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Sinca 1974, the Supplemental Security Income (§51) program has provided cash
assistance to financially needy Individuals who are aged, blind or disabled. $$1
currently provides benefits to approximately 6.5 million adults and children who
have lictle or no income and who need help to provide for their basic neads,

581 has been highly successful in helping society’s most vulnerable citizens, but it
has evolved into a complex program with difficulties commensurate with its scope
and dimensions. Since becoming Commissioner of Social Security in September
1997, and consistent with a number of $Sl-related goals and objectives contained
in the Agency's Strategic Plan, | have initiated a review aimed at identifying the
program’s challenges and vulnerabilities. The Social Securicy Adnsinistration
{3SA) recogunizes that the American public depends on us to quickly and
accurately provide benefits to S5 beneficiaries, as well as to safeguard the
program and protect taxpayer doliars., Any failure to do so undermines the
public’s confidence in government and its ability to efficiently and cost-effectively
administer this critically important program,

QOur review of the $51 program has identified areas in which ¢he SS! program can
be betier managed to ensure that only those individuals who meet che eligibility
standards for $31 receive these important monthly payments and receive them in
the correct amounts. Our review has shown that we need to take aggressive
action in these areas: improving overall payment acauracy; increasing continting
disability reviews; combating program fraud; and improving debt collection.

$SA already has begun taking actions in the areas mentioned above, but some
other needed improvements will require legislative action. Accordingly, the
Administration has submitted proposals to the Congress chat, if enacted, will
provide the needed authority, and the additional tools, required co provide
improved stewardship of the S3! program.

This is the firse 351 Management Report that SSA has issued. It demonstrates
clearly that we understand our responsibility for scewardship of the 351 program
and that we take sericusly that responsibifity. The report highlights $3i program-
related accomplishments, current improvement initiatives and our expectations
for the future, along with a plan for meeting those expectations. One of the key
elements of stronger management of cthe 551 program is ongoing evaluation and
public accountability. In view of that ongoing responsibility, | intend to issue
other reports that will keep the American public apprised of our progress.

Linmust d, fppol

Kenneth §. Apfel
Commissioner .
of Social Security |
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EXECUTIVE SUMMARY

The Supplemental Security Income program was created by Congress as an
assistance source of last resort for the aged, blind, or disabled whaose-income and
resources are below specified levels. Curmrently, about 6.5 million aged, blind and
disabled individuals rely on SSI for the basic necessities of food, clothing and
shelter, ’

As with any means-tested program that responds to the changing circumstances of
individuals’ lives, the design of the program presents administrative challenges.
Qver the years, legislation and court decisions have made the SSI program more
complex. The complexity of the S5 program presents challenges in program
administration, delivering quality customer service and ensuring that SSI
applicants and beneficiaries understand the program and understand their
responsibilities under the program.

Successful management of the 881 program depends on the Agency’s ability to
ensure that the rights of SSI beneficiaries are protecied and that they receive
excelient service, and 1o properly administer the public funds that are entrusted to
its care. SSA has always been committed to managing the SSI program as
efficiently and effectively as possible. In fact, the Agency’s Strategic Plan
contains a number of goals and objectives related to both service and management
improvements in the S8I program. To that end, S8A 15 taking the following
significant measures to strengthen the integrity of the 881 program:

Pavment Accaracy

SSA is aggressively pursuing a series of initiatives to improve payment accuracy
from the fiscal year (FY) 1996 rate of 94.5 percent (comparable to other federally
sponsored income programs) to at least 96 percent by FY 2002, with specific
emphasis on the three leading sources of payment inaccuracies-—-wages, financial
accounts and institutionalization. These inittatives include improving computer
matching, providing SSA smployees with online access to data and improved
training and instructions.

Moreover, SSA has requested $50 miilion for FY 1599 to conduct additional
redeterminations. Redeterminations are periondic reviews of SSI beneficiaries’
nonmedical eligibility that focus on income and resource factors affecting
eligibility and payment amounts, These reviews have proven to be the most
effective tool available to 8SA for improving the accuracy of 851 payments.



Continuing Disabilify Reviews

SSA conducts periodic reviews, called continuing disability reviews (CDRs), to
determine whether individuals receiving disability beneﬁts have medically
improved so that they are no longer considered disabled and no longer eligible for -

benefits.

SSA has developed a 7-year plan for conducting CDRs and expects to conduct
approximately 3.6 million CDRs for 88 -only beneﬁcmrzes over the life of the
plan. Estimates indicate that over FYs 1998 zhmugh 2002 about 83 billion in 881
program savings will result from CDRs conducted during this 5-year period,

SSI Program Fraud

SSA is engaged in an aggressive program to deter, detect, investigate, and
prosecute fraud. To carry out this effort, SSA and the Office of the Inspector
General have developed a comprehensive anm-fraud plan entitled “Zero Tolerance
for Fraud.” A number of initiatives are underway to address two major categories
of fraud: (1) residency fraud {i.e., individuals who recewe SSI benefits while
residing outside the United Stat&a), and (2) collaborator fraud (i.e., interpreters,
health and other professionals who provide fraudulent documentation and
statements regarding the health of individuals to hclp thern obtain disability

" benefits).

In addition, S8A has submitted a [egislative proposal to Congress that would
authorize demal or suspension of payments {o an mdzvzduaf when SSA determines
that he or she knowingly makes s false statement or, ‘conceals information for the

purpose of gaining benefits.

Debt Collection

SSA currently makes use of the following debt caIieczwn tools that are authorized
by law: benefit offsef, repayment instaliment agrecments and tax refund offset.
These tools have enabled the Agency 16 achieve an estimated 60 percent SSI debt
recovery rate. SSA has submitted to Congress Icglslatwe proposals that would
further improve debt recovery. For instance, one pmvlsmn would atlow SSA to
use cross-program recovery when an overpaid former SSI beneficiary continues to
receive Old Age, Survivors and Disability Insurancel{{QASDI) benefits. Another
legislative proposal would extend to the SSI program all methods currently
available for collecting overpayments under the OASDI program {such as Federal
salary offset and use of private collection agencies).




In summary, SSA has established major administrative initiatives to improve
Agency stewardship of the 88! program. These initiatives demonstrate SSA
management commitment to take the actions necessary to effectively deal with
program integrity issues. A number of initiatives that SSA has underway will
vield results in the near future, while others will take longer to produce significant
improvements, SSA will aggressively monitor each inttiative and make
modifications when necessary (o ensure that the best possible results are achieved.

ifi



Chapter 1
INTRODUCTION

The Histary and Purpose of the Supplemental Security Income (SSI)
Program

The SSI program stems from the Social Security Act of 1935, which, in addition to
creating the Social Security program, established two Federal-State grant
programs, “Qld-Age Assistance” and “Aid to the Blind.” Under these programs,
the Federal Government paid half the cost of State benefits (up to 2 certain limit)
to the needy aged and blind. “Aid to the Permanently and Totally Erisabled” was

added in [950,

Congress, however, was concemed that the aged and severely disabled were
subject to very different treatment across the nation because of the wide disparity
among States in their eligibility criteria, financial capacity and willingness to
provide support under the Federal-State grant programs. Therefore, in 1972,
Congress replaced the State-administered programs with the Federally
administered SSI program and designed the program as an assistance source of last
resort for the aged, blind, or disabled whose income and resources are below
specified levels. Congress also required that the new program feature a uniform
Federal benefit, as well as uniform eligibility standards. The SSI program went
into effecr in January 1974, admimistered by the Social Security Administration
(SSA). The benefits are financed from general revenues, and some States
supplement the Federal benefit (see appendix},

The Population Served by SSI'

Currently, about 6.5 million aged, blind and disabled individuals rely on SSI
benefits in order 1o purchase the basic necessities of food, clothing and shelter.

Like other means-tested assistance, the SN program generally does not provide
incentives for individuals to save or recelve privaie supplementation of benefits.
Instead, because it is designed as a program of last resort, the program targets

those who are the neediest. The vast majority of the people who receive SS1
benefits are too limited by their disabilities or too elderly to be expected to provide
fully for their own needs. For illustrative purposes, the following descriptions
provide general information on those served by the S8I program. (For purposes of
the payment amounts cited beiow, the 1997 maximum monthly Federal benefit

' mnformation in this section is based on data provided by the Office of Research, Evaiuation and Statistics
far persons receiving Federaily administered SSI benefits as of December 1997, ARl 58I payment amouats
cited in thig section include Federally administered State supplementation,



amount an individual could receive was $484. The;Federal monthly benefit
amount is reduced dollar-for-dollar by the amount of an individual’s countable
income®.)

The Aged

Of the 1.4 million people who receive SSI benefits based on age, more than haif
are over age 75 and about 73 percent are women. In addition, there are 700,000
SSI beneficiaries aged 65 or older who came onto the rolls as blind or disabled
individuals. About half of all SSI beneficiaries aged 65 or older live alone.

The average SSI benefit for all SSI beneficiaries agcd 65 or older is $273 a month.
Two-thirds of the aged have some other income averagmg about $370 per month.
The remaining one-third have no income other than ltheir SSI benefit.

Disabled Adults

The average age of adults receiving SSI benefits based on a disability is about 45
years old. Among disabled adults receiving SSI, almost three out of five are

disabled based on some form of mental impairment) Of the 3.6 million disabled
adults receiving SSI, 2 million are women.

The average monthly SSI benefit for disabled adults is $376. More than half of
SSI disabled adults have no income other than their SSI benefit. Only about

30 percent of the SSI disabled adulit population also receive Social Security
benefits, and those benefits average $367 a month.

Disabled Children

SSI provides assistance to nearly 900,000 disabled chlldren who are under age 18
and who generally live below the poverty line. About 58 percent of all SSI
children are between the ages of 5 and 13. In addltlcl)n 40 percent of the 900,000
children are receiving SSI benefits based on mental retardation, and another 24
percent are disabled on the basis of mental disorders|other than mental retardation.
Many children on the rolls have combinations of physical and mental impairments.

These children generally live in households that lack the resources to provide for
all their basic needs of food, clothing and shelter, in addltlon to any special needs
associated with their disabilities. This is evidenced by the fact that their SSI

% Countable income is income less all applicable exclusions. The general earned income exclusion is the

first $65 earned per month plus one-haif of the remainder, The c'eneral unearned income exclusion is $20
per month; however, any portion of the $20 amount not used to exclude unearned income may be used to
exclude eamed income.



payments are only minimally reduced because of income to the household. For
example, on average, S8I disabled children receive 3434 2 month in SSI
payments, 330 less than the foll 1997 SS1 benefit of $484. Two-thirds of disabled
children receive the full benefit because they have no countable income.

Eligibility Criteria

The eligibility criteria for 881 benefits are stringent. To be eligible for SSI
benefits, an individual must be at least age 63, blind or disabled, a United States
citizen or an eligible noncitizen and reside in the United States. An individual also
must meet income and resource limits to ensure that 881 benefits are targeted to
the neediest among the aged, blind and disabled.

S8A field office employees determine whether an individual {aged, blind or
disabled) meets the 581 nonmedical eligibility requirements. Currently, an
individual cannot be eligible for Federal SSI benefits if he or she has countable
income of more than the 1998 Federal benefit rate of $494 a month ($741 fora
couple}. The monthly benefit rate is reduced dolar-for-doilar by the amount of
the individual’s countable income. SSI law defines two kinds of countable
income: earned and unearned. Earped income is generally wages, nef income
from self-employment and remuneration for work in a sheltered workshop. All
other income, such as Social Security benefits, workers' compensation or income
received in-kind (1.¢., food, clothing or shelter-related 1tems), is unearned.

The resources of an individual cannot exceed $2,000 or, in the case of an-
individual with an eligibie spouse living in the same household, $3,000. SSI
regulations define a resource as cash or other liquid assets or any real or personal
property that an individual (or spouse) owns and could convert 10 eash to be used
for his or her basic needs.

The amount of a person’s income is used to determine both eligibility for, and the
amount of, that person’s benefit. In certain situations, other people {e.g., parents
and spouses) are expected to share financial responsibility for the individual. In
such cases, the income and resources of these people are considered in
determining the person’s eligibility and payment amount.

Individuals’ monthly $81 benelit amounts are also affected by their living
arrangsments, For example, when individuals move into nursing homes and their
expected stay is for more than 3 full months, their benefits are generally reduced
{o not more than $30 per month, Generally, benefits also are reduced when
individuals move from their own household into the household of another person
and that person provides food and/ or shelter.



While nonmedical eligibility determinarions are maée at the time an initial
application is filed, SSA field office staff aiso candtzcz periodic reviews, called
redeterminations, to determine whether the benefi czary remains eligible and 1o
determine the correct benefit amount. SSI benefi cxz‘frxes are required (o report
significant events that may affect their benefit eligibility or mcmthiy payment
amounts, mcluding changes in income, resources, marital status or living
arrangements. SSA must then verify the accuracy of information provided by a
beneficiary,

Eligibiiity for 881 disability benefits requires that anfindividual must be unable to
engage in substantial gainful activity becavse of an 1mpa1rment that is expected 1o
last at least 12 months or to result in death. El zglbzhty for SSI based on blindness
requires that a person’s corrected vision may not be better than 20/200 or that a
person have a limited visual fteld of 20 degrees or iess with the best correction,
The State-administered, Federally funded Disability J?etcrmma&mn Services
(DDS5) make disability determinations for SSA based on Social Security
regulations and gutdelines. After an individual becczz!}es eligible for disability
benefits, SSA periodically conducts continuing ézgabzhw reviews 1o determine
whether a beneficiary has medically recovered and is ho fonger considered
disabled and, therefore, no longer eligible for benefitst

Program Complexities Present Administrative Challenpeg

The SSI program requires 8SA each month to take into account any changes in the
many facets of an individual’s financial and personal sz{uatzon to reassess
eligibility and make adjustments in benefit payments t{} reflect those changes. As
with any means-tested program that is designed to resplcmd to the changing
circumstances of people’s lives, the design of the program presents administrative
challenges. Over the years, legislation and court decisions have made the S5
Program more complex.

As complexity has increased, so hag the proportion of SSA staff resources devoted
to program administration. Although SSI will account for only about 7 percent of
S8A’s benefit outlays in fiscal year (FY) 1998 (about $30 billion}, it will account
for about 35 percent--nearly $2.3 bullion--of SSA’s admlmstratwc budget. The
refatively high level of administrative costs is generally flttrlbutable to the frequent
interaction required between field office staff and many SSI beneficiaries. For
instance, in 1997, SSA received and processed more than 16 million reports of
changes from S8I beneficiaries that had the potential to Affect their eligibility or
benefit amount,
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SSA Commitment to\ Service

While the complexity of the SSI program presents challenges in both program
administration and ensuring that SSI applicanis and beneficiaries understand the
program and understand their responsibilities associated with the program, SSA
has also committed itseif to fair and equitable service to all of #ts customers by:

e providing service through knowledgeable employees;
« treating SSA customers with courtesy, dignity and respect at all times; and

» ensuring that SSA offices are safe and pleasant and that SSA services are
accessible.

One of SSA’s goals in its Strategic Plan is “to deliver customer-responsive world-
class service.” This goal is particularly meaningful with respect to the 881
population given their diverse needs. SSA has several inttiatives aimed at
improving service that have had a significant impact in offices that serve a high
percentage of SSI applicants and beneficiaries. These initiatives include the
Metropolitan Office Enhancement Project and Service to the Non-English-
Speaking Public. They are complemented by several inttiatives underiaken as part
of the Vice President’s goals for “High Impact” agencies.

Metropelitan Office Enhancement Project

Metropolitan Office Enbancement Project (MOEP) offices serve a large SSI1
population, including the homeless, the severely disabled and large non-English-
speaking populations, This project began in 1990 with 6 S8A field offices and has

expanded into 247 offices (out of approximately 1,300 field offices). SSA has
sought 1o improve customer service by providing these offices with the following

enhancements.
s giving staifing priority,
« providing professional security guard services where needed;

s offering priority consideration for new technology; and

s shifting heavy workloads to other Jocations if necessary so that ficld office
employees can effectively serve their customers.



Service to the Nou-English Speaking (NES) Public

S8A is obligated to ensure that individuals have a0Less (o SSA service regardless
of their ability to communicate in English. Asa reszxit of demographic changes,
SSA recognized that additional resources were needeé to provide accessible
service to individuals who speak 2 language other thzm English. Since 1993, $5A
has hired 2,320 bilingual and muitilingual em;tsi{}yeazs in its field offices with
substantial NES workloads, Currently, 17 percent af field office and teleservice
center employees are bilingual/muitifingual. Increased hirin gof
bilingual/multilingual employees has benefited pwg‘ram integrity as well as the
NES population, many of whom are $SI applicants dnd beneficiaries.

SSA has initiated a number of activities m support of improving services to NES
customers, including the following:

 translating public information materials into languages most frequently used by
SSA customers;

» cstablishing a Spanish language web link on 8SA’s website;

» providing toll-free number service in Spanish using a Spanish prompt and a
Spanish gaie on SSA’s 800 number;

» translating most of the Agency’s public information materials into Spanish;

« producing bilingual interviewing guidesin Spamsh Russian, Korean,
Vietnamese, Tagalog and Chinese to help customerisewzce representatives
improve their technical skills m these languages; and

s developing and providing training for btimguai}muizz%mguai employees
designed to enhance their ability to provide service to NES customers.

SSA Commitment to Program Stewardship

Successful management of the SSI program also depends on the Agency's ability
to properly administer the public funds that are entrusted to its care. SSA has
always been committed to managing the SSI program as]efﬁcient}y and effectively
as possible. To that end, SSA is taking significant measures to strengthen the




integrity of the SSI program. These measures include increasing payment
accuracy, increasiag the number of continuing disability reviews conducted,
combating S8I program fraud and improving debt collection. Each of these
measures will be discussed in more detail in the following chapters,



Chapter 2
SSI PAYMENT ACCURACY?

Background

SSA recognizes that the American public depends on it to quickly and accurately
provide benefits, including SSI benefits, and to effectively safeguard benefit
programs from fraud and abuse. Any faiture to do 50 seriously undermines the
public's confidence in government and its ability to efficiently and cost-effectively
administer programs and protect taxpayer dollars. Despite the inherent difficulties
in achieving a high degree of payment accuracy in a means-tested program, SSA
has not been satisfied with the current payment accuracy rate for the $81 program.
Conscquently, one of SSA’s objectives has been to raise the accuracy of 881
payments from the FY 1996 rate of 94.5 percent to at least 96 percent by FY 2002.

Other income maintenance programs experience similar difficulties with payment
accuracy. For example, the latest avatlable data (FY 1994} indicate that the
former Ald to Families with Dependent Children program had payment accuracy
rates slightly under 94 percent®, and the Food Stamp program’s FY 1996 accuracy
rate was stightly above 83 percents .

The means-tested nature of the 881 program requires that individuals® needs be
matched with their financial circumstances on a monthly basis for purposes of
determining benefit eligibility and payment amounts. Individual financial
circumstances may change often, requiring SSA to frequently reassess and verify
beneficiaries” eligibility and payment amounts. Morgover, the existing eligibility
verification process is often labor-intensive and tine-consuming.

Because it is virtually impossible to obtain every piece of information about every
change in every SSI beneficiary’s circumstances timely, there will inevitably be
some level of payment inaccuracy each month.

The majority of S8I overpayments stem from beneficiaries’ failure to report
changes in one of three areas: income (particularly wages), financial accounts
{e.g., bank accounts) or living arrangements {particularly institutionalizations). As
previously stated, S81 eligibility and benefit amounts are determined on a monthly
basis. Therefore, beneficiaries™ 831 eligibility or payment amounts can change
from maonth to month as their income, resources {(including financial accounts) or

iz Chapter focuses on SSA's activities to controf overpayments.
* 8ource - Ald to Farsilies with Dependent Children
¥ Qource - Food and Donsumer Servics {1997



living arrangements change. The slightest | increase in resources over the limit
causes ineligibility until those resources are reduced.

The complexity of the S8I program clearly affects beneficiaries’ ability to
understand how changes in their everyday situations, even seemingly minor
changes, may result in eligibility changes or changes in their monthly payment
amount. For example, failure to report small changes in wages by a beneficiary
{or the wages of a parent or spouse that are deemed’available to the beneficiary)
can affect eligibility and result in incorrect payments. A failure to report often
gccurs in months in which the personp has an extra ph}'éay or works a few extra
hours.

Even if all information affecting S8I benefits were rccezveé and verified timely,
some overpayments would still occur because of due : process protections. A 1975
decision by the U8, District Court for the District ofiColumbia {Cardinale v.
Mathews) ensures due process protections. The de“lSlGI‘i ordered SSA to stop
reducing, suspending and terminating SSI pavments wuheut first providing written
advance notice of the planned adverse action, as reqmreé by the U8, Supreme
Court in the 1970 Goldbery v. Kelly decision. Go!dberg v. Kelly protections are
important because they provide beneficiaries with an opportunity to appenl a
potentially erroneous reduction, suspension or termination of benefits that provide
them with csse:ntlal food, clothing, hiousing and assocmted medical care, Under
these protections, beneficiaries can have their SS1 pay) 'ments continued until the

- first level of appeal decision is issued. For those beneﬁc:arws who lose their
appeal, the continued paymenis would be considered overpavmcms

Other Reasons for Overpayments

Beneficiaries are paid for a month on the first day'of i?zat month. Therefore, even
when beneficiaries report changes in therr circumstances timely, if the report 18
made after the monthly benefit has been processed, a payment inaccuracy will
occur. For instance, if a beneficiary receives a cash donation on September 2
resulting in szzehgx‘z}zizty for that month and reports the donaﬁcn to SSA that same
day, the beneficiary is overpaid for September because he or she already received
the September $81 payment on September 1,

In addition, while some overpayments occur because SSA does not have complete
information regarding income and resources, sometrmes the information required
for the determination of eligibility can only be estlmqte:q as in the case of wages
or other income anticipated to be earned or received in the future.
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Measuring 551 Payvment Accuracy

SSA measures SSI pavment accuracy by selecting a sample of 881 beneficiaries
each month and conducting intensive personal interviews and foliow-up activities
to validate the accuracy of the payments made in the sampled month. Monthly
payment inaccuracies discovered are accumutlated 10 project total incorrect
payments during a given year, Ofthe $29 billion in Federally administered SSI
payments made {or FY 1996, S84 estimated that approximately $1.6 billion in
overpayments were made. The quality assurance review found that wages,
financial accounts and mnstitutionalizations {e.g., nursing home admissions) are the
three leading sources of payment inaccuragies, accounting for about half of the
overpayments made in the 881 program.

Methods to Improve Payment Accuracy

SSA is taking aggressive action to significantly reduce the rate of overpayments in
the 881 program with specific emphasis on the three leading sources of
overpavments. SSA is increasingly relying on technology to identify and
eliminate overpayments more quickly and 1s tmproving electronic tools and
training to enable the SSA workforce to provide timely, accurate payments for
initial and ongoing eligibility. .

Wage and Unemployment Compensation Matches

Of the SSI payments made for FY 1996, an estimated $365 million in
gverpayments was associated with unreported or underreported beneficiary wages
and wages deemed to the beneficiary from another person. Therefore, $SA is
initiating improved methods of detecting these unreported and underreported

earnings.

Welfare reform legislation enacted into law in 1996 required the Department of
Health and Human Services’ Office of Child Support Enforcement (OCSE) to
develop an expanded parent Jocator system to help State child support agencies
locate missing parents. As part of this mandate, States forward quarterly wage
data and ynemployment insurance data to OCSE.

In Qctober 1998, SSA will begin matching its records against the OCSE Quarterly
Wage and Unemployment Compensation databases. Becouse wages and
unemployment compensation are significant sources of 881 overpayments, these
two new computer matches will enhance detection of payment inaccuracies.
These matches will gather data from all 30 States and the District of Columbia on
a quarterly basis as opposed to the current twice-yearly match with a smaller

number of States,



In March 1999, SSA field office staff will have direct online access to QCSE’s
Quarterly Wage and Unemployment Compensatior'} and New Hire databases. The
New Hire database lists all new hires and the month of their hiring. This online
access will enable SSA interviewers to discover undlsclosed income at the point of
an initial 881 application or a redetermination of el glblhty By FY 2002, SSA
expects to have a wage verification system that provides field office staff with
immediately accessible information for initial and olngoing eligibility decistons,
SSA estimates that the combined use of quarterly matches and zccessibility to
online data will reduce overpayments due to wages and unemployment
corpensation by $110 million m FY 2002,

Financial Accounts

The second leading saurce of SS1 overpayments is fipancial accounts, L,
undisclosed accounts and increases in known accounis In FY 1994, an estimated
£245 million in overpayments was attributed to ﬁnmczai accounts,

Currently, to verify amounts in bank accounts, 88§A must obtain a signed
authorization from the applicant or beneficiary and i(}irwaré it to the bank, The
bank then manually searches its files and provides SSA with information about
reported accounts and any balances. SSA is pursuing % lectronic verification of
financial account information i place of the existing paper process. An electronic
process would enable SSA to canvass more banks anélqaickiy determine the
amounts in reported accounts. In addition, an eiecm}m{: process could be
developed that would permit SSA to determine if and *;vhere individuals have
undisclosed accounts or have increases in known accounts.

Success of an electronic process would require the coo;}eratian of virtually the
entire financial community. SSA expects to complete 4 4 feasibility analysis of an
electronic process by the end of 1998. In December 29?8 SSA will begin
working with the financial community {o establish a new computer protocol as an
carly step in developing an electronic verification pr{){:é’ss‘

Although some elecironic verification may be done zmcier current law, legislation
wc}uid be required to fully utilize the technology for eledtronic verification of
financial accounts. Therefore, SSA has submitted a legislative proposal to the
Congress that would allow SSA to obtain financial accm'_mt information through
data exchanges with financial institutions, and would codify the current SSA
practice to require that, as a condition of eligibility, applicants for and
beneficiaries of $8I (and other persons whose income or iresources are material to
the determination of the individual’s eligibility) authcmze the release of financial
information held by financial institutions. This proposal has the potential to



significantly reduce the amount of overpayments that occur as a result of
undisclosed financial accounts.

Also, SSA plans to obtain the authority to make use of a national database of
financial sccount information being developed by OCSE. By FY 2002, 8SA
expects to match against this particular OCSE database to obtain detailed
information for unreported accounts. SSA estimates that the cornbined impact of
the initiatives to develop electronic data exchanges with financial institations and
the match with the OCSE database will result in a reduction in overpavments of
$85 million in FY 2002,

Nursing Home Computer Matches

S81 beneficiaries who are i nursing homes for a full calendar month and who will
remain there for longer than 3 months may be eligibie for only a reduced SSI
benefit of $30--the “personal needs allowance™--or may be neligibie if they have
ather income. In 1994, a provision was added to the Social Security Act requiring
nursing homes to report admissions of 581 beneficiaries. Although SSA has
undertaken several initiatives (such as mass mailing to ail ficensed facilities}) to
encourage nursing home operators (0 comply with this requirement, reporting has
been sporadic, and the Agency has no authority (o enforce the requirement. Asa
result, in FY 1996, an estimated $64 million in overpayments was atiributed to
nursing home admissions.

Currently, SSA conducts a yearly computer match with the Health Care Financing
Admuinistration’s {(HCFA) data on nursmg home admissions from 29 States. This
computer match results in annual reductions in overpayments of less than

£5 million.

In November 1998, SSA will replace the yearly match with a twice-yearly masch
using HCFA’s new data source, the Minimum Data Set. This new match will
include data from all 50 States and the District of Columbia and will provide
information about an individual's expected (or actual) length of stay, which will
help SSA to determine the appropriate S81 payment. fo FY 2000, S3A plans to
increase the frequency of the mateh from twice vearly to monthly. By FY 2002,
SSA estimates that the match will reduce overpayments by an additional

$20 million.

Prisoner Matches

Beneficiaries incarcerated in prisons or correctional facilities throughout a
calendar month are ineligible for 881 benefits. With the support of Federal, State
and local entities, SSA has made significant progress 1n ensuring that



incarcerations are reported ttmeiy and accurately and that benefiis terminate
accordingly.

Qver the past few years, SSA has established reporting agreements with more than
3;500 facilities, including local correctional Facilities, the Federal Bureau of
Prisons and all State prisons. These agreements cover 99 percent of the inmate
population in the United States and have resulted ulrhundreds of milhions of
program savings over the past few years.

SSA has submitted a iegislativc proposal to the Congress that would require
Federal, State and local penal institutions to report thc incarceration of individuals
receiving SS1 in the same way as 15 now required in the Old Age, Survivors and
Disability Insurance {DASDI) program. Under curreilt law, State and local
prisons, jails and other mnstitutions may enter into mcentlve payvment agreements
with SSA. Under these agreements, institutions are requzred to report inmate data
to SSA monthly and may receive an incentive payment if the report, once matched
against S8A’'s records, results in the identification and suspension of an SSi
beneficiary.

SSA estimates that by F'Y 2002 the combined effects of these initiatives will
reduce overpayments by an additional $35 million a vear.

Online Access to Data

Online access to data allows SSA 1o electronicaily obtain up-to-date information
held by other organizations to determine accurate S51 i}eneﬁt payments, While
computer maiching produces information zntermrﬁamiy online gccess produces
information immediately. In most SSA offices, verifi catmn of income and
resources is conducted by telephone or mail, using Cf}nsxdezabie staff resources.
Online access would streamline the verification proceas and prevent overpayments
by providing immediate identification of the current value of undisclosed income
and resources,

SSA has piloted online access to State databases in the A gency’s Tennessee field
offices. Emplovees in these field offices have online accez.s 1o the State's human
service programs, vital statistics and unemployment and workers' compensation
records. Because of the pilot’s success o date, SSA is expandmg online data
access o other States. SSA now has online access with{35 agencies in 22 States.
As SSA expands access, it also is pursuing how o maximize the use of online data
so that cost-effective investigations of undisclosed ¢ zgibzlit}f 1ssues becomes a part
of routine ﬁevaia;;mcm SSA plans to have online access with 45 States by FY
2002, resulting in estimated annual reductions in avcrpaymmtg of 85 million.

i
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Improving Eligibility Determination Skills

SSA’s ability to improve payment accuracy is enhanced by a knowledgeable and
experienced workforce. The extensive program knowledge required of field office
employees is daunting. To improve 881 initial and ongoing eligibility
development, SSA is offering additional training on eligibility development skills
for all fleld office employees involved in the SS1 program. Refresher training has
been scheduled beginning in the spring of 1999 and wilt be completed by
November 1899,

SSA is committed to providing ficld office staft with the best training methods
available as well as clearly written procedural instructions, All instructional
materials invelving the most persistent sources of payment inaccuracies--wages,
financial accounts and living arrangements--will be reviewed for clarity by the end
of the yeur, Savings asseciated with these initiatives are expected to result in $20
million in yearly overpayment reductions by FY 2002,

Other Computer Matching and Data Exchange Operations

Computer matches with income and resource data held by other agencies help
SSA determine accurate 851 benefit payments. SSA has enhaoced a number of its
computer matches, including the following:

s InFY 1997, 88A increased the frequency of the pension record computer
match with the Railroad Retirement Board from yearly o every 2 months.

» InFY 1998, SSA increased the frequency of the savings bond computer
matching operation with the Department of Treasury from vearly 1o twice
yearly,

« InFY 1999, SSA will automate the current exchange of data with the pension
records of the Department of Defense. .

s SSA is currently developing a computer match with the records of the
Immigration and Naturalization Service (INS) for requests by aliens 10 leave
the Untted States and return, and a match with INS records of deportation,

o In October 1998, SSA will begin a pilot for real property asset verification
through [nternet access,

SSA estimates that the new inttiatives combined will result in 35 million in annual
reductions in overpayments by FY 2002,



I6

In addition, SSA has submitted to the Congress a Ingslative proposal which would
facilitate death data exchange information from States within 30 days of States’
receipt of death report. This proposal would resultrin vearly estimated
overpayment reductions of $5 million by FY 2002!

Redeterminations

The most powerful tool available to SSA for imprml/ing the accuracy of SSI
payments is the redetermination process. Every year about 1.8 million SSI
beneficiaries undergo redeterminations, which focus on the income and resource
factors affecting eligibility and payment amounts. Hundreds of millions of dollars
in payment changes are made as a result of redeterminations. These periodic
redeterminations are required by law. However, the statute allows the
Commissioner to determine both the frequency and manner of redetermination.

In the late 1970s, SSA began using “profiling” techniques for selection of
beneficiaries for redeterminations, so that those most apt to have some change in
circumstances likely to affect the monthly payment amount would be reviewed
more frequently. In addition, the profiling system has provided guidance on the
type of redetermination that would be appropriate ( i.e., a field otfice interview or
a questionnaire completed by mail) and the frequency of the redetermination.

- Redeterminations are very cost-effective, and recent improvements are expected to
further enhance their effectiveness. The investment SSA makes in
redeterminations produces savings (collected and pre{fented overpayments) of $8
for each §1 spent. Although increased redetermmatlons produce a high ratio of
savings initially, the ratio begins decreasing after the fedeterminations with the
highest risk of overpayment are processed.

Of the 1.8 million redeterminations SSA processed in FY 1997, about 237,000
were cases with a high risk of overpayment. Reductions in SSI overpayments
resulting from this activity are estimated to exceed $850 million over a 7-year
period. In FY 1998, SSA made further improvements to the profiling system and
conducted an additional 49,000 redeterminations on catscs with a high likelihood
of payment change, resulting in an additional $140 million in overpayment
reductions.

Because redeterminations are so effective in reducing overpayments, SSA is
vigorously working to detect overpayments more qunckly and to prevent future
overpayments by increasing the number of redetennmatlons that it conducts. To
accomplish this increase, the President’s FY 1999 budget request includes
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$50 million in new funding specifically for conducting additional
redeterminations. If the additional funding is provided, SSA will process
approximately 2.1 million redeterminations in FY 1999, 505,000 of which will be
cases with a hugh risk of overpayment. In addition, SSA plans to further increase.
the number of redeterminations with a high risk of overpayment beyvond FY 1999,
These increases in the number of redeterminations could result in an estimated
annual reduction in overpayments of $260 million {as measured by the SSI quality
assurance review system) by FY 2002,

The ability to increase the number and effectiveness of redeterminations is critical
to SSA’s ability to Improve overall 881 payment accuracy. :
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Chapter 3

CONTINUING DISABILITY REVIEWS

Backeround

SSA conducts periodic reviews, called continuing disability reviews (CDRs), to
determine whether individuals receiving disability benefits have medically
improved so that they are no longer considered disabled and no longer eligible for
benefits. The CDR process allows SSA to ensure the integrity of the SSI program
by monitoring the disability status of beneficraries.

Although CDRs have always been considered irnportant, SSA had not conducted
CDRs for SSI-only cases in meaningiul numbers until the lase few years. Until
1994, the law did not require such a review, and SSA traditionaily directed its
Himited administrative resources 1o statutorily-mandated OASDI reviews. In
addition, SSA reduced the number of CDRs for both programs in the early 1990s
when the Agency was faced with unprecedented initial disability claims |
workloads.

As of October 1, 1997, approximately 1.6 miltion S8l-only beneficiaries were due
or overdue for a CDR. Of that number, 1.2 million individuals were disabled and
blind adults under age 63, and approximately 400,000 were disabled children,
Beneficiaries who are concurrently receiving S8 and OASDI benefits are counted
and processed under the OASDI program, and approximately 600,000 of these
beneficiaries were also due or overdue for a CDR.

Recent Legislative Changes

Over the past 4 years, several legislative mandates supported by the
Administration have increased the number of reviews required for 88! disability
cases. When S81 CDRs were moandated in P.L. 103.296, the Social Security
Independence and Program Improvements Act of 1994, SSA was required to
conduct CDRs on 100,000 SSI beneficiaries and on not fewer than one-third of the
S81 beneficiaries reaching age 18 in cach of FY's 1996 through 1998, Enactment
of P.L. 104-193, the Personal Resporsibility and Work Opportunity Reconciliation
Act of 1996 (which was later modified by the Balanced Budger Act of 1997},
further expanded the universe of statutorily-mandated CDRs.
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The Personal Responsibility and Work Opportunity Reconciliation Act of 1996
requires SSA to conduct:

o CDRs within I year of birth on all children who are ¢ligible becausc of their
low birth weight;

o CDRs at least once every 3 years on all SSI chlldhood beneficiaries whose
impairments are considered likely to improve; and

e medical redeterminations (usmg the adult dlsablllty standard) on all SSI
childhood beneficiaries within 1 year after reachmg age 18.

Over the past 2 years, the President and the Congress have demonstrated their
commitment to this crucial workload by enacting P. L 104-121 which authorized a
total of about $4.1 billion for OASDI and SSI CDRs for FYs 1996 through 2002.
In the Personal Responsibility and Work Opportumoz Reconciliation Act of 1996,
the Congress added the requirement for periodic CDRs and redeterminations for
SSI children and added a total of $250 million to the|authorized amounts for FYs
1997 and 1998. This brought the total authorized ﬁmdmg to about $4.3 billion for
conducting CDRs and redeterminations during FYs 1996 through 2002.

In response to legislative mandates, SSA developed a' 7-year plan for conducting
CDRs beginning in 1996 through FY 2002. The planjwas implemented in July
1996 and updated in March 1998. The table at the end of this Chapter reflects the
plan’s goals regarding SSI CDRs.

Improvements to the CDR Process

Prior to 1993, all CDRs were conducted as full medicaf reviews. The full medical
CDR process is labor-intensive and generally involvesi(1) an interview of the
beneficiary in a field office and (2) a determination of medlcal improvement by a
State DDS--a step that involves development of medlcal evidence and a special
examination, if needed. Recognizing the need to streamlmc the process, SSA
began using questionnaires, called CDR mailers, in conjunctlon with statistical
profiles in place of full medical reviews for some beneficiaries.

SSA developed statistical profiles for estimating the llkehhood of medical
improvement based on beneficiary information such as zl1ge impairment and length
of time on the disability rolls. For beneficiaries for whom the profile indicates a
relatively low likelihood of medical improvement, SSA 1 uses a CDR mailer; when
the profile indicates a relatively high or medium lnkehholcud of medical
improvement, SSA uses a full medical CDR. For those who receive a mailer, SSA
takes an additional step to determine whether the responses when combined with
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data used in the profiles, indicate that medical improvement may have occurred.
If so, the beneficiary also receives a full medical CDR. Individuals whose
responses 10 a mailer confirm the profiled data indicating that there is a low
likelihood of medical improvement are not referred for full medical CDRs. SSA
then sets a future CDR date for these individuals.

Using the profiling and CDR mailer process, SSA exceeded the 100,000 case
review mandate in FYs 1996 and 1997 and has been up-to-date in processing low-
birth-weight CDRs and age 18 redeterminations. Overall, SSA processed more
than 157,000 SSI-only CDRs in FY 1996. In FY 1997, SSA processed more than
262,000 SSI-only CDRs and will meet, or exceed, the budgeted target of 362,000
SSI CDRs.for FY 1998.

CDR Savings

Data suggest that, after all appeals, the CDRs conducted for SSI beneficiaries in
FY 1997 are expected to result in the cessation of benefits for an estimated 28,000
individuals. The OASDI CDR process in FY 1997 will yield, after all appeals,
benefit cessation of approximately 6,000 SSI beneficiaries who were also
receiving OASDI benefits. These cessations resulting from the FY 1997 CDRs
alone are projected to reduce SSI program expenditures by an estimated $915
million from FY 1997 through FY 2006.

Future Activity and Program Savings

SSA will pursue the needed funding each year to process CDR workloads. With
additional funding provided by the Congress, SSA expects to be up-to-date in
‘processing all SSI-only CDRs by the end of FY 2002. SSA expects to conduct
approximately 3.6 million SSl-only CDRs over the iife of the Agency's 7-year
plan. These numbers include cases now overdue for CDRs, as well as newly
maturing cases.

The following table, based on SSA’s 7-year plan, shows the number of SSI-only
CDRs to be processed in FYs 1998-2002. Also included are the estimated SSI
program savings resulting from CDRs conducted in FYs 1998 through 2002,
amounting to approximately 33 biilion over this 5-year period.
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SSI-only CDRs FY 1998-2062 Progress in Completing 7-year
CDR Plan

Number of Cumulative SS1 Number of CDRs Percent of

Fiscal CDRsprocessed program savings ' processed 7-year
year during vear (in millions} FY 1996 to-date plan total
1998 362,000 - $75 781,000 21.9%

, 1999 685,000 395 1,466,000 41.1
2000 552,000 1,020 2,058,000 517

2001 728,000 1,895 2,786,000 78.2

2002 779,000 2,595 3,565,000 100.0

' Includes estimated Federal SSI program savings rgszxitiﬁg from CDRs conducted on
OASDI beneficiaries concurrently receiving SS8I payments.
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Chapter 4

551 PROGRAM FRAUD

Background

Fraud and abuse in the S8I program generally involve individuals who file false
claims, make false statements or deliberately conceal imformation affecting initial
or continuing eligibility for benefits. S8 program fraud falls within three broad
categories:

» fraudulently claiming residency i the United States in order to receive SSI
benefits;

» collaborating with individuals to help them fraudulentiy obtain disahility
benefits; and

» intentionally failing to comply with reporting requirements by withholding
information about earnings, bank accounts, living arrangements, settlements,
etc., (o obtain or continue SSI eligmlity,

The potential for fraud is inherent in any cash benefit program. The extent of SSI
fraud may not be measurable, but it is a crilical concern to SSA. Even a small
amount of any such fraud tends to undermine public confidence in and support for
the program.

SSA and OIG Anti-Fraud Plan

The most effective means the Agency has to control {raud and abuse in the S8
prograni is a strong Office of the Inspector General (OIG) working topether with
SSA emplovees in local field offices. Since becoming an independent Agency,
SSA has teken steps to strengthen OIG, including increasing its staff (primarily
investigators) by two-thirds in the past 3 years.

SSA is engaged in an aggressive program to deter, detect, investigate and

prosecute fraud. To carry out this effort, S8A and OIG have developed a
comprehensive anti-fraud plan entitled “Zero Tolerance for Fraud.” The plan has

three goals:

» (o change programs, systems and aperations 1o reduce instances of fraud;

e 1o identify and eliminate wasteful practices that erode public confidence; and



» 1o prosecute vigorously individuals or groups whose actions undermine the
integrity of SSA’s programs.

The activities in the plan generally fall under the categories of fraud prevention
and detection, referral and investigation and enforcement There are-36 anti-fraud
initiatives in the plan. The National Anti-Fraud Cammxttee comprised of joint
SSA and OIG executive leadership, oversees and d%rects the plan. Ten regional
commitiees responsible for local issues provide support.

Anti-Fraud Efforis in 88A Field Offices

Front-line employees are often the first 10 idenufy p'(:niential S8I fraud, Employees
routinely assess the authenticity of evidentiary d{}cuments that appear to be
counterfeit, and scrutinize statements made by zzppizczmts and/or their
representatives that appear to conflict with other evzéence Field office employees
also rely on computer technology to reveal {{iscrcpanues with S5A’s records, and
follow-up on complaints or tips from the public regardmg potential 381 frand.
Numerous allegations of fraud and sbuse are z'ecewcd by S8A Fraud Hotline
program analysts and are subsequently routed to servicma field offices for fraud
development. SSA takes these allegations senously z}nd informs froni-line
employees of the importance of preventing and detecting fraud,

SSA. managers help employees 10 ensure that allegations of potential fraud are
referred to the OIG. Managers aiso ensure that snffzczeni internal controls are in
place to detect waste, fraud and abuse. SSA has reccmiy established over 1,300
management support positions in field offices, teleservice centers and program
service centers. Among other duties, these employeesjassist management and
technical staff with activities related to detection and referral of fraud and abuse
cases. This assistance includes reviewing informationjwhen fraud by
beneficiaries, applicants or the general public is suspeczcd developing
documentation and evidence for referral to OIG and provzdmg technical advice (o
field office employees on policies and procedures related to bene ficiary fraud.

851 Residency Fraud

An individual must be a resident of the United States to, be eligible for 81
payments. The O has been active in pursuing mdmduals who receive benefits
while restding outside the United States, and in demgnmg and testing methods to
identify such individuals. The OIG’s Operation Border|Vigil project is an ongoing
activity that identifies beneficiaries who commit residency fraud. One of the
initiatives under Operation Border Vigil invelved a res;d&ncv verification pilot
project in El Paso, Texas. This pilot demonstrated that abaut 7 percent of the S8
poepulation with claims of residency along the border were 1ivi ing outside the
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United States, therefore, improperly receiving SSI payments. The OUG found that
cerfain combinations of characteristics proved to be good indicators of
noaresidency. As a result of the pilot’s success, SSA in a number of areas across
the United States will attempt to develop profiles of characteristics that may be
 helpful locally in performing residency determinations. SSA will then work with
the OIG 1o prosecute those who have commitied fraudulent acts.

Another initiative used coniract investigators in border arens in California o
identify beneficiaries who are not United States residents using technigues w
identify those who had a high probability of non-residency. A significant number
of the individuals selected for investigation based on gquestions or concems raised
during case development were found not 16 be residing in the United States.
Payments to these individuals were either suspended or denied. The project
detected about $500,000 in overpayments and prevented about $400,000 in -
CITONCOUR payments,

In November 1897, SSA expanded this activity to 12 additional border sites in
California, New Mexico and Texas. Under this program {which now covers
approximately 85 percent of the Southwest border), cases involving questionable
United States residency are referred to a private contracior to investi ga{e the
residency issue and report to SSA.

SSA plans to expand this activity to other areas of the United States. Expansion
will begin at major ports of entry along the Casadian border.

SSA anticipates that these combined residency verification operations will reduce
overpayments by an estimated 525 million in FY 2002,

Collaborator Fraud

The O1G and SSA have, over the past few years, identified two types of disability
fraud that involve collaborating parties. The first type, sometimes referred to as
“interpreter fraud,” involves “middlemen™ who, by acting as interpreters, help
individuals apply for SSI benefits using fabricated or exaggerated claims of
disability. S8A discovered that some “middlemen” were providing the Agency
with misleading or incomplete information about eligibility factors for a number
of individuals.

To reduce the SSI disability program’s exposure o fraud of this type, SSA has
worked with the leadership of foreign language communities to promote trust and
to help change some immigrants’ belief that they need “middleman™ services
when conducting SSA business. In addition, SSA has substantially increased the
number of bilingual employees in local offices to act as interpreters and has
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funding to pay-for the services of interpreters when bilingual SSA employees are
not available,

The second type of collaborator fraud invelves heaith and other professionals who
provide fraudulent documentation and statements regzzrgimg the physical or mental
health of individuals to assist them in obtaining disability benefits, -

SSA’s California Fraud Pilot established a Fraud Investigative Unit within the
{California Department of Social Services” DDSs to focus on this type of
collaborator fraud. The unit investigates suspected f"'razld cases quickly enough to
provide sufficient evidence to deny claims or stop %}t’:n&zits during the initial or
continuing disability determination process. Field Q{f ces, IDISs and the Office of
Hearing and Appeals refer cases of this type of snspected disability fraud to the
unit.

Similar projects have now been initiated in five dddltl(ﬁ)l‘lal DD sites. These
projects generally consist of investigative teams of an OIG special agent, two State
law enforcement agents, and two DDS or SSA empiayees at each site.

Prefiminary reports on performance of these teams have been favorable. S8A
antictpates these teams will be fully operational in 15{8tates by FY 2002,

Fugitive Felon Initiative

Another initiative addresses fugitives who are calii—:azmg benefits in violation of
the Personal Responsibility and Work Opportunity Réconciliation Act of 1996
This law prohibited SS1 payments for any month dzzfzzzg which an individaal 15 (1)
fleeing to avoid prosecution for a felony; (2) fleging za:; avoid custody or
confinement after conviction for a Klony; or {3) vio atmg a condition of probation
or parole imposed under a Federal or State law. SSA and QLG are working with
the Federal Bureau of Investigation and State fugitive lata sources to obtain data
to suspend S81 benefits to such individuals when appropriate. SSA estimates that
these initiatives will result in overpayment reductions of $95 mullion annually by
FY 2002,
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Administrative Sanctions

85A has submitted a legislative proposal to the Congress that would auvthorize
denial or suspension of payments 1o an individual when $8A determines that he or
she knowingly makes, or causes to be made, a false statement, or omits, conceals
or misrepresents a material fact for use in gaining henefits. Administrative
sanctions would provide SSA field office staff with a tool to apply sanciiens ©
individuals who knowingiy furnish inaccurate information in their attempt to
obtain or increase their benefits, while maintaining due process protections for
these individuals. In addition, these sanctions would be a deterrent for others who
may mislead SSA in their attempt o inappropriately obtain or increase the amount

of benefits.

Enhanced Fraud Referral System

An enhanged fraud referral system will provide management information on ali
integrity-related matters. The system will be used to monitor the progress of
potential criminal cases from the point of discovery unti] final disposition by the
(O1G, the United States Attorney or the courts, as appropriate. SSA personnel
responsible for the criminal violations workload will directly access the system

with appropriate security controls in place.

Information from this system will enhance SSA's abilily o take a proactive
approach to reducing fraud and abuse. In par, it will allow 8SA to develop
profiles of fraud-prone situations and build these profiles into the audit trail
system, that will provide meaningful selections of audit cases.

Mulfi-Faceted Anti-Fraud Program

The Agency is dedicated to early detection and prevention of fraud through
increasing attention 1o program intégrity issues, educating SSA employees and
acting decisively when fraud is detected. Through the establishment of special
prajects and pilots, systems enhancements, communication with Federal and State
agencies and other initiatives, SSA will continue to focus attention on deterring
fraudulent activity and on bringing to justice individuals who commit erimes
against the program.



Chapter §

DEBT COLLECTION

Backgronnd

Each year, SSA detects substantial amounts of individual overpayments in the $81
program, and in FY 1997, detected more than $1.1 billion® in gverpayments, A
recent quality assurance study revealed that of the SSI debt initially detected ina
given year, more than 60 percent will ultimately be recovered. The remaining
balance includes some debts for which recovery would never have been possible.
For example, the Social Security Act requires SSA to waive recovery of a debt
when the individual is not at fault and is unable 1o repay. Also, some debts are
owed by individuals who die before recovery is completed.

The success at debt recovery notwithstanding, SSA is continually looking at ways
to further improve the recovery rate and has planned new initiatives and developed
legislative proposals that will continue to build upon this performance. These new
initiatives arc estimated to resul in program savings of $40 million by FY 2002,

Current Debt Collection Tosls

SSA currently makes use of the following debt collection tools that are authorized
by law: benefit offset, repayment agreement and tax refund offset. These tools
have enabled the Agency 1o achieve the 60 percent recovery rate.

Benefit Offset

The way debts are collected depends largely on whether the debtor is still
recetving SSI benefits. Collection is relatively easy from overpaid beneficiaries
who remain on the 881 rolls because SSA withholds a portion of the monthly
benefit and eventually recovers the entire overpayment. The Social Security Act
limits withholdings to 10 percent of debtors’ monthly income until the debt is
collected. If the debtor can demonstrate that a 10-percent withholding would be a
financial burden, SSA can use a lower rate. Automated withholding of partial
benefits is effective and efficient. Atthe end of FY 1997, 55 percent of overpaid
individuals were receiving benefits, and as of that date, 91 percent had their

® The $1.1 billion of detected overpayments reflects the amount of debt scrually detected through Ageocy
processes in FY 1997, regardicss of whan the payments were made. [n contzast, the $1.6 billion in
everpayments referenced in Chapier 2 refiscts an estimate of the entire universe of overpaymonts based on
a random sample of payments made in FY 1596,
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benefits offset. Moreover, of the $511 million in overpayment collections in FY
1997, $366 million was collected by benefit withholding.

In addition, former SSI beneficiaries who receive OASDI benefits can repay SSI
debt by voluntarily requesting offset of their OASD|I benefit. Under current law,
however, SSA cannot use cross-program recovery of SSI overpayments without
the individual’s agreement. In FY 1997, voluntary cross-program recovery
resulted in SSI overpayment collections of $16 million.

Repayment Agreements

Collecting debt from persons who are no longer receiving SSI benefits is difficult
and costly. SSA has six debt collection centers throughout the country with
employees who negotiate installment agreements wlnh former beneficiaries who
choose to repay by installment and locate former béneficiaries who fail to respond

to SSA’s overpayment notice.

As of the end of FY 1997, 45 percent of overpaid individuals were no longer on
the benefit rolls, 40 percent of whom were in some [form of repayment
arrangement. Employees in SSA’s debt collection centers are pursuing the
remaining 60 percent.

Tax Refund Offset

If an individual is eligible for a Federal tax refund, the amount of outstanding SSI
debt is recovered directly from the tax refund before any refund 1s sent to the
individual. Debtors can avoid the tax refund offsetby fully refunding the debt or
by establishing an installment agreement. In December 1997, SSA referred about
181,000 SSI delinquent debtors to the Department of Treasury for offset in the
1998 tax refund year. As of August 1998, SSA had collected over $30 million
through this program; i.e., more than $23 million by offset of tax refunds, and
more than $7 million by dlrect payment from individuals wishing to avoid the

offset.

SSA uses the tax refund offset to pursue all eligible delinquent debt owed by
individuals no longer receiving SSI payments.

Legislative Proposals

SSA has submitted to the Congress the following I?gislativc proposals, which
would enable the Agency to further improve debt recovery performance:
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¢ The President’s FY 1999 budget includes a provision to allow S8A to enforce
cross-program recovery when an overpaid former 881 recipient continues to
receive JASDI benefits. SSA estimates that the proposal, if enacted, would
yield $30 million in yearly SSI overpayment recovery,

s Another proposal would extend to the SSI program all methods currentiy
available for collecting overpayments under the OASDI program, including:

- administrative offset against any payment issued by the Treasury
Department; :

- Federal salary offset;

-~ referral of delinquent debtors to credit bureaus;

- use of private collection agencies; and

-~ charging interest,

SSA estimates that, if enacted, this proposal would result i additional
recovery of $10 million each year. This proposal would enable the Ageney o
recover more debt from individuals who are no longer S81 or OASDH
beneficiaries.

Administrative Improvements

SSA continually reviews its overpayment policies and practices to ensure that all
authorized debt collection practices have been implemented and that its policies
and procedures maximize debt recovery. The following examples illustrate recent
administrative improvements,

»  The Debt Collection Improvement Act of 1996 authorizes Federal agencies to
recover delinquent debts by gamishung wages. The Treasury Department
recently published regulations governing wage garnishment, and SSA is adding
this new tool to its debt collection program.

e SSA has g contract with Equifax Credit Information Services, Inc., 1o obtain
addresses of delinguent debtors,

* In 1998, S8A added the Discover card to 1ts credit card repayment process that
already includes Visa and MasterCard.

s SSA is enhancing one of its systems 1o transfer outstanding debt from closed
records of former SSI beneficiaries 1o their new accounts if they return to the

rolis.



33

CONCLUSION

The $8I program provides critical financial support to those in our society whose
needs are greatest, and SSA is engaged in major administrative initiatives to
improve Agency stewardship of the program. These initiatives demonstrate 8SA
management commitment to take the actions necessary to effectively deal with
program integrity issues, A number of initiatives that SSA has under way will
vield results in the near future, while others will take longer to produce significant
results. SSA will aggressively monitor each initiative and make modifications
when necessary to ensure that the best possible results are achieved. The table
inciuded in the appendix reflects the anticipated impact of these initiatives.
Moreover, SSA will continue to explore additional means to strengthen the
management of the 881 program.

SSA is firmly commitied to effective management of the 881 program. As this
report reflects, SSA's commitment includes administering the S8I program by
mieeting the critical needs of the individuals served by the program, as well as by
protecting the interests of the general public whaose taxes support the program.
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Anticipated Yearly Impacts of SSI M,;magement Initiatives
{Amounts in millions)
Fiscal year
. 1999 . 2002
Payment Aceuracy Rate:
{using FY 1996 rate of 84 5% as a
base-line) 94.8% 9%
Payment Accuracy Initiatives's
Computer matching with OSCE
Quarterly Wage and
Unemployment Compensation
databases $5 10
Cormputer matching on nursing
home admissions ? $20
Legislative proposal to facilitate
death information from States : 85
Prisoner Matching $20 $35
Online access to State Records ? 85
Other computer mmaiching '
operationg 2 &5
Legislative proposal o facilitate
computer matches with financial
mstitutions - $85
Conduet additional
redeterminations 260 $£260
Issue revised instractions to field
office staff to improve payment
accuracy 85 §20
Total Reduction in Overpayments 590 §510°
Continuing Disability
Reviews":
Increasing continuing disability
reviews on S81 cases 5325 $1,100




Anti-Fraud Initiatives':
Expand residency verification pilot

program 35 ' 325
Expand pilot project establishing

fraud units in DDSs : §15
Expard the use of local fugitive 315 §935

felon projests

Total Reduction in Overpayments $20 $135

Debt Collection Initiatives*:
Legislative proposal to expand 58]
debt collection 1ools # $10

President’s FY 1999 Budget
Request to allow SSA 1o enforce

Crass-program overpayment
recovery - 530 330

Total Program Savings $30 546

‘Amounts reflect overpayment reductions. _

“‘Reductions of less than $2.5 million in Federslly administered SSI overpayments.
1 a . . .
“Tatal amount reflects fess than the sum due 1o the inferaction among initiatives.

‘Amounts reflect Federal SSI progeam saviugs.
*Less than $2.5 million in Federal $31 program savings.

Explanation of Anticipated Impacts of 851 Management Initiatives

As stated throughout the report, 8SA is taking significant measures {0 strengthen the integrity of
the 88T program. One of SSA’s major objectives, as stated in the Agency’s Suategic Plag, isto
improve payroent accuracy by reducing overpayments. SS5A measures overpayments by
selecting a sample of 881 beneficiaries each month and conducting intensive personal interviews
and follow-up activities to validate the accuracy of the payments made in the sampled month.
Monthly payment inaccuracies discovered are accumulated 10 project total Incorrect payments
during a given vear. To ensure consistency in how overpayments are measured, SSA used this
same method 1o estimate the impact of SSI inltiatives that are designed to address overpayments,
specifically the payment accuracy sod anti-fraud imtiatives.

On the other hand, results achieved from continuing disability reviews and debt collection
inttiatives do not necessarily result in overpayment reductions, but rather, in reduced payment
outlays. Therefore, the impact of these initialives is maore appropriately measured in terms of
program savings. Estimating program savings is a traditional budget convention used 1o project
inereases or decreases in Federal program cutlays atributed to inftiatives affecting program

change.
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SOCIAL SECURITY

Office of the Commissioner

May 4, 1858

The Honorabhle AL Gore

President of the Senzte

United $tates Senaie

Washingiton, DC 20515 ‘

Dear Mr. Speaker:

Enclogsed for the consideration of the Congress is a draft
bill “To make improvements in the administration of the
Supplemental Security Income program, and Lor other purposas.’”
Upon enactment, the bill would he cited as the "Supplemental
security Income Program Integrity Act of 1888."

The Supplemental Security Income program is a national
inceme maintensance program under our stewardship. Individuals
qualify for assistance under the Supplemental Security Income
program if they are elderly, blind, or disabled, and have income
and resocurces below certain levels

It is our responsziblility fo ensure that eligible individuals
receive the correct amount of assistance under the program o
which they are entitled. It 1s equally our respcensibilily Lo
ensure that individuals who <o not meet the eligibility criteria
do not receive assistance.

We take our respensibilities very seriously, and believe
that, as careful stewards of the Supplemental Security Incone
program, we must be ever mindful ©f ways in which we can improve
our admialstration of thiz wvitally important program.

On March 11, I submitted te the (ongress a draft bill in
support of the President's FY 99 Budget respecting the Social
Securlty Administration, That draft bill contained two
provisions intended to enhance the integrity of the Supplemental
Security Income program. One ¢of these would provide autherity to
adijust the discretionary spending caps in FY 13832 by $50 millien
for funds appropriated o conduct additional redeterminations of
the nondisability factors relevant to eligibiliily under the
supplémental Security Income program. The other would aliow us
ta recover program overpayments made tc former Supplemental
Security Income recipients from thelr old age, survivors, or
disabllity insurance benefits.

SOCIAL SECURITY ADMINISTRATION BALTIMORE MDI 212354001
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The enclosed drafl bill proposss several additisnal
statutory changes that we believe w&aidlstx&ngaﬁﬁn cur ability to
provide Supplemental Security Income beﬁeﬂltﬁ in the correct
amount only to those individuals for whom assistance under the
program was intended.

Secuzﬁ*s 2 through & of the draft bili are intecded %0
improve the Socizl Security ﬁdﬂmniﬁtr&tlu“ 8 abii*ty to ascertain
facts that are material to an zndzvzduai*s eligibllity or correct
amount ©f assistance. Under current law, we are required to
verify from independent or ccllateral sburces information
supplied by applicants, and to obtain f%am cutside sources
additional infeormation that mighi bear on &n individual's status
under the program. The draff bill's prov15lans would expand the
pool of data available to the Social securxty Administration, or
make the data available on a more tlmely Or more economical
basis.

Section 7 of the draft bill would allow us to improve our
efforts to collect Supplemental Securlty Income overpaymnents by
gxtending to this program all of the debt collection authorities
currently available for the collection &f overpayments under the
Social Security program.

Sections 8 and 9 of the bill are designed to tighten the
program's eligibility criteria that nowjallow individuals to
qualify for the program by dispesing c¢firesources for less than
fair market wvalue, and by transferring assefs to a trust.

Actions such as these contravene a bhasi c principle underlying ths
Supplamental Security Income program; namely, that an individeal
with the means to provide for his or har own needs should usge
them for this purpcse before applying £or publilicly funded
assistance.

Finally, section 1C of the kill would authorize us to imposse
an administrative sanction of a limitediperiod of cash benefit
ireligibility on certain individuals who misstate or withhold
facts material to the determination of allglulﬁihy for beneflls
cr the amcunt ¢f those benefits.

The lnqzslaflon would affect clrect spending and recsipts;
therefore, it is subject to the pay-as- yoa g¢ requirement of the

Omnibus Budget Reconciliation Act of 1996 The pay-as-you-go
effact of this draft bill would be to reduce the deficilt by $10
miliion in fiscal vear 1999 and a totalfof $120 million during

fiscal vears 1889 to 2003,

An enclosure to this letter discusses the propesals in mors
detail.




wWe urge the Congress to glve the encleosesd draft bill its
prompt and favorable consideration.

We are advised by the Offirce of Management and Budget that
there is no objection to the submission of this draft bill to the
Congress from the standpeoint of the Administratiorn's program.

Sincerely,

Tt 4. ek

Kenneth 3, Apfel
Commissioner
of Social Security

Znelosures



Supplemental Security Income Program Integricy Ac¢t of 1548
Section-by-Section Summary
; i

Secricn 1 would provide that the Act may be cited as the
"Supplemental Security Income Program Integrity Act of 1ssg.v

Bection 2 would reguire the Commisgicner of Socizl Security
to conduct periodic matches with Medicare and Medicaid data held
by the Secrstary of Health and Human Services, and would
authorize the Commissioner to substitute information from the
matches for the physicianis certification otherwise required in
order to maintain the full benefit level of an individual whose
inscituticonalizavion is expected to imst fewer than three months,

Section 3 would provide that the Commissioner of Social
Security may regquest Supplementsl Security Income applicants and
reciplents to provide authorization for Che Commissioner to
abtain any and all financial records from any and all financial
ingtitutions. These suthorizations would be valid during the
pendency of an application and during eligibility for benefits
unless revoked in writing. The Commissioner need not furnish to
the financial institution coples of the authorizations or written
certification of compliance with the provisions of the Right to
Financial Privacy Act. As under current law, refusal to provide,
or revoecation of, an authorization may result in the Comnmissionsy
determining a person to be ineligible for Supplemental Sscurity
Income .

State. Data Exchanggs

Subsection {a} of section 4 would deem the Bocial Security
Adminiscration's data privacy standards o meet all State
standards for purposes of sharing data.

Section 5 would reguire States having contracts with the
Commissioner of Social S$ecurity for the provision of death Sata
to provide the data within 30 days of its receiph.

This section regulires Federal, Stare, and local institutions
incarcerating individuals subiect to the 8871 prisoner nonpayment
provision te furnish c¢ertain inmate information upon the request
of the Commissioner. The provision requirves mabching of prisoner
populations at the Federal, State and local level with records of
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SSI beneficiaries. Matches between SSA and non-Federal entities
will be exempt from the administrative requirements of the
Computer Matching and Privacy ProtectionlAct (e.g., a formal
matching agreement with each entity}. The section also removes
the provision in the Social Security Act|which removed all
Privacy Act rights and requirements from| information which is the
subject of these matches (i.e., information about prisoners).

1At ] | 17 . - .

Section 7 would extend to the Supplemental Security Income
program all of the debt collection authorltles currently
available for the collection of overpayments under the Social
Security program.

Treatment of Assets Held in Trust

Section 8 would include in the resources of an individual
countable for Supplemental Security Income purposes the assets of
any trust containing property transferred from the individual or
his or her spouse to the extent that the|assets could be used for
the benefit of either of them. The CommlsSLOner of Social
Security would be authorized to waive appllcatlon of this
provision in the event it would work an undue hardship. This

provision would complement, but not replace, similar rules under
Medicaid.

Disposal of Regourcegs for Less Thap Fair IMarket Value

Section 9 would provide a penalty under the Supplemental
Security Income program for the transfer |of assets at less than
fair market value. The penalty would be |la loss of benefits for a
number of months 'equal to the number of nonths obtained by
dividing the uncompensated value of dlsposed of resources by the
Federal benefit rate. The Commissioner of Social Securlty would
be authorized to waive application of thﬂs prov151on in the event
it would work an undue hardship. This prov151on would
complement, but not replace, similar rules under Medicaid.

s Lyt e

Section 10 would authorize the memdLsioner of Social
Security to impose a period of 1ne11g1b1ﬂ1ty for CASDI and
Supplemental Security Income benefits on any individual upon
making a determination that the 1nd1v1duai has made a statement
or representation of material fact for use in determining
eligibility to benefits, that the 1nd1v1dual knew or should have
known was false or misleading. or omitted a material fact or made
such a statement with knowing disregard for the truth. The
period of ineligibility would be 6 months| for a first occurrence,
12 months for a second occurrence, and 24] months for a third or
subsequent occurrence, and would extend to both programs.




To make improvements in the administration of the Supplemental

Sacurity Income program, and for other purposes.

SECTION 1. SHORT TITLE.
Thig Aot may be citad as the *"Supplemental Security Income
Program Integrity Act of 19987,

SEC. 2. COMPUTER MATCHES WITH MEDICARE AND MEDICAID
INSTITUTIOHALIZATION DATA.

{a} In General.--Section 1é€ilie} {1} of the Social RKecurity
Aet is amended by adding at the end the following new
’subparagr&ph:

“{J) For the purpose of carrying out this paragraph, the
Commissioner of Social Security shall conduct periodic computer
matches with data maintained by the Secretary of Health and Human
Services under title XVIII or XIX of this Agt. The Secretary
shall furnish to the Commissicner, in such form and manner and
under such bternms ag the Commissioner and the Secretary shall
mutually agree, guch information as the Commissioner may regqusast
for this purpose, Information obtained pursuant to such a match
may be substituted for the physiclian’s certifilcation otherwise
reguired under subparagraph (G (1) .7,

(b} Conforming Amendment.--Section 1611 {e) {1) {3) is amnended
by striking “subparagraph (H)" and inserting "subparagraph (H) or
(J) .

SEC. 3. ACCEES TO INFCRMATION HELD BY FINANCIAL IﬁSTITUTIQNS.
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(a) In General.--Section 1631{e) (1)(B) of the Social

Security Act is amended--

{1) by striking "(B}" and inserting " (B){i)"; and
{(2) by adding at the end the following new clause:
"(ii) The Commissioner of Social Security may require each

applicant for, or recipient of, benefits under this title to
provide authorization by such applicant or recipient (or by any
other person whose income or resources are material to the
determination of the individual's eligibility) for the
Commissioner to obtain (subject to the cost reimbﬁrsement
requirements of section 1115({a) of the Right to Financial Privacy
Act) from any financial institution (within the meaning of
section 1101(1) of such Act) any financial record {(within the
meaning of section 1101(2) of such Act) held by such institution
fespecting such applicant or recipient (or any other person whose
income or resources are material to the determination of the
individual's eligibility) whenever the Commissicner determines
such record is needed in connection with|la determination
respecting the individual's eligibility for-benefits under this
title {(whether initial or continuing) or|respecting the amount of
such benefits. Such authcrization shall] notwithstanding
paragraph (1) of section 1104 {a) of such|Act, remain effective

until--

"(I} a final adverse decision is rendered on the
individual's application for eligibillity for benefits under

this title,
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"(II) the individual's eligibility for benefits under
this title ceases, or
"(IIX) the individual {or such other persoﬁ) expressly

revokes the authorization in a written notification to the

Commissioner,
whichever occurs first. Authorizations obtained Ey the
Commissioner pursuant to this clause shall be considered to meet
the requirements of the Right tc Financial Privacy Act for the
purpose of section 1103(a) of such Act and need not be furnished
to the financial institution notwithstanding such requirement in
section 1104(a) of such Act. The cértification requirements of
section 1103 (b) of such Act shall not apply to reguests by the
Commissioner pursuant to an authorization obtained under this
clause. Any requests by the Commissioner pursuant to an
authorization obtained under this clause shall be deemed tc meet
the reqguirements of section 1104 (a) (3} and the flush language of
section 1102 of the Right to Financial Privacy Act. The
Commissioner shall inform any person who provides authorization
pursuant to this clause of the duration and scope of the
authorization under this clause. If an applicant for, or
recipient of, benefits under this title (er any other person
whose income or resources are material to the determination of
the applicant’s or recipient’s eligibility for such benefits)

refuses to provide or revckes any authorization for the
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Commissioner to obtain from any financial institution any
financial record, the Commissioner may, lon that basis, determine
that the applicant or recipient is ineligible for benefits under

this title.".

(b) Effective Date.--The amendments made by this section
shall take effect on the date of the enactment of this Act.
SEC. 4. STATE DATA EXCHANGES.

Whenever the Commissioner of Social Security requests
information from a State for the purpcse of ascertaining an
individual's eligibility for benefits (or the correct amount of
such benefits) under title XVI of the Social Security Act, the
standards of the Commissionef promulgated pursuant to section
1106 of the Social Security Act or any other Federal law for the
use, safeguarding, and disclosure of information shall be deemed
to meet any standards of the State that would otherwise apply tob
the disclosure of information By the State to the Commissioner.
SEC. 5. ACCELERATED PROVISION OF STATE DEATH DATA.

(a) In General.--Section 6103(d) (4)(B) (i) of the Internal
Revenue Code of 1986 is amended by inserting "within 30 days
following such filing" after "it".

{b) Technical Amendments.--Subparagraphs (A) and (B) of
section 6103(d) (4) of such Code are amended by striking
"Secretary of Health and Human Services"”|each place it appears

and inserting "Commissioner of Social Security”.




g
SEC. 6. PRISONER REPORTING REDUIREMENT.
{a) Amendments to Title XVI of the Social Sscurity Act.--

CBecurity Act {as previously

¥

Secticn 1511{e}{l) of the SBocia
amended by this Act) is further amended--
(1) in subparagrapn (I)}(ii), by striking "(I!*" and all
vhat follows through "{II}"; and
'{2} by adding at the end the following new
subparagrapns:

"{¥} Any agency of the United 3tates Government shall make
available to the Commissioner of Soclal Security, upon nga@st,
the name and social security account number of any individual who
is confined as described in section 202{x}{1){A) if the
confinament ;5 under the jurisdiction of such agency and the
Commisasioner of Sccial Securiiy reguires such information 1o
caryy out fhe provisions of this subsection.

"{L} Any agency cf any State {or pelirical subdivision
thereof}) shall make available to the Commissioner of Social
Security, upon reguest, the name and so¢lal security account
number of any individual whe i3 confined as described in section
202 (g3 (L1 {AY LFf the confinement is under the Jurisdiastisn of such
agency and the Commissioner of Bcgial Security reguires such
information to carry out the provisions of this subssction.™,

ib} Amendment to Title 5, United States Code.--Sscrion

S55Za{a) (81 (B} of title 5, United States Code, is amendsed--
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{1} by striking "or" at the snd of clausse {vid;

{2} by adding "or® at the endlef clauss {viil: and

(3} by adding at the end the following new ¢lause:
"{vili}) matches performed pursuant to
subparagraph (I) or (L) of section 1éll(e) (1) of
the Social Security Act.”)-
7. ADDITIONAL DZRT COLLECTION PRACTICES.

fa} In General.--Bection 183114} {1} of the Sooizl Security

Aot is amended by striking "section 2077 and inssrting "section

207,

section 204{Ff),".

(b} Effective Date.--The amendment made by this section

shall apply to debt outstanding on or after the date of the

enactment of this Act.

SEC.

8. TREATMENT OF ASSETS HRLD IN TRUST.

{a} Treatment as Resource,.——Section]lsdll of the Social

Becurity Act is amended by adding at thejend the following new

subssction:

"rrusts

"le){1) In determining the resources of an individual, the

provisions of paragreph {3) shall apply to a trust established by

such individual.,

*{Z2Y{A} For purposes of this subzection, an individoal shall

e considered to have established z trust if any assets of ths

individual f{or the individual's spouse)! were transferred to the

-



trust.

"{B) In the case of an irrevocable trust to which were
transferred the assets of an individual (cor the indi;idual's
spouse) and the assets of any other person or persons, the
provisions of this subsection shall apply to the portion of the

trust attributable to the assets of the individual {(or the
individual's spouse).
"{C) This subsection shall aéply without regard to--
"{i) the purposes for which the trust is established;
"{ii) whether the trustees have or exercise any
discretion under the trust;
"(iii) any restrictions on when or whether
distributions may be made from the trust; or
"{iv) any restrictions on the use of distributicns from
the trust.
"({3) (A) In the case of a revocable trust, the corpus of the
trust shall be considered a resource available to the individual.
"(B) In the case of an irrevocable trust, if there are any
circumstances under which payment from the trust could be made to
cr for the benefit of the individual or the individual's spouse,
the portion of the corpus from which payment to or for the
benefit of the individual or the individual's spouse could be
made shall be considered a resource available to the individual.

"(4) The Commissioner may waive the application of this
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subsection with respect to any individual if the Commissioner

determines that such application would work an undue hardship on

such individual.

"{5}) For purposes of this subsection--

"{A) the term 'trust' includes any legal instrument or
device that is similar to a trust:

"{B) the term ‘corpus' means all property and other
interests held by the trust, including accumulated earnings
and any other addition to such trust after its establishment
{(except that such term does not include any such earnings or
additicen in the month in which such' earnings or addition is
credited or otherwise transferred to the trust);

"(C) the term 'asset' includes| any income or resource
of the individual or the individuall's spouse, including--

"{i} any income otherwise| excluded by section
1612 {b),
"(ii) any resource otherwise excluded by this
section; and
"(iii) any other payment or property that the
individual or the individual's|spcouse is entitled to
but does not receive or have access to because of
action by--
"{I) such individual Jor spouse:;

"(II) a person or entity {including a court)




&
with legal authority to act in place of, or on
mehalf oF, such individual or spouse; or
"(III} a person or entity {including a2 court)
acting at the direction ¢f, or upon the resguest
of, such individeal or spouse;: and
{0} the term ’benefits under this title’ includes
$§at& supplementary payments which are paid hy the
Commissioner pursuant to an agreement under secuion 1616{s)
of this Act or section 2.2{b} of Publigc Law 93-56,
"i{6) PFor provisions respecting the penalty that may apply to
an ingdividual who transfers an asset to a trust, see subsection
{cy (1} {especially subparagraghs {(A) and () thereocf}.".

(b)Y Treatment as Lncome.-—-Section 1612:a) (2) of such Act is

amanded--
{1) by striking "and" at the end of subparagrapn {(E}l:
{Z2) by striking the period at the end of subparagraph
(F] and inserting "; and": and
{3} by adding at the end the following new
subparagraph:

"Gy any earnings of, and additicons to, the corpus
of a trust sstablished by an individual {within the
meaning of paragraph (2} (A} of ssction 1613{e}} and of
which such individual is a beneficiary {other than a

trust to which paragraph (4) of such section applies)
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(provided, in the case of an irrevocable trust, that

there exist circumstances under which payment from such

garnings or additicns could ke made to, or for the

benefit ¢f, such individual}). |l For purposes of this

subparagraph, the terms 'frust’ and ‘corpus’ have the

meanings given them in section 16131{e) {5).".

{cy Effective Date.-~The amendments made by this ssction

shall take effect on January 1, 19839, and shall apply 20 trusts

established on or after such date.

SEC. &. DISPOSAL OF RESQURCES FOR LESS [THAN FAIR MARKET VALUE.

{a) In General.--Section 161l3(c) of the Social Security Act

is ameénded——

(1) in

Madicaid Pol

Ingdividuals
{2} by
clauses {i}
{3} by
{4y by

(8! by

by paragraph

the caption, by striki

3

g "Notification of

.

icy Restricting Eligibillity of Institutionailzed
for Renefits HBased on™:
redesignating subparagraphs {A} and (B} as

and {11}, respectively;

striking "{2}" and inserting “({B}";
striking "(c} {1}" and inserting " {2} {A}":
inserting before paragraph (2] las redesignated

t4y of this subsection) the following:

"o} (1) Penalty.--

"{AY (1Y If an individual or the spouse of such an

individual disposes of resources for less than falr market

x
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value on or after the look-back date specified in subclause
{I) of clause (ii}, the individual is ineligible for
‘benefits under this title for months during the period
beginning on the date specified in clause (iii) and egual to
the number of months specified in clause (iv).

"{ii) {I) The loock-back date specified in this subclause
is a date that is 36 months before the date specified in
subclause {II).

"{(II} The date specified in this subclause 1s the date
on which the individual applies for benefits under this
title or, if later, the date on which the individual {(or the
spouse of such individual) disposes of resources for less
than fair market value.

"{iii) The date specified in this clause is the first
day of the first month that follows the month in which
resources were transferred for less than fair market value
and that does not occur in any other period of ineligibility
under this paragraph.

"{iv) The number of months of ineligibility under this
clause shall be equal to-—-

"{I) the total, cumulative uncompensated value of
all resources transferred by the individual (or the
spouse of such individual) on or after the look-back

date specified in subclause (I) of clause (ii), divided
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*{II} the amount of Eh@ naximum monthly benefic
payable ander section 1611{b} for the month in. which
occurs the date specified in subclause (I1) of clause
{ii) r

and rounded up, in the case of any fracticn, to the next

whole number.

"(B) An individual shall not be ineligible for benefits
under this title by reason of subparagraph (A) if the
Commissioner determines that-—-

"{i} the resources were transferred exclusively
for a purpeose cother than to gqualify for henefits undex
this title; or

"{ii] the denizl of eligihility would work an
undue hardship on the individual.

"{C} For purpcses of this paragrarpn, in the case of a
resource held hy an individual in common with another person
or psrsons in a joint tenancy, tenancy in common, or similar
arrangement, the resource {or the affected portion of such
resource! shall be considered to be transferred by such
individual when any acticn iz taken,}either by such
individual or by any other person, that raduces or
eliminates such individusl’'s ownership or contrsl of such

LESLUITE.
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"Dy {i} HNotwithstanding subpa;agraph {R}, this
subsection shall not apply Lo a8 transfsr of a rgsource to a
trusgt if the porticn of the trust attributasbls Lo such
resource is consideréd a resource avallable to the
individual pursuant to subsection {e) {3) {or would be so
considered, but for the application of subsection (@) (435,

"{ilY In the case of a trust established by an
incividual or the individual's spouse {within the meaning of
paraéragh {2y (A} of subssction {e)}, 1f from such portion of
the trust, if any, that is considered a resouvrce available
to the individual pursuant to paragraph (3} of such
subsection (or would be g0 considered but for ths
application of paragraph (4} of such subsection! or the
residue of such portion upon the termination of the fpust--

*(1} there is made a payment other than to or for
the benefit of the indiwvidual, or
"{II} no payment could under any circumstance he

made to the individual,
then the payment described in clause {I} or the foreclosure
of pavment described in clause {(II} shall be considersd a
transfer of resources by the individual or the individual's
spouse subisct tc‘this subsection, as of the date of such
payment or foreclosure, respectively.

"{E} In the case of a transfer by the spouse of an



-
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individual that results in & perioed

such individuoal under subparagraph

(A}

of irmeligibility for

ar (L} {ii}, the

Cemmissioner shall apportion such period of ineligibilicy

{or any portion of such pericd] among the individual and the

individual's spouse 1f the spouse Otherwise becomes

for benefits under this title.

Y

e

igible

"{F} For purposes of this paragraph--

"1y the term ‘henefits pnder this titleg!’

includes

State supplementary payments made by the Commissioner

pursuant o an agreement undsr

2121k} of Public Law 23-~66); a

[

"{ii} the term 'trust’ ha

cerm in subsaction'(e){s){ﬁé.“

Ea)
Wk

(b} Conforming Amendments.--Section

Security Act

i3z amended--

1

{1}

Availability of Information.--(A}";

%

{2} in subparagraph (A){i)--

{1} by inserting “paragraph

"provisions of";

{as redesignated by subseci]

by striking "{2}{A)" and ir

ssgtion 1616 o zsction

il

5 Lhe meaning given such

1613 (c) {2} of the Social

on (&) of this segrniond

wserting "{2) Notice;

{il} by striking "title XIX"” the first plﬁae such

phrase appears and inserting

respectively,’;

this title and title XIX,
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{iii} by striking "subparsgraph {8)]" and inssrting
"olavse {ii1Y; and

{iv} by striking "paragraph {2}7 and inserting
"subparagraph {B}";
{3} in subparagraph (&) (ii)=--

(i) by striking "by the State agency": and

(ii} by striking "section 1817{ci" and all that
follows and inserting "paragraph {1} or section

1817 (). " and

——

4} in subparagraph (B), by strixing "paragraph (1) (B}"

and inserting 'subparagraph (A} {ii)".

{c) EBffective Date.~--The amendnents made by this section
shall ke effescrive with respect to transfers ¢of rescurces for
less than fair market value that on or after the date of
enactment of vhis Act. ‘

SEC. 10. LOSS OF BENEFITS FOR PROGRAM VICLATIONS.

{a) In General.-~Title XI of the Social Security Act is
amended by inserting after section 11235 the following section:
YEEC, 11Z20A. NONPAYMENT OF BENEFITS UNDER TITLES Il AND XVI POR
FALEE OR MISLEADING STATEMENTS OR OMISSIONEG,

*ta) In General.~-Any Dperson who maxes, or causes to be *
made, a statement or representation cof a materisl fact for use in
devermining any initial or continuing right to or the amount of =~

*(a} monthly insurance bensfits uader title II, or



e

ey

"{Blbenefits ¢r payments under title XVI,
that the person knows or should know is [false or misleading or
knows or should know omits a material fact or makes such a
statement with knowing disregard for the| truth shall be subject
to a penalty described in subsection (bj|te be imposed by the

Commissioner of Social Security.

b} éenalty.--?he penalty described in this subsection ig--
*{1l} nenpayment of benefits under title II that would
otherwise be pavable to such individual, and
“"i2} ineligibility for cash benefits under tiltle VI,
for each month during the applicable period that beging and ends
&g specified in subsection {C}.
"{c} Duration of Penalty.--The duration of the penaity
described in subsection (bl shall be--
"{A} 6 caéseéative monthsd in the case of a first

determination by the Commissioner described in

subsection {a} respecting such idndividual;

*{B} 12 consecutive months, inn the case of &
second determination by the Commissioner described in
subsection [a) respecting such dadiwvidual; and

T{C) 24 consecutive menths! in the case of a third

Y

or subsequent determination by the Commissioner
described in paragraph {1} respecting such individuoal.

"(d} Effect on Cther Assistance.--aAnlindividual subject to a
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period of nonpayment of title II or ineligibility for title XVI
henefits pursuant to this ssction, nevertheless shall be
considerad to be recelving such benefits for the purposes ofew
"{1} determination of the eligiﬁility of such an
individual for benefits under title XVIII and title XIX; and
"{2} determination of the eligibility or amount of
benefits payabla under title IT or title XVI %o another
individual.

"{g&} Definitio¢n.-=~For purposas of this seczéan; the term
‘henefits under title ZVIT includes State supplemsniary payments
made by the Commissioner pursuant Lo an agreement under secitlon
1616{a) or this Act or sgetion 212{k} of Public Law 23-65).".

{h) Conforming Amendment Frecluding Delayed Retiremant
Credit for zny Month to Which a Nonpayment of Benefits Penalty
Applies.—Section 20Z{w] {2} {R) of au&h Act is amended--

{1} by striking "and” at the end of clause {1}:
{2} by striking the period at the end o¢f clause {il}
and inserting ”, and”; and
{3} by adding atv the end the following new clause:
"{iii} such individual wss nect subject Lo any
nonpayment of benefits penalty imposed pursuant to
section 11285A.",
{3y The amendments made by thls section shall be effsctive

upon the date of the enaciment of this ACt.
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by type of administration

[ I State administration (24)
Federal administration {16}
Joint Federal and State administration  {9)
B No State supplementation program ()
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