O flice oft e hspector General

Kennett S. Apk 1
Com missione r of Socia ISe cunty

Acting hspector General

hconsist nt Be ne ficiary EntitIme nt R riods

The attach ed finallre portentithd, “hconsist nt Be ne ficiary EntitIme nt R riods >~
(A-09 -9 7-21003), describes tw o inconsistncies in ©e entithme ntpe nods for
retirrmentand suna\ors “benefits. The obpctive ofour revMew was t assess te
financialim pact rsu lling from t ese inconsist ncies.

You may wish to commenton any furth er action taken or contt mp ke d on our
recom m endations. IFyou ch oose to offer conments, plase promMde tem witin
te next60 days. IFyou wish t discuss te finallreport, plase calime orh a\e
your staffcontact Pam e bk J. Gardiner, Assistant Inspe ctor Ge ne raHor Audit, at
(410)9 65-9 700.

James G. H use, Jr.
Attach ment

CC:

O IGES

Reading H 1

SubpctHI

SSALO GOA/JTRUDELLN /6-1-98 9 7-21003-FNL
ReportH1



O flice oft e hspector General

Kennett S. Apk 1
Com missione r of Socia ISe cunty

Acting hspector General

hconsist nt Be ne ficiary Entitime nt R riods

This finalre portdescribes tw o inconsistncies in e entithme ntpe nods for
retirrmentand suna\ors “benefits. The purpose oftis revew was to assess te
financiallim pactresu lling from t ese inconsistncies. The O flice ofInspector
GeneralDepartmentofi ealk and # uman Se njces, dischbsed tese
inconsistncies in w o reports, “ArstMont ofE Kibi ly”?(0EF12-89 -01260),
issued Marcr 199 1 and “Socia ISe curity Adm inistraton 3 hconsiseEntEntitiment
P riod for Persons Bom in e Same Mont ”?(A-09 -89 -00073), issued June 19 89.
A b ough some beneficiaries haxe teirbenefits de hyed, form ostindivduall these
inconsist ncies acce Brat te rceiptofte 1°*mont ofbenefits. Thus,

e Ininating t e inconsistncies w oull resu kin significantsauMngs t t e program.

One inconsistncy resulls from past Bgis htion w hich produced diflerences in tie
1**montt ofentithme ntforvarious catgories ofretires. Forexampll, workers
are required t be age 62 forafullmont t be entithd t© reduced bene fits.
Howexer, asunauvng spouse is entithd to reduced benefits in tte mont in which
he orshe attains age 60. Likewise, fu Mbenefits forw orkers, spouses, and
sunawung spouses are firtanaibkbl intte mont inwhich te indivdua Battains
age 65. Thus, indivduall entithd © benefits in te montt ofage attainmentwhen
compared t t ose who are note lgibl untilt e mont afert eir 62™ birth days
receinve anextramontt ofbenefits. These extra benefits willcostt e Social
Security Adm inistration (SSA)an estimatd .34 bilbn o\er a 5-year period.

A second inconsistncy resuls from te hck ofa definition ofage attainmentin

t e SociallSecunty Act(tte Act) Wit outan expkitde finition, SSA is required t
use te conmon hw definitton ofage attainment This definition, which h ols

t atan indivdua lattains a ginen age on te day before his orherbirth day, resuls
in dife ententitBme ntperiods forindivduall bom in te same mont . For
exampll, a person bom on June 1 attains age 65 on te hstday ofMay, and is
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entitlid ©© fule irmentbene it forMay. H ow e\er, an indidua lbom on any
ot erday in June is notentithd t benefits untBJune. Thus, a person bom on te
1**day ofany mont is entithd  an additionallm ont ofbenefits. Conerse ¥, in
situations where benefits are dependenton a chill being under a specific age,
benefitt end 1 mont earf foraciillbomon te 1°*day ofamont . O\erall
tese diferententitimentperiods willcostSSA anestimatd 30 milbn o\er
te nexth5 years.

We recommend @ at SSA submita Bgis htine proposalto e Ininat tese
inconsistncies. Specifical}y te proposalkh oull provde t atentithimentto
age-based benefits begin te mont folbwing te mont ofage attainmentand
t atage attainm e ntoccur on an indivdua B birth day ratt er tt an t e day be fore.
SSA did notagree witt our recommendations.

BACKGROUND

Prior to 19 81, alapp kants for age-based Socia ISe curity retirmentbenefis were
e hibl © begin receiving benefits eflectine with te montt ey attained tie
required age. Sunsving spouses coulll e Bctreduced benefits beginningw it te
mont tey attained age 60. hdivduall, incliding retired workers and teir
spouses, e Bcting reduced retirrmentbenefits coull receine tem fortie mont
tey attained age 62. hdinviduall e Icting fu Bre tirrmentbene fits coull receine
tem beginningwit te mont tey attained age 65.

The Om nibus Budge tReconcillation Actof1981 (Pubk Law 9 7-35)amended the
Actso t atan indivvdua Bapp bing for reduced retirrme ntbene fits coull not e ceine
tiem untilte 1°*mont t rough outw hich such individualw as age 62. The

I gis khtion did notaflectt ose e Bcting fu BMre tirr me ntbe ne fits atage 65 nor th ose
app ¥ing for rrduced sunAi\or bene fits atage 60.

The Actalbws appkants o receine reduced benefits before attaining nom all
rrtirmentage. The mont F benefits are reduced by a fixed percentage foreach
mont priorto te nomalrtrementage. The folbwing abll Bt te reduction
factors cunentlh appkabl weark rtrrmentfort e mapr cattgores of

be ne ficiaries.

Type of Bene ficiary Re duction Factor
The benefitis rrduced 54 ofl percentforeach mont befor
Worers nom allre irrme ntage
Spouses ofrtired The benefitis rduced 25/36 of 1 percentforeach mont
W OKers be fore nom allre tirr me ntage
The benefitis rrduced 19 A0 of 1 percentforeach m ont
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| Suniving spouses

| before nom allre irme ntage

The Congress has encouraged indivdduall © de by retirrmentby increasing t e
rrtirrmentage, tereby increasing t e reduction percentage for age 62
rrtirrment, and ofering bene fitincreases forde hying rtirrment I 1983,
Congress anended tie Actto raise tte nomallrtirrmentage from 65 to 67. The
change willoe impEmentd in stps beginning witt workers who attain age 62 in
te year 2000. h addition, since 1972, tte Acthas pronmded an incentine for

de hying rrtirrment This prousion increased retirrmentbene fits for indivduall by
one-twe b ofl percentforeach mont t atretrementwas de hyed. The
Congress amended tis promsion in 19 77 and again in 19 83, each time increasing
te incentine. Forindivdual attaining age 62 in 1997 or1998, rtirrment
benefits wilbe increased by one-h alFofl percentforeach mont tatrtrement
is de hyed between nom allieirrmentage and age 70. The rat increases (in
increments onerthe nextsexeralyears) o an annuallrat of8 percentfor
indiMdua l attaining age 62 in 2005 and htr. The folbwing abll shows te
currentage-based requirements for beginning bene fits under O B-Age, Suna\ors,
and Disabi My hsurance (OASD D.

Type of
Be ne ficiary

Entitimentto FUN
Bene fits Begin

EntitIm entt Reduced
Bene fits Begin

Retirrd worker

The 1°*day oftie mont inwhich tie
w or er atfains age 65

The 1°*day oftte mont t rough out
which e woreris age 62

Spouse of rtired
worer

The 1°*day oftie mont inwhich tie
spouse atfains age 65

The 1°*day oftte mont t rough out
which e spouse is age 62

Sun4ung spouse

The 1°*day oftie mont inwhich tie
sunAung spouse attains age 65

The 1°*day oftie mont inwhich
t e sunining spouse attains age 60

Disab 1d sun4aung
spouse

The 1°*day oftie mont inwhich tie
sunAung spouse attains age 65

The 1°*day oftie mont inwhich
t e sunining spouse attains age 50

The nexttabll shows te situations in which age is a factorin ending OASD I

bene fits.

Type of Bene ficiary

LastMontt ofEntitIment

Chill ofaretired, disablld, ordeceased worker

The montt before e chill attains age 18

Studentwhois tie chill ofaretird, disablld, or
deceased worker

The 1°*day oftie tird mont folbwing
attainmentofage 19

Mot erorfatierunder age 62 wh o is caring for a
chill ofaretird, disablld, ordeceased worer

The mont before the youngestchill
attains age 16

Abough allofte abo\e rrquirements are based on age, tt e Actdoes notde fine
age attainment Lacking a Bgis hted de finition, SSA mustuse a common hw
de finition w hich dates back t 17® century Eng hnd. Contrary  t e popu bkr and
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general} accepttd meaning oftte trm, common kw defines age attainmentas
occurring on te day before tie birtt dat conesponding O t atage.

SCOFE AND METH ODOLOGY

Ourobpctine was to determine t e financiallk flects on SSA 3 trustfund from

rede fining entitIme ntpe nods and age atlainment To detmine te crikna
commonl used inestabkhing e 1°*mont ofe Kyibi My and de fining age
attlainment, we suneyed pension p kns for 12 organizations, inc lding pub k
utilties, uninersities, State gone mment, and corporatons. We allo discussed
entitime ntcrikna and age attainmentw it official oft e Railload Retirrment
Board. We revewed te Actand obtained a Bgalopinion from te O flice oft e
Counse Ho t e hspector Generallon t e definition ofage attainmentand SSA 3

use oft atdefinition. We intnsewed SSA officiall in Balim ore, Mary hnd, and
obtained costestimates from SSA T Office oft e ChiefFActuary. We did not\enfy
t e accuracy oftese estmats. We allo used data pubkhedin te 1996 Annual
StatisticalSuppImentto t e SociallSecurity Bultn t comput te numbers of
be ne ficiaries aflected by t e inconsistncies.

This enallation w as conductd in accordance wit te Qualy Standards for
hspections issued by tte President?3 Councillon htgrty and Efficie ncy.

RESULTS O FREVVEW

We nottd t atcunent hw has creatd tw o inconsistncies in SSA 3 rrtirrment
and sunavors programs which w iBlcostSSA about<l.47 bilbn o\er a 5-year
period. One inconsistncy is t att e crikria fordetmining te 1°*mont of
entitimentt benefits \aries depending upon t e catgory ofbeneficiaries. The
oth erinconsistncy is t atpersons bomon te 1°*day ofamont haw difRrent
entitImentpenods t an persons bom on ot erdays oftte same mont . This
inconsist ncy prouMdes aw indfalito some aged be ne ficiares (i.e., t ose bom on
tie 1'*day ofamont whocan rtir 1 mont before otters bominte same
mont ) and a penally to some widows and chiBlren (i.e., ©t ose whose benefits
endamont earkrthan otiers because achill was bom on tte 1°*day ofa
mont ) The windfalrepresents acostto SSAwhill te penally rrpresents a
samMngs  SSA. We recommend t atSSA propose Bgis htion t address tese
Inconsis & ncies.

ArstMontt OFEnttEment

One ofte resuls ofte 1981 amendment t© tte Actis inconsisentteatmentof
indinddua l app bing for age-based benefits. The 1°*mont ofentithmentfor
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reduced retirrmentbene fits is defined diferenth firom t atforfu Bretirment
benefits. Aworkeris entithd  reduced benefits forthe 1°*mont t rough out
which he orshe is age 62. Howe\er, fullrrtirrmentbene fits forw orkers, spouses
ofrtired ordisablld worers, and sunaung spouses are firstanaibkbll forth e
entir mont inwhich te indivdualattains age 65. Likewise, a sunauvng spouse
is e Qib 0 for reduced benefis fortte entirr mont INnwhich he orshe attains

age 60. Thus SSA is promvding retirrmentbene it t tese indivvduall forth e
mont priorto teirbirtt day. The extramont ofbenefits wiBcostSSA an
estimatd .34 bilbn o\er a 5-year period. Appendix A shows te estimatd
costs by year and by cat gory ofbe ne ficiary.

None oftie 12 organizations t atwe suneyed promMded benefits fort e fu lim ont
inwhich an indiMvdua lattained retirrmentage. Onk tw o organizations proude d
any benefits forttatmont and tey proratd te benefit from te dat ofbirt .
The remaining 10 defined e 1°*mont ofe Kyibilty as te mont folbwing tie
mont ofattainmentofrtirrmentage.

The Actsh oull prouvde a consistntde finition ofe Kibi My for age -based
retirrmentand suna\ors bene fits and furth e r Congress “po ky to e ncourage

de hyed retirrment Therefore, we recommend & atSSA submita Bgis hti\e
proposalo define e 1°*'mont ofentithme ntfor allage-based benefits as te
mont aftert e indivduaB birth day.

Our prior report, “ArstMont ofE Kibi My,””’contained tie same recom mendation.
SSA did notconcur because impEmenting t e recommendation woull increase te
age atwhich workers and aged sunaung spouses qualfy for fu llbenefis.
addition, itwou Bl resukin a furtt er reduction in bene fits forw orkers and sunAaung
spouses who fill forbenefits before tey attain t e fulretirrmentage.

I pImenting our recom mendation woull de Ry te 1°*mont ofentithmentfor
m ostcat gores ofbene ficiaries inc bding retirrd workers, spouses ofrtired
worers, and sunaung spouses. Forexam pll, consider an indidua lbom on
June 15, 1930. Under cunentrulls, t© atindivduallcoull hane receined full
rrtirrmentbenefits in June 1995. Hourrcommended change had been in p hce
in 1995, ¢t atsame indivMdualw ou Bl noth ave beenentitld o fu Bretirrment
benefits unttBJul, a 1-mont de hy.

De Bying e '*'mont ofentitimentto fu lre tire me ntbe ne fits does not
necessarif mean de Bying te 1°*montt ofbenefits. This is because a significant
num berofpersons e Ictto de Ry rrtirrmentand notreceine benefits in te mont
tey attain t e requisie age. The indivdualin tte exampll above wou ll noth ave
noticed any diflerence ifhe orshe began receinang benefits in Jul 1995 or Rher.
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Undereiterrull, tte indidduallwoull h ane beenentithd t fullbenefits in Juk or
any subsequentmont . Based on data from t e AnnualStatisticalSuppImentto
t e SociallSecurity Bulltin, as fw as 159,500 butno more t an

49 8,300 be ne ficiaries wou Bl h ane been affected iftie change h ad been
impEmentd for1995. Therefore, as fw as 4.1 percentbutnotmor tan

12.8 percentoft e 3.88 millbn OASD law ards made woull h axe been afectd in
1995.% See Appendix B fordetaill oft is anaksis.

Our proposallw oull h axne a minim allimpacton te benefitrats forindiMduall who
e lctto receine benefis before fullrtirmentage. hdivduallwhoe Ictto
receine reduced benefis woullhaxe te mont § benefit rduced by an additionall
1-mont factor. Using axerage mont § benefitam ounts pub khed in t e Annual
StatisticalSuppImentto t e SociallSecurity Bulltn, we estimat t atour
proposallw oull h axe reduced the average benefitby on ¥ Bt permont in 1995.2

Definiion ofAge Attainment

For our prior reportentitld “Socia iSe curity ¥ hconsist ntEntitime nt R riods for
Persons Bom in te Same Mont ,”"we suneyed se\xen privat insurance carers,
eigh t bcallgonemments, te Stake ofCaMomia, and t e FederallCiv ISe nsce
RetirrmentSystm. These entites allused t e popu kr de finition © atan indivdualll
attains a ginen age on t e birtt day conesponding to t atage. Wit te exception
oft e Raiload Retirrment Board, t e 12 organizations we suneyed forthe curent
rexvew allo used t e popu br de finition.

Howe\er, hcking an exp kitde finition ofage attainmentin tte Act, SSA mustuse
te common hw definiton. Using tis definition ratiertt an t e popu hr de finition
for age attainmentw i BcostSSA aboutHhl30 milon onerthe next5 years, due
inconsiste ntentitIme ntperiods for indiMduall bom in tte same mont . (See
Appendix C). Forexampll, an appkantfor retirrmentis entithd o bene it for
te entir montt dunngwhich he orshe attains age 65. Since an app kantbom
on te 1°*day ofamont attains age 65 on e hstday oftte mont priorto his
orherbirth day, benefits are payabll for tt atentire piormont. H owe\er, an
app kantbom on any ot erday oft e same mont attains age 65 during t at
mont and, t erefore, does notrceine benefits fort e priormont . Likewise, an
individualw i o w as bom on the 1°*or 2™ day ofamontt and who app ks for a

I The pereentages were cakubted by diniding te num bers ofbe ne ficiaries afected (159,500 and
49 8,300)by te totalaw ards (3.88 milbn)

2 The average mont ¥ benefitfor mtird worers in 1995 was §920. The mont ¥ reduction
factor for rtirrd workers is 54 ofl percent Therefor, incrasing t e rrduction factor by one
rrsubs in decreasing e average benefitby Bl (420 times 54 of1 percent).
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reduced retirrmentbenefitatage 62 receines 1 more mont ofbenefit ¢t an an
indidua lbom on a htrday oftte same mont .

A simihr inconsistncy exists forindivduall wh o de by retirrmentbeyond t e
mont ofteir 65* birth day. Those whowere bomon te 1°*day ofamont can
retire in te mont before teir 65" birth day. H owe\er, iftey do notrtir at
tattime, te mont ofteir 65° birth day is considered t be amont in which
retirrmentis de hyed, and benefitpayments wilbe increased according§. But
indiMduall bomon otterdays intte same mont willnoth ave t atmont teatd
as one inwhich retirrmentis de hyed, and bene fits w i BInotbe increased. Thus,
tose bomonte 1I*"*willrceine a hrgerde hyed rtirmentcreditt an t ose bom
on ot erdays.

These inconsistncies promMde aw indfallto a sm alinum ber ofapp kkants or OASD |
benefits. SSA aw arded OASD Ibene fits to about3.88 milbn individuall in 199 5.
Using tt e popu kr de finition ofage attainmentinstad oft e common hw

de finiton w ou B h axe de Byed or reduced approxim at ¥ 68,000 aw ards, or about
2 percentofte otal (See Appendix D).

h contrast, t e common Bw definition ofage attainmentpenalkes minor ciliren
bomon te 1°*day ofamont when age is tie criteria for t minating bene fits. A
chill ofaretired, disablld, ordeceased workeris entithd t benefis under OASD 1
t rough e mont before he orshe attains age 18. A chill bomon te 1°*day of
amont attains age 18 inte mont before his orherbirtht day. Therefore, the
chillis notentithd © benefit fort atmont. A chill bom on any ot erday of
te mont,howe\er, does notattain age 18 untilte mont ofhis orher

18" birth day and is entithd t benefits forte priormont . Forexampll, achill
bom on June 2 attains age 18 on June 1 and is entithd ©© bene fits forMay. On
te otterhand, achill bomon June 1 attains age 18 on May 31 and is on ¥
entithd  benefits t rough April Thus, achill bomon te 1°*day ofamont will
hawe benefis stopped 1 mont earkrtanoter chillren bom on any ot erday
during t e same mont .

Simikr¥, spouses under age 62 and widows under age 60 whose entithme nts are
based onhawuvng chilBirenin teir care are penalked undertte common hw

de finition. These indivduall are entithd ©© receine benefits untite mont te
youngestchill attains age 16. A chillbomon te 1°*day ofamont raches age
16 inte mont before his orher 16" birth day, whill achill bom on any oter
day oftie same month reaches age 16 in te montt ofhis orher16"® birth day.

As aresull, spouses and widows whose youngestchill was bomon te 1°*day of
amont haw teirbenefits stopped amont before otiers whose youngestchill
was bomon any ot erday ofte same mont .
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h 1995, using te conmon hw definition ofage attainmentcaused payment t©
stop 1 mont eark for approximat ¥ 8,000 chiBren whose benefis ended when
tey attained age 18 (or age 19 ifastudent). h additon, about1,000 spouses
and 1,000 widows whose benefis were continge ntupon caring for achill under
age 16 receined 1 Bss montt ofbenefits. These cakulktions are discussed in
Appendix D.

These inconsistncies are unfair, proMding w indfall to some retirres and penallies
1 ot er beneficiares, especiall chilBlren and sunauvng parents witt ¢ i Bren-in-
care. Therefore, we recommend t atSSA submita Bgis htine proposalo de fine
age attainmentas occurring on an indidua B birth day.

This recommendation was made in e prior report, “SocialSe curity

Adm inistration 3 lhconsisentEntitime nt R rod for Persons Bom in e Sam e
Mont .”” SSA did notconcurw it & atrcommendation. kcitd as reasons te
im pactofimpImenting e recommendation on its systms and programs. hh
addition, SSA argued t att e saungs wou ll be neglgibll onertte bng tm.

We asked SSA to provde us with an im pactassessmentofstafiing resources and
time frames @ atwou ll be required o impEmenta ch ange © t e popu kr de finition
ofage attainment SSA responded ttatte assessmentwoull constitut amapr
eflorttt atcou Bl notbe undertaken att attime. Specifical}, te impact“?. .

re ks to bgic t atexists in alofSSA 3 progranm atic systms, embedded in
some fourmillbn hes ofcode.”” SSA estimatd t att e de t m ination ofh ow
much oftiis code woull need to be changed and t e com plIxity oftie ch anges
woull ke at last2monts to complit.

Ak ough te required ch anges appear t© be com plx, SSA h as significantsystms
program ch anges underw ay which prouMde a potntialw indow ofopportunity to
imp Ementour recom mendation. Specifical}, SSA is redesigning its autom atd
processing ofFOASD I transactions underits tith llredesign progran. Ik addition,
re program ming is in process t address te prob@ms raised by te approach ofte
year 2000, and to accomm odat te increase in nom allrrtirrme ntage from 65 t
67. hcorporating im pIme ntation ofour recommendation witt ttese propct

sh ou Ml pronde some economies ofscal.

Conceming tte bng-tm sawungs to be rraked from ch anging to t e popu br

de finiton ofage attlainment, e sauvngs coull appear neggibl when com pared
o certain benchmarks. SSA compared e savngs t tte Office ofte Chief
Actuary 3 t resholl measure ofsignificant bng-tm sawungs, .005 percentof
axerage annualtaxabl payrol Since axerage annuallpayrolHor 1995 was abhost
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93 tibbn, savngs ofup to A50 milbn coull be considered neglgib . H owe\er,
we considert e definition ofage attainmenta significantissue, noton ¥ because
te potentia B30 milbn sauvngs w oull increase oxertime, buthbe cause it

invo Les equity and faimess.

OTH ER MATTERS

hitt conment to te prior reporton age attainment, SSA expressed concem t at
be cause ofits cbse coordinaton w it otierentithme ntprograms h auvng age
attainmentrquirrment, such as Medicare and t ¢ Raiload Retirrmentsystm,

im p Ime nting our re com m endation w ou B cause adm inistratine com p kations. SSA
rritratd its concem aboutt e eflecton Medicare inits conments 1 te report,
“‘ArstMont ofE Libilty.””

h te priorrexew ofthe definiton ofage attainment, we examined Medicare
costs re hted  tte recommendation contained t erein and, based on 19 86 data,
found t ata similr age 65 w indfalor Medicare be ne ficiaries bom on t e 1°*day
ofamontt woull costabout$t.6 milbbn a year. Th atanalksis and our anakses
ofte costs o te OASD Iprogram indicat t atadditonallcosts re htd o th e
I**montt ofentitimentand te definition ofage attainmentallo existfortiese
programs. Therefore, itwoull be consistntand bgicakt att e recommended
changes allo be impEImentd forthese entitIme ntprograms.

CONCLUSDNS AND RECOMMENDATIO NS

Provsions in current Bw cause inconsistncies in initallenttimentperods. The
totallcostoftiese inconsistncies is expecttd to be aboutHl.47 billbn o\erthe
next5 years. SSA shoull submita RBgis htinve proposalto ch ange e 1°*mont of
entitimentand t e definition ofage attlainmentforOASDI® e Ininat t ose
costs. We hawe detemined @ atsimilhr costs existfor ot e r Fede rallprogram s

with age-based entithments. Thus, in submitting & is proposall SSA shoull allo
ask @ atCongress consider app king consist ntde finitions fore Kgibi KBy and age
atlainmentt t ose prograns as we l We are recommending t© at SSA propose
Igis ktion 0 define te mont afert e individua B birtt day as te 1°*mont of
entitime ntand age attainmentas occurring on a person 3 birth day.

AGENCY COMMENTS
hitt wrnten comment t© ourdraftreport, SSA presentd its rationall for not

im p Ime nting our re com m e ndations. SSA be B\es t atch anging te 1°*mont of
entitimentwoull increase retirrmentage by 1 mont for alindindual receivng
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age-based benefits exceptw orkers and spouses becoming entithd in tte earkst
mont ofe ibilMy. This woull rrsukin bwerbenefits forpeopll who retire or
are widowed in te future. Furtter, in te 1981 Hgis ktion, Congress int ntiona i
hhitd te changes inte 1I°*mont ofentithmentto worers and teir
dependents retiring atage 62. Wit tte 1983 amendments, Congress encouraged
de Rhying rrtirrmentbutitdid notchange tte 1981 rull fordetmining te
1I'*monti ofe Kyibily. SSA conclided tattie presentsystm rflct what
Congress intnded.

Conceming t e de finition ofage attainment, SSA expressed its conce m aboutt e
costs to change its mapr processing prograns and systems. A ough we be B\e
t att e year 2000 initiatine promMdes an opportunity to incorporat te necessary
changes, tie magnitude oft e year 2000 con\ersions cou Bl h axe a ne gati\e

im pacton ot er p hnned systms enhancements. SSA added t att e ch ange

w ou B significantk im pactits processing systms, necessitat amapr comm itnent
ofautom ated data processing resources, poentalf increase te numberof

m anua Bactions, and gi\e rise to adm inistrative com p kkations in its coordination
wit otter agencies t atuse tte common hw definition ofage attainment

SSA conclided t att e age attainmentrulls are © e productofspecific
congressionallaction. Ak ough te rulls vary, SSA be B\es ttey dosoina
reasonab  and appropriat manner. I additon, te rulls haxe bng been a
fature oft e SocialSecurnty program and are acceptd by te pubk andwe R
understood by SSA em pbyees. SSA does notbe B\e t atch anging tem t
ach iexe uniform ity and consistncy is w arranted, especial} gixen t e potntal
impactt e changes coull haxe on its abilty to assure t atits com putersystms
are year 2000 com p lnt

The fuBEXtofSSA 3 comment are inclided as Appendix E. b addition, SSA
m ade se\eraltech nicallcomments t ath axe been inclided in t e reportand,
terefore, de Ited from tte Agency 3 comments.

O IG RESPONSE

As notdin te report, tie size oft e reduction in bene fits due to ch anging t e

de finition ofte 1°*mont ofentithmentw oul be minimall Bss t an Bl per
mont forretired workers. Forsunawung spouses, itwou ll be exen BIss due o te
smalrmont ¥ rreduction factor appkabll © teirbene fits.

Since Congress did notchange tie rull fordetmining te 1°*mont ofe Libi My
whenitincreased retirrmentage t rough tte 1983 amendments, we may assume
tatte ull rflct whatCongress intnded. # owexer, Congress ~inte ntions
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15 years ago sh ou ll notpre\entSSA from asking Congress 1 rectify
inconsis&ncies in its programs.

SSA presentd a num ber ofdifficu blies itw ou Bl encountrin ch anging t e

de finition ofage attainment Due ©© te complxity ofFSSA 3 prograns and
systms, simihr difficulies coull be expectd for any ch anges to its programs,
incBiding raising e retirrmentage t 67 and te year 2000 initati\e .

Noneti e Iss, as pointtd outin te report, some indivduall are unfairk enriched at
rrtirrmentdue to an arc aic de finition ofage attainmentwhill some chilBren and
sunawung spouses sufereark t mination ofbenefits. SSA sh ou B notawoid
change simp ¥ because oft e difficullies @ atm igh tbe encountred, especial}
when change e Ininats such inconsistncies and inequites.

SSA commented @ atim pImenting our re com m e ndation migh tim pactits abilty ©
assure t atits computrsystms are year 2000 com patibB. H owe\er,

imp Eme ntation ofti e recom mendations coull be de hyed unt ISSA has compltd
tis systms enhancement hte meanwhill, SSA shoull expbre possibi Mes for
incorporating t e de finition ofage attainmentinto ot er phnned sysms progct,
such as accom m odating t e increase in norm alletirrmentage t© 67.

SSA allo expressed conce m aboutcoordinating w it other agencies which use tie
common hw definiton ofage attainment We addressed tis issue in our re port,
and rrcommended t at SSA ask Congress to app § consist ntde finitions for

e hibiMty and age attainmentt t ose prograns as we W

Whet erornotinconsistncies and inequities h axe been acceptd by te pubk
and are we Bunderstood by SSA em pbyees, albwing tem t© continue is doing a
dissenyce  tte American pubk. As notd in tis report allexceptl (the
RaiBload Retirrme nt Board) of30 pub k and privat retirrmentsystms suneyed in
ourreMew s defined age attainmentas occurring on a person 3 birtht day. HSSA is
t provde worl c hss sendce, itshoull do exeryting inits powerto ensure t at
Is program s are consistntand equitabll.

James G. H use, Jr.
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APFPEND IX A

Estim attd Reduction in O B-Age, Surns\wors, and
Disabi My hsurance Bene fit Payments
from Changing 1°**Montt ofEntitiment

Reduction in Payments

(h Milbns)
Callndar Retired Sun/awvng
Year Worers Spouses Spouses Total
1998 $ 40 $10 $30 $ 80
1999 90 20 50 160
2000 160 30 60 250
2001 240 50 80 370
2002 320 70 90 480
Total $ 850 $H80 3810 $H.340
NoOts:

1. These data are from an anaksis prepared by te Office oftie Chie FActary.
The datawere based on a proposalto use a “t rough outt e mont *>de finition
ofrtrrmentage forretirrd workers and spouses attaining age 62 in Callndar
Year (CY) 1998 or httr and for sunaung spouses attaining age 60 (or 50, if
disabBd)in CY 1998 or htr. This definition of rtirrmentage is & atan
individua lis entitld to benefits fortie 1°*mont t rough outwhich te
indimMdua bh as attained t e requisite age.

2. The reduction in bene it for dependents (i.e., spouses and chiBlren afectd
because ofade hyin te worker3 datt ofrtirrment butnotdue to teirown
age)woull be Iss tan 5 milbn peryear and, tere fore, is notinc lided in
te otal. Howe\er, init anaksis, te Office ofte ChiefActuary staked t at
t e reductions woulll totalapproximat §F O millbn o\erth e 5-year period.
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Estim att of Num berofAw ards t atWou Bl H a\e Been
De hyed by Rede fining °*Mont ofEntitIment

(199 5)

Cate gory of Be ne ficiary

Retirrd Workers Age-65 (Not 1)

Spouses Age-65 (Not 1)

Spouses oFAge-65 Retird Worers (Not 2)
ChiBren ofAge-65 Retird Workers (Nok 2)
Retird Workers Age 62-64 (Not 3)

Spouses oFAge 62-64 Retirrd Workers (Not 4)
Chillen ofAge 62-64 Retirrd Workers (Not 4)
Non-disab Bd Sunsvng Spouses Age 65 (Not 1)
Non-disab Bd Sunswvng Spouses Age 60 (Not 1)
Disab Bd Sunaung Spouses Age 50 (Not 5)

Total

Num ber
232,200
27,600
36,000
13,900
55,400
8,700
3,400
32,900

78,700

9,500

49 8,300

h our prior report, “ArstMont ofE gibilty,”"we notd t atas fw as 32 percent
ofage-65 retirces receine benefits in e °*mont ofentithment Thus, onk

32 percentoft e 232,200 age-65 retired workers woulll have had teir bene fits
de hyed by 1 mont . It is percentage is consistntt rough outt e \arious

cat gories ofbeneficiaries, te numbert atwoull h axe been afected in 1995

coull h ane beenas bw as 159 ,500.

NoOts:

1. Dataforretirrd worers and spouses age 65, and nondisab ld sun4ung
spouses ages 65 and 60 were extractd directh from te “AnnualiStatistical

SuppImentt te SociallSecunty Bulltin, 199 6”*(Supp Ime nt).
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. The 232,200 aw ards to age-65 retirrd workers representabout14.5 percentof
te 1,599,000 otalaw ards to retirrd workers. We appkd tis percentage
te oalnumberofaw ards to spouses and chillren ofretirrd workers promvded
by te SuppImentto ami\e att e figures sh ow n.

. The Office ofte ChiefActuary estimatd t atifour recom mendation were
impEmentd, 5 percentofworkers retiring before e nom allre irrme ntage
woull waitan additonalmont t retire so tatteirbenefis woull be te
same as undercurrent bw. The 55,400 equall 5 percentoft e aw ards
retirrd workers age 62-64 reported in te Suppiment

. The 55,400 aw ards o retirrd workers age 62-64 representabout3.5 percent
ofte 1,599,000 totallaw ards to retirrd workers. We app Ed tis percentage
t te otallnumberofaw ards t spouses and chillren ofrtired w orkers
provded by e SuppEmentto amrive att e figures sh ow n.

. The SuppImentprouvded data on aw ards to disab ld suniuvng spouses fort e
group ages 50 o 54 as a otall tdid notprouvde data by year. Fort is
analsis, we considered tt e totallage group t be age 50.
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Estim attd Ch ange in Benefit Paym ents

from Redefining Age Attainm ent
(19 9 8-2002)

Reduction/{Ihcrease)
Cate gory of Be ne ficiary (h Milbns)

Retirrd worker (p s dependents), and spouse $130

Aged widow Avidow er and disab Bd w idow Avidow er 5

Chil, young spouse wit cfiB-in-care and widowed 5)

pare nt

Total $130

NoOtEs:

1. These data are from an analksis prepared by t e SociallSe cunty
Adm inistration 3 Office oft e ChieFActuary.

2. The change was assumed eflectine for retirrd workers and spouses attaining
age 62 in 199 8 or ke rzfor suniung spouses attaining age 60 (or 50)in 199 8
or herzand for a iBren, young spouses, and w idow ed parent firstbe coming
entithd o benefits in 1998 or her. The estimats are based on te
A Ematine llassum ptions ofte 1997 Trustes Report
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Estim attd Num berofAw ards De hyed by
Ch anging © t e Popu krDefinition ofAge Atlainment

(1995)
Num be r of Be ne ficiarie s
Type ofAction Afected

De Ry in Starting Retirrment Bene fits (Note 1) 51,000
AdpstmentofDe Byed RetirrmentCredit

(Not 2) 4,000
AdpstmentofReduced Retirrme nt Be ne fits

(Not 3) 13,000
Total(Benefit Woull Be De hyed orth e 68,000

AmountW ou ll Be Reduced)

We obtained t e totallnumber ofO B-Age, Surors, and Disabi By hsurance
(OASD Dbenefits aw arded from t e “SocialSe curity BuBlltin, Annua IStatis ticall
SuppIment, 1996.””We assumed t att e birtt days oft e new ¥ entitld

be ne ficiaries were distributtd exenk¥ t rough outt e year. Foreach catgory of
be ne ficiary, individual bom on any of12 days t rough outtie year (i.e., e 1°*
day ofeach montt formost, ortie 2" oftte montt foroters)wer afectd.
Consequenth, o estimat te number ofbeneficianes aflected, we divded the
totaInum ber ofbenefits aw arded by 365 and mulipkd te resukby 12.

NoOts:

1. hclides rrtirrd workers ages 62 and 65, disabi ly con\ersions age 65,
spouses ages 62 and 65, sunaung spouses ages 60 and 65, disab Id sunaung
spouses age 50, and a proportionat numberofchiBren based on t e ratio of
afecttd rtrd workers to otallretirrd worers.

2. hchldes retirrd workers, spouses, and sunAung spouses ages 66 to 69 .

3. hclides rrtirrd workers and spouses ages 63 and 64, and sun4aung spouses
ages 61 to 64. (We inclided retirrd workers and spouses age 62, and
sunAwvng spouses age 60 with ttose whowoull hane teirbenefits de hyed
Imont. See Not 1.)
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Estim attd Num berofBene fits Stopped Earf Due t©
Using t e Common Law Definition ofAge Atiainment

(1995)
Num be r of Be ne ficiarie s
Type ofAction AfEctd
Stopping OASDIBenefits for Chilliren (Not 4) 8,000

Stopping OASD IBene fits for Spouses under
Age 62 with a Chil-in-Care 1,000

Stopping OASD IBe ne fits for Sunawvng
Spouses under Age 60 witt a ChiB-in-Care 1,000

We obtained t e totalnumber ofFOASDIbenefit € minatd from te “Social
Security Bulltin, AnnualStatisticalSuppIment, 1996.””We assumed t att e
birtt days oft e £ minatd beneficiaries were distributd exenl t rough outt e
year. Foreach category ofbeneficiary, indiMduall bom on any of12 days

t rough outtie year (i.e., e 1°*day ofeach mont )were afEctd.
Consequenth, o estimat te number ofbeneficianes aflected, we divided the
ot Ihumberofbenefit €minatd by 365 and mulipkd te resulkby 12.

Notes (Continued

4. hchlides chiBlrern whose benefis were stopped because t ey attained age 18
and students whose benefits were stopped because tey reached age 19.
Does notinclide ttose chilllrknwho reached age 18 butwere aw arded student
bene fits.
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