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Kenneth S. Apfel
Com missione r of Socia ISe cunty

Inspector General

Supplemental Security Income Underpayments Due Deceased Recipients

This reportpresents e resuls ofourrexvew ofSupp ImentallSe curity lhcome
(SSDunderpayments due deceased recipients. The obpctine oftiis rexMew was
dettmine whetierthe SociallSecunty Adm inistration (SSA)mustrtain on its

re cords inde finite ¥ bene fis due SSlrecipients attie time ofdeat .

EibiMty for SSlbenefits ceases when a recipientdies. Ordinan §, unde rpayments
due an SSlrecipientatte time ofdeatt are notpayabll 0 a recipient? estat.

H owe\er, underpayments can be paid o an SSle Igib B suniuvng spouse, or to
certain ine IPib I spouses or parent forup t 24 mont s afer a recipientdies.
SSA routine § remits such underpayments t sunA\ors wh o meetcertain
rrquirrments and requestpaymentw it in 24 mont s oft e recipient? deat . h
cases where noe lgibl surnaorexists, orwhen te sunawordoes notrequest
payment, t e underpaymentw i lremain on SSA 3 records inde finit F.

h conducting our rexew , we identified a Bunde rpaym ents ofat Bast<hl re maining
on SSA T records fordeceased indivdual whowere SSlrecipients. Ourextract
identified 19 0,428 SSlunderpayment totabhg ¥4 milbn t atwere due
recipients atte time ofdeatt and recorded on SSA 3 records as ofMarch 199 7.
Fom tese 190,428 underpayments, we sam plld 100 totabhg 934,284 for
rexvew . OFtie 100 cases revewed, no e libl sunavorexistd for any oft e 100
sampll itms and none oft e 984,284 remained payabll t any suns\or att e
time ofourrexew . Propcting tte resulk ofoursampll o te popubhtion, we are
95 percentconfidentt atat Bast186,094 SSlunderpayments, wit anestimatd
valle of9r2.37 milbn, arr no bngerpayabll to any suns\ors and cou ll be
remoxed immediat ¥ fiom SSA I rcords.?

LA b ough ourr\ew of100 sampll cases found t atal100 were no bnger payabll  anyone,
samphgenorrsuled in ourestimat ofdr2.37 milbn insttad ofte ¥4 millbn totahalle ofte
popu ktion.
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Underpayment which are notpayabll to any sunavor are being m aintained on
SSA 3 records inde finit § because SSA does notsegregat underpaymentcases
witt SSle ibl spouses from alot erunderpayments. SSle Igibl spouses are
exclided from te 24-mont appkation dead ke for receivng unde mpaym ents due
deceased recipients. Since tere is no app katon Ihitfor SSle Igib I spouses,
tese spouses remaine lgibl o receine te underpayments indefinie k. This
poky resullk in allunc himed unde rpayments being m aintained on SSA 3 re cords
indefinie F exenwhennoone exist whowoullqualfy to receine te
underpayment M aintaining unde rmpaym e nt re cords @ atare notpayabll t anyone
resullk in SSA 3 subsidiary accounting Bdgers inaccurat ¥ re flcting am ounts
payabl and requires SSA o estimat te amountwhich is ttul payabl and w h ich
itreports in its financiaktat me nts.?

We rrcommend tt atSSA:

Correcttie approxim at ¥ 186,094 SSlrecords witt underpayments, wortt an
estimatd 2.37 milbn, which are notpayabll to anyone.

Make aregu htory ch ange to expand te 24-mont app kation deadbhe t©
inclide SSle ibl spouses so t ataluture unde payments can be remo\ed
afte rexpiration oftte 24-mont app kation dead he.

h response t our draft e port, SSA agreed w it our firstrecom m e ndation, but
statd t att e intnded resulk oft e second recom mendation cou ll be obtained
w it outpursuing a regu khtory ch ange. (SSA 3 comment are inc bided in fu las
Appendix A.)

Whill we agree t atitis possibl for SSA to obtain te same resukofconecting
Is records ofunde mpayments notpayabll t anyone w it outa regu htory ch ange,
we stillbe Bxe t atmaking t e regu htions consistntfor bott SSle Kbl spouses
and ot erspouses wou ll be adm inistratine ¥ easier tt an segregating SSle ib il
spouses when conecting t e underpaymentrcords. h te course ofour financial
staementaudit we willexamine te eflectiveness oftiis proposed cone ctine
action and reconsidert e need foraregu htory ch ange att attime.

2Atte exitcon®rence, SSA officiall statd t att eir records indicat t atas ofMarch 199 7,
ter were approximat ¥ 906,000 SSlunderpayments t deceased recipients totabhg H95 milbn.
We were notabll to reconcill our figures to tis am ountsince we do notknow te met odobgy
used to cakulte SSA3 figures. The IS milbnis te amountSSA woull use o adjustte
accounts payabll for rporting in its financiaktatments.
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BACKGROUND

The EmpbymentO pportunities forDisabBd Americans Act(Pubk Law 99-643)
expanded SSA 3 aut ority t© remitbenefitct afertie deat ofan SSlrecipient
Specifical}, tis Bgis htion aut orized SSA to pay benefits due an SSlrecipientto
a sunawung spouse regard Iss oft e sunaung spouse 3 SSle Kibi My.
Additonal}, te Hgis htion pemit te parentofa disablld or b lhd SSlrcipient
whois deceased to receine aretroactine paymentwhen due. Prewous F, onk an
SSle ibl spouse coull receine a retroactine paymentt atw as due a deceased
SSlrecipient

SSlundermpayment are payabll to:
an SSle ib I sunavng spouse 3

an ine gib B sunawvng spouse who Redin te same househoB wit te
unde rpaid person atany time in te mont ofdeatt orduring te 6-mont
period preceding t e recipient? deat ;or

asunauvng parentwho Nedin tte same householwit te chill atany time
intte mont ofdeat orduring te 6-mont period preceding t e recipie nt3
deatt where tie underpaid personwas a disablld orbhhd chil.

Tith 20 oft e Code of FederalRegu htions (CFR)section 416.542 proh ibits
paymentofSSlbenefit to a surns\or, ot erth an an SSle Kgib B spouse, who
rrquests te paymentmore tan 24 monts afert e indiMdualB deat . This

regu htion responds t te need o setareasonabll administratine Ihiton te time
asunmnormay requestpaymentofSSlbenefits due a deceased indinsduall The
Ihitforotert an an SSle ibl spouse was setat24 montts tomake the time
tesame as underte O B-Age, Sursvors and Disabi My hsurance (tith 1D
prousions oft e SociallSecurity Actforrequesting a Bm p-sum deatt benefit No
time Ehitwas setforSSle Igibl spouses undert ese regu htions.

SCOPE AND METH ODO LOGY

The obpctinve ofthis revJew was to detemine whetter SSA mustrtin on it

re cords inde finite ¥ bene fits due SSlrecipients attte time ofdeatt. Tomeetour
obpctine, we: 1)obtained a Bgallopinion from te O flice oft e Counse Ho th e
hspectorGeneraland 2)revewed asampll ofunderpayment recorded on the
records ofdeceased SSlrecipients.
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Oursam pll popu ktion consisted of19 0,428 SSlunde rpayments valied atssl® or
greatr and recorded on SSA T records as ofMara 1997. AMofte

19 0,428 cases h ad a paymentcode indicating ©t att e recipientw as deceased.
FHom tis popuktion, we se Bcted a simpll random sampl of100 SSI
underpayments. The totalldo lr\alle ofoursampll cases was 934,284. Our
non-statisticalkstm at oft e do lr\allie oft e popu khtion am ounttd

F2.37 milbn and was cakubtd based on tie propctd numberof
underpayments which can be rrmowed from SSA 3 records (186,09 4)m u lip Ed by
te average do lr\allie ofeach undermpaymentofd388.87 (994,051,451 total
\allie divded by 19 0,428 unde rpaym e nts).

Foreach ofoursamplld cases,we deteminedwheter any sunamworwas e gibll
O receine te underpaymentand \erfied t atttere were no outstanding
o\erpayments on tie recipient3 record which coull ofsett e underpaid am ount
h\erfyingwheterany sunsmworwas e gibl © receine te underpayment, we
rexewed te SuppIment@alSecurnty record oftie deceased recipientto identify
any SSle Kibl spouses.

We did notrevew te inte mallcontro Bprocedures associattd w it recording of
undermpayments because tiey were notr Ihantt our auditobpctine.

We did, howexer, rvMew SSA T complnce wit appkabll Bhws and

regu htions. We conductd ourrevew between Julk and Nonember 1997 in
Boston, Massach usetts. Ourremew was conductd in accordance w it general
acce ptd gove mmentauditing standards.

RESULTS O FREVVEW

Attie time ofourrevew, no e ib I sunavng payees existd for any oftie

100 sampll itms and aloft e 934,284 in underpayment in oursampll cases
coulll be rmoved from SSA 3 records. H owe\er, in te tree folbwing cases,
tere had beene Kgibl payees for a 24-mont period, butt e underpayments were
notchimed during t© at24-m ontt period and are no bnger payabll to any
surnm\ors. We coull notdettmine whet er SSA h ad notified tiese sunaors of
teire gibity © receine the underpayments since the case follers were no bnger
anaihbl.

®We exchded underpayments of Bss ¢ an . from our r\vew since SSA willnotpay an
underpaymentt atis Bss tan . Atte time ofourrevew, tere were 44,053 SSI
underpayments which were each Bss tan 1 on SSA 3 records for atotabhablie of$Hl8,163.
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DATEOF ELIGBLE UNDERPAYMENT CURRENT

DEATH BENEHICIARY CAUSE STATUS

100187 H usband Retumed check* for | Spouse wh o is notSSlI
$340 e hibl. ELibiMy for rceipt

ofunde rpaym e nte xpired
24 mont s afer recipient?d

deat .
060289 H usband Retumed check for | Spouse whois notSSI
H84 e hibl. ELibiMy for rceipt

ofunde rpaym e nte xpired
24 mont s afer recipient?

deat .
080141 Mot er Retumed check for | Egibi My expired 24 mont s
44 after recipient? death .

The 100 sampll cases contained underpayment which totalld 934,284.
Propcting ourresuls t t e popu ktion ofunderpayments, we are

95 percentconfidentt at186,094 SSlunderpayments, wit anestmatd valie of
F2.37 milbn, are no bnger payabll to any suniavors and cou ll be remo\ed

imm ediate ¥ from SSA T records.

Existing SSA regu htions require t© atunde rpaymentam ounts are payab

inde finie ¥ in cases inwhich tere is an SSle bl spouse. H owe\er, retaining
t e underpaymentam ounts indefinite ¥ in cases inwhich tere is noe Igibl payee
resulk in unnecessary data storage costs and creats t e appearance ofa hbilty
when in factnone exist.

IFSSA segregatd cases witt SSle lgib 0l spouses, te remaining cases cou ll be
autom atical} rmoved when te appkation time Enitexpires 24 mont s
aferarecipientdies. AEmat\e ¥, ifSSA amended tith 20 oft e CFR,
section 416.542(b) o extend t e 24-mont app kation deadhe t© SSke Kibl
spouses, aline tunde rpaym ent lbilties coull be rrmoved 24 mont s afer a
recipient3 deatt . As notd on page 6, pastSSA actions suggestt atSSA h as
te aut onty o make tis regu htory ch ange.

“The Bstcheck sentt te recipientw as rtumed  SSA, crating an unde rpaymenton t e
deceased recipient? record.
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As SSA express F notd in its finallrulls on payments due deceased SSIre cipie nts
in 58 FederalRegisttr52909, SSA chose tomake “..sexeralloter c anges t at
are unre hted o tis Bgis htion butw hich chrify bngstanding po ky orinwo e
o\e rpaym entand unde rpaymentissues.”” Furth er, SSA cited adm inis tratine
conwenience, as opposed to express statutory aut onty, to pstify te 24-mont
app kation deadbhe. Thus, excliding SSke gibl spouses from tie time EIitwas
a poky decision and SSA did notanticipat a statutory im pedimentto tak ing such
a positon. h fact in it finallrulls in 58 FederalRegister 529 09, SSA notd t at
te 24-mont appkation deadbe “. . responds to tte need to setareasonabll
adm inistratine Initon te time asurnavormay requestpaymentofSSlbene fits

t atmay be due a deceased indiMdual’>We agree t atsuch an adm inis tratine
time Enitis necessary and be Exe tattte same time Enitsh oull be extnded ©
allunde mpayments, inc liding t ose payabll ©o SSke hib B spouses.

SSA prepares and presents its financiaktatment so t attiey are consistnt
witt e requirrments oft e FederalAccounting Standards Adwusory Board, t e

O flice ofManage me ntand Budge t(OMB) Circu brs, and ti e Ch ie FHnancial
Officers Act OMB Circu br A-134 requires t atagencies app ¥ Staements of

Fe de rallFHnancia A ccounting Standards (SHFAS)in preparing financiaktatme nts.
SHAS

numberl stats t ata bbilty is a probabll and measurab l future outfbw of
resources arising from pasttransactions ore\ents.

The SSlunderpayments described in tis reportare measurab I and did anse as a
resukofpasttransactions. H owe\er, tese underpayments are notprobabll
outfbw s ofresources since tiey are no bnger payabll (orwere ne\xerpayabll) ©
any suna\or. As such, tese underpayment shoull notbe recorded and reported
as Bbilties in SSA 3 financiabktatments. Toensure t att ese Ebilties are not
reported in t e financiabkt@Ements, SSA makes an adpsting entry for all
undermpayments payabl on tie records ofdeceased recipients. H owe\er, tis
adpstmentis notmade to tte underfing records and does notsegregat t ose
records where tie underpaymentis a true Bbilty from t ose which are no bnger
payabll to anyone. IFSSA were t adpstt e indivydua llrecords w here no payee
exists, tere woull no bngerbe a need for an o\e ralladjus ting e ntty for financial
staementrporting and t e subsidiary records w ou Bl accurat ¥ re flctam ounts
payabll to recipients and sunA\ors.

RECOMMENDATIONS

We rrcommend tt atSSA:
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1. Conectt e approximat F 186,094 SSlrecords witt underpayments, w orth an
estimatd 2.37 milbn, which are notpayabll to anyone.

2. Make areguhtory ch ange © expand t e 24-montt app kation dead he t©
inclide SSle ibl spouses so t ataluture unde payments can be remo\ed
afte rexpiraton oft e 24-mont app kation dead he.

AGENCY COMMENTS

h response t our draft e port, SSA agreed w it our firstrecom m e ndation, but
statd te intnded resulls oftte second recommendation coull be obtained

w it outpursuing a regu ktory change. h tis regard, SSA statd t atactions
being &k en in response t our fistrecommendaton wilkk Ininat te need fora
regulhtory change. h tie finallrulls pubkhed in 19 86, SSA decided notto pursue
areguhtory ch ange t inclide e lgib l spouses in e 24-mont I itfor requesting
paymentofan undermpaymentfortw o reasons. Hrst, SSA did notbe B\e ter
woull be aneed ohawe a24-mont Enitfore lgibl spouses, because e e Kibl
spouse is on t e record and our auditdemonstratd t ate lgib l spouses are paid
witinte 24-mont Ehit Second, SSA be E\es t atitwoull be unfairto some
sunaung e Igib I spouses © phce a 24-montt Initon te period oftme tey
have t© app ¥ for an unde rpaid am ountsol ¥ t© h and I an adm inis trative situation
t atwoull rare ¥ occur.

O IG RESPONSE

Whill we agree t atitis possibl for SSA to obtain te same resukofconecting
Is records ofunde mpayments notpayabll t anyone w it outa regu htory ¢ ange,
we stillbe Bxe t atmaking t e regu htions consistntfor bott SSle Kbl spouses
and ot erspouses wou ll be adm inistratine ¥ easier tt an segregating SSle ib il
spouses when conecting t e underpaymentrcords. h te course ofour financial
staementaudit we willexamine te eflectiveness oftiis proposed cone ctine
action and reconsidert e need foraregu htory ch ange att attime.

Dauvd C. Willhm s
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