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The Other Information section provides information to satisfy additional statutory and Office
of Management and Budget reporting requirements.

First, we provide a summary of our financial statement audit and management assurances.

Next, in accordance with the Reports Consolidation Act of 2000, The Social Security
Administration’s Major Management and Performance Challenges During Fiscal Year 2022
provides a summary and assessment of the most serious management and performance
challenges we face as determined by the Office of the Inspector General (OIG). This section
also describes the steps we have taken to address each of these challenges.

Finally, in Other Reporting Requirements, we provide information on our payment integrity,
entitlement reviews and OIG anti-fraud activities, civil monetary penalties, biennial review of
user fee charges, grants programs, climate-related financial risk, and debt collection and
management activities.
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SUMMARY OF FINANCIAL STATEMENT
AUDIT AND MANAGEMENT ASSURANCES

SUMMARY OF FINANCIAL STATEMENT AUDIT

Financial Statement Audit

Audit Opinion Unmodified
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 Unmodified

Beginning Ending
Material Weaknesses Balance New Resolved | Consolidated | Reassessed | Balance
Total Material Weaknesses 0 0 0 0 0 0

Effectivene

ss of Internal Control over Operations (FMFIA Section 2)

Statement of Assurance

Federal Systems conform to financial management system requirements

Statement of Assurance Unmodified

Beginning Ending
Material Weaknesses Balance New Resolved | Consolidated | Reassessed | Balance
Total Material Weaknesses 0 0 0 0 0 0

Conformance with Federal Financial Management System Requirements (FMFIA Section 4)

Beginning Ending
Non-Conformances Balance New Resolved | Consolidated | Reassessed | Balance
Total Non-Conformances 0 0 0 0 0 0

Compliance with Section 803(a) of the

Federal Financial Management Improvement Act

Agency

Auditor

1. Federal Financial Management System
Requirements

No lack of compliance noted

No lack of compliance noted

2. Applicable Federal Accounting Standards

No lack of compliance noted

No lack of compliance noted

3. United States Standard General Ledger at
Transaction Level

No lack of compliance noted

No lack of compliance noted
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THE SOCIAL SECURITY ADMINISTRATION’S
MAJOR MANAGEMENT AND PERFORMANCE CHALLENGES
DURING FISCAL YEAR 2022

Office of the Inspector General

SOCIAL SECURITY ADMINISTRATION

November 4, 2022

Kilolo Kijakazi
Acting Commissioner

Dear Ms. Kijakazi:
The Reports Consolidation Act of 2000 (Pub. L. No. 106-531) requires that Federal Inspectors General summarize
and assess the most serious management and performance challenges facing Federal agencies and the agencies’

progress in addressing them. The Reports Consolidation Act also requires that the Social Security Administration
(SSA) place the final version of this Statement in its annual Agency Financial Report.

MANAGEMENT AND PERFORMANCE CHALLENGES

For Fiscal Year 2022, we initially identified the following challenges:

e Improve Service Delivery

e Protect the Confidentiality, Integrity, and Availability of SSA’s Information Systems and Data
e Modernize Information Technology

e Improve Administration of the Disability Programs

e Improve the Prevention, Detection, and Recovery of Improper Payments

e Respond to the Coronavirus Disease 2019 Pandemic

Through audit work and discussions with SSA’s senior staff, we identified an additional challenge:

e Manage Human Capital

In the enclosed document, we define each challenge, outline steps SSA has taken to address each challenge, and
detail the actions SSA needs to take to fully mitigate each challenge. As some of the challenges are inter-related,
progress made in one area could lead to progress in another. For example, improved human capital resource
management and further modernization of SSA’s information technology would both affect service delivery.
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In Fiscal Year 2023, the Office of Audit will continue focusing on these issues and assessing the environment in
which SSA operates. I look forward to working with you to continue improving SSA’s ability to address these
challenges and meet its mission efficiently and effectively.

Gail S. Ennis
Inspector General

Enclosure
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November 2022
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MANAGE HUMAN CAPITAL

The Social Security Administration (SSA) must adequately plan to ensure it has the staff it needs to meet its mission
now and in the future as it finds hiring staff harder in a more competitive job market and when over 40 percent of its
workforce will be eligible to retire within 5 years.

WHY THIS IS A CHALLENGE

At a recent congressional hearing, SSA reported its growing workload backlogs, including delays in disability
claims processing, were largely due to hiring challenges and higher than expected staff attrition. As SSA faces
staffing challenges, its planning documents lack descriptions of the hiring and recruitment plans needed to address
them.

HIRING AND RETENTION

SSA has approximately 59,000 full-time equivalent staff, which is about 4,000 less staff than it had 6 years ago (see
Figure 1).

Figure 1: SSA’s Staffing
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Note: SSA’s end-of-year Fiscal Year (FY) 2022 staffing data were not available before we released this report.

Senior SSA officials, including the Acting Commissioner, reported numerous challenges in ensuring SSA has the
necessary staffing, including insufficient funding over multiple years to hire the level of staff needed and higher than
average attrition rates Agencywide. Per the Acting Commissioner, as a result of insufficient funding, SSA was
“...unable to hire the level of staffing needed.” She further stated, ““...we will need sufficient funds in the coming
year to ensure we can process all our workloads efficiently.”

The timing of when SSA receives a budget with the funding to hire, which is often after the beginning of each FY,
can limit SSA from strategically hiring staff during advantageous times of the year, such as recruiting before
students graduate from college and when college campuses typically hold recruitment and job fairs. Not being able
to strategically time when to hire staff places SSA at risk of not hiring the most qualified candidates as they may
have accepted offers from other employers and are no longer seeking employment opportunities when SSA receives
funding.

128 SSA’s FY 2022 AGENCY FINANCIAL REPORT


https://waysandmeans.house.gov/sites/democrats.waysandmeans.house.gov/files/documents/Kim%20Testimony.pdf
https://blog.ssa.gov/ssa-is-dedicated-to-helping-the-people-we-serve/

Beyond budgeting, senior staff has also noted that fewer candidates are applying for open positions, including entry-
level and managerial positions. For entry-level positions, senior staff noted possible disadvantages, including less
competitive pay when compared to private-sector employers and fewer workplace flexibilities, like wide-scale
remote work options. For managerial positions, senior staff reported staff is less interested in taking on the
responsibility that comes with managerial positions, particularly after they saw the extra responsibilities managers
shouldered during the pandemic.

SSA recognizes the loss of technical and institutional knowledge through staff attrition is one of its greatest
challenges and may impair succession management and knowledge transfer. Approximately 25,000 SSA employees
will be eligible to retire in the next 5 years, including 15,000 eligible for retirement and 10,000 eligible for early
retirement. Also, SSA spends considerable time training new employees on its complex programs. When new
employees separate, SSA loses the investment it has made in them.

HuMAN CAPITAL PLANNING

SSA included workforce management as one of its key risks in its Fiscal Year 2022 Enterprise Risk Management
Risk Profile. Federal regulation (5 C.F.R. § 250.203) requires that Federal agencies ensure their human capital
management strategies, plans, and practices are integrated with their strategic plans, performance plans, and goals in
those plans. SSA’s Agency Strategic Plan (ASP), Annual Performance Plans, and Human Capital Operating Plan
(HCOP) covering FYs 2018 — 2022 include limited discussions of the human-capital strategies needed to ensure it
successfully meets its strategic goals and initiatives.

The human capital management strategies in SSA’s HCOP align with some ASP strategic objectives but not others.
For example, the HCOP describes key initiatives that align with the ASP’s strategic objective of Improving
Workforce Performance. However, HCOP does not include human capital management strategies for the remaining
ASP strategic objectives, including SSA’s initiatives to improve service delivery and accelerate information
technology (IT) modernization. While the HCOP states SSA’s “. . . highest priority and commitment is to improve
service delivery to the public, which includes improving 800-number, hearings, and field office wait times and
modernizing our [IT] as well as our disability policies,” the HCOP does not describe the human capital management
strategies needed to support these priorities.

Federal regulations also require that agencies implement proven strategies and practices to develop and retain talent.
SSA’s ASP, Annual Performance Plans, and HCOP do not describe a strategic recruitment plan to attract and hire
talent as more of its workforce becomes eligible for retirement and it is experiencing higher than average attrition.

PROGRESS THE SOCIAL SECURITY ADMINISTRATION HAS MADE

HIRING AND RETENTION

SSA’s FY 2023 budget requests funding for staffing and overtime to help mitigate the growth in pandemic-related
backlogs by adding more than 4,000 staff in frontline operations and at disability determination services (DDS).
SSA plans to take a number of steps to expand its recruitment efforts, including the following:

e exploring sessions for potential applicants to advise them on the hiring process;

e training managers, administrative staff, and human-resource specialists on recruitment strategies, merit
promotion, hiring authorities, and flexibilities supporting employees’ tenure (for example, from hire to exit);
and

e partnering with companies and universities to build a more diverse pipeline into public service.

In FY 2021, SSA established an executive-level Succession Planning Governance Board and staff-level Integration
Team. In FY 2022, SSA expanded the responsibilities of the Integration Team to include researching, developing,
and proposing solutions to succession and strategic workforce planning issues. The Governance Board identified
FY 2022 strategic workforce planning priorities related to key workforce challenges, including strengthening
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employee engagement, helping staff effectively navigate the hybrid work environment, and enhancing workforce
flexibility programs. SSA leveraged the Integration Team to benchmark best practices and develop proposed
strategies to mitigate the key workforce challenges.

HumMAN CAPITAL PLANNING

SSA has begun enhancing its human capital planning, including taking steps to build a strategic workforce planning
business process and framework for Agency-wide implementation. In response to a FY 2021 Office of Personnel
Management review, SSA reported it would align its upcoming (and not yet released) HCOP with the FY's 2022-
2026 ASP and describe its human capital strategies to address Agency-specific skill and competency gaps.

WHAT THE SOCIAL SECURITY ADMINISTRATION NEEDS TO DO

e Develop and implement human capital strategies that specifically describe its plans to attract and hire talent,
including the steps SSA will take to address known hiring and retention challenges.

e Develop and implement human capital strategies that specifically describe how SSA will acquire the future
workforce needed to successfully fulfil its mission, including plans to address its upcoming retirement wave.

KEY RELATED LINKS

e SSA, OIG Website — The Social Security Administration’s Human Capital Planning

(A-02-19-50866), September 2022
e SSA Website — Agency Strategic Plan FYs 2022-2026

o SSA Website — Annual Performance Report FYs 2021-2023

e SSA Website — Justification of Estimates for Appropriations Committees FY 2023

e U.S. Congress, Ways and Means Committee Website — Statement for the Record by Deputy Commissioner
Grace Kim, May 2022
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IMPROVE SERVICE DELIVERY

SSA needs to address growing workloads and the expected retirement of experienced employees as it pursues its
mission to deliver quality service to the public.

WHY THIS IS A CHALLENGE

In response to the Coronavirus Disease 2019 (COVID-19) pandemic, SSA shifted the way it served its customers by
significantly decreasing in-person field office services from March 2020 to April 2022. While SSA reopened its
field offices to walk-in, in-person service in April 2022, the number of visitors to its offices has not reached pre-
pandemic levels. SSA will need to continue increasing, improving, and ensuring the continuity of its other service
methods to meet its customers’ demand for them, including its national 800-number and online services.

Online services that lessen the need for staff are particularly important as SSA faces staffing challenges, and many
of its employees are reaching retirement age.

TELEPHONE SERVICE

At the start of the pandemic, SSA had separate telephone systems for its national 800-number, field offices, and
Headquarters operations. To accommodate remote operations in response to the COVID-19 pandemic, SSA
augmented its legacy telephone systems that modified functionality and capacity. In May 2021, SSA began
implementing a unified telephone system to replace the three legacy systems via its Next Generation Telephony
Project. When fully implemented, the Project is expected to improve telephone customer service by merging the
three legacy systems into a single platform that will be more efficient, stable, and functional. SSA has revised the
date it expects to implement the Project multiple times; it now expects the Project to be implemented by
December 2023.

Until the Project is implemented, SSA is relying on its augmented legacy telephone systems, which has resulted in
reduced stability and functionality throughout the pandemic. Heavy call volumes overwhelmed the platform on
numerous occasions and caused service disruptions, including dropped call queues, dead air calls, misdirected calls,
and disconnections.

ONLINE SERVICE

SSA acknowledges advancements in technology provide opportunities to do business differently and often more
efficiently and conveniently. SSA continues exploring ways to enhance the customer service experience by
providing online self-service options, many of which beneficiaries access through their my Social Security
accounts. In FY 2022, SSA registered over 10 million users for my Social Security accounts. To date, SSA has
registered over 72 million users on my Social Security.

While SSA provides the public additional digital services, such as online, remote, and self-service options, it must
do so in a way that maintains a strong commitment to protect its customers from current and emerging threats
including identity theft and scams to steal money or personal information. SSA must continue strengthening the
identity-verification process for new my Social Security account registrations to protect the public’s personal
information and improve customers’ experiences.

SSA needs to ensure its online services help reduce the need for staff processing. While SSA created an electronic
Supplemental Security Income (SSI) protective filing tool in March 2022 to allow individuals to submit a request for
an appointment to file for benefits and record a protective filing date, individuals cannot apply for SSI online. SSA
senior staff noted that the SSI online tool did not effectively screen out individuals who were likely not eligible for
the SSI program and that some individuals used the tool to create multiple appointments. As such, it created more
work for field office staff who needed to screen out the duplicate appointments. Also, the duplicate appointments
decreased available appointment slots, which made other people who needed appointments to have to wait longer for
them.
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PROGRESS THE SOCIAL SECURITY ADMINISTRATION HAS MADE

TELEPHONE SERVICE

In FY 2022, SSA recognized unstable telephone services as one if its enterprise risks. In response, SSA has worked
to reinforce the Next Generation Telephony Project platform’s ability to absorb the pandemic-related call volumes.
SSA plans to complete the transition to the new telephone platform in FY 2023. When it does, SSA expects to
restore features previously available that it lost — Callback Assistance, Estimated Wait Time, comprehensive
management information — when it augmented its legacy systems in response to the COVID-19 pandemic. It also
plans to increase the concurrent call maximum to 18,000 sessions to minimize or eliminate bottlenecks and increase
the maximum queue limit to provide the ability to handle the higher call demand periods and spikes. The average
wait time as of the end of FY 2022 was 33 minutes compared to the average wait time of 14 minutes in FY 2021.
SSA’s goal was to have a 19-minute wait time by the end of FY 2022.

ONLINE SERVICE

SSA stated, in FY 2022, it would enhance the user experience, streamline the online claims process for its
customers, and reduce the amount of contact customers have with a claims representative when completing an
application. SSA also planned to improve the claims status tracker and online portal design. SSA is expanding
online service options for replacing Social Security number (SSN) cards so the public does not need to visit an
office. For example, adult U.S. citizens who meet certain criteria may apply for a replacement card using the
internet Social Security Number Replacement Card (iISSNRC) online application through their my Social Security
account. In FY 2022, SSA planned to expand iSSNRC to non-participating states and continue incorporating the
name change due to marriage initiative in iSSNRC, allowing eligible customers to request a replacement SSN card.
In FY 2023, SSA plans to expand the marriage data exchange; integrate the Electronic Verification of Vital Events
data exchange into iISSNRC to verify birth information; and explore more avenues to increase access and enhance
security.

Additionally, SSA is improving the iAppeals online application process for people who appeal an Agency decision
for such non-medical issues as overpayments or Medicare premium rates. The enhancements will integrate the
Medical and Non-Medical iAppeals via an authenticated claimant and appointed representative portal.

SSA is exploring ways to improve the experience for claimants, their representatives, and its technicians by
developing the Appeals and Appointed Representative Processing Services (AARPS). AARPS will be an online
portal with self-service options for customers and appointed representatives to electronically accept appointments as
well as complete fee agreements, appeals, registration, and other related workloads. In 2023, the Agency plans to
develop and implement AARPS, incorporating stakeholder input.

SSA updated the electronic SSI protective filing tool on October 1, 2022 to prevent ineligible individuals from
making appointments to apply for SSI. If the tool determines individuals are ineligible, they receive the following
message: “We cannot process your request at this time. Please try again later, of if you need immediate help to
schedule an appointment, please contact us.” While the update prevents ineligible individuals from making
appointments, the message the tool provides them could lead to increased customer traffic to SSA’s 800-number or
field offices.

WHAT THE SOCIAL SECURITY ADMINISTRATION NEEDS TO DO

e Continue developing and implementing strategies that will provide quality services to the public now and in the
future and ensure SSA retains institutional knowledge.

e Ensure a successful transition to a stable telephone service that meets its customers’ needs.

e Ensure any electronic applications offered through my Social Security accounts include an effective
authentication process.
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KEY RELATED LINKS

e SSA, OIG Website - Reports related to improving service delivery

e SSA Website - Agency Strategic Plan FYs 2022-2026

o SSA Website - Annual Performance Report for FYs 2021-2023

e SSA Website — SSA’s FY 2023 President’s Budget
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PROTECT THE CONFIDENTIALITY, INTEGRITY, AND
AVAILABILITY OF INFORMATION SYSTEMS AND DATA

SSA must ensure its information systems are secure and sensitive data are protected.

WHY THIS IS A CHALLENGE

SSA’s IT supports every aspect of SSA’s mission, whether it is serving the public during in-person interviews or
online, routing millions of telephone calls to its 800-number, or posting millions of earner wage reports annually.
Disruptions to the integrity or availability of SSA’s information systems would dramatically affect its ability to
serve the public and meet its mission. Also, SSA’s systems contain personally identifiable information, such as
SSNs, which—if not protected—could be misused by identity thieves.

INFORMATION SECURITY

SSA continues expanding its online services to improve customer service and developing systems. It is imperative
that SSA have a robust information security program. In its most recent report for the Federal Information Security
Modernization Act of 2014 (Pub. L. No. 113-283), Grant Thornton LLP determined SSA had established an Agency-
wide information security program. Although the maturity of SSA’s information security program improved in
some areas, Grant Thornton identified several deficiencies that could limit SSA’s ability to protect the
confidentiality, integrity, and availability of its information systems and data.

Because of weaknesses identified, Grant Thornton concluded SSA’s overall security program was “Not Effective.”
Grant Thornton recommended that SSA strengthen its information security risk management framework; enhance IT
oversight and governance to address these weaknesses; and adhere to its information security policies, procedures,
and controls.

SocIAL SECURITY NUMBER PROTECTION AND EARNINGS ACCURACY

The SSN is relied on as an identifier and is valuable as an illegal commodity. Accordingly, the information SSA
houses on every numberholder is desirable to would-be hackers and identity thieves. Protecting the SSN and
properly posting the wages reported under it are critical to ensuring SSN integrity and eligible individuals receive
the full benefits due them.

Accuracy in recording numberholder information is critical because SSA and other agencies rely on that information
to verify employment eligibility, ensure wage reports are processed, and terminate payments to deceased
beneficiaries. Accuracy in recording workers’ earnings is critical because SSA calculates benefit payments based on
individuals’ earnings over their lifetimes. As such, it is critical that the Agency ensure numberholder information is
complete in its systems as well as SSNs are properly assigned only to those individuals authorized to obtain them,
SSN information be protected once SSA assigns the number, and earnings are accurately posted and reported under
SSNE.

A specific challenge to ensuring accurate earnings postings is employers reporting earnings information incorrectly
so SSA cannot match the reported earnings to individuals in its records. The Earnings Suspense File is the record of
wage reports on which wage earners’ names and SSNs fail to match SSA’s records. As of October 2022, the
Earnings Suspense File had accumulated $2.01 trillion in wages and over 396 million wage items for Tax Years
1937 through 2021.
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PROGRESS THE SOCIAL SECURITY ADMINISTRATION HAS MADE

INFORMATION SECURITY

SSA acknowledges it must be mindful of cyber-threats and remain committed to protecting privacy and security.
SSA’s Cybersecurity Strategic Plan 2022-2024 focuses on how it will safeguard and protect against IT and cyber-
security threats by continuing to mature its

cyber-security program. The Plan defines strategic goals and priorities and includes strategies and initiatives to
address IT and cyber-security challenges.

In FY 2022, SSA executed a risk-based approach to strengthen controls over its systems and address weaknesses. In
addition, SSA continued implementing several plans, strategies, and initiatives to address security gaps.

SocIAL SECURITY NUMBER PROTECTION AND EARNINGS ACCURACY

SSA has taken steps to reduce the Earnings Suspense File’s size and growth. The Agency allows employers to
verify the names and SSNs of their employees using the Agency’s online SSN Verification Service before they
report wages to SSA. In FY 2022, employers verified over 226 million SSNs using the SSN Verification Service.

SSA supports the Department of Homeland Security’s E-Verify program, which assists employers in verifying the
employment eligibility of newly hired employees. Through the fourth quarter of FY 2021, which is the latest data
available, the Department of Homeland Security reported it processed 42.5 million E-Verify cases. Approximately
592,000 (1.39 percent) of these received a “not authorized to work” response.

WHAT THE SOCIAL SECURITY ADMINISTRATION NEEDS TO DO

e Address the deficiencies Grant Thornton identified to improve SSA’s ability to protect the confidentiality,
integrity, and availability of its information systems and data.

e Improve wage reporting by informing employers about potential SSN misuse cases, identifying and resolving
employer-reporting problems, re-examining the validity and integrity checks used to prevent suspicious wages
from being posted, and encouraging greater use of SSA’s employee verification programs.

KEY RELATED LINKS

e SSA, OIG Website - Reports related to protecting the confidentiality, integrity, and availability of SSA’s
information systems and data

e SSA, OIG Website — Summary of the Audit of the Social Security Administration’s Information Security
Program and Practices for Fiscal Year 2022

e National Institute of Standards and Technology Website - Special Publication 800-63-3, Digital Identity
Guidelines
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MODERNIZE INFORMATION TECHNOLOGY

SSA must continue modernizing its IT to accomplish its mission despite budget and resource constraints.

WHY THIS IS A CHALLENGE

SSA relies on its IT to serve the public and safeguard SSA programs. Rapid, continuous technology advancements
and the recent national shift to increased virtual services and communications reinforce the pressing need to
modernize SSA. The Agency must fundamentally rethink how it delivers services, the processes and infrastructure
that support that delivery, and the policies that enable delivery. SSA continues relying on outdated applications and
technologies to process its core workloads (for example, retirement and disability claims) and knowledge of its dated
applications and legacy infrastructure will diminish as developers retire. Without complete and timely
modernization of its legacy systems, the Agency runs the risk of increased maintenance costs, lack of available
support, and decreased capacity to support business and processing needs.

INFORMATION TECHNOLOGY MODERNIZATION

SSA must maintain its legacy systems while, in parallel, developing modern replacements to keep pace with
increasing workloads. The Agency had taken an incremental approach to IT modernization by replacing systems’
components rather than whole systems. However, in its 2017 /T Modernization Plan, SSA acknowledged that this
approach had not worked and committed to invest $691 million through FY 2022 in transformational initiatives and
infrastructure.

In FY 2020, SSA updated its /T Modernization Plan by expanding the scope to include additional investments in
direct service delivery. Under the revised scope, the Agency expected to spend $863 million on IT modernization
through FY 2022, while using much of its IT funding—nearly $1.9 billion in FY 2022—to operate and maintain
existing systems. Despite the significant resources devoted to modernization, efforts and investments remained
incomplete in FY 2022.

To support its IT modernization, SSA used Agile development, which takes an iterative approach to incrementally
deliver software. While the Agency implemented some appropriate controls and practices to manage its Agile
projects, SSA’s Agile guidance was incomplete, and projects did not always follow Agile best practices or enforce
key controls. In addition, the Agency did not ensure data from its Agile project management tool were reliable.
Finally, SSA needed to improve Agile training and decision making. Improvements in these areas could provide
SSA and taxpayers greater benefits from the Agile development method, including higher quality software
developed faster and at a lower cost.

INFORMATION TECHNOLOGY INVESTMENT PROCESS

In 2016, SSA established the Information Technology Investment Process (ITIP) to provide guidance on selecting,
tracking, and managing IT investments. The goal was to optimize IT investments and ensure those investments
were delivered on time and on budget. ITIP organizes the Office of Systems’ IT investment decision-making
process into four phases: Plan, Select, Control, and Evaluate. However, our audit noted several issues with ITIP
that could prevent it from supporting strategic decision making and allowing the Agency to plan for, manage,

and implement IT investments as projected. There are investment decisions not included in the ITIP process. In
addition, although SSA verified and compared costs, functionality impact, and other areas in its post-implementation
review reports, it could not quantify the benefits or calculate the return on investment for all the projects those
reports covered.
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PROGRESS THE SOCIAL SECURITY ADMINISTRATION HAS MADE

INFORMATION TECHNOLOGY MODERNIZATION

SSA developed its Digital Modernization Strategy to build on previous modernization efforts and guide the Agency
from FYs 2023 through 2026. Objectives include eliminating investments in outdated and legacy technology as well
as eliminating silos in the technology used to support core Agency functions by building end-to-end processing
systems.

In addition, SSA is adopting an Agile scaling framework that defines roles and establishes recommended practices.
The Agency also planned to provide additional training; develop, document, and enforce standards for its Agile
project management tool; and leverage more of the tool’s capabilities.

INFORMATION TECHNOLOGY INVESTMENT PROCESS

In FY 2021, SSA continued the Information Technology Investment Governance Refresh. Objectives of the Refresh
include improving the Agency’s ability to manage its IT investments, ensuring the Agency’s IT investments support
its priorities, and monitoring and reporting regularly on the realization of investment value and other measures of
investment progress and performance.

WHAT THE SOCIAL SECURITY ADMINISTRATION NEEDS TO DO

e Prioritize IT modernization activities to ensure available resources lead to improvements with the greatest
impact on SSA’s operations and the service it provides the public.

e Ensure its IT planning and investment control processes are effective.

KEY RELATED LINKS

e SSA, OIG Website - Reports related to modernizing IT

e SSA Website — SSA’s IT Modernization Plan

e SSA Website — SSA’s IT Modernization Plan, 2020 Update
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IMPROVE ADMINISTRATION OF THE DISABILITY
PROGRAMS

To better serve its customers, SSA needs to address increasing pending initial disability claims, reconsiderations,
and continuing disability reviews (CDR); reduce barriers to the disability program; reduce hearings processing
times; and develop better strategies to help disabled beneficiaries return to work.

WHY THIS IS A CHALLENGE

Disabled claimants rely on SSA to quickly process disability applications and reconsideration requests, make
disability determinations, and complete disability-related hearings. Processing times and the pending workload
levels have increased, resulting in disability claimants waiting longer for decisions on their claims. Also, while SSA
has programs to help disabled beneficiaries return to work, few have done so.

PENDING DISABILITY WORKLOADS

In December 2021, we reported that although receipts for initial disability claims, reconsiderations, and CDRs
decreased, processing times and the number of pending cases for these workloads increased. This indicates
claimants were waiting longer for DDSs to make medical determinations, and the DDSs could not keep pace with
the workloads received.

Before the COVID-19 pandemic began, SSA had reduced pending initial disability claims from almost 708,000 at
the end of FY 2012 to approximately 594,000 at the end of FY 2019 and pending reconsiderations from
approximately 198,000 to almost 134,000. However, DDSs closures in initial response to the pandemic and delayed
consultative examinations during the pandemic, along with DDS examiner attrition of about 25 percent in FY 2022,
affected initial disability claims and reconsideration processing. SSA implemented a temporary hiring freeze in FY
2022 because of funding constraints, further exacerbating DDS staffing shortages. As of the end of FY 2022,
pending initial disability claims had increased to approximately 941,000, and pending reconsiderations had
increased to almost 234,000, which were 58- and 75-percent increases, respectively, since the end of FY 2019.

In FY 2018, SSA eliminated the backlog of full medical CDRs. However, in response to the COVID-19 pandemic,
from mid-March through August 2020, SSA suspended processing medical CDRs that could result in benefit
cessation. The number of full medical CDRs SSA processed decreased from over 713,000 in FY 2019 to
approximately 511,000 in FY 2021. Although SSA increased the number of full medical CDRs it had processed in
FY 2022 to over 590,000, a backlog of over 203,000 full medical CDRs remained.

While overall pending initial disability claims increased, SSA continued reporting significant decreases in SSI
disability applications. In FY 2019, SSA received approximately 1.6 million SSI disability applications. By the end
0f 2022, SSA had received approximately 1.3 million such applications, a 19.7-percent decrease from the FY 2019
total. SSA identified concerns that pandemic operating procedures, such as field office closures for most walk-in
services, may have contributed to reduced applications for individuals who needed help with their claims.

While SSA has continued reducing hearings processing times (see Figure 2) and the number of pending hearings, it
has not achieved its processing time goal of 270 days. As of FY 2022, the average processing time for hearings was
337 days, and the hearings pending level was almost 344,000 hearings.
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Figure 2: Average Hearings Processing Time
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RETURNING DISABLED BENEFICIARIES TO WORK

Congress directed SSA to implement programs to help disabled individuals return to work. To date, these programs
have helped only a small percentage of disabled individuals. For example, the Ticket to Work and Work Incentives
Improvement Act of 1999 (Pub. L. No. 106-170) established the Ticket to Work and Self-Sufficiency Program.
Under the Program, SSA provides disabled beneficiaries a Ticket they can assign to qualified organizations to obtain
vocational rehabilitation or employment services.

While SSA has set goals to increase the number of participating beneficiaries, few eligible beneficiaries have used
their Tickets for vocational or employment services. Specifically, approximately 3 percent of Ticket-eligible
beneficiaries assigned their Tickets or placed them in-use in FY 2022, similar to the percent of individuals who
assigned their Tickets in recent years (see Figure 3). Further, in October 2021, we reported that 62 percent of the
beneficiaries we reviewed had unsuccessful work outcomes after they received vocational rehabilitation. These
beneficiaries did not find the services helpful. Some indicated they did not receive sufficient help from the
vocational rehabilitation agencies or counselors.
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Figure 3: Percent of Ticket-eligible Beneficiaries with Tickets Assigned or In-use

3.50 3.13 3.14 3.18
277 2.94 p—
3.00 \_’_,/
3.04 3.15 3.24
2 50 3.15 3.22
- 2.81
5 2.00
et
2 1.50
1.00
0.50
0.00
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Fiscal Year

For disabled individuals who return to work, SSA offers work incentives that make it possible for them to work and
still receive benefits. SSA identifies and applies work incentives during work CDRs. In September 2022, we
reported SSA made errors on work CDRs that involved incentives for an estimated 31,000 beneficiaries, which
resulted in over $553 million in questionable benefit payments.

PROGRESS THE SOCIAL SECURITY ADMINISTRATION HAS MADE

PENDING DISABILITY WORKLOADS

In response to the COVID-19 pandemic, SSA limited in-person services to appointment-only for certain critical-
need situations though it continued processing and prioritizing initial disability claims. In April 2022, SSA resumed
in-person services, including serving visitors who did not have appointments. SSA indicated it is taking steps to
improve its disability processes, such as making additional disability forms available online; increasing consultative
examination availability, including virtually; and recruiting additional providers.

SSA is also working to restore program-integrity workloads, including medical CDRs, to pre-pandemic levels. In
part, SSA is working with the DDSs to understand the underlying reasons for attrition, as the loss of experienced
employees significantly affected the Agency’s ability to complete program-integrity workloads. To address hiring
challenges, SSA developed a national workgroup, which made recommendations to improve hiring practices,
including using different platforms, such as social media. SSA anticipates it will eliminate the CDR backlog in
FY 2023 by increasing processing capacity to handle more reviews, with SSA planning to process approximately
700,000 CDRs in FY 2023.

In March 2021, SSA began a national public outreach campaign to raise awareness of its disability programs and
improve access for people facing barriers, such as language, medical conditions, or inadequate Internet access.
Outreach efforts included enlisting third parties to work with people facing barriers and promote SSA programs on
paid social media, television, and radio advertising. SSA also established a new Agency Priority Goal to address the
decline in disability applications received during the pandemic and improve equity in the SSI program through
increased outreach and improved benefit delivery. In March 2022, SSA implemented an online option that enables
individuals and third parties to express their intent to file for SSI. While SSA increased outreach, the number of SSI
applications continued to decline.
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In January 2016, SSA issued the Compassionate And REsponsive Service (CARES) plan to address the growing
number of pending hearings and increased wait times. In April 2019, SSA released the 2018-2019 CARES plan,
which noted that SSA expected to reach the 270-day average processing time goal in FY 2021, which it did not do.
To address hearing office closures in response to the COVID-19 pandemic, SSA offered claimants telephone and
online video hearings and established a public-facing Website to educate claimants and representatives on the
hearing options available during the pandemic. As we reported in July 2022, from the start of the pandemic through
March 2022, SSA held almost 808,000 hearings, most of which were via telephone, and over 40,000 online video
hearings.

SSA postponed hearings for claimants who declined telephone or online video hearings until it could resume in-
person hearings. In November 2020, the Government Accountability Office reported that, early in the pandemic, . .
. about | in 4 claimants were declining phone hearings. In October 2020, about 1 in 10 claimants were declining
phone hearings...” (from page 239 of the Government Accountability Office report). Though SSA offered
claimants telephone and video hearings, it resumed in-person hearings in March 2022, focusing on individuals who
have been waiting for a hearing because they declined telephone and online video hearings or were experiencing
certain circumstances like homelessness. Despite pandemic-related challenges, SSA further reduced the average
hearing wait time and pending hearings to their lowest levels in over a decade and plans to reach its processing time
goal by the end of FY 2023.

RETURNING DISABLED BENEFICIARIES TO WORK

SSA has a number of resources to assist disabled beneficiaries in returning to work, including having Work
Incentive Liaisons in each field office to provide advice and information about work-incentive provisions and
employee-support programs to individuals with disabilities and outside organizations that serve those with
disabilities. SSA also has Area Work Incentives Coordinators who conduct public outreach on work incentives in
their local areas, train SSA field office staff on employment support programs, and monitor disability work-issue
workloads in their areas. SSA provides grants to community-based organizations to provide disabled beneficiaries
free access to work incentives planning and assistance. This assistance includes access to Community Work
Incentives Coordinators who work with disabled beneficiaries to help them understand their benefits and the effect
work has on those benefits, what they need to report to SSA, and provide ongoing support as disabled beneficiaries’
transition back to work.

WHAT THE SOCIAL SECURITY ADMINISTRATION NEEDS TO DO

e Renew its focus on reducing and eliminating the initial disability claims, reconsideration, and CDR backlogs.
e Continue partnering with DDSs to address staffing shortages caused by attrition and hiring challenges.

e Continue recruiting additional consultative examination providers and increase consultative examination
availability, including virtual examinations.

e Improve access to the disability program and monitor the impact of outreach to individuals facing barriers to
SSA’s programs.

e Implement and monitor the CARES initiatives designed to improve timeliness and reduce the hearings backlog.

e Continue creating new opportunities for returning beneficiaries to work and ensure measurement of costs,
savings, and effectiveness are part of the design of such initiatives.

KEY RELATED LINKS

e Government Accountability Office Website — COVID-19: Urgent Actions Needed to Better Ensure an
Effective Federal Response (GAO-21-191), November 2020

e SSA, OIG Website - Reports related to improving the administration of the disability programs

e SSA Website — SSA’s Information for People Helping Others
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e SSA Website — SSA’s CARES plan
e SSA Website — SSA’s CARES plan, 2018-2019 update
e SSA Website — The Work Site
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IMPROVE THE PREVENTION, DETECTION, AND
RECOVERY OF IMPROPER PAYMENTS

SSA must be a responsible steward of the funds entrusted to its care by minimizing the risk of making improper
payments and recovering overpayments when they occur.

WHY THIS IS A CHALLENGE

SSA is responsible for issuing over $1 trillion in benefit payments annually. Even the slightest error in the overall
payment process can result in millions of dollars in improper payments. Improper payments can be overpayments,
when SSA pays someone more than they are due, or underpayments, when SSA pays someone less than they are
due. Per its most recent estimates available, SSA estimates it made approximately $7.4 billion in improper
payments in FY 2021: $6 billion in overpayments and $1.4 billion in underpayments.

MANAGEMENT OF PAYMENT WORKLOADS

Improper payments may occur when SSA makes mistakes in computing payments or fails to obtain or act on
available information. For example, in FY 2022, we:

e Concluded SSA employees incorrectly input student information on beneficiaries’ records, which resulted in
SSA underpaying an estimated 14,470 beneficiaries approximately $59.5 million.

e Estimated SSA could have avoided approximately 73,000 overpayments totaling more than $368 million if it
had effective controls over benefit-computation accuracy. SSA’s automated systems could not compute benefit
payments due in certain situations, and the Agency did not provide employees with a comprehensive tool to use
when they had to manually calculate them. Without adequate automation tools, employees can make errors.

EXTERNAL DATA

Preventing improper payments is more advantageous than recovering them since the Agency has to expend
additional resources to recover the overpayments or process additional payments to rectify underpayments. Wages
and income, resources, and living arrangements are a few of the factors that affect Old-Age, Survivors and
Disability Insurance (OASDI) or SSI eligibility and payment amounts. Beneficiaries and recipients are required to
report to SSA any change in circumstances that may affect their benefits; however, they do not always fully comply.
Obtaining data from external sources, such as other Federal agencies, state agencies, and financial institutions, is
critical to preventing and detecting improper payments.

While SSA has made progress implementing data exchanges to reduce its reliance on beneficiaries self-reporting
information; it still has work to do. While some of the challenges the Agency encounters when it enters into data
exchanges are beyond its control, the Agency could improve its process by implementing a centralized system for
administering data exchanges and considering pursuing legislative changes allowing for it to obtain the data it needs.

To address SSI improper payments related to resources, SSA implemented the Access to Financial Institutions (AFI)
program in June 2011. AFI verifies alleged bank account balances with financial institutions and searches for
undisclosed accounts at geographically relevant locations based on the claimant’s address. SSA uses AFI when it
processes initial SSI applications and periodic eligibility redeterminations. As shown in Figure 4, overpayments
related to financial accounts increased from FYs 2010 to 2021.
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Figure 4: SSI Financial Account Overpayment Deficiency Dollars
FYs 2010 Through 2021
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In FY 2021, SSA determined the expanded use of AFI was not feasible because of a broad range of legal, technical,
operational, and contractual barriers, but it plans to re-visit this issue in FY 2023. Deficiency dollars have generally
increased since the implementation of the AFI program. Although AFI works as designed, the ability to check
accounts retrospectively does not completely prevent or reduce improper payments. Tools such as AFT identify
errors, but the SSI program continues to rely heavily on recipients reporting changes timely to prevent errors.

RECOVERY

When SSA determines it has underpaid a beneficiary, it will pay the beneficiary the amount owed. Once SSA
determines it has overpaid an individual, it attempts to recover the overpayment. However, because of a systems-
design limitation, SSA does not capture and track OASDI overpayments that are scheduled for collection beyond FY
2049. If SSA does not resolve this limitation by the end of 2029, we estimate more than 203,000 beneficiaries will
have nearly $2.5 billion in untracked overpayments.
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According to SSA, in FY 2022, it recovered over $4.7 billion in overpayments at an administrative cost of $0.06 on
average for every dollar collected. Still, at the end of the FY, SSA had a $21.6-billion uncollected overpayment
balance (see Figure 5).

Figure 5: FY 2021 Overpayment Recovery
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PROGRESS THE SOCIAL SECURITY ADMINISTRATION HAS MADE

In FY 2019, SSA established the Improper Payment Prevention Team to address improper payments; it has
developed strategies to determine the underlying causes of payment errors, develop corrective action plans, and
determine cost-effective actions. In FY 2022, SSA continued monitoring the progress of mitigation strategies and
corrective actions.

MANAGEMENT OF PAYMENT WORKLOADS

SSI non-medical redeterminations, which are periodic reviews of such non-medical eligibility factors as income and
resources, are an important program-integrity tool. SSA estimated that, over 10 years, the non-medical
redeterminations it conducted in FY 2022 would yield, on average, a return on investment of about $3 of net Federal
program savings per $1 budgeted for dedicated program integrity funding, including SSI and Medicaid program
effects. However, according to SSA, budgetary constraints determine how many redeterminations it conducts each
year.

Through completed CDRs, SSA periodically verifies whether individuals are still disabled and eligible for disability
payments. SSA has estimated that, over the next 10 years, the CDRs it conducted in FY 2022 will yield, on average,
net Federal program savings of roughly $9 per $1 budgeted for dedicated program integrity funding, including
OASDI, SSI, Medicare, and Medicaid effects.

According to SSA, changes in a person’s wages are a leading cause of improper payments in the Disability
Insurance and SSI programs. SSA uses a number of sources to verify wage amounts, such as pay stubs submitted by
beneficiaries, recipients, or representative payees and annual earnings data from the Internal Revenue Service.
Individuals can also report wage information electronically to SSA through its online, mobile, or telephone wage
reporting applications or my Social Security account. However, verifying wages is generally a manual process,
and SSA employees continue relying heavily on individuals to accurately report wages. SSA is working toward an
automated information exchange with payroll data providers that would automatically match against SSA records to
verify wages timely without additional manual verification.
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EXTERNAL DATA

SSA has successfully entered into data exchanges with Federal and state partners to help identify and prevent
improper payments. For example, SSA created an information exchange agreement that allows states to disclose to
the Agency account statements related to distributions and account balances of all Stephen Beck, Jr., Achieving a
Better Life Experience Act of 2014 (Pub. L. No. 113-295) accounts. The Stephen Beck, Jr., Achieving a Better Life
Experience Act of 2014 aimed to ease financial strains individuals with disabilities face by making tax-free savings
accounts available to cover qualified disability expenses. As of FY 2022, SSA had secured agreements and received
data from most states.

RECOVERY

To collect overpayments, SSA uses internal debt-collection techniques, such as payment withholding and billing, as
well as external collection techniques authorized by the Debt Collection Improvement Act of 1996 (Pub. L. No. 104-
134) for OASDI debts and the Foster Care Independence Act of 1999 (Pub. L. No. 106-169) for SSI debts. These
techniques include the Treasury Offset Program and administrative wage garnishment.

In January 2021, SSA partnered with the Department of the Treasury’s Pay.gov team to implement SSA’s first on-
line repayment option for overpaid individuals. This option allows individuals to repay overpayments via credit or
debit cards or automated clearing house transactions (that is, directly from checking or savings accounts).
Additionally, in July 2021, SSA implemented a second option to allow overpaid individuals to use their bank’s
online bill pay features to make a one-time or recurring automated clearing house draft from a bank account using a
personal computer or mobile telephone.

WHAT THE SOCIAL SECURITY ADMINISTRATION NEEDS TO DO

e Address the root causes of improper payments to prevent their occurrence.

e Expand efforts to collect data from reliable third-party sources that would aid SSA in mitigating discrepancies
that can occur when beneficiaries or recipients self-report information.

e Identify and prevent improper payments through automation and data analytics. SSA needs to use available
data to better identify changes that affect beneficiaries’ and recipients’ benefit payments.

KEY RELATED LINKS

e SSA, OIG Website - Reports related to improving the prevention, detection, and recovery of improper payments

e Federal Payment Accuracy Website — PaymentAccuracy.gov

e SSA Website — Pay an Overpayment
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RESPOND TO THE CORONAVIRUS DISEASE 2019
PANDEMIC

SSA must continue adjusting to changing health conditions and COVID-19 pandemic-related guidance as it provides
more in-person service after the re-entry to its field offices.

WHY THIS IS A CHALLENGE

In response to the COVID-19 pandemic, SSA changed the way it served its customers and evolved its service
methods as related guidance on the response to the pandemic changed. SSA has reopened its field offices to walk-
in, in-person service, which requires that SSA shift staff who had been teleworking back to the offices to provide
increased in-person service. SSA must effectively manage its shift to more in-person service, ensuring it continues
meeting changing pandemic-related guidance and ensuring the safety of its staff and customers.

CHANGING OPERATIONS

From mid-March 2020 to April 6, 2022, SSA limited its in-person field office service to appointments for certain
critical-need situations and served most of its customers through its online and telephone services. Our audit work
found that SSA had challenges during this period. We concluded SSA could not accurately account for all
employees and the public who entered its offices during the period of limited in-person service and some managers
expressed concerns about their increased work in the office and their ability to perform that work in addition to their
normal managerial duties. Some office managers believed SSA leadership prioritized the health and safety of
bargaining employees over management/non-bargaining-unit employees.

With the increased use of electronic services, SSA primarily relied on its customers to submit supporting paperwork
by mail. In July 2021, we issued an interim report to alert SSA of the exponential increases in the amounts of
incoming and outgoing mail to field offices and our concerns with the oversight and internal controls over mail
processing. We determined SSA had no performance metrics or management information on the volume of
incoming, outgoing, or pending mail. Consequently, the Agency did not have sufficient information to enable it to
adjust staffing levels to ensure mail was processed timely. SSA also lacked comprehensive policies and procedures
to track and return original documents—including driver’s licenses, birth certificates, passports, and naturalization
documents—that customers provide as proof of eligibility for benefits or an SSN card.

Each year, SSA receives and processes millions of benefit claims and requests for post-entitlement and post-
eligibility reviews. These workloads, which are addressed by SSA’s nation-wide network of field offices,
teleservice centers, and processing centers, were significantly affected by the pandemic. In April 2021, SSA’s
Commissioner reported that bottlenecks and service deterioration occurred because of the abrupt changes in SSA’s
operations. Other audit work concluded that SSA received and processed fewer OASDI and SSI claims during the
COVID-19 period of April 2020 to March 2021 compared to the prior-year period (April 2019 to March 2020).
While SSA received fewer of these claims, the pending levels for these workloads increased.

FIELD OFFICE RE-ENTRY

On April 7, 2022, SSA resumed walk-in, in-person services in its field offices. To handle this, SSA reduced the
amount of telework provided to staff, most of whom had moved to full telework in March 2020 in response to the
pandemic. SSA continued allowing employees to telework 2 days a week to ensure a sufficient capacity in offices.
At the same time, SSA saw an increase in the number of employees who requested reasonable accommodations to
delay their re-entry to the field offices.

Because of health and safety protocols related to COVID-19, such as limited lobby space to maintain social
distancing and prescribed office capacity, SSA offices may not have been able to accommodate all customers in its
office lobbies. The media reported long customer wait times and lines outside of some SSA office buildings where

SSA’s FY 2022 AGENCY FINANCIAL REPORT 147


https://oig.ssa.gov/assets/uploads/a-15-21-51103.pdf
https://oig.ssa.gov/audit-reports/2021-07-29-audits-and-investigations-audit-reports-interim-report-social-security-administrations-processing/
https://oig.ssa.gov/assets/uploads/a-05-21-51062.pdf

customers were exposed to harsh weather conditions, such as extreme heat. The media further reported that SSA
advised people to make appointments for field office visits over the telephone or online, but some customers
claimed their attempts to contact SSA to make an appointment were unsuccessful.

PROGRESS THE SOCIAL SECURITY ADMINISTRATION HAS MADE

CHANGING OPERATIONS

In response to concerns about its mail processing, SSA released an action plan in August 2021 and a Business
Process Document for handling mail in September 2021. SSA’s plan: (1) outlined timeliness metrics for processing
mail received and returning primary evidence documents; (2) required that offices account for all mail and track
certain major workloads; and (3) required that regional offices monitor the status of mail handling in their region
and implement remediation plans for offices not meeting the metrics.

To address declining claim submissions, in March 2022, SSA implemented a new electronic option that enables
individuals and third parties to express their intent to file for SSI and other benefits. This tool protects the earliest
date SSA may use to pay benefits if applicants are eligible for SSI or Social Security benefits. Additionally, SSA is
working to streamline its SSI application so it can be accessible online.

To address the decline in SSI claim receipts during the pandemic, SSA established a new priority goal to improve
equity in its SSI program through increased outreach and improved benefit delivery. To that end, SSA used targeted
outreach and media campaigns to raise awareness about its benefit programs to eligible groups, including homeless
individuals, seniors, children, and adults with disabilities.

FIELD OFFICE RE-ENTRY

In August 2022, the Chairman and Ranking Member of the House Committee on Ways and Means requested a
response from SSA on the long lines outside the Agency's field offices and how the Agency was responding to long
customer wait times and exposure to the weather. SSA responded that, for those offices with visitors who needed to
wait outside, it provided access to its bathrooms and water fountains and, when possible, added outdoor canopies
and fans. SSA further noted it reconfigured its waiting areas to allow more people to enter its air-conditioned
offices. SSA also expanded the use of mobile check-in for customers with appointments and notified them on their
mobile telephones when it was ready to serve them, allowing the customers to wait in their vehicles or nearby
facilities.

SSA updates its Workplace Safety Plan to incorporate the latest guidance from the Centers for Disease Control and
Prevention and the Occupational Safety and Health Administration on protecting workers. For example,

in September 2022, SSA updated the Plan to note that members of the public seeking service or benefits who are
fully vaccinated will not be required to social distance while awaiting service, and those not fully vaccinated will be
advised to distance from others while waiting. However, the Plan further noted that SSA will not ask individuals
seeking a public service or benefit about their vaccination status.

SSA’s Website provides information to the public on what it can expect when it visits a field office. Per the
Website, everyone must wear a face mask, and the public may be asked to wait outside because space in the offices
may be limited. The Website further advises that individuals who do not have an appointment should expect long
lines, especially during the busiest times, such as Mondays and the first week of the month.

WHAT THE SOCIAL SECURITY ADMINISTRATION NEEDS TO DO

e Keep the public and its employees aware of the status of the COVID-19 Workplace Safety Plan 2.2 and how it
plans to provide customer service safely during the re-entry process.

e Continue addressing the decline in OASDI and SSI claims.

e Pursue automation and other options to improve mail intake and processing.
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e Expand capabilities for employees and the public to securely correspond electronically.

e Update the policies and business processes needed to ensure the security of, and reduce reliance on, original
documents customers mail to SSA as proof of eligibility for benefits or an SSN card.

e Continue to address the long wait times for customers waiting outside of SSA offices due to health and safety
protocols for COVID-19, including addressing customers’ reported inability to successfully schedule
appointments over the telephone or online.

KEY RELATED LINKS

e SSA, OIG Website — Reports related to the COVID-19 pandemic
e SSA Website — Coronavirus (COVID-19) Updates
e SSA Website — COVID-19 Workplace Safety Plan 2.2
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OTHER REPORTING
REQUIREMENTS

PAYMENT INTEGRITY

OVERVIEW

We are committed to ensuring we issue accurate payments to eligible individuals at the right time. We take
seriously our responsibilities to ensure eligible individuals receive the benefits to which they are entitled, and to
safeguard the integrity of benefit programs to better serve recipients. Our internal quality reviews, which are
validated by a third-party auditor, indicate that our fiscal year (FY) 2021 Old-Age, Survivors, and Disability
Insurance (OASDI) benefit payments were 99.83 percent free of overpayment, and 99.95 percent were free of
underpayment. For the same year, 92.83 percent of all Supplemental Security Income (SSI) payments were free of
overpayment, and 98.45 percent were free of underpayment. FY 2022 data is not yet available.

While our payment accuracy rates, including both overpayments and underpayments, are high, even small error rates
add up to substantial improper payment amounts given the magnitude of the benefits we pay each year. For
instance, in FY 2021, we issued over $1 trillion in benefit payments. Our combined overpayments (OP) and
underpayments (UP) for OASDI totaled approximately $2.49 billion. The combined overpayments and
underpayments for SSI totaled approximately $4.91 billion. With each tenth of a percentage point in payment
accuracy representing about $1.128 billion in OASDI and $56.2 million in SSI program outlays, we are focused on
combatting the leading causes of improper payments and improving program integrity to protect taxpayer dollars.

As good stewards, we continue to look for ways to do business better by addressing the root causes of improper
payments and improving payment accuracy. We are committed to continually improving the administration of our
programs and working to identify and address potential inequities.

BACKGROUND

Our program integrity workloads are critical to ensuring efficient programs and accurate payments in our Old-Age
and Survivors Insurance (OASI), Disability Insurance (DI) (referred to as OASDI when discussing them in
combination), SSI, and Administrative Payments programs. As good stewards of our resources and taxpayer funds,
these workloads help ensure eligible individuals receive the benefits to which they are entitled and safeguard the
integrity of benefit programs to better serve recipients by confirming eligibility and preventing fraud. We remain
focused on the integrity of our programs, including minimizing improper payments (IP). “Ensure Stewardship of
SSA Programs” is a Strategic Goal in our Agency Strategic Plan for Fiscal Years (FY) 2022-2026. Each year, we
report IP findings, both OPs and UPs, from our stewardship reviews of the nonmedical aspects of the OASDI and
SSI programs. Regarding the medical aspects of our disability programs, we conduct continuing disability reviews
(CDR) to determine whether disability beneficiaries continue to meet the programs’ medical criteria. Terminating
disability benefits after a CDR does not necessarily mean that the original determination was incorrect; it means the
beneficiary’s medical condition has improved and the beneficiary no longer meets our definition of disability.
Therefore, we consider the benefits received before improvement to be proper.

On March 2, 2020, S. 375, the Payment Integrity Information Act of 2019 (PIIA) was signed into law. This law
changed government-wide IP reporting requirements by repealing and replacing the Improper Payments Information
Act of 2002, the Improper Payments Elimination and Recovery Act of 2010, the Improper Payments Elimination and
Recovery Improvement Act of 2012, and the Fraud Reduction and Data Analytics Act of 2015. On March 5, 2021,
the Office of Management and Budget (OMB) published a revised version of OMB Circular No. A-123, Appendix
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C, Requirements for Payment Integrity Improvement, to implement the provisions of PIIA. The goal of the revised
version of OMB Circular A-123, Appendix C is to transform the payment integrity compliance framework and
create a more comprehensive and meaningful set of requirements to allow agencies to spend less time complying
with low-value activities and more time researching the underlying causes of IPs, balancing payment integrity risks
and controls, and building the capacity to help prevent future IPs.

In accordance with OMB guidelines, we report as improper those payments that resulted from:

e  Our mistake in computing the payment;
e Qur failure to obtain or act on available information affecting the payment;
e A beneficiary’s failure to report an event; or

e A beneficiary’s incorrect report.

Effective FY 2021, all programs with annual outlays over $10,000,000 will fall into one of two possible
classifications: Phase 1 or Phase 2.

Programs that are not likely to have an annual amount of IPs plus annual unknown payments above the statutory
threshold (which is either (a) both 1.5 percent of program outlays and $10,000,000 of all program payments made
during the fiscal year, or (b) $100,000,000) are referred to as being in Phase 1. Per this definition, our
Administrative Payments program is considered to be in Phase 1 for OMB reporting purposes. If a program in
Phase 1 determines that it is likely to annually make IPs plus unknown payments above the statutory threshold then
the program will move into Phase 2 the following year. Once in Phase 2 a program will have additional
requirements such as reporting an annual IP and unknown payment estimate. Our OASDI and SSI programs are
considered to be in Phase 2 for OMB reporting purposes. Information about the IPs, root causes, and corrective
actions in our programs can be found on PaymentAccuracy.gov.

In addition, a Phase 2 program that reports IPs resulting in monetary loss in excess of $100,000,000 annually is
considered a High-Priority program. Our OASDI and SSI programs meet the definition of High-Priority programs.
This report provides a summary of our payment integrity activities and results for our High-Priority programs.
There were no changes in payment integrity methodology for the reporting period. The information presented in
this report complies with the guidance provided in OMB Circular No. A-123, Appendix C, Requirements for
Payment Integrity Improvement, and OMB Circular No. A-136, Financial Reporting Requirements.
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OASDI IMPROPER PAYMENTS

OASDI IMPROPER PAYMENT EXPERIENCE

Based on our stewardship reviews, we estimate that we paid approximately $1.1 trillion to OASDI beneficiaries in
FY 2021. Of that total, we estimate $2.0 billion were OPs, representing approximately 0.17 percent of outlays. We
estimate that UPs during this same period were $0.5 billion, the equivalent of approximately 0.05 percent of outlays.
The following table shows our estimated IPs in the OASDI program broken out by OMB’s IP cause categories.

OASDI IMPROPER PAYMENTS

FY 2021
(DOLLARS IN MILLIONS)

Percent
Dollars of
Outlays
Outlays $1,127,518.99
Proper Payments $1,125,028.01 99.78%
Improper Payments $2,490.98 0.22%
Overpayments $1,972.26 0.17%
Within agency control $1,523.29 0.14%
Data does not exist $0.00 0.00%
Inability to access data $0.00 0.00%
Failure to access data $1,523.29 0.14%
Outside agency control $448.97 0.04%
Data does not exist $0.00 0.00%
Inability to access data $448.97 0.04%
Failure to access data $0.00 0.00%
Non-Monetary Loss $518.72 0.05%
Underpayments $518.72 0.05%
Data does not exist $0.00 0.00%
Inability to access data $49.40 0.00%
Failure to access data $469.34 0.04%
Technically Improper Payment $0.00 0.00%
Unknown Payments $0.00 0.00%
Improper Payments + Unknown Payments $2,490.98 0.22%

Notes:

1. Outlay and IP amounts are for FY 2021. They represent estimated amounts from the annual stewardship reviews and may vary from
actual amounts. FY 2022 data will be available in the summer of FY 2023.

2. There may be slight variances in the dollar amounts and percentages reported on PaymentAccuracy.gov due to rounding of source
data. We derive percentages from unrounded source data.

3. Totals may not equal the sum of amounts due to rounding.
4. OMB Circular No. A-123, Appendix C, Requirements for Payment Integrity Improvement, defines IP cause categories.
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OASDI IMPROPER PAYMENT CAUSES AND CORRECTIVE ACTIONS

Our stewardship review findings over the last five years show that the major causes of OPs in the OASDI program
are beneficiaries’ employment activity, referred to as substantial gainful activity (SGA), and errors in computations.
The major cause of UPs is errors in computations. Below, we discuss corrective actions for these major causes.
Additional information about the IPs, root causes, and corrective actions in the OASDI program can be found on
PaymentAccuracy.gov.

SUBSTANTIAL GAINFUL ACTIVITY

Description:

SGA is continuously the leading cause of OPs in the OASDI program. When disability beneficiaries work, several
factors determine whether they can continue to receive monthly benefits. Beneficiaries’ failure to report earnings in
a timely manner accounts for 83 percent of SGA-related IPs and our failure to take the proper actions to process
work reports accounts for the remainder.

Payment errors based on SGA correspond to the following OMB IP cause categories in the OASDI Improper
Payments table: Overpayments/Within agency control/Failure to access data; and Overpayments/Outside agency
control/Inability to access data.

Total projected OP deficiency dollars for FY 2017 through FY 2021: $4.5 billion

Annual average: $0.9 billion
Corrective Actions:

We take seriously our responsibilities to ensure the right payments are made to individuals, and we are exploring
administrative actions that will make it easier to report wages, as well as ways we can obtain real time wage data to
reduce IPs. We are taking the following actions to address IPs related to SGA:

e Payroll Information Exchange (PIE):

Beneficiaries’ failure to report work currently accounts for 83 percent of IPs related to SGA. To reduce the
reliance on self-reporting of wages, we are developing new wage reporting tools, such as an information
exchange with commercial payroll providers. We implemented the first phase of the Bipartisan Budget Act
of 2015 section 824, now referred to as PIE. In September 2017, we began collecting and storing
authorizations from SSI and DI applicants and beneficiaries to obtain wages via the information exchange.
In September 2019, we awarded a contract to Equifax. In September 2020, we built the data exchange and
the Wage and Employment Information repository to house wages received via PIE from payroll data
providers and myWageReport (myWR). In March 2021, we developed the capacity to implement SSI and
some DI automation measures that will allow the wages received via PIE to post to the SSI and DI records.
In FY 2022, we refined the business process to automate wage data obtained from Equifax and are working
on updating our regulations. We are conducting planning and analysis to develop automated employer
participation notices and a Limited Issue reminder to address incoming wage and employment information
that does not automatically post to the records, which are scheduled for implementation in FY 2023.

e CDR Product:

The Field Office Disability Modernization project, which includes the CDR Product (which replaces the
eWork legacy system), will modernize and streamline the work CDR process to increase efficiencies and
reduce IPs. A work CDR is a review of the eligibility requirements regarding whether a disabled
beneficiary is engaging in SGA. The multifaceted product is comprised of four separate workstreams,
across several component business and systems sponsors. We implemented the consolidated wage page,
which displays wages and other claimant data from multiple agency sources. Field office technicians can
review relevant wage data sources in one location to perform their work on CDR analysis.
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e myWR:

Section 826 of the Bipartisan Budget Act of 2015 required the Commissioner to establish and implement a
system permitting DI beneficiaries to report their earnings electronically. In September 2017, we released
the myWR online application, which allows DI beneficiaries and representative payees to report wages to
us and provides a receipt for the report that the reporter can view, print, and save. DI self-reporters and
their representative payees can report wages that occurred within a two-year timeframe from the reporting
date. In June 2018, we added functionality to myWR that allows SSI and concurrent (SSI and DI) wage
reporting. In FY 2020, we developed a training video for the public including information about the
importance of creating a my Social Security account, how to submit wages using myWR, who can report,
and reminders on reporting responsibilities. We shared the video with the public via digital and social
media outlets (e.g., YouTube) to promote the use of telephone wage reporting, mobile wage reporting, and
myWR. In November 2020, we added the video link to monthly email reminders to participants in myWR.
We promote further use of myWR on social media. In FY 2022, we added the training video to our
Instagram, Twitter, and Facebook social media accounts, and on Social Security TV in field office
reception areas. We are working on a new wage reporting video to promote the three reporting options,
myWR through the my Social Security portal, SSA Mobile Wage Reporting, and SSI Telephone Wage
Reporting, on our social media outlets. The new video will be available in the first quarter of FY 2023.

e  WorkSmart:

WorkSmart is a tool that identifies DI beneficiaries whose earnings put them at risk of being overpaid. We
created the Work Smart project to reduce and prevent IPs and complete work CDRs more efficiently by
identifying earnings earlier, identifying cases that have earnings above SGA and are still receiving benefits,
and prioritizing cases that are most likely to end in an SGA cessation.

COMPUTATIONS
Description:

Errors in computations are a major cause of OASDI OPs and UPs. We determine a person’s benefit amount based
on several factors, including age, earnings history, and the type of benefit awarded. Inaccurate information and
administrative mistakes can cause errors in calculating benefits.

Payment errors based on computations correspond to the following OMB IP cause categories in the OASDI
Improper Payments table: Overpayments/Within agency control/Failure to access data; Overpayments/Outside
agency control/Inability to access data; Underpayments/Inability to access data; and Underpayments/Failure to
access data.

Total projected OP and UP deficiency dollars for FY 2017 through FY 2021: $3.3 billion
Annual average: $0.7 billion

Corrective Actions:
We are taking the following actions to address IPs related to Computations:

e Automation:

In FY 2021, we rolled out UIPath, which is a new software for creating automated “robotic” programs that
will perform routine or repetitive tasks. Robotic Processing Automation (RPA), or “BOTs,” are available
to Processing Center technicians to assist with processing manual awards or post entitlement actions. Since
January 2021, five BOTs were placed into production. Use of the BOTs reduces keystrokes and manual
coding, and detects exceptions and alerts before they occur. In FY 2023, we plan to enhance the existing
RPA scripts and begin development and implementation of a series of BOTs that will automate
computations and input of complex and error prone windfall offset payments.

154 SSA’s FY 2022 AGENCY FINANCIAL REPORT


http://www.ssa.gov/myaccount/
http://www.ssa.gov/myaccount/
http://www.ssa.gov/myaccount/
http://www.ssa.gov/myaccount/
http://www.ssa.gov/myaccount/
http://www.ssa.gov/myaccount/

e Evaluation:

The Windfall Elimination Provision (WEP) applies when the wage earner receives Social Security
retirement or disability benefits, and also is entitled to a pension based on non-covered work. Non-covered
pensions are paid by employers that do not withhold Social Security taxes and may be based on earnings
from employment in the United States or another country.

The Government Pension Offset (GPO) provision adjusts Social Security spouses or widow(er)’s benefits
for those who receive a non-covered pension from a Federal, State, or local government in the United
States. When GPO applies, the Social Security monthly benefit amount is reduced by two-thirds of the
amount of the non-covered government pension.

We developed a comprehensive corrective action plan to address multiple underlying causes of WEP and
GPO IPs. In August 2020, we released a systems enhancement that removed a WEP exclusion from the
Modernized Claims System to prevent its misapplication. In FY 2022, we monitored the progress of the
completed corrective actions. We developed a logic model framework to measure the effectiveness of
completed corrective action that includes establishing benchmarks to evaluate the corrective actions,
assessing the impact, if possible, and determining whether additional mitigation activities are necessary.
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SSI IMPROPER PAYMENTS

SSI IMPROPER PAYMENT EXPERIENCE

Based on our stewardship reviews, we estimate that we paid approximately $56.3 billion to SSI recipients in

FY 2021. Of that total, we estimate $4.0 billion were OPs, representing approximately 7.17 percent of outlays. We
estimate that UPs during this same period were $0.9 billion, the equivalent of approximately 1.55 percent of outlays.
The following table shows our estimated IPs in the SSI program broken out by OMB’s IP cause categories.

SSI IMPROPER PAYMENTS

FY 2021°
(DOLLARS IN MILLIONS)

Percent
of

Outlays

Outlays $56,271.12
Proper Payments $51,365.11 91.28%
Improper Payments $4,906.01 8.72%
Overpayments $4,032.52 717%
Within agency control $265.01 0.47%
Data does not exist $0.00 0.00%
Inability to access data $0.00 0.00%
Failure to access data $265.01 0.47%
Outside agency control $3,767.51 6.70%
Data does not exist $465.05 0.83%
Inability to access data $3,302.45 5.87%
Failure to access data $0.00 0.00%
Non-Monetary Loss $873.49 1.55%
Underpayments $873.49 1.55%
Data does not exist $398.94 0.71%
Inability to access data $299.39 0.53%
Failure to access data $175.17 0.31%
Technically Improper Payment $0.00 0.00%
Unknown Payments $0.00 0.00%
Improper Payments + Unknown Payments $4,906.01 8.72%

Notes:

1. Outlay and IP amounts are for FY 2021. They represent estimated amounts from the annual stewardship reviews and may vary from
actual amounts. FY 2022 data will be available in the summer of FY 2023.

2. There may be slight variances in the dollar amounts and percentages reported on PaymentAccuracy.gov due to rounding of source
data. We derive percentages from unrounded source data.

3. Totals may not equal the sum of amounts due to rounding.

4. OMB Circular No. A-123, Appendix C, Requirements for Payment Integrity Improvement, defines IP cause categories.
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SSI IMPROPER PAYMENT CAUSES AND CORRECTIVE ACTIONS

Our stewardship review findings over the last five years show that the major causes of OPs in the SSI program are
changes in financial accounts, wages, and in-kind support and maintenance (ISM), whether because of beneficiaries’
failure to report or our failure to update benefits in a timely manner. The major cause of UPs is changes to ISM due
to beneficiaries’ failure to report or our failure to update benefits in a timely manner. Below, we discuss corrective
actions for these major causes. Additional information about the IPs, root causes, and corrective actions in the SSI
program can be found on PaymentAccuracy.gov.

FINANCIAL ACCOUNTS
Description:

The leading cause of SSI OPs is financial accounts with countable resources in excess of the allowable resource
limits. When an applicant, recipient, or deemor has financial accounts with values exceeding the allowable resource
limits, these accounts may result in periods of SSI ineligibility.

We use the Access to Financial Institutions (AFI) tool to verify financial accounts. For institutions that do not
participate in AFI, we request bank information from the individual. AFT effectively detects unknown (unreported)
accounts and identifies excess amounts in known accounts. However, because it works retroactively by providing
current and past monthly balances, it is more of a detection tool than an IP prevention tool.

Payment errors based on financial accounts correspond to the following OMB IP cause categories in the SSI
Improper Payments table: Overpayments/Within agency control/Failure to access data; and Overpayments/Outside
agency control/Inability to access data.

Total projected OP deficiency dollars for FY 2017 through FY 2021: $7.1 billion
Annual average: $1.4 billion

Corrective Actions:
We are taking the following actions to address IPs related to Financial Accounts:

e Non-medical Redeterminations (RZ)/Limited Issues (LI):

Conducting non-medical SSI RZs ensures recipients receive the correct benefit amounts. An RZ is a
complete review of a recipient’s or couple’s non-medical eligibility factors (resources, income, and living
arrangements) to determine whether the recipient or couple has remained eligible since the time of the
previous decision, is still eligible for SSI, and has been receiving and will continue to receive the correct
SSI payment amount. To ensure the most cost-effective investment of agency resources, we use an
automated method to identify cases for RZ most likely to incur OPs. In FY 2022, we completed more than
2,200,000 SSI non-medical RZs and LIs. An LI is a review of a specific issue or event related to a
recipient’s or couple’s non-medical eligibility factors to determine whether the recipient or couple is still
eligible for and receiving the correct SSI payment.

e Systems Enhancements:

We are investing in information technology (IT) modernization to provide our employees with user-
friendly systems and tools to better service the public.

A few times a year, we issue SSI payments prior to the first of the month for which they are due. This
occurs whenever the first of the month falls on a non-Federal workday (e.g., Saturday, Sunday, or Federal
holiday). Early deposited benefits (EDB) can adversely affect SSI eligibility if we do not properly exclude
the early deposit from the first of the month balance. In October 2020, we implemented two EDB-related
enhancements to the SSI Claims System. The first enhancement alerts field office technicians that EDB
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may need to be excluded, and the second enhancement provides a link to the SSI Claims Financial
Institutions page.

We must provide a single unified process for benefits applications to assist our frontline employees in
better serving the public. The Consolidated Claims Experience (CCE) will be a single-entry point for
employees to process all agency benefits. CCE includes eligibility screening, initial claims intake
processing, and post-entitlement activities. CCE will automate computations, reduce manual actions, assist
in the identification of potential or missed entitlements, and include dynamic pathing and policy references
within the application. In FY 2022, there were two CCE releases in the SSI program to include dynamic
path, add policy references, and minimize some manual actions. Currently, only SSI is available in CCE
with additional claim types (i.e., OASDI and Title 18) to be added in future releases.

e Policy/Training Efforts:

We will pursue workflow adjustments, policy and notice changes, training and reminders for technicians,
and automation solutions to improve accuracy. In FY 2022, we clarified policy regarding documentation of
direct deposit accounts to ensure that technicians record direct deposit accounts reflected on agency records
in the SSI Claims System.

WAGES
Description:

For more than a decade, wage discrepancies have been one of the leading causes of SSI OPs and UPs. Wage
discrepancies occur when the recipient or his or her deemor has actual wages that differ from the wage amount we
used to calculate the SSI payment, either because the beneficiary failed to report a change, or we failed to make
changes to benefits in a timely manner.

Payment errors based on wages correspond to the following OMB IP cause categories in the SSI Improper Payments
table: Overpayments/Within agency control/Failure to access data; Overpayments/Outside agency control/Inability
to access data; Underpayments/Inability to access data; and Underpayments/Failure to access data.

Total projected OP and UP deficiency dollars for FY 2017 through FY 2021: $6.2 billion
Annual average: $1.2 billion

Corrective Actions:
We are taking the following actions to address IPs related to wages:

e PIE:

Please see our discussion of PIE under Corrective Actions for Substantial Gainful Activity in the OASDI
Improper Payment Causes and Corrective Actions section.

e myWR:

Please see our discussion of myWR under Corrective Actions for Substantial Gainful Activity in the
OASDI Improper Payment Causes and Corrective Actions section.

e Non-medical RZs/LIs:

Please see our discussion of non-medical RZs/LIs under Corrective Actions for Financial Accounts in the
SSI Improper Payment Causes and Corrective Actions section.
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IN-KIND SUPPORT AND MAINTENANCE
Description:

Over the past 5 years, ISM has been the third leading cause of OPs and the leading cause of UPs. When processing
initial claims and post-entitlement reviews, we ask questions to help us determine if recipients are paying their share
of household expenses. If recipients are not paying their pro rata share, we generally count the difference between
the pro rata share amount and the actual contribution as income to the recipient in the form of ISM. ISM can be in
the form of food, shelter, or both from family, friends, or other third-party sources. SSI recipients and their
representative payees are required to notify the agency when a change occurs in household expenses, contributions,
or composition. Failure to report or delays in reporting household changes are the primary causes of OP and UP
related to ISM. Unlike financial accounts and wages, the agency has no alternative way to obtain information on
changes that affect ISM. We rely on reports from recipients and representative payees, who must report ISM
changes (e.g., living arrangements) by phone, mail, or in person within ten days after the end of the month when the
event happened.

Payment errors based on ISM correspond to the following OMB IP cause categories in the SSI Improper Payments
table: Overpayments/Within agency control/Failure to access data; Overpayments/Outside agency control/Data does
not exist; Underpayments/Data does not exist; Underpayments/Inability to access data; and Underpayments/Failure
to access data.

Total projected OP and UP deficiency dollars for FY 2017 through FY 2021: $2.8 billion
Annual average: $0.6 billion

Corrective Actions:
We are taking the following actions to address IPs related to ISM:

e Policy Clarifications:

We review ISM-related operating instructions and related statutes and regulations to simplify our
processes. Based on our reviews, we issue periodic reminders and policy clarifications, as needed.

e Sub Regulatory Change:

When living in the household of another, SSI claimants may be charged ISM unless they are paying their
share of expenses. Our policy includes a tolerance that prevents us from assessing ISM if a claimant is
within a specific dollar amount of meeting their pro rata share. In October 2021, we increased the

$5 tolerance, set in the 1970s, to $20.

e Regulatory Change:

The processes and policies as well as statutory and regulatory requirements to administer ISM are
complicated and pose challenges in the administration of our programs. We previously revised our rules to
stop counting the value of clothing given to SSI recipients as ISM. We are currently developing a
regulation that will stop counting the value of food given to SSI recipients as ISM. We will continue to
identify additional regulatory changes that would reduce IPs related to ISM.
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ENTITLEMENT REVIEWS AND OFFICE OF THE INSPECTOR
GENERAL ANTI-FRAUD ACTIVITIES

We are committed to improving financial management by preventing fraudulent and IPs (see the Payment Integrity
section for more information). Section 206 (g) of the Social Security Independence and Program Improvements Act,
Public Law 103-296, requires us to report annually on the extent to which we reviewed cases of entitlement to
monthly OASI and DI benefits (referred to as OASDI when discussing them in combination) and SSI payments; and
the extent to which the cases we reviewed were those that involved a high likelihood or probability of fraud.

ENTITLEMENT REVIEWS

Entitlement reviews help ensure that continued monthly payments are correct. We select cases and undertake
reviews, both prior to and after effectuation of payment, to ensure that development procedures and benefit awards
are correct.

Due to the Coronavirus Disease 2019 (COVID-19) pandemic, we discontinued all quality assurance samples for the
third quarter of FY 2020. For CDRs, we discontinued the sample for the third and fourth quarters of FY 2020. As a
result, the initial and reconsideration data include only cases reviewed during the first, second, and fourth quarters of
FY 2020. The FY 2020 CDR data include only reviews completed during the first and second quarters of FY 2020.
We resumed regular CDR sampling in the first quarter of FY 2021.

We conduct the following major entitlement reviews:

DISABILITY QUALITY ASSURANCE REVIEWS

We perform quality assurance reviews of random samples of disability determination services (DDS) determinations
to measure our level of accuracy against standards mandated by the regulations. We review initial claims, requests
for reconsideration, and determinations of continuing eligibility prior to the effectuation of the DDS determinations.
The following table shows the quality assurance accuracy rates for FY 2018 through FY 2022.

QUALITY ASSURANCE REVIEWS
\ FY 2022 \ FY 2021 FY 2020 FY 2019 FY 2018

Percent of State DDS decisions to
allow or continue not returned to the 96.87% 96.62% 96.62% 97.23% 97.35%
DDS offices for correction

Number of cases reviewed 40,251 40,295 29,588 34,915 32,286

Number of cases returned to the
DDS offices due to error or inadequate 1,259 1,360 1,001 967 857
documentation
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DI PRE-EFFECTUATION REVIEWS

We also perform pre-effectuation reviews of favorable DI and concurrent DI/SSI initial and reconsideration
determinations using a risk profiling system to select cases for review. This profiling system helps ensure the
cost-effectiveness of pre-effectuation reviews, and it satisfies the legislative requirement that the cases we review
are those that are most likely to be incorrect. We also review a sufficient number of CDR continuance
determinations to ensure a high level of accuracy in those cases. The following table shows the DI pre-effectuation

accuracy rates for FY 2018 through FY 2022.

DI PRE-EFFECTUATION REVIEWS

documentation

FY 2022 FY 2021 ‘ FY 2020 FY 2019 FY 2018
Percent of State DDS decisions to
allow or continue not returned to the 95.03% 94.65% 95.23% 95.26% 95.46%
DDS offices for correction
Number of cases reviewed 252,245 238,616 268,569 266,474 255,200
Number of cases returned to the
DDS offices due to error or inadequate 12,538 12,761 12,810 12,641 11,585

SSI PRE-EFFECTUATION REVIEWS

Following legislation enacted in February 2006, we began pre-effectuation reviews of favorable SSI initial and
reconsideration adult determinations. As in DI cases, we use a profiling system to select cases for review.
The following table shows the SSI pre-effectuation accuracy rates for FY 2018 through FY 2022.

SSI| PRE-EFFECTUATION REVIEWS

documentation

FY 2022 FY 2021 ‘ FY 2020 FY 2019 FY 2018
Percent of State DDS decisions to allow
not returned to the DDS offices for 96.52% 96.27% 96.07% 96.47% 96.65%
correction
Number of cases reviewed 81,333 86,779 94,105 105,729 98,540
Number of cases returned to the
DDS offices due to error or inadequate 2,834 3,239 3,696 3,734 3,297

CONTINUING DISABILITY REVIEWS

Periodic CDRs are a key activity in ensuring the integrity of the disability program. Through CDRs, we determine
whether beneficiaries continue to meet our medical standards for disability. We also conduct a quality review of
those decisions. The following table shows the CDR accuracy rates for FY 2018 through FY 2022.

CDR AcCCURACY
FY 2022 FY 2021 FY 2020 FY 2019 FY 2018
Overall accuracy 96.9% 96.5% 96.8% 96.7% 96.9%
Continuance accuracy 98.1% 97.7% 97.6% 97.9% 98.0%
Cessation accuracy 92.3% 92.3% 93.2% 92.0% 92.9%
161
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OASDI AND SSI QUALITY ASSURANCE REVIEWS

Quality assurance reviews assess the accuracy of benefit payments. The following tables show the OASDI and
SSI accuracy rates for FY 2018 through FY 2021. Data for FY 2022 are not available at this time. We will report
the FY 2022 data in our FY 2023 Agency Financial Report (AFR).

OASDI Accuracy

FY 2022 FY2021  FY2020 FY2019  FY 2018

Overpayment accuracy Data nolYel | 99.83% | 0083% | 99.80% | 99.77%

Underpayment accuracy D:fgirl‘;’géet 99.95% | 99.94% | 99.95% | 99.95%
SSI ACCURACY

FY 2022 FY2021 FY2020 FY2019  FY 2018

Overpayment accuracy Dg:/a;irl];)tt)l)éet 92.83% 91.24%" 91.87% 91.77%

Underpayment accuracy Dgf;irl‘;’géet 98.45% | 98.67% | 98.72% | 98.52%

Notes:
1. The FY 2021 AFR incorrectly stated the FY 2020 SSI overpayment accuracy rate was 91.25% due to a minor issue in the error
tabulation. The rate has been corrected in this AFR.

SSI| REDETERMINATIONS

SSI redeterminations are periodic reviews of non-medical factors to ensure that a recipient remains eligible for
SSI payments and that we have paid and will continue to pay the recipient the correct amount. The following table
shows the number of SSI redeterminations we completed for FY 2018 through FY 2022.

SSI REDETERMINATIONS
(IN MILLIONS)

FY 2022 FY 2021 FY 2020 FY 2019 FY 2018

Number of redeterminations completed 2.20 2.37 2.15 2.67 2.91
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THE OFFICE OF THE INSPECTOR GENERAL’S ANTI-FRAUD ACTIVITIES

In FY 2022, we worked with our Office of the Inspector General (OIG), the U.S. Department of Justice, and other
Government agencies on cases involving fraud, waste, and abuse as part of our fraud detection and prevention
program for safeguarding our assets. In FY 2021, due in part to a widespread imposter scam, OIG received a
higher-than-normal volume of allegations. Relative to FY 2021, this fiscal year, we noted an almost 90 percent
decrease in the number of imposter scam allegations. The following charts provide information from our OIG
concerning fraud and other allegations and cases in FY 2022.

Total Allegations by Category

Source of All Allegations

FY 2022 FY 2022
Imposter SSI-DI and Law
Scam Aged __Enforcement
Allegations 23,023 2,655
Received OASI Beneficiaries

30,850
67,101 Private 12,881
Threats/ Citizens SSA & DDS
146,419
Employee Employees
Safety & 40,185
2 mployee-
3,966 Related Public
3,537 Agencies
SSN* and Other
Misuse Anonymous  Sources
36,693 34,317 873

*Social Security Number

Disposition of All Cases
FY 2022

Cases Opened

Cases Closed

Persons Presented to US Attorney*

Persons Accepted by US Attorney*

Persons Declined by US Attorney*

Judicial Actions 14

Cases Pending

*These metrics are independent of one another. Therefore, persons recorded as declined or accepted
during the reporting year may have been presented during a prior year. Similarly, persons presented
during the reporting year may not yet have been recorded as declined or accepted.

CIvVIiL MONETARY PENALTY ADJUSTMENT FOR INFLATION

The Social Security Act authorizes the Commissioner to impose a civil monetary penalty (CMP) for certain specific
violations. Section 1129 of the Social Security Act authorizes a CMP against anyone who makes any material false
statements or representations to the agency or knowingly withholds a material fact from the agency, to obtain or
retain benefits or payments under Titles II, VIII, or XVI of the Social Security Act. A CMP may also be imposed
against representative payees for the wrongful conversion of Social Security payments entrusted to their care.

Section 1140 of the Social Security Act authorizes a CMP to protect the public from advertisements, solicitations,
and other communications (including Internet websites and scam telephone calls) that may convey the false
impression that we approved, endorsed, or authorized the communication. Section 1140 also prohibits the
reproduction and sale of Social Security publications and forms without our authorization and places restrictions on
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the charging for services that we provide to the public without charge. The Commissioner delegated authority to
enforce our CMP program to the Inspector General.

The Federal Civil Penalties Inflation Adjustment Act Improvements Act of 2015 expanded the categories of penalties
that require adjustment for inflation to include CMPs under the Social Security Act and requires agencies to: (1) use
an interim final rulemaking to adjust the level of CMPs in 2016 with an initial “catch-up” adjustment; (2) continue
to make annual adjustments in future years; and (3) report on these adjustments annually. As required, we are
providing information on our current CMPs; these amounts include the initial “catch-up” and annual adjustments.
We will continue to make annual adjustments in future years and report on these adjustments annually.

CiviL MONETARY PENALTY ADJUSTMENTS

Last Year of Current Current
Statutory Penalt Year Adjustment Penalty Penalt Sub-Agency/ Location for Penalty
Authority y Enacted | (via statute Date of L y Bureau/Unit Update Details
. . evel
or regulation) Adjustment
Section 206 (b), Flagrant
Social Security Violation
Independence (Section 1129
and Program of the Social 86 Federal Register
Improvements | Security Act, | 19°% 2022 01/15/2022 | $0-§9.250 | SSA/OIG 73839 (Dec. 2021)
Act of 1994, P. L. 42 U.S.C.
103-296, 108 1320a-
Stat. 1509 8(a)(1))
Flagrant
Section 813 (c), Violation
Bipartisan (Section 1129
Budget Act of of the Social 86 Federal Register
2015, Security Act, 2015 2022 01/15/2022 $0-$8,723 SSA/OIG 73839 (Dec. 2021)
P. L. 114-74, 42 U.S.C.
129 Stat. 603 1320a-
8(a)(1))
Section 428 (a), F!agrgnt
. Violation
Medicare .
. (Section 1140
Coverage Actof | O1he Sovial | oo 2022 011152022 | $0-311,506 | ssaolg | Sobederal Redister
19988 Security Act, ’ 73839 (Dec. 2021)
P. L. 100-360, 42UsC.
102 Stat. 815 1320b-
10(b)(1))
Section 428 (a) Flagrant
. ’ Violation
Medicare .
, (Section 1140
Covermgeaat of | ofthe Social | yoe0 2022 01/152022 | $0-$57,527 | ssaolc | S8.Federal Register
19988 Security Act, ’ 73839 (Dec. 2021)
P. L. 100-360, 42US.C.
102 Stat. 815 1320b-
10(b)(2))
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BIENNIAL REVIEW OF USER FEE CHARGES

SUMMARY OF FEES

In FY 2021 and FY 2022, we earned $312 million and $320 million in user fees, respectively. This revenue
accounted for less than 1 percent of our total financing sources. We derive over 73 percent of user fee revenues
from agreements with 20 States and the District of Columbia to administer some or all of the States’ supplemental
SSI benefits. During FY 2022, we charged a fee of $13.16 per payment for the cost of administering State
supplemental SSI payments. This fee will increase to $14.35 for FY 2023. We adjust the user fee annually based on
the Consumer Price Index, unless the Commissioner of Social Security determines a different rate is appropriate for
the States. We charge full cost for other reimbursable activity, such as earnings record requests from pension funds
and individuals.

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. Based on our FY 2022 review, we identified updates to the uniform standard
fee structure for non-programmatic workloads previously implemented in FY 2020. We are planning to perform
another review of these fees during FY 2024.

GRANTS PROGRAMS

OMB Circular No. A-136, Financial Reporting Requirements, requires agencies to report on Federal grant and
cooperative agreement awards that have not yet been closed out and for which the period of performance, including
any extensions, elapsed for more than two years. As noted in the following table, we have one such grant or
cooperative agreement to report.

The agency has six grant programs monitored by Grants Management Officers (GMO). Each GMO is responsible
for monitoring a workload to ensure timely grant closeouts. Our grants have a five-year life-cycle and are
sometimes extended at no additional cost. There may be years when little to no grants are available for closeout.
Additionally, there are occasions when a GMO cannot immediately close a grant. That is the case with the grant
listed below. The delay is the result of not having a final indirect rate agreement. In this instance, closeout could be
delayed by one year. We have developed reports to adequately track closeout actions and have significantly reduced
the number of open grants that are currently available for closeout from last year. We will continue to monitor this
action and close the award as soon as it is eligible for closeout.

GRANTS AND COOPERATIVE AGREEMENTS SUMMARY

Category ‘ 2-3 Years 3-5 Years More than 5 Years
Number of Grants/Cooperative . .
Agreements with Zero Dollar Balances 0 Not Applicable Not Applicable
Number of Grants/Cooperative . .
Agreements with Undisbursed Balances 1 Not Applicable Not Applicable
Total Amount of Undisbursed Balances $1,067,906 Not Applicable Not Applicable
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CLIMATE-RELATED FINANCIAL RISK

We are committed to climate adaptation and resilience planning to reduce climate change risks and develop any new
opportunities that climate change may bring, where we can. Our Climate Action Plan (CAP) reaffirms our vision to
improve our capacity to assess and build resilience to climate change risks. We also developed the FY 2022 CAP
Progress Report, which documents our progress on our planned efforts and initiatives to address climate change.
Our CAPs, Sustainability Reports, and other climate and sustainability related reports are available on our
Sustainability website.

BUDGET, GOVERNANCE, STRATEGY, RISK MANAGEMENT, AND
METRICS

The Office of the Chief Financial Officer (OCFO) leads our efforts to strategically plan actions to mitigate
climate vulnerabilities and lessen climate-related financial risks at the agency. OCFO works closely with our
Chief Sustainability Officer and other offices primarily involved in executing our sustainability and climate
action programs.

In our CAP, we identify 5 priority adaptation areas of climate change at our delegated facilities, located in 4 of the
10 climate regions identified in the National Climate Assessment Report. These priority adaptation areas prepare us
for power disruptions, increased flooding in coastal and non-coastal locations, reduced water supply, and disruptions
and damage to transportation infrastructure. We collaborate with the General Services Administration on climate-
related risk decision making for field office relocations in the event that an office must move (e.g., in the event of a
flood) and to assist in monitoring flood plain areas, which may affect our delegated facilities and field offices.

Our financial risk exposure related to climate change mainly concerns the impact of energy usage to cool and heat
our delegated sites. We budget for energy use and use previous usage to adjust for the upcoming year for our
delegated sites. Within each of the five priority areas mentioned above, we face funding challenges if these events
take place and affect our operations. These funding challenges include the loss or replacement of facilities, fleet,
and IT equipment, as well as health and safety costs to keep operations active during severe climate-related events.

DEBT COLLECTION AND MANAGEMENT

DEBT COLLECTION

We have a robust debt collection program to recover all types of OPs, which helps ensure eligible individuals
receive the benefits to which they are entitled, and it safeguards the integrity of benefit programs to better serve
recipients. We use internal debt collection techniques (i.e., payment withholding and billing/follow-up), as well as
external collection techniques authorized by the Debt Collection Improvement Act of 1996 for OASDI debts and the
Foster Care Independence Act of 1999 for SSI debts.

In FY 2022, we recovered $4.275 billion using both our internal and external collection tools. Over the last 5 years
(FY 2018 through FY 2022), we have collected a total of $20.162 billion. The following tables provide a
description of each of our internal and external debt collection techniques for OASDI and SSI OPs, and a summary
of the results.

INTERNAL COLLECTIONS

We utilize internal collection tools to recover payments of delinquent debt for individuals currently receiving
payments. In FY 2022, we recovered $4.268 billion using our internal collection tools, which accounted for about
99.8 percent of our total collections amount. Over the last 5 years (FY 2018 through FY 2022), we have collected a
total of $19.315 billion using our internal collection tools.
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We offer individuals opportunities to ask us questions about their debts, request waivers in certain instances, and
request alternative payment plans as needed. We have also been working on technological improvements to make it
easier for recipients to repay debts.

The following table provides a description of each of our internal debt collection techniques for OASDI and SSI
OPs, and a summary of the results.

FY 2022 INTERNAL COLLECTIONS
(DOLLARS IN BILLIONS)

Recovery Method Description OASDI Ssi Total

We withhold some or all benefit payments for
OASI and DI beneficiaries and SSI recipients
currently receiving payments. Benefit withholding $2.428 $0.926 $3.354
typically accounts for the largest recovery of our
total collections amount.

CPR collects OASDI OPs from monthly
SSI payments and UPs, and SSI OPs from $0.023 $0.150 $0.174

Benefit
Withholding

Cross-Program

Recovery (CPR) monthly OASDI benefit payments and UPs.
These are mostly voluntary payments received
Other Collections because of a notice requesting a refund of an $0.426 $0.314 $0.740
overpayment.
Total In_ternal The total amoqnt recovered by utilizing our $2.877 $1.390 $4.268
Collections internal collection tools.
Notes:

1. Totals do not necessarily equal the sum of rounded components.

The following chart highlights the allocation of OPs collected in FY 2022 through our various internal collection
tools as a proportion of the total $4.268 billion internal collections amount.

Breakdown of Internal Collections
FY 2022

Benefit
Withholding
78.6%

Cross-
Program

Recovery
4.1% Other Collections

17.3%
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EXTERNAL COLLECTIONS

We utilize external collection tools to recover payments of delinquent debt for beneficiaries and recipients no longer
receiving payments. In FY 2022, we recovered $0.008 billion using our external collection tools, which accounted
for less than 1 percent of our total collections amount. Over the last 5 years (FY 2018 through FY 2022), we have
collected a total of $0.838 billion using our external collection tools.

Due to the COVID-19 pandemic, in March 2020, we requested and received approval to suspend using the Treasury
Offset Program (TOP). This suspension continued through FY 2022 and resulted in fewer collections through our
external recovery methods.

The following table provides a description of each of our external debt collection techniques for OASDI and SSI
OPs, and a summary of the results.

FY 2022 EXTERNAL COLLECTIONS

(DOLLARS IN BILLIONS)

Recovery Method Description OASDI SSI Total

TOP allows us to collect delinquent debt by

TOP tax refund offset, administrative offset, and $0.000 $0.000 $0.000
Federal salary offset.
AWG allows us to recover delinquent OASDI
and SSI OPs by ordering a debtor's employer

Administrative to garnish up to 15 percent of the debtor's

Wage Garnishment | private-sector disposable pay (i.e., that part of $0.006 $0.002 $0.008

(AWG) a worker’s total compensation after deduction
of health insurance premiums and required
deductions).

Total E?(ternal The total amoupt recovered by utilizing our $0.006 $0.002 $0.008

Collections external collection tools.

Notes:

Totals do not necessarily equal the sum of rounded components.

2. We use credit bureau reporting, non-entitled debtors, and automatic netting SSI as external collection tools. Collections derived from
these recovery methods are subsets of the main recovery methods displayed in the table above. However, we track these collections
for informational and decision-making purposes.
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DEBT MANAGEMENT

The following two tables provide information on our debt management activities. We calculated the data shown in
the tables by using accounts receivable amounts taken directly from the financial statements. We provide notes on
activity that affected the change in accounts receivable activity between FY 2021 and FY 2022. We provide
definitions of certain line items immediately following the Debt Management Activities Program and Administrative
Table. For more information on our effort to curb OPs, please refer to the Payment Integrity section.

A Title II system design limitation prevents us from capturing and tracking long-term withholding agreements for
debts owed by the public scheduled for collection beyond the year 2049. The Government Accountability Office
noted this information in the July 2011 audit report entitled, “Disability Insurance: SSA Can Improve Efforts to
Detect, Prevent, and Recover Overpayments.” Current policy allows for repayment periods based on the ability of
beneficiaries to repay on a periodic basis. This allows for the establishment of payment terms, which may exceed
the expected life span of the beneficiary as we often withhold minimal amounts to avoid imposing undue hardships.
We recognize that a portion of this debt owed by the public will prove uncollectible because some plans exceed
beneficiaries’ expected lifetimes. We estimate that approximately 62,500 debts owed by the public are affected by
payment plans extending beyond December 31, 2049. We estimate the total gross value of the post year 2049
receivable amounts is approximately $751 million as of September 30, 2022. This amount is not material to the
consolidated financial statements. The 2049 data limitation in our debt management systems will no longer exist as
we update and implement the new Debt Management System.

The following tables do not include the amounts related to post year 2049 debt. Therefore, the Total New
Receivables and Total Write-offs are understated. We are working to address the system limitation; however, the
accounts receivable balance reported on the financial statements are presented fairly in all material respects.

FY 2022 QUARTERLY DEBT MANAGEMENT ACTIVITIES

PROGRAM AND ADMINISTRATIVE
(DOLLARS IN MILLIONS)

4th Quarter 3rd Quarter 2nd Quarter 1st Quarter
Total receivables $21,571 $21,974 $20,826 $20,650
New receivables 8,582 6,745 3,801 1,786
Total collections (4,665) (3,321) (2,253) (1,179)
Adjustments 56 105 79 45
Total write-offs (3,286) (2,439) (1,685) (886)
- Waivers (278) (206) (138) (71)
- Terminations (3,008) (2,233) (1,547) (815)
Aging schedule of debts:
- Non delinquent debt 15,232 15,727 14,645 14,324
- Delinquent debt
- 120 days or less 1,015 957 907 1,119
- 121 days to 10 years 4,159 4,153 4,165 4,126
- Over 10 years 1,165 1,137 1,109 1,081
- Total delinquent debt $6,339 $6,247 $6,181 6,326
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DEBT MANAGEMENT ACTIVITIES
PROGRAM AND ADMINISTRATIVE
(DOLLARS IN MILLIONS)

FY 2022 FY 2021 FY 2020 FY 2019 FY 2018

Total receivables $21,571 $20,884 $24,398 $25,834 $24,484
New receivables’ 8,582 9,061 6,332 7,899 7,943
Total collections (4,665) (4,517) (4,100) (4,215) (3,992)
Adjustments 56 (617) (1,129) (1,431) (1,333)
Total write-offs? (3,286) (7,441) (2,539) (903) (778)

- Waivers (278) (281) (260) (390) (329)

- Terminations (3,008) (7,160) (2,279) (513) (449)
Non delinquent debt 15,232 14,833 14,263 14,445 14,272
Total delinquent debt $6,339 $6,051 $10,135 $11,389 $10,212

Percentage Analysis

% of outstanding debt:

- Non delinquent 70.6% 71.0% 58.5% 55.9% 58.3%
- Delinquent 29.4% 29.0% 41.5% 44 1% 41.7%
% of debt estimated to be uncollectible? 57.3% 56.3% 59.2% 45.7% 43.5%
% of debt collected 21.6% 21.6% 16.8% 16.3% 16.3%
% change in collections from prior fiscal year 3.3% 10.2% -2.7% 5.6% 2.7%

% change in delinquencies from prior fiscal

4.8% -40.3% -11.0% 11.5% 13.3%

year
Clearances as a % of total receivables 36.9% 57.3% 27.2% 19.8% 19.5%
- Collections as a % of clearances 58.7% 37.8% 61.8% 82.4% 83.7%
- Write-offs as a % of clearances 41.3% 62.2% 38.2% 17.6% 16.3%
Other Analysis
Cost to collect $1 $0.06 $0.07 $0.06 $0.06 $0.07

Average number of months to clear
receivables*:

- OASI 12 13 16 16 16
- DI 30 27 68 45 45
- SSi 45 48 66 49 43

Notes:

Total Write-offs/Terminations — Starting in FY 2020, we re-evaluated our program debt portfolio, specifically delinquent and
uncollectible debt. We found that we were pursuing debt that was largely uncollectible, thereby inefficiently using our processing
centers’ limited resources. As a result, we wrote off a portion of our OASI and DI debt during FY 2020 and FY 2021 and wrote off a
portion of our SSI program debt in FY 2021. In FY 2021, we developed an automated process to evaluate debt for potential write-
offs, which contributed to the write-off values in FY 2021 and FY 2022. The difference between FY 2021 and FY 2020 is primarily
the targeted OASI, DI, and SSI write-offs in FY 2021, as both years have incurred write-offs as part of the automated process. By
terminating collection activity on uncollectible debt, we are better reflecting current receivables on our financial statements as well as
reducing the number of actions from the processing center pending backlog. Please note while this debt is being written-off, it
remains available for future collection. We can pursue collection efforts if the debtor becomes entitled to OASDI or SSI benefits. In
addition, if eligible, we will refer these delinquent debts to TOP for external collection action. We did not refer any delinquent debts
to TOP in FY 2022. (See Termination definition below).

Percentage of Debt Estimated to be Uncollected — Our allowance for doubtful accounts methodology allows for all delinquent debt
two years or older at 100 percent. For remaining debt that is not delinquent two years or more, we apply our uncollectible ratios,
consistent with previous years. We add the fully allowed delinquent debt two years and older value to the calculated uncollectible
value on the remaining debt to calculate the total allowance for doubtful accounts.

Refer to Note 1, Summary of Signification Accounting Policies, and Note 6, Accounts Receivable, Net, in the Financial Statements
and Additional Information section for more information.
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Definitions:

1.

Adjustments — Program debt adjustments represent: (a) written-off debts, by way of terminations, that we
reinstate for collections; (b) changes in debts when we update debtor accounts with new information; and
(c) minor differences between reports containing debt information that we use to maintain an ending
accounts receivable balance.

Waivers — Waivers represent the amount of overpayments forgiven because the overpaid person: (a) is
without fault in causing the debt; and (b) recovery would either defeat the purpose of the Social Security
Act or be against equity and good conscience. Waivers permanently remove debts from our accounts
receivable balance, which precludes any further collection efforts.

Terminations — Terminations represent our decision to cease our own efforts to collect a debt because:
(a) the debtor will not repay the debt or alleges they cannot pay the debt; (b) we cannot locate the debtor
after diligent search; or (c) the debt is at least two years delinquent. Even though we terminate internal
active collection, we may still use external collection efforts such as the TOP and AWG. If the debtor
becomes entitled to OASDI benefits or eligible for SSI payments, we reinstate the debt and resume
recovery through benefit/payment withholding.

Delinquent Debt — A debt is delinquent when no voluntary payment has been made 30 days after the latest
of the following: (a) the date we establish an OASDI debt; (b) the date of the initial overpayment notice for
an SSI debt; (c) the date of the last voluntary payment; (d) the date of an installment or periodic payment
arrangement (if we do not receive a payment); and (e) the date we decide a debtor remains responsible for a
debt, in response to a due process action by the debtor.
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