Insurance (OASI) and Disability Insurance (DI) Trust Funds, SSA's
Limitation on Administrative Expenses (LAE), three deposit funds and four general fund appropriations. LAE isa
mechanism to allow SSA to fund its administrative operations and is considered a subset of the OASI and DI Trust
Funds. The three deposit funds are the SSI Unnegotiated Checks, SSI Payments, and Payments for Information
Furnished by SSA. The four genera funds are the Office of the Inspector General (OIG), Payments to Social
Security Trust Funds (PTF), SSI Program and Payments for Credits Against Social Security Contributions. SSA's
financial statements also include OASI and DI investment activities performed by Treasury. SSA'sfinancial activity
has been classified and reported by the following program areas. OASI, DI, SSI, LAE and Other. Other consists
primarily of PTF appropriations but also contains non-material activities.

FUND BALANCE WITH TREASURY

SSA’s Fund Balance with Treasury, shown on the Consolidated Balance Sheets, is the aggregate amount of fundsin
SSA’s accounts with the Department of the Treasury for which SSA is authorized to make expenditures and pay
liahilities. Refer to Note 4, Fund Balance with Treasury.

INVESTMENTS

Daily deposits received by the OASI and DI Trust Funds which are not required to meet current expenditures are
invested in interest-bearing obligations of the U.S. Government. The OASI| and DI Trust Fund balances may be
invested only in interest-bearing obligations of the United States or in obligations guaranteed as to both principal
and interest by the United States as provided by Section 201(d) of the Social Security Act. These investments
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consist of U.S. Treasury special issue bonds. Special issue bonds are special public debt obligations for purchase
exclusively by the OAS| and DI Trust Funds; therefore, they are non-marketable securities. Interest is computed
semi-annually (June and December). They are purchased and redeemed at face value, which is the same as their
carrying value on the Consolidated Balance Sheets.

PROPERTY, PLANT AND EQUIPMENT

SSA's property, plant and equipment (PP&E) are recorded in the LAE program, but represents the capital assets
purchased by the OASI, DI, Health Insurance (HI) and Supplemental Medical Insurance (SMI) Trust Funds.
HI/SMI’s share of capital assets is considered Non-Entity Assets. User charges are allocated to all programs based
on each program's use of capital assets during the period. All general fund activities reimburse the OASI and DI
Trust Funds for their use of OASI and DI Trust Fund assets through the calculation of user charge credits.
Statement of Federal Financial Accounting Standard (SFFAS) No. 10, Accounting for Internal Use Software
requires the capitalization of internally-developed, contractor-developed and commercia off-the-shelf (COTYS)
software. The capitalization threshold for most PP& E categoriesis $100 thousand. Automated Data Processing and
Telecommunications Site Preparation, buildings and other structures are capitalized with no threshold.

The change in PP&E from one reporting period to the next is presented on the chart in Note 16, Reconciliation of
Net Cost of Operations to Budget on the Resources that Finance the Acquisition of Assets line. This line item
represents the capital assets purchased by the OASI, DI, and HI/SMI Trust Funds that effect budgetary obligations.
However, HI/SMI’s share of capital assetsis considered Non-Entity Assets.

BENEFITS DUE AND PAYABLE

Liabilities are accrued for OASI and DI benefits due for the month of September which, by statute, are not paid until
October. Also, liabilities are accrued on benefits for past periods that have not completed processing by the close of
the fiscal year, such as benefit payments due but not paid pending receipt of a correct address, adjudicated and
unadjudicated hearings and appeals and civil litigation cases. Refer to Note 8, Liabilities.

BENEFIT PAYMENTS

SSA recognizes the cost associated with payments in the period the beneficiary or recipient is entitled to receive the
payment. OASI and DI benefit disbursements are generally made after the end of each month. SSI disbursements
are generally made on the first day of each month. By law, if the monthly disbursement date falls on aweekend or a
Federally recognized holiday, SSA is required to accelerate the entitlement date and the disbursement date to the
preceding business day.

ADMINISTRATIVE EXPENSES AND OBLIGATIONS

SSA initially charges administrative expenses to the LAE appropriation. Section 201 (g) of the Social Security Act
requires the Commissioner of Social Security to determine the proper share of costs incurred during the fiscal year
to be charged to the appropriate fund. Accordingly, administrative expenses are subsequently distributed during
each month to the appropriate OASI, DI, HI and SMI Trust Fund and general fund accounts. All such distributions
areinitially made on an estimated basis and adjusted to actual each year, as provided for in Section 1534 of Title 31,
United States Code.

Obligations are incurred in the LAE accounts as activity is processed. Obligations are incurred in each of the
financing sources (OASI, DI, SSI, and Other) once LAE's authority is recorded. Since LAE is reported with its
financing sources (other than the HI/SMI Trust Funds) on the Combined Statements of Budgetary Resources, and
this statement does not allow eliminations, LAE’s obligations are recorded twice. This is in compliance with
OMB's directive to have the Combined Statement of Budgetary Resources in agreement with the required Budget
Execution Reports (SF-133).

110 SSA FY 2007 PERFORMANCE AND ACCOUNTABILITY REPORT



FINANCIAL SECTION

RECOGNITION OF FINANCING SOURCES

Financing sources consist of funds transferred from the U.S. Treasury to the OASI and DI Trust Funds for
employment taxes (Federal Insurance Contributions Act (FICA) and Self Employment Contributions Act (SECA)),
drawdown of funds for benefit entitlement payments and administrative expenses, appropriations, gifts and other
miscellaneous receipts. On an as-needed basis, funds are drawn from the OASI and DI Trust Funds to cover benefit
payments. Asgoverned by limitations determined annually by the U.S. Congress, funds are also drawn from the
OASI and DI Trust Funds for SSA's operating expenses. To cover SSA's costs to administer a portion of the
Medicare program, funds are drawn from the HI/SMI Trust Funds.

Appropriations Used includes payments and accruals for the SSI program and for the OIG and PTF appropriations,
which are funded from Treasury's General Fund.

Employment tax revenues are made available daily based on a quarterly estimate of the amount of FICA taxes
payable by employers and SECA taxes payable from the self-employed. Adjustments are made to the estimates for
actual taxes payable and refunds made. Employment tax credits (the difference between the combined employee
and employer rate and the self-employed rate) are also included in tax revenues. Refer to Note 13, Tax Revenues.

Exchange revenue from sales of goods and services primarily include payments of fees SSA receives from those
States choosing to have SSA administer their State supplementation of Federal SSI benefits. Refer to Note 11,
Exchange Revenues. Reimbursements are recognized as the services are performed. These financing sources may
be used to pay for current operating expenses as well as for capital expenditures such as PP& E as specified by law.

Capitalized expenditures are recognized in the Combined Statements of Net Cost as they are consumed. In contrast,
budget reporting recognizes these same financing sources in the year the obligation was established to purchase the
asset.

EARMARKED FUNDS

SFFAS No. 27, Identifying and Reporting Earmarked Funds requires separate presentation and disclosure of
earmarked funds balances in the financial statements. Earmarked funds are financed by specifically identified
revenues, often supplemented by other financing sources, which remain available over time. Earmarked funds meet
the following criteria:

e A statute committing the Federal Government to use specifically identified revenues and other financing
sources only for designated activities, benefits or purposes;

e Explicit authority for the earmarked fund to retain revenues and other financing sources not used in the
current period for future use to finance the designated activities, benefits, or purposes; and

e A requirement to account for and report on the receipt, use, and retention of the revenues and other
financing sources that distinguishes the earmarked fund from the Government's general revenues.

SSA's earmarked funds are the OASI and DI Trust Funds, PTF and fees collected to cover a portion of SSA’s
administrative costs for SSI State Supplementation. Refer to Note 9, Earmarked Funds, for additional information.

2. CENTRALIZED FEDERAL FINANCING ACTIVITIES

SSA's financial activities interact with and are dependent on the financial activities of the centralized management
functions of the Federal Government that are undertaken for the benefit of the whole Federal Government. These
activities include public debt, employee retirement, life insurance and health benefit programs. However, SSA's
financial statements do not contain the results of centralized financial decisions and activities performed for the
benefit of the entire Government.
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Financing for general fund appropriations reported on the Consolidated Statements of Changes in Net Position may
be from tax revenue, public borrowing or both. The source of this funding, whether tax revenue or public
borrowing, has not been allocated to SSA.

The General Services Administration (GSA), using monies provided from the OASI and DI Trust Funds,
administers the construction or purchase of buildings on SSA's behalf. The acquisition costs of these buildings have
been charged to the OASI and DI Trust Funds, capitalized and included in these statements. SSA aso occupies
buildings that have been leased by GSA or have been constructed using Public Building Funds. These statements
reflect SSA's payments to GSA for lease, operations maintenance and depreciation expenses associated with these
buildings.

SSA's employees participate in the contributory Civil Service Retirement System (CSRS) or the Federal Employees
Retirement System (FERS), to which SSA makes matching contributions. Pursuant to Public Law 99-335, FERS
went into effect on January 1, 1987. Employees hired after December 31, 1983 are automatically covered by FERS
while employees hired prior to that date could elect to either join FERS or remain in CSRS.

SSA contributions to CSRS were $112 and $115 million for the years ended September 30, 2007 and 2006. SSA
contributions to the basic FERS plan were $273 and $247 million for the years ended September 30, 2007 and 2006.
One of the primary differences between FERS and CSRS is that FERS offers a savings plan to which SSA is
required to contribute 1 percent of pay and match employee contributions up to an additional 4 percent of basic pay.
SSA contributions to the FERS savings plan were $100 and $89 million for the years ended September 30, 2007 and
2006. These statements do not reflect CSRS or FERS assets or accumulated plan benefits applicable to SSA
employees since thisdatais only reported in total by the Office of Personnel Management.

3. NON-ENTITY ASSETS

Non-entity assets are those assets that are held by an entity, but are not available to the entity. SSA’s Non-Entity
Assets are $6,423 and $6,331 million as of September 30, 2007 and 2006. The Non-Entity Assets are composed of
(1) SSI Federa and State benefit overpayments classified as SSI accounts receivable, (2) SSI overpayments
collected, (3) General Fund's portion of fees collected to administer SSI State Supplementation, (4) General Fund's
portion of fees collected to administer Title VIII State Supplementation, (5) SSI Attorney fees that are returned to
the Department of the Treasury General Fund and (6) portions of SSA’s PP&E that were purchased with HI/SMI
funds.

The SSI receivable amounts included as a part of Accounts Receivable, Net on the Consolidated Balance Sheets are
$3,500 and $3,285 million as of September 30, 2007 and 2006. The SSI accounts receivable, net has been reduced
by $1,623 and $1,955 million for FY 2007 and 2006 respectively as intra-agency elimination. SSI Federal
overpayment collections included as a part of the Fund Balance with Treasury on the Consolidated Balance Sheets
are $2,757 and $2,905 million as of September 30, 2007 and 2006. FY 1991 Appropriations Act, Public Law 101-
157, requires that collections from repayment of SSI Federal benefit overpayments be deposited in the Department
of the Treasury Genera Fund. These funds, upon deposit, are assets of the Department of the Treasury General
Fund and shall not be used by SSA as a SSI budgetary resource to pay SSI benefits or administrative costs.
Accordingly, SSI accounts receivable and overpayment collections are recognized as non-entity assets. SSlI State
overpayment collections are used to offset reimbursements due from the States to SSA.

The Fund Balance with Treasury includes the General Fund’s portion of fees collected to administer SSI State
Supplementation in the amount of $127 and $137 million as of September 30, 2007 and 2006. The fee collection is
classified as exchange revenue. Refer to Note 11, Exchange Revenues, for a description of the SSI State
Administrative fees. In addition, the Genera Fund’'s cumulative portion of fees related to Title VIII State
Supplementation and SSI Attorney feestotaled $5 and $4 million as of September 30, 2007 and 2006.
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4. FUND BALANCE WITH TREASURY

The Fund Balance with Treasury (FBWT), shown on the Consolidated Balance Sheets, represents the total of all of
SSA's undishursed account balances with the Department of the Treasury. Chart 4a, Fund Balances, summarizes the
fund balances by fund type and by SSA major program. Other Appropriated Funds includes PTF, deposit funds, and
receipt accounts. Chart 4b, Status of Fund Balances, presents SSA’s Fund Balance with Treasury through the status
of budgetary resources. OASI, DI, and LAE Trust Fund budgetary accounts are not used in chart 4b since OAS| and
DI Trust Fund cash balances are held in investments until needed and will not match the Fund Balance with
Treasury. This means that amountsin chart 4b will not match corresponding activity on the combined SBR.

Chart 4a - Fund Balances as of September 30: Chart 4b - Status of Fund Balances as of September 30:
($in millions) ($in millions)
2007 2006 2007 2006
Trust Funds* Unobligated Balance
OAS $ (941) $ (795) Available $ 2481 $ 1,226
DI (361) (348) Unavailable 76 64
LAE 9 71
Obligated Balance Not Y et
Genera Funds Disbursed 1,948 1,495
SSl 4,445 2,725 OASI, DI and LAE (1,293) (1,072
Other 60 60 Non-Budgetary FBWT 2,934 3,065
Total $ 6146 $ 4,778
Other Funds
SSl 174 155
Other 2,760 2,910
Total $ 6146 $ 4,778

*The phrase "Trust Funds" is being used as the fund type as defined by OMB.

The negative fund balances reported for the OASI and DI Trust Funds as of September 30, 2007 and 2006 are the
result of the policy to protect the OASI and DI Trust Fund investments by not liquidating the investments until the
cash is needed. Transfers between the OASI and DI Trust Funds and Treasury are managed to favor the financial
position of the OASl and DI Trust Funds. Therefore, investments held by the OASI and DI Trust Funds are
liquidated only as needed by Treasury to cover benefit and administrative payments. To maintain consistency with
the amounts reported by Treasury for OASI and DI, the negative balances were not reclassified as liabilities on the
Consolidated Balance Sheets.

5. INVESTMENTS

The cash receipts collected from the public for the OASI and DI Trust Funds are invested in interest bearing
securities backed by the full faith and credit of the Federal government, generally U.S. par-value Treasury special
securities. Treasury special securities are issued directly by the Treasury Secretary to the OASI and DI Trust Funds
and are non-negotiable and non-transferable in the secondary market. Par-value Treasury specia securities are
issued with a stated rate of interest applied to its par amount and are purchased and redeemed at par plus accrued
interest at or before maturity. The interest rates on these investments range from 3 1/2 percent to 7 1/4 percent and
are payable on June 30, December 31, and at maturity or redemption. Investments held for the OASI and DI Trust
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Funds mature at various dates ranging from the present to the year 2022. SSA’s investments in Special Issue U.S.
Treasury Securities are $2,182,091 and $1,995,307 million as of September 30, 2007 and 2006 respectively.

Treasury special securities are an asset to the OASI and DI Trust Funds and aliability to the U.S. Treasury. Because
the OASI and DI Trust Funds and the U.S. Treasury are both part of the Government, these assets and liabilities
offset each other for consolidation purposesin the U.S. Government-wide financia statements. For this reason, they
do not represent a net asset or anet liability in the U.S. Government-wide financial statements.

The U.S. Treasury does not set aside financial assets to cover its liabilities associated with the OASI and DI Trust
Funds. The cash received from the OASI and DI Trust Funds for investment in these securities is used by the U.S.
Treasury for general Government purposes. Treasury special securities provide the OASI and DI Trust Funds with
authority to draw upon the U.S. Treasury to make future benefit payments or other expenditures. When the OASI
and DI Trust Funds require redemption of these securities to make expenditures, the Government finances those
expenditures out of accumulated cash balances, by raising taxes or other receipts, by borrowing from the public or
repaying less debt, or by curtailing other expenditures. Thisis the same way that the Government finances all other
expenditures.

6. INTEREST AND ACCOUNTS RECEIVABLE

INTEREST RECEIVABLE

Intragovernmental Interest Receivable, Net reported on the Consolidated Balance Sheets consists of accrued interest
receivable on the OASI and DI Trust Fund investments with the U.S. Treasury. Interest receivable amounts are
$27,727 and $25,631 million as of September 30, 2007 and 2006.

ACCOUNTS RECEIVABLE

Intragovernmental

Intragovernmental Accounts Receivable, Net reported on the Consolidated Balance Sheets in the amounts of $451
and $536 million as of September 30, 2007 and 2006 primarily represent amounts to be paid from the HI/SMI Trust
Funds to the LAE Appropriation. The LAE gross accounts receivable has been reduced by $1,844 and
$1,538 million as of September 30, 2007 and 2006 as an intra-agency elimination. This elimination is to offset
SSA’s LAE receivable to be paid from the appropriate fund with corresponding payables set up for anticipated LAE
disbursements.

An allowance for doubtful accounts was not applied to determine the net value of Intragovernmental Accounts
Receivable. According to SFFAS No. 1, an allowance for estimated uncollectible amounts should be recognized to
reduce the gross amount of receivables to its net realizable value; however, no potential losses have been assessed
on intragovernmental receivables based on individual account and group analysis.

With the Public

Accounts Receivable, Net reported on the Consolidated Balance Sheets is shown by SSA major program in Chart 6.
Amountsin the OASI and DI programs consist mainly of monies due to SSA from individuals who received benefits
in excess of their entitlement. The amount of SSI Accounts Receivable represents overpaid Federal and State SS
payments to be recovered from SSI recipients who are no longer eligible to receive supplemental income or receive
benefits in excess of their eligibility. Refer to Note 3, Non-Entity Assets, for a discussion of the SSI Federal and
State overpayments.
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Chart 6 - Accounts Receivable with the Public by Major Program as of September 30:
($in millions)
2007 2006
Allowance Allowance for
Gross for Doubtful Net Gross Doubtful Net

Receivable Accounts Receivable | Receivable Accounts Receivable
OAS $ 2498 $ (a66) $ 2332 $ 2238 $ (126) $ 2112
DI 4,735 (1,955) 2,780 4,378 (1,492) 2,886
SSI* 7,005 (1,781) 5,224 7,032 (1,722 5,310
LAE 14 0 14 15 0 15
Subtotal 14,252 (3,902 10,350 13,663 (3,340) 10,323
Less:
Eliminations** (2,333) 0 (2,333) (2,669) 0 (2,669)
Total $ 11919 $ (3902 $ 8017 | $ 10994 $ (33400 $ 7,654

*See Discussion in Note 3, Non-Entity Assets ~ ** Intra-Agency Eliminations

Chart 6 showsthat in FY 2007 and 2006, gross accounts receivable was reduced by $2,333 and $2,669 million as an
intra-agency elimination. This intra-agency activity results primarily from Special Disability Workloads (SDW)
cases. In aprior period, SSA determined that a group of SSI recipients who were eligible to receive DI benefits
were paid either SSI or OASI benefits. At that time, the agency recognized and established receivables from both
the OASI and SSI programs with an offsetting payable in the DI program.

SSA continues to identify and settle SDW cases and current estimates indicate that there are about 78,000 SDW
cases remaining for which SSA expects to incur a net accrued liability for the combined OASI and DI Trust Funds
and an offsetting SSI receivable. OASI SDW receivables are $710 and $714 million as of September 30, 2007 and
2006. DI SDW receivables are less than $1 million as of September 30, 2007 and 2006. SSI SDW net receivables
are $1,218 and $1,688 million as of September 30, 2007 and 2006.

A ratio of the estimated allowance for doubtful accounts is recalculated annually using a moving 5-year average of
write-offs divided by clearances comprised of write-offs, waivers, and collections. The ratio is then applied to
outstanding receivables to compute the amount of allowances for doubtful accounts.
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7. PROPERTY, PLANT AND EQUIPMENT

Property, Plant and Equipment, Net as reported on the Consolidated Balance Sheets is reflected by mgjor class in
chart 7.

Chart 7 - Property, Plant and Equipment as of September 30:
($in millions)

2007 2006
Accumulated Net Book Accumulated Net Book

Major Classes: Cost Depreciation Vaue Cost Depreciation Value
Land $ 4 % 0o $ 41 % 4 $ 0o 3 4
Buildings 513 (268) 245 388 (200) 188
Equipment (incl. ADP Hardware) 483 (401) 82 433 (356) 77
Internal Use Software 2,380 (825) 1,555 1,951 (590) 1,361
Leasehold Improvements 189 (183) 6 189 (178) 11
Total $ 3569 $ (1,677) % 1892 $ 29%5 $ (1,324 % 1,641
Major Classes: Estimated Useful Life Method of Depreciation
Land N/A N/A
Buildings 50 years Straight Line
Equipment (incl. ADP Hardware) 3-10 years Straight Line
Internal Use Software 10 years Straight Line
L easehold Improvements 6 years Straight Line

8. LIABILITIES

Liabilities of Federal agencies are classified as liabilities Covered or Not Covered by budgetary resources and are
recognized when they are incurred. Chart 8a discloses SSA’s liabilities Covered by budgetary resources and Not
Covered by budgetary resources.

Chart 8a- Liabilities as of September 30:
($in millions)
2007 2006
Not Not
Covered Covered Total Covered Covered Total
Intragovernmental :
Accrued RRI $ 3802 $ 0 $ 3802| $ 3754 $ 0 $ 3754
Accounts Payable 38 7,750 7,788 1 8,032 8,033
Other 40 55 95 39 54 93
Total Intragovernmental 3,880 7,805 11,685 3,794 8,086 11,880
Benefits Due and Payable 66,924 3,014 69,938 63,475 2,629 66,104
Accounts Payable 16 356 372 (62) 326 264
Other 644 619 1,263 278 595 873
Totd $ 71464 $11,794 $83258| $67485 $ 11636 $ 79121
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ACCRUED RAILROAD RETIREMENT INTERCHANGE

The Accrued Railroad Retirement Interchange (RRI) represents an accrued liability due the Railroad Retirement
Board (RRB) for the annual interchange from the OASI and DI Trust Funds. This annual interchange is required to
place the OASI and DI Trust Funds in the same position they would have been if railroad employment had been
covered by SSA. The law requires the transfer, including interest accrued from the end of the preceding fiscal year,
to be madein June.

INTRAGOVERNMENTAL ACCOUNTS PAYABLE

Included in the Intragovernmental Accounts Payable Not Covered by budgetary resources are amounts due to the
Department of the Treasury General Fund. A payable is recorded equal to the SSI Federa benefit overpayments
receivable when overpayments are identified and for the SSI Federal benefit overpayment collections as they are
received. Refer to Note 3, Non-Entity Assets for a description of the SSI receivables established for the repayment
of SSI benefit overpayments. Also included in the Not Covered Intragovernmental Accounts Payable amount are
$127 and $137 million as of September 30, 2007 and 2006 for SSI State Fees payable to the Department of the
Treasury General Fund. Refer to Note 3, Non-Entity Assets and Note 11, Exchange Revenues, for a discussion of
the SSI State Administrative Fees.

INTRAGOVERNMENTAL OTHER LIABILITIES

Intragovernmental Other Liabilities Covered by budgetary resources includes amounts for employer contributions
and payroll taxes and amounts advanced by Federal agencies for goods and services to be furnished. It also includes
amounts for the Federal Employees' Compensation Act (FECA), administered by DOL. FECA provides income and
medical cost protection to covered Federal civilian employees injured on the job, employees who have incurred a
work-related injury or occupational disease and beneficiaries of employees whose dezth is attributable to a job-
related injury or occupational disease. For payment purposes, claims incurred for benefits for SSA employees under
FECA are divided into current and non-current portions. The current portion represents SSA’s accrued liability due
to DOL’s FECA Specia Benefits Fund for payments made on SSA’s behalf. The funding for the liability will be
made from a future appropriation. SSA's current portion of FECA liability is $55 and $54 million as of
September 30, 2007 and 2006.

BENEFITS DUE AND PAYABLE

Benefits Due and Payable are amounts owed to program recipients that have not yet been paid as of the balance
sheet date. Chart 8b shows the amounts for SSA's major programs as of September 30, 2007 and 2006. These
amounts include an estimate for unadjudicated cases that will be payable in the future. Except for the SSI program,
the unadjudicated cases are covered by budgetary resources.

Chart 8b - Benefits Due and Payable as of September 30:
($in millions)
2007 2006

OAS| $ 44030 $ 41,677
DI 24,017 23,611
SS| 4,224 3,485
Subtotal 72,271 68,773
Less: Intra-agency eliminations (2,333) (2,669)
Tota $ 69938 $ 66,104

The amounts of Benefits Due and Payable for OAS| and DI presented in Chart 8b aso includes estimated payables
related to SDW. Refer to Note 6, Interest and Accounts Receivable. OASI payables are $325 and $329 million as
of September 30, 2007 and 2006. DI payables are $2,869 and $3,500 million as of September 30, 2007 and 2006.
In FY 2007, the OASI and DI net payables have decreased by the excess of discharged liabilities for adjudicated
cases over continued benefit accrual for previously identified cases not yet adjudicated.
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Chart 8b aso shows that as of FY 2007 and 2006, gross Benefits Due and Payable was reduced by $2,333 and
$2,669 million as an intra-agency elimination. This intra-agency activity results primarily from SDW cases. Refer
to Note 6, Interest and Accounts Receivable. Since retroactive payment of the OASI and DI benefits resultsin an
overpayment of SSI benefits, the OASI and DI payables are offset by the SSI overpayment related to SDW.
Therefore, these offsets are presented as intra-agency elimination.

Chart 8c shows the estimated net SDW liability due to the public as of September 30, 2007 and 2006.

Chart 8c - Net SDW Liability as of September 30:
($in millions)

2007 2006
Net DI Liability $ 2,869 $ 3,500
Net OASI Receivable (384) (385)
Net SSI Receivable (1,218) (1,688)
Net Liability Due to the Public $ 1,267 $ 1,427

ACCOUNTS PAYABLE

Accounts Payable Not Covered by budgetary resources consists of SSI overpayments due to States and the
SSI windfall amounts. States are entitled to any overpayment that SSA expects to collect since they make the actual
payments to the beneficiaries. SSI windfall amounts are generated when a SS| recipient is found to be eligible for
OASI or DI benefits. Any overlapping payments to the beneficiary made by OASI or DI are paid back to the
SSI program, creating the windfall amount. This windfall amount, like the state overpayment is set up as an
accounts payable until payment is made to the states.

OTHER LIABILITIES

SSA's Other Liabilities Covered by budgetary resources is comprised of accrued payroll, lease liability for purchase
contract buildings and unapplied deposit funds. Other Liabilities Not Covered by budgetary resources includes the
non-current portion of FECA, which is an actuarial liability. The non-current portion of $272 and $275 million as of
September 30, 2007 and 2006 represents the expected liability from FECA claims for the next 23 year period. This
actuarial liability was calculated using historical payment data to project future costs. The remaining portion of
Other Liabilities Not Covered by budgetary resourcesis leave earned but not taken.

CONTINGENT LIABILITIES

We have been apprised by the Internal Revenue Service (IRS) that twelve employment tax refund cases are pending
in Federal courts throughout the country. The cases concern whether medical residents should continue to be
subject to FICA taxation. FICA taxes are collected by the U.S. Treasury and then transferred to the OASI and DI
Trust Funds. The cases concern two different IRS regulations, have led to disparate outcomes for the Government
in the various courts on the question of medical resident taxation, and are being actively litigated and appealed. The
Government is contesting the cases vigorously. The Department of Justice (Tax Division) is handling the litigation
and SSA isnot anamed party. SSA isnot able to make an estimate of the possible liability, if any, at thistime.
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9. EARMARKED FUNDS

The OASI and DI Trust Funds, PTF and SSI State Administrative Fees are classified as earmarked funds. These
funds obtain revenues primarily through earmarked receipts, such as Social Security payroll taxes, and, to a lesser
extent, offsetting collections.

OASI AND DI TRUST FUNDS

The OASI Trust Fund provides assistance and protection against loss of earnings due to retirement or death and the
DI Trust Fund provides assistance and protection against the loss of earnings due to a wage earner’ s disability in the
form of monetary payments.

The OASI and DI Trust Funds are primarily funded by payroll and self-employment taxes. Additional income is
provided to these funds from interest earnings on Treasury securities, Federal agencies payments for the Social
Security benefits earned by military and Federal civilian employees, and Treasury payments for a portion of income

taxes paid on Socia Security. The law establishing the OASI and DI Trust Funds is set forth in 42 U.S.C. § 401.
Refer to Note 13, Tax Revenues for a discussion on employment taxes credited to the OASI and DI Trust Funds and
Note 6, Interest and Accounts Receivable for a discussion on interest.

Funds not withdrawn for current expenses (benefits, the financial interchange with the Railroad Retirement program,
and administrative expenses) are invested in interest-bearing Federal securities, as required by law. See Note 5,
Investments for a discussion on Treasury securities.

PTF

PTF consist of transfers authorized by law between the Department of Treasury General Fund and the OASI and DI
Trust Funds. PTF activity includes Income tax on Social Security Benefits, Reimbursable Union Activity, Coal
Industry Retiree Health Benefits, Pension Reform, Special Age 72 Benefits, Income Tax Credit Reimbursement and
Unnegotiated Check Reimbursement. PTF funds are warranted from the general fund and transferred to the OASI
and DI Trust Funds via an intragovernmental transfer. These transfers are to be reserved for specific purposesin the
future. Because of this, PTF is considered earmarked from the point that it is transferred into SSA and reported as
Appropriations Received on the Statement of Changes in Net Position.

SSI| STATE ADMINISTRATIVE FEES

Administrative Fees collected from state SSI are aso classified as earmarked funds. Section 1616.42 U.S.C
authorizes the Commissioner of Social Security to assess each state an administrative fee in an amount equal to the
number of Supplemental payments made by SSA on behalf of the state for any month in afiscal year, multiplied by
the applicable rate for the fiscal year. See Note 11, Exchange Revenues, for a discussion of SSI State
Administrative Fees.

See Charts 9a for balances of earmarked funds as reported in the Consolidated Financial Statements for the years
ended September 30, 2007 and 2006.
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Chart 9a - Earmarked Funds as of September 30:
Consolidating Schedule

($in millions)
2007
Other Total
OASI DI Earmarked Earmarked
Trust Fund Trust Fund Funds Eliminations Funds

Balance Sheet
ASSETS
Fund Balance with Treasury $ 941 $ 361 $ 65 $ 0o $ (1,237)
Investments 1,968,262 213,829 0 0 2,182,091
Interest Receivable 25,041 2,686 0 0 27,727
Accounts Receivables 2,332 2,780 0 (710) 4,402

Total Assets $ 1994694 $ 218934 $ 65 $ (710) $ 2,212,983
LIABILITIESand NET POSITION
Liabilities $ 48030 $ 24987 $ 2 % (7100 $ 72,309
Total Liabilities 48,030 24,987 2 (710) 72,309
Unexpended Appropriations 0 0 57 0 57
Cumulative Results of Operations 1,946,664 193,947 6 0 2,140,617

Total Liabilities and Net Position $ 1994694 $ 218934 $ 65 $ (710) $ 2,212,983
Statement of Net Cost
Program Costs $ 481615 $ 97589 % 3 $ 0o $ 579,207
Less Earned Revenue 0 0 119 0 119
Net Cost of Operations $ 481615 $ 97589 $ (116)  $ 0 $ 579,088
Statement of Changesin Net
Position
Net Position Beginning of Period $ 1,771,908 $ 183,007 $ 63 $ 0 $ 1954978
Adjustments (5,042 5,042 0 0 0
Beginning Balances, Adjusted $ 1766866 $ 188,049 $ 63 $ 0 $ 1,954,978
Non-Exchange Revenue 10,568 (1,512) (116) 0 8,940
Net Cost of Operations (481,615) (97,589) 116 0 (579,088)
Taxes and Interest Revenue 650,845 104,999 0 0 755,844
Change in Net Position 179,798 5,898 0 0 185,696
Net Position End of Period $ 1946664 $ 193947 $ 63 $ 0 $ 2140674

Chart 9a includes iminations between SSA’s earmarked funds which primarily represent eliminations for SDW
activity between the OASI and DI Trust Funds; however, $2,785 million of liabilities in the earmarked funds for the
year ended September 30, 2007 need to be eiminated against LAE and SSI, which are not earmarked. Therefore,
due to the separate presentation of earmarked funds only in this note, those eliminations have not been included in
chart 9a.

Near the close of FY 2005, SSA determined that the DI Trust Fund had not been reimbursed for certain expenses
initially paid from the DI Trust Fund on behalf of the OASI Trust Fund. SSA’s General Counsel and Counsel from
the U.S. Department of the Treasury determined that current law supports the transfer of the principal balance of
$3,253 million and the interest balance of $2,362 million from the OASI Trust Fund to the DI Trust Fund as of
September 17, 2007. SSA's Net Position remains unchanged as aresult of thisimmaterial transfer. After consulting
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with OMB and Treasury on this matter, SSA reported $573 million of the transfer as current year activity while the
remainder, $5,042 million, has been reported as an adjustment to the beginning balances within the current period.

Chart 9a - Earmarked Funds as of September 30:
Consolidating Schedule
($in millions)

2006
Other Total
OAS| DI Earmarked Earmarked
Trust Fund Trust Fund Funds Eliminations Funds

Balance Sheset
ASSETS
Fund Balance with Treasury $ (795) $ (348) $ 66 $ 0o $ (1,077)
Investments 1,793,129 202,178 0 0 1,995,307
Interest Receivable 23,004 2,627 0 0 25,631
Accounts Receivables 2,114 2,887 0 (714) 4,287

Total Assets $ 1817452 $ 207,344  $ 66 $ (714 $ 2,024,148
LIABILITIESand NET POSITION
Liabilities $ 45544  $ 24337 % 3 % (714) 3 69,170
Total Liabilities 45,544 24,337 3 (714) 69,170
Unexpended Appropriations 0 0 57 0 57
Cumulative Results of Operations 1,771,908 183,007 6 0 1,954,921

Total Liabilities and Net Position $ 1817452 % 207,344  $ 66 $ (714 $ 2,024,148
Statement of Net Cost
Program Costs $ 452,144  $ 91,128 % 0 $ 0o $ 543,272
Less Earned Revenue 0 0 117 0 117
Net Cost of Operations $ 452144  $ 91,128 $ 1177y $ 0 $ 543,155
Statement of Changesin Net
Position
Net Position Beginning of Period $ 1595523 $ 175137 % 5 % 0 $ 1,770,713
Non-Exchange Revenue 9,138 (1,498) (107) 0 7,533
Net Cost of Operations (452,144) (91,128) 117 0 (543,155)
Taxes and Interest Revenue 619,391 100,496 0 0 719,887
Change in Net Position 176,385 7,870 10 0 184,265
Net Position End of Period $ 1771008 $ 183,007 $ 63 $ 0 $ 1954978
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Charts 9b present the Statement of Changes in Net Position in columnar format. Eliminations have no effect on
columnar totals presented for the years ended September 30, 2007 and 2006.

Chart 9b - Earmarked Funds (Columnar Approach) as of September 30:
Consolidated Schedule
($in millions)

2007

Cumulative Results of Operations

Consolidated Consolidated

Earmarked All Other Consolidated
Funds Funds Total

Beginning Balances $ 1954921 3 (161) $ 1,954,760
Budgetary Financing Sources

Appropriations Used 19,326 39,726 59,052

Tax Revenues (Note 13) 647,387 0 647,387

Interest Revenues 108,457 0 108,457

Transfers In/Out Without Reimbursement (6,268) 6,449 181

Railroad Retirement Interchange (4,068) 0 (4,068)

Net Transfers In/Out (10,336) 6,449 (3,887)

Other Budgetary Financing Sources (50) 0 (50)
Other Financing Sources (Non-Exchange)

Transfers-In/Out 0 (2,701) (2,701)

Imputed Financing Sources (Note 14) 0 541 541
Total Financing Sources 764,784 44,015 808,799
Net Cost of Operations 579,088 43,679 622,767
Net Change 185,696 336 186,032
Cumulative Results of Operations $ 2140617 $ 175  $ 2,140,792

Chart 9b - Earmarked Funds (Columnar Approach) as of September 30:

($in millions)
2007
Unexpended Appropriations
Consolidated Consolidated
Earmarked All Other Consolidated
Funds Funds Total

Beginning Balances $ 57 $ 1614 $ 1,671
Budgetary Financing Sources

Appropriations Received 19,335 40,334 59,669

Other Adjustments 9) 0 9)

Appropriations Used (19,326) (39,726) (59,052)
Total Budgetary Financing Sources 0 608 608
Total Unexpended Appropriations 57 2,222 2,279
Net Position $ 2140674 $ 2397 $ 2143071
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Chart 9b - Earmarked Funds (Columnar Approach) as of September 30:

Consolidated Schedule
($in millions)

2006

Cumulative Results of Operations

Consolidated Consolidated
Earmarked All Other Consolidated
Funds Funds Total

Beginning Balances $ 1770660 $ 256 $ 1,770,916
Budgetary Financing Sources

Appropriations Used 16,406 40,233 56,639

Tax Revenues (Note 13) 620,007 0 620,007

Interest Revenues 99,880 0 99,880

Transfers In/Out Without Reimbursement (4,868) 6,538 1,670

Railroad Retirement Interchange (3,959) 0 (3,959)

Net Transfers In/Out (8,827) 6,538 (2,289)

Other Budgetary Financing Sources (50) 0 (50)
Other Financing Sources (Non-Exchange)

Transfers-In/Out 0 (2,907) (2,907)

Imputed Financing Sources (Note 14) 0 537 537
Total Financing Sources 727,416 44,401 771,817
Net Cost of Operations 543,155 44,818 587,973
Net Change 184,261 (417) 183,844
Cumulative Results of Operations $ 1954921 $ (161) $ 1,954,760
Chart 9b - Earmarked Funds (Columnar Approach) as of September 30:
($in millions)

2006

Unexpended Appropriations

Consolidated Consolidated
Earmarked All Other Consolidated
Funds Funds Total

Beginning Balances $ 53 $ 1,393 $ 1,446
Budgetary Financing Sources

Appropriations Received 16,378 40,454 56,832

Appropriations Transferred In/Out 38 0 38

Other Adjustments (6) 0 (6)

Appropriations Used (16,406) (40,233) (56,639)
Total Budgetary Financing Sources 4 221 225
Total Unexpended A ppropriations 57 1,614 1,671
Net Position $ 1954978 $ 1453 $ 1956431
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10. OPERATING EXPENSES

CLASSIFICATION OF OPERATING EXPENSES BY MAJOR PROGRAM

Chart 10a displays SSA’s operating expenses for each major program. The HI/SMI Trust Funds' shares of SSA’s
operating expenses, which include the Medicare Prescription Drug Program, are recorded in Other. In addition to
LAE operating expenses, SSA programs incur other operating expenses that are reported on the Statements of Net
Cost. OASI and DI Trust Fund Operations include expenses of the Department of the Treasury to assist in
managing the OASI and DI Trust Funds. Vocationa Rehabilitation includes expenditures of State agencies for
vocational rehabilitation of DI and SSI beneficiaries.

Chart 10a - SSA's Operating Expenses by Major Program as of September 30:
($in millions)

2007
OAS! and DI
LAE Trust Fund Vocational
SSA OIG Operations Rehabilitation Total
OASl $ 2474 $ b % 589 % 0 $ 3,099
DI 2,347 34 106 73 2,560
SS| 3,013 0 0 104 3,117
Other 1,662 24 0 3 1,689
$ 94% $ % 3% 695 % 180 $ 10,465

Chart 10a - SSA's Operating Expenses by Major Program as of September 30:

($in millions)
2006
OASI and DI
LAE Trust Fund Vocational
SSA OIG Operations Rehabilitation Total
OASl $ 2420 $ 3B % 628 $ 0 $ 3,083
DI 2,356 34 176 8 2,574
SS| 3,044 0 0 103 3,147
Other 1,730 23 0 0 1,753
$ 9550 $ 2 $ 804 $ 111 $ 10,557

CLASSIFICATION OF OPERATING EXPENSES BY STRATEGIC GOAL

SSA’s Annual Performance Plan (APP) is characterized by broad-based strategic goals that are supported by the
entire Agency. Thefour goals are:

e Service-- To deliver high-qudlity, citizen-centered service;

e  Stewardship -- To ensure superior stewardship of Social Security programs and resources,

e Solvency -- To achieve sustainable solvency and ensure Social Security programs meet the needs of current and
future generations; and

e  Staff -- To strategically manage and align staff to support SSA’s mission.

Charts 10b and 10c exhibit distribution of FY 2007 and 2006 SSA and OIG LAE operating expenses to the four
APP Strategic goals which agree to the Agency’s LAE budget appropriation. OASI and DI Trust Fund Operations
and Vocational Rehabilitation expenses (see chart 10a) are not included in LAE by strategic goal as these amounts
are disbursed from the OASI and DI Trust Funds and are not directly linked to the budget authority.
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Chart 10k Chart 10¢
FY 2007 Operating Expenses Fy 2006 Operating Expenses
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11. EXCHANGE REVENUES

Revenue from exchange transactions is recognized when goods and services are provided. The goods and services
provided are priced so that charges do not exceed the Agency’s cost. Total exchange revenues are $284 and $296
million for the years ended September 30, 2007 and 2006. SSA exchange revenue primarily consists of fees
collected to administer SSI State Supplementation. SSA has agreements with 23 States and the District of Columbia
to administer some or al of the States' supplement to Federal SSI benefits. Additional administrative fees are
collected for administering Title VIII State Supplementation and handling SSI attorney fees. SSA earned
administrative fee revenue in the amount of $250 and $253 million for the years ended September 30, 2007 and
2006.

A portion of the administrative fees earned by SSA are non-entity assets, which are included within Fund Balance
with Treasury in the amount of $131 and $140 million for the years ended September 30, 2007 and 2006. The
portion of these non-entity asset fees collected to administer SSI State Supplementation total $127 and $137 million
as of September 30, 2007 and 2006. The fees are deposited directly to the Department of the Treasury General Fund
and reported as a part of Fund Balance with Treasury on the Consolidated Balance Sheets. A corresponding
accounts payable to the Department of the Treasury General Fund is presented so that net position is not affected by
this activity. The remainder of the administrative fees, which meet the criteria of an earmarked fund, in the amount
of $119 and $117 million for the years ended September 30, 2007 and 2006 are maintained to defray expenses in
carrying out the SSI program.

In addition, SSA earned $34 and $43 million for the years ended September 30, 2007 and 2006 in other exchange
revenue.
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12. COSTS AND EXCHANGE REVENUE CLASSIFICATIONS

Chart 12 displays costs and exchange revenue by Intragovernmental and Public classifications. Intragovernmental
costs are related to activity with Federal entities, which include: payments for processing benefit and administrative
checks, employee benefits and imputed financing costs. Refer to Note 14, Imputed Financing for additional
information. Public costs are related to activity with non-Federal entities, which include: OASI and DI benefit
payments, SSI payments, and payroll and other administrative costs. Intragovernmental exchange revenue is
collections received from Federal entities for services provided which includes reimbursements from the United
States Department of Agriculture for the Food Stamp Program. Public exchange revenue is collections received
from non-Federa entities for services provided which includes fees for administering the states portion of
SSI payments. The Other program primarily reports the costs and revenues that SSA incurs in administering a
portion of the Medicare program.

Chart 12- Costs and Exchange Revenue Classifications as of September 30:
($in millions)
2007 2006
Gross Less Earned Net Gross Less Earned Net
Cost Revenue Cost Cost Revenue Cost
OASI Program
Intragovernmental $ 1201 % ® $ 128| $ 1309 $ 3 $ 1,306
Public 482,834 [©)] 482,831 453,290 (5) 453,285
OASI Subtotal 484,125 9 484,116 454,599 8 454,501
DI Program
Intragovernmental 774 5) 769 776 (@] 772
Public 99,196 (3 99,193 92,742 (5) 92,737
DI Subtotal 99,970 (8 99,962 93,518 9 93,509
SSI Program
Intragovernmental 853 @) 846 856 (8 848
Public 36,406 (254) 36,152 37,528 (260) 37,268
SSI Subtotal 37,259 (261) 36,998 38,384 (268) 38,116
Other Program
Intragovernmental 475 (@] 471 459 )] 457
Public 1,222 (2 1,220 1,309 (9) 1,300
Other Subtotal 1,697 (6) 1,691 1,768 (11 1,757
Total $623051 % (284) $622,767 | $588269 $ (296) $587,973
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13. TAX REVENUES

Employment tax revenues are estimated monthly by the Department of the Treasury based on SSA's quarterly
estimate of taxable earnings. These estimates are used by the Department of the Treasury to credit the Social
Security OASI and DI Trust Funds with tax receipts received during the month. Treasury makes adjustments to the
amounts previously credited to the OAS| and DI Trust Funds based on actual wage data certified quarterly by SSA.

As required by current law, the Social Security OASI and DI Trust Funds are due the total amount of employment
taxes payable regardliess of whether they have been collected. These estimated amounts are subject to adjustments
for wages that were previously unreported, employers misunderstanding the wage reporting instructions, businesses
terminating operations during the year, or errors made and corrected with either the Internal Revenue Service (IRS)
or SSA. Revenues to the OASI and DI Trust Funds are reduced for excess employment taxes, which are refunded
by offset against income taxes. The Consolidated Statements of Changes in Net Position recognizes tax revenues of
$647,387 and $620,007 million for the years ended September 30, 2007 and 2006.

14. IMPUTED FINANCING

The Consolidated Statements of Net Cost recognizes post-employment benefit expenses of $939 and $937 million
for the years ended September 30, 2007 and 2006 as a portion of operating expenses. The expense represents SSA's
share of the current and estimated future outlays for employee pensions, life and health insurance. The Consolidated
Statements of Changes in Net Position recognizes an imputed financing source of $541 and $537 million for the
years ended September 30, 2007 and 2006 that represents annual service cost not paid by SSA.

15. BUDGETARY RESOURCES

APPROPRIATIONS RECEIVED

The Combined Statements of Budgetary Resources discloses Appropriations Received of $832,560 and
$796,683 million for the years ended September 30, 2007 and 2006. Appropriations Received on the Consolidated
Statements of Changes in Net Position are $59,669 and $56,832 million for the same years. The primary differences
of $772,891 and $739,851 million represent appropriated OASI and DI Trust Fund receipts. The Consolidated
Statements of Changesin Net Position reflects new appropriations received during the year; however, those amounts
do not include dedicated and earmarked receiptsin the OASI and DI Trust Funds.

Appropriations Received for PTF are recorded based on warrants received from the general fund and presented as
Other in the financial statements. These amounts are transferred to the Bureau of Public Debt where they are also
recorded as Appropriations Received in the OASI and DI Trust Funds. Since OASI and DI Trust Fund activity is
combined with Other on SSA’s Combined Statements of Budgetary Resources, Appropriations Received for PTF
are duplicated. This is in compliance with OMB’s directive to have the Combined Statements of Budgetary
Resources in agreement with the required Budget Execution Reports (SF-133). These amounts are also included on
the Consolidated Statements of Changesin Net Position for Other in Appropriations Received.
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APPORTIONMENT CATEGORIES OF OBLIGATIONS INCURRED

OMB usually distributes budgetary resourcesin an account or fund. Apportionments by fiscal quarters are classified
as Category A. Other apportionments such as activities, projects, objects or a combination of these categories are
classified as Category B. Chart 15a reflects the amounts of direct and reimbursable obligations incurred against
amounts apportioned under Category B, and Exempt from Apportionment. The variance between FY 2007 and
FY 2006 concerning Category B and Exempt from Apportionment is due to areclassification of certain activities.

During FY 2006, it was determined that certain activities, consisting primarily of the OASI and DI Trust Fund
transfer accounts and the Taxation of Socia Security Benefits, should be classified as Exempt from Apportionment
since these activities do not receive an apportionment from OMB.

Chart 15a - Apportionment Categories of Obligations Incurred as of September 30:
($inmillions)
2007 2006
Direct Reimbursable Tota Direct Reimbursable Tota
CategoryB  $ 50450 $ 3991 $ 54441 | $ 50,227 % 4181 $ 54,408
Exempt 607,374 0 607,374 574,724 5 574,729
Total $657824 % 3991 $661,815| $624951 $ 4,186 $ 629,137

PERMANENT INDEFINITE APPROPRIATION

SSA has three Permanent Indefinite Appropriations: OASI and DI Trust Funds and Title VIII. The OASI Trust
Fund provides monetary assistance and protection against the loss of earnings due to retirement or death. The
DI Trust Fund provides monetary assistance and protection against the loss of earnings due to a wage earner’s
disability. The authority remains available aslong as there are qualified beneficiaries.

The Title VIII Program was established as part of Public Law 106-169, Foster Care Independence Act of 1999. It
provides special benefits to World War |1 Philippine veterans receiving SSI, who wanted to spend their remaining
years outside the United States. Prior to the passage of PL 106-169, their SSI benefits would terminate the month
after the veterans leave the U.S. Under the new law, these veterans will receive 75 percent of their benefits. The
authority remains available as long as there are qualified recipients.

LEGAL ARRANGEMENTS AFFECTING USE OF UNOBLIGATED BALANCES

All OASI and DI Trust Fund receipts collected in the FY are reported as new budget authority on the Combined
Statements of Budgetary Resources. As beneficiaries pass the various entitlement tests prescribed by the Social
Security Act, benefit payments and other outlays are obligated in the OASI and DI Trust Funds. The portion of
OASI and DI Trust Fund receipts collected in the FY that exceeds the amount needed to pay benefits and other valid
obligations in that FY is precluded by law from being available for obligation. At the end of the FY, this excess of
receipts over obligations is reported as Temporarily Not Available Pursuant to Public Law in the SBR; therefore, it
is not classified as budgetary resources in the FY collected. However, al such excess receipts are assets of the
OASI| and DI Trust Funds and currently become available for obligation as needed; therefore, they are not
considered non-entity assets. Chart 15b displays OASI and DI Trust Fund activities and balances. The OASI and
DI Trust Fund Balances, Ending totals are included in Investments on the Consolidated Balance Sheets.
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Chart 15b - OASI and DI Trust Fund Activities as of September 30:
($inmillions)
2007 2006

Beginning Balance $ 1,924,920 $ 1,743,299
Receipts 773,198 739,961
Less Obligations 589,328 558,340
Excess of Receipts Over Obligations 183,870 181,621
Ending Balance $ 2,108,790 $ 1,924,920

UNDELIVERED ORDERS AT THE END OF THE PERIOD

Undelivered orders consist of unpaid orders of goods and/or services, which have not been actually or constructively
received by SSA. SSA's total undelivered orders are $1,481 and $1,373 million for the years ended
September 30, 2007 and 2006.

EXPLANATION OF MATERIAL DIFFERENCES BETWEEN THE STATEMENT OF
BUDGETARY RESOURCES AND THE BUDGET OF THE UNITED STATES GOVERNMENT

A reconciliation of budgetary resources, obligations incurred and outlays as presented in the Combined Statement of
Budgetary Resources, to amounts included in the Budget of the United States Government for the year ended
September 30, 2006 has been conducted. There are no material differences between the Combined Statement of
Budgetary Resources and the Budget of the United States Government.

A reconciliation has not been presented for the year ended September 30, 2007 since this report is published in
November 2007 but the actual budget data for FY 2007 will not be available until December 2007 by the
Department of Treasury.
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16. RECONCILIATION OF NET COST OF OPERATIONS TO
BUDGET

Reconciliation of Net Cost of Operationsto Budget for the Y ears Ended
September 30, 2007 and September 30, 2006
(Dollarsin Millions)

2007 2006

Resour ces Used to Finance Activities:

Budgetary Resources Obligated
Obligations Incurred $ 661,815 $ 629,137
Less: Offsetting Collections and Recoveries (14,190) (13,952)
Obligations Net of Offsetting Collections and Recoveries 647,625 615,185
Less: Offsetting Receipts (22,400) (25,809)
Net Obligations 625,225 589,376

Other Resources
Imputed Financing 541 537
Other (249) (253)
Net Other Resources Used to Finance Activities 292 284
Total Resources Used to Finance Activities 625,517 589,660

Resources Not Part of the Net Cost of Operations:
Change in Budgetary Resources Obligated, Not Y et Provided 238 (16)
Resources that Fund Expenses Recognized in Prior Periods 3) (10)
Budgetary Offsetting Collections and Receipts that Do Not

Affect Net Cost of Operations 21,461 20,158
Resources that Finance the Acquisition of Assets (492) (458)
Other Resources or Adjustments to Net Obligated Resources

that Do Not Affect Net Cost of Operations (24,666) (21,633)
Total Resources Not Part of the Net Cost of Operations (3,462) (1,959
Total Resources Used to Finance the Net Cost of Operations 622,055 587,701

Components of the Net Cost of Operationsthat Will Not

Require or Generate Resourcesin the Current Period:

Components Requiring or Generating Resources in Future Periods
Increasein Annual Leave Liability 0 3
Other 386 361
Total Components of Net Cost of Operations that Will

Require or Generate Resources in Future Periods 386 364

Components Not Requiring or Generating Resources
Depreciation and Amortization 296 234
Other 30 (326)
Total Components of Net Cost of Operations that Will Not

Require or Generate Resources 326 (92)
Total Components of Net Cost of Operations that Will Not

Require or Generate Resources in the Current Period 712 272
Net Cost of Operations $ 622,767 $ 587,973

Chart 16, presents a reconciliation between proprietary and budgetary information. In previous years this
reconciliation was accomplished by presenting the Statement of Financing as a Basic Financial Statement.
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Effective for FY 2007, per OMB’s authority under SFFAS #7, this information is presented as a schedule to the
notes.

17. SOCIAL INSURANCE DISCLOSURES

The Statement of Social Insurance discloses the actuarial present value for the 75-year projection period of the
estimated future income (excluding interest), estimated future cost, and the excess of income over cost for the “open
group” of participants. The open group of participants includes al current and future participants (including those
born during the projection period) who are now or who are expected to eventually participate in the OAS| and or
DI Socia Insurance programs.

Actuarial present values are computed on the basis of the intermediate economic and demographic assumptions
specified in the 2007 Annual Report of the Board of Trustees of the Federal Old-Age and Survivors Insurance and
Disability Insurance Trust Funds (the Trustees Report) and over the 75-year projection period beginning January 1,
2007. Similar estimates are shown in the Statement of Social Insurance based on the prior four Trustees Reports
reflecting actuarial present values at January 1 of the applicable year.

Estimated future income (excluding interest) consists of payroll taxes from employers, employees, and
self-employed persons; revenue from Federal income-taxation of scheduled OASDI benefits; and miscellaneous
reimbursements from the General Fund of the Treasury. The estimated future cost includes benefit amounts
scheduled under current law, administrative expenses, net transfers with the Railroad Retirement program, and
vocational rehabilitation expenses for disabled beneficiaries.

In addition to the actuarial present value of estimated future excess of income over cost, shown in the basic financial
statements, for the open group of participants, it is possible to make a similar calculation for the “closed group” of
participants. The closed group of participants consists of those who, in the starting year of the projection period,
have attained age 15. The closed group is further divided into those who have attained retirement eligibility age in
the starting year of the projection period and those who attained age 15 through 61 in the starting year of the
projection period. In order to calculate the actuarial present value of estimated future excess of income over cost for
the closed group, one would subtract the actuarial present value of estimated future cost for or on behalf of the
specified group of current participants from the actuarial present value of estimated future income (excluding
interest) for that group of participants.

Also included on the face of the Statement of Social Insurance as “additional information” for the open group are
(1) the actuarial present value of the excess of estimated future income over the estimated future cost, (2) the
combined OASI and DI Trust Fund assets at the start the period, and (3) the sum of (1) and (2). While this additional
information is not required by the applicable accounting standards, SSA believes their inclusion enhances eval uation
of thefinancial status of the program.

Combined OASI and DI Trust Fund assets represent the accumulated excess of all past income, including interest on
prior combined OASI and DI Trust Fund assets, over all past expenditures for the socia insurance program. The
combined OASI and DI Trust Fund assets as of January 1, 2007 totaled $2,048 billion and were comprised almost
entirely of investment securities which are backed by the full faith and credit of the Federal government.

The actuarial present value, for a 75-year projection period, of estimated future excess of income over cost, and
combined OASI and DI Trust Fund assets at the start of the period, is shown as a negative value which represents
the magnitude of what is commonly referred to as the “open group unfunded obligation” of the program over the
75-year projection period. This value isincluded in the applicable Trustees Report and is also shown in the Report
as a percentage of taxable payroll and gross domestic product over the period.
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ASSUMPTIONS USED FOR THE STATEMENT OF SOCIAL INSURANCE

The estimates used in this presentation for the current year (2007) are based on the assumption that the income and
cost of the programs will continue at the levels scheduled under current law. They are also based on various
economic and demographic assumptions, including those in the following table:

Table 1: Significant Assumptionsand Summary Measures Used for the Statement of Social | nsurance 2007

Period Life
Expectancy At Annua
Birth® Percentage Change In:
Age-Sex-

Adjusted Net Annual Real-Wage Average Average

Total Death Rate? Immigration | Differentia® | Annual Wage Annual

Fertility (per (persons per (percentage in Covered Total Real Interest
Rate 100,000) Male | Femae year)* points) Employment® | CPI” | Employment® | GDP® Rate™
2007 2.04 839.8 75.1 79.7 1,075,000 2.7 4.6 19 1.0 2.6 4.6%
2010 2.03 825.3 75.5 79.9 1,000,000 14 42 2.8 0.8 2.6 5.7%
2020 2.02 764.5 76.7 80.7 950,000 1.0 38 2.8 04 21 5.7%
2030 2.00 705.4 7.7 81.6 900,000 11 39 28 0.3 20 5.7%
2040 2.00 652.8 78.6 82.4 900,000 11 39 28 0.4 20 5.7%
2050 2.00 606.6 79.5 83.1 900,000 11 39 28 03 20 5.7%
2060 2.00 565.7 80.3 83.8 900,000 11 39 238 0.3 19 5.7%
2070 2.00 529.3 811 845 900,000 11 39 238 0.3 19 5.7%
2080 2.00 496.8 81.9 85.1 900,000 11 39 28 03 19 5.7%

1. Thetotd fertility rate for ayear isthe average number of children who would be born to awoman in her lifetime if she were to experience

10.

the birth rates by age assumed for the selected year, and if she were to survive the entire childbearing period.

The age-sex-adjusted death rate is the crude rate that would occur in the enumerated total population as of April 1, 2000, if that population
were to experience the death rates by age and sex assumed for the selected year. It isasummary measure and not a basic assumption; it
summarizes the basic assumptions from which it is derived.

The period life expectancy for agroup of persons born in the selected year is the average that would be attained by such personsif the group
were to experience in succeeding years the death rates by age assumed for the given year. It isasummary measure and not abasic
assumption; it summarizes the effects of the basic assumptions from which it is derived.

Net annual immigration is the number of persons who enter during the year (both legally and otherwise) minus the number of persons who
leave during the year.

The real-wage differential is the difference between the percentage increases in the average annual wage in covered employment and the
average annual Consumer Price Index (CPI).

The average annual wage in covered employment is the total amount of wages and salaries for al employment covered by the

OASDI program in ayear, divided by the number of employees with any such earnings during the year. It is a summary measure and not a
basic assumption; it summarizes the basic assumptions from which it is derived.

The CPI isthe annual average value for the calendar year of the CPI for Urban Wage Earners and Clerical Workers (CPI-W).

Total employment represents total of civilian and military employment in the U.S. It is asummary measure and not a basic assumption; it
summarizes the basic assumptions from which it is derived.

Thereal Gross Domestic Product (GDP) is the value of total output of goods and servicesin the U.S. economy, expressed in 2000 dollars.
It isa summary measure and not a basic assumption; it summarizes the effects of the basic assumptions from which it is derived.

The average annual interest rate is the average of the nominal interest rates, which are compounded semiannually, for special public-debt
obligations issuable to the OAS| and DI Trust Funds in each of the 12 months of the year. It isasummary measure and not a basic
assumption; it summarizes the basic assumptions from which it is derived.
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The estimates used in the Statement of Social Insurance for the current year and in corresponding Statements in
prior years are based on various economic and demographic assumptions. The values for each of these assumptions
move from recently experienced levels or trends toward long-range ultimate values within 2 to 25 years from the
start of the projection period. These ultimate values are summarized in Table 2. Detailed information, similar to
for the prior years is publicly avalable on the SSA website at:

that denoted within Table 1,

http://www.ssa.gov/finance/.

Table2: Significant Ultimate Assumptions and Summary Measures Used for the Statement of Social Insurance

for Current and Prior Years

Average Average Annual Percentage Change In:
Annual
Percentage Average
Reductionin Net Annual Real-Wage Annual
Total the Age-Sex Immigration Differential® | Average Annual Real
Y ear of Fertility | Adjusted Death (persons per (percentage | Wagein Covered Interest
Statement Rate* Rates’ year)® points) Employment® CPI® Total Employment” Rate®
FY 2007 2.0 0.71 900,000 11 39 2.8 0.4 29
FY 2006 2.0 0.72 900,000 11 39 28 04 29
FY 2005 1.95 0.72 900,000 11 39 28 0.3 3.0
unaudited
FY 2004 1.95 0.72 900,000 11 39 28 04 3.0
unaudited
FY 2003 1.95 0.76 900,000 11 4.1 3.0 04 3.0
unaudited

Thetotal fertility rate for ayear isthe average number of children who would be born to awoman in her lifetime if she were to experience
the birth rates by age assumed for, the selected year, and if she were to survive the entire childbearing period. The ultimate total fertility
rate is assumed to be reached in the 25" year of the projection period. For the 2006 estimates, the ultimate total fertility rate was increased
from 1.95to 2.0.

The age-sex-adjusted death rate is computed as the crude rate that would occur in the enumerated total population as of a standard date if
that population were to experience the death rates by age and sex for the selected year. For the FY 2003 statement, the standard date was
April 1,1990. For the 2004-2007 statements, the standard date was April 1, 2000. The more recent standard date places greater weight on
higher ages where reduction in death rates is assumed to be slower. It isasummary measure and not a basic assumption; it summarizes the
basic assumptions from which it isderived. The value presented is the average annual percentage reduction during each measurement
period. The annua rate of reduction declines gradually during the period, so no ultimate rateis achieved. For the 2007 Statement, the
average annual rate of reduction is computed based on death-rate levels, as shown in Table 1.

Net annual immigration is the number of persons who enter during the year (both legally and otherwise) minus the number of persons who
leave during the year. The ultimate assumption is reached by the 20" year of the projection period.

The real-wage differential is the difference between the percentage increasesin the average annual wage in covered employment, and the
average annual Consumer Price Index (CPI). Except for minor fluctuations, the ultimate assumption is reached within the first 10 years of
the projection period.

The average annual wage in covered employment is the total amount of wages and salaries for al employment covered by the

OASDI program in ayear divided by the number of employees with any such earnings during the year. It isasummary measure and not a
basic assumption; it summarizes the basic assumptions from which it is derived. The annual rate of change stabilizes after the first 10 years
of the projection period except for minor fluctuations.

The CPI isthe annual average value for the calendar year of the CPI for Urban Wage Earners and Clerical Workers (CPI-W). The ultimate
assumption is reached within the first 10 years of the projection period. For the 2004 estimates, the assumption was decreased from 3.0 to
2.8 percent.

Total employment represents total of civilian and military employment inthe U.S. It isasummary measure and not a basic assumption; it
summarizes the basic assumptions from which it is derived. The average annual percentage change in total employment is for the entire
75-year projection period. The annual rate of increase tends to decline through the period reflecting the slowing growth rate of the working-
age population. Thus, no ultimate rate of change is achieved. For the 2007 Statement, the average annual rate of change is consistent with
the annual percentages as shown in Table 1.

The average annual real interest rate reflects the expected annual real yield for each year on securitiesissuable in the prior year. The
ultimate rate is assumed to be reached within the first 10 years of the projection period. For the 2006 Statement, the assumption was
decreased from 3.0 to 2.9 percent. For the 2007 Statement, the average annual real interest rate is consistent with the nominal interest rates
shownin Table 1.
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These assumptions and the other values on which Table 2 is based reflect the intermediate assumptions of the
2007-2003 Trustees Reports. Estimates made in prior years differ substantially because of revisions to the
assumptions based on changesin conditions or experience, and to changesin actuarial methodology. It is reasonable
to expect more changes for similar reasons in future reports.

Additional information on Social Insurance is contained in the Required Supplementary Information: Social
Insurance of this report.

18. RECOVERY OF MEDICARE PREMIUMS

SSA identified a systemic and recurring error in the process for recovering certain transfers to the Centers for
Medicare and Medicaid Services (CMS) of Medicare Part B premiums. Beneficiaries of OASDI may elect to have
SSA withhold their monthly Medicare premium. In these cases, SSA acts as an intermediary by collecting Medicare
premiums through withholdings from social security payments. The premiums are then transferred to CMS.  If
notification of a beneficiary’s death is not received timely, payments may be disbursed after a beneficiary’s death
and Medicare premiums transfers made to CMS. SSA has procedures in place to recover overpayments made to
beneficiaries, but prior to December 2002, SSA generally did not have procedures to recover Medicare premiums
transferred to CMS. As aresult, SSA estimates that approximately $800 million of premiums were transferred to
CMS since the inception of the Medicare program through November 2002. SSA and Health and Human Services
are currently conducting research to determine the most appropriate legal resolution to thisissue.
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Other Accompanying I nformation:

as of September 30, 2007

(Dollarsin Millions)

Balance Sheet by Major Program

Intra-Agency
Assets OASI DI SS| Other LAE Eliminations Consolidated
Intragovernmental :
Fund Balance with Treasury $ (941) $ (361) 4619 $ 2820 $ 9 3 0 3 6,146
Investments 1,968,262 213,829 0 0 0 0 2,182,091
Interest Receivable, Net 25,041 2,686 0 0 0 0 27,727
Accounts Receivable, Net 0 0 0 0 2,295 (1,844) 451
Total Intragovernmental 1,992,362 216,154 4,619 2,820 2,304 (1,844) 2,216,415
Accounts Receivable, Net 2,332 2,780 5,224 0 14 (2,333) 8,017
Property, Plant and Equipment, Net 0 0 0 0 1,892 0 1,892
Other 0 0 0 0 5 0 5
Total Assets $ 1994694 $ 218,934 9843 % 2820 $ 4215  $  (4,177) $ 2,226,329
Liabilities
Intragovernmental :
Accrued Railroad Retirement Interchange $ 339 % 403 0 $ 0 $ 0o $ 0 $ 3,802
Accounts Payable 601 561 5,674 2,758 38 (1,844) 7,788
Other 0 0 0 0 95 0 95
Total Intragovernmental 4,000 964 5,674 2,758 133 (1,844) 11,685
Benefits Due and Payable 44,030 24,017 4,224 0 0 (2,333) 69,938
Accounts Payable 0 6 358 0 8 0 372
Other 0 0 386 5 872 0 1,263
Total Liabilities 48,030 24,987 10,642 2,763 1,013 (4,177) 83,258
Net Position
Unexpended Appropriations-Earmarked Funds 0 0 0 57 0 0 57
Unexpended Appropriations-Other Funds 0 0 2,207 0 15 0 2,222
Cumulative Results of Operations-Earmarked Funds 1,946,664 193,947 6 0 0 0 2,140,617
Cumulative Results of Operations-Other Funds 0 0 (3,012 0 3,187 0 175
Total Net Position 1,946,664 193,947 (799) 57 3,202 0 2,143,071
Total Liabilitiesand Net Position $ 1994694 $ 218,934 9843 % 2820 $ 4215 $  (4,177) $ 2,226,329
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Other Accompanying Information: Schedule of Net Cost for the Year Ended
September 30, 2007

(Dollarsin Millions)

Program LAE Total
OASI Program
Benefit Payments $ 481,026 $ 0 $ 481,026
Operating Expenses 589 2,510 3,099
Total Cost of OASI Program 481,615 2,510 484,125
Less: Exchange Revenues 0 9 9
Net Cost of OASI Program 481,615 2,501 484,116
DI Program
Benefit Payments 97,410 0 97,410
Operating Expenses 179 2,381 2,560
Total Cost of DI Program 97,589 2,381 99,970
Less: Exchange Revenues 0 8 8
Net Cost of DI Program 97,589 2,373 99,962
SSI Program
Benefit Payments 34,142 0 34,142
Operating Expenses 104 3,013 3,117
Total Cost of SSI Program 34,246 3,013 37,259
Less: Exchange Revenues 250 11 261
Net Cost of SSI Program 33,996 3,002 36,998
Other
Benefit Payments 8 0 8
Operating Expenses 3 1,686 1,689
Total Cost of Other 11 1,686 1,697
Less: Exchange Revenues 0 6 6
Net Cost of Other 11 1,680 1,691
Total Net Cost
Benefit Payments 612,586 0 612,586
Operating Expenses 875 9,590 10,465
Total Cost 613,461 9,590 623,051
Less: Exchange Revenues 250 34 284
Total Net Cost $ 613,211 $ 9,556 $ 622,767
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Other Accompanying Information: Schedule of Changesin Net Position for the
Year Ended September 30, 2007

(Dollarsin Millions)

OAS DI SS|
Cumulative Cumulative Cumulative
Results of Results of Resullts of Unexpended
Operations Operations Operations Appropriations
Beginning Balances
Earmarked Funds $ 1,771,908 $ 183,007 | $ 6 $ 0
All Other Funds 0 0 (2,918) 1,596
Adjustments
Corrections of Errors (5,042) 5,042 0 0
Total All Funds 1,766,866 188,049 (2,912) 1,596
Budgetary Financing Sour ces
Appropriations Received
Earmarked Funds 0 0 0 0
All Other Funds 0 0 0 40,300
Other Adjustments
Earmarked Funds 0 0 0 0
Appropriations Used
Earmarked Funds 0 0 0 0
All Other Funds 0 0 39,689 (39,689)
Tax Revenues-Earmarked Funds 553,414 93,973 0
Interest Revenues-Earmarked Funds 97,431 11,026 0
Transfers In/Out Without Reimbursement
Earmarked Funds 14,120 (1,065) 0
All Other Funds 0 0 (5,668)
Railroad Retirement Interchange - Earmarked
Funds (3,563) (505) 0
Net Transfers In/Out
Earmarked Funds 10,557 (1,570) 0
All Other Funds 0 0 (5,668)
Other Budgetary Financing Sources-
Earmarked Funds 11 58 (119)
Other Financing Sour ces (Non-Exchange)
Transfers In/Out-All Other Funds 0 0 0
Imputed Financing Sources-All Other Funds 0 0 0
Total Financing Sour ces
Earmarked Funds 661,413 103,487 (119) 0
All Other Funds 0 0 34,021 611
Net Cost of Operations
Earmarked Funds 481,615 97,589 (119)
All Other Funds 0 0 34,115
Net Change
Earmarked Funds 179,798 5,898 0
All Other Funds 0 0 (94)
Ending Balances
Earmarked Funds 1,946,664 193,947 6 0
All Other Funds 0 0 (3,012 2,207
Total All Funds $ 1,946,664 $ 193,947 | $  (3,006) $ 2,207
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Other Accompanying Information: Schedule of Changesin Net Position for the Year Ended

September 30, 2007 (Continued)

(Dollarsin Millions)

Other LAE Consolidated
Cumulative Cumulative Cumulative
Results of Unexpended Results of Unexpended Results of Unexpended
Operations Appropriations | Operations Appropriations Operations Appropriations
Beginning Balances
Earmarked Funds $ 0 $ 57| $ 0 $ 0| $ 1954921 $ 57
All Other Funds 0 0 2,757 18 (161) 1,614
Adjustments
Corrections of Errors 0 0 0 0 0 0
Total All Funds 0 57 2,757 18 1,954,760 1,671
Budgetary Financing Sour ces
Appropriations Received
Earmarked Funds 0 19,335 0 0 0 19,335
All Other Funds 0 8 0 26 0 40,334
Other Adjustments
Earmarked Funds 0 9) 0 0 0 9)
Appropriations Used
Earmarked Funds 19,326 (19,326) 0 0 19,326 (19,326)
All Other Funds 8 8) 29 (29) 39,726 (39,726)
Tax Revenues-Earmarked Funds 0 0 0 647,387
Interest Revenues-Earmarked Funds 0 0 0 108,457
Transfers In/Out Without Reimbursement
Earmarked Funds (19,323) 0 0 (6,268)
All Other Funds 2,757 0 9,360 6,449
Railroad Retirement Interchange - Earmarked
Funds 0 0 0 (4,068)
Net Transfers In/Out
Earmarked Funds (19,323) 0 (10,336)
All Other Funds 2,757 9,360 6,449
Other Budgetary Financing Sources-
Earmarked Funds 0 0 (50)
Other Financing Sour ces (Non-Exchange)
Transfers In/Out-All Other Funds (2,757) 56 (2,701)
Imputed Financing Sources-All Other Funds 0 541 541
Total Financing Sour ces
Earmarked Funds 3 0 0 0 764,784 0
All Other Funds 8 0 9,986 (©)] 44,015 608
Net Cost of Operations
Earmarked Funds 3 0 579,088
All Other Funds 8 9,556 43,679
Net Change
Earmarked Funds 0 0 185,696
All Other Funds 0 430 336
Ending Balances
Earmarked Funds 0 57 0 0 2,140,617 57
All Other Funds 0 0 3,187 15 175 2,222
Total All Funds $ 0 $ 571 $ 3187 $ 15| $ 2140792 % 2,279
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Required Supplementary Information: Schedule of Budgetary Resour cesfor the Year Ended

September 30, 2007

(Dollarsin Millions)

OASI DI Ssl Other LAE Combined
Budgetary Resour ces
Unobligated Balances, Brought Forward, October 1 $ 0 0 $ 1,236 $ 57 498 $ 1,791
Recoveriesof Prior Year Unpaid Obligations 3 294 1 184 485
Budget Authority
Appropriations Received 666,417 106,474 40,300 19,343 26 832,560
Spending Authority from Offsetting Collections
Earned
Collected 0 0 3,931 5 48 3,984
Changein Receivable 0 0 15 0 (6) 9
Change in Unfilled Customer Orders
Advance Received 0 0 349 0 () 348
Without Advance 0 0 0 0 0 0
Expenditure Transfers from Trust Funds 0 0 2 0 9,362 9,364
Subtotal 666,417 106,474 44,597 19,348 9,429 846,265
Nonexpenditure Transfers, Net (4,906) 5,180 0 0 0 274
Temporary Not Available Pursuant to Public Law (172,749) (11,121) 0 0 0 (183,870)
Permanently Not Available 36 9) 0 (10) 1) 16
Total Budgetary Resour ces $ 488,801 100,527 $ 46,127 $ 19,396 10,110 $ 664,961
Status of Budgetary Resour ces
Obligations Incurred
Direct $ 488,801 100,527 $ 39,680 $ 19,335 9,481 $ 657,824
Reimbursable 0 0 3,946 5 40 3,991
Subtotal 488,801 100,527 43,626 19,340 9,521 661,815
Unobligated Balances
Apportioned 0 0 2,456 25 321 2,802
Exempt from Apportionment 0 0 0 0 0
Subtotal 0 0 2,456 25 321 2,802
Unobligated Balances - Not Available 0 0 45 31 268 344
Total Status of Budgetary Resour ces $ 488,801 100,527 $ 46,127 $ 19,396 10,110 $ 664,961
Changein Obligated Balances
Obligated Balances, Net
Unpaid Obligations, Brought Forward, October 1 $ 45544 24,375 $ 1,483 $ 4 1,652 $ 73,058
Uncollected Customer Payments from
Federal Sources, Brought Forward, October 1 0 0 9 0 (2,078) (2,069)
Tota Unpaid Obligated Balance, Net 45,544 24,375 1,492 4 (426) 70,989
Obligations Incurred, Net 488,801 100,527 43,626 19,340 9,521 661,815
Gross Outlays (486,312) (99,851) (42,864) (19,340) (9,292) (657,659)
Recoveries of Prior Year Unpaid Obligations, Actual ®3) ) (294) (1) (184) (485)
Change in Uncollected Payments from Federal
Sour ces 0 0 (15) 0 (200) (215)
Obligated Balance, Net, End of Period
Unpaid Obligations 48,030 25,048 1,951 3 1,697 76,729
Uncollected Payments from Federa Sources 0 0 (6) 0 (2,278) (2,284)
Tota Unpaid Obligated Balance, Net, End of Period 48,030 25,048 1,945 3 (581) 74,445
Net Outlays
Gross Outlays 486,312 99,851 42,864 19,340 9,292 657,659
Offsetting Collections 0 0 (4,282) (5 (9,204) (13,491)
Distributed Offsetting Receipts (17,543) (1,850) (250) (2,757) 0 (22,400)
Net Outlays $ 468,769 98,001 $ 38332 $ 16,578 88 $ 621,768
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REQUIRED SUPPLEMENTARY INFORMATION: SOCIAL INSURANCE

PROGRAM DESCRIPTION

The Old-Age, Survivors, and Disability Insurance (OASDI) program, collectively referred to as“ Social Security,”
provides cash benefits for eligible U.S. citizens and residents. At the end of calendar year 2006, OASDI benefits
were paid to more than 49 million beneficiaries. Eligibility and benefit amounts are determined under the laws
applicable for the period. Current law provides that the amount of the monthly benefit payments for workers, or
their eligible dependents or survivors, is based on the workers' lifetime earnings histories.

The OASDI program isfinanced largely on a pay-as-you-go basis--that is, OASDI payroll taxes paid each year by
current workers are primarily used to pay the benefits provided during that year to current beneficiaries. The
retired-worker benefits it pays replaces alarger proportion of earned income for lower earners than for higher
earners. The amount of OASDI income and benefits may be altered by changesin laws governing the program.

PROGRAM FINANCES AND SUSTAINABILITY

Asdiscussed in Note 8 to the consolidated financial statements, aliability of $66 billion as of September 30, 2007
($63 hillion as of September 30, 2006) isincluded in “Benefits Due and Payable” on the balance sheet for unpaid
amounts of OASDI benefits due to recipients on or before that date. Virtually all of this amount was paid in
October 2007. Also, an asset of $2,182 hillion as of September 30, 2007 ($1,995 hillion as of September 30, 2006)
isrecognized for the “investments in Treasury securities.” These investments are referred to as the combined OASI
and DI Trust Fund assets throughout the remainder of this Required Supplementary Information. They represent the
accumulated excess for the OASDI program of all past income, including interest, over all past expenditures. They
are invested only in securities backed by the full faith and credit of the Federal Government (see Investment Note 5).

No liability has been recognized on the balance sheet for future payments to be made to current and future program
participants beyond the unpaid amounts as of September 30, 2007. Thisis because OASDI is accounted for asa
social insurance program rather than as a pension program. Accounting for a social insurance program recognizes
the expense of benefits when they are actually paid, or are due to be paid, because benefit payments are primarily
nonexchange transactions and are not considered deferred compensation, as would employer-sponsored pension
benefits for employees. Accrual accounting for a pension program, by contrast, recognizes as a liability retirement
benefit expenses as they are earned so that the full estimated actuarial present value of the worker’ s expected
retirement benefits has been recognized by the time the worker retires.

REQUIRED SUPPLEMENTARY INFORMATION - While no liability has been recognized on the balance sheet for
future payments beyond those due at the reporting date, actuarial estimates are made of the long-range financial
condition of the OASDI program and are presented here. Throughout this section, the following terms will
generally be used as indicated:

e income: payroll taxes from employers, employees, and self-employed persons; revenue from Federal
income-taxation of scheduled OASDI benefits; interest income from Treasury securities held as assets of the
OASI and DI Trust Funds; and miscellaneous reimbursements from the General Fund of the Treasury;

e income excluding interest: income, as defined above, excluding the interest income from Treasury
securities held as assets of the OASI and DI Trust Funds,

e cost: scheduled benefit payments, administrative expenses, net transfers with the Railroad Retirement
program, and vocational rehabilitation expenses for disabled beneficiaries;

e cashflow: either income excluding interest, or cost, depending on the context, expressed in nominal dollars;
e netcashflow: income excluding interest less cost, expressed in nominal dollars;
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e presentvalue: theequivaent value, as of a specified point in time and adjusted using a specified interest rate,
of afuture stream of payments (either income or cost). The present value of a future stream of payments may
be thought of as the lump-sum amount that, if invested at the specified interest rate as of the specified point in
time, together with interest earnings would be just enough to meet each of the payments as they fall due.

All estimates in this section are based on the 75-year projections under the intermediate assumptions in the 2007
Annual Report of the Board of Trustees of the Federal Old-Age and Survivors Insurance and Disability Insurance
Trust Funds (2007 Trustees Report) (see Note 17 to the Statement of Social Insurance). The Statement of Social
Insurance and the required supplementary information below are derived from estimates of future income and cost
based on these assumptions and on the current Social Security Act, including future changes previously enacted.
Thisinformation includes:

(1) actuarial present values of future estimated cost for, and estimated income (excluding interest) from, or on
behalf of, current and future program participants;

(2) estimated annual income (excluding interest) and cost in nominal dollars and as percentages of taxable payroll
and GDP;

(3) theratio of estimated covered workers to estimated beneficiaries; and
(4) ananalysisof the sensitivity of the projections to changes in selected assumptions.

SUSTAINABLE SOLVENCY - Based on the estimates of income and cost presented in the Statement of Social
Insurance, the OASDI program would not meet the criteriafor sustainable solvency. In order to meet the criteriafor
sustainable solvency, the program would need to maintain assets in the combined OASI and DI Trust Funds at all
times within the 75-year projection period. In addition, the assets in the combined OASI and DI Trust Funds would
need to be stable or rising as a percentage of annual program cost at the end of the period.

CASHFLOW PROJECTIONS - Chart 1 shows actuaria estimates of OASDI annual income, income excluding
interest, and cost for 2007-2041 in nominal dollars. These estimates are only displayed through 2041, the year that
the combined OASI and DI Trust Funds are projected to become exhausted. At the point of such exhaustion, no
interest earnings would be available. Moreover, because the program lacks the authority to borrow to continue
paying benefits, benefit payments would be limited to the available tax income. Thus, extension of this chart, which
isintended to illustrate the source of revenue needed to meet the cost of the program, beyond the point of combined
OASI and DI Trust Fund exhaustion, would be inappropriate.

The estimates are for the open-group population, all persons projected to participate in the OASDI program as
covered workers or beneficiaries, or both, during that period. Thus, the estimates include payments from, and on
behalf of, workers who will enter covered employment during the period as well as those aready in covered
employment at the beginning of that period. They also include cost on behalf of such workers during that period.

As chart 1 shows, estimated cost starts to exceed income (including interest) in 2027. This occurs because of a
variety of factorsincluding the retirement of the “baby boom” generation, the relatively small number of people
born during the subsequent period of lower birth rates, and the projected increases in life expectancy, which increase
the average number of years of receiving benefits relative to the average number of years of paying taxes. Estimated
cost starts to exceed income excluding interest in 2017. At that time, to meet all OASDI cost on atimely basis, the
combined OASI and DI Trust Funds will need to redeem Treasury securities. This redemption will differ from that
of prior years when the combined OASI and DI Trust Funds had been net lenders to the General Fund of the
Treasury. To finance this redemption, the government would have to increase its borrowing from the public, raise
taxes (other than OASDI payroll taxes), and/or reduce expenditures (other than OASDI cost). Alternatively, the
government could make this redemption unnecessary by changing the law to increase OASDI taxes and/or reduce
OASDI scheduled benefits.
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Chart 1 - Estimated OASDI Income and Cost,
2007-2041

(In billions of nominal dollars)

Income Income Excluding Interest
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PERCENTAGE OF TAXABLE PAYROLL - Chart 2 shows estimated annual income excluding interest and cost
expressed as percentages of taxable payroll. As presently constructed, the program receives most of itsincome from
the 6.2 percent payroll tax that employees and employers each pay on taxable wages and salaries (for a combined
payroll tax rate of 12.4 percent), and the 12.4 percent that is paid on taxable self-employment income. Prior to 2017,
estimated annual cost is less than estimated annual income, excluding interest, whereas thereafter it is more. After
2017, estimated cost, expressed as a percentage of taxable payroll, increases rapidly through 2030 and is rising
steadily at the end of the 75-year period. The estimated income at the end of the 75-year period is sufficient to cover
70 percent of the estimated cost.

Chart 2 - Estimated OASDI Income Excluding Interest,
and Cost, as a Percent of Taxable Payroll,
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ACTUARIAL BALANCE - The Statement of Social |nsurance shows that the present value of the excess of income
(excluding interest) over cost for the 75-year period is-$6,763 billion. |f augmented by the combined OASI and

DI Trust Fund assets at the start of the period (January 1, 2007), it is-$4,715 billion. This excess does not equate to
the actuarial balance in the Trustees Report of -1.95 percent of taxable payroll because the actuarial balance includes
the cost of attaining atarget combined OASI and DI Trust Fund level by the end of the period.

Oneinterpretation of this negative actuarial balance (-1.95 percent of taxable payroll) isthat it represents the
magnitude of the increase in the average combined payroll tax rate for the 75-year period that would result in an
actuarial balance of zero. The combined payroll tax rate is 12.4 percent today and is currently scheduled to remain
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at that level. Anincrease of 1.95 percentage pointsin this rate for each year of the 75-year projection period
(0.975 percentage points for employees and employers each, resulting in atotal rate of 14.35 percent or arate of
7.175 percent for each) is estimated to produce enough income to pay all benefits due under current law for that
period. Alternatively, all benefits during this period could be reduced by about 13.0 percent on average (or there
could be some combination of both tax increases and benefit reductions) to achieve the same effect.

PERCENTAGE OF GROSS DOMESTIC PRODUCT (GDP) - Chart 3 shows estimated annual income excluding
interest and cost expressed as percentages of GDP. Analyzing these cashflows in terms of percentage of the
estimated GDP, which represents the total value of goods and services produced in the United States, provides a
measure of the cost of the OASDI program in relation to the size of the national economy that must finance it.

Chart 3 - Estimated OASDI Income Excluding Interest,
and Cost, as a Percent of GDP,
2007-2081
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In 2006, OASDI cost was about $555 hillion, which was about 4.2 percent of GDP. The cost of the program (based
on current law) rises rapidly to 6.2 percent of GDP in 2030 and then gradually increases to 6.3 percent of GDPin
2081. Theincrease will occur because baby boomers will become eligible for OASDI benefits, lower birth rates
will result in fewer workers per beneficiary, and beneficiaries will continueto live longer.

RATIO OF WORKERS TO BENEFICIARIES - Chart 4 shows the estimated number of covered workers per OASDI
beneficiary using the Trustees' intermediate assumptions. As defined by the Trustees, covered workers are persons
having earnings creditable for OASDI purposes on the basis of services for wagesin covered employment and/or on
the basis of income from covered self-employment. The estimated number of workers per beneficiary will decline
from 3.3in 2006 to 1.9 in 2081.
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Chart 4 - Number of Covered Workers
Per OASDI Beneficiary
2007-2081
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SENSITIVITY ANALYSIS

Projections of the future financial status of the OASDI program depend on many demographic and economic
assumptions, including fertility, mortality, net immigration, average wages, inflation, and interest rates on Treasury
securities. The income will depend on how these factors affect the size and composition of the working population
and the level and distribution of wages and earnings. Similarly, the cost will depend on how these factors affect the
size and composition of the beneficiary population and the general level of benefits. Because perfect long-range
projections of these factors are impossible, this section isincluded to illustrate the sensitivity of the long-range
projections to changes in assumptions by analyzing six key assumptions: total fertility rate, mortality, net
immigration, real-wage differential, consumer price index, and real interest rate. The range of values chosen for the
sensitivity analysisisintended to present a reasonable range within which future experience is generally expected to
fall, on average over long time periods. The range of valuesis not intended to represent any particular probability
interval around the intermediate assumptions.

For this analysis, the intermediate assumptionsin the 2007 Trustees Report are used as the reference point, and each
selected assumption isvaried individually. All present values are calculated as of January 1, 2007 and are based on

estimates of income and cost during the 75-year projection period 2007-2081. In this section, for brevity, “income”

means “income excluding interest.”

For each assumption analyzed, one table and two charts are presented. The table shows the present value of the
estimated excess of OASDI income over cost based on each of three selected values of the assumption being
analyzed. The middle values provided correspond to the intermediate assumption of the Trustees. Thefirst chart
shows estimated annual OASDI net cashflow based on each of those values. The second chart, |abeled with the
suffix “A,” shows the present value of each net cashflow amount shown in the first chart and isincluded to facilitate
interpreting net cashflow in terms of today’ s dollar. Because the calculation of present valuesis a discounting
process, the magnitude of the present value for each year in the second chart is lower than the corresponding net
cashflow amount in the first chart--positive values are less positive and negative values are |ess negative.

Sensitivity of program cost to changes in multiple assumptionsis also useful. The Trustees Reports present
high-cost and low-cost alternative assumption sets which combine the variations shown individually in this report.

It should be noted that due to interactions, the combined effect of two or more assumption changes may not be equal
to the sum of the effects shown separately. The Trustees have also recently added to their Annual Report an
additional way of analyzing variability in assumptions and cost based on a stochastic model developed by the Office
of the Chief Actuary.
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ToTAL FERTILITY RATE - Table 1 shows the present value of the estimated excess of OASDI income over cost
for the 75-year period, using various assumptions about the ultimate total fertility rate. These assumptionsare 1.7,
2.0 and 2.3 children per woman, where 2.0 is the intermediate assumption in the 2007 Trustees Report. The total
fertility rate is assumed to change gradually fromits current level and to reach the selected ultimate value in 2031.

Table 1 demonstrates that, if the ultimate total fertility rate is changed from 2.0 children per woman, the Trustees
intermediate assumption, to 1.7, the shortfall for the period of estimated OASDI income relative to cost would
increase to $7,488 hillion, from $6,763 billion; if the ultimate rate were changed to 2.3, the shortfall would decrease
to $6,016 hillion.

Table 1. Present Value of Estimated Excess of OASDI Income over Cost
With Various Ultimate Total Fertility Rate Assumptions
Valuation Period: 2007-2081

Ultimate Total Fertility Rate 17 2.0 23

Present Value of Estimated Excess (In hillions) -$7,488 -$6,763 -$6,016

Charts 5 and 5A show estimates using the same total fertility rates used for the estimatesin Table 1. Chart 5 shows
the estimated annual OASDI net cashflow.

Chart 5 - Estimated Annual OASDI Net Cashflow
With Various Ultimate Total Fertility Rate Assumptions
2007-2081
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The three patterns of estimated annual OASDI net cashflow shown in Chart 5 are similar. After increasing in the
first two years, the net cashflow estimates decrease steadily through 2081. They remain positive through 2016 and
are increasingly negative thereafter. While the fertility rate would have a substantial effect for the next

75-year period as awhole, it would have only aminor effect for the first 34 years before the combined OASI and
DI Trust Funds are projected to become depleted under each of these fertility assumptions.

In the early years, higher fertility rates result in both reduced payroll taxes and increased benefits and, therefore,
lower net cashflow. Asthelarger birth cohorts age and enter the labor force, however, the effect on payroll taxes
gradually changes from areduction to anet increase. By 2036 and for all years thereafter, increased payroll taxes
more than offset increased benefits. Thus, from 2036 on, annual net cashflow based on higher fertility ratesis
higher (less negative) than annual net cashflow based on lower fertility rates.
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Chart 5A shows the present value of the estimated annual OASDI net cashflow.

Chart 5A - Present Value of Estimated Annual OASDI Net
Cashflow With Various Ultimate Total Fertility Rate Assumptions
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The three patterns of the present values shown in Chart 5A are similar. After increasing for two years, the present
values decrease rapidly until around 2030. They remain positive through 2016 and are negative thereafter. Present
values based on all three ultimate total fertility rates begin to increase (become less negative) in the 2030’ s (2035 for
atotal fertility rate of 2.3, 2036 for atotd fertility rate of 2.0, and 2037 for atotal fertility rate of 1.7). Thus, in
terms of today’ sinvestment dollar, annual OASDI net cashflow, although still negative, begins to increase (become
less negative) at that time. For example, based on all three ultimate total fertility rates, it would take less of an
investment today to cover the annual deficit in 2037 than it would to cover the annual deficit in 2036.

MORTALITY - Table 2 shows the present values of the estimated excess of OASDI income over cost for the 75-year
period, using various assumptions about future reductionsin death rates. The analysis was developed by varying the
reduction assumed to occur during 2006-2081 in death rates by age, sex, and cause of death. The reductions
assumed for this period, summarized as average annual reductions in the age-sex-adjusted death rate, are 0.30, 0.71
and 1.26 percent per year, where 0.71 percent is the intermediate assumption in the 2007 Trustees Report. (The
resulting cumulative decreases in the age-sex-adjusted death rate during the same period are 20, 41 and 61 percent,
respectively.) Thelife expectancy at birth, on aunisex period life table basis, is projected to rise from 77.3 in 2006
to 80.4, 83.5, and 87.6 in 2081 for average annual reductions in the age-sex-adjusted death rate of 0.30, 0.71 and
1.26 percent, respectively.

Table 2 demonstrates that, if the annual reduction in death rates is changed from 0.71 percent, the Trustees
intermediate assumption, to 0.30 percent, meaning that people die younger, the shortfall for the period of estimated
OASDI income relative to cost would decrease to $5,233 hillion, from $6,763 hillion; if the annual reduction were
changed to 1.26 percent, meaning that people live longer, the shortfall would increase to $8,595 hillion.

Table2: Present Value of Estimated Excess of OASDI Income over Cost
With Various Death Rate Assumptions
Valuation Period: 2007-2081

Average Annua Reduction in Death Rates
(from 2006 to 2081) 0.30 Percent 0.71 Percent 1.26 Percent

Present Value of Estimated Excess (In billions) -$5,233 -$6,763 -$8,595
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Charts 6 and 6A show estimates using the same assumptions about future reductions in death rates used for the
estimatesin Table 2. Chart 6 shows the estimated annual OASDI net cashflow.

Chart 6 - Estimated Annual OASDI Net Cashflow
With Various Death Rate Assumptions
2007-2081
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The three patterns of estimated annual OASDI net cashflow shown in Chart 6 are similar. After increasing in the
first two years, the net cashflow estimates decrease steadily through 2081. They remain positive through 2016 for
all three assumptions, after which the annual net cashflow estimates are negative. Relatively little differenceis
discernible in the early years among the estimates of annual net cashflow based on the three assumptions about the
reduction in death rates. Thereafter, differences become more apparent. Because annua death rates resulting from
the three assumptions diverge steadily with time, resulting estimated annual OASDI net cashflows do so, too.

Although lower death rates result in both higher income and higher cost, cost increases more than income. For any
given year, reductions in death rates at the earliest retirement eligibility age of 62 and older, which are the ages of
highest death rates, increase the number of retired-worker beneficiaries (and, therefore, the amount of retirement
benefits) without adding significantly to the number of covered workers (and, therefore, the amount of payroll
taxes). At young ages, death rates are so low that even substantial reductions do not result in significant increasesin
either the number of covered workers or beneficiaries.

Chart 6A shows the present value of the estimated annual OASDI net cashflow.

Chart 6A - Present Value of Estimated Annual OASDI
Net Cashflow With Various Death Rate Assumptions
2007-2081
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The three patterns of the present values shown in Chart 6A are similar. After increasing for two years, the present
values decrease rapidly until around 2030. They remain positive through 2016 under all three assumptions, after
which the present values are negative. Present values based on all three assumptions begin to increase (become less
negative) in the 2030’ s (2035, 2036 and 2038 for assumptions of reductions of 0.30, 0.71 and 1.26 percent per year,
respectively). Thus, in terms of today’ s investment dollar, annual OASDI net cashflow, although still negative,
begins to increase (become less negative) at that time.

NET ANNUAL IMMIGRATION - Table 3 shows the present values of the estimated excess of OASDI income over
cost for the 75-year period, using various assumptions about the magnitude of net annual immigration. These
assumptions are that the ultimate net annual immigration (legal and other) will be 672,500 persons, 900,000 persons
and 1,300,000 persons, where 900,000 persons is the intermediate assumption in the 2007 Trustees Report.

Table 3 demonstrates that, if net annual immigration is changed from 900,000 persons, the Trustees' intermediate
ultimate assumption, to 672,500 persons, the present value of the shortfall for the period of estimated

OASDI income relative to cost would increase to $7,112 billion, from $6,763 billion. If the ultimate net annual
immigration assumption were changed to 1,300,000 persons, the present value of the shortfall would decrease to
$6,266 billion.

Table 3: Present Value of Estimated Excess of OASDI Income over Cost
With Various Ultimate Net Annual |mmigration Assumptions
Valuation Period: 2007-2081

Ultimate Net Annual Immigration 672,500 Persons 900,000 Persons | 1,300,000 Persons

Present Value of Estimated Excess (In billions) -$7,112 -$6,763 -$6,266

Charts 7 and 7A show estimates using the same assumptions about net annual immigration used for the estimatesin
Table 3. Chart 7 shows the estimated annual OASDI net cashflow.

Chart 7 - Estimated Annual OASDI Net Cashflow
With Various Ultimate Net Annual Immigration Assumptions
2007-2081
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The three patterns of estimated annual OASDI net cashflow estimates shown in Chart 7 are similar. After increasing
in the first two years, the net cashflow estimates decrease steadily through 2081. They remain positive through 2016
for the annual ultimate net immigration of 672,500 and 900,000 persons and through 2017 for an ultimate net annual
immigration assumption of 1,300,000 persons. Very little difference is discernible among the estimates of net
cashflow based on the three assumptions about net annual immigration.
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Chart 7A shows the present value of the estimated annual OASDI net cashflow.

Chart 7A - Present Value of Estimated Annual OASDI
Net Cashflow With Various Ultimate Net Annual
Immigration Assumptions
2007-2081
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The three patterns of the present values shown in Chart 7A are similar. After increasing for two years, the present
values decrease rapidly until around 2030. They remain positive through 2016 for the assumed ultimate net annual
immigration of 672,500 and 900,000 persons and through 2017 for an ultimate net annual immigration assumption
of 1,300,000 persons, after which the present values are negative. Present values based on all three assumptions
about net annual immigration begin to increase (become less negative) in 2036 for all three assumptions.

Very little differenceis discernible in the early years among the estimates of present values of net annual cashflow
based on the three assumptions about net annual immigration. However, as the effect of these three levels of net
annual immigration accumulate, variationsin present values become more apparent. Because immigration generally
occurs at relatively young adult ages, the effectsinitially are similar to those of total fertility rates. Thereisno
significant effect on beneficiaries (and, therefore, on benefits) in the early years but the effect on the numbers of
workers (and, therefore, on payroll tax income) isimmediate. Thus, even in the early years, the present values, year
by year, are higher (less negative in later years) for higher net annual immigration. Because a constant number of
net immigrants is assumed each year, the increased payroll taxes for agiven year are eventually offset by benefits
paid in that year to earlier immigrant cohorts. Thus, the present values based on the three assumptions about net
annual immigration become more similar at the end of the projection period.

REAL-WAGE DIFFERENTIAL - The real-wage differentia is the difference between the percentage increasesin
(2) the average annual wage in OASDI covered employment and (2) the average annual Consumer Price Index
(CPI). Table 4 shows the present values of the estimated excess of OASDI income over cost for the 75-year period,
using various assumptions about the ultimate real-wage differential. These assumptions are that the ultimate
real-wage differential will be 0.6, 1.1 and 1.6 percentage points, where 1.1 percentage point is the intermediate
assumption in the 2007 Trustees Report. In each case, the ultimate annual increase in the CPI is assumed to be

2.8 percent (as used in the intermediate assumptions), yielding ultimate percentage increases in the average annual
wage in covered employment of 3.4, 3.9 and 4.4 percent, respectively.

Table 4 demonstrates that, if the ultimate real-wage differential is changed from 1.1 percentage point, the Trustees
intermediate assumption, to 0.6 percentage point, the shortfall for the period of estimated OASDI income relative to
cost would increase to $7,482 billion from $6,763 billion; if the ultimate real-wage differential were changed from
1.1 to 1.6 percentage points, the shortfall would decrease to $5,757 billion.
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Table4: Present Value of Estimated Excess of OASDI Income over Cost
With Various Ultimate Real-Wage Assumptions
Valuation Period: 2007-2081

Ultimate Annual Increase in Wages, CPI; 3.4% , 2.8%; 3.9% , 2.8%; 4.4% , 2.8%;
Real Wage Differential 0.6% 1.1% 1.6%
Present Value of Estimated Excess (In billions) -$7,482 -$6,763 -$5,757

Charts 8 and 8A show estimates using the same assumptions about the ultimate real-wage differential used for the
estimatesin Table 4. Chart 8 shows the estimated annual OASDI net cashflow.

Chart 8 - Estimated Annual OASDI Net Cashflow
With Various Ultimate Real-Wage Assumptions
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The three patterns of estimated net annual OASDI cashflow shown in Chart 8 generally increase in the early years,
and then decrease steadily thereafter. Estimated net cashflow remains positive through 2015, 2016 and 2018 for
assumed ultimate real-wage differentials of 0.6, 1.1 and 1.6 percentage points, respectively, and is negative
thereafter.

Differences among the estimates of annual net cashflow based on the three assumptions about the ultimate real-wage
differential become apparent early in the projection period. Higher real-wage differentials increase both wages and
initial benefit levels. Because the effects on wages and, therefore, on payroll taxes are immediate, while the effects
on benefits occur with a substantial lag, annual net cashflow is higher for higher assumed real-wage differentials. In
the early years, when the effects on benefits are quite small and the effects on wages are compounding, the patterns
of the estimates of annual net cashflow based on the three assumptions diverge fairly rapidly. However, around
2070, annual net cashflow becomes lower (more negative) for higher assumed real-wage differentials. This occurs
because benefits would then be more fully realized at atime when the projected cost substantially exceeds income
excluding interest. These effects are depicted by the patternsin Chart 8A crossing during the later years of the
projection period.

Chart 8A shows the present value of the estimated annual OASDI net cashflow.
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Chart 8A - Present Value of Estimated Annual OASDI Net
Cashflow With Various Ultimate Real-Wage Assumptions
2007-2081
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The three patterns of the present values shown in Chart 8A increase for two years, and then, decrease rapidly until
around 2030. They remain positive through 2015, 2016 and 2018 for assumed ultimate real-wage differential s of
0.6, 1.1 and 1.6 percentage points, respectively, and are negative thereafter. Present values based on all three
assumptions begin to increase (become less negative) in the 2030’ s (2035, 2036 and 2037 for an assumed ultimate
real-wage differential of 0.6, 1.1 and 1.6 percentage points, respectively). Thus, in terms of today’ s investment
dollar, annual OASDI net cashflow, although still negative, begins to increase (become less negative) at that time.
For the assumed real-wage differential of 1.6 percentage points, the present values continue increasing temporarily
until 2053 when decreases temporarily begin again. The present values for the other two assumptions continue
increasing throughout the remaining projection period. The crossover of the patterns that occurs during the later
years of the projection period in Chart 8 is also evident in the present values patterns.

CONSUMER PRICE INDEX - Table 5 shows the present values of the estimated excess of OASDI income over cost
for the 75-year period, using various assumptions about the ultimate rate of change in the CPI. These assumptions
are that the ultimate annual increase in the CPI will be 1.8, 2.8 and 3.8 percent, where 2.8 percent is the intermediate
assumption in the 2007 Trustees Report. In each case, the ultimate real-wage differential is assumed to be

1.1 percentage point (as used in the intermediate assumptions), yielding ultimate percentage increases in average
annual wages in covered employment of 2.9, 3.9 and 4.9 percent, respectively.

Table 5 demonstrates that, if the ultimate annual increase in the CPI is changed from 2.8 percent, the Trustees
intermediate assumption, to 1.8 percent, the shortfall for the period of estimated OASDI income relative to cost
would increase to $7,218 billion, from $6,763 billion; if the ultimate annual increase in the CPI were changed to
3.8 percent, the shortfall would decrease to $6,301 billion. This seemingly counter-intuitive result--that higher
CPl-increases result in decreased shortfalls, and vice versa--is explained below.

Table5: Present Value of Estimated Excess of OASDI Income over Cost
With Various Ultimate CPI-Incr ease Assumptions
Valuation Period: 2007-2081

Ultimate Annual Increase in Wages, CPI; 2.9%,1.8%; 3.9%, 2.8%; 4.9% , 3.8%;
Real Wage Differential 1.1% 1.1% 1.1%
Present Value of Estimated Excess (In billions) -$7,218 -$6,763 -$6,301
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Charts 9 and 9A show estimates using the same assumptions about the ultimate annual increase in the CPI used for
the estimates in Table 5. Chart 9 shows the estimated annual OASDI net cashflow.

Chart 9 - Estimated Annual OASDI Net Cashflow
With Various Ultimate CPI-Increase Assumptions
2007-2081
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The three patterns of estimated annual OASDI net cashflow shown in Chart 9 are similar. After increasing in the
early years, the net cashflow estimates decrease steadily through 2081. Annual net cashflow remains positive
through 2016 for assumed ultimate annual increasesin the CPI of 1.8 percent and 2.8 percent; and through 2017 for
an assumed ultimate annual increase in the CPI of 3.8 percent. Larger increases in the CPI with the same real-wage
differentials produce higher wages, which produce both higher payroll taxes and higher benefits based on these
higher wages. Larger increases in the CPI also produce higher benefits directly, by increasing the cost-of-living
adjustments to benefits. Thus, larger increasesin the CPI result in both higher income and higher cost in nominal
dollars.

Larger increasesin the CPI cause earnings and income to increase sooner, and thus by more in each year, than
benefits and cost. The effect on wages and payroll taxes occurs immediately, but the effect on benefits occurs with a
lag. Initialy (through 2021) the larger percentage increase in CPI resultsin alarger nominal-dollar increasein
income, so net cashflow isincreased for higher inflation in Chart 9. However, shortly after 2021, thelinesin

Chart 9 cross, indicating that net cashflow becomes lower (more negative) for higher assumed increasesin the CPI.
This occurs because program income beginsto fall well below program cost, and thus the larger percentage
increasesin CPI eventually produce smaller nominal-dollar increases in income than in program cost.

Chart 9A shows the present value of the estimated annual OASDI net cashflow.
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Chart 9A - Present Value of Estimated Annual OASDI Net
Cashflow With Various Ultimate CPI-Increase Assumptions
2007-2081
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The three patterns of the present values shown in Chart 9A are similar. After increasing for two years, present
values decrease rapidly until around 2030 before beginning to increase once again. They remain positive through
2016 (2017 for an assumed ultimate annual increase in the CPI of 3.8 percent) and are negative thereafter. Present
values begin to increase (become less negative) in 2036 for all three assumptions. Thus, in terms of today’s
investment dollar, annual OASDI net cashflow, although still negative, begins to increase (become less negative) at
that time.

The magnitudes of the present values in Chart 9A are lower, year by year, than the amounts in Chart 9 because of
the discounting process used for computing present values. Thiswould be the case even if the nominal interest rates
on which the present values are based were assumed to be the same for all three patterns of annual net cashflow. For
this analysis, however, larger increasesin the CPI are combined with the same assumed redl interest rates, thereby
producing higher nominal interest rates. The effect of these higher interest rates is to reduce the magnitudes of the
present values of annual net cashflow even more--the present values of positive annual net cashflow become less
positive, and the present values of negative annual net cashflow become less negative. The compounding effect of
the higher interest ratesis strong enough, relative to the factors increasing benefits, to reduce the magnitudes of the
present values of the negative annual net cashflow of the later years sufficiently to eliminate the crossover of the
patterns that occurred in Chart 9.

REAL INTEREST RATE - Table 6 shows the present values of the estimated excess of OASDI income over cost for
the 75-year period, using various assumptions about the ultimate annual real interest rate for special-issue Treasury
obligations sold to the OASI and DI Trust Funds. These assumptions are that the ultimate annual real interest rate
will be 2.1, 2.9 and 3.6 percent, where 2.9 percent is the intermediate assumption in the 2007 Trustees Report.
Changesin real interest rates change the present value of cashflow, even though the cashflow itself does not change.

Table 6 demonstrates that, if the ultimate real interest rate is changed from 2.9 percent, the Trustees' intermediate
assumption, to 2.1 percent, the shortfall for the period of estimated OASDI income relative to cost, when measured
in present-value terms, would increase to $9,414 billion, from $6,763 billion; if the ultimate annual real interest rate
were changed to 3.6 percent, the present-value shortfall would decrease to $5,120 hillion.
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Table6: Present Value of Estimated Excess of OASDI Income over Cost
With Various Ultimate Real-I nter est Assumptions
Valuation Period: 2007-2081

Ultimate Annual Read Interest Rate 2.1 Percent 2.9 Percent 3.6 Percent

Present Value of Estimated Excess (In billions) -$9,414 -$6,763 -$5,120

Charts 10 and 10A show estimates using the same assumptions about the ultimate annual real interest rate used for
the estimates in Table 6. Chart 10 shows the estimated annual OASDI net cashflow.

Chart 10 - Estimated Annual OASDI Net Cashflow
With Various Ultimate Real Interest Rate Assumptions
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The three patterns of estimated annual OASDI net cashflow (which does not include interest) shown in Chart 10 are
identical, because interest rates do not affect cashflow. After increasing through 2009, the net cashflow estimates
decrease steadily through 2081. They remain positive through 2016 and are negative thereafter.

Chart 10A shows the present value of the estimated annual OASDI net cashflow.

Chart 10A - Present Value of Estimated Annual OASDI Net
Cashflow With Various Ultimate Real Interest Rate Assumptions
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The three patterns of the present values shown in Chart 10A are similar. After increasing for two years, the present
values decrease rapidly until around 2030. They remain positive through 2016 and are negative thereafter. Present
values based on al three assumptions begin to increase (become less negative) in the 2030’ s (2038, 2036 and 2034
for assumed ultimate real interest rates of 2.1, 2.9 and 3.6 percent, respectively). Thus, in terms of today’s
investment dollar, annual OASDI net cashflow, although still negative, begins to increase (become less negative) at
that time. For the assumed real interest rate of 2.1 percent, the present values continue increasing temporarily,
through 2053, then generally decrease thereafter. The present values for the other two assumptions continue
increasing throughout the remaining projection period.

Although not observable, Chart 10A includes a crossover in the patterns of the present values of the net cashflow.
The crossover occurs at the time the net cashflow changes from positive to negative, which happensin 2017. The
crossover occurs because higher interest rates result in present values that are lower in magnitude--positive amounts
become less positive and negative amounts become less negative. Thus, before the time of the crossover--when the
net cashflow is positive--the use of higher interest rates results in lower present values; after that time--when the net
cashflow is negative--the use of higher interest rates resultsin higher present values--that is, present values that are
less negative--thereby resulting in the crossover.
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AUDITOR’S REPORTS

SOCIAL SECURITY

November 7, 2007

To: The Honorable Michael J. Astrue
Commissioner

This letter transmits the PricewaterhouseCoopers LLP (PwC) Report of Independent Auditors on the audit of the
Social Security Administration’s (SSA) Fiscal Year (FY) 2007 and 2006 financia statements. PwC's Report
includes the firm’s Opinion on the Financial Statements, Report on Management's Assertion About the Effectiveness
of Internal Control, and Report on Compliance and Other Matters.

Objective of a Financial Statement Audit

The objective of afinancia statement audit is to determine whether the financial statements are free of materia
misstatement. An audit includes examining, on atest basis, evidence supporting the amounts and disclosuresin the
financial statements. An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation.

PwC’s audit was made in accordance with generally accepted auditing standards, Government Auditing Standards
issued by the Comptroller General of the United States, and Office of Management and Budget (OMB) Bulletin No.
07-04, Audit Requirements for Federal Financial Statements. The audit included obtaining an understanding of the
internal control over financial reporting and testing and evaluating the design and operating effectiveness of the
internal control. Because of inherent limitations in any internal control, there isarisk that errors or fraud may occur
and not be detected. Therisk of fraud isinherent to many of SSA’s programs and operations, especially within the
Supplemental Security Income program. In our opinion, people outside the organization perpetrate most of the
fraud against SSA.

Audit of Financial Statements, Effectiveness of Internal Control,
and Compliance with Laws and Regulations

The Chief Financia Officers (CFO) Act of 1990 (P.L. 101-576), as amended, requires SSA's Inspector Genera (1G)
or an independent external auditor, as determined by the |G, to audit SSA's financial statementsin accordance with
applicable standards. Under a contract monitored by the Office of the Inspector General (OIG), PwC, an
independent certified public accounting firm, audited SSA's FY 2007 financia statements. PwC a so audited the
FY 2006 financial statements, presented in SSA's Performance and Accountability Report for FY 2007 for
comparative purposes. PwC issued an unqualified opinion on SSA's FY 2007 and 2006 financial statements. PwC
also reported that SSA's assertion that its internal control over financial reporting was operating effectively as of
September 30, 2007, isfairly stated, in all material respects, based on criteria established under OMB Circular
A-123, Management’ s Responsibility for Internal Control. PwC identified no reportable instances of
noncompliance with the laws, regulations or other matters tested.
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OIG Evaluation of PwC Audit Performance

To fulfill our responsibilities under the CFO Act and related legidlation for ensuring the quality of the audit work
performed, we monitored PwC's audit of SSA's FY 2007 financial statements by:

¢ Reviewing PwC's approach and planning of the audit;

e Evaluating the qualifications and independence of its auditors;

e Monitoring the progress of the audit at key points;

e Examining its workpapers related to planning the audit and assessing SSA's internal control;

e Reviewing PwC's audit report to ensure compliance with Government Auditing Standards and OMB
Bulletin No. 07-04;

e Coordinating the issuance of the audit report; and

e  Performing other procedures that we deemed necessary.

PwC isresponsible for the attached auditor’ s report, dated November 7, 2007, and the opinions and conclusions
expressed therein. The OIG isresponsible for technical and administrative oversight regarding PwC's performance
under the terms of the contract. Our review, as differentiated from an audit in accordance with applicable auditing
standards, was not intended to enable us to express, and accordingly we do not express, an opinion on SSA’s
financia statements, management’ s assertions about the effectiveness of itsinternal control over financial reporting,
or SSA’s compliance with certain laws and regulations. However, our monitoring review, as qualified above,
disclosed no instances where PwC did not comply with applicable auditing standards.

U & oot /-
Patrick P. O’ Carrall, Jr.
I nspector General
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PRICEWATERHOUSE(QOPERS

PricewaterhouseCoopers LLP
Suite 900

1800 Tysons Boulevard
McLean VA 22102

Telephone (703) 918 3000
Facsimile (703) 918 3100
WWW.pwc.com

Report of Independent Auditors

To the Honorable Michael J. Astrue
Commissioner
Social Security Administration

In our audit of the Social Security Administration (SSA), we found:

- The consolidated balance sheets of SSA as of September 30, 2007 and 2006, and the related
consolidated statements of net cost and of changes in net position, and the combined statements
of budgetary resources for the years then ended and the statement of social insurance as of
January 1, 2007 and January 1, 2006 are presented fairly, in all material respects, in conformity
with accounting principles generally accepted in the United States of America;

- Management fairly stated that SSA’s internal control over financial reporting was operating
effectively as of September 30, 2007.
. No reportable instances of noncompliance with the laws, regulations or other matter tested.

The following sections outline each of these conclusions in more detail.
OPINION ON THE FINANCIAL STATEMENTS

We have audited the accompanying consolidated balance sheets of SSA as of September 30, 2007 and
2006, and the related consolidated statements of net cost and of changes in net position, and the
combined statements of budgetary resources for the years then ended and the statement of social
insurance as of January 1, 2007 and January 1, 2006. These financial statements are the responsibility of
SSA’s management. Our responsibility is to express an opinion on these financial statements based on
our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and Office of Management and Budget (OMB)
Bulletin No. 07-04. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.
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In our opinion, the financial statements referred to above and appearing on pages 104 through 134 of this
performance and accountability report, present fairly, in all material respects, the financial position of SSA
at September 30, 2007 and 2006, and its net cost of operations, changes in net position, and budgetary
resources for the years then ended and the financial condition of its social insurance programs as of
January 1, 2007 and January 1, 2006, in conformity with accounting principles generally accepted in the
United States of America.

Our audit was conducted for the purpose of forming an opinion on the financial statements of SSA taken
as a whole. The additional information presented on the statement of social insurance as of

January 1, 2007 and January 1, 2006 is not a required part of the financial statements and is presented
for purposes of additional analysis. Such information has been subjected to the auditing procedures
applied in the audit of the financial statements and, in our opinion, is fairly stated in all material respects in
relation to the financial statements taken as a whole.

As discussed in Note 17 to the financial statements, the statements of social insurance present the
actuarial present value of SSA's estimated future income to be received from or on behalf of the
participants and estimated future expenditures to be paid to or on behalf of participants during a
projection period sufficient to illustrate long-term sustainability of the social insurance program. In
preparing the statements of social insurance, management considers and selects assumptions and data
that it believes provide a reasonable basis for the assertions in the statements. However, because of the
large number of factors that affect the statements of social insurance and the fact that future events and
circumstances cannot be known with certainty, there will be differences between the estimates in the
statements of social insurance and the actual results, and those differences may be material.

REPORT ON MANAGEMENT’'S ASSERTION ABOUT THE EFFECTIVENESS OF INTERNAL
CONTROL

We have also examined management’s assertion, included in the accompanying Federal Manager's
Financial Integrity Act (FMFIA) Assurance Statement on page 38 of this Performance and Accountability
Report (PAR), that SSA’s internal control over financial reporting was operating effectively as of
September 30, 2007 based on criteria established under OMB Circular A-123, Management's
Responsibility for Internal Control. We did not test all internal controls relevant to the operating objectives
broadly defined by the Federal Managers’ Financial Integrity Act of 1982. SSA’s management is
responsible for maintaining effective internal control over financial reporting. Our responsibility is to
express an opinion on management’s assertion based on our examination.

Our examination was conducted in accordance with attestation standards established by the American
Institute of Certified Public Accountants (AICPA), the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States, and OMB
Bulletin No. 07-04 and, accordingly, included obtaining an understanding of the internal control, testing
and evaluating the design and operating effectiveness of the internal control, and performing such other
procedures as we considered necessary in the circumstances. We believe that our examination provides
a reasonable basis for our opinion.

Because of inherent limitations in any internal control, misstatements due to error or fraud may occur and
not be detected. Also, projections of any evaluation of the internal control to future periods are subject to
the risk that the internal control may become inadequate because of changes in conditions, or that the
degree of compliance with the policies or procedures may deteriorate.

In our opinion, management’s assertion that SSA’s internal control over financial reporting was operating
effectively as of September 30, 2007, is fairly stated, in all material respects, based on criteria established
under OMB Circular A-123.
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We did note matters involving the internal control and its operation that we will communicate in a separate
letter.

INTERNAL CONTROL RELATED TO KEY PERFORMANCE INDICATORS

With respect to internal control relevant to data that support reported performance measures on pages
14, 15 and 16 of this PAR, we obtained an understanding of the design of significant internal control
relating to the existence and completeness assertions, as required by OMB Bulletin No. 07-04. Our
procedures were not designed to provide assurance on the internal control over reported performance
measures and, accordingly, we do not express an opinion on such control.

REPORT ON COMPLIANCE AND OTHER MATTERS

The management of SSA is responsible for compliance with laws and regulations. As part of obtaining
reasonable assurance about whether the financial statements are free of material misstatement, we
performed tests of compliance with certain provisions of laws and regulations, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts and certain
other laws and regulations specified in OMB Bulletin No. 07-04, including the requirements referred to in
the Federal Financial Management Improvement Act (FFMIA) of 1996. We limited our tests of compliance
to these provisions, and we did not test compliance with all laws and regulations applicable to SSA.
However, providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion.

The results of our tests of compliance disclosed no instances of noncompliance with laws and regulations
discussed in the preceding paragraph, exclusive of FFMIA, or other matters that are required to be
reported under Government Auditing Standards or OMB Bulletin No. 07-04 as of September 30, 2007.

Under FEMIA, we are required to report whether SSA’s financial management systems substantially
comply with the Federal financial management systems requirements, applicable Federal accounting
standards, and the United States Government Standard General Ledger at the transaction level. To meet
this requirement, we performed tests of compliance with FFMIA section 803(a) requirements.

The results of our tests disclosed no instances in which SSA'’s financial management systems did not
substantially comply with the three requirements discussed in the preceding paragraph as of September
30, 2007.

OTHER INFORMATION

The Management’s Discussion and Analysis (MD&A) included on pages 5 to 41, and Required
Supplementary Information (RSI) included on pages 1 and 140 and 141 to 156 of this performance and
accountability report are not a required part of the financial statements but are supplementary information
required by the Federal Accounting Standards Advisory Board or OMB Circular No. A-136, Financial
Reporting Requirements. We have applied certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the MD&A and RSI.
However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming an opinion on the financial statements of SSA taken
as a whole. The Schedule of Budgetary Resources, included on page 140 of this PAR, is not a required
part of the financial statements but is supplementary information required by OMB Circular No. A-136,
Financial Reporting Requirements. This information and the consolidating and combining information
included on pages 136 to 139 of this performance and accountability report are presented
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for purposes of additional analysis and are not a required part of the financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the financial statements
and, in our opinion, are fairly stated in all material respects in relation to the financial statements taken as
a whole.

The other accompanying information included on pages 2 to 4, 42 to 103, 135, 157 to 158, and 163 to the
end of this PAR, is presented for purposes of additional analysis and is not a required part of the financial
statements. Such information has not been subjected to the auditing procedures applied in the audit of
the financial statements and, accordingly, we express no opinion on it.

* k k% %

This report is intended solely for the information and use of management and the Inspector General of
SSA, OMB, the Government Accountability Office and Congress and is not intended to be and should not
be used by anyone other than these specified parties.

erwmkuéa,m P

November 7, 2007
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SOCIAL SECURITY

The Commissioner

0CT 30 2007

PricewaterhouseCoopers LLP
1301 K Street, NW
Washington, D.C. 20005

Ladies and Gentlemen:

We reviewed the draft Report of the Independent Auditors for the fiscal year 2007 financial
statement audit of the Social Security Administration (SSA). This report contains
PricewaterhouseCoopers’ opinion on SSA’s Financial Statements and SSA management’s
assertion about the effectiveness of its internal control and a report about SSA’s compliance with
laws and regulations.

We are extremely pleased that, for the third consecutive year, the report contains no findings or
recommendations. This is validation of the Agency’s continued commitment to protecting and
carefully managing the resources, assets and programs entrusted to us. SSA takes pride in our
ability to sustain strong and vigilant financial management.

If your staff have any questions, they may contact Mary Glenn-Croft at (410) 965-2910.

SOCIAL SECURITY ADMINISTRATION ~ BALTIMORE MD 21235-0001
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INSPECTOR GENERAL STATEMENT ON SSA’S
MAJOR MANAGEMENT CHALLENGES

SOCIAL SECURITY

November 7, 2007

The Honorable Michael J. Astrue
Commissioner

Dear Mr. Astrue:

The Reports Consolidation Act of 2000 (Pub. L. No. 106-531) requires | nspectors General to provide a summary and
assessment of the most serious management and performance challenges facing Federal agencies and the agencies
progressin addressing them. Thisreview isenclosed. Asrequired by the Reports Consolidation Act, this Statement
will be placed in the Social Security Administration’s Fiscal Year 2007 Performance and Accountability Report.

In November 2006, we identified six significant management issues facing the Socia Security Administration for
Fiscal Year (FY) 2007.

e Social Security Number Protection e Internal Control Environment and
Performance M easures
e Management of the disability Process e  System security and critical Infrastructure
Protection
e Improper paymentsand Recovery of e Service Ddlivery and Electronic Gover nment
Over payments

| congratulate you on the progress you have made during FY 2007 in addressing these challenges. My office will
continue to focus on theseissuesin FY 2008. | look forward to working with you to continue improving the
Agency’s ability to address these challenges and meet its mission efficiently and effectively. | am providing you
with the Office of the Inspector General’ s assessment of these six management challenges.

U & awret’ /-

Patrick P. O’ Carroll, Jr.
I nspector General
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INSPECTOR GENERAL STATEMENT
ON THE
SOCIAL SECURITY ADMINISTRATION’S
MAJOR MANAGEMENT CHALLENGES
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SOCIAL SECURITY NUMBER PROTECTION

In Fiscal Year (FY) 2007, the Social Security Administration (SSA) issued approximately 5.7 million original and
11.6 million replacement Social Security number (SSN) cards and received approximately $620 billion in
employment taxes related to earnings under assigned SSNs. Protecting the SSN and properly posting the wages
reported under SSNs are critical to ensuring eligible individuals receive the full benefits due them.

SSA has taken significant steps over the past several years to improve controls in its enumeration process. The
Agency has made progressin providing greater SSN protection; nevertheless, incidents of SSN misuse continue to
rise. To further strengthen SSN integrity, we believe SSA should (1) seek legislation to reduce the allowable
circumstances in which entities may require the collection and use of SSNs as unique identifiers or recordkeeping
tools and improve the protection of this information when obtained, (2) continue to address identified weaknesses in
itsinformation security environment to safeguard SSNsin a better way, and (3) continue to coordinate with partner
agencies to pursue any data sharing agreements that would increase data integrity.

In May 2007, the Office of Management and Budget (OMB) issued Memorandum M-07-16 to Federal agencies
regarding safeguarding against and responding to breaches of personally identifiable information (PI1), including the
establishment and implementation of plans to eliminate unnecessary collection and use of SSNs. We believe thisis
an important step in protecting SSNsin the Federal sector and can serve as amode for State and local governments,
aswell as private entities. We are encouraged that SSA is taking steps to implement this OMB guidance. For
further information on the SSA’ s actions to protect PIl, see our discussion in the Systems Security and Critical
Infrastructure Protection section of this report.

Maintaining the integrity of the SSN and Social Security programs also involves properly posting earnings reported
under SSNs. Accurate earnings records are used to determine both the dligibility for Social Security benefits and the
amount of those benefits. The Earnings Suspense File (ESF) is the Agency’s record of annual wage reports for
wage earners whose names and SSNsfail to match SSA’srecords. As of October 2006, the ESF had accumul ated
approximately 264 million wage items for Tax Y ears 1937 through 2004, representing about $586 billion in wages.

While SSA cannot control all of the factors associated with erroneous wage reports, SSA can continue to improve
wage reporting by educating employers on reporting criteria, identifying and resolving employer reporting problems,
and encouraging greater use of both SSA’s and the Department of Homeland Security’s (DHS) employee
verification programs. SSA can also improve coordination with other Federal agencies with separate, yet related,
mandates. For example, the Agency needs to work with the Internal Revenue Service to achieve more accurate
wage reporting. SSA also needs to work with DHS to improve controls over employee verification programs.
Finally, SSA will need to coordinate closely with DHS onits recently proposed rule (Safe-Harbor Procedures for
Employers Who Receive aNo-Match Letter) requiring employers to take timely action on SSA no-match lettersto
avoid liability under immigration laws. The use of SSA’s employer no-match letter process to assist DHS with its
worksite enforcement mission has led to public concerns from labor advocacy groups and unions regarding
individuals being denied employment inappropriately. In October 2007, a preliminary injunction was issued
preventing the mailing of the letters based on alawsuit filed by labor advocacy organizations.

Another area of concern related to SSN integrity is the use of nonwork SSNs by noncitizens for unauthorized
employment in the United States. SSA assigns nonwork SSNs to noncitizens when (1) a Federal statute or
regulation requires that noncitizens provide an SSN to receive afederally funded benefit to which they have
established an entitlement or (2) a State or local law requires that noncitizens who are legally in the United States
provide an SSN to receive public assistance benefits to which they are entitled and for which al other requirements
have been met. SSA assigns these individuals SSN cards with a“Not Valid for Employment” annotation. SSA also
provides information about earnings reported under a nonwork SSN to DHS as required by law. Nonetheless, prior
audits have noted several issues related to nonwork SSNs, including the (1) type of evidence provided to obtain a
nonwork SSN, (2) reliability of nonwork SSN information in SSA’s records, (3) volume of wages reported under
nonwork SSNs, and (4) restrictions on payment of benefits to noncitizens who qualified for their benefits while
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working in the United States but lack proper authorization. SSA’s future accomplishments with nonwork SSNs will
require increased coordination with DHS to ensure SSA has correct work status information.

SSA HAS TAKEN STEPS TO ADDRESS THIS CHALLENGE

Over the past 5 years, SSA has implemented numerous improvements to its enumeration process. For example,
SSA implemented new systems software, which field offices are required to use, called the SS-5 Assistant. This
program has simplified the interpretation of, and compliance with, SSA’ s complex enumeration policies and, unlike
the traditional process, will not process an SSN reguest unless SSA staff enters all of the applicant’ s required
information. SSA has also established five Social Security Card Centers that focus exclusively on assigning SSNs
and issuing SSN cards—and it has plans to open more as resources permit.

In addition, SSA has implemented several enhancements designed to protect the SSN under the Intelligence Reform
and Terrorism Prevention Act of 2004 (IRTPA) (Pub. L. No. 108-458). The enhancementsinclude (1) restricting
the issuance of multiple replacement SSN cards to 3 per year and 10 in alifetime; (2) requiring independent
verification of any birth record submitted by a U.S. born individual to establish eligibility for an SSN, other than for
purposes of enumeration at birth; (3) consulting with DHS and other agencies to further improve the security of
SSNs and SSN cards; and (4) strengthening the standards and requirements for citizenship and identity documents
presented with SSN applications to ensure the correct individual obtains the correct SSN. Additionally, SSA has
significantly decreased the number of nonwork SSNsit assigns to noncitizens as aresult of a change in regulations
and field office compliance with procedures to ensure that nonwork SSNs are issued only to qualified individuals.

SSA has also taken steps to reduce the size and growth of the ESF. In June 2005, the Agency expanded its
voluntary Social Security Number Verification Service (SSNV'S) to all interested employers nationwide. SSNVS
allows employers to verify the names and SSNs of employees before reporting their wagesto SSA. During
Calendar Y ear 2006, SSNV'S processed over 49 million verifications for over 13,400 registered employers.

SSA also supports DHS in administering “E-Verify” formerly known as the Basic Pilot Program, which verifies the
names and SSN's of employees as well as their authorization to work in the United States. The “E-Verify” program
is available to employers nationwide and was recently enhanced to include a Photo Screening Tool feature, which
allows an employer to check the photos of a new hire's Employment Authorization Document or Permanent
Resident Card (“ Green Card”) against images stored in DHS immigration databases. During FY 2006, “E-Verify”
processed about 1.7 million verifications for approximately 12,000 employers.

The Agency continues to modify the information it shares with employers. Under IRTPA, SSA isrequired to add
both death and fraud indicators to the SSN verification systems for employers, State agenciesissuing drivers
licenses and identity cards, and other verification routines, as determined appropriate by the Commissioner of Social
Security. SSA added death indicators to those verification routines used by employers and State agencies on

March 6, 2006 and added fraud indicators in August 2007.
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MANAGEMENT OF THE DISABILITY PROCESS

SSA needs to continue to improve critical parts of the disability process, such as making timely disability decisions
and safeguarding the integrity of its disability programs. SSA’s disability program has remained on the Government
Accountability Office’s (GAO) high-risk list since 2003 due, in part, to outmoded concepts of disability, lengthy
processing times, and inconsistenciesin disability decisions across adjudicative levels and locations.

At the forefront of congressional and Agency concern isthe timeliness of SSA’s disability decisions at the hearings
adjudicative level. The average processing time for the Office of Disability Adjudication and Review (ODAR),
responsible for SSA’s hearings and appeal s programs, continues to increase each FY—from 293 daysin FY 2001 to
512 daysin FY 2007. In our December 2006 report on Disability Insurance (DI) payments made during the appeals
process, we found that financial performance and citizen satisfaction of the DI program could be greatly increased if
SSA would establish a business process to allow more timely decisions on medical cessation appeals. In our

March 2007 audit on ODAR’s workload status reports, we reported that we found no clear link between the
Agency’sinternal hearings workload benchmarks and the overall performance goal for the average processing time
of ahearing.

ODAR' s pending workload also continues to increase steadily. At the end FY 2007, the pending workload was
746,744 cases—up from 392,387 casesin FY 2001. We recently presented SSA with the results of our review on
Administrative Law Judges (ALJ) Caseload Performance. The review recommended SSA establish a performance
accountability process to address AL J performance when it falls below an acceptable level. The recommendation,
when implemented by SSA, will assist the Agency in reducing pending workloads.

SSA HAS TAKEN STEPS TO ADDRESS THIS CHALLENGE

In August 2006, SSA implemented a Quick Disability Determination (QDD) process which uses a computer model
to identify cases when the individuals are obvioudly disabled and are likely to be allowed. The QDD process was
successful with Disability Determination Services (DDS) issuing decisions on 95 percent of cases within the
required timeframe. Based on the results of the QDD process in the Boston region, the Commissioner of Social
Security required DDSs nationwide to implement the QDD process by March 2008.

In response to our March 2007 audit on ODAR’ s workload status reports, the Agency has developed “guidelines’
related to the steps in the hearings process to track the Agency’ s performance goal for average processing time.
ODAR has also taken other steps, such as encouraging hearing offices to view case processing using aweekly rather
than monthly timeframe, to improve office productivity.

To address its pending workload, ODAR accelerated and expanded efforts to address cases that have been waiting
1,000 days or more for a hearing—with the goal of having these casesto a negligible level by the end of FY 2007.
Specifically, at the beginning of FY 2007, there were about 63,000 cases pending which were or would become over
1,000 days old by the end of the FY. Asof end of FY 2007, this pending workload was reduced to 108 cases.

The Commissioner also recently announced additional initiatives in an effort to reduce the hearings backlog by FY
2012. Many of these initiatives are either ongoing or expected to begin within the next few months. The
Commissioner’ sinitiativesinclude:

e Compassionate allowances where SSA plans to build on the success of the QDD process by implementing
additional initiatives to quickly identify and allow applicants who are obviously disabled.

e Increased adjudicatory capacity which includes filling hearing dockets of current ALJs to capacity by
increasing staff overtime, improving ALJ productivity, hiring at least 150 AL Js and the necessary
accompanying support staff, streamlining folder assembly, and using personnel from other SSA
components to assist the most affected hearing offices.
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e Using automation and improved business processes such as video equipment in all hearings offices,
electronic file assembly, electronic scheduling, and decision-writing templates to improve case processing
at the hearings level.

e Opening a National Hearing Center where ALJsin a centralized, fully electronic facility will handle
electronic files and conduct only video hearings.

We continue to work with the Agency to safeguard the integrity of its disability programs with the Cooperative
Disability Investigations (CDI) program. Under the CDI program, our Office of Investigations and SSA staff obtain
evidence to resolve questions of fraud in disability claims. Since the program’sinception in FY 1998, the 19 CDI
units, operating in 17 States, have been responsible for over $879 million in projected savings to SSA’s disability
programs and over $539 million in projected savings to non-SSA programs.
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IMPROPER PAYMENTS AND RECOVERY OF OVERPAYMENTS

Improper payments are defined as any payment that should not have been made or was made in an incorrect amount
under statutory, contractual, administrative, or other legally applicable requirements. Examples of improper
payments include payments made to ineligible recipients, duplicate payments, and payments that are for the
incorrect amount. Furthermore, the risk of improper payments increases in programs with a significant volume of
transactions, complex criteriafor computing payments, and an overemphasis on expediting payments.

SSA and the Office of the Inspector General (OIG) have discussed such issues as detected versus undetected
improper payments and avoidable versus unavoidable overpayments that are outside the Agency's control and a cost
of doing business. OMB issued specific guidance to SSA to include only avoidable overpayments in its improper
payment estimate because those payments can be reduced through changesin administrative actions. Unavoidable
overpayments that result from legal or policy requirements are not to be included in SSA’simproper payment
estimate.

The President and Congress continue to express interest in measuring the universe of improper paymentsin the
Government. In August 2001, OMB published the President’ s Management Agenda (PMA), which included a
governmentwide initiative for improving financia performance, including reducing improper payments. The
Improper Payments Information Act of 2002 (IPIA) (Pub. L. No. 107-300) was enacted in November 2002, and
OMB issued guidance in May 2003 (OMB Memorandum M-03-13) on implementing thislaw. In August 2006,
OMB updated and revised this guidance (OMB Memorandum M-06-23). Significant updates to the guidance
include new language to clarify the definition of an improper payment and clarification of OMB’s authority to
require agencies to track programs under the IPIA with low error rates (i.e., less than 2.5 percent), but significant
improper payment amounts.

SSA issues hillions of dollarsin benefit payments under the Old-Age, Survivors and Disability Insurance (OASDI)
and Supplemental Security Income (SSI) programs—and some improper payments are unavoidable. In FY 2007,
SSA issued over $612 billion in benefit payments to over 54 million people. Since SSA isresponsible for issuing
timely benefit payments for complex entitlement programs to millions of people, even the dightest error in the
overall process can result in millions of dollarsin over- or underpayments.

In January 2007, OMB issued a report Improving the Accuracy and Integrity of Federal Payments noting that eight
Federal programs—including SSA’s OASDI and SSI programs—accounted for more than 89 percent of the
improper paymentsin FY 2006. However, this report also noted that the OASDI error rate dropped by 1/10™ of

1 percent, which resulted in a $401 million reduction in improper payments.

In August 2007, we issued areport, Improper Payments Resulting from the Annual Earnings Test, that showed that
SSA did not adjust the benefit payments for all beneficiaries who were subject to the Annual Earnings Test. We
estimated SSA overpaid about $313 million to 89,300 beneficiaries and underpaid about $35 million to 12,800
beneficiaries. These payment errors primarily occurred because SSA did not process al records identified by its
Earnings Enforcement Operation (EEO). Furthermore, unless SSA takes corrective action to process al future EEO
selections, we estimated it would pay at least $104 million in overpayments and $11 million in underpayments
annualy.

SSA HAS TAKEN STEPS TO ADDRESS THIS CHALLENGE

SSA has been working to improve its ability to prevent over- and underpayments by obtaining beneficiary
information from independent sources sooner and using technology more effectively. For example, the Agency is
continuing its efforts to prevent payments after a beneficiary dies by using Electronic Death Registration
information. Also, the Agency's Continuing Disability Review processisin place to identify and prevent
beneficiaries who are no longer disabled from receiving payments.

SSA is also taking steps to recover overpayments. For example, the Agency generally agreed to the
recommendations to improve its efforts for cross-program recovery of overpayments that were in our June 2007
report, Cross-Program Recovery of Benefit Overpayments. For the records we reviewed, we estimated SSA could
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collect a maximum of about $3.6 million over a 21-month period from SS| payments to recover OASDI
overpayments. The amounts recovered could also earn about $149,000 in interest for the OASDI trust funds over
the 21-month period. In addition, we estimated that over the 21-month period, SSA could recover a maximum of
about $13.4 million in SSI overpayments. In September 2007, SSA implemented Cross Program Recovery |1,
which collects OASDI overpayments from SSI underpayments. SSA reported that the new program provided for the
collection of over $4 million in itsfirst month of implementation.

Wewill continue to work with SSA to identify and addressimproper paymentsin its programs. For example, in our
review, Title |1 Disability Insurance Benefits with a Workers' Compensation Offset (issued in November 2006), we
found that the percentage of paymentsin error identified in this report declined significantly when compared to the
percentage we reported in our prior workers' compensation offset audits. However, although there has been an
improvement in reducing improper payments due to workers' compensation, we still identified about 25,377
disability insurance claims totaling approximately $149 million that had payment errors. SSA agreed to implement
the five recommendations we made regarding this workload.
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INTERNAL CONTROL ENVIRONMENT AND PERFORMANCE MEASURES

Sound management of public programs includes both effective internal controls and performance measurement.
Internal control comprises the plans, methods, and procedures used to meet missions, goals, and objectives. OMB'’s
Circular No. A-123, Management’ s Responsibility for Management Control, requires the Agency and its managers
to take systematic and proactive measures to develop and implement appropriate, cost-effective internal control for
results-oriented management. Accordingly, SSA management is responsible for determining through performance
measurement and systematic analysisif the programs it manages achieve intended objectives.

Establishing appropriate controls over the development of disability claims under the DI and SSI programs is one of
the main work processes for which SSA isresponsible. Disability determinations under DI and SS| are required to
be performed by DDSsin each State in accordance with Federal regulations. Each DDSis responsible for
determining claimants’ disabilities and ensuring adequate evidence is available to support its determinations. SSA
reimburses the DDS for 100 percent of allowable expenditures up to its approved funding authorization. In FY
2007, SSA alocated over $1.7 billion to fund DDS operations.

From FY 2000 through FY 2007, we conducted 61 DDS administrative cost audits. In 32 of the 61 audits, we
identified internal control weaknesses and over $110 million that SSA reimbursed to the States that were not
properly supported or could have been put to better use. Fourteen of the 61 audits conducted were completed in

FY 2007. Six of these reports noted similar control weaknesses identified in DDS auditsin previous years and over
$28 million of questioned costs and/or funds that could be put to better use. We believe the large dollar amounts
claimed by State DDSs and the control issues we have identified, warrant this issue remaining a major management
challenge.

Another area that requires sound management and effective internal control is the selection and oversight of
contractors assisting the Agency in meeting its mission. In FY 2007, SSA spent over $715 million on contracts. We
reviewed 11 of SSA’s contractsin FY 2007. We generally found that the costs claimed for services provided by the
contractors involved were reasonable and allowable. While we noted no major concerns in the reviews conducted,
we believe ensuring proper oversight and controls over its contracts is inherently a major management challenge for
SSA due to the total dollar amounts awarded and risks involved with contractors adequately delivering services and
meeting contract objectives.

The Government Performance and Results Act of 1993 (Pub. L. No. 103-62) and the PMA call for the identification
of outcome measures that accurately monitor programs’ performance. Also, SSA managers need sound information
to monitor and evaluate performance. In FY 2007, we issued 7 audits that addressed 14 of SSA’s performance
measures. Four of the seven audits were based on work that began in FY 2006, with audit work continuing into

FY 2007. The nine performance measures addressed in these four reports are listed below.

e Increase the Usage of Electronic Entitlement e Increase the Percent of Employee Reports (W-2
and Supporting Actions forms) Filed Electronically

e Agency Decisional Accuracy Rate e  Number of SSA Hearings Processed

e Average Processing Time for Hearings Appeals e Average Processing Time for SSA Hearings

e Disability Determination Services Cases e Average Processing Time for Initial Disability
Processed per Workyear Claims

e  Number of Initial Disability Claims Processed
by the Disahility Determination Services

We concluded the data used for five of the nine measures were reliable and that the data used for four of them were
unreliable.
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Three of the seven audits released in FY 2007 were based on work that began and was completed in FY 2007. The
five performance measures addressed by these audits are listed below.

e  Percent of Individuals Who Do Business with e Percent of Old-Age, Survivors, and Disability
SSA Rating the Overall Service as“Excellent,” Insurance Payments Free of Overpayment and
“Very Good,” or “Good” Underpayment

e  Minimize Skill and Knowledge Gapsin e Continueto Achieve 2 Percent Productivity
Mission-Ciritical Positions Improvement on Average

e Align Employee Performance with Agency
Mission and Strategic Goals

We concluded that the data used for four of the five measures were reliable and that the data used for one of them
was unreliable.

Generally, when data was determined to be unreliable, it was due to weaknesses in internal or access controls over
the systems used to collect and processit. Due to the control weaknesses, the data was not sufficiently secure to be
certain of itsintegrity. The challenge SSA facesin thisareais ensuring that it has reliable management information
when making strategic and operational plans.

SSA HAS TAKEN STEPS TO ADDRESS THIS CHALLENGE

SSA has taken steps to develop internal controls over its operations and contractor performance and in devel oping
sound performance data. SSA has generally agreed with our recommendations that address internal control
weaknesses associated with DDSs and has taken the recommended steps to ensure that reimbursements provided to
DDSs are adlowable and properly supported. Additionally, SSA isworking to limit the number of employees that
have access and the ability to change datain its performance data collection systems to help ensure the integrity of
its management information. Also, the Agency has worked with us to determine what is the best way to audit its
performance data without significantly increasing its data storage costs. This effort includes gaining real time access
to SSA’s performance data, which allows usto test the data as it is being created.
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SYSTEMS SECURITY AND CRITICAL INFRASTRUCTURE PROTECTION

Protecting the critical infrastructure of the United States is essential to the Nation’s security, public health and
safety, economic vitality, and way of life. Attackson critical infrastructure could significantly disrupt the
functioning of Government and business alike and produce cascading effects far beyond the targeted sectors and
physical location of theincident. Therefore, any disruptions in the operation of information systems that are critical
to the Nation’ sinfrastructure should be infrequent, manageable, of minimal duration and result in the least damage
possible. The Government must make continuous efforts to secure information systems for critical infrastructures.

SSA’sinformation security challenge isto understand and mitigate system vulnerabilities. Weaknessesin controls
over access to its electronic information, technical security configuration standards, suitability, and continuity of
systems operations have been identified. While many of these weaknesses have been resolved, SSA needs to
monitor these issues diligently to ensure that they do not reoccur.

OMB continues to stress the importance of protecting the public’s privacy and Pl as emphasized by new guidance
such as OMB Memorandum M-07-16, Safeguarding Against and Responding to the Breach of Personally
Identifiable Information. This new guidance mandates agencies increase efforts to reduce the use of PlI collected
and held. OMB Memorandum M-07-16 complements existing PIl guidance including OMB Memorandum
M-06-15, Safeguarding Personally Identifiable Information, and OMB Memorandum M-06-19, Reporting Incidents
Involving Personally Identifiable Information and Incorporating the Cost for Security in Agency Information
Technology Investments. OMB is also incorporating more privacy and Pl1 protection questionsin its annual Federal
Information Security Management Act (FISMA) (Pub. L. No. 107-347, Title 111) guidance (OMB Memorandum
M-07-19).

SSA HAS TAKEN STEPS TO ADDRESS THIS CHALLENGE

SSA has taken numerous steps to address OMB guidance on PlI. In September 2006, the Agency released, Policy
and Procedures for All SSA Employees for Reporting the Loss or Suspected Loss of Personally Identifiable
Information (Information Systems Security Handbook, Appendix V). This policy requires the reporting of incidents
involving the loss or potentia loss of PlI within 1 hour of discovery. In March 2007, the Agency issued procedures
on safeguarding Pl1 whilein transit or outside of secure SSA space. |n September 2007, SSA issued the, SSA
Breach Notification Policy, The Social Security Administration’s Implementation Plan To Eliminate Unnecessary
Use Of Social Security Numbers, and The Social Security Administration’s Plan and Progress Update on Review
and Reduction of Holdings of Personally Identifiable Information (PI1). The Agency has also established
workgroups, a PIl Executive Steering Committee, which provides oversight and recommendations on SSA policy,
and the PIl Breach Response Group whose roleis to engage in Agency planning in the event a breach occurs.

SSA addresses significant information technology control issues in many other ways. For example, the Agency
developed and implemented configuration standards for all major operating system platforms and software
components. SSA also began an extensive monitoring process to ensure that the Agency’s over 100,000 servers and
workstations are in compliance with established system configuration standards. Further, SSA maintained
Certifications and Accreditations for all 20 major systems, which were substantially compliant with security
standards. SSA has instituted access control policies to ensure appropriate segregation of duties by limiting access
to critical information on a‘need only’ basis.

Over the years, SSA has worked to establish sufficient access controls as evidenced by the use of Top Secret
software and the System Security Profile Project (SSPP). An employee’s profile isthe primary element used to
control accessto SSA’sdatabases. Asaresult of the SSPP, in FY 2005, the access control issue was removed as a
reportable condition from SSA auditor’ s financial statement report. SSA needs to continue its efforts to fully
implement the policies that control accessto sensitive records. Such efforts should include:

e Updating and developing new configuration standards when appropriate;

e  Strengthening its access control processes to ensure that the user profiles are adequately reviewed and
tested;
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e Continuing to monitor the Agency’s devices for compliance with established configuration standards;
e Continuing to work the SSPP and the regular monitoring of accesses made to sensitive data; and

e Controlling and monitoring DDS employees and contractors access to sensitive SSA information.

SSA has implemented a variety of methods to protect its critical information infrastructure and systems security.
For example, SSA’s Critical Infrastructure Protection workgroup continuously looks to find ways to ensure Agency
compliance with various directives, such as Homeland Security Presidential Directives and FISMA. To provide for
the protection of the critical assets of the SSA National Computer Center, SSA has initiated the Information
Technology Operations Assurance (ITOA) project. The objective of the ITOA project isto build a second, fully
functional, co-processing data center. SSA also routinely releases security advisories to its employees and has hired
outside contractors to provide expertisein this area.
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SERVICE DELIVERY AND ELECTRONIC GOVERNMENT

One of SSA’sgoalsisto deliver high-quality “citizen-centered” service. This goa encompasses traditional and
electronic servicesto applicants for benefits, beneficiaries and the general public. It includes servicesto and from
States, other agencies, third parties, employers, and other organizations, including financia institutions and medical
providers. This areaincludes the challenges of the Representative Payee Process, Medicare Prescription Drug
Program, Managing Human Capital and Electronic Government (e-Government).

When SSA determines a beneficiary cannot manage his or her benefits, SSA selects a representative payee who
must use the payments for the beneficiary’ sinterests. In FY 2007, SSA reported there were approximately

5.3 million representative payees who managed about $49.9 billion in annual benefit payments for approximately
7.1 million beneficiariesin FY 2006. While representative payees provide a valuable service for beneficiaries, SSA
must provide appropriate safeguards to ensure its responsibilities are met to the beneficiariesit serves.

In FY 2007, we identified several problematic conditions during our reviews of SSA’s representative payee process.
We found SSA'’s procedures did not ensure new representative payees were selected when the death of current
payees occurred. We were also unable to identify if SSA referred, asrequired, all misuse cases to the OIG.
Furthermore, SSA did not always use its authority to redirect benefit payments to the local field office when
representative payees failed to submit annual accounting reports. Finally, in July 2007, the National Academy of
Sciences (NAS) issued areport, Improving the Social Security Representative Payee Program: Serving
Beneficiaries and Minimizing Misuse, that contained several recommendations to improve SSA’ s representative
payee program. For example, NAS reported that SSA should take steps to prevent and detect misuse of beneficiary
fundsin abetter way. In addition, NAS recommended that SSA conduct targeted reviews of those representative
payees most likely to misuse benefits.

The Medicare Prescription Drug, |mprovement and Modernization Act of 2003 (Pub. L. No. 108-173) established a
new, voluntary Prescription Drug Program that became effective January 2006. Under this program, certain low-
income individuals are eligible to receive prescription drug coverage, premium, deductible, and co-payment
subsidies. Implementation of the program presented several challenges for SSA. For example, SSA needed to
conduct outreach efforts to promote the program, perform income and resource verifications for individuals who
applied for low-income subsidies and review appeals for applicants who disputed SSA’s eligibility determinations.

As of January 2007, the GAO continued to identify strategic human capital management on itslist of high-

risk Federal programs and operations. Further, Strategic Management of Human Capital is one of five
governmentwide initiatives contained in the PMA. By the end of 2012, SSA projectsits DI rolls will have increased
by 35 percent. Further, by FY 2015, 54 percent of current SSA employees will be eligible to retire. This could
result in aloss of institutional knowledge that will affect SSA’s ability to deliver quality serviceto the public.

SSA faces numerous challenges in its attempts to provide eServices to the public, Government and business. For
example, SSA isfacing increased workloads as “baby boomers’ become eligible for retirement and as the disability
beneficiary population grows. At the sametime, there is agreater need for prompt, secure, and efficient
Government Internet services. We believe SSA needs to increase its efforts to encourage claimantsto file clamsvia
the Internet Social Security Benefit Application (ISBA). The percentage of claims filed through the Internet has
remained at about 3 to 5 percent over the previous 5 years. Furthermore, about 73 percent of claimants who file
electronically for retirement or disability benefits over ISBA still have to be contacted by SSA’sfield offices before
processing can be completed.
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SSA HAS TAKEN STEPS TO ADDRESS THIS CHALLENGE

SSA has taken several actions to address the challenges of its representative payee process. Thisincludes providing
periodic reports mandated by Congress under the Social Security Protection Act of 2004 on its representative payee
site reviews and other reviews. SSA has also established a Representative Payment Steering Committee to address
the NAS conclusions and recommendations and planned enhancements to its information systems for the issuance of
alertsto field offices to select a new representative payee when SSA is notified of a payee’s death.

To manage the challenges presented by the Medicare Prescription Drug Program, SSA conducted more than 75,000
outreach events across the country to promote the program. Based on income and resource verifications performed
as of February 2007, SSA approved low income subsidies to about 2.1 million applicants and denied low income
subsidies to about 2.5 million applicants. SSA created a Subsidy Appeals Unit to process appeals of its subsidy
eligibility determinations and continues to perform periodic redeterminations of subsidy eligibility.

Since June 2004, SSA has consistently scored "green” in both “Current Status’ and “ Progress in Implementing the
PMA,” for Human Capital on the Executive Branch Management Scorecard. The scorecard tracks how well the
departments and major agencies are executing the governmentwide management initiatives. SSA has taken various
actions to address its human capital challenges. Inthe Agency’s FY 2006 Annual Human Capital Accountability
Report, SSA reported it devel oped an Office of Personnel Management certified Human Capital Accountability
System and Operating Plan. In addition, SSA reported it instituted changes in its organizational structure to expedite
service to the public.

E-Government is a cornerstone of the PMA. SSA isincorporating this Presidential initiative into its process by
promoting convenient, quality on-line services. SSA is currently using the Web to provide services through its
Homepage. 1SBA has consistently rated at the top of all Federal offerings by the American Customer Satisfaction
Index Scorecard. In FY 2007, SSA reported a 292 percent increase over the FY 2004 baseline in the use of
electronic entitlement and supporting actions during FY 2006. One of the more recent users of SSA’s electronic
services was the Nation’ sfirst “baby boomer” who filed for retirement benefits on-line.
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OTHER REPORTING REQUIREMENTS

SUMMARY OF FINANCIAL STATEMENT AUDIT AND

MANAGEMENT ASSURANCES

Summary of Financial Statement Audit

Audit Opinion Unqualified
Restatement No

Beginning Ending
Material Weaknesses Balance New Resolved Consolidated Balance
Total Material Weaknesses 0 0 0 0 0

Summary of Management Assurances

Effectiveness of Internal Control over Financial Reporting (FMFIA Section 2)

Statement of Assurance Unqualified

Beginning Ending
Material Weaknesses Balance New Resolved Consolidated Reassessed Balance
Total Material Weaknesses 0 0 0 0 0 0

Effectiveness of Internal Control over Operations (FMFIA Section 2)

Statement of Assurance Unqualified

Beginning Ending
Material Weaknesses Balance New Resolved Consolidated | Reassessed Balance
Total Material Weaknesses 0 0 0 0 0 0

Conformance with financial management system requirements (FMFIA Section 4)

Statement of Assurance

Systems conform to financial management system requirements

Beginning Ending
Non-Conformances Balance New Resolved | Consolidated | Reassessed Balance
Total Non-Conformances 0 0 0 0 0 0
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Compliance with Federal Financial Management Improvement Act (FFMIA)

Agency Auditor
Overall Substantial Compliance Yes Yes
1. System Requirements Yes
2. Accounting Standards Yes
3. USSGL at Transaction Level Yes

ANTI-FRAUD ACTIVITIES

SSA is committed to improving financial management by preventing fraudulent and improper payments (see the
Agency Challenges section and the Improper Payments Information Act of 2002 Detailed Report for more
information). Section 206 (g) of the Social Security Independence and Program Improvements Act, Public Law
103-296 requires SSA to report annually on the extent to which cases of entitlement to monthly Old-Age and
Survivors Insurance (OAS), Disability Insurance (DI) and Supplemental Security Income (SSI) benefits have been
reviewed; and the extent to which the cases reviewed were those that involved a high likelihood or probability of
fraud.

ENTITLEMENT REVIEWS

Entitlement reviews help ensure that continued monthly payments are correct, even though fraud is not an issuein
the vast majority of cases. Cases are selected and reviews undertaken, both prior to and after effectuation of
payment, to ensure that development procedures and benefit awards are correct. Listed below are mgjor entitlement
reviews conducted by the Agency:

DIsSABILITY QUALITY ASSURANCE REVIEWS

SSA performs quality assurance reviews of random samples of DDS determinations to measure the level of accuracy
against standards mandated by the Regulations. These reviews are conducted prior to the effectuation of the DDS
determinations and cover initial claims, reconsideration claims, and determinations of continuing eligibility. The
following table shows that, for favorable determinations, the State DDSs have consistently made the correct decision
to allow or continue benefits.

Quality Assurance Review

FY 2003 FY 2004 FY 2005 FY 2006 FY 2007

% of State DDS decisions to allow or

continue not returned to the DDSs for 96.2% 96.4% 96.3% 96.3% 96.9%
correction
No. of cases reviewed 39,066 40,323 37,101 35,433 33,329

No. of cases returned to the DDSs due

. . 1,499 1,454 1,389 1,326 1,028
to error or inadequate documentation
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TITLE || PREEFFECTUATION REVIEWS

SSA also performs preeffectuation reviews of favorable Title 11 and concurrent Title I1/Title XV1 initial and
reconsideration determinations using a profiling system to select cases for review. This helps ensure the
cost-effectiveness of preeffectuation reviews, and satisfies the legislative requirement that the cases reviewed are
those that are most likely to be incorrect. SSA aso reviews a sufficient number of continuing disability review
continuance determinations to ensure a high level of accuracy in those cases. The following table shows that over
96 percent of the decisions made on Title Il preeffectuation reviews are accurate.

Title Il Preeffectuation Reviews

FY 2003 FY 2004 FY 2005 FY 2006 FY 2007

% of State DDS decisions to allow or

continue not returned to the DDSs for 96.2% 96.3% 95.9% 96.0% 96.3%
correction
No. of cases reviewed 318,505 334,774 328,189 305,233 307,878

No. of cases returned to the DDSs due

. . 12,090 12,498 13,338 12,118 11,258
to error or inadequate documentation

TITLE XVI PREEFFECTUATION REVIEWS

Following recently enacted legislation, SSA began preeffectuation reviews of favorable Title XV initial and
reconsideration adult determinations. Although the review began midway through FY 2006, FY 2007 isthefirst full
year of review. AsinTitlell cases, SSA also uses a profiling system to select cases for review. Thefollowing table
shows that over 97 percent of the decisions made on Title XV preeffectuation reviews are accurate.

Title XVI Preeffectuation Reviews

FY 2003 FY 2004 FY 2005 FY 2006 FY 2007

0 ..
% of State DDS decisions to allow not N/A N/A N/A N/A 97 4%
returned to the DDSs for correction

No. of cases reviewed N/A N/A N/A N/A 80,784
No. of case; returned to the DDSs d_ue N/A N/A N/A N/A 2.124
to error or inadequate documentation

CONTINUING DISABILITY REVIEWS (CDRS)

A key activity in ensuring the integrity of the disability program is periodic continuing disability reviews through
which SSA determines whether beneficiaries continue to be entitled to benefits because of their medical conditions.
Once an individual becomes entitled to Social Security or SSI benefits, any changesin their circumstances may
affect the amount or continuation of payment and thus must be reflected in SSA’srecords. SSA also conducts a
quality review of those decisions. The accuracy of these CDRsis shown on the following table.
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CDR Accuracy

FY 2003 FY 2004 FY 2005 FY 2006 FY 2007

Overall Accuracy 94.2% 94.7% 94.9% 93.5% 95.6%
Continuance Accuracy 94.4% 95.0% 95.3% 93.8% 96.4%
Cessation Accuracy 93.5% 93.0% 93.3% 92.4% 93.5%

OASI AND SSI QUALITY ASSURANCE REVIEWS

One of SSA’sfour Government Performance and Results Act strategic goalsis ‘to ensure superior stewardship of
Social Security programs and resources’. One of the ways in which SSA ensures this goal is by performing OAS
and SSI quality assurance reviews. Detailed discussion on the results of these reviews can be found in the
Performance Section of this report on pages 72-73 and 74-75.

SS| REDETERMINATIONS

SSI redeterminations are periodic reviews to ensure that arecipient is still eligible for SSI payments and that the
payments are being made in the correct amount. SSA set agoal for the number of SSI redeterminations to be
processed in FY 2007. Detailed discussion on SSI redetermination performance can be found in the Performance
Section of this report on page 70.

PAYMENT SAFEGUARDS ACTIVITIES

Numerous computer matching programs and other payment safeguard activities assist us in finding and correcting
erroneous payment actions and in identifying and deterring fraud in our entitlement programs. In continuing efforts
to improve payment accuracy, SSA invested over $877 million in processing over 7.8 million alertsin FY 2006.
Current estimates indicate that these payment safeguard activities provided benefits to the trust funds of over

$5.7 billion in retroactive overpayments detected and future overpayments prevented. Future preventions are
calculated by projecting the amount of change to recurring monthly benefits to some number of future months. The
projection of the number of future months that a change in the recurring monthly benefit amount can last varies and
can depend on the source of the data and/or the frequency of the activity that led to the change. The FY 2007 results
of these payment safeguard activities will be available in 2008.
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THE OFFICE OF THE INSPECTOR GENERAL’'S (OIG) ANTI-FRAUD ACTIVITIES

In FY 2007, as part of its fraud detection and prevention program for safeguarding the Agency’ s assets, SSA worked
with our OIG, the U.S. Attorney and other State and local agencies on cases involving fraud and abuse. The charts
below summarize OIG' s involvement in fraud activities throughout the FY .

Total Fraud Allegations by Category Source of All Fraud Allegations
FY 2007 FY 2007
SSN Lo
SSI-DI / 12,285 Enforcement Benff;(:?lgrles
41,143 Employee 41,240 '
1,297
Private
Other Citizens Anonymous
7,991 17,191 18,208
Ssl-Aged —
1,009 Public
DI 3025?9 SSA Employees Agencies
41,716 ’ 28,103 Other 1,120
5,789

Disposition of All Fraud Cases
FY 2007

Cases Opened

Cases Closed

Presented to US Attorney
Accepted by US Attorney
Declined by US Attorney

Judicial Actions

Pending

BIENNIAL REVIEW OF USER FEE CHARGES

SUMMARY OF FEES

User fee revenues of $290 and $284 millionin FY 2006 and FY 2007, respectively, accounted for less than

1 percent of SSA’stotal financing sources. Over 86 percent of user fee revenues are derived from agreements with
23 States and the District of Columbiato administer some or all of the States' supplemental SSI benefits. During

FY 2007, SSA charged afee of $9.69 per payment for the cost of administering State supplemental SSI payments.
Thisfeewill increase to $9.95 for FY 2008. The user fee will be adjusted annually based on the Consumer Price
Index unless the Commissioner of Social Security determines a different rate is appropriate for the States. SSA
charges full cost for other reimbursable activity such as earnings record requests from pension funds and individuals.
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BIENNIAL REVIEW

The Chief Financial Officers Act of 1990 requires biennial reviews by Federal Agencies of agency fees and other
charges imposed for services rendered to individuals, as opposed to the American public in general. The objective of
these reviews is to identify such activities, charge fees as permitted by law and periodically adjust these fees to
reflect current costs or market value. SSA’ s review of fees during FY 2006 did not identify any significant changes
in costs which would affect fees or any agency activities for which new fees need to be assessed. SSA is planning to
perform areview of these fees during FY 2008.

DEBT MANAGEMENT

During FY 2007, SSA continued its comprehensive debt collection program. SSA employsits own internal debt
collection methods, as well as other authorized, aggressive methods which in some cases make use of external
entities. SSA’sinternal debt collection methods include benefit withholding to collect overpayments from monthly
benefits when the person is still on therolls. In FY 2007, SSA collected $2.49 billion in overpayments by this
method.

When the person is no longer on the rolls, SSA uses its own billing and follow-up system to collect overpayments.
Using that system, SSA sends a series of progressively stronger notices requesting repayment and makes telephone
calls to negotiate repayment. The Agency collects several hundred million dollars a year by this method. In
addition, SSA used the following aggressive debt collection tools authorized for the Agency:

e Tax Refund Offset which is the collection of a delinquent debt from a Federal tax refund.

e Administrative Offset which is the collection of adelinquent debt from a Federal payment other than atax
refund.

e Cross Program Recovery which is the collection of aformer SSI recipient’s debt from any Old-Age, Survivors
and Disability Insurance (OASDI) benefits or the collection of an OASDI debt from an SSI underpayment due
that person.

e  Credit Bureau Reporting which acts as an incentive for individuals to repay their delinquent debts, or face the
consequences of a bad credit report.

e Administrative Wage Garnishment which is the collection of delinquent debts from the wages of overpaid
individuals.

e Non-Entitled Debtors which collects overpayments made to representative payees after the death of the
beneficiary.

e Federa Saary Offset which is the collection of delinquent SSA debts from the salary of overpaid Federa
government employees.

These tools continue to demonstrate their significance in the collection of delinquent program debt. In FY 2007,
SSA surpassed cumulative collections of $1.3 billion as aresult of the use of tax refund offset and administrative
offset since 1992. In FY 2007 alone, SSA collected over $149 million as aresult of the Treasury Offset Program.
Since implementation of mandatory Cross Program Recovery in February 2002, SSA has collected over

$342 million by that method.

In FY 2007, SSA expanded the Non-Entitled Debtors (NED) initiative. NED is a system that manages
overpayments and other debts owed by individuals who are not entitled to OASDI benefits or SSI payments. The
NED initiative is being developed in a series of releases, each targeting a different group of debts. Theinitial phase
of the NED system, implemented in November 2005, controls prospective overpayments made to representative
payees after the death of Title Il beneficiaries. The second phase of the NED system, implemented in July 2007,
controls existing overpayments made to representative payees after the death of the Title |1 beneficiaries.
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Alsoin FY 2007, SSA further expanded it uses of Cross Program Recovery (CPR). In August 2007, SSA expanded
the CPRinitiative to allow for the collection of an OASDI debt from an SSI underpayment.

Future plans include further expansion of the NED and CPR programs as well as an assessment of the feasibility of
utilizing additional debt collection tools such as administrative fees, interest charging/penalties and private
collection agencies.

In addition, SSA continues to use the system developed in FY 2002 to analyze and monitor its debt portfolio. The
systemisinstrumental in creating and tracking a performance measure for debt collection. This measureisthe
percent of outstanding OASDI and SSI debt that is scheduled for collection by benefit withholding or installment
payment. SSA recoghizes that these performance indicators can be improved by focusing overpayment recovery
efforts on those overpayments most likely to result in collections. SSA has underway a series of initiatives that will
prioritize the overpayments that are not in a collection arrangement based on their potential for collection. Thisis
expected to lead to an increase in the rate of collection and more efficient use of available resources.

The following collection dataincludes all the program debt owed to SSA and is presented on a combined basis
without intra-Agency eliminations. Collection data shown in the Performance Section only includes legally defined
overpayments in which beneficiaries have certain due process rights.

FY 2007 Quarterly Debt Management Activities (In Millions)

1st Quarter 2nd Quarter 3rd Quarter 4th Quarter
Total receivables (cumulative) $14,022.5 $13,856.0 $13,714.4 $14,253.4
Total collections (cumulative) (1,231.8) (1,427.7) (2,124.1) (2,892.7)
Total write-offs (cumulative) (246.4) (469.2) (730.4) (986.1)
TOP collections (cumulative) (2.4) (45.3) (68.3) (71.3)

Aging schedule of delinquent debts:

- 180 days or less 1,111.7 972.2 983.7 1,014.7
- 181 days to 10 years 2,316.8 2,367.9 2,349.0 2,413.9
- Over 10 years 70.1 66.0 76.3 80.8
- Total delinquent debt $3,498.6 $3,406.1 $3,409.0 $3,509.4
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SSA Debt Management Activities

FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Total debt outstanding end of FY (millions) $13,418.4 | $12,260.2 | $13,154.8 $13,662.3 | $14,253.4
% of outstanding debt
- Delinquent 18.9% 20.3% 21.8% 23.9% 24.6%
- Estimated to be uncollectible 21.1% 24.6% 24.2% 24.4% 27.4%
New debt as a % of benefit outlays 0.8% 0.8% 0.8% 0.9% 0.8%
% of debt collected 17.2% 18.3% 18.5% 20.2% 20.1%
Cost to collect $1 $0.10 $0.09 $0.09 $0.08 $0.07
% change in collections from prior FY (0.3%) (2.5%) 9.5% 13.4% 3.5%
% change in delinquencies from prior FY 22.4% (2.1%) 15.3% 13.9% 7.6%
Collections & write-offs as a % of Total Debt 19.4% 18.0% 19.3% 21.2% 20.6%
Collections as a % of clearances 71.5% 71.6% 74.3% 71.1% 74.4%
Total write-offs of debt (in millions) $918.7 $892.7 $841.8 $1,123.6 $986.1
Average number of months to clear receivables:
- OASI 18 22 20 18 18
- DI 33 38 30 29 39
- SSI 52 47 42 43 42
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IMPROPER PAYMENTS INFORMATION
ACT OF 2002 DETAILED REPORT

BACKGROUND

SSA is committed to reducing improper payments. SSA reports improper payments findings (both overpayments
and underpayments) from its stewardship reviews of the non-medical aspects of Old-Age and Survivors' Insurance
(OASI), Disahility Insurance (DI), and Supplemental Security Income (SSI) programs on an annual basis. In
accordance with Office of Management and Budget (OMB) guidelines implementing the provisions of the Improper
Payments Information Act of 2002 (IPIA), SSA reports as improper those payments that should not have been made
or were made in an incorrect amount. Stewardship review findings provide the basis for reports to Congress and
other monitoring authorities. Datafrom these reviews are also used in corrective action planning and in monitoring
performance as required by the Government Performance and Results Act of 1993.

STATISTICAL SAMPLING

The Old-Age, Survivors and Disability Insurance (OASDI) payment outlay rates developed in the stewardship
review reflect the accuracy of paymentsissued to OASDI beneficiaries currently on SSA rolls. In addition to the
combined payment outlay rates for OASDI, separate rates are calculated for OASI and DI. A statistically valid
national sampleis selected monthly from the payment rolls consisting of OASDI beneficiariesin current pay status.
For each sample selected, the beneficiary or representative payee is interviewed, collateral contacts are made, as
needed, and all non-medical factors of entitlement are redeveloped as of the current sample month. Findings are
input to a national database for analysis and report preparation. Similarly, the SSI payment outlay rates are
determined by an annual review of a statistically valid national sample of the SSI recipient rolls, selected monthly.
Separate rates are determined for the accuracy of paymentsin terms of overpayment and underpayment dollars.

RISK-SUSCEPTIBLE PROGRAM

The SSI program has been identified as susceptible to significant improper payments; i.e., estimated improper
payments exceed 2.5 percent of program outlays and $10 million (see Table 1). SSI’s estimated improper payments
are expressed separately in terms of overpayments and underpayments. For fiscal year (FY) 2006, improper
payments resulting in overpayments were $3.2 billion, or 7.9 percent of outlays. Improper payments resulting in
underpayments totaled $896 million representing 2.2 percent of total outlays. Every tenth of a percent change
represents $40.3 million dollarsin error. Even though the OAS! and DI programs are not identified as susceptible to
significant improper payments, IPIA has extended the improper payments reporting requirements to those programs
and activities listed in the former Section 57 of OMB Circular A-11.

Since the OMB guidance on IPIA requires the evaluation of al payment outlays, e.g., beyond the OASI, DI

and SSI programs that SSA administers, for the fourth consecutive year SSA performed areview of the Agency’s
administrative payments; e.g., payroll disbursements, vendor payments, etc. These payments were found not to be
susceptible to significant improper payments.

IMPROPER PAYMENT RATES AND TARGET GOALS

The improper payment rates for the OASI, DI and SSI programs for FY's 2004, 2005 and 2006 are presented in
Table 1. The overpayment rateis calculated by dividing overpayment dollars by dollars paid. The underpayment
rateis calculated by dividing underpayment dollars by dollars paid.
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Target accuracy goals for FY's 2007, 2008, 2009 and 2010 for the OASDI and SSI programs are presented in

Table 2. Inthe OASDI program, SSA's goal isto maintain accuracy at 99.8 percent for both overpayments and
underpayments. For the SSI program, SSA’s goal isto maintain the underpayment accuracy rate at 98.8 percent and
overpayment accuracy rates of 95.7 percent for FY 2007 and 96.0 percent for FY s 2008—2010.

Table 1: Improper Payments Experience FY 2004 - FY 2006
($ in millions)

FY 2004 FY 2005 FY 2006
Dollars Rate Dollars Rate Dollars Rate
OASI
Total Payments $415,100 100% $430,400 100% $454,300 100%
Underpayments $535 0.13% $507 0.11% $238 0.05%
Overpayments $1,286 0.33% $210 0.05% $948 0.21%
DI
Total Payments $78,200 100% $83,800 100% $90,700 100%
Underpayments $564 0.72% $473 0.56% $442 0.49%
Overpayments $1,296 1.70% $2,100 2.50% $877 0.97%
OASDI
Total Payments $493,300 100% $514,200 100% $545,000 100%
Underpayments $1,099 0.21% $980 0.19% $680 0.12%
Overpayments $2,582 0.53% $2,300 0.45% $1,824 0.32%
SSI
Total Payments $37,470 100% $39,068 100% $40,328 100%
Underpayments $504 1.3% $528 1.4% $896 2.2%
Overpayments $2,406 6.4% $2,500 6.4% $3,193 7.9%
Notes:
1. Total Payments represent estimated program outlays while conducting the payment accuracy reviews and may
vary from actual outlays.
2. OASI statistical precision is at the 95% confidence level for all rates shown. Confidence intervals are: for
FY 2004, £0.11% for underpayments and +0.32% and -0.34% for overpayments; for FY 2005, +0.13% and -0.11%
for underpayments and +0.05% and -0.04% for overpayments; and for FY 2006, +0.05% and -0.04% for
underpayments and +0.24% and -0.20% for overpayments.
3. Dl statistical precision is at the 95% confidence level for all rates shown. Confidence intervals are: for
FY 2004, +0.68% and -0.69% for underpayments and +1.53% and -1.54% for overpayments; for FY 2005, +0.64%
and -0.56% for underpayments and +1.81% and -1.82% for overpayments; and for FY 2006, +0.64% and -0.48%
for underpayments and +0.85% and -0.85% for overpayments.
4. SSI statistical precision is at the 95% confidence level for all rates shown. Confidence intervals are:
for FY 2004, +0.3% for underpayments and +1.0% for overpayments; for FY 2005, +0.3% for underpayments
and £0.9% for overpayments; and for FY 2006, + 0.5% for underpayments and + 1.0% for overpayments.
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Table 2: Improper Payments Reduction Outlook FY 2007 - FY 2010
($ in millions)

2007 target 2008 target 2009 target 2010 target
Dollars Rate Dollars Rate Dollars Rate Dollars Rate
OASDI
Total Payments $576,003 100% | $604,479 100% | $637,154 100% | $675,204 100%
Underpayments $1,152 0.2% $1,209 0.2% $1,274 0.2% $1,350 0.2%
Overpayments $1,152 0.2% $1,209 0.2% $1,274 0.2% $1,350 0.2%
SSI

Total Payments $44,033 100% | $46,144 100% $48,194 100% $50,279 100%
Underpayments $528 1.2% $554 1.2% $578 1.2% $603 1.2%

Overpayments $1,893 4.3% $1,846 4.0% $1,928 4.0% $2,011 4.0%
Notes:

1. SSA does not have separate OASI and DI targets (goals); therefore, a combined OASI and DI target is
presented.

2. FY 2007 data will not be available until June 2008; therefore, the rates shown are targets (goals).

3. The FYs 2008, 2009 and 2010 payment dollars represent estimated outlays as presented in the Mid-Session
Review of the President’s FY 2008 Budget. The projections for FY 2007 are adjusted (from those presented in
the Mid-Session Review) for the fact that there are only 11 payment days in that year, yet the quality review
is not affected by payment days, but rather by entitlement months.

IMPROPER PAYMENTS IN THE OASI AND DI PROGRAMS

To better track the causes of improper paymentsin the OASI program and to help pinpoint areas for corrective
action, improper payment sample data are combined for several years of quality assurance reviews. Over the last

5 years (FY s 2002-2006), atotal of over $2.1 trillion was paid to OASI beneficiaries. Of that total, $3.0 billion was
projected to be overpaid, representing 0.15 percent of outlays. Underpayments during this same period were
projected to be $1.7 hillion, the equivalent of 0.08 percent of outlays.

Applying the same analysis to the DI program, we find that over the last 5 years, (FY’s2002-2006), atotal of over
$386.7 billion was paid to DI beneficiaries. Of that total, $5.6 billion was overpaid, representing 1.4 percent of
outlays. Underpayments during this same period totaled $1.9 billion, the equivalent of 0.5 percent of outlays.

MAJOR CAUSES OF OASDI IMPROPER PAYMENTS

Major causes of improper overpaymentsin the OASDI program over this 5-year period are listed below (followed
by a detailed description under the Corrective Actions section) and account for nearly 80 percent of the improper
overpayments identified.

Substantial Gainful Activity (SGA)

Computations

Relationship/Dependency (e.g., unreported marriage, not having child-in-care, and students not in full-time
school attendance)

Annual Earnings Test
Government Pension Offset
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The major causes of improper underpayments in the OASDI program have been:
e Computations

e Workers Compensation (WC)

o Wages/Self-Employment Income (SEI)

While the improper payment rate in the OASDI program is very low, SSA's annual outlays are so large that even
small percentages of payment error can mean millions of dollars paid incorrectly. For the 5-year period from
FY 2002 through FY 2006, OASDI deficiency dollars totaled $11.9 billion, an average of about $2.4 billion per
year. Accordingly, SSA seeks continuous improvement in its processes to minimize improper payments.

CORRECTIVE ACTIONS

SGA: Although SGA isdtrictly anissuefor Title Il DI cases, errors attributed to SGA accounted for almost

53 percent of all OASDI overpayment deficiency dollarsfor the last 5 FY s (2002-2006). The process for making
SGA determinations has inherent delays that contribute to the magnitude of the overpayments. Almost three-quarters
of the deficiency dollars associated with SGA are due to the beneficiary’ sfailure to report that he/she is working.
The remaining one-quarter of the deficiency dollarsis associated with cases where SSA receives notice of work
activity, but fails to take appropriate action to adjust payment. Intermsof all errors (both overpayments and
underpayments), SGA accounted for about 37 percent of total OASDI deficiency dollars.

One of the efforts to address SGA-related issues was the eWork system, which was implemented nationwide in
FY 2005. The éWork system is ameans of controlling and processing reports of work and earnings made by
individuals receiving disability benefits. The application provides improved management information and tighter
controls on the work Continuing Disability Review (CDR) process.

The Continuing Disability Review Enforcement Operation (CDREO) process is designed to alert Title Il and
concurrent Title 1/Title XVI claims with potentially uninvestigated substantial earnings after disability onset.
However, these alerts are dependent upon the earnings posting operation, which lags well behind when wages are
actually earned. In addition, some aerts are generated which result in no change to the worker’ s benefits because
the work is determined not to be SGA due to special work accommodations or other factors. However, review is
till required to determine whether the beneficiary’ s work activity isor is not SGA.

SSA has developed software that tracks the disposition of overpayments over time beginning with when they are
detected. This software separates overpayments by dollar ranges and can be used to isolate debts based on a variety
of other factors, such as the age of the beneficiary or type of disability. To better understand the problems with
processing SGA cases, SSA has analyzed severa hundred recently established SGA overpayments. One objectiveis
to develop a method which differentiates overpayments that reflect significant problems from those that appear to be
less problematic. We anticipate that SSA’s review of the CDREO aert process will produce a comprehensive
picture of how SGA affects benefits. We are currently developing a plan to use the results of this review to
prioritize this workload through profiling and statistical modeling.

SSA also conducted an analysis of the Office of Child Support and Enforcement (OCSE) database of new hires to
determine whether a matching operation with that database would be useful to SSA in identifying unreported work
that affects DI benefits. The assumption was that identification of unreported wages from a match with the OCSE
database would be timelier than the current annual earnings reporting/processing operation. SSA examined a
sample of 1,003 cases where there was a match between the OCSE new hires file and the Master Beneficiary
Record. A retrospective examination of the sample cases found that in none of the cases would having this “new
hire’ information lead to an earlier determination to suspend or terminate disability benefits sooner than through the
current CDR process. Consequently, SSA has concluded that an ongoing matching operation with OCSE new hires
file, and the early knowledge of new employment, would have little, if any, effect in reducing improper payments.
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DEATH NOTIFICATION: Timely and accurate death data enables SSA to better effectively administer programs
and increase prevention of incorrect payments. SSA isworking with State governments and other jurisdictions to
improve the current death registration process. The most efficient manner to improve timeliness and accuracy of
State datais by using an Electronic Death Registration (EDR) system, aweb-based automation of the death
registration process. EDR electronically links the participants in death registration and contains an online

real-time Social Security Number (SSN) verification process. SSA'sgoal isto receive averified death report within
5 days of death and within 24 hours of the report's receipt in the State repository. EDR helps improve the accuracy
of the death master file that we share with other Federal agencies. SSA currently receives death data via EDR from
16 States, New Y ork City, and the District of Columbia. Fourteen States are in the process of implementing EDR.
These States will implement by September 2008.

COMPUTATIONS: For thelast 5 FY s (2002-2006), errors attributed to computations accounted for about

37 percent of all OASDI underpayment deficiency dollars and 11 percent of all OASDI overpayment deficiency
dollars. Intermsof all errors, computations accounted for 19 percent of total OASDI deficiency dollars for the
period. For the 5-year period, leading causes of computational related underpayments were cal culations involving
family maximums, Automatic Earnings Reappraisal Operation (AERO), primary insured amount, and adjusted
retirement factor/delayed retirement credit. The major cause of computation-related overpayments were cases
involving the Windfall Elimination Provision.

SSA has developed two automation tools, "MacPaste” and "AEROwiz," to address errors involving computations.
Thefirst tool, MacPaste, helps eliminate transcription errors made by technicians who enter benefit rate and Primary
Insurance Amount (PIA) information into the system, thereby enhancing productivity and accuracy. The second
tool, AEROwiz, helps technicians process recomputations of benefit amounts by providing them with a convenient
summary of all of theissues involved with the case. AEROwiz & so hel ps technicians make decisions when
determining years of coverage in casesinvolving the Windfall Elimination Provision and in cases involving earnings
postings within the prior six years.

RELATIONSHIP/DEPENDENCY: This category involves avariety of issues such as unreported remarriage, not
having child-in-care, and students who were not in full-time attendance. The deficiency dollars in this category are
all overpayment-related. Errors attributed to rel ationship/dependency issues accounted for about 9 percent of all
OASDI overpayment deficiency dollars. This category accounted for about 3 percent of total OASDI deficiency
dollars.

SSA isevaluating several recommendations to address relationship/dependency errors. These recommendations
include potential systems enhancements related to entitlement of stepchildren, procedural revisions and a possible
legidlative change.

WAGES/SEI: Wages or self-employment errors result when the earnings record does not accurately reflect the
individual's earnings and the error is not detected when the individual files for benefits. Earnings-related errors most
often result in underpayments to the beneficiary. For the period FY 2002-2006, about 90 percent of the deficiency
dollars for this category were underpayments. Errors attributed to wages or self-employment issues accounted for
about 25 percent of all OASDI underpayment deficiency dollars and 1 percent of all OASDI overpayment
deficiency dollars. This category accounted for 8 percent of total OASDI deficiency dollars.

The Agency has taken a number of actions to reduce earnings-related errors. SSA added language to the improved
Social Security Statement to remind the public to inform SSA of incorrect earnings postings. Beginningin

FY 2000, all workers age 25 or over began receiving their statements, thereby giving them the opportunity to review
and correct any earnings record errors before they file for benefits.

SSA has also improved earnings record accuracy through increasesin electronic filings that reduce the number of
items requiring later correction. These improvements enabled SSA to exceed its goal (80 percent) to receive all
Form W-2s electronically for tax year 2006. As of July 2007, SSA received 239,553,638 (84.4 percent) of W-2s
electronically. For tax year 2007, SSA's goal isto receive 80 percent of all W-2s electronically.
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To further improve posting of earnings records, in June 2005 SSA implemented the Social Security Number
Verification Service (SSNVS). SSNV S allows registered employers or their third party representativesto verify the
names and SSNs of hired employees for wage reporting purposes. Over the internet, users can verify up to

10 names and SSN's per screen with immediate results or upload afile with up to 250,000 names and SSNs with the
results available the next business day. In calendar year 2007, through September 28, 2007, SSA has verified over
43.5 million names/SSNs for nearly 33,000 employers.

Thefirst phase of the Earnings Alert Project, which addresses the earnings problems prospectively, was
implemented in October 2006. This phase automated the earnings review of Internet claims and extended the
automation of the review criteriato all initial claims. Past analysis has shown that the Internet review criteriais
effective in identifying earnings record inaccuracies and will effectively identify the source of the inconsistency. In
addition, the revisions will eliminate an estimated 50 percent of the nonproductive aert reviews.

Earnings that remain in suspense after the annual posting cycle are wage or self-employment earnings that are not
matched to an earnings record after all routine matching operations are complete. SSA isworking to develop
automated processes and system prototypes to:

¢ Identify accounts with significant probability of having missing earnings/military service;
e  Search the suspense file for missing earnings; and,

¢ Match and move items from suspense to the beneficiary’ s earnings record.

SSA has also initiated several processes to re-examine the suspense file to electronically identify and post to the
correct earnings records millions of dollars of earnings. These new processes have removed about 11 million wage
items from the earnings suspense file. SSA also expects this re-examination process will produce information that
will help the Agency to better manage the suspensefile.

WC: SSA has an ongoing effort to prevent future problemsin the WC area, as well as clean up past problem cases.
However, this manually-intensive workload continues to be a challenge. Although WC offset is solely limited to
Title 11 DI cases, errors attributed to WC offset accounted for about 31 percent of all OASDI underpayment
deficiency dollars and 3 percent of all OASDI overpayment deficiency dollars. This category accounted for

11 percent of total OASDI deficiency dollars.

Many of the problems associated with this complex workload are due to technical difficulties in determining the
correct rates and dates to be used in WC computations. There is no automated verification of WC payments, so SSA
relies mainly on beneficiary disclosure of WC payments and changes. Many beneficiaries do not report this
information on atimely basis, if at all. Consequently, some of these individuals are paid a higher Social Security
disability benefit than they are eligible for, while others are underpaid since their WC stopped and their SSA benefit
amount is not increased accordingly.

In addition, the variations in state laws regarding the offset of Social Security benefits for both WC payments and
public disability benefits (PDB) contribute to payment problems. Some beneficiaries also receive a combination of
weekly payments, PDBs and alump-sum settlement. The combination of variance in state laws and multiple types
of payments of WC/PDB received by a beneficiary often resultsin technical errors.

In FY's 2006 and 2007, SSA’s processing centers (PCs) conducted a series of studies to determine the most
productive cases to work in future years. Also in FY 2007, as part of a comprehensive approach to WC case
processing, the PCs turned their attention to the quality of current WC case processing as the best avenue for fixing
the perennial WC cleanup problem. To track the quality of all WC cases, the WC Quality Today (WCQT) project
was launched in March 2006. WCQT incorporates a web-based quality review process and online reports providing
accuracy and error data for each PC.
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As part of WCQT, three initiatives aimed at improving the overall quality of the work have been implemented:

1) uniform random sampling of WC/PDB dispatches; 2) targeted reviews of highly error-prone cases; and,

3) refresher training for technicians who process WC cases. Theinitiatives have paid off with a 9.3 percent
improvement rate in WC/PDB payment and accuracy rate from March 2006 to May 2007. In addition, efforts to
improve processing of these complex claims have included enhancements to the Interactive Computation Facility for
computing WC offset and specialized training for technicians.

For FY 2008, the PCs expect to review 10,255 clean-up cases, using the criteria developed in FY 2006 to determine
which cases yield the highest return on investment, while continuing to concentrate on the quality of current WC
case processing.

DUAL ENTITLEMENT: SSA has aso improved its process for ensuring SSI recipients file for benefitsin the
OASDI program. One of the conditions for SSI eligibility isthat individualsfile for any other benefits that they may
be eligible to receive. SSA hasidentified nearly a half-million SSI disability recipients, current and former, who are
potentially eligible for OASDI payments after earning sufficient work credits to qualify for the Disability Insurance
program while receiving SSI benefits.

To prevent future missed entitlement, we have enhanced programs on both the SSI and OASDI systems. In

FY 2007 we enhanced both the Title I and the Title XVI modernized claims systems to include questions that assist
in the development of potential entitlement to SSI and other OASDI benefits. In addition, we implemented an
enhancement in the SSI system to add the date that an OASDI claim was filed for documentation, and historical
reference. Future enhancements planned for FY 2008 include implementing a follow-up alert when responses
during an SSI interview reflect that an OASDI claim should be taken but none has been adjudicated, and
establishing an automated control or lead for other potential benefits.

ANNUAL EARNINGS TEST (AET): AET errorsinvolve situations where deductions in payments related to a
beneficiary's work after retirement age were not taken into account or were not computed properly. Errors attributed
to AET accounted for about 1 percent of all OASDI underpayment deficiency dollars and 7 percent of all

OASDI overpayment deficiency dollars. Nearly 94 percent of the deficiency dollarsin this category are

Retirement and Survivors Insurance (RSI) overpayments. This category accounted for 5 percent of total OASDI
deficiency dollars.

When a person has earnings after retirement, he/she is asked to report his/her earnings when those earnings exceed
the annual exempt amount or when a change in expected earnings will affect benefits payable. SSA usesthese
reports to adjust benefits for the year. SSA’s Stewardship review dataindicates the leading cause of AET error is
that wages were not reported or were reported incorrectly.

If abeneficiary does not provide an annual estimate or report (or provides an incorrect report), the enforcement
process will identify the earnings when they are posted to the earnings record. SSA will develop through the FO to
determine if withholding of benefitsis applicable. Stewardship reviewers do not record an AET error until after the
full enforcement process has been completed for aparticular year.

GOVERNMENT PENSION OFFSET (GPO): GPO rules generally require Social Security benefits for a spouse or
surviving spouse who receive a monthly pension from a State or local government agency to be reduced. Errors
attributed to GPO accounted for 6.5 percent of all OASDI overpayment deficiency dollars. This category accounted
for 5 percent of total OASDI deficiency dollars.

CRITICAL PAYMENT PROCESSING: |n cases of dire need and financial emergency, SSA field offices have the
option to use the Third Party Payment System (TPPS) to issue an immediate payment directly to the beneficiary. In
FY 2007, SSA implemented a real-time interface between TPPS and the Critical Payment System (CPS). The
automated interface enables field office personnel to initiate an immediate payment without having to make separate
inputs to TPPS and CPS and enhances both payment accuracy and programmatic accounting.
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IMPROPER PAYMENTS IN THE SS1 PROGRAM

To better track the causes of improper paymentsin the SSI program and to help pinpoint areas for corrective action,
improper payment sample data are combined for several years of quality assurance reviews. Over thelast 5 years,
(FY’s2002-2006), atotal of over $186.6 billion was paid to SSI recipients. Of that total, $12.6 billion was
overpaid, representing 6.8 percent of outlays. Underpayments during this same period totaled $2.8 billion, the
equivalent of 1.5 percent of outlays.

MAJOR CAUSES OF SSI IMPROPER PAYMENTS

For the 5-year period, FY 2002-2006, the major causes of overpaymentsin the SSI program (followed by a detailed
description under the Corrective Actions section) were:

e Wages

e Financia Accounts (such as bank savings or checking accounts, credit union accounts, etc.)
Each of these causes individually exceeded the sum of the next three leading causes of overpayment deficiencies.

The mgjor causes of underpaymentsin the SSI program for the same period (followed by a detailed description
under the Corrective Actions section) were;

e Wages
e Living Arrangements

e |n-kind Support and Maintenance

CORRECTIVE ACTIONS

For the entire 5-year period, 71 percent of the overpayment improper payments were caused by a change that
occurred independent of an initial claim or redetermination.

WAGES: Wages have been one of the leading deficiency types for overpayment improper paymentsin the last

5 combined years. They accounted for about 18 percent of total overpayment improper payments during the 5-year
period. The mgjor factor (78 percent) in wage overpayment improper payments was the failure of
recipients/representative payees to provide an accurate and timely report of new or increased wages for the recipient
or deemor. Wage overpayments increased from $416 million in FY 2005 to $778 million in FY 2006, an 87 percent
increase.

In an effort to achieve more timely and accurate reporting of wages, SSA has completed a pilot to test the feasibility
of implementing large scale monthly wage reporting using touch-tone and voice-recognition telephone technology
for the SSI program. Specifically, SSA tested whether SSI recipients (or their representatives, parents or Spouses,
where deemed wages affect benefit payments) would report wages monthly using this new technique. The key
issues were the timeliness and accuracy of the reports and the willingness of the participants to consistently report
over an extended period. The results of this pilot were evaluated and SSA decided to conduct a second pilot to test a
more user-friendly knowledge-based authentication process rather than the PIN/password process used in the first
pilot (reporters had difficulty navigating the PIN/password process). The evaluation of the second pilot
recommended expansion of wage reporting using touch-tone and voice recognition tel ephone technology. Timely
and accurate reporting of wages offers the opportunity to prevent a substantial volume of SSI wage overpayments.
SSA has planned to make enhancements to the authentication system and to allow implementation of a verification
tolerance.

In both FY 2006 and FY 2007, there were significant changes in how non-medical redeterminations (RZs) and
limited issues (L1s) were selected and released to the field offices. Due to Agency resource constraints, cases
meeting certain characteristics were not automatically selected for redetermination unless they met specific criteria,
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thereby decreasing the number of RZ and L1 selections. The Agency completed almost 1.5 million RZ and
LI reviews of SSI recipientsin FY 2006, a decrease of 850,000 compared to FY 2005. The decrease in the number
of RZsand LIs selected may have contributed to the 87 percent increase in wage overpayments for FY 2006.

Wages have been the leading cause of underpayment improper paymentsin 4 of the last 5 years, accounting for
about 18 percent of total underpayment improper payments during the 5-year period. The major factor (80 percent)
in wage underpayment improper payments was the failure of recipients/representative payees to report a decrease or
termination in wages for the recipient or deemor. Over the 5-year period, wages earned by deemors accounted for
66 percent of underpayment improper payments and wages earned by recipients accounted for 34 percent of
underpayment improper payments.

For the 5-year reporting period, wage fluctuations accounted for 48 percent of underpayment wage improper
payments. The remaining improper payments resulted because recipients/representative payees failed to report a
reduction or termination of wages, or because of miscellaneous reasons; e.g., wages were deemed that should not
have been deemed. Regular and accurate monthly wage reports will help reduce underpayments caused by wages.

FINANCIAL ACCOUNTS: For the 5-year period, financial accounts were one of the leading causes of overpayment
improper payments, accounting for about 19 percent of the total. For FY 2006, financial account overpayment
deficiencies project to $682 million.

Financial account deficiencies occur when financial accounts owned by the recipient or deemor (parent or spouse of
an eligible individual) exceed the resource limit and the recipient becomes ineligible for SSI payments. For each
year in the 5-year period, the primary cause of these errors was the failure of the recipient or representative payee to
advise the Agency of the existence of afinancial account or an increase in the amount of an account.

Each year, the majority of improper payments in this category were attributed to changes that occurred subsequent
to aninitial claim or after completion of the last redetermination. That is, these improper payments developed after
the Agency had been in contact with the recipient. In FY 2006, 94 percent of the improper paymentsin this
category fit this description.

The Foster Care Independence Act of 1999 gives the Commissioner the authority to require SSI applicants and
recipients and those individuals whose income and resources we consider in determining an individual’ s eligibility
and benefit amount (deemors) to provide authorization for SSA to obtain any and all financial records from any and
all financial ingtitutions. Refusal to provide, or revocation of, an authorization may result in ineligibility for SSI. In
an effort to reduce the amount of overpayments caused by financial accounts, SSA promulgated final regulationsin
FY 2004 that exercised the Commissioner’ s authority to require the authorization that set the stage to allow the
Agency to query financial institutions electronically. In February 2004, SSA began a proof of concept to test the
feasibility of financial institutions accepting electronic bank account verification requests. The proof of concept
demonstrated the financial community’s support of this process. In addition, verification requests were returned
quickly to the Agency which alows immediate continuation of the SSI application or redetermination.

In February 2005, SSA initiated a study to ascertain the characteristics of casesthat are likely to have unreported
resources. The data gathering for this study concluded in FY 2005. A report of the findings from the Access to
Financial Institutions pilot study was issued on November 3, 2006. Using the findings from a sample of initial
claims and redeterminations processed by the New Y ork and New Jersey field offices, the report presented an
estimate of potential benefits and costs associated with afull national roll out of the Accuity’s automated financial
account verification system. SSA has pursued the issue of funding a national rollout of thisinitiative with OMB.
Until such resources are available, we are continuing the operation of the Accuity system in the New Y ork/New
Jersey field offices and in SSA’s Quality Performance offices nationwide to assist them in detecting bank account
errors as part of the annual stewardship review process. We are also expanding the use of the Accuity system to
field officesin the state of California. The target date for implementing this expansion is November 1, 2007.
Eventually, a system that integrates the Accuity system with the Modernized Supplemental Security Income Claims
System will be built to handle verifications in a more efficient and |ess |abor-intensive manner. The devel opment of
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such asystem is currently in the planning and analysis stage, but also dependent on the successful acquisition of
additional funding.

LIVING ARRANGEMENTS: Living arrangements were the second leading cause of underpayment improper
payments for 4 of thelast 5 years, and the leading category in FY 2002. This category includes people who should
have been paid based on “living in own household” (e.g., home ownership, rental liability, paying pro rata share of
household expenses, but were paid based on another living arrangement.

Over the 5 years, this deficiency primarily occurred (78 percent) when the recipient/representative payee failed to
provide an accurate timely report showing that the value of the one-third reduction (the reduction factor when a
recipient is not paying his or her full share of the household expenses) no longer applied. Overal, recipients and
representatives were responsible for the vast majority of underpaid dollars (80 percent) in this category because they
initially provided an incomplete or inaccurate report or failed to report a change. For each year in the 5-year period,
over one-half of the underpayment improper payments were caused by a change that occurred after an initial claim
or after the last redetermination. Only 5 percent of the total underpayment improper payments resulted when the
recipient changed a contribution after receipt of the first SSI payment.

IN-KIND SUPPORT AND MAINTENANCE (ISM): ISM deficiencies were the third leading cause of
underpayment error dollars over the last 5 years. The primary cause of 1SM underpayment improper payments for
the 5-year period was when the recipient was no longer receiving I1SM yet it continued to be figured into the
payment calculation (82 percent). This occurred because recipients/representative payees failed to report changes or
made an incomplete/inaccurate report (73 percent) and because field offices inaccurately processed cases

(19 percent). The remainder occurred because of administrative tolerances or mail-in redeterminations that did not
solicit information to identify the change in ISM. For the 5-year period, over one-half of the ISM improper
payments resulted from a change subsequent to an initial claim or after the last redetermination.

On February 7, 2005, SSA issued regulations to simplify the SSI exclusions for automobiles and household goods
and personal effects, and to simplify the counting of ISM by eliminating clothing from consideration. These
changes simplify several SSI rules and make them less cumbersome to administer and easier for the public to
understand. These simplifications were implemented by SSA field offices, and in October 2006, the SSI computer
system was modified to fully support these simplifications. In FY 2007, SSA revised three of the information
collection forms used to develop ISM in order to make them more effective. SSA is continuing to look at options
for simplifying living arrangements and |SM policies which we believe would contribute to a reduction in
underpayments.

The redetermination process is one of the most powerful tools available to SSA for preventing and detecting
improper SSI payments. As described above, the vast mgjority of improper payments occur at a point in time when
the Agency is not in contact with theindividual. Clearly, more frequent redeterminations will result in reductionsin
the level of improper payments.

MEDICAL ASPECTS OF THE DI AND SSI PROGRAMS

The medical aspects of the DI and SSI programs are administered through State agencies at theinitia claim,
reconsideration and continuing disability review stages of the disability process. SSA has established net accuracy
rate goals for Disability Determination Service (DDS) allowance and denial decisions. The goals reflect the percent
of initial claims that maintain their original DDS decision after Federal review and subsequent additional
development, as required.

The alowance, denia and overall accuracy rates for FY s 2005 and 2006 are presented in Table 3. Theserates are
determined by SSA's quality assurance review of initia claims. All sampled determinations are reviewed prior to
effectuation and deficient cases are returned and corrected.

Starting in FY 2003, SSA established a combined allowance and denia goal for net accuracy. The goal for
FY 2007 is 97 percent. FY 2007 datawill be available in January 2008.
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Table 3: DDS Initial Claim Net Accuracy

Initial Claim Net Accuracy FY 2005 FY 2006
Allowance 98.0% 98.1%
Denial 95.3% 95.1%
Combined 96.3% 96.2%

Note: The changes from FY 2005 to FY 2006 are not statistically significant.

The Social Security Act also requires areview of 50 percent of the favorable DI and concurrent DI/SSI initial and
reconsideration DDS determinations; i.e., pre-effectuation reviews (PER). To the extent feasible, the selection is
made from those determinations most likely to be incorrect.

Using alogistic regression methodology, initial and reconsideration allowances are profiled and cases falling within
the established cut off score are selected for review. All sampled determinations are reviewed prior to effectuation
and deficient cases are returned and corrected. For FY 2005, the Actuary has produced estimates that PER saved
$720 millionin lifetime DI, SSI, Medicare, and Medicaid payments, with a benefit/cost ratio of 14:1.

The Social Security Act now includes an extension of the PER review of favorable adult disability decisions to the
SSI program. Thisiinitiative supports the President’ s management reform to reduce improper payments, improves
the accuracy and integrity of the SSI and Medicaid programs, and applies consistency to the DI and SSI programs.
We anticipate significant program savings from this initiative.

IMPROPER PAYMENTS FOR ADMINISTRATIVE OQUTLAYS

An evaluation was conducted of SSA’s FY 2006 administrative payments and they were determined not

to be susceptible to significant improper payments. In FY 2006, SSA outlaid $10,557 million to administer the
OASI, DI and SSI programs. These costs largely consisted of payroll and benefits but also included payments to
State agencies for the DDS.

RISK ASSESSMENT

To better facilitate the risk assessment process, SSA segmented administrative paymentsinto several categories.
These categories were used to analyze and determine SSA’s vulnerability to improper payments.

Table 4: FY 2006 Administrative Expenses
($ in millions)

Payroll and Benefits $5,272
State DDS $1,772
Other Administrative Expenses* $3,513
Total Administrative Payments $10,557
Notes:

*Other Administrative Payments includes Travel, Transportation, Rents, Communications & Utilities, Printing and
Reproduction, Other Services, Supplies and Materials, Equipment, Land & Structure, Grants, Subsidies, &
Contributions, Information Technology Systems, OASI and DI Trust Fund Operations, Other Dedicated Accounts,
Other Reimbursable, Budget not allotted and allowed, Interest & Dividends, and Insurance Claims and Indemnities.
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Using OMB guidelines, SSA conducted arisk assessment on each of the categorieslisted in Table 4 on the previous
page. The payment categories were reviewed and any identified improper payments were assessed versus the entire
payment category. The result of this analysis showed that SSA’ s administrative payments were not susceptible to
significant improper payments.

Also considered as part of the risk assessment were:

e A number of financial statement audits, which identified no significant weaknesses in the administrative
payment process;

o Extensive editsinherent in SSA’s administrative payment systems; and,

e Thestrong internal control structure SSA hasin place to prevent, detect, and recover improper administrative

payments.

Based on the results of the overall risk assessment, the Agency determined that SSA’s administrative payments do
not meet the criteria for further reporting to Congress or OMB based on the OM B-issued guidance.

RECOVERY AUDIT PROGRAM

Section 831 of the Defense Authorization Act for FY 2002 added a subchapter to the U.S. Code

(31 USC 3561-3567) that requires agencies that enter into contracts with atotal value in excess of $500 million
inaFY to carry out a cost-effective program for identifying errors made in paying contractors and for recovering
amounts erroneously paid to the contractors. A required element of such a program is the use of recovery audits and
recovery activities.

OMB guidance states that Agencies shall have a cost-effective program of internal control to prevent, detect, and
recover overpayments to contractors resulting from payment errors. To comply with this guidance and support the
evaluation that administrative payments are not susceptible to significant improper payments, SSA has established
an in-house recovery audit program for administrative payments to address recovery issues related to recovering and
limiting improper sales tax, excise tax, and late payment charges; additionally, computer-assisted auditing
techniques are utilized to identify possible duplicate payments. SSA’s in-house recovery audit program employs an
automated query system to identify payments made to the same vendor, with the same invoice date and for the same
amount to help identify payments which represent a higher risk of being double payments.

Results from our in-house recovery audit program and quality review process continue to confirm that
Administrative Payments are well below the threshold established for reporting improper payments. These results
further validate SSA’s existing controls for the prevention, detection, and collection of improper payments. Results
from the recovery audit program continue to reinforce our internal control structure, thus demonstrating our
commitment to the President’ s Management Agenda.

PROGRAM SCOPE

The recovery audit program scope included a review of administrative contractor payments for FY 2006 totaling
$1.4 billion. Of that amount, about 0.12 percent or $1,712,454 had been identified and collected. These results
further validated SSA’ s existing controls for prevention, detection and collection of administrative improper
payments.

The Agency has elected to exclude the following classes of contracts from the scope of the recovery audit:

o Cost-type contracts that have not been completed where payments are interim, provisional, or otherwise subject
to further adjustment by the Government in accordance with the terms and condition of the contract.
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o Cost-type contracts that were completed, subjected to final contract audit and, prior to final payment of the
contractor’ s final voucher, all prior interim payments made under the contract were accounted for and
reconciled.

Table 5: FY 2006 Recovery Auditing Results
($ in millions)

Agency Amount Actual Amounts Amounts Amounts Amounts | Cumulative Cumulative
Component subject Amount | Identified Recovered | Identified Recovered Amounts Amounts
to Reviewed for cy for PYs Identified @ Recovered
Review and Recovery Recovery for (CY + PYs)
for CY Reported CcY PYs Recovery
Reporting CY (CY + PYs)
Administrative $1,383 $54.876 $1.712 $1.712 $.196 $.196 $1.908 $1.908
Expenses

ACCOUNTABILITY FOR IMPROPER PAYMENTS

In June 2002, SSA released the SSI Corrective Action Plan which outlined a multi-pronged approach to improve
stewardship through increased overpayment detection and prevention, new measurement strategies, potential
changesin SSI policies and Agency accountability. We are extremely pleased that the Government Accountability
Office (GAO) removed the SSI program from its high-risk list of government programs considered especially
vulnerable to waste, fraud or abuse. In doing so, GAO recognized SSA’s progress to improve the management

of the program. We are continuing our efforts to improve our management of the SSI program across three

fronts: improved prevention of overpayments, increased overpayment detection, and increased collection of debt.
To achieve these goals, SSA executives are held accountable for meeting the initiativesin the SSI Corrective Action
Plan. Progressin monitored in regular meetings with SSA executives.

AGENCY INFORMATION SYSTEMS TO REDUCE IMPROPER PAYMENTS

BACKGROUND

In the SSI Corrective Action Plan discussed above, the Agency has identified a number of information

technology (I T) initiatives aimed at prevention, detection and collection of improper payments. SSA has aformal
process to plan and execute I T projects and the I T budget. The Information Technology Advisory Board (ITAB) is
an executive body offering advice to the Agency’s Chief Information Officer (CIO) on areas of Capital Planning and
Investment Control (CPIC). The I TAB iscomprised of the CIO, Deputy Commissioner for SSA, all Deputy
Commissioners and other executive staff.

As part of the CPIC environment, IT plans outlining Office of Systems T initiatives are reviewed and approved by
the ITAB prior to the beginning of the fiscal year. These IT plans become the blueprint for the developmental and
maintenance activity within the Office of Systems.

On aquarterly basis, the ITAB reviews the progress of each IT plan and the agreed capital investments. Major
investments are assessed at key decision pointsto ensure they are well founded, are achieved within the approved
cost and schedule, and provide expected benefits. They may be redirected or terminated when necessary. These
activities are key to SSA's capital investment and control process.

IT STRATEGY

Starting in FY 2005, the "clusters’ of IT projects were replaced with Strategic Objective (SO) Portfolios. These
SO Portfolios are based on SSA's nine Strategic Objectives as defined in the Agency Strategic Plan. There are also
two additional portfolios not corresponding to an Agency Strategic Objective: one for Infrastructure and one for
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Legidation. The mgority of improper payment IT initiatives fall within two SO portfolios: 1) Improper payments,
and 2) Manage finances.

Provided the Agency developsthe IT initiatives identified to improve preventing, detecting and collecting
improper payments and is given the resources to do so, SSA will be in abetter position to achieve its strategic
objectivesin thisarea. The President’s FY 2008 budget for SSA is $9,597 billion for Limitation on Administrative
Expenses (LAE), an increase of $299 million in discretionary budget authority over SSA’s FY 2007 appropriation.
With the President’ s FY 2008 budget, SSA will continue to improve the disability program through automation and
process improvements; maintain service in the face of growing workloads; increase SSA’s overall productivity; and
improve administration of the nation’s retirement, survivors, and disability programs. The budget supports SSA’s
efforts to improve payment accuracy through a broad range of activities designed to prevent and detect improper
payments. These efforts include investments in continuing disability reviews and SSI non-disability
redeterminations, as well as the use of computer matches to identify and prevent overpayments. Through these
activities, SSA can ensure the ongoing stewardship of our programs.

STATUTORY AND REGULATORY BARRIERS TO REDUCING IMPROPER PAYMENTS

SSA continuously develops legidative proposals to improve administration of the OASI, DI and SSI programs. For
example, on May 29, 2007, SSA sent to Congress for their consideration amendments to the OASI, DI and SSI
programs in support of the President’s FY 2008 budget. One of the proposals would simplify administration of the
DI program by modifying the rules for computing the reduction under the workers' compensation (WC) offset
provision. (Receipt of WC payments often results in areduction in the benefits payable to a disabled worker and the
worker’s entitled family members.)

WC OFFSET SIMPLIFICATION PROPOSAL: Simplifying the DI program reduces improper payments. One of
the proposalsin the President’ s budget would change the amount of the offset to a benefit reduction equal to the
lesser of the worker’s monthly WC benefit or aflat percentage (31 percent) of the Social Security DI benefits
payable to the disabled worker and the worker’ s family. In addition, the offset period would be limited to no longer
than 5 years from the worker’ s first month of entitlement to disability benefits.

The current WC offset provision is acomplex aspect of the Social Security DI program, is difficult to administer,
and is error-prone. The provision requires SSA to 1) base theinitial offset on an amount equal to 80 percent of the
worker’s pre-disability earnings, 2) continually monitor the amount of the ongoing WC payment, 3) apply specia
rules when adding annual Cost-of-Living-Adjustments (COLAS) to the benefit payable, and 4) redetermine every
three years the amount of the pre-disability earnings used in the offset. Due to the complexity of the provision, SSA
devotes substantial staff time to reworking casesin which errors were made. This proposal would simplify the
administration of the WC offset provision, thus allowing SSA to use its administrative resources more effectively.
These resources could be applied to other pressing workloads at SSA—e.g., conducting Continuing Disability
Reviews.

AGENCY EFFORTS TO COLLECT OVERPAYMENTS IN THE OASI, DI AND SSI
PROGRAMS

In FY 2007, SSA collected $2.49 billion in program debt. The Agency’s debt collections are achieved in avariety
of ways that have been developed over the years. Collection techniques include SSA’ sinternal methods such as
benefit withholding and billing and follow-up. In addition, the Agency uses external collection techniques
authorized by the Debt Collection Improvement Act of 1996 (DCIA) for OASDI debts and the Foster Care
Independence Act of 1999 (FCIA) for SSI debts. These debt collection tools include the Treasury Offset

Program (TOP), credit bureau reporting, administrative wage garnishment (AWG) and Federa Salary Offset (FSO).

SSA’s strategy for improving its debt collection program is to focus on the techniques that provide direct collections
from revenue sources or that can be easily integrated into existing systems. In keeping with this strategy, SSA has
worked steadily over the years to build the strong debt collection program it now employs. Although the Agency
has a history of striving for maximum stewardship of the OASI and DI Trust Funds and the General Fund, it
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launched an expansion of debt collection tools in the early 1990s that continues today. Taking advantage of the
legal authorities granted to it in the Omnibus Budget Reconciliation Act of 1990 (for OASDI debts), and the Deficit
Reduction Act of 1984 (for SSI debts), SSA began its expansion with the implementation of tax refund offset (TRO)
in 1992. The Agency enhanced its TRO program twice in the 1990s and then merged it with TOP in 1998. To date,
SSA has collected over $1.3 billion in delinquent debt via TRO/TOP.

In 1998, SSA began reporting delinquent OASI and DI debts to credit bureaus. After receiving the authority to use
credit bureau reporting for SSI debts in 1999, the Agency also began reporting those delinquent debts to the credit
repositories. Since 1998, the negative consequences of credit bureau reporting have contributed to the voluntary
repayment of over $409 million in delinquent overpayments by people who do not want to submit to the reporting or
to other aggressive collection tools such as TOP and AWG.

After receiving the authority to use mandatory Cross Program Recovery (CPR), or the collection of an

SSI overpayment from monthly OASI and DI benefits due the debtor, SSA developed and implemented this
internal collection method. Since 2002, the Agency has collected over $342 million in SSI overpayments from the
Social Security benefits paid each month to the former SSI recipients.

SSA received additional authority for CPR in the Social Security Protection Act of 2004. We are now able to use
mandatory CPR in situations where CPR was not previously permitted. SSA started using this new authority in
January 2005 to collect SSI overpayments from large OASDI underpayments, even when the individua remains
eligible for SSI monthly payments. In August 2007, SSA further expanded its use of CPR to include recovery of
OASDI overpayments from SSI underpayments. Since implementing this expanded CPR process, SSA has
recovered about $4.7 million in OASDI overpayments. The Agency intends to continue expanding the

CPR program to other situationsin the future.

SSA aso implemented AWG, a process in which a Federal agency orders an employer to withhold amounts each
pay day from an employee who owes a debt to the agency, and the employer pays those amounts to the agency. The
first garnishment orders were issued in April 2005 to the employers of OASI, DI and SSI debtors who became
delinquent in 2005. SSA expanded its AWG program to all existing delinquent debtorsin August 2006. To date
SSA has recovered over $13 million in AWG.

In November 2005, the Agency implemented a new initiative called the Non-Entitled Debtors (NED) program, also
authorized by the FCIA. This automated system enables SSA to collect debts owed by people who do not have a
master record with the Agency. Debtors such as representative payees who receive overpayments after the death of
the beneficiary are controlled by this system. Work is continuing on the expansion of this system, which will
eventually include all types of debtors who are not entitled to benefits and will allow SSA to collect NED debts by
means such as TRO, AWG and FSO.

FSO, authorized by the DCIA for OASDI debts and the FCIA for SSI debts, was also implemented in FY 2006.
FSO is the process whereby the salary paying agency withholds amounts each pay day from an employee of the
Federal government who owes a debt to a creditor agency. For SSA, FSO is a debt collection tool used to collect
delinquent SSA overpayments owed by Federal employees, including employees who work for SSA.

In addition to the preceding improvements, SSA implemented other debt collection techniques of major import.
One such improvement is called “Netting,” an automated process implemented in September 2002 to automatically
net SSI overpayments against SSI underpayments. Since implementing automatic netting, SSA has prevented over
$471 million in overpayments computed and underpayments paid through September 2007.

SSA aso helped other Federal agencies with debt collection by collaborating with Treasury’s Financial
Management Service and Internal Revenue Service to develop two collection programs for collecting delinquent
non-tax and tax debt: (1) The Benefit Payment Offset program, authorized by the DCIA, collects delinquent non-tax
debts from Social Security benefits; and (2) the Federal Payment Levy Program, authorized by the Taxpayer Relief
Act of 1997, collects delinquent tax debts from Socia Security benefits.

200 SSA FY 2007 PERFORMANCE AND ACCOUNTABILITY REPORT



FINANCIAL SECTION

Continued improvement in the Agency’ s debt collection program is also underway. The future will see the
completion of several remaining debt collection tools. They include the use of private collection agencies and
administrative fees, interest-charging, or indexing a debt to reflect its current value. For additional information,
please refer to the Debt Management narrative in the Other Reporting Requirements section of the report.
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ACS
AERO
ADA
ADP
AET
AFGE
AICPA
ALJ
APP
ASA
ASP
AWG

CDI
CDR
CDREO
CFO
ClOo
CMS
COLA
COTS
CPI
CPIC
CPI-W
CPR
CPS
CSRS
CY

DCF
DCIA
DDS
DHS
DI
DOL

GLOSSARY OF ACRONYMS

American Customer Satisfaction Index
Automatic Earnings Reappraisal Operation
Agency Decisional Accuracy

Automated Data Processing

Annual Earnings Test

American Federation of Government Employees
American Institute of Certified Public Accountants
Administrative Law Judge

Annual Performance Plan

Average Speed of Answer

Agency Strategic Plan

Administrative Wage Garnishment

Cooperative Disability Investigations

Continuing Disability Review

Continuing Disability Review Enforcement Operation
Chief Financial Officer

Chief Information Officer

Centers for Medicare and Medicaid Services
Cost-of-Living-Adjustment

Commercia Off-The-Shelf

Consumer Price Index

Capital Planning and Investment Control

Consumer Price Index for Urban Wage Earners and Clerical Workers
Cross Program Recovery

Critical Payment System

Civil Service Retirement System

Calendar Year

Disability Control File

Debt Collection Improvement Act
Disability Determination Services
Department of Homeland Security
Disability Insurance

Department of Labor
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DOS
DSl

EaE
eDib
EDR
EEO
eGov
EIC
ESF

F

FASAB
FBWT
FCIA
FECA
FERS
FFMIA
FICA
FICA/SECA
FISMA
FMFIA
FMS
FSO

FY

G
GAAP
GAO
GDP
GPO
GPRA
GS
GSA

H

HHS
HI/SMI

Department of State
Disahility Service Improvement

Enumeration-at-Birth
Enumeration-at-Entry

Electronic Disability

Electronic Death Registration
Earnings Enforcement Operation
E-Government

Executive Internal Control
Earnings Suspense File

Federal Accounting Standards Advisory Board
Fund Balance with Treasury

Foster Care Independence Act

Federal Employees’ Compensation Act

Federal Employees’ Retirement System

Federal Financial Management Improvement Act
Federal Insurance Contributions Act

Federal Insurance Contributions/Self Employment Contributions Act
Federal Information Security Management Act
Federal Managers Financial Integrity Act
Financial Management Systems

Federal Salary Offset

Fiscal Year

Generally Accepted Accounting Principles
Government Accountability Office

Gross Domestic Product

Government Pension Offset

Government Performance and Results Act of 1993
General Schedule

General Services Administration

Department of Health and Human Services
Health I nsurance/Supplemental Medical Insurance
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IDA Independence Day Assessment

IPIA Improper Payments Information Act of 2002
IRS Internal Revenue Service

IRTPA Intelligence Reform and Terrorism Prevention Act
ISBA Internet Social Security Benefits Application
ISM In-Kind Support and Maintenance

IT Information Technology

ITAB Information Technology Advisory Board
ITOA Information Technology Operations Assurance
K

KPI Key Performance Indicator

L

LAE Limitation on Administrative Expenses

LI Limited Issue

M

MCAS Managerial Cost Accountability System
MD&A Management’s Discussion and Analysis

N

NAS National Academy of Sciences

NED Non-Entitled Debtors

O

OASDI Old-Age, Survivors and Disability Insurance
OASI Old-Age and Survivors Insurance

OCSE Office of Child Support Enforcement

ODAR Office of Disability Adjudication and Review
oIG Office of the Inspector General

OMB Office of Management and Budget

o/P Overpayment

P

PACS Performance Assessment and Communication System
PAR Performance and A ccountability Report
PART Program Assessment Rating Tool

PC Processing Center

PDB Public Disability Benefits

PER Pre-Effectuation Review

PIA Primary Insurance Amount
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P Personally Identifiable Information

PMA President’ s Management Agenda

PP&E Property, Plant and Equipment

PPWY Production Per Workyear

PSC Program Service Center

PTF Payments to the Social Security Trust Funds
Pub. L. No. Public Law Number

PwC PricewaterhouseCoopers LLP

Q

QDD Quick Disability Determination

R

RO Regional Office

RRB Railroad Retirement Board

RRI Railroad Retirement Interchange

RSDI Retirement, Survivors and Disability Insurance
RS Retirement and Survivors Insurance

RS Required Supplementary Information

Rz Redetermination

S

SBR Statement of Budgetary Resources

SDW Special Disability Workload

SECA Self Employment Contributions Act

SEI Self Employment Income

SF-133 Budget Execution Reports

SFFAS Statement of Federal Financial Accounting Standards
SGA Substantial Gainful Activity

SO Strategic Objective

SOS| Statement of Social Insurance

SSA Social Security Administration

SSl Supplemental Security Income

SSN Social Security Number

SSNVS Social Security Number Verification Service
SSOARS Social Security Online Accounting and Reporting System
SSPP Standardized Security Profile Project

ST&E Security Testing and Control

SUMS Social Security Unified Measurement System
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T
Title1l Social Security

Title VIII Special Benefits for Certain World War 1l Veterans
Title XVI Supplemental Security Income

TOP Treasury Offset Program

TPPS Third Party Payment System

TRO Tax Refund Offset

TRO/TOP Tax Refund Offset/Treasury Offset Program

TY Tax Year

U

u/P Underpayment

usc United States Code

W

W-2s Wage and Tax Statements

wcC Workers Compensation

WCQT WC Quality Today
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SSA MANAGEMENT AND

BoARD MEMBERS

KEY MANAGEMENT OFFICIALS

Commissioner

Deputy Commissioner

Chief Actuary

General Counsel

Inspector General

Chief Information Officer

Chief of Staff

Chief Strategic Officer (Acting)

Chief Quality Officer

Deputy Commissioner, Communications

Deputy Commissioner, Disability and Income Security Programs (Acting)
Deputy Commissioner, Disability Adjudication and Review
Deputy Commissioner, Budget, Finance and Management
Deputy Commissioner, Human Resources

Deputy Commissioner, Legislative and Congressional Affairs
Deputy Commissioner, Operations

Deputy Commissioner, Policy (Acting)

Deputy Commissioner, Systems

BOARD OF TRUSTEES

Henry M. Paulson, Jr.
Secretary of Treasury and
Managing Trustee of the Trust Funds

Michagl O. Leavitt
Secretary of Health and
Human Services and Trustee

John L. Palmer
Trustee

Andrew G. Biggs
Deputy Commissioner of Social Security
and Secretary, Board of Trustees

Michael J. Astrue
Andrew G. Biggs
Stephen C. Goss

David Black

Patrick P. O’ Carroll, Jr.
Thomas P. Hughes
David V. Foster
James A. Winn

G. Kélly Croft

James Courtney

David A. Rust

Lisade Soto

Mary E. Glenn-Croft
Reginald F. Wells, Ph.D.
Margaret Hostetler
LindaS. McMahon
LindaD. Maxfield
William E. Gray

Elaine L. Chao
Secretary of Labor and
Trustee

Michagl J. Astrue
Commissioner of Social
Security and Trustee

Thomas R. Saving
Trustee

SOCIAL SECURITY ADVISORY BOARD

Sylvester J. Schieber, Chairman
DanaK. Bilyeu

Jeffrey R. Brown

Dorcas R. Hardy

Marsha Rose Katz
Barbara B. Kennelly
Mark J. Warshawsky
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