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YEAR 2000 CONVERSION EFFORTS AND IMPLI-
CATIONS FOR BENEFICIARIES AND TAX-
PAYERS

WEDNESDAY, FEBRUARY 24, 1999

HOUSE OF REPRESENTATIVES,
COMMITTEE ON WAYS AND MEANS,
Washington, DC.
The Committee met, pursuant to notice, at 9:06 a.m., in room
1100, Longworth House Office Building, Hon. Bill Archer (Chair-
man of the Committee) presiding.
[The advisories announcing the hearing follow:]
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ADVISORY

FROM THE COMMITTEE ON WAYS AND MEANS

FOR IMMEDIATE RELEASE CONTACT: (202) 225-1721
January 21, 1999
No. FC-3

Archer Announces Hearing on the Year 2000
Conversion Efforts and Implications for
Beneficiaries and Taxpayers

Congressman Bill Archer (R-TX), Chairman of the Committee on Ways and
Means, today announced that the Committee will hold a hearing on the Year 2000
or “Y2K” computer conversion efforts, remaining challenges, and implications for
beneficiaries and taxpayers. The hearing will take place on Wednesday, February
24, 1999, in the main Committee hearing room, 1100 Longworth House Office Build-
ing, beginning at 10:00 a.m.

In view of the limited time available to hear witnesses, oral testimony at this
hearing will be from invited witnesses only. Witnesses will include officials of the
President’s Council on Year 2000 Conversion; the Health Care Financing Adminis-
tration; the Administration of Children and Families; the Social Security Adminis-
tration (SSA); the Internal Revenue Service (IRS); the Financial Management Serv-
ice (FMS); the U.S. Customs Service; and the Bureau of Alcohol, Tobacco, and Fire-
arms. Witnesses will also include private sector organizations who represent pro-
gram beneficiaries or taxpayers, as well as the U.S. General Accounting Office
(GAO) and various Inspector Generals Offices. However, any individual or organiza-
tion not scheduled for an oral appearance may submit a written statement for con-
sideration by the Committee and for inclusion in the printed record of the hearing.

BACKGROUND:

The United States, with almost half the world’s computer capacity and 60 percent
of the world’s Internet assets, is the most advanced, and the most dependent, pro-
ducer and user of information technologies. Most computers, computer systems, and
telecommunications networks in use in the Federal Government are currently un-
dergoing modifications so that they will be able to continue to function properly in
the year 2000 and beyond.

Most computers in use in the Federal Government have stored information for
each year in a two-digit format, which makes the year 2000 indistinguishable from
the year 1900. Unless they are changed, computer systems and telecommunications
networks that are dependent on this two-digit year format can malfunction and
cause costly problems for both commerce and government. Modifications have been
underway for some time. Federal agencies, for the most part, are currently testing
the renovated systems to make sure they will process transactions properly and
produce accurate information. The agencies are also developing and testing contin-
gency plans in the event of any failures.

Of particular concern for this hearing are the Federal programs within the juris-
diction of the Committee on Ways and Means, including those administered by the
U.S. Departments of Treasury, and Health and Human Services, plus SSA. Among
the major programs affected are tax and trade administration, Medicare, and Social
Security. The computers serving the programs within the Committee’s jurisdiction
affect more than 260 million Americans. The revenue programs affect every indi-
vidual and business taxpayer, and the benefit programs impact the health and well-
being of millions. These Americans rely on the vital services they receive and cannot
afford to have them disrupted by computer failures, nor can they afford to have the
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computers produce erroneous penalty assessments or notices, or refund or benefit
checks.

In response to Chairman Archer’s request in the 105th Congress, the Sub-
committee on Oversight held two hearings and issued a report to the Full Com-
mittee on August 19, 1998, on the implications of potential Y2K problems on pro-
gram beneficiaries and taxpayers (WMCP: 105-10). The Subcommittee report con-
cluded that, with the possible exception of SSA, which was found to be in a good
position, services to taxpayers and beneficiaries may be disrupted or otherwise jeop-
ardized by computer systems or telecommunications networks failures unless cer-
tain actions are taken by the Administration, Congress, and the private sector. The
report made several recommendations to preclude Y2K-related failures, including
comprehensive systems testing and contingency planning. Since the report’s
issuance, the Subcommittee has continued to monitor the agencies’ Y2K progress,
with the assistance of the GAO and Inspectors General Offices, and has seen consid-
erable progress in the agencies’ Y2K conversion efforts.

In announcing the hearing, Chairman Archer stated: “With more than 260 million
Americans relying on vital services, we cannot afford to have disruptions because
Y2K problems were not dealt with properly or expeditiously. The stakes are too
high. We must get the job done, and done right.”

FOCUS OF THE HEARING:

The hearing will explore the current status of Y2K renovation efforts, and the re-
maining challenges that agencies must overcome to ensure continuation of vital
services provided through programs within the jurisdiction of the Committee on
Ways and Means.

DETAILS FOR SUBMISSION OF WRITTEN COMMENTS:

Any person or organization wishing to submit a written statement for the printed
record of the hearing should submit six (6) single-spaced copies of their statement,
along with an IBM compatible 3.5-inch diskette in WordPerfect 5.1 format, with their
name, address, and hearing date noted on a label, by the close of business, Wednes-
day, March 10, 1999, to A.L. Singleton, Chief of Staff, Committee on Ways and
Means, U.S. House of Representatives, 1102 Longworth House Office Building,
Washington, D.C. 20515. If those filing written statements wish to have their state-
ments distributed to the press and interested public at the hearing, they may de-
liver 200 additional copies for this purpose to the Committee office, room 1102 Long-
worth House Office Building, by close of business the day before the hearing.

FORMATTING REQUIREMENTS:

Each statement presented for printing to the Committee by a witness, any written statement
or exhibit submitted for the printed record or any written comments in response to a request
for written comments must conform to the guidelines listed below. Any statement or exhibit not
in compliance with these guidelines will not be printed, but will be maintained in the Committee
files for review and use by the Committee.

1. All statements and any accompanying exhibits for printing must be submitted on an IBM
compatible 3.5-diskette in WordPerfect 5.1 format, typed in single space and may not exceed
a total of 10 pages including attachments. Witnesses are advised that the Committee will
rely on electronic submissions for printing the official hearing record.

2. Copies of whole documents submitted as exhibit material will not be accepted for printing.
Instead, exhibit material should be referenced and quoted or paraphrased. All exhibit material
not meeting these specifications will be maintained in the Committee files for review and use
by the Committee.

3. A witness appearing at a public hearing, or submitting a statement for the record of a pub-
lic hearing, or submitting written comments in response to a published request for comments
by the Committee, must include on his statement or submission a list of all clients, persons,
or organizations on whose behalf the witness appears.

4. A supplemental sheet must accompany each statement listing the name, company address,
telephone and fax numbers where the witness or the designated representative may be reached.
This supplemental sheet will not be included in the printed record.
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The above restrictions and limitations apply only to material being submitted for printing.
Statements and exhibits or supplementary material submitted solely for distribution to the
Members, the press, and the public during the course of a public hearing may be submitted in
other forms.

Note: All Committee advisories and news releases are available on the World
Wide Web at “HTTP:/WWW.HOUSE.GOV/WAYS MEANS/”.

The Committee seeks to make its facilities accessible to persons with disabilities.
If you are in need of special accommodations, please call 202—225-1721 or 202—-226—
3411 TTD/TTY in advance of the event (four business days notice is requested).
Questions with regard to special accommodation needs in general (including avail-
ability of Committee materials in alternative formats) may be directed to the Com-
mittee as noted above.

NOTICE—CHANGE IN TIME

ADVISORY

FROM THE COMMITTEE ON WAYS AND MEANS

FOR IMMEDIATE RELEASE CONTACT: (202) 225-1721
January 28, 1999
No. FC-3-Revised

Time Change for Full Committee Hearing on
Wednesday, February 24, 1999,
on the Year 2000 Conversion Efforts and
Implications for Beneficiaries and Taxpayers

Congressman Bill Archer (R-TX), Chairman of the Committee on Ways and
Means, today announced that the full Committee hearing on the Year 2000 com-
puter conversion efforts, remaining challenges, and implications for beneficiaries
and taxpayers, previously scheduled for Wednesday, February 24, 1999, at 10:00
a.m., in the main Committee hearing room, 1100 Longworth House Office Building,
will begin instead at 9:00 a.m.

All other details for the hearing remain the same. (See full Committee press re-
lease No. FC-3, dated January 21, 1999.)

——

Chairman ARCHER. The Committee will come to order. Good
morning. Is January 1, 2000, going to trigger a global economic re-
cession as economist Edward Yardeni has predicted? Or is it much
ado about nothing? Are the survivalists right in preparing for a
major catastrophe? Or is the administration’s John Koskinen right
that we should just prepare as we normally would for a long holi-
day weekend?

We’re here today for a public hearing on the year 2000 computer
problem, commonly known as Y2K. I hope that we’ll get informa-
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tion to help us to answer these critical questions on how to prepare
for the new millennium.

Today’s hearing will help us all better understand Y2K and how
it can impact our lives, and what we can do to protect our own in-
terests. We'll discuss Y2K implications for beneficiaries and tax-
payers if the problem is not fixed in time by Federal agencies and
those who are involved in the delivery of vital program services.

After all, while Social Security authorizes retirement benefits for
the elderly, Treasury actually makes the payments. The authorized
payments are either delivered electronically through the Federal
Reserve and into beneficiaries’ commercial bank accounts or mailed
through the Postal Service to beneficiaries’ residences. For the el-
derly to continue to get their benefits in the year 2000 without dis-
ruption, the computer systems for the Social Security Administra-
tion, Treasury Department, Federal Reserve System, and commer-
cial banks must all be Y2K-compliant and compatible with each
other.

With only 310 days to complete the renovation efforts, we expect
the agencies have already renovated their systems. We want to un-
derstand how they are progressing in the testing of the renovated
systems. To do so may involve the actual trading of data or proc-
essing of transactions with other organizations like healthcare pro-
viders submission of Medicare claims to Health Care Financing Ad-
ministration intermediaries for processing and payment.

Consequently, we are interested in what outreach efforts have
been made by the agencies and what initiative has been taken by
the trading partner to ensure Y2K compliance.

We also want to learn what the agencies are planning to do to
prevent disruptions to those processes in the event of Y2K-related
failures. The contingency plans should consider alternatives for
doing business in the event key systems networks or infrastruc-
tures are not functioning or not operating property.

With many agencies receiving an increasing amount of informa-
tion from beneficiaries, providers, taxpayers, or importers electroni-
cally, each agency and its corresponding data trading partner will
need to have alternative ways to transmit the data in the event of
the Y2K-related failure. The alternatives, like reverting to paper
processing, need to be properly planned. Resources need to be con-
sidered and fully tested to be sure they will serve their intended
purpose.

To ascertain how well the government is doing to prepare for
Y2K, we have with us today a host of experts. Many work for the
administration, many are nonpartisan authorities, and several
come from the private sector. The Administration has received all
the funding it has requested for Y2K. But I must say, if necessary
additional funding is required, it’s up to the agencies to inform the
Congress so that we can adequately provide those resources.

We will do so, where they are justifiably needed, but we must be
told. I look forward to learning how well our government is doing
in meeting this challenge. With so little time remaining and so
much at stake for 260 million Americans, we must work together
to rise to the Y2K challenge and make sure that vital services are
not disrupted.
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Our first panel of witnesses today includes a gentleman who is
no stranger to us after yesterday, Mr. Kenneth Apfel, Commis-
sioner of the Social Security Administration; Hon. Richard L.
Gregg, Commissioner for Financial Management Service; Scott An-
derson, President and chief executive officer of Zions National
Bank, Salt Lake City; Joel Willemssen, Director of Civil Agencies
Information Systems, Accounting and Information Management for
the U.S. General Accounting Office; Dennis Schindel, Assistant In-
spector General for Audit, Office of Inspector General, U.S. Depart-
ment of the Treasury.

And if you would all please come to the witness table, we will
be pleased to get the information which you can give us this morn-
ing.

Mr. RANGEL. Mr. Chairman.

Chairman ARCHER. Yes, Mr. Rangel.

Mr. RANGEL. I just know how easy it is not to recognize me, but
I just thought I would join in welcoming this panel and to

Chairman ARCHER. It’s almost impossible not to recognize you,
Mr. Rangel.

Mr. RANGEL. Well, you know:

Chairman ARCHER. We missed you yesterday.

Mr. RANGEL. Yes, I was hoping you would. [Laughter.]

But I wanted to congratulate you for having the foresight to have
these type of hearings, especially in focusing on the departments
and agencies in which we have jurisdiction. I think that through
this type of leadership, with all of the Committee, Chairmen and
Ranking Members, together working with the private sector that
we might allay some of the fears that we have in this country, in-
deed throughout the world.

I'm pleased that the Social Security Administration did lead in
correcting the Y2K problems which they would have had in this
area. And it’s my understanding that some of the other agencies
that had initial problems, the Health Care Finance Administration,
have made dramatic progress since mid-1998. And so I merely
wanted to be recognized to compliment you on your foresight, your
vision, and your leadership.

Chairman ARCHER. Thank you. Thank you, Mr. Rangel. I would
add also that we have attempted to get representatives from all of
the various departments and agencies over which we have jurisdic-
tion before us today. I hope we have not missed any.

[The opening statement of Mr. Ramstad follows:]

Opening Statement of Hon. Jim Ramstad, a Representative in Congress
from the State of Minnesota

Mr. Chairman, thank you for convening this important hearing on the Year 2000
(Y2K) Problem.

The possible malfunction of the government’s computer systems is a critical issue
for all Americans. The magnitude of this potential problem is illustrated by the
number of representatives we have here today. All of our constituents have a vested
interest in how the different aspects of their government are working to avoid a po-
tential disaster.

Some progress on solving the Year 2000 problem has been made. But with only
310 days until January 1, 2000 it is up to Congress to ensure that we are doing
our part to help solve this problem. We need to ensure that the people we represent
are not left without the health care and financial services upon which they depend.

I am pleased that this hearing will allow us to examine what the different agen-
cies under our jurisdiction are doing to be prepared for the year 2000 and how they
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are coordinating their efforts with the organizations in the private sector with which
they work.

Again, Mr. Chairman, thank you for your own leadership in looking into the Year
2000 computer problem by holding this critical hearing.

———

Mr. Apfel, would you be good enough to lead off? We'll be pleased
to receive your testimony.

STATEMENT OF HON. KENNETH S. APFEL, COMMISSIONER OF
SOCIAL SECURITY

Mr. AprEL. Thank you, Mr. Chairman.

It’s an honor to be back before this Committee, just 15 hours
after leaving from my testimony yesterday, and to start off where
I finished up last night.

Mr. Chairman, Social Security will be there in 2055. Social Secu-
rity will be there in 2033. Social Security will be there in 2013.
And the Social Security benefit payment will be there in January
of the year 2000.

Chairman ARCHER. That is good to hear. [Laughter.]

Mr. AprEL. Thank you, Mr. Chairman.

My agency recognized early on the potential effects of the year
2000 problem and the critical importance of ensuring that our oper-
ations are unaffected. The Social Security Administration relies on
a vast computer network to keep track of earnings for the 145 mil-
lion workers, to pay monthly benefits to more than 50 million indi-
viduals, and to process 6 million new benefit applications each
year.

Because so many Americans depend on our systems operations,
we began to take remedial action on the year 2000 problem as soon
as we recognized it. For the past several years, we've had some of
our top people at work on this issue.

I should point out Dean Mesterharm, 10 years ago, recognized
this. He’s now our Deputy Commissioner for Systems. Kathy
Adams, Dean’s Deputy, sitting behind me, has been heavily in-
vgllvedbwith the endeavors over the years, and has done a remark-
able job.

The magnitude of the task that we face cannot be overstated. We
had to review systems supported by more than 35 millionlines of
in-house computer code as well as vendor products. We had to co-
ordinate all of our efforts with other Federal and State agencies,
and with third-party organizations.

But the work has borne results. Today, SSA’s benefit system is
100 percent year 2000 compliant. Of course, ensuring delivery of
benefit payments in January 2000 and beyond also means that our
agency has had to work closely with our partners, who help
produce and deliver benefit payments: the Treasury Department,
the Federal Reserve, and the U.S. Postal Service.

And since last October, all Social Security and SSI payments
have been made through year 2000 compliant systems at both SSA
and the Treasury Department. The Federal Reserve is testing pay-
ment operations with banking institutions throughout the country,
and Social Security transactions have been included in the mate-
rials tested.
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We have also made strong progress in making non-benefit pay-
ment systems Y2K compliant. For example, all 50 State Disability
Determination Service systems operations, which support the DDS
process, are now Y2K compliant.

More than 99 percent of our data exchanges have been made
Y2K compliant. We've begun testing our facilities infrastructure for
Y2K compliance.

Let me now turn briefly to the issues of Y2K contingency plan-
ning in our program of ongoing monitoring for continued systems
compliance. Our business continuity and contingency plan address-
es a wide range of eventualities. If a benefit-payment-system prob-
lem should occur in January 2000, SSA field offices would provide
emergency payment services to beneficiaries with critical needs.
And the Treasury Department will issue a replacement check.

It is also important to note that every one of the 1,300 field of-
fices across the country, as well as each State DDS unit, has its
own contingency plan for continued business operations, if there
are any service disruptions.

The agency’s contingency plan also addresses such needs as tele-
communications, building operations, and human resources. This
plan conforms with the GAO guidelines and, in fact, has been used
as the model by both other Government agencies and private-sector
organizations.

I would like to cite one other key element of this plan, which we
call our day-one strategy. It goes into effect during the rollover
weekend of December 31 through January 3 and provides a
timeline for tracking critical benefit-related events and ensures
that key staff will be available throughout the rollover period.

Now that all of our mission-critical systems are year-2000 com-
pliant, we have taken steps to make sure that we do nothing to in-
troduce possible date defects into these systems. Since we must
continue to modify these systems to accommodate regulations, re-
cent legislation, and other required changes, such as the COLA an-
nouncement and the actual COLA increase, we have set up an on-
going recertification process.

In addition, as a further safeguard, a moratorium for discre-
tionary changes to our software will be put in place in September
1999. And that moratorium will remain in effect through March
2000.

In conclusion, let me say that I'm proud of the fact that my agen-
cy has been at the forefront of Government and private-sector orga-
nizations addressing year-2000 issues. I'm confident our systems
are ready for this new challenge of the new millennium.

When our offices open on January 3, 2000, we will be prepared
to provide full service to the American public with the accuracy and
reliability that they have come to expect from the Social Security
Administration.

Thank you, Mr. Chairman.

[The prepared statement follows:]

Statement of Hon. Kenneth S. Apfel, Commissioner of Social Security

Mr. Chairman and Members of the Committee: Thank you for inviting me to be
here today to discuss the Social Security Administration’s (SSA) Year 2000 conver-
sion efforts and the implications for beneficiaries and taxpayers. SSA recognized
very early the potential effect on beneficiaries and workers created by the Year 2000
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problem. I am pleased to be here today to report on our progress and plans for the
future.

IMPACT ON SSA OPERATIONS

SSA relies on a vast computer network to keep track of earnings for 145 million
workers, take six million applications for benefits a year, and pay monthly benefits
to over 50 million beneficiaries. Because so many people depend on SSA’s systems,
we began to work on the Year 2000 problem as soon as it was identified in 1989.
The magnitude of this project cannot be overstated: we had to review systems sup-
ported by more than 35 million lines of in-house computer code, as well as vendor
products, while coordinating efforts with State and Federal agencies and third par-
ties.

SSA’s ability to provide world class service to beneficiaries, workers and their
families depend on a complex infrastructure that is crucial to our ongoing oper-
ations. Power, data, and voice telecommunications, along with the Agency’s com-
puter operations hardware and software, are essential to ensuring that SSA’s busi-
ness processes are able to continue uninterrupted. Our automated systems are the
means by which SSA is able to provide service on demand to the public.

SSA has five core business processes through which we maintain the accuracy of
beneficiary records and process and adjudicate claims:

1. Enumeration, the process through which SSA assigns Social Security numbers;

2. Earnings, the process which establishes and maintains a record of an individ-
ual’s earnings;

3. Claims, the process comprising actions taken by SSA to determine an individ-
ual’s eligibility for benefits;

4. Postentitlement, the process involving actions that SSA takes after an indi-
vidual becomes entitled to benefits; and

5. Informing the Public, the process by which we disseminate information about
the programs we administer.

I am confident that our systems will function on and after the Year 2000 to en-
sure that our core business processes proceed smoothly and without disruption as
we move into the 21st century. When we open our offices for business on January
3, 2000, we expect to be prepared to provide our full complement of services to the
fAmeriscgg public with the accuracy and reliability that they have come to expect
Trom .

JANUARY 2000 BENEFIT PAYMENTS

We are happy to report that our benefit payment system is 100 percent Year 2000
compliant. SSA has worked very closely with the Treasury Department, Federal Re-
serve and the Post Office to ensure that Social Security and Supplemental Security
Income checks and direct deposit payments for January 2000 will be paid on time.
Since October 1998, payments for both Social Security and Supplemental Security
Income programs have been made with Year 2000 compliant systems at both SSA
and Treasury.

SSA is working closely with the Treasury Department and the Federal Reserve
to identify any Year 2000 problem that might affect direct deposit payments. If a
problem should occur in January 2000, the Treasury Department will quickly issue
a replacement check after recertification by SSA, and SSA offices will provide emer-
gency payment services to beneficiaries with critical needs.

I do not consider Social Security’s job to be done until timely and correct benefits
are in the hands of all of our beneficiaries.

STATUS OF SSA’S YEAR 2000 IMPLEMENTATION EFFORTS

I would like to discuss the status of SSA’s progress in our Year 2000 implementa-
tion efforts.

All of our mission critical systems have been made Year 2000 compliant. These
are the systems that support the core business processes I described earlier.

Because they are so vital to our disability claims process, SSA is overseeing and
managing the effort of assuring Year 2000 compliance of State Disability Deter-
mination Service (DDS) systems. Fifty State DDSs have automated systems to sup-
port the disability determination process. As of January 31, 1999, all 50 DDS auto-
nllated systems are Year 2000 compliant and are being used to process disability
claims.

We recognize that it is not enough for our agency to be Year 2000 compliant if
all our trading partners are not ready. Therefore SSA has worked with all of our
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trading partners, and I am pleased to say that 99 percent of our data exchanges
are Year 2000 complaint. We are working with our partners to test the remaining
1 percent and get them implemented as quickly as possible.

SSA has inventoried all of our telecommunications systems and we have a plan
and schedule for all fixes and upgrades. Numerous acquisitions have been made
that will result in the installation of telecommunications software and hardware up-
grades. SSA is also working with the General Services Administration (GSA) in this
effort, particularly with regard to testing vendor fixes. SSA’s goal is to have all tele-
communications compliant by the end of March 1999.

SSA continues to work with GSA in addressing the Year 2000 problem in the
areas of our facilities infrastructure. We have inventoried our building systems and
testing contracts have been awarded. Testing has commenced in some buildings,
with all sites progressing as scheduled.

Our independent verification and validation contractor, Lockheed Martin, com-
pleted a comprehensive review of SSA’s Year 2000 program and submitted their
finding in October 1998. Their report covered all aspects of Year 2000 preparedness
activities and found our Year 2000 methodology to be sound and feasible.

Focus OF ACTIVITIES IN 1999

Now that all of our mission critical systems are Year 2000 compliant, we have
taken steps to make sure we do nothing to introduce possible date defects into these
systems. Since we must continue to modify these systems to accommodate regula-
tions, recent legislation, and other required changes, we have instituted a re-certifi-
cation process that uses a commercial computer software tool. In addition we have
instituted a moratorium beginning in July 1999 on the installation of commercial
off-the-shelf software and mainframe products. A similar moratorium is in place for
discretionary changes to our software beginning in September 1999. The morato-
riums will remain in effect through March 2000.

BUSINESS CONTINUITY AND CONTINGENCY PLAN

Obviously, we all hope that there will be no need for backup or contingency plans.
However, SSA recognizes that our systems are dependent on infrastructure services,
such as the power grid of the telecommunications industry and third parties, which
are beyond our control. Therefore, SSA has developed a Business Continuity and
Contingency Plan. The plan was first issued March 31, 1998 and it is updated quar-
terly. The plan is consistent with Government Accounting Office guidelines and is
being used as a model by other agencies and private sector organizations.

The plan identifies potential risks to business processes, ways to mitigate each
risk and strategies for ensuring continuity of operations if systems fail to operate
as intended. The SSA Business Continuity and Contingency Plan addresses all core
processes, including disability claims processing functions supported by the DDSs.

As part of our Business Continuity and Contingency Plan, we have in place local
plans for each of our field offices, teleservice centers, and processing centers, hear-
ing offices and state DDSs. We have also developed contingency plans for benefit
payment and delivery, building operations, human resources, and communications.
Our benefit payment and delivery plan was developed in conjunction with the Treas-
ury Department and the Federal Reserve.

CONCLUSION

I would like to conclude by repeating that SSA was at the forefront of Government
and private organizations in addressing Year 2000 issues. We are proud of our long-
standing reputation as a leader when it comes to providing customer service, and
we are confident that we will be prepared to continue that tradition when the new
millennium arrives.

I will be happy to answer any questions you may have.

——

Chairman ARCHER. Thank you, Mr. Apfel, and thank you, also,
for precisely complying with the 5-minute time suggestion. And I
would alert all other witnesses that we hope you can get your
verbal comments to us within 5 minutes and your entire printed
statement, without objection, will be inserted in the record. And
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any Member of the Committee who wished to insert a written
statement into the record, without objection, may do so.

Our next witness is Mr. Richard Gregg, Commissioner of Finan-
cial Management Service. Mr. Gregg.

STATEMENT OF RICHARD L. GREGG, COMMISSIONER,
FINANCIAL MANAGEMENT SERVICE

Mr. GREGG. Thank you, Mr. Chairman, Representative Rangel,
Members of the Committee. Thank you for the opportunity to ap-
pear today to discuss the Financial Management Services year
2000 program.

FMS makes payments to well over 100 million Americans each
year. We provide facilities and systems for the collection of taxes
and other receipts, and provides governmentwide accounting and
reporting and debt-collection services for the entire Federal Gov-
ernment.

To provide these services, FMS depends on automated systems.
And like most Federal agencies, FMS faces the challenges of adapt-
ing its systems to account for the date change to the year 2000.
Correcting this problem has been and will continue to be our high-
est priority.

FMS has made significant progress in addressing the year-2000
problem. The systems that issue over 740-million Government pay-
ments, 86 percent of FMS’s total payments, are year-2000 ready.
The system that collected $1.1 trillion in Federal revenues in Fiscal
1998, is also Y2K ready. And compliance of all remaining FMS crit-
ical systems is on schedule for completion by or before March 1999.

I want to assure you that FMS will continue to perform its crit-
ical functions in making payments and collecting revenues for the
government on January 1, in 2000 and thereafter.

I'd like to now provide a brief update of the current status of our
largest and most critical systems. The vast majority of payments
made by FMS are Old-Age and Survivors benefits and Supple-
mental Security Income payments issued on behalf of Social Secu-
rity. These payments account for over 600-million payments annu-
ally, which comprise 70 percent of FMS’s payment volume. Our av-
erage monthly payment volume is 42-million SSA payments and
6.5-million SSI payments, with a total value of approximately $30
billion.

Since October 1998, SSA and SSI payments have been issued
through year-2000 compliant systems.

The FMS systems used to issue 27 million annual EFT payments
on behalf of VA, for Veterans Compensation and Pension, and 10
million annual payments on behalf of the Railroad Retirement
Board were implemented in December 1998. And the systems that
issue the remaining 13 million VA payments will be implemented
in or before March 1999.

IRS payments account for over 10 percent of FMS’s overall pay-
ment volume, with approximately 90 million tax-refund payments
each year. Implementation of these systems was completed in July
1998 and all tax-refund payments since that time have been issued
through Y2K-ready systems.

The FMS systems used to issue 50 million annual EFT Federal
agency salary and travel and vendor payments began implementa-
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tion in January with customers serviced by our Kansas City Re-
gional Finance Center. These same systems are now being imple-
mented for customers serviced by our four other p