MANAGEMENT'S
DISCUSSION AND ANALYSIS



Management’s Discussion and Analysis

The Management’s Discussion and Analysis (MD&A\) is required supplementary information to
the financial statements and provides a high-level overview of the Social Security Administration
(SSA). The MD&A describes who we are, what we do, and how well we meet our established
goals.

The Overview of the Social Security Administration section highlights our mission as set forth in
the Agency’s Strategic Plan. In this section, we identify the major programs we administer and
provide a brief explanation of our organization.

The next section, Overview of Our FY 2011 Goals and Results, provides a discussion of our goals
and performance measures that track our progress toward achieving our mission. This section
links our agency-wide strategic goals with our priority goals; displays our FY 2011 operating
expenses by strategic goal; highlights how our results contribute to achieving our strategic goals
and objectives; and discusses how we plan to address the challenges we face. In addition, we
discuss our progress in carrying out initiatives funded by the American Recovery and
Reinvestment Act. We also discuss the integrity of our data, highlight audits of our performance
indicators, and describe our efforts to provide reasonable assurance that reported performance
information is reliable and complete.

In addition to discussing program performance, the MD&A also addresses our financial
performance in the Highlights of Financial Position section. We provide an overview of our
financial data, and explain the major sources and uses of our funds, as well as the use of these
resources, in terms of both program and function. We also provide an overview of our social
insurance data, discuss the solvency of the Old-Age and Survivors Insurance (OASI) and
Disability Insurance (DI) Trust Funds, and indicate the projections for short-term and long-term
financing of the OASI and DI Trust Funds. We end this section with a summary of our progress
toward addressing improper payments.

Finally, the Systems and Controls section of the MD&A provides a discussion of the actions we
have taken to address our management control responsibilities. The Management Assurances
section provides our assurances related to the Federal Managers’ Financial Integrity Act and the
determination of our compliance with the Federal Financial Management Improvement Act. We
also address the results of the audit of our financial statements and compliance with the Federal
Information Security Management Act.
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Management’s Discussion and Analysis

OVERVIEW OF THE SOCIAL

SECURITY ADMINISTRATION

Our Mission
Deliver Social Security services that meet the changing needs of the public

Social Security Benefits America

Few government agencies touch as many people as we do. The programs we administer provide afinancial safety
net for millions of Americans, and many people consider them the most successful large-scale Federal programsin

our Nation’s history.

Social Security initially covered retired workers. Later expansions added dependent and survivor benefits, as well
as disability insurance (DI). We also administer the Supplemental Security Income (SSI) program, a Federal

needs-based program financed through general revenue funds.

OLD-AGE, SURVIVORS, AND DISABILITY
| NSURANCE PROGRAM

Retirement I nsurance Program

The basic benefit structure of retirement benefits has
remained essentially unchanged since 1939. When people
work and pay Social Security taxes, they earn credits
toward Social Security benefits. Most people need

40 credits, or 10 years of covered work, to qualify. Social
Security taxes fund the Old-Age, Survivors, and Disability
Insurance Program (OASDI) Trust Funds that we use to
pay OASDI (Retirement, Survivors, and Disability
Insurance) benefits.

Survivors | nsurance Program

A loss of a family’s primary wage earner can take a
financial toll. Survivors benefits provide income to family
members of workers who die. Survivors eligible for
benefits include widows or widowers, minor or disabled
children, and surviving divorced spouses. In 1939, we
began paying survivors benefits; disabled widows and
widowers benefits began in 1968.

How Social Security Benefits America
for Fiscal Year 2011

= Qver 60 million Social Security

beneficiaries and SSI recipients received a
combined total of about $770 billion

= 87 percent of the American population

age 65 and over receive Social Security
benefits

= Among elderly Social Security

beneficiaries, 23 percent of married
couples and 43 percent of unmarried
individuals rely on Social Security for
90 percent or more of their income

= 69 percent of the total benefits paid go to

retired workers and their dependents

= 94 percent of all workers are covered by

Social Security
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Disability | nsurance Program

In 1956, Social Security expanded to include a disability benefit program for disabled workers ages 50-65. These
changes included benefits for disabled adult children of retired or deceased insured workers. 1n 1960, disabled
workers of all ages could apply for DI benefits. We pay benefits to people who cannot work because they have a
medical condition expected to last at least one year or result in death.

SUPPLEMENTAL SECURITY INCOME PROGRAM

SSl isameans-tested program designed to provide a monthly payment to aged, blind, or disabled people with
limited income and resources. Adults, as well as children, can receive payments based on disability or blindness.

For more information on all of our programs and benefits, please visit our Understanding The Benefits web page at
Www.ssa.gov/pubs/10024.html .

How We Served America in Fiscal Year 2011

= Issued 16.4 million new and replacement = Completed over 1.4 million continuing
Social Security cards disability reviews

= Performed 1.3 billion automated Social =  Completed 3.4 million overpayment actions
SEBTLY MUirloCy VEiesifens = Reconsidered 828,010 denied disability

= Posted 216 million earnings items to applications

WEIETE" TEEees =  Completed 126,992 Appeals Council reviews

= Conducted 644,957 hearings

= Defended 12,000 new Federal court cases

= Completed more than 62 million
transactions on our National 800 Number

= Assisted 44.9 million visitors
=  Oversaw approximately 6.6 million
representative payees

= Distributed nearly $1.4 billion in
attorney fees

= Received 4.8 million retirement, survivor,
and Medicare applications

= Received 3.2 million initial disability claims

=  Completed 2.4 million SSI non-disability
redeterminations
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Management’s Discussion and Analysis

Our Organization

We touch the lives of nearly every American, including many people living abroad. We administer the largest social
insurance system in the world. Our current organization is comprised of more than 65,000 employees. We deliver
services through a nationwide network of 1,500 offices that include regional offices, field offices (including card
centers), teleservice centers, processing centers, hearing offices (including satellite offices and National Hearing
Centers), the Appeals Council, and our headquarters located in Baltimore, Maryland. We also have a presencein
several U.S. embassies around the globe.

REGION | REGIOHN I REGICHN 1IN REGION IV REGION VW
Boston Reguon Mew York Region Phiaceiphia Region Allanta Region Chocags Region

REGION VI REGION Wil REGHIM VI REGION IX REGION X
Dalas Ragion Kansas City Regian Crenver Regios San Franckion Region Saamhe Ragen
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Management’s Discussion and Analysis

Our field offices and card centers are the primary points of contact for in-person interactions with the public. Our
teleservice centers primarily handle telephone callsto our National 800 Number. Employeesin our processing
centers primarily process OASDI payments but also perform awide range of functions, which include answering
telephone calls to our National 800 Number. Our immediate claims taking units primarily take claims over the
phone and assist with processing claims filed over the Internet. The Appeals Council and administrative law judges
in our hearing offices and hearing centers make decisions on appeals of denied Social Security and SSI claims.
Most of our employees serve the public directly or provide support to employees who do. We depend on over
17,066 employeesin our 54 State and territorial Disability Determination Services (DDS) to make disability
determinations. The accompanying table depicts the types of contact we provide to the public by office type. A
chart illustrating our organizational structure and the function of each component is available on our website at
WWW.SOci al security.gov/org.

Type of Contact with the Public

. In- Local National 800 l\.llzlikes Supporting
Office Type Person Phone Number Decnspns ON  Cinctions
Calls Calls Claims

Regional and Area Director Offices v v v
Field Offices Ve v v
Processing Centers v v v
Teleservice Centers v v
Immediate Claims Taking Units v o4 v
Social Security Card Centers v v
Hearing Offices v v v
National Hearing Centers V' v v
Satellite Hearing Offices v v
National Case Assistance Center v v
Disability Determination Services v
Headquarters v

*n-person contacts include video service delivery and video hearings.

Eighty-six percent of our employees serve the public directly or make decisions on benefit claims. The remaining
employees support the staff who serve the public directly. Refer to the chart below for an employee breakdown by
contact type.

How We Serve the Public

10%
\

11%

21%

@ PublicContact m Disability Determinations
O Hearings Decisions mRegional\Other SupportStaff
O Headquarters Staff
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OVERVIEW OF OUR FY 2011

GOALS AND RESULTS

How We M anage Perfor mance

The Government Performance and Results Act established the framework for agencies to communicate progressin
achieving their missions. We use a performance management framework detailed in our Agency Strategic Plan,
available at www.social security.gov/asp/plan-2008-2013.html to associate our strategic goals with related long-term
outcomes and strategic objectives. Our strategic goals are:

Goal 1: Eliminate Our Hearings Backlog and Prevent Its Recurrence;
Goal 2: Improve the Speed and Quality of Our Disability Process;
Goal 3: Improve Our Retiree and Other Core Services; and

God 4: Preserve the Public’s Trust in Our Programs.

Each year, we publish our Annual Performance Plan, which outlines our current-year tactical plans for achieving
the goals and objectives outlined in our Srategic Plan. Our integrated budget and Annual Performance Plan
demonstrate the connection between requested funding and planned performance. The President’s fiscal year
(FY) 2012 budget request included our Annual Performance Plan for Fiscal Year 2012 and Revised Final
Performance Plan for Fiscal Year 2011, which outlined our performance commitments for FY 2011. Our

FY 2012 budget request is available at www.ssa.gov/budget/2012BudgetOverview.pdf.

The Agency Performance section of the Performance and Accountability Report completes the cycle by comparing
our results to planned performance for each measure contained in the Annual Performance Plan. It also providesa
full discussion of our program evaluations conducted.

The chart below shows our FY 2011 operating expenses allocated by strategic goal.

FY 2011 Operating Expenses
by Strategic Goal
{$ in millions)

o $3,667

m 52,104

H 54,299

W $2,427

m Hearings Backlog m Disability Process
D Core Services B Public’s Trust
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OUR PrRIORITY GOALS

The President challenged Federal agencies to cut waste, save money, and deliver better service. In response, we
identified 4 Priority Goals that we expect to achieve within a 24-month period. Our Priority Goals are aggressive,
and support our overarching strategic goals. We regularly review our progress, and take necessary actions to
improve our outcomes and reduce costs. We provide more information on our Priority Goal performancein the

Performance Summary of Goals and Results for FY 2011 section on pages 14-17.

Priority Goals

Strategic Goal Each
Priority Goal

Priority Goal Targets for
FY 2011

Goal 1: Increase the Number of
Online Applications for Retirement
and Disability

The public expects the convenience of
online services and we are striving to
meet its demand.

Supports

Goal 2: Improve the
Speed and Quality of
Our Disability Process

Goal 3: Improve Our
Retiree and Other Core
Services

Achieve 44 percent of the
total retirement claims filed
online

Achieve 34 percent of the
total initial disability claims
filed online

Goal 2: Issue More Decisions for
People Who File for Disability

We continue to lower the disability
backlog, complete claims more
accurately, make quicker decisions for
people with severely disabling conditions,
and reduce the time it takes to receive a
hearing decision.

Goal 1: Eliminate Our
Hearings Backlog and
Prevent Its Recurrence

Goal 2: Improve the
Speed and Quality of
Our Disability Process

Complete 3.273 million initial
disability claims

Achieve 5 percent of all initial
disability cases identified as a
Quick Disability Determination
or a Compassionate
Allowance

Complete 815,000 hearing
requests

Goal 3: Improve Our Customers’
Service Experience on the Telephone,
in Our Field Offices, and Online

We continue to improve telephone
service on our National 800 Number and
increase the public’s overall satisfaction
with the services they receive.

Goal 3: Improve Our
Retiree and Other Core
Services

Achieve an average speed of
answer rate of 267 seconds
on our National 800 Number

Achieve the target busy rate
of 6 percent for
National 800 Number calls

Achieve our overall service
rating of 83.5 percent
“excellent,” “very good,” or
“good” given by people who
do business with us
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Priority Goals

Management’s Discussion and Analysis

Goal 4: Ensure Effective Stewardship
of Our Programs by Increasing Our
Program Integrity Efforts

We strengthen program integrity by
minimizing improper payments and
protecting program dollars from waste,
fraud, and abuse.

Strategic Goal Each Priority Goal Targets for
Priority Goal FY 2011
Supports
Goal 4: Preserve the e Complete 329,000 full medical
Public’s Trust in Our continuing disability reviews
Programs

e Complete 2.422 million
SSI non-disability
redeterminations

e Achieve 93.3 percent
SSI payments free of
overpayment error

e Achieve 98.8 percent
SSI payments free of
underpayment error

e Achieve 99.8 percent
OASDI payments free of
overpayment error

e Achieve 99.8 percent
OASDI payments free of
underpayment error
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Management’s Discussion and Analysis

Performance Summary
of Goalsand Resultsfor FY 2011

The following tables provide a brief overview of our performance for our 33 FY 2011 performance measures. We
list the measures based on the goals and objectives they support in our Agency Srategic Plan for FYs 2008-2013 at
WWw.soci al security.gov/asp/plan-2008-2013.html and our Annual Performance Plan for FY 2012 and Revised Final

Plan for FY 2011 at www.socialsecurity.gov/performance.

Note:

We published the FY 2011 Annual Performance Plan before we received our annual funding; therefore,
those performance targets were not based on our FY 2011 appropriation. The FY 2011 targets
reported here reflect performance commitments based on our annual FY 2011 funding included in
Public Law 112-10, the Department of Defense and Full-Year Continuing Appropriations Act.

We accumulate much of our performance data based on an operating month rather than a true calendar
month. An operating month cuts off on the last Friday of the calendar month. Each quarter of a normal
operating year contains 13 weeks and the fiscal year contains 52 weeks. Every 5 or 6 years, the fiscal year
contains 53 weeks rather than the normal 52 weeks because the year is not evenly divisible by 7 days.

FY 2011 isa53-week fiscal year. The table on pages 83-84 shows our fiscal year performance for select
measures through both the end of the 52™ and 53" week. We include the 53" week (through

September 30, 2011) in the actual performance for these measures in this Performance and Accountability
Report.

Key
Target met or exceeded %
Target not met '
Target not met, but performance improved from previous fiscal year =)
To be determined - final FY 2011 data not available TBD
PG - Indicates the measure is one of our Government Performance and Results Act performance
measures that support our Priority Goals. More information on Priority Goals is available on
pages 12-13.

Strategic Goal 1: Eliminate Our Hearings Backlog and Prevent Its Recurrence

Strategic Objective 1.1: Increase our capacity to hear and decide cases

Performance Measure FY 2011 Target FY 2011 Actual Target Achieved Page #
1l.1a Complete the budgeted .
PG number of hearing requests 815,000 795,424 & 50
Achieve the budgeted goal for
1.1b SSA hearings case production 107 109* N 51

per workyear

Strategic Objective 1.2: Improve our workload management practices throughout the hearings process

Performance Measure FY 2011 Target FY 2011 Actual Target Achieved Page #
1.2a Achu_ave the target number of 725,000 787,190* ¥ 52
hearing requests pending
0,
Achieve the target to eliminate Lhe;;itrr]]a?eo'l?e/;g 0.09% of hearing
1.2b the oldest hearing requests greq requests pending N 53

pending 775 days

pending or older

775 days or older*
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Management’s Discussion and Analysis

Strategic Goal 1: Eliminate Our Hearings Backlog and Prevent Its Recurrence

Strategic Objective 1.2: Improve our workload management practices throughout the hearings process

Performance Measure FY 2011 Target FY 2011 Actual Target Achieved Page #
Achieve the budgeted goal for
1.2c average processing time for 365 days 360 days* % 53
hearing requests
Less than 1% of
Achieve the target to eliminate Appeals Council gosj/;c?lf r':pEZZ‘![SS
1.2d the oldest Appeals Council requests for for review qen din N 54
requests for review pending review pending P %
650 days or older
650 days or older
Achieve the target average
1.2e processing time for Appeals 370 days 358 days* % 55
Council requests for review

Strategic Goal 2: Improve the Speed and Quality of Our Disability Process

Strategic Objective 2.1: Fast-track cases that obviously meet our disability standards

Performance Measure

FY 2011 Target

FY 2011 Actual

Target Achieved

Page #

2.1a
PG

Achieve the target percentage
of initial disability cases
identified as a Quick Disability
Determination or a
Compassionate Allowance

5%
(September only)

5.9%
(September only)*

+

56

2.1b
PG

Complete the budgeted
number of initial disability
claims

3,273,000

3,390,936*

57

2.1c

Minimize average processing
time for initial disability claims
to provide timely decisions

118 days

109 days*

58

2.1d

Disability Determination
Services net accuracy rate for
combined initial disability
allowances and denials

97%

Available
January 2012

TBD

59

2.1e

Disability Determination
Services cases production per
workyear

Strategic Objective 2.2:

275

287*

Make it easier and faster to file for disability benefits online

60

Performance Measure FY 2011 Target FY 2011 Actual Target Achieved Page #
2.2a Achieve the target percentage
PG of initial disability claims filed 34% 33%* =1 61
online
2.2b Achieve the target number of 845,000 759,023* 4 62

initial disability claims pending

Strategic Objective 2.3:

Regularly update our disability policies and procedures

Performance Measure FY 2011 Target FY 2011 Actual Target Achieved Page #
Develop and Published two
Update the medical Listing of submit at least regulatory actions
2.3a three regulatory & 63

Impairments

actions or Social
Security Rulings

and one Social
Security Ruling

SSA’s FY 2011 Performance and Accountability Report | 15



Management’s Discussion and Analysis

Strategic Goal 2: Improve the Speed and Quality of Our Disability Process

Strategic Objective 2.3: Regularly update our disability policies and procedures

Strategic Goal 3: Improve Our Retiree and Other Core Services

Performance Measure FY 2011 Target FY 2011 Actual Target Achieved Page #
Increase the percentage of 500% above 108% above
2.3b | disability cases evaluated using FY 2010 baseline | FY 2010 baseline* =1 63
health Information Technology (18,000) (6,235)
Number of Disability Insurance
and Supplemental Security Available
2 Income disability beneficiaries, 114,310 July 2012 TBD 64
with Tickets assigned, who work
Number of Disability Insurance
and Supplemental Security Available
2.3d | Income disability beneficiaries 774,048 TBD 65
December 2012
who earned four quarters of work
credit during the calendar year

Strategic Objective 3.1: Dramatically increase baby boomers’ use of our online retirement services

We do not have an FY 2011 performance measure under this strategic objective.

Strategic Objective 3.2: Provide individuals with accurate, clear, and up-to-date information

Strategic Objective 3.3: Improve our telephone service

Performance Measure FY 2011 Target FY 2011 Actual Target Achieved Page #
Percent of retirement, survivors,
3.1a and health insurance claims 100% 106% 4 66
' receipts completed up to the (4,590,000) (4,877,955)*
budgeted level
31.b | Achieve the target percentage of o o
PG retirement claims filed online 44% 41%* & 67

“very good,” or “good”

Strategic Objective 3.5: Process our Social Security

Performance Measure FY 2011 Target FY 2011 Actual Target Achieved Page #
3.3a Achieve the target speed in
P.G answering National 800 Number 267 seconds 180 seconds & 68
calls
3.3b | Achieve the target busy rate for 0 o
PG National 800 Number calls 6% 3% # 69
Strategic Objective 3.4: Improve service for individuals who visit our field offices
Performance Measure FY 2011 Target FY 2011 Actual Target Achieved Page #
Percent of individuals who do
3.4a | business with SSA rating the o o
PG overall services as “excellent,” 83.5% 81.4% = 70

number workload more effectively and efficiently

Security numbers

Performance Measure FY 2011 Target FY 2011 Actual Target Achieved Page #
Achieve the target percentage for
3.5a | correctly assigning original Social 99% Available May 2012 TBD 71
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Strategic Goal 4: Preserve the Public’s Trust in Our Programs

Strategic Objective 4.1: Curb improper payments

We do not have an FY 2011 performance measure under this strategic objective.

Strategic Objective 4.3: Maintain accurate earnings records

Strategic Objective 4.2: Ensure privacy and security of personal information

Performance Measure

FY 2011 Target

FY 2011 Actual

Target Achieved

Performance Measure FY 2011 Target FY 2011 Actual Target Achieved Page #
4.1a Complete the budgeyed number of
F;G Supplemental Security Income 2,422,000 2,456,830* & 72
non-disability redeterminations
4.1b | Increase the budgeted number of
PG | continuing disability reviews 1,357,000 1,408,897 # 3
Percent of Supplemental Security Overpayment Available TBD
4.1c | Income payments free of 93.3%** June 2012
- 75
PG | overpayment and underpayment Underpayment Available TBD
error 98.8% June 2012
Percent of Old-Age, Survivors, Overpayment Available TBD
4.1d | and Disability Insurance payments 99.8% April 2012 76
PG | free of overpayment and Underpayment Available TBD
underpayment error 99.8% April 2012
Increase the number of
41 transactions received through the
le . . L 500,000 2,048,678 N 78
Access to Financial Institutions

Page #

4.3a

We do not have an FY 2011 performance measure under this strategic objective.

Reduce the target percentage of
paper Forms W-2 completed

15.5%

14.4%

+

Strategic Objective 4.4: Simplify and streamline how we do our work

Strategic Objective 4.5: Protect our programs from waste, fraud, and abuse

79

Strategic Objective 4.6: Use “green” solutions to improve our environment

Performance Measure FY 2011 Target FY 2011 Actual Target Achieved Page #
Receive an unqualified audit Receive an Received an
4.5a | opinion on SSA'’s financial unqualified unqualified opinion £ 80
statements opinion q P

Performance Measure FY 2011 Target FY 2011 Actual Target Achieved Page #
0,
Replace gasoline-powered & /iongfeEI)rZOll 75% of FY 2011
4.6a | vehicles with alternative-fuel replaceg inventory replaced 4 80
vehicles (28 vehicles) (28 vehicles)
Develop and implement an Establish Established
4.6b | agency Environmental performance performance 4 81
Management System objectives objectives

*FY 2011 actuals based on data through the 539 week.
**QOur Annual Performance Plan and Congressional Justification, issued in February 2011, reflected the FY 2011 SSI overpayment accuracy rate target
as 92 percent. Because of thelag in producing actual performance data, we did not receive FY 2010 SS| overpayment accuracy data until June 2011.

Theincrease in our FY 2010 accuracy rate prompted us to revise our FY 2011 target to 93.3 percent.

SSA’s FY 2011 Performance and Accountability Report | 17




Management’s Discussion and Analysis

Summary of FY 2011 Performance

The following 13 pages highlight our accomplishments and the practices and initiatives we used to meet our goalsin
FY 2011. Wediscuss key issues that affected our FY 2011 operations and those issues that we anticipate will affect
our future operations. We aso identify which Priority Goal supports each strategic goal and show our overall
performance measure results.

STRATEGIC GOAL 1

ELIMINATE OUR HEARINGS BACKLOG AND PREVENT | TSRECURRENCE

Strategic Objectives Supporting Priority Goal
e Increase our capacity to hear and decide cases Issue More Decisions for People Who File for
e Improve our workload management practices Disability

throughout the hearings process
Overall Performance Measure Results

e Metthetarget for 5 of 7 measures

e Did not meet the target for 2 of 7 measures

Eliminating our hearings backlog remained our top priority in FY 2011. We completed over 45 percent more
hearing requestsin FY 2011 than we did in FY 2007 before the recession began. We dramatically reduced the
claimants’ wait time for a hearing decision down to 345 days in September, the lowest level since FY 2003. In
addition, we eliminated virtually all of our oldest hearing requests pending over 750 days. When we began
executing our backlog reduction plan in FY 2008, only 49 percent of cases were pending less than 270 days versus
71.5 percent in FY 2011.

A hearing, which is the second step in our four-step appeals process, affords a claimant due process. Generally,
there are four levels of appeal:

e Reconsideration by the Disability Determination Service (DDS);
e Hearing by an administrative law judge (ALJ);
e Review by the Appeals Council; and

e Federa Court review.

At the beginning of FY 2011, we had 111,792 pending hearings level cases that would be 775 days old or older by
the end of the fiscal year. We reduced the 111,792 to 103 cases by the end of FY 2011.

In FY 2011, we received 859,514 requests for hearings, an __ ] —
al-time high. With our technology enhancements and A B vy e decisions
increased capacity to hear and decide cases, we compl eted
795,424 hearing requests, our highest annual total to date.
We averaged 360 days to issue a hearing decision, whichis
over 5 months faster than in FY 2008 (refer to
accompanying chart). We are still on track to meet our "
goal to reduce the time it takes a person to receive a
hearing decision to an average of 270 daysin 300
September 2013.

FY2006 FY2007 FY2008 Fy2009 FY2010 FyY2011
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STRATEGIC OBJECTIVE 1.1:
INCREASE OUR CAPACITY TO HEAR AND DECIDE CASES

We continue to increase our capacity to hear and decide cases through the following initiatives.

Open New Hearing Offices: We originally planned to open 16 new hearing officesin FY 2011, but budget cuts
forced us to cut that number in half. We opened or expanded eight hearing offices in these locations: Moreno
Valley, CA; Augusta, GA; Lawrence, MA; Columbia, MO; Jersey City, NJ; Reno, NV; Franklin, TN; and Tacoma,
WA.

In FY 2011, we operated National Case Assistance Centers (NCAC) in St. Louis, MO and McLean, VA. The
NCACs provide support services, such as preparing cases for hearings, writing hearing decisions, and helping to fill
ALJ hearing dockets to capacity. Inearly FY 2011, our NCACs began working on two new workloads for our
Office of Appellate Operations: (1) non-disability cases and (2) writing assistance. However, due to budget cuts,
we had to close our McLean NCAC in late FY 2011.

Administrative Law Judge Hiring: In FY 2011, we hired 143 ALJs and more than 900 associated support staff to
help us hear and decide more cases.

Expand Video Hearing Capacity: Video hearings give us the flexibility to distribute our hearing workload more
efficiently. We use video hearing technology to reduce the travel time for all hearing participants. Video hearings
allow the ALJ, the claimant, and any other hearing participants to attend the hearing via video teleconferencing from
separate locations.

All of our hearing offices, permanent remote hearing sites, and some field offices are equipped to hold video
hearings. Claimant representatives can buy their own video equipment if they and their clients want to participate in
the hearing at their own office as long as we certify the claimant representative’s video equipment. In FY 2011, we
held almost 130,000 video hearings nationwide, over 9,000 more video hearings than in FY 2010.

Attorney Adjudicator Initiative: Thisinitiative allows our most experienced adjudicators to make fully favorable
on-the-record disability decisions without a hearing. If a claimant’s case meets our disability definition, the attorney
adjudicator writes the decision and adjudicates the claim. This initiative allows ALJs to work on cases that are more
complex and require a hearing. While the majority of attorney adjudicators are senior attorneys working in hearing
offices, attorney adjudicators also include regional attorneys, and other attorneys who are also hearing office
directors or group supervisors.

We also have Virtual Screening Units, which include attorney adjudicators stationed at their home offices who
devote 100 percent of their time screening cases to determine if they can make a fully favorable on-the-record
decision. In FY 2011, attorney adjudicators decided 53,464 cases.

STRATEGIC OBJECTIVE 1.2:
IMPROVE OUR WORKLOAD MANAGEMENT PRACTICES THROUGHOUT THE HEARINGS PROCESS

We used new technologies to improve our workload management practices throughout the hearing process. These
technol ogies helped us compl ete, control, clear, and assess the quality and policy compliance of cases at al stages of
the appeal's process more quickly and easily. The new technologies also decreased AL J decision time, allowing us
to pay benefits more quickly after afavorable hearing decision.
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Use of the Standardized Electronic
Business Process: Our electronic
business process (eBP) unified the
different processes hearing offices used.
This unification helped us improve our
workload management practices
throughout the hearing process, improving
our accuracy and timeliness. In

FY 2011, we completed training on our
standardized eBP in all hearing officesin
existence prior to FY 2010. We aso
implemented the eBP in our national
hearing centers.

STRATEGIC GOAL 2
IMPROVE THE SPEED AND QUALITY OF OUR DISABILITY PROCESS

Award-winning Training Program

We received the 2011 W. Edwards Deming Outstanding
Training Award for excellence in workforce development and
training for our Office of Appellate Operations’ training
program. The award recognizes our training initiatives that
significantly increased our productivity, timeliness, and quality.
The training enabled new analysts to become productive more
quickly and reach decisions on more than 100,000 disability
appeals. The training also provided experienced analysts with
learning forums.

Strategic Objectives Supporting Priority Goals
e Fadt-track casesthat obviously meet our disability Increase the Number of Online Applications for
standards Retirement and Disability; 1ssue More Decisions for
e Makeit easier and faster to file for disability People Who File for Disability
benefits online
e Regularly update our disability policies and Overall Performance Measure Results
procedures e Met thetarget for 6 of 11 measures
e Did not meet the target for 2 of 11 measures
e Final datanot available for 3 of 11 measures

We continue to work diligently to improve the speed and
quality of our disability process. InFY 2011, we received  Average processing time for
3,257,461 initial disability claims, the highest number in e e gy ™

our history, and over 32,793 more thanin FY 2010. Even 112

with the increase in receipts, we completed a record number 110
FY 2010 FY 2011

of initial disability claims this year, 3,390,936. We 19

exceeded our goal by more than 117,936 claims. Despite :3
therisein disability claims receipts, we were even able to 102
FY 2008 FY 2009

decrease our average processing time by two days o
compared to FY 2010 (refer to the accompanying chart). o

Despitelosing 1,134 DDS employees and being unable to
replace them due to budget constraints, we were able to exceed our initial disability claims goals because al of the
new employees we hired in FY 2009 and FY 2010 had become fully productive.

STRATEGIC OBJECTIVE 2.1:
FAST-TRACK CASESTHAT OBVIOUSLY MEET OUR DISABILITY STANDARDS

Improve the Efficiency of our Disability Process: We use our Quick Disability Determination and Compassionate
Allowance processes to expedite benefits to claimants whose medical conditions are so serious that they obviously
meet our disability standards. These automated processes help our staff tackle the increased volume of initial
disability cases we are receiving. The Quick Disability Determination process uses a computer-based predictive
model to analyze specific information in electronically filed disability applications to identify those cases where a
favorable disability determination is highly likely and medical evidence isreadily available, such as

low birth-weight babies, certain cancers, and end-stage renal disease.
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The Compassionate Allowance process uses software to more quickly identify claimants whose medical conditions
clearly qualify for disahility benefits based on objective medical evidence.

We identified about 153,000 fast-track casesin FY 2011 using these predictive models. In September 2011, we had
5.9 percent of initial disability claimsthat qualified for fast-track processing. In FY 2011, we also shortened the
disability application process for people whose medical condition qualifies under the Compassionate Allowance
rules so that they will not need to provide information on their work and educational histories.

Increase Use of Electronic Records Express: Electronic Records Express helped us provide faster serviceto
people applying for disability benefits. It allows medical facilities and educational institutionsto electronically
submit health and school records to our secure website instead of mailing paper documents.

In FY 2011, we received 2,926,081 Electronic Record Express submissions compared to 2,397,601 submissionsin
FY 2010. Moreinformation is available in our Electronic Express |eaflet at
www.soci alsecurity.gov/pubs/10046.html.

Support the Military Casualty Initiative: We worked collaboratively with the Department of Veterans Affairs
(VA) and the Department of Defense (DOD), along with advocates and military treatment facilities, to inform and
assist wounded service members, and their familiesto file for disability benefits. We also conducted outreach to
surviving members of fallen soldiers. The following summarizes the initiatives we contributed to in FY 2011 to
support military casualties:

e Veterans Affairs Regional Office Pilot: The VA frequently reguests copies of the medical documentation
we use in an individual’s disability claim. Beginning in 2008, with the St. Louis, MO Veterans Affairs
Regional Office (VARO), we piloted a secure electronic process for providing the medical information.
The VARO Pilot showed a reduced average response time for the receipt of medical records. As a result,
we are expanding the process to all 57 VA offices. We plan full implementation in FY 2012, with a
provision that this process meets the VA’s needs throughout the rollout.

e Department of Veterans Affairs Outreach Initiative: We continued working with the VA to increase
the awareness of our benefits and programs to veterans and their families. We distributed the VA’s
pamphlet, A Summary of VA Benefits, in our field offices nationwide and the VA distributed our outreach
materials, such as our leaflet, Expediting Disability Applications for Wounded Warriors, in its more than
500 facilities nationwide.

STRATEGIC OBJECTIVE 2.2:
MAKE IT EASIER AND FASTER TO FILE FOR DISABILITY BENEFITSONLINE

To handle the anticipated increase in disability benefit applications and meet the public’s growing expectation for
convenient, efficient, and secure electronic service options, we created a new, easy-to-use online application. In
FY 2011, nearly 33 percent of the disability applications filed were online compared to 27 percent in FY 2010. We
also streamlined the Adult Disability Report in January 2010, and this improvement contributed to the increased use
of online applications. The Adult Disability Report collects information regarding disabling conditions, medical
sources, and employment and education history.

STRATEGIC OBJECTIVE 2.3:
REGULARLY UPDATE OUR DISABILITY POLICIESAND PROCEDURES

We regularly update our disability policies and procedures to keep up with the rapid advances in medical
information. Using the methods below, we continued to modernize our disability decision-making processes to
provide better service to the public.

Update the Medical Listing of Impairments: One of the most effective tools we have for adjudicating disability
claims is the Listing of Impairments, which describes for each major body system the impairments that meet our
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definition of disability. Using the Listing of Impairments, we can determine a claimant’s disability status when his
or her impairment meets specified criteria without the need to consider age, education, or work experience. Our use
of the Listing of Impairments improves the consistency and accuracy of our decisions throughout all levels of the
disability process.

In FY 2011, we published afinal rulein the Federal Register for endocrine disorders. The rule removed the prior
Listing of Impairments and provided a new one for children from birth to age six, who have diabetes mellitus and
require daily insulin.

Increase the Percentage of Disability Cases Using Health Information Technology: The healthcareindustry is
using information technology (1T), and developing standards for the content and sharing of electronic medical
records to enable more efficient and effective delivery of healthcare. We are leveraging this effort, known as

health I T, to obtain more quickly the medical records needed to support disability determinations, and to more
efficiently manage that information. We have already demonstrated, in live production, the capability to reduce the
time it takes us to obtain and process the more than 15 million medical records we regquest from medical providers
each year. Health IT fully automates the request, response, and initial processing of medical evidence. It provides
the disability examiner with decision support when data received indicate the presence of certain medical conditions
defined in our Listing of Impairments.

The amount of time it takes us to complete a disability claim will continue to decrease as the number of treating
sources exchanging information using health I T increases. In FY 2010, we awarded 12 contracts to various medical
networks and providers to expand the use of health IT to exchange medical records in 11 States. Under these
contracts, in FY 2011, selected providers with numerous facilities began to exchange electronic medical records
with Wisconsin, Washington, California, Oregon, Illinois, and Texas. In FY 2012, we plan to exchange medical
records with selected providersin five additional states (Indiana, Minnesota, |daho, New Mexico, and Michigan).

In addition, in FY 2011, we continued to expand the decision support capabilities of health IT by mapping additional
diagnoses and procedure codes to our Listing of Impairments. We also continue to participate actively in national
health I T efforts to ensure our business needs are met. We continued our collaboration with the Department of
Health and Human Services, VA, and DOD, as well as other Federal and State agencies, healthcare providers, and
insurers, to develop and implement interoperable standards-based clinical coding, report formatting, and transfer
protocols for the electronic storage and exchange of medical records.

Continue to Develop an Occupational Information System: We rely on the occupational information found in
the Dictionary of Occupational Titlesto determine whether claimants can do their past work or any other work in
the United States economy. The Department of Labor created the Dictionary of Occupational Titles but no longer
updates this document. We continue to work jointly with the Department of Labor and other Federal agencies to
create an occupational information system to replace the Dictionary of Occupational Titles.
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STRATEGIC GOAL 3

IMPROVE OUR RETIREE AND OTHER CORE SERVICES

Strategic Objectives Supporting Priority Goals
e Dramatically increase baby boomers’ use of our Improve Our Customers’ Service Experience on the
online retirement services Telephone, in Our Field Offices, and Online; Increase
e Provideindividuals with accurate, clear, and the Number of Online Applications for Retirement and
up-to-date information Disability
Improve our telephone service
Improve service for individuals who visit our field Overall Performance Measure Results
offices o Met thetarget for 3 of 6 measures
e Processour Social Security humber workload more e Did not meet the target for 2 of 6 measures
effectively and efficiently e Fina datanot available for 1 of 6 measures

We have increased online services and made better use of
technology to meet the growing demands of the public.

Retirement, Survivors, and Health Insurance Claims

In FY 2011, we completed more than 4.8 million Filed and Completed
retirement, survivors, and health insurance claims (refer to 5,000,000
the accompanying chart). An increasing number of these 4,500,000

claims are being submitted over the Internet, which is

4,000, W0
becoming a preferred service channel for growing numbers
of the public. Thisimportant service delivery channel S
allows the public to conduct business at their convenience o6 FY707 FYo0ms FY7o0e FY2010 FY 7011
and at their own pace, without the need to visit afield
office or meet with an agency representative. W Claims Flled W Claims Completed

Claims submitted online require less data collection time and our employees can focus on review and processing of
the claims. The time saved can be applied to more complicated cases. Trained agency employees review every
online application and contact applicants if there are any questions. Our internal studies indicate that the service
provided over the Internet is as high in quality as that provided through traditional service channels. Asthe number
of retiring baby boomers grows, increasing the number of claims filed online isintegral to delivering good customer
service.

In FY 2011, wetook the steps discussed below to improve our retiree and other core services.

STRATEGIC OBJECTIVE 3.1:
DRAMATICALLY INCREASE BABY BOOMERS’ USE OF OUR ONLINE RETIREMENT SERVICES

Over the next 20 years, nearly 80 million baby boomers will apply for retirement
benefits. Some of our efforts to provide convenient, user-friendly, multi-lingual
automated services include the following:

Expand Marketing Efforts: In FY 2011, to promote our online services, we
launched a new marketing campaign called “Boldly Go,” with celebrity
spokespersons Patty Duke and George Takei. We developed several “Boldly Go”
public service announcements that air at no cost on hundreds of television networks
nationwide, as well as Social Security TV (SSTV) in almost 600 of our field
offices. As of September 30, 2011, our “Boldly Go” television public service
announcements aired more than 60,000 times, were viewed more than

| o
560 million times, and had an estimated free media value of more than $12 million. 1o I SOCIRLSECORITY. OV
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We also feature the “Boldly Go” campaign, on our website at www.socialsecurity.gov, our Facebook page at
www.facebook.com/socialsecurity, our Twitter page at www.twitter.com/socialsecurity, and our YouTube page at
www.youtube.com/socialsecurityonline. We issued a national press release and conducted nationwide media
outreach. We also expanded our use of ads displayed on billboards, buses, and in airport terminals.

In FY 2011, we received 999,203 retirement applications online and 289,418 Medicare-only applications online.
Although the percentage of retirement applications filed online increased to nearly 41 percent, from nearly

37 percent the prior fiscal year, we did not meet our target to have 44 percent of all retirement claims filed online.
In FY 2012, we will concentrate our advertising efforts on more targeted audiences.

Additional information about our online services is available on our website at www.socialsecurity.gov/. Our

multi-lingual (English and Spanish) public service announcements on our press office web page are available at

www.socialsecurity.gov/pressoffice/psa-video.html.

Launch a Spanish Version of the Ready Retirement Estimator: Our Retirement Estimator, which uses a
person’s Social Security earnings record to provide an immediate and personalized benefit estimate, has consistently
ranked among the top rated eServices across government and private sector sites as measured by the American
Customer Satisfaction Index (ACSI). ACSI, an industry standard, is one of the measures we use to gauge customer
satisfaction with our online services.

In FY 2011, we launched a Spanish version of the Retirement Estimator. = , )
. . . . . . Calcule sus beneficios y mucho mds
The Retirement Estimator is the first of our online services made available o, vwwisegurosocial.gov
in Spanish, and we are working to make our online retirement, disability, '
Medicare-only, and Medicare Extra Help applications available in Spanish
in FY 2012. Our Spanish tools provide a broader audience with the
important information they need to plan for a secure retirement. You may
access the Spanish Retirement Estimator at
www.segurosocial.gov/espanol/calculador/.

Support Americans Living Abroad: In FY 2011, we added our Nonresident Alien Tax Withholding Screening
Tool to our website. Using this tool, U.S. citizens living in other countries can determine if tax withholding applies
to their benefits by answering “yes” or “no” to a series of questions about citizenship, residency, and the type of
benefits they receive.

STRATEGIC OBJECTIVE 3.2:
PROVIDE INDIVIDUALSWITH ACCURATE, CLEAR, AND UP-TO-DATE INFORMATION

It is important that people receive accurate, clear, up-to-date information so they can make informed decisions
about applying for benefits, appealing a decision, or making changes to their records, such as marital status or
name changes. Notices are one of the main ways we communicate with the public. Each year, we issue about
315 million notices. In our notices, we tell people our decisions, how much their payments will be, and other

important information.

Notice Improvements: In FY 2011, we implemented a new system, which allowed us to create more accurate,
standardized notices and more notices in Spanish. We improved the letters the DDSs send to disability applicants to
explain our disability process, and we improved the structure, tone, and readability of the notices we send to accept
hearing requests. We improved the language in our Medicare outreach and Medicare premium notices, and we
added language to our award notices to explain the potential for tax liability.

New Large Print and Braille for the Blind or Visually Impaired Notices: Our special notice options allow
people who are blind or visually impaired to receive notices in various formats, including Braille or on a compact
disc. In May 2011, we added large print and audio compact discs as new options.
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We implemented a survey during the fall 2011 to measure satisfaction with our special notice options. We will
report the results of the survey in the FY 2012 Performance and Accountability Report.

More information about notices for blind and visually impaired individuals is available at
WWW.Social security.gov/notices.

Audio Publications Project: We offer English and Spanish audio publications on our website. These publications
are availablein MP3 format and can be accessed using Windows Media Player and Quick Time, which are
commonly used media software. Currently, 92 of our English-language notices are available in thisformat. In

FY 2011, we added 83 Spanish audio publications. Our English-language publications are available on our
English-language el ectronic publications web page at www.social security.gov/pubs/audio/audio.html. Our Spanish
publications are available on our Spanish electronic publications web page at

www.segurosocial .gov/espanol/audio/audio-es.html.

STRATEGIC OBJECTIVE 3.3:
| MPROVE OUR TELEPHONE SERVICE

For many people, the first contact with usis by telephone — a primary service option that is easily accessible and
convenient. When callers reach us through our National 800 Number or our local field offices, they can use our
self-help telephone services or speak directly with a representative. In FY 2011, we processed more than

62 million actions on our National 800 Number. For National 800 Number calls, a person has the option to speak to
a telephone agent or use our automated services. Our automated services are available 24 hours a day, 7 days a
week. We provide callers with services, such as answering questions about Social Security benefits, scheduling
appointments, getting information from their Social Security records, and changing their address. We continuously
improve our telephone services, as discussed below.

Expand Field Office Telephone System Replacement Project: Our Telephone System Replacement Project isa
multi-year project continued in FY 2011 to replace our aged local stand-alone telephone systems in over

1,200 field offices and 162 hearing offices across the country. The new system includes Voice over Internet
Protocol, a single system that carries voice and data over one line, which saves administrative costs and supports
future technological improvements. Voice over Internet Protocol provides a new capability to re-route calls during
disasters and other emergencies. At the end of FY 2011, we completed installation of our Telephone System
Replacement Project in about 93 percent of our field offices and 95 of our hearing offices.

Replace Our National 800 Number Infrastructure: InFY 2011, we began implementation of Citizens Access
Routing Enterprise through 2020 (CARE2020), a replacement of our National 800 Number telecommunications
infrastructure. CARE2020 features asingle VVoice over Internet Protocol system. We expect to implement
CARE2020 fully in FY 2012.

STRATEGIC OBJECTIVE 3.4:
| MPROVE SERVICE FOR INDIVIDUALSWHO VISIT OUR FIELD OFFICES

In FY 2011, about 45 million people visited our field offices. To serve the public better, we continue to improve our
field offices. Below we summarize afew of our effortsin FY 2011 to improve service for individuals who visit our
field offices.

Expand Video Service Delivery: Video Service Delivery allows video conferencing between two or more sites. It
increases service availability and helps us reduce travel costs and lost work hours. We offer two types of video
services: (1) office-to-office and (2) office-to-video partner site. An office-to-office connection allows afield office
to assist another busy or understaffed office viavideo. Office-to-video partner Video Service Delivery enables usto
provide service to people located at remote sites, such as American Indian Tribal centers, local community centers,
senior centers, hospitals, and homeless shelters, as well asimprove service in our busy inner-city offices and rural
areas. InFY 2011, we equipped 59 sites with Video Service Delivery equipment. We now have atotal of
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422 SSA sites and video partner |ocations with video equipment. We will expand Video Service Delivery in
FY 2012, if funding allows.

Expand Social Security TV: We use SSTV asa communications tool to improve the public’s experience in our
field offices. SSTV plays informational broadcasts in our reception areas to provide office visitors with information
about our programs and services. SSTV allows us to deliver information in several languages. In FY 2011, we
updated public service announcements aired on SSTV, and added content related to protecting personally
identifiable information and the “America Saves” initiative. We now have 577 offices with SSTV. We plan to
install SSTV in additional field offices in FY 2012, budget permitting.

STRATEGIC OBJECTIVE 3.5:
PROCESSOUR SOCIAL SECURITY NUMBER WORKLOAD MORE EFFECTIVELY AND EFFICIENTLY

The Social Security number (SSN) allows us to properly credit a worker’s earnings. We use earnings to determine
potential eligibility for and the amount of benefit payments. Annually, we complete about 6 million original and
11 million replacement Social Security card applications. We also verify SSNs more than one billion times a year
through a variety of electronic exchanges with public and private organizations. In FY 2011, we began assigning
SSNs randomly to help protect the integrity of the SSN and increase the available pool of numbers for assignment.
We also supported the following initiatives:

Support E-Verify: We continue to work with the Department of Homeland Security (DHS) to make its E-Verify
program more efficient and easier to use. E-Verify is a DHS voluntary program that allows registered employers to
electronically verify the eligibility of newly hired employees to work in the United States. The program allows us to
use information collected and verified by the State and by DHS. Our responsibility is to provide SSN verification
and citizenship information to DHS.

In FY 2011, we implemented new E-Verify alerts. These alerts allow us to identify visitors who have received an
E-Verify Tentative Non-Confirmation because of a data mismatch. The new alerts help us to process this workload
more effectively and efficiently. More information is available on the U.S. Citizenship and Immigrations services
E-Verify web page at www.dhs.gov/E—Verify.

Expand Enumeration at Entry: This program allows immigrants to apply for SSNs with the Department of

State (DOS) as part of the visa application process. We used information collected and verified by both the

DOS and the DHS to automatically issue an original or replacement Social Security card to permanent residents who
enter the United States lawfully. In FY 2011, we developed software enhancements that prevent issuing multiple
SSNis to the same person. We continue working with the DOS and the DHS to expand the program to additional
classifications of non-citizens.
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STRATEGIC GOAL 4

PRESERVE THE PuBLI1C’S TRUST IN OUR PROGRAMS

Strategic Objectives Supporting Priority Goal
e  Curb improper payments Ensure Effective Sewardship of Our Programs by
e Ensure privacy and security of personal information Increasing Our Program Integrity Efforts
e Maintain accurate earnings records
e Simplify and streamline how we do our work Overall Performance Measure Results
e Protect our programs from waste, fraud, and abuse e Metthetarget for 7 of 9 measures
e Use “green” solutions to improve our environment e Final datanot available for 2 of 9 measures

We take great pride in being good stewards of the tax dollars
entrusted to us and ensuring we protect our programs from

551 Non-Disability Redeterminations

waste, fraud, and abuse. Two of our most effective program o
integrity tools are SSI non-disability redeterminations and %300.000
medical continuing disability reviews (CDR). 2,100,000
1,700,000
Recent estimates indicate redeterminations provide a return-
on-investment of better than $7 in program savings over 1:300.000

10 years for every $1 spent, including savings accrued to 900,000
Medicaid. InFY 2011, we completed
2,456,830 redeterminations saving val uable taxpayer dollars.

FY 2007 FY 2008 FY 2009 FY 2010 FY 2011

M Performance ETarget

We increased the number of completed medical CDRsto Continuing Disability Reviews

ensure we pay disability benefits only to those who continue to 1,600,000

meet our disability requirements. We completed 1.400.000

1,408,897 CDRsin FY 2011 (refer to the accompanying 200000

chart). Like redeterminations, CDRs are highly cost effective; 1000000

historically, every $1 spent on CDRs produces at least $10 in 900000

lifetime program savings. co0000

The following includes our additional effortsto preserve the O a007  Frmes  FYoe  FYaolo  Fyaon
public’s trust in our programs. mPerformance  mTarget

STRATEGIC OBJECTIVE 4.1:
CURB |MPROPER PAYMENTS

We take seriously our responsibility to curb improper payments. The following are among strategies we employed
in FY 2011 to prevent and detect payment errors:

Expand the Access to Financial Institutions Project: The Accessto Financial Institutions (AFI) project alows us
to verify financial account balances electronically and to identify undisclosed bank accounts that may result in
suspension of SSI payments. In FY 2011, we completed our nationwide roll-out of AFI and plan to integrate it with
our automated SSI claims systemin FY 2012.

Promote Use of the SSI Telephone Wage Reporting System: \Wages continue to be a major source of payment
error in the SSI program because we do not always receive accurate or timely wage information. We established a
dedicated tel ephone number to allow those recipients and their representative payees to report monthly wages by
calling in and using a combination of touch-tone entry and voi ce-recognition software.

Our software system automatically enters the wage data into the SSI system. This process is more efficient than
having the recipient visit afield office where we manually enter wage information into our system. The improved
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efficiency from the SSI Telephone Wage Reporting System (SSITWR) allows our employees to process wage
information early enough to adjust the next SSI check before it isissued, thereby preventing improper payments.

We are currently conducting a Payee Outreach pilot. In FY 2011, we mailed notices to a sample of representative
payees for working SS| recipients. The notice asks the representative payee to report the recipient’s wages to us
through SSITWR. Based on the positive results of electronic reporting in the SSI program, we plan to expand
telephone wage reporting to Social Security Disability Insurance (SSDI) beneficiaries. This new initiative will
allow SSDI beneficiaries to report their earnings through an automated telephone system similar to SSITWR system.
We believe automated telephone wage reporting may help reduce wage-related overpayments in the SSDI program.
More information is available on our Spotlight on SSI Telephone Wage Reporting web page at
www.socialsecurity.gov/ssi/spotlights/spot-telephone—wage.htm.

Expand the Use of Electronic Death Data Exchange with Foreign Governments: In FY 2011, we expanded the
electronic death data exchange with foreign governments to ensure we do not pay benefits to deceased people who
resided overseas. We began an exchange with Sweden, negotiated a new Memorandum of Understanding with Italy,
and conducted discussions with Belgium and Canada. We also signed Memorandums of Understanding with South
Korea and Germany. As of FY 2011, under our network of international totalization agreements, we have regularly
recurring, reciprocal exchanges with Australia, the Netherlands, and Sweden. We plan to expand automated
reciprocal death data exchanges to all 24 totalization agreement partners over a 3-year period. More information
about U.S. international Social Security agreements is available at

www.socialsecurity.gov/international/agreements overview.html.

Continue Our Centenarian Project: In an effort to reduce improper payments, we also schedule face-to-face
interviews with beneficiaries age 103 and older to verify payment eligibility. In FY 2011, we completed over
9,000 interviews and detected over $8.7 million in overpayments due to unreported deaths.

STRATEGIC OBJECTIVE 4.2:
ENSURE PRIVACY AND SECURITY OF PERSONAL |NFORMATION

We are committed to ensuring privacy and security of personal information and we continue to place special
emphasis in this area. In FY 2011, we conducted security authorizations for 8 of our major IT systems and tested
annual security controls for all of our remaining 21 major IT systems.

In January 2011, we promoted National Data Privacy Day with a program dedicated to raising employee awareness
about the importance of data privacy, individual privacy rights, and the prevention of improper use or disclosure of
personally identifiable information.

In FY 2011, we conducted our Information Security Awareness Training for all of our employees with access to
agency information or systems. We supplemented this training with an interactive security training session for all
employees.

We worked together with our internal and external partners to develop privacy policies for social media tools and
emerging technology, such as cloud computing. These policies are essential for maintaining public trust as the
public interacts with us through social media, and as we consider moving systems to cloud platforms.

STRATEGIC OBJECTIVE 4.3:
MAINTAIN ACCURATE EARNINGS RECORDS

In FY 2011, we posted 216 million items to workers’ records. It is critical that earnings records are accurate
because we base Social Security benefits on a worker’s lifetime earnings. Posting items to workers’ records is a
complex and labor-intensive workload due to such factors as unreported name changes, employer errors, and the
misuse of SSNs. We place wage items we cannot match with a record in our Earnings Suspense File.

In FY 2011, we were able to match over 691,000 items in the Earnings Suspense File with the correct workers’
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earning records for atotal of over $4.9 hillionin earnings. Following are some of the activities we were involved in
to help maintain accurate earnings recordsin FY 2011:

Increase Electronic Wage Report Filing: InFY 2011, we continued to reduce paper wage reports and to migrate
to an electronic wage reporting process. Annually, we receive approximately 4 million paper wage reports from
employers that contain over 32 million paper Forms W-2. To replace the more error-prone, labor-intensive, and
expensive-to-process paper wage reports, we continued to encourage employers and third party submitters to use our
Business Services Online Electronic Wage Reporting suite of servicesto file Forms W-2 electronically for their
employees and customers. We informed employers about el ectronic wage reporting through online information and
resources, promotional materials, payroll conferences, articlesin trade publications, and direct contact.

Additionally, we continued to work with the Internal Revenue Service (IRS) to improve al aspects of wage
reporting.

Implement the Earnings Redesign Initiative: We continued to transform our earnings process from paper to
electronic, which supported timely wage postings, increased the accuracy of posted earnings, and improved the
verification of SSNs processes. In FY 2011, we improved the system that processes self-employment earnings, and
we initiated activities to integrate the redesigned SSA/IRS System Reconciliation process into the Earnings Case
Management System. We also continued a series of system upgrades for processing Forms W-2, along with
planning and analysis for a system redesign.

STRATEGIC OBJECTIVE 4.4:
SIMPLIFY AND STREAMLINE How WE Do OurR WORK

We continue to look for ways to simplify and streamline how we do our work to keep pace with our growing
workloads and to provide the best service possible. In order to meet the growing needs of the public we serve, we
moved many of our business processes to an electronic environment. We also worked with Congress and our
stakeholders to identify ways to simplify our statutory and regulatory requirements. Additionally, we expanded the
use of our Integrated Disability Process, a multi-component initiative, to identify issues and unify disability policy
and procedures. Using cross-component Integrated Disability Process workgroups of subject matter experts, we
developed the following solutions:

o Past Relevant Work: We use afive-step sequential evaluation process to determine if a claimant meets
our disability criteria. We determined that in situations where there is little documentation related to past
relevant work (Step 4), we could put that step on hold and move to Step 5 to determine if the claimant can
perform other work that exists in the national economy. If the claimant can perform work at Step 5, then
the claim is denied without the need to address Step 4. If we determine at Step 5 that the claimant cannot
perform work, then we return to Step 4 to devel op the necessary documentation and make a decision.

e Medical Source Statement: The Medical Source Statement project workgroup considers how we obtain
and use medical source statements. The workgroup recommended a regulatory change allowing
adjudicators greater flexibility to recontact medical sourcesto clarify or resolve inconsistencies or
insufficienciesin medical evidence. In FY 2011, we published a Notice of Proposed Rulemaking in the
Federal Register, which provides the recommended flexibility. After we receive and consider public
comments from the Notice of Proposed Rulemaking, we will publish afinal regulation.

o  Unified Disability Training: Unified Disability Training (UDT) provides basic policy training materials
and lessons that give employees insight into how their work relates to other components. 1t eliminates the
need for components to devel op and maintain their own similar disability training program. The training
material isin amodularized format that is useful for entry-level and in-service training for all agency
disability related components and the DDSs. In FY 2011, we announced the availability of our internal
UDT website that will serve as a repository for all “core” disability training.
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STRATEGIC OBJECTIVE 4.5:
ProTECT OUR PROGRAMSFROM WASTE, FRAUD, AND ABUSE

We maintain a strong detection and prevention program to deter those who attempt to obtain benefits through fraud
and abuse. Through our collaborative efforts with other Federal agencies, we investigate and prosecute fraud,
expand forensic computer crime detection capabilities, and strengthen fraud prevention by adding new checks and
balancesin our processes. In FY 2011, we did the following to protect our programs from waste, fraud, and abuse:

Use Cooperative Disability Investigations Units: We have 24 Cooperative Disability Investigations (CDI) units,
which help us protect our programs from fraud, waste, and abuse. Our CDI program is a collaborative effort with
our Office of the Inspector General, the DDSs, and local law enforcement and has been very effective in finding
fraud in our disability programs. Since itsinception through September 2011, the CDI program efforts nationwide
have resulted in $1.9 billion in projected savings to our SSDI and SSI programs and $1.2 billion to

non-SSA programs, such as Medicare and Medicaid. InFY 2011, CDI investigations led to the denial or
termination of 3,315 claims, $281.2 million in savings to our SSDI and SSI programs, and $182.5 million to
non-SSA programs. In FY 2011, we opened three new CDI Units: Salt Lake City, UT; Oklahoma City, OK; and
Lexington, KY.

Develop Tools to Fight Against Fraud: We receive numerous documents to help us establish a person’s age,
identity, and citizenship or lawful alien status. We must remain continually watchful for altered or fraudulent
documents. Our Document Verification website is available to assist our front-line employees in identifying suspect
or fraudulent documents. This website serves as a one-stop portal for links to a number of resources employees can
access to help investigate the authenticity of submitted documents.

Conduct Onsite Security Control and Audit Reviews: \We continue to conduct ongoing Onsite Security Control
and Audit Reviews to make sure our field offices, teleservice centers, processing centers, DDSs, and hearing offices
follow our established policies and procedures. These reviews help us prevent and detect waste, fraud, and abuse.
The reviews identify problems before they lead to significant deficiencies. After areview, our office managers must
submit a corrective action plan for each deficiency identified.

STRATEGIC OBJECTIVE 4.6:
USE “GREEN” SOLUTIONS TO IMPROVE OUR ENVIRONMENT

We fully support the President’s Executive Order 13423, Strengthening Federal Environmental, Energy, and
Transportation Management, which makes it mandatory for Federal agencies to conduct their environmental,
transportation, and energy-related activitiesin afiscally sound and sustainable manner. In FY 2011, our successes
inthis areainclude:

e Reduced emissions;
e Recycled excess wood furniture;

e Increased purchase of renewable energy;

e Revised our Srategic Sustainability Performance Plan;

e |nitiated an agency-wide sustainability awareness campaign;

o Replaced 28 gasoline-powered vehicles with alternative-fuel vehicles;

o Established performance objectives for an agency Environmental Management System;

e Continued to be one of the lowest water users per gross square foot in the Federal Government; and

e Implemented Power Management, a nationwide initiative that allows centralized management of computer
power.
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L ooking Forward — Facing Our Challenges

While we continue to make progress in achieving our strategic goals and objectives, we have significant challenges
ahead. Due to the economic downturn and the aging of the baby boomers, our workloads have been skyrocketing.
Addressing this workload boom, while reducing our improper payments, is clearly our biggest challenge. In

FY 2011, we received over 660,000 moreinitial disability claims and over 270,000 more hearing requests compared
to FY 2008, representing increases of 26 percent and 46 percent, respectively.

The retirement wave and the disproportional number of our employees at or near retirement age will test our ability
to process these growing workloads. We ended FY 2011 with over 3,000 fewer employees than we had at the
beginning of the year. The budget uncertainty that we experienced in FY 2011 hampered our ability to replace these
employees. Our challenges will be exacerbated if we are not properly funded in FY 2012 and beyond.

Sound planning and our employees’ hard work have served us well as we continue to take on these challenges. To
help States with mounting disability claims, we will continue to utilize our recently created Extended Service
Teams. The Extended Service Teams are located in DDSs that have a history of good quality and high productivity.
These centralized DDS teams will help us reduce the initial claims backlog as we electronically shift claims to them
from the hardest hit DDSs. We have also expanded our Federal capacity to decide disability claims. We have many
units around the country that assist those DDSs most adversely affected by the increase in initial claims. In

FY 2011, the Extended Service Teams and Federal units processed 160,951 claims.

To the extent we can, we plan to hire in FY 2012 with a particular focus on ALJs and support staff. We will also
look for opportunities to temporarily redirect our support staff to front line operations. For example, employees in
our Office of Quality Performance will continue to screen disability hearings to determine if a decision can

be fast-tracked.

From a more long-term perspective, we continue developing our Disability Case Processing System. This system
will merge the current State and Federal DDSs systems into one unified system. In FY 2012, we will begin a pilot
test in the Idaho DDS. We will then test in Illinois, Missouri, Nebraska, and New York DDSs. Between

FY 2013 and FY 2014, we will rollout this system nationally.

Reducing improper payments remains one of our biggest challenges. The President’s FY 2012 budget includes
several legislative proposals that will simplify and streamline how we do our work, allowing us to avoid many of the
improper payments that occur today. The Work Incentives Simplification Pilot proposal will allow us to conduct a
pilot project that examines the effects of replacing complex Disability Insurance work incentive provisions with a
clear, simple, unified process that is both easier to understand and easier to administer. Another proposal related to
workers’ compensation will allow us to develop and implement a system to collect information on workers’
compensation recipients from States and private insurers. We will use this information to adjust benefits as
appropriate to prevent improper payments.
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American Recovery and Reinvestment Act of 2009

The American Recovery and Reinvestment Act (Recovery Act) of 2009 provided us with
vr administrative funding to carry out the following three initiatives.
‘ +

1. $500 Million for Addressing Disability and Retirement Workloads

The Recovery Act provided us $500 million to handle steep increases in our disability and retirement
workloads, cover related I T costs, and make investmentsin health IT. We spent $147.1 million of
Recovery Act funding in FY 2009 and another $347.7 millionin FY 2010 to sustain higher staff and
overtime levels, which improved our ability to complete additional requests for hearings and address our
increasing disability and retirement workloads.

2. $90 Million for Administering the Economic Recovery Payments

The Recovery Act provided for a maximum one-time Economic Recovery Payment of $250 to individuals
who were eligible for Social Security or SSI benefits or both during any one of three months

(November 2008, December 2008, or January 2009). We issued the one-time payments totaling

$13.2 billion to over 53 million beneficiaries and SSI recipients. We spent $37.9 million of Recovery Act
administrative funding in FY 2009 primarily to explain the payment to the public. In FY 2010, we spent
$2.8 million to pay the salaries and benefits of employees responding to public inquiries concerning
Economic Recovery Payments and issuing “catch-up” payments. We spent less than $1 million in

FY 2011 to complete this work. In FY 2010, Congress rescinded $47 million of the $90 million allocated
to us for Economic Recovery Payments as part of Public Law 111-226, FAA Air Transportation
Modernization and Safety |mprovement Act.

3. $500 Million for our National Support Center and for Related Equipment

The Recovery Act provided $500 million to construct a new National Support Center. This new facility will
increase our computer infrastructure and storage capacity, which are critical for us to support technological
advancements, such as health I T, and enable us to maintain demographic and benefit information. Through
FY 2011, we obligated nearly $391 million of the Recovery Act funding for planning, selecting and
purchasing the site, and initiating the design of the facility. We will use the remaining funds to begin
equipping the new facility. The General Services Administration plans to complete the construction and
final building commissioning in FY 2015.

More information is available on our Recovery Act web page at www.socialsecurity.gov/recovery/.
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How We Ensure Our Data Integrity

We remain committed to providing clear, reliable, and valid data for management decision-making and oversight.
We have internal controlsin place to ensure that our data are quantifiable and verifiable. Our internal controls
include:

e Ongoing data quality reviews,

e Audittrals;

e Reviewsat al levels of management;

e Restricted access to sensitive data; and

e  Separation of duties.
We designed these controlsto safeguard the integrity and quality of our vast data resources and provide
assurances that our data contain no material inadequacies. These same controls support the Commissioner’s

Federal Managers’ Financial Integrity Act Assurance Statement. Refer to the Systems and Controls section of this
report on page 43 for more information about the Federal Managers’ Financial Integrity Act.

DATA INTEGRITY SYSTEMSAND CONTROLS

We gather data for our performance measures using automated management information and other workload
measurement systems. The data for several accuracy and public satisfaction measures come from surveys and work
samples, which provide confidence levels of 95 percent or higher.

We also review the accuracy of OASDI and SSI payments. We select a representative sample of recordsto review
and we interview the individual or the authorized representative, contact others as needed, and redevelop all
non-medical factors of eligibility. These reviews are our primary measure of quality for agency performance and
they provide an overall payment accuracy rate.

AUDIT OF OUR FY 2011 FINANCIAL STATEMENTS

The Chief Financial Officers Act of 1990 requires the Office of the Inspector General (OIG), or an independent
external auditor that it selects, to audit our financial statements. The OIG selected Grant Thornton, LLP to conduct
the FY 2011 audit. The audit concluded that our financial statements present fairly, in al material respects, our
financial position. The audit included examining, on atest basis, evidence supporting the amounts and disclosures
inthe financial statements. Both the OIG’s transmittal letter and the Grant Thornton, LLP audit report appear in the
Auditor’s Reports section of this report.

ROLE OF THE OFFICE OF THE INSPECTOR GENERAL

The OIG plays a key rolein protecting our programs and operations from waste, fraud, and abuse by conducting
independent and objective audits, evaluations, and investigations. The OIG providestimely, useful, and reliable
information and advice to agency officials, Congress, and the public.

The OIG’s Office of Audit conducts performance audits of our programs and operations and makes
recommendations to make sure we achieve our program objectives. In addition, the OIG conducts audits
of our performance indicators to ensure our established performance measures comply with the
Government Performance and Results Act. In FY 2011, the OIG issued three audits that evaluated nine of
our Government Performance and Results Act performance indicators.
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The objective of these audits was to:

e  Comprehend and document our sources of data for the specific performance measure the OIG has selected
for review;

e |dentify and test critical controls (both electronic data processing and manual) of systemsthat generated the
specified performance data;

e Test the adequacy, accuracy, reasonableness, completeness, and consistency of the underlying data for the
specified performance measure; and

e Recalculate each performance measure to ascertain its accuracy.

The OIG did not identify any significant findings related to the internal controls, adequacy, accuracy,
reasonableness, compl eteness, and consistency of the underlying data for six of the performance indicators audited.
The OIG did not identify any significant findings for the remaining three performance indicators audited; however,
there were three instances where we could not provide data related to the internal controls over the systems
supporting the performance indicator, and two instances where we could not provide the underlying data related to
the adequacy, accuracy, reasonableness, completeness, and consistency of the performance indicator. We do not
have a requirement to maintain these data, and we believe it would be too costly to do so.

In FY 2011, the OI G also issued the results of an audit that reviewed whether our key programs and activities
critical to achieving our four strategic goals were addressed by our FY 2010 performance indicators, and if so,
whether those indicators were objective, understandable, and outcome-based. The auditors’ opinion was that

three performance indicators did not measure or assess the relevant output, service levels, and outcomes of our key
programs in FY 2010. Additionally, the auditors concluded that of our 27 performance indicators in the

FY 2010 PAR, 23 were objective, 23 were understandable, and 12 were outcome-based. Although we disagreed
with several of the OIG’s audit recommendations, we adopted some of their recommendations.

These audit reports are located on the Office of the Inspector General web page at
oig.ssa.gov/audits-and-investigations/audit-reports/2010-10--2011-09.
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HIGHLIGHTS OF

FINANCIAL POSITION

Overview of Financial Data

We received an unqualified opinion on our financial statements from Grant Thornton, LLP. Our financial
statements combined the results from the programs we administer, which include the Old-Age and Survivors
Insurance (OASI) and Disability Insurance (DI) programs (referred to as OASDI when discussing themin
combination), and the Supplemental Security Income (SSI) program. OASI and DI have separate funds, which are
financed by payroll taxes, interest on investments, and income taxes on benefits. General revenues from the

U.S. Treasury finance SSI. Our financial statements, notes, and additional information appear on pages 99

through 150 of thisreport. The following table presents key amounts from our basic financial statements for

fiscal years (FY) 2009 through 2011 (excluding key amounts from our Statement of Social Insurance and Statement
of Changesin Social Insurance Amounts, which we present in the Table of Key Social Insurance Measures located
in the Overview of Social Insurance Data section).

Table of Key Financial Measures®

(Dollars in Billions)

Net Position
(end of fiscal year)

2011 2010 2009
Total Assets $2,702.3 $2,635.5 $2,553.6
Less Total Liabilities $96.6 $95.9 $94.8
Net Position (assets net of liabilities) $2,605.7 $2,539.6 $2,458.8

Change in Net Position
(end of fiscal year)

2011 2010 2009
Net Costs $782.7 $752.3 $731.6
Total Financing Sources? $848.9 $833.0 $863.0
Change in Net Position $66.1 $80.8 $131.3

1. Totasdo not necessarily equal the sum of rounded components.

2. Totd Financing Sources includes both the Total Financing Sources and Total Budgetary Financing Sources lines from the Statement of

Changes in Net Position.

Balance Sheet: The Balance Sheet displayed on page 100 presents our assets, liabilities, and net position.

Total assetsfor FY 2011 are $2,702.3 billion, a 2.5 percent increase over the previous year. Of the total assets,
$2,687.2 billion primarily relates to earmarked funds for the OASI and DI programs and approximately 98.2 percent
areinvestments. By statute, we invest those funds not needed to pay current benefitsin interest bearing Treasury

securities. Investments increased $68.2 billion over the previous year primarily due to tax revenues of

$580.9 hillion, and interest on those investments of $115.2 billion.

Liabilities grew in FY 2011 by $0.7 billion primarily because of the growth in benefits due and payable. The
majority of our liabilities (85.1 percent) consist of benefits that have accrued as of the end of the fiscal year but have
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not been paid. By statute, OASI and DI program benefits for the month of September are not paid until October.
Our net position grew $66.1 billion to $2,605.7 billion, reflecting the higher growth in assets than liabilities.

Statement of Net Cost: The Statement of Net Cost displayed on page 101 presents the annual cost of operating
our three major programs. OASI, DI, and SSI. The Other category on the Statement of Net Cost consists primarily
of Paymentsto Social Security Trust Funds appropriations and also contains non-material activities.

In FY 2011, our total net cost of operationsincreased $30.4 billion to $782.7 billion, primarily due to the first wave
of baby boomers attaining retirement age. The percent increase in net cost for our 3 major programs are;

OASI 3.3 percent; DI 4.9 percent; and SSI 11.7 percent. Operating expenses increased for each of our 3 major
programs by 7.6 percent, 8.4 percent, and 11.0 percent for OASI, DI, and SSI, respectively.

In FY 2011, our total benefit payments increased by $29.9 billion, a 4.0 percent increase. The table below provides
the benefit payment information, number of beneficiaries, and the percentage change for these benefit items during
FY 2011 and FY 2010 for each of our three major programs. SSI disbursements are generally made on the first day
of each month; however, since October 1, 2011 falls on a Saturday, the October 2011 SSI benefit payments were
paid in September, as required by law. Since there was no cost of living increase payablein 2011, the monthly
maximum SS| benefits for eligible individual s remained unchanged.

Benefit Changes in Our Major Programs During
Fiscal Years 2011 and 2010

\ FY 2011 FY 2010 % Change

OASI

Benefit Payments $593,047 $574,223 3.3%

Average Benefit Payment (per month) $1,118.46 $1,106.91 1.0%

Number of Beneficiaries 44.6 43.6 2.3%
DI

Benefit Payments $127,471 $121,598 4.8%

Average Benefit Payment (per month) $926.92 $921.50 0.6%

Number of Beneficiaries 10.5 10.0 5.0%
SSI

Benefit Payments $49,041 $43,844 11.9%

Monthly Maximum Benefit Amount $674.00 $674.00 0.0%

Number of Beneficiaries 8.1 7.9 2.5%

Note:

1. Benefit payments and the number of beneficiaries are presented in millions.

2. The average benefit payment per month for OASI and DI programs and the monthly maximum benefit amount for the SSI program
are presented in actual dollars.

Statement of Changes in Net Position: The Statement of Changesin Net Position displayed on page 102
reflects the changes that occurred within cumulative results of operations and unexpended appropriations. The
statement shows an increase of $66.1 billion in the net position of the agency, which is attributable to financing
sources in excess of the agency’ s net cost. At thistime, tax revenues, interest earned, and transfersrelated to

Payroll Tax Holiday legislation continue to exceed benefit payments made to OASI and DI beneficiaries, keeping
the agency’ s programs solvent. The Payroll Tax Holiday legislation provides employees a one-year reduction in
Federal Insurance Contributions Act tax withholdings, reducing rates from 6.2 percent to 4.2 percent for the

2011 tax year (January-December). In order to avoid harming the OASI and DI Trust Funds, the legislation also
provides the transfer of funds by Treasury from general revenues to the OASI and DI Trust Funds. This activity will
result in decreased tax revenues and increased transfers for FY 2011 on the financial statements. We use most of the
resources available to usto finance current OASDI benefits and to accumulate investments to pay future benefits.
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When we need funds to pay administrative expenses or benefit entitlements, we redeem investments to supply cash
to cover the outlays. Our administrative expenses as a percent of benefit expensesis 1.8 percent.

In FY 2011, total financing sourcesincreased by $15.9 billion to $848.9 hillion. The $848.9 hillion in total
financing sources from the Statement of Changesin Net Position will not match the total financing sourcesin the
chart “Where It Comes From...” as seen below. The activity in the chart includes $0.4 billion in exchange revenue,
which isreported on the Statement of Net Cost. The primary sources for thisincrease are tax revenue, interest
revenue, and Payroll Tax Holiday transfersreceived in FY 2011.

The following charts summarize the activity on our Statement of Net Cost and Statement of Changesin Net Position
by showing the sources and uses of funds for FY 2011.

Where It Comes From...

(Dollars in Billions)

Tax Revenues
$580.9

General Funds
& Other
$158.1

Other Income,
Interest & Transfers
$110.2

...Where It Goes

(Dollars in Billions)

OASI Benefit
Payments
$593.0

DI Benefit
Payments
$127.5

Administrative &

Other Expenses

$13.6 SSI Benefit
Payments
$49.0

Statement of Budgetary Resources: The Statement of Budgetary Resources displayed on page 103 provides
information on the budgetary resources available to the agency for the year and shows the status of those resources
at theend of FY 2011. The statement shows that we had $907.3 billion in budgetary resources, of which $0.9 billion
remained unobligated at year-end. We recorded total net outlays of $784.3 billion by the end of the year. Budgetary

resources grew $108.7 hillion, or 13.6 percent from FY 2010, while net outlays increased $30.1 billion, or

4.0 percent.

USE OF ADMINISTRATIVE RESOURCES

The chart to the right displays the use of all administrative resources (including general operating expenses) for
FY 2011 in terms of the programs we administer or support. Although the DI program comprises only 16.6 percent
of the total benefit payments we make, it consumes 24.2 percent of annual administrative resources. Likewise,

while the SSI program comprises only 6.4 percent of the total
benefit payments we make, it consumes 31.0 percent of annual
administrative resources. State Disability Determination
Services handle claims for DI and SSI disability benefits and
render decisions on whether the claimant is disabled.

In addition, we are required to perform continuing disability
reviews of many individualsreceiving DI and SSI disability
payments to ensure continued entitlement to benefits. The
FY 2010 use of administrative resources by program was
27.9 percent for the OASI program, 23.6 percent for the

DI program, 29.6 percent for the SSI program, and

18.9 percent for Other.
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SSA’S SHARE OF FEDERAL OPERATIONS

SSA’s Share of Federal Receipts

and Outlays
The programs we administer constitute a large share of the FY 2011 Y
total receipts and outlays of the Federal Government as (Dollars n Billions)
shown in the chart to the right. Receipts for our programs Total Feere Recelpts? Total Podera) Quilays!

represented 37.1 percent of the $2.3 trillion in total

Federal receipts, a decrease of 1.9 percent over last year as
payroll tax collections declined, offsetting increasesin
Federal income tax collections. Outlays decreased by

0.1 percent to 21.8 percent of Federal outlays.

SSA Receipts SSA Outlays
$855 (37.1%) $785 (21.8%)

*Data Source: Final Monthly Treasury Statement of Receipts and Outlays of the United
States Government

Overview of Social Insurance Data

Table of Key Social Insurance Measures*

(Dollars in Billions)

Statement of Social Insurance
Old-Age, Survivors and Disability Insurance
(calendar year basis)

. 2011 2010 2009

Present value of future net cashflows for current and future
participants over the next 75 years (open group measure), current -$9,157 -$7,947 -$7,677
year valuation

Present value of future net cashflows for current and future

participants over the next 75 years (open group measure), prior -$7,947 -$7,677 -$6,555
year valuation
Change in present value -$1,211 -$270 -$1,123

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

Statement of Social Insurance: Asdisplayed on page 104, the Statement of Social Insurance presents the
following estimates:

e  The present value of future noninterest income to be received from or on behalf of current participants who
have attained retirement eligibility age and the future cost of providing scheduled benefits to those same
individuals;

e  The present value of future noninterest income to be received from or on behalf of current participants who
have not yet attained retirement eligibility age and the future cost of providing scheduled benefits to those
same individuals;

e The present value of future noninterest income less future cost for the closed group, which represents all
current participants who attain age 15 or older in the first year of the projection period, plus the assetsin the
combined OASI and DI Trust Funds as of the beginning of the valuation period;

e The present value of noninterest income to be received from or on behalf of future participants and the cost
of providing scheduled benefits to those same individuals; and
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e The present value of future noninterest income less future cost for the open group, which represents all
current and future participants (including those born during the projection period) who are now
participating or are expected to eventually participate in the OASDI Social Insurance program, plus the
assetsin the combined OASI and DI Trust Funds as of the beginning of the valuation period.

The present value of future net cashflows (noninterest income less cost) for all current and future participants over
the next 75 years (open group measure) becomes more negative when changing to the new valuation period. The
present value changed from -$7.9 trillion, determined as of January 1, 2010, to -$9.2 trillion, determined as of
January 1, 2011. Including the combined OASI and DI Trust Fund assets increases this open group measure to
-$6.5 trillion for the 75-year valuation period. The comparable closed group measure, which includes the combined
OASI and DI Trust Fund assets, is-$18.6 trillion.

Statement of Changes in Social Insurance Amounts: The Statement of Changesin Social Insurance
Amounts displayed on page 105 reconciles the change (between the current val uation period and the prior valuation
period) in the present value of future noninterest income less future cost for current and future participants (the open
group measure) over the next 75 years. This reconciliation identifies those components of the change that are
significant and provides reasons for the changes.

The present value as of January 1, 2011 would have decreased (become more negative) by $0.4 trillion due to
advancing the valuation date by one year and including the additional year 2085. Changes in demographic data,
assumptions, and methods further decreased the present value of future net cashflows by $0.7 trillion and changesin
economic data, assumptions, and methods decreased the present value by $0.1 trillion. However, changesin
programmatic data, assumptions, and methods revisions in assumptions increased the present value of future
cashflows by about $0.1 trillion. There was no significant cashflow effect from legislative changes.

OASI AND DI TRUST FUND SOLVENCY

Pay-As-You-Go Financing

The OASI and DI Trust Funds are deemed solvent as long as assets are sufficient to finance program obligations.
Such solvency isindicated, for any point in time, by the maintenance of positive OASI and DI Trust Fund assets. In
recent years, current income has exceeded program obligations for the OASDI program, and thus, the combined
OAS| and DI Trust Fund assets have been growing. The following table shows that OASI and DI Trust Fund assets,
expressed in terms of the number of months of program obligations that these assets could finance, has remained
relatively constant at around 42.4 months from the end of FY 2007 to the end of FY 2010, followed by an estimated
declineto 41.6 months at the end of FY 2011.

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

2007 2008 2009 2010 2011
OASI 46.3 46.8 47.5 47.9 47.7
DI 23.9 22.0 19.7 171 14.1
Combined 42.4 42.4 42.5 42.4 41.6

! Computed as 12 times the ratio of end-of-year assets to outgo in the following fiscal year.
Note: Valuesfor 2010 and 2011 are estimates that are based on 2011 Trustees Report intermediate assumptions.
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Short-Term Financing

The OASI and DI Trust Funds are deemed adequately
financed for the short term when actuarial estimates of OASDI Income Exceeds Expenditures
OAS| and DI Trust Fund assets for the beginning of each Increasing Assets for Short Term

calendar year are at least as large as program obligations for
theyear. Estimatesin the 2011 Trustees Report indicate that 4500
the OASI and DI Trust Funds, on a combined basis, are 4,000
adequately financed over the next 10 years. (Financing of the 3,500
DI Trust Fund isinadequate, and, without remedial action, the | 3% |

2,500 ¢

Current Dollars in Billions

fund is expected to be exhausted in 2018.) Under the 2,000 |
intermediate assumptions of the 2011 Trustees Report, 1500
OASDI estimated expenditures and income for 2020 are ]
74 percent and 68 percent higher than the corresponding 0
amountsin 2010 ($713 billion and $781 hillion, respectively). m‘ o 0B M 0 o WU 0 9 2%

Hincome OExpenditures BEnding Balance ‘

From the end of 2010 to the end of 2020, assets are projected

to grow by 38 percent, from $2.6 trillion to $3.6 trillion.

Long-Term Financing

Social Security’sfinancing is not projected to be sustainable over the long term with the tax rates and benefit levels
scheduled in current law. Program cost will exceed noninterest incomein all years of the 75-year projection period.
In 2036, the combined OASI and DI Trust Funds will be exhausted according to the projections by Social Security’s
Chief Actuary. Under current law, when either the OASI or DI Trust Fund exhausts, full scheduled benefits cannot
be paid on atimely basis upon exhaustion. Tax revenues are projected to be sufficient to support expenditures at a
level of 77 percent of scheduled benefits after the combined OASI and DI Trust Fund exhaustion in 2036, declining
to 74 percent of scheduled benefitsin 2085.

The primary reasons for the projected long-term inadequacy of financing under current law relate to changesin the
demographics of the United States: baby boomers approaching retirement, retirees living longer, and birth rates well
below historical levels. In present value terms, the 75-year shortfall is $6.5 trillion, which is 2.1 percent of taxable
payroll and 0.7 percent of Gross Domestic Product over the same period. Some of the possible reform alternatives
being discussed — singularly or in combination with each other — are:

(1) Increasing payroll taxes;
(2) Slowing the growth in benefits;
(3) Finding other revenue sources (such as general revenues); or

(4) Increasing expected returns by investing, at least in part, in private securities through either personal
accounts or direct investment of OASI and DI Trust Fund assets.

Significant uncertainty surrounds the estimates for the Statement of Social Insurance. In particular, the actual future
values of demographic, economic, and programmeatic factors are likely to be different from the near-term and
ultimate assumptions used in the projections. For more information, pages 138 through 150 contain the Required
Supplementary Information: Social Insurance disclosures required by the Federal Accounting Standards Advisory
Board.

Limitations of the Financial Statements

The principal financial statements beginning on page 99 have been prepared to report the financial position and
results of operations of the Social Security Administration, pursuant to the requirements of 31 U.S.C. 3515 (b).
While the statements have been prepared from the books and records of the Social Security Administrationin
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accordance with generally accepted accounting principles for Federal entities and the formats prescribed by the
Office of Management and Budget (OMB), the statements are in addition to the financial reports used to monitor
and control budgetary resources, which are prepared from the same books and records.

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

Summary of Improper Payments Information

BACKGROUND

The Improper Payments Information Act of 2002 (IPIA) requires Federal agenciesto report annually on programs
that are susceptible to significant improper payments and on the actions they are taking to reduce such payments.
President Obama signed the Improper Payments Elimination and Recovery Act of 2010 (IPERA) into law on

July 22, 2010. IPERA amends IPIA, and expands our accountability, transparency, and reporting responsibilities
related to improper payments. 1PERA also added a requirement that we report on our payment recapture auditing
efforts.

OMB guidance on implementation of IPIA requires that we report on improper payments information for the OAS|
and DI programs, in addition to the SSI program. We report identified OASI and DI improper payments even
though the levels of improper paymentsin these programs have continually been well below the percentage
threshold for reporting improper payments. On April 14, 2011, OMB issued guidance on implementing | PERA.

RECOVERY AUDIT PROGRAM

For our OASI, DI, and SSI benefit payments, we meet the payment recapture audit requirements of |PERA through
our ongoing program integrity efforts. This approach complies with IPERA requirements for payment recapture
audits.

We also use an existing in-house recovery audit program for administrative contractual payments. To enhance
internal controls over administrative payments, we will award a payment recapture audit contingency contract in
early FY 2012 to review our administrative payments. We will report on the results of that contract in FY 2012.

AGENCY EFFORTS AND FUTURE PLANS

We have multiple controls and processes in place to prevent, detect, and recover improper payments. Asrequired by
IPERA, effective FY 2012, we are also holding managers, program officials, and senior executives accountable for
reducing improper payments. For affected employees, their annual performance plans reflect their responsibility to
support efforts to maintain sufficient internal controlsto prevent improper payments, detect and recover improper
payments, and meet targets to reduce improper payments.

We use stewardship reviews to measure the accuracy of payments to beneficiariesin current payment status. Each
month, we review a sample of OASI, DI, and SSI cases to determine payment accuracy rates. Stewardship review
findings provide the data necessary to meet the IPIA reporting requirements, as well as other reporting requirements
to monitoring authorities. I1n addition to the combined payment accuracy rates for OASDI, we calcul ate separate
rates for OASI and DI. We also provide payment accuracy rates for current and previous reporting periods.

For the past five years, OASDI payments were highly accurate. However, the sheer magnitude of OASDI payments,
approximately $696 billion in FY 2010, means that even a small percentage of error will result in substantial dollar
error. InFY 2010, the OASDI accuracy rate was 99.6 percent for overpayments based on improper payments
totaling a projected $2.722 billion (i.e., 99.6 percent of all dollars paid were free of overpayment errors). Accuracy
for OASDI underpayments was 99.8 percent based on unpaid dollars projected at $1.788 hillion (i.e., underpayment
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dollar errors, as a percentage of total dollars paid, were 0.25 percent). Comparable accuracy ratesfor FY 2009 were
99.6 percent for overpayments and 99.9 percent for underpayments. The change in the overall OASDI overpayment
accuracy rate is not statistically significant; however, the difference in the overall underpayment accuracy rates from
FY s 2009 to 2010 isa statistically significant decline. While significant, the overall underpayment rate changed by
only 0.16 percentage points. Each tenth of a percentage point in payment accuracy represents about $696 millionin
OASDI program outlays.

For the SSI program, payments free of overpayment error increased over afive-year period, FY 2006 through

FY 2010, from 92.1 percent to 93.3 percent, respectively. In FY 2010, the SSI accuracy rate was 93.3 percent

for overpayments based on improper payments totaling a projected $3.344 billion (i.e., 93.3 percent of all

dollars paid were free of overpayment errors). This represents an increase of 1.7 percentage points over the

FY 2009 overpayment accuracy rate of 91.6 percent; a statistically significant increase. FY 2010 accuracy for

SSI underpayments was 97.6 percent based on unpaid dollars projected at $1.227 hillion (i.e., underpayment dollar
errors, as a percentage of total dollars paid, were 2.4 percent). Thisrepresents a statistically significant decrease of
0.8 percentage points from FY 2009 when SSI payments were 98.4 percent free of underpayment error based on
underpaid dollars totaling a projected $787 million. For FY 2010, each tenth of a percentage point in payment
accuracy represents about $50 million in SSI program outlays.

Below are examples of initiatives to improve payment accuracy in the OASDI and SSI programs. We provided
additional information, as well as other corrective actions we have taken, in the Improper Payments Information
Detailed Report in the Other Accompanying Information section.

Examples of OASDI Improper Payment Initiatives

e Toaddress errors due to Substantial Gainful Activity, we prioritize the systems enforcement alerts we use
to identify unreported earnings, and then work the cases with highest earnings first to minimize
overpayments.

e We conducted an ongoing match with the Office of Personnel Management to identify Federal retirees
receiving a Civil Service Retirement System pension. Thisinitiative addresses accurate computation of
beneficiaries earnings.

o Wemodified the Earnings Alert System to allow adjudicators to identify and develop irregularities on the
earnings record, which are likely to affect the worker’ s benefit payment.

o Wesubmitted alegidative proposal in the FY 2012 President’s Budget that requires State and local
governments and private insurers to share Workers' Compensation payment information.

Examples of SSI Improper Payment Initiatives

e InJune 2011, we completed expansion of Accessto Financia Ingtitutions (AFI) nationwide; three months
earlier than our target date of September 2011. AFI allows usto verify financial account balances
electronically and to identify undisclosed bank accounts that may result in suspension of SSI payments.
We can now apply AFI processesto all of our SSI applicants and recipients.

o Werecruited additional usersto the SSI Telephone Wage Reporting initiative we implemented in FY 2008.
SSI Telephone Wage Reporting allows recipients (or their parent, spouse, or representative payee) to report
their monthly wage amounts via a completely automated system that ensures that we timely adjust the
monthly payment.

e Weexpanded the living arrangement variables in the SSI Redetermination Scoring Model. The addition of
these living arrangement variables to the model will reduce errors due to living arrangements, and we
expect to save at least $200 million each year by improving how we target SSI redeterminations.
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SYSTEMS AND CONTROLS

Management Assurances

FEDERAL MANAGERS’ FINANCIAL INTEGRITY ACT (FMFIA) ASSURANCE STATEMENT
FiscAL YEAR (FY) 2011

SSA’s management is responsible for establishing and maintaining effective internal control and financial
management systems that meet the objectives of the FMFIA. SSA conducted its assessment of the effectiveness of
internal control over the effectiveness and efficiency of operations and compliance with applicable laws and
regulations in accordance with Office of Management and Budget (OMB) Circular No. A-123, Management’s
Responsihility for Internal Control. Based on the results of this evaluation, SSA can provide reasonable assurance
that itsinternal control over the effectiveness and efficiency of operations and compliance with applicable laws and
regulations as of September 30, 2011 was operating effectively and found no material weaknessesin the design or
operation of the internal controls.

SSA also conducts reviews of its financial management systemsin accordance with OMB Circular No. A-127,
Financial Management Systems. Based on the results of these reviews, SSA can provide reasonable assurance that
its financial management systems are in compliance with the applicable provisions of the FMFIA as of

September 30, 2011.

In addition, SSA conducted its assessment of the effectiveness of internal control over financial reporting, which
includes internal control related to the preparation of its annual financial statements, as well as safeguarding of
assets and compliance with applicable laws and regulations governing the use of budget authority and other laws and
regulations that could have a direct and material effect on the financial statements, in accordance with the
requirements of Appendix A of OMB Circular No. A-123. The results of this evaluation provide reasonable
assurance that SSA’sinternal control over financial reporting was operating effectively as of September 30, 2011.

Mi€hael J. Astrue
Commissioner
November 7, 2011

AGENCY FEDERAL MANAGERS’ FINANCIAL INTEGRITY ACT PROGRAM

We have a well-established agency-wide management control and financial management systems program as
required by FMFIA. We accomplish the objectives of the program by:

e Integrating management controlsinto our business processes and financial management systems at all
organizational levels;

e Reviewing our management controls and financial management systems controls on aregular basis; and

e Developing corrective action plans for control weaknesses, and monitoring those plans until completion.

Our managers are responsible for ensuring effective internal control in their areas of responsibility. We require
senior-level executives submit an annual statement to the Commissioner providing reasonable assurance that
functions and processes under their areas of responsibility were functioning asintended and there were no major
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weaknesses that would require reporting, or a statement indicating they could not provide such assurance. This
executive accountability assurance provides an additional basis for the Commissioner’ s annual assurance statement.

Our Executive Internal Control committee, consisting of senior managers and chaired by the Deputy Commissioner,
ensures our compliance with FMFIA and other related legislative and regulatory requirements. If we identify a
major control weakness, the Executive Internal Control committee determinesif the weakness is a material
weakness that they would need to forward to the agency head for final determination.

We incorporate effective internal controlsinto our business processes and financial management systems through
the life cycle development process. The user requirements include the necessary controls, and management reviews
the new or changed processes and systems to certify the controls arein place. We test the controls prior to full
implementation to ensure they are effective.

We identify management control issues and weaknesses through audits, reviews, studies, and observation of daily
operations. We conduct internal reviews of management and systems security controls in our administrative and
programmatic processes and financial management systems. These reviews eval uate the adequacy and efficiency of
our operations and systems, and provide an overall assurance our business processes are functioning as intended.
The reviews also ensure that management controls and financial management systems comply with the standards
established by FMFIA and OMB Circular Nos. A-123, A-127, and A-130.

Please refer to the Summary of Financial Satement Audit and Management Assurances located in the
Other Reporting Requirements section for more information.

Management Control Review Program

In compliance with OMB Circular No. A-123, we have an agency-wide review program for management controlsin
our administrative and programmatic processes. The reviews encompass our business processes such as
enumeration, earnings, claims and post-entitlement events, and debt management. We conduct these reviews at our
field offices, processing centers, hearings offices, and at the State Disability Determination Services. These reviews
indicate our management control review program is effective in meeting management’ s expectations for compliance
with Federal requirements.

Financial Management Systems Review Program

OMB Circular No. A-127 requires agencies to maintain a financial management systems inventory and to conduct
reviews to ensure financial management systems meet Federal requirements. In addition to our financial systems,
we also include all major programmatic systemsin this financial management systems inventory. On afive-year
cycle, an independent contractor performs detailed reviews of our financial management systems. During FY 2011,
the results of these reviews did not disclose any significant weaknesses that would indicate noncompliance with
laws, Federal regulations, or Federal standards.

FEDERAL FINANCIAL MANAGEMENT IMPROVEMENT ACT

The Commissioner has determined our financial management systems were in substantial compliance with the
Federal Financial Management Improvement Act for FY 2011. In making this determination, he considered al the
information available, including the auditor’s opinion on our FY 2011 financia statements, the report on
management’ s assertion about the effectiveness of internal controls, and the report on compliance with laws and
regulations. He also considered the results of the management control reviews and financial management systems
reviews conducted by the agency and its independent contractor.

Please refer to the Summary of Financial Satement Audit and Management Assurances located in the
Other Reporting Requirements section for more information.
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FINANCIAL STATEMENT AUDIT

The Office of the Inspector General contracted with Grant Thornton, LLP for the audit of our FY 2011 financial
statements. The auditor found we present fairly the basic financial statements, in all material respects, in conformity
with accounting principles generally accepted in the United States of Americafor Federa entities. The auditor also
found management fairly stated that our internal control over financial reporting was operating effectively, and
reported no instances of noncompliance with laws, regulations, or other matters.

However, the auditor did identify certain deficienciesin internal control, that when aggregated, they considered a
significant deficiency. The auditors found that 1) we did not consistently comply with policies and procedures to
reassess, periodically, the content of security access profiles; 2) some employees and contractors had system access
in excess of access required to complete their job responsibilities; and 3) certain mainframe configurations increased
the risk of unauthorized access.

Grant Thornton, LLP recommends SSA management improve policies and procedures that require a periodic review
of the content of the agency’s security profiles, improve controls to test and monitor configurations on the
mainframe and network operating system environments, and improve procedures that require on-going monitoring
of implemented configurationsto identify and address security risks. We concur with the recommendations, and we
will continue to work to improve the overall effectiveness of our security controls.

FEDERAL INFORMATION SECURITY MANAGEMENT ACT

The Federal Information Security Management Act (FISMA) requires Federal agencies to ensure adequate security
protections for Federal information systems and information. Under this act, Federal agencies must submit annual
FISMA reportsto OMB. Thisyear'sreport is due by November 15, 2011. Our report summarizes the results of the
agency’ s security reviews of major information systems and programs, progress on correcting identified weaknesses,
and the results of other work performed during the reporting period using OMB’ s performance measures. There are
currently several bills pending in Congressto strengthen FISMA. As Congress considers new security legisation,
we will strive to meet and exceed existing information security requirements for protecting Federal information
systems and information, including personally identifiable information.

FINANCIAL MANAGEMENT SYSTEMS STRATEGY

Over the years, we have worked hard to improve our financial management practices. We continue to develop new
initiatives to enhance the existing financial and management information systems. Our actions demonstrate
discipline and accountability in the execution of our fiscal responsibilities as stewards of the Social Security
programs. Going forward, our goal isto achieve Governmentwide and internal financial management milestones
established for improvement.

Annually, we review and update our financial management systems inventory to reflect the most recent status of our
systems modernization projects. We categorize our inventory of twelve financial management systems under the
broad categories of Program Benefits, Debt Management, or Financial/Administrative, and continue the long-term
development of our financial management systems following a defined strategy.

In the Program Benefits category, we are streamlining systems and incorporating new legidlative requirements.

In the Debt Management category, we are continuing to pursue enhanced capabilities to collect and resolve program
debt. We developed an External Collection Operation (ECO) system to help recover program overpayments through
the Treasury Offset Program, credit bureau reporting process, and Administrative Wage Garnishment process. We
have continued to improve the ECO system through an initial three-phased approach. Phase I, implemented in

July 2010, enabled us to collect delinquent Supplemental Security Income (SSI) debts from a population of debtors
previously excluded from the automated ECO selection process. Next, we have secured information technology
resources to embark on Phase Il of the ECO enhancementsin FY 2012, which will allow usto collect delinquent
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debts by offsetting Federal payments through the Treasury Offset Program beyond the current 10-year statute of
limitations, as authorized by Public Law 110-246 and 31 United States Code 3716. Finally, as resources permit, we
will then pursue implementation of Phase |11 to collect delinquent debts by offsetting applicable State payments
through the Treasury Offset Program.

In May 2011, we improved existing overpayment controls for the SSI program by implementing a process that
automatically records any existing overpayments on newly created supplemental security records. This process will
help ensure we properly account for, report, and resolve SSI overpayments. In addition, when this new process
cannot automatically record an existing overpayment on a newly created supplemental security record, it alerts our
employees to manually resolve the overpayment on an individual’s SSI account.

In the Financial/Administrative category, we implemented the Social Security Online Accounting and Reporting
System (SSOARYS), afederally-certified accounting system based on Oracle Federal Financials, as our System of
Record on October 1, 2003. In FY 2011, we implemented the Oracle Governance Risk and Compliance Controls
Software Suite. The Governance Risk and Compliance Controls Software Suite provides real-time control over user
access, provides segregation of duties policies and changes to key SSOARS configurations, and enables us to
implement SSOA RS enhancements in a transparent and more cost-effective manner.

We have standardized our web servicesto eliminate duplication of code and to establish a common gateway for the
SSOARS Service-Oriented Architecture. This effort has allowed us to establish a standard framework for all future
integrations with both internal and external systems, thereby reducing long-term maintenance costs and improving
operational efficiency. We implemented business activity monitoring giving subject matter experts more control
over the applications, and a service registry that provides technical data about the SSOARS Service-Oriented
Architecture environment.

We also integrated the I nternet Payment Platform (IPP) with the accounting system. The IPP is a secure web-based
electronic invoicing and payment information system provided by the Department of the Treasury’s Financial
Management Service. The IPP alows agencies to transform existing paper-based order-to-pay processesinto a
streamlined electronic flow by sending electronic Purchase Orders to suppliers, receiving electronic invoices from
suppliers, and for invoice routing and approval workflow. The integration of the IPP is an example of how we have
adopted the latest guiding principles for system modernization by embracing common automated solutions for
transaction processing.

In keeping with the directivesin OMB Memorandum, M-10-26, Immediate Review of Financial Systems|T
Projects, we continue to follow the prescribed guidelines and best practices to implement system improvements by:
a) using an incremental approach that focuses on the latest technology, b) meeting critical agency business needs,
and c) closely monitoring project schedule and cost. Although the accounting system isin a“ steady-state” status,
we continue to maintain current operational efficiencies through product upgrades, incremental enhancements, and
application extensions that increase |abor efficiencies and performance and maintain the integrity of the data.
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