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CLEARING THE DISABILITY CLAIMS
BACKLOGS: THE SOCIAL SECURITY
ADMINISTRATION’S PROGRESS AND NEW
CHALLENGES ARISING FROM THE RECESSION

THURSDAY, NOVEMBER 19, 2009

U.S. HOUSE OF REPRESENTATIVES,
COMMITTEE ON WAYS AND MEANS,
SUBCOMMITTEE ON SOCIAL SECURITY,
Washington, DC.

The Subcommittee met, pursuant to notice, at 1:54 p.m., in Room
B-318, Rayburn House Office Building, the Honorable John S.
Tanner [Chairman of the Subcommittee] presiding.

[The advisory announcing the hearing follows:]

o))
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HEARING ADVISORY

FROM THE COMMITTEE ON WAYS AND MEANS

Subcommittee on Social Security Chairman
Tanner Announces a Hearing on Clearing the
Disability Claims Backlogs: The Social Security
Administration’s Progress and New Challenges
Arising From the Recession

November 12, 2009
By (202) 225-9263

Congressman John S. Tanner (D-TN), Chairman, Subcommittee on Social Secu-
rity of the Committee on Ways and Means, today announced a hearing on Clearing
the Disability Claims Backlogs: The Social Security Administration’s Progress and
New Challenges Arising From the Recession. The hearing will take place on
Thursday, November 19, 2009 in Room B-318, Rayburn House Office Build-
ing, beginning at 1:30 p.m.

BACKGROUND:

This hearing continues the Subcommittee’s examination of the Social Security Ad-
ministration’s (SSA) efforts to reduce its unprecedented backlog in disability claims.
Due in part to prolonged underfunding, the backlog of disability appeals hearings
grew significantly in recent years. By December 2008, more than 768,000 Americans
were waiting for a hearing decision—a historic high. Total waiting times for a deci-
sion on a claim can extend to three or four years, and testimony before the Sub-
committee has included personal stories of those who have lost their homes, de-
pleted life savings, or even died while awaiting a decision.

In FY 2008 and 2009, Congress provided SSA with additional administrative
funding to begin to reduce the hearings backlog and address other service delivery
shortfalls. This allowed SSA to hire additional Administrative Law Judges (ALJ)
and hearing office support staff. SSA has also made eliminating the hearings back-
log a top agency priority and has taken measures to increase efficiency and produc-
tivity. All of these changes have had an impact: since January 2009, the hearings
backlog has begun to slowly decline, and dropped below 723,000 by the end of the
fiscal year.

SSA is facing new challenges due to the recession, however, that are threatening
backlog reduction efforts. In FY 2009, incoming disability claims increased by nearly
15 percent. Incoming claims are projected to increase by an additional 12 percent
in FY 2010 and continue at elevated levels through 2013. Congress provided addi-
tional funding for FY 2009 and 2010 in the American Recovery and Reinvestment
Act of 2009 (P.L. 111-5) to help SSA process these increased claims.

Even with this funding, however, the capacity of the state Disability Determina-
tion Services (DDS)—which process initial disability claims—cannot be expanded
quickly enough to keep up with such steep claims increases. This problem is made
worse because a number of states have instituted hiring freezes or furloughs for
state employees as a way to address state budget shortfalls, and have not exempted
DDS employees even though the DDSs are completely federally funded. As a result,
SSA now projects that by the end of FY 2010, more than one million Americans will
be awaiting a decision an initial disability claim, up from about 567,000 at the end
of FY 2008. The increase in initial claims also affects the DDSs’ capacity to process
reconsideration appeals and conduct continuing disability reviews, which are impor-
tant to program integrity.
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The steep increase in new disability claims will also result in more appeals to the
hearing level that will challenge the capacity of SSA’s hearing offices in the next
several years. Without sufficient resources in FY 2011, SSA will not be able to stay
on track to eliminate the hearings backlog by 2013 while also addressing the emerg-
ing DDS backlog and processing the large volume of claims anticipated in FY 2011.

In announcing the hearing, Social Security Subcommittee Chairman Tanner said,
“I am very pleased to see that Congress’ commitment to reducing the Social
Security Administration’s backlog is finally resulting in an overall decline
in pending disability hearings. I commend SSA and its hardworking em-
ployees for the success of their efforts. However, SSA is now facing large
increases in disability claims due to the recession, and this is threatening
to undo the hard-won progress we have made. The rapidly growing backlog
at the initial claims level is a particularly serious concern. I am committed
to ensuring that SSA aggressively addresses these problems, and that the
agency has the tools to ensure that Americans who are in dire need of dis-
ability benefits can receive prompt consideration of their claim.”

FOCUS OF THE HEARING:

This hearing will focus on the effect of SSA’s unprecedented backlog in disability
claims on applicants with disabilities, and the agency’s efforts to address these chal-
lenges, including SSA’s recent progress in reducing its hearing backlog and its plans
for addressing the emerging backlog at DDSs. The hearing will also examine the
impact of the recession on disability claims processing, including projected claims
increases, and the need for adequate resources to reduce the backlogs and adju-
dicate recession-driven claims.

DETAILS FOR SUBMISSION OF WRITTEN COMMENTS:

Please Note: Any person(s) and/or organization(s) wishing to submit for the hear-
ing record must follow the appropriate link on the hearing page of the Committee
website and complete the informational forms. From the Committee homepage,
http://democrats.waysandmeans.house.gov, select “Committee Hearings”. Select the
hearing for which you would like to submit, and click on the link entitled, “Click
here to provide a submission for the record.” Once you have followed the online in-
structions, complete all informational forms and click “submit” on the final page.
ATTACH your submission as a Word or WordPerfect document, in compliance with
the formatting requirements listed below, by close of business Thursday, Decem-
ber 3, 2009. Finally, please note that due to the change in House mail policy, the
U.S. Capitol Police will refuse sealed-package deliveries to all House Office Build-
ings. For questions, or if you encounter technical problems, please call (202) 225—
1721.

FORMATTING REQUIREMENTS:

The Committee relies on electronic submissions for printing the official hearing
record. As always, submissions will be included in the record according to the discre-
tion of the Committee. The Committee will not alter the content of your submission,
but we reserve the right to format it according to our guidelines. Any submission
provided to the Committee by a witness, any supplementary materials submitted for
the printed record, and any written comments in response to a request for written
comments must conform to the guidelines listed below. Any submission or supple-
mentary item 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 submissions and supplementary materials must be provided in Word or WordPerfect
format and MUST NOT exceed a total of 10 pages, including attachments. Witnesses and sub-
mitters are advised that the Committee relies 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.
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3. All submissions must include a list of all clients, persons, and/or organizations on whose
behalf the witness appears. A supplemental sheet must accompany each submission listing the
name, company, address, telephone, and fax numbers of each witness.

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.

Note: All Committee advisories and news releases are available on the World
Wide Web at http:/democrats.waysandmeans.house.gov

————

Chairman TANNER. In the interest of time we will begin now.
There will be another series of votes in about an hour, is that cor-
rect? So we will start.

Thank all of you for being here. This hearing is both timely and
important, as you know. Our hearing today focuses on the over-
sight of the Social Security Administration’s efforts to reduce an
unprecedented backlog in disability claims. The backlog works a se-
vere hardship, as many of you know, on those who are waiting. I
know that all Members have heard from constituents about it.

There is some good news. The hearing backlog has begun to de-
cline from 768,000 to 718,000, partly because of our investment last
year that could have been considered overdue. The bad news is the
recession is threatening to overtake what gains we have been able
to make in the backlog.

The further complicating problem, of course as you know, is the
state Disability Determination Services (DDS). Some are being fur-
loughed, and some are cutting back. As far as I know, none are
being enlarged to deal with this, and so, as it relates to the backlog
and to the credibility of the program, the continuing disability re-
views, it’s clear we have a problem. So, in this hearing we are
going to try to highlight some things that will help.

We are delighted that we are able to have this hearing now, be-
cause we think it’s very, very timely.

[The prepared statement of Mr. Tanner follows:]

Prepared Statement of Chairman Tanner

Today’s hearing continues the Subcommittee’s ongoing oversight of the Social Se-
curity Administration’s (SSA’s) efforts to reduce its huge and unprecedented backlog
in disability claims. In 2000, there were about 310,000 Americans awaiting a hear-
ing on a disability claim. By December 2008, that number had more than doubled,
reaching 768,000—a historic high. This has led to long wait times for applicants,
sometimes as long as three or four years.

Because applicants often have little or no income while awaiting a decision on
benefits, the backlog has caused severe hardship to hundreds of thousands of Ameri-
cans with significant disabilities. We will hear some of their stories today. We also
hear about this issue every day from our own constituents in Tennessee who are
often in desperate need.

Today we have good news and bad news to report. First, the good news. After
many years of growing backlogs in SSA’s hearing offices, we have finally turned a
corner. Since the beginning of 2009, the hearings backlog has begun to slowly de-
cline, and is now down to 718,000. This shows that Congress’ investment in SSA
is starting to pay off. The Subcommittee particularly wants to commend all the dedi-
cated SSA employees who have contributed to this success.

The bad news, however, is that this hard-won progress is now being threatened.
Due to the recession, new disability claims have increased significantly. From FY
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2008 to FY 2009, these claims increased by almost 15 percent, and they are pro-
jected to increase by another 12 percent in FY 2010, and to continue at higher levels
for several years.

Congress recognized the need to address this problem last year when it provided
funds in the American Recovery and Reinvestment Act to help SSA process addi-
tional recession-driven claims in FY 2009 and 2010. But even with this funding, the
state Disability Determination Services (DDSs), which make decisions on initial dis-
ability claims, cannot expand their capacity quickly enough to handle this very
large, unexpected workload. This problem has been made worse because a number
of states have instituted hiring freezes or furloughs for state employees and have
not exempted DDS employees, even though the DDSs are completely funded by SSA.

As a result, another severe backlog is emerging, this time at the initial claims
level. By the end of FY 2010, an astonishing 1 million Americans will be awaiting
a decision on their initial disability claims—nearly double the number that were
waiting just two years before. The initial claims backlog has already topped 780,000
nationwide—a 35 percent increase from this time last year. In my own state of Ten-
nessee, we have seen an even bigger increase, with the initial claims backlog in-
creasing by more than 60 percent since last year.

And because the same DDS employees who evaluate initiate claims also perform
continuing disability reviews (CDRs) to determine if current beneficiaries remain el-
igible, the DDS backlog also poses serious challenges to SSA’s program integrity ef-
forts. SSA has fallen far behind in conducting CDRs, even though these reviews
have been demonstrated to generate considerable savings.

This situation is clearly unacceptable. SSA has expressed its commitment to ad-
dressing the DDS backlog problem, and I understand that today the SSA Commis-
sioner will present to us his plan for expanding the agency’s capacity to process ini-
tial claims. I look forward to hearing it.

Just as alarming is the potential impact of these recession-driven claims on SSA’s
hearings backlog. The claims increases the DDSs are now seeing will soon result
in increased appeals to the hearing level. If SSA’s hearing offices do not have the
resources to handle this added workload while still tackling the existing backlog,
SSA will not be able to fulfill its goal of eliminating the hearings backlog by the
end of FY 2013. In fact, the hearings backlog could begin to rise again.

All of this adds up to very significant challenges for SSA in FY 2011. The agency
will be faced with three difficult tasks. First, because the impact of the recession
on claims is expected to continue, to keep up with incoming claims, SSA will need
to process a much higher number of claims than the agency has in the past. Second,
it is imperative that SSA begin reducing the initial claims backlog, which by FY
2011 will have reached more than 1 million. Third, we cannot afford to let the hear-
ings backlog reduction plan falter. We must stay on track with this plan’s targets
even though the recession will bring increased appeals to SSA’s hearings offices.

Today we should pause to celebrate the progress that is being made. But we also
need to prepare to move forward with even more conviction. I look forward to hear-
ing about SSA’s plans for meeting these challenges. And I look forward to the in-
sights of our other witnesses about what is needed—from Congress and from the
Administration—to ensure that we do not backslide.

Millions of Americans pay Social Security taxes every year with the promise that
if they become severely disabled, Social Security will be there for them. But the
lengthy delays many face when they apply for benefits means that we now are fall-
ing short on that promise. I am committed to ensuring that these problems are ad-
dressed, so that Americans who apply for disability benefits can receive timely con-
sideration of their cases.

——

Chairman TANNER. Congressman Filner, thank you for coming.
We appreciate your interest in this subject today. I have assurance
that Mr. Johnson is on his way, so, in the interest of time, I would
like to go ahead and recognize you for the purpose of hearing your
testimony. If any of our Members have an opening statement, I
would ask unanimous consent that it be placed in the record.

Mr. Filner, you are recognized, sir.
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STATEMENT OF THE HONORABLE BOB FILNER, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF CALIFORNIA

Mr. FILNER. Thank you, Mr. Chairman. I appreciate the oppor-
tunity to be here, and your timeliness in holding this hearing. As
bad as those backlog statistics that you mentioned are, I think that
certainly in my state of California, the backlog may be understated,
due to several policies in California that are being implemented, to
hide that backlog. I think we need to take action on that.

You guys have, I think, all read the Inspector General reports,
and he is going to—he is here today. On March 24th, he testified
before the Subcommittee that since January 1st of this year, Cali-
fornia’s initial claims pending have increased by 9.7 percent, and
its reconsideration claims pending by 6.1 percent, as a result of the
increased applications and state furloughs.

Unfortunately, since the March 24th Subcommittee hearing, the
situation has continued to deteriorate, in California especially, now
that the California Disability Determination Services workers are
furloughed three days a month.

In a report, in fact just released yesterday, a review by the in-
spector general shows that the rate of increased applications con-
tinued to grow through fiscal year 2009, totaling about 15 percent
above the previous year. The growth in new claims has outpaced
the DDSs ability to keep up with the new workload.

By the end of fiscal 2009, the number of initial cases pending
had grown, as you said, to almost 770,000, about 38 percent higher
than the end of fiscal year 2008. Social Security plans to spend $2
billion in fiscal year 2010 on DDS operations, and expects the
DDSs to process almost 4 million claims.

But state furloughs have had an effect on that ability to process.
There are nine states, as I understand it, furloughing or consid-
ering furloughing the DDS employees for fiscal year 2010, which
will result in a significant shortfall of capacity. The OIG expects
approximately 69,000 disability cases to be delayed in processing
over the next year.

This wait will result in about $162 million in benefits that will
not be paid to disabled beneficiaries during this period that would
have been paid, had the furloughs not occurred, and, of course,
these states will lose over $39 million in Administration funding
from Social Security because the employees are furloughed.

Now, what doesn’t show up in the statistics—in fact, I believe
there is a deliberate attempt in California to hide the impact of the
furloughs—for example, prior to the furloughs, DDS assigned all
initial and reconsideration cases to line unit examiners within 24
to 48 hours. In September 2009, California DDSs began, as they
call, staging initial and reconsideration claims.

What this meant was the assigning of a case to a fictional exam-
iner. Those cases are, in essence, a backlog although I don’t think
they’re counted in a backlog. Those cases are simply set aside with
no development initiated, until some later point, when they can be
assigned to a real person.

California has, in just the last two months, has a staged case cat-
egory of 15,000 cases. The increased backlog and decreasing work
hours because of the furlough have also led to California DDS rein-
terpreting a Federal regulation that allows cases to be closed, and
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denied when a claimant fails to pursue or cooperate with the proc-
essing of their claim. This is a change in the state DDS policy from
the pre-furlough situation.

Employees of California DDS have been instructed to close and
deny claims for disability benefits if, within 20 days of receiving
the case, if the claimant fails to complete and return a long, de-
tailed form known as a function report. This form has a supple-
ment which requires the claimant to find a third party to complete
a portion of the form. This is a 25-page form, and if it’s not in the
file case within 20 days, the DDS workers are pressured to close
and deny the case without any further case development.

So, the statistics show “case closed.” This is despite the fact that
the very nature of these disabilities—they can’t complete the task
in 20 days. These forms are sent to homeless claimants, cancer pa-
tients, illiterate claimants, even blind claimants. Their inability to
complete these forms is resulting in denial of benefits without a
substantive disability determination. This is criminal, in my view.

And, under the pre-furlough days, the workers would go out and
help the people develop their claims, help them with this 25-page
form. One branch—and I have talked to people in branches all over
the state, by the way, Mr. Chairman, I would be happy to provide
documentation to your staff of the situation—one branch in North-
ern California reported that 30 percent of their cases had been
closed in this manner. Another California branch, an internal qual-
ity review, showed that the quality was at 60 percent, meaning 40
percent of the cases reviewed contained significant errors.

A study of the last three fiscal years on quality reveals a signifi-
cant decline in case accuracy. Since the inception of the furloughs,
the quality has twice dipped below the Federal minimum threshold
of 90 percent.

Mr. Chairman, I think the Social Security Administration has
some recourse in this. They have asked governors not to do the fur-
loughs. By the way, the furloughs do not save money. Let me make
sure everybody understands that. If you furlough a case worker,
the Federal pay is just not made. The state doesn’t save any
money. In fact, the state loses its administration fee for that.

We have begged Governor Schwarzenegger to not do it, but he
apparently wants all the workers through the state to be fur-
loughed together, even though it doesn’t save them any money, it’s
costing, I think, thousands of claimants to lose their beneficiary.

I have written a bill, Mr. Chairman, which I will introduce short-
ly, which tries to deal with the situation. Current Federal law al-
lows the Social Security Administrator to federalize DDS employ-
ees if a state “substantially fails” to live up to its responsibility to
process claims. My bill, the Don’t Delay Services Act, is intended
to prevent the state furloughs in this situation. My bill would deem
furloughs of DDS employees a substantial failure, triggering the
prméision of existing Federal law that allows SSA to federalize
DDS.

There are some costs and other implications of that. But I think
it ought to be studied, get the cost figures, and tell the states that
if they don’t do this properly, they’re going to be federalized. I hope
the committee will look at that legislation.

I appreciate the opportunity to be here today.
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[The prepared statement of Mr. Filner follows:]

Prepared Statement of The Honorable Bob Filner,
A Representative in Congress from the State of California

Mr. Chairman, Thank you for allowing me to testify today before the House Ways
and Means Subcommittee on Social Security. I appreciate the opportunity to tell the
Subcommittee Members about how state furloughs are impacting my home state of
California. I am also interested in letting you know about legislation that I will soon
introduce to address this issue.

I understand that the Subcommittee has held hearings on this important issue
already. In March, you heard from many distinguished witnesses, including the So-
cial Security Administrator, Michael Astrue, and Inspector General, Patrick
O’Carroll.

As you know, Mr. O’Carroll has written several reports about the impact of state
furloughs and hiring freezes on disability claims processing. On March 24th, he tes-
tified before the Subcommittee that: “Since January 1, 2009, California’s initial
claims pending have increased by 9.7 percent and its reconsideration claims pending
by 16.1 percent as a result of increased applications and the State furloughs.” Unfor-
tunately, since the March 24th Subcommittee hearing, the situation in California
has only gotten worse.

While some states have exempted Disability Determination Service (DDS) employ-
ees from the furloughs at the urging of the Social Security Administration, the State
of California has not exempted DDS employees. This is despite the fact that DDS
employee salaries are fully funded by the Federal Government.

The unnecessary furloughs for California DDS employees are pushing back the de-
cisions on individuals’ benefits by months and harming thousands of disabled resi-
dents who are needlessly waiting for their claims to be processed. A new report
issued by the Inspector General estimates that 53,136 cases will be delayed in 2009
as a result of the State of California’s furloughs!

The furloughs are also impacting state DDS employees by reducing their salaries,
making it harder for families to make ends meet. Since July 10th, State of Cali-
fornia employees have been furloughed 3 days per month for a total of at least 36
days in 2009. These 3 furlough days translate to an approximate 13.8% reduction
in monthly pay.

Finally, furloughing DDS employees is actually making the State of California’s
budget crisis worse because the state has to pay benefits until the federal claim is
approved and the state if forgoing income tax revenue from furloughed employees.

Governor Schwarzenegger’s insistence on furloughing DDS employees is not help-
ing the people of California, not helping the State of California solve its budget cri-
sis, and is simply an indefensible and illogical policy!

Earlier this year, the Social Security Inspector General released a report outlining
several options for addressing the crisis, including working with States to stop DDS
furloughs, transferring work to other disability examiners and/or hiring private con-
tractors, and federalizing the DDS.

To date, Vice President Biden and others have succeeded in working with many
states to ensure that DDS employees are exempted from furloughs. Unfortunately,
the State of California and other states have ignored the facts and continue to fur-
lough DDS employees.

That is why I think it is time for Congress to consider other options to stop the
state furloughs.

Current federal law allows the Social Security Administrator to federalize DDS
employees if a state “substantially fails” to live up to its responsibilities to process
claims. I will soon introduce The Don’t Delay Services Act, which is intended to pre-
vent state furloughs of DDS employees.

My bill would deem furloughs of DDS employees a “substantial failure,” triggering
the provision of existing federal law that allows SSA to federalize DDS. As drafted,
the Don’t Delay Services Act would not change any provisions of federal law con-
cerning the rights and protections of these workers.

I understand that federalizing DDS employees is not a perfect solution. However,
in passing the legislation, Congress would be sending a wake-up call to Governor
Schwarzenegger. As the Subcommittee continues to work to eliminate the disability
claims processing backlog, I hope the Subcommittee will consider my bill.

Thank you again for allowing me to testify before the Subcommittee.

——
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Chairman TANNER. Thank you, Mr. Filner. We will take your
testimony to heart and under advisement, and we will be back with
you.

Mr. FILNER. I thank you. Again, I have documentation for your
staff of this.

Chairman TANNER. If you could give that to the Subcommittee
staff, that would be great. Thank you very much.

Mr. Johnson, in the interest of time we decided to hear Mr.
Filner’s testimony. Would you like to give your opening statement

now?

Mr. JOHNSON. Can I?

Chairman TANNER. Yes, sir. Absolutely, you can.

Mr. JOHNSON. Thank you, Mr. Chairman. You know, Repub-
licans and Democrats alike on this committee have long worked to-
gether to make sure Social Security has the resources it needs to
effectively administer their benefit programs. During the last two
fiscal years, Social Security received funding at levels higher than
the President’s request, along with an additional $1 billion to build
a new computer system center, and to process rising numbers of
claims for disability benefits.

Today, Social Security is going to, again, report to taxpayers
what return they are getting on their money. Here, we will see
some long overdue good news on the appeals front. Hearing offices
have increased productivity, and this has resulted in lower wait
times for those who have been waiting well over a year for a deci-
sion.

Beyond addressing today’s service delivery challenges, lasting re-
turns on investment depend on Social Security modernizing its
technology, infrastructure, and consistently addressing program
waste, fraud, and abuse, including conducting continuing disability
reviews in order to save billions in program dollars and build tax-
payer confidence. So, I will be listening for real progress in those
areas.

Although clearing disability backlogs is important, today marks
the fourth hearing of this Subcommittee this Congress, and the
third hearing on backlogs, while we continue to ignore the fiscal
challenges that Social Security faces. In August, the Congressional
Budget Office reported that Social Security cash surpluses will turn
into cash deficits in the next two years, and that the disability in-
surance trust fund will be unable to pay full promised benefits in
just nine years.

President Obama expressed his commitment to advance Social
Security reform, and we know the sooner we act, the better it is.

Further, we have had no hearings on other key agency chal-
lenges, including the ongoing problem of identity theft and Social
Security number misuse by those attempting to work illegally in
this country. I hope this committee will turn to those issues, on a
bipartisan basis, as soon as possible, and examine the options for
change and solutions.

I thank the witnesses for joining us today, and thank you, Mr.
Chairman, for allowing me to make this comment.

[The prepared statement of the Honorable Sam Johnson follows:]
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OFPENING STATEMENT OF RANKING MEMBER SAM JOHNSON
WAYS AND MEANS SUBCOMMITTEE ON SOCIAL SECURITY
HEARING ON CLEARING THE DISABILITY CLAIMS BACKLOGS
NOVEMBER 19, 2009

(REMARKS AS PREPARED)

Republicans and Democrats on this Committee have long worked together to make sure Social
Security has the resources it needs to effectively administer their benefit programs. During the last two
fiscal years Social Security received funding at levels higher than the President’s request, along with
an additional 51 billion to build a new computer center and to process rising numbers of claims for
disability benefits resulting from the recession.

Today Social Security will again report to taxpayers what return they are receiving on their substantial
investment.

I understand we’ll hear some long overdue good news on the appeals front. Hearing offices have
increased productivity and this has resulted in lower wait times for those who have been waiting well
over a year for a decision on their appeal.

Beyond addressing today’s service delivery challenges, lasting returns on investment depend on Social
Security modernizing its technology infrastructure and consistently addressing program waste, fraud
and abuse, including conducting continuing disability reviews, in order to save billions in program
dollars and build taxpayer confidence. So [ will be listening for real progress in these areas as well.

Although clearing disability backlogs is important, today marks the fourth hearing of this
subcommittee this Congress and the third hearing on backlogs while we continue to ignore the fiscal
challenges Social Security faces.

In August, the Congressional Budget Office reported that Social Security cash surpluses will turn into
cash deficits in the next two years and that the Disability Insurance Trust Fund will be unable to pay
full promised benefits in just nine years. President Obama has expressed his commitment to advance
Social Security reform and we all know the sooner we act to protect and strengthen Social Security, the
better.

Further, we’ve had no hearings on other key Agency challenges including the ongoing problem of
identity theft and Social Security number misuse by those attempting to work illegally in this country.

So I hope this Subcommittee will turn to these issues on a bipartisan basis as soon as possible to
examine options for change and find solutions.

I thank the witnesses for joining us today and prescr]ting their testimony.
it

——

Chairman TANNER. Yes, sir. Thank you. Our second panel is
the Commissioner, Mr. Astrue, who was sworn in on February 12,
2007 for a 6-year term. Commissioner, you have a long biography
here, a highly successful biotechnology lawyer, I see. I don’t know,
maybe we could use some expertise around here, but, anyway,
we’re delighted you’re here. Without any further ado, I will recog-
nize you, sir, and, if I may, ask for your complete statement to be
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put in the record. If you could hold your oral comments to five min-
utes, we would appreciate it.

STATEMENT OF MICHAEL J. ASTRUE, COMMISSIONER,
SOCIAL SECURITY ADMINISTRATION

Mr. ASTRUE. Yes, Mr. Chairman. I have a longer statement for
the record, and I will make a brief oral statement.

Mr. Chairman, Mr. Johnson, Members of the Subcommittee,
thank you for this opportunity to discuss our progress in driving
down the hearings backlog and in managing the emerging backlog
at the DDSs.

Overall, the news is good. For my first 22 months, we steadily
reduced the rate of increase in pending hearing cases. We hit the
turning point this past January. In every month since then, the
number of pending cases has dropped. The rate of decline is accel-
erating in the last three months, we reduced the hearings backlog
by a greater percentage than we did in the previous seven months.

We have steadily reduced the number of cases that have waited
the longest. In fiscal year 2007, we started by resolving virtually
all 65,000 cases pending over 1,000 days. This fiscal year we are
ahead of schedule in resolving over 135,000 cases pending 825 days
or longer.

Mathematically, our targeted effort with older cases meant that
average processing time remained artificially high for a while, but
that figure is also starting to drop now. Since June, we have kept
it below 500 days, and last month it was 446 days.

Moreover, the average processing time for our most backlogged
offices is coming down faster than for other offices. In February
2007, the average processing time for Atlanta was 852 days, and
we had 6 offices with processing times between 650 and 820 days.
Last month, our most backlogged office was Dayton, at 651 days.

Let me be clear that 651 days for a hearing is not acceptable, but
shortly, such performance will be a disturbing piece of history. By
the middle of next year, seven new offices will open in Michigan,
Ohio, Georgia, North Carolina, and Indiana, our five most con-
gested states. With plans for 25 new hearing offices, 7 new satellite
offices, and scores of office modifications and expansions, we are
adding the capacity for the cases that continue flooding in.

Our hearing offices should also be very proud of their three con-
secutive years of greatly improved productivity. Without that
achievement, we would not have reduced the backlog this past
year.

We have a number of ways to track productivity, but an impor-
tant bottom-line measure is the percentage of Administrative Law
Judges who reach our expectation for a minimum annual disposi-
tion of 500 cases. That number is steadily increasing each year. In
2007, 46 percent of our judges reached that level. In fiscal year
2009, 71 percent reached that level. That individual success is also
a team success. Each judge now receives support from a recent
high average of 4.6 support staff per judge.

Success comes from hard work, better systems, better training,
and better business processes. We designed National Hearing Cen-
ters to quickly help the most beleaguered offices. More and more
applicants in remote locations are asking for video hearings, which
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are not only more efficient, but also more professional for judges
aild applicants than holding hearings in motels or other makeshift
places.

Improvements at the DDSs also help with backlog reduction. We
are fast-tracking more cases for approval in a matter of days: about
100,000 last year; and about 140,000, we project, this year. A new
system called e-CAT improves the quality and consistency of deci-
sions. Every state in the nation will have this upgrade before we
move from 54 separate COBOL-based systems to begin testing a
common state-of-the-art web-based system in April 2011.

Unfortunately for the DDSs, not all the news is good. Case filings
are rising faster than we can hire and train new employees, and
the number of pending cases is increasing. State furloughs aggra-
vate the problems created by the recession. As nonsensical as it is
for states to respond to fiscal crisis by furloughing DDS employees,
many of them have done so. I am grateful to Vice President Biden
and the many members of this Subcommittee who have helped me
persuade some governors not to take this misguided action.

In short, we have made solid progress. We are applying the same
thoughtful planning and best practices from our hearing plan to
handle the additional initial disability claims. We are expanding
our capacity at the initial level. By the end of fiscal year 2010 we
expect to have nearly 2,800 more DDS employees than we had at
the end of fiscal year 2008, and we are increasing the number of
Federal workers who are reviewing these cases. With your support,
we hope to beat our target date of 2013 for elimination of the dis-
ability backlog, despite all the new cases from this recession.

We understand, too, that we have many other service chal-
lenges—from the work CDR issues, to reduced waiting times, clear-
er notices, better telephone services, and other areas. We are going
to do our best to live up to your expectations.

. Thank you. I would be happy to answer any questions you may
ave.

[The prepard statement of Mr. Astrue follows:]

Prepared Statement of The Honorable Michael J. Astrue, Commissioner,
Social Security Administration

Chairman Tanner, Ranking Member Johnson, and Members of the Subcommittee:

Thank you for the opportunity to discuss our progress in driving down the hear-
ings backlog, our strategy to manage the surge of initial disability applications, and
our ongoing efforts to improve service delivery and program integrity.

I am proud to report to you today that last year we improved service across the
?ger)lcy, and we are currently maintaining that momentum as we begin fiscal year
FY) 2010.

For nearly 75 years, our programs and responsibilities have continued to change
and expand. Our employees worked hard to keep up by creating new systems and
streamlining policies and processes that helped us improve productivity by an aver-
age of 3 percent each year over the last 5 years. Even though, until recently, we
had not received sufficient funding to keep pace with our increased workloads.

Your help in changing this pattern of chronic underfunding came at a most crit-
ical time, just as the recession and the aging Baby Boomers were exacerbating our
already fragile situation. We greatly appreciate the funding Congress provided in
our FY 2009 appropriation and in the American Recovery and Reinvestment Act of
2009 (Recovery Act). Our use of these additional resources demonstrate—to you, to
the President, and most importantly, to the American public—that we are a sound
investment.

In FY 2009, we processed more retirement, initial disability, and hearing applica-
tions than ever before. We increased our average agency-wide productivity by 4.49
percent over FY 2008.
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We made solid and sustained progress in eliminating our hearings backlog by re-
ducing both our pending hearings for the first time in a decade and the time appli-
cants waited for a hearing. These accomplishments are all the more impressive con-
sidering that, at the same time, we continued to focus on the oldest, most complex,
and time-consuming cases.

In FY 2009, we processed over 175,000 more initial disability claims than we had
expected to process in that year. We kept the pending level below 800,000 even
though we received nearly 400,000 more applications than we had in FY 2008. We
also reduced the initial disability claims average processing time by 5 days. We de-
cided the cases of about 100,000 Americans with the most severe disabilities
through our Quick Disability Determination and Compassionate Allowance initia-
tives in about ten days from the date of receipt in the State Disability Determina-
tions Services (DDS).

We launched our new online application, iClaim, in December 2008. This quick,
easy-to-use online service helped us deal with the increase in benefit applications.
We decreased waiting times in our field offices and on our 800 Number.

During this difficult economic crisis, Americans are turning to us for help more
than ever before. In FY 2010, we expect to receive 1.2 million more claims than we
received in FY 2008. I weighed the risks of an uncertain budget against the need
to sustain our progress and decided to authorize our components to continue hiring
and working maximum overtime during the continuing resolution (CR). Therefore,
we are using the multi-year Recovery Act funding to help sustain our momentum
this fiscal year during the CR. We, nevertheless, are counting on your support to
pass the President’s full FY 2010 budget. This budget will help sustain the substan-
tial progress made in the past year.

Plan to Address Rising Workloads

We have detailed, achievable plans in place to address our soaring workloads, and
our employees are dedicated to eliminating the hearings backlog by 2013. They are
also poised to keep up with the recession-driven increase in initial disability claims.
We will not, however, be able to achieve these goals without timely, adequate, and
sustained funding.

In FY 2009, Congress provided us with $126.5 million above the President’s budg-
et request and authorized $500 million of the Recovery Act funds to help us process
gurkliapidly rising retirement and disability workloads and to reduce the hearings

acklog.

In FY 2009, we hired approximately 8,600 new employees, most of them in less
than six months, which was our largest hiring effort since the creation of the Sup-
plemental Security Income (SSI) program about thirty-five years ago. Management
at every level of the agency responded to this hiring opportunity with the urgency
that tough times require. Given all of the conditions and hurdles involved with hir-
ing in the civil service and the obstacles created by some governors and State legis-
latures in staffing the DDSs, this accomplishment is a great testament to the skill
and dedication of everyone involved. Along with that hiring, we also maximized the
use of overtime across the agency.

We recognize, though, that merely adding employees, while critical to our success,
will not solve all of our problems. Expanding our use of technology is essential—
we become more efficient as we automate additional processes. We used Recovery
Act funds to purchase additional computers for our new employees, as well as video
conferencing equipment for hearings and increased bandwidth to improve the avail-
ability of our systems. In January 2009, we took possession of our second data sup-
port center, and by May, began moving some of our workloads to the new center.
These enhancements allowed us to reduce by two-thirds the time our disability sys-
tems were down.

In August 2009, we released a request for proposals to expand our use of health
IT to gather electronic medical records. Obtaining medical records is one of the most
critical and time-consuming aspects of making disability decisions. Health IT holds
the promise to drastically reduce our disability processing times. In January 2010,
we will use Recovery Act resources to issue $24 million in contracts with additional
medical providers and networks.

Early in my tenure, I recognized the need for a new, state-of-the-art data center.
It is vital that we have a stable, reliable data center to protect the sensitive data
we maintain and to achieve our ongoing efforts to improve automation and increase
the use of online services. In the Recovery Act, Congress gave us $500 million to
build and partially equip a new, modern data center that will incorporate green
building technology. It is a complicated process to plan and build a new data center,
and it will not be completed until 2013. We have been planning for the new facility
for some time, and in August, 2009, the General Services Administration (GSA)
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issued a request for expressions of interest for site selection. We anticipate awarding
the contract in early 2010.

In addition to handling our customary work, we played a critical role in issuing
$250 economic recovery payments, ahead of the statutory deadline, to over 55 mil-
lion beneficiaries who received Social Security and Supplemental Security Income
benefits. These payments injected more than $13 billion into the struggling econ-
omy.

Maintaining Momentum to Eliminate the Hearings Backlog

As I have said many times, eliminating the hearings backlog is a moral impera-
tive. In FY 2009, we received over 30,000 more hearing requests than in FY 2008.
Despite this increase in the number of requests, I am pleased to report the news
is good. For my first 22 months, we steadily reduced the rate at which the number
of pending cases increased. We hit the turning point this past January, and in every
month since then, the number of pending cases dropped. The rate of decline is accel-
erating—in the last three months, we reduced the hearings backlog by a greater
percentage than we did in the previous seven months. By the end of FY 2009, we
had reduced our pending hearings by nearly 38,000 cases.

Morally and operationally, we should focus our attention on applicants who have
been waiting the longest for their hearings; no one should have to wait years for
a decision on their benefit claim. We have steadily reduced the number of cases that
have waited the longest. In FY 2007, we started by resolving virtually all 65,000
cases pending over 1,000 days. In FY 2008, we cleared nearly all 135,000 cases
pending over 900 days. In FY 2009, we resolved nearly all 166,000 cases pending
over 850 days. For FY 2010, we are ahead of schedule in resolving the over 135,000
cases pending 825 days or longer.

Mathematically, our targeted effort with older cases meant that average proc-
essing time remained artificially high for a while, but that figure is also now start-
ing to drop. We have kept it below 500 days since June 2009, and last month it
was 446 days. Moreover, the average processing time for our most backlogged offices
is coming down faster than for other offices. In February 2007, the average proc-
essing time for Atlanta was 852 days, and we had six offices with processing times
between 650 and 852 days. Last month our most backlogged office was Dayton, Ohio
at 651 days.

While 651 days for a hearing is not acceptable, but shortly such performance will
be a disturbing piece of history. By the middle of next year, seven new offices will
open in Michigan, Ohio, Georgia, North Carolina, and Indiana, our five most con-
gested states. With plans for 25 new hearing offices, 7 new satellite offices, and
scores of office modifications and expansions, we are adding the space we need to
address the cases that continue flooding in.

The expansion of our physical infrastructure will allow us to accommo-
date additional ALJs and support staff. While we still have work to do to reach
our goal of an average processing time of 270 days, we have made significant
progress and have a clear plan in place to reach that goal.

In FY 2009, we hired 147 ALJs and over 1,000 support staff in the Office of Dis-
ability Adjudication and Review (ODAR), which is responsible for our hearing of-
fices. In FY 2010, we plan to hire another 226 ALJs and maintain an average sup-
port staff ratio of at least 4.5 support staff per judge. By the end of FY 2010, we
should have about 1,450 ALJs on board.

The Government Accountability Office recently agreed that under our hearings
backlog reduction plan, we should be able to reduce our backlog, but noted that
reaching our goal by 2013 is largely dependent on our ability to improve ALJ hiring,
availability, and productivity. Sufficient resources and a strong pool of candidates
from which to hire additional ALJs are vital elements to our success. Office of Per-
sonnel Management (OPM) Director John Berry has worked very closely with us to
address our need to maintain a qualified pool of candidates through the ALJ exam-
ination process. I am extremely appreciative of John’s decision to open a new ALJ
register because OPM’s continued support is critical for us to achieve our ALJ staff-
ing needs.

ODAR should be proud of its three consecutive years of greatly improved produc-
tivity. Without that achievement, we would not have reduced the backlog last year.

We have a number of ways to track productivity, but an important bottom-line
measure is the percentage of ALJs who reach our minimum annual disposition ex-
pectation of 500 cases. The number of ALJs, who reach that level, is steadily in-
creasing. In FY 2007, 46 percent of our ALJs reached that level. In FY 2008, 56
percent reached that level, and in FY 2009, 71 percent reached that level. In fact,
last fiscal year 89 percent of the ALJs disposed of over 400 cases. That individual
success is a team success because the ALJs need sufficient support staff to prepare
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the cases for a hearing and write up the decisions after the hearing has been held.
LaSEA year, our ALJs received support from a recent high average of 4.6 support staff
per ALJ.

Success has come from hard work, better systems, better training, and better
business processes. We designed National Hearing Centers (NHCs) to quickly help
the most beleaguered offices. In 2009, we opened three new NHCs, in addition to
Falls Church, Virginia: Albuquerque, New Mexico; Chicago, Illinois; and Baltimore,
Maryland. In May 2010, we plan to open our fifth NHC in St. Louis, Missouri.

The ALJs in the NHCs hold hearings remotely using video conferencing equip-
ment, providing us the flexibility to better balance pending workloads across the
country. We are seeing results in some of the most-backlogged offices that trans-
ferred cases to our first NHC in Falls Church, Virginia. Average processing times
in Atlanta, Georgia; Cleveland, Ohio; and Flint, Michigan have dramatically im-
groved with the assistance of the NHC. In FY 2009, the NHCs issued over 9,000

ecisions.

We continue to expand our use of video technology. We are furnishing more hear-
ing offices with video equipment so offices with available resources can assist offices
with the greatest backlogs. More and more claimants in remote locations are asking
for video hearings, which are not only more efficient, but also more professional and
appropriate for ALJs and claimants than holding hearings in motels or other make-
shift places. We are reducing the use of these temporary hearing sites, replacing
them with video hearing rooms in field offices and other Social Security facilities.
We implemented the Representative Video Project to allow representatives of dis-
ability claimants to use their personal equipment to participate in hearings from
their own offices.

In addition to processing the most aged cases, we are taking a number of steps
to expedite fully favorable decisions. We reinstituted the Attorney Adjudicator pro-
gram to allow our most experienced attorneys in appropriate cases to make on-the-
record, fully favorable decisions without a hearing. In FY 2009, attorney adjudica-
tors issued over 36,000 favorable decisions. We have also instituted special Federal
Quality Reviewer screening units and a Medical Expert Screening process to help
identity cases that we can allow without the need for a hearing.

We 1identified cases that were likely allowances and electronically transferred
them back to the DDSs for further review. As a result of this initiative, the DDSs
allowed nearly 15,000 claims in FY 2009, and we were able to dismiss those re-
quests for hearing.

The DDSs will not be able to provide the same level of assistance this year—they
will be handling a flood of new initial disability applications. But our backlog reduc-
tion plan is not static. We continue to look for new ways to achieve our goals. We
are using predictive modeling to help us decide which new techniques will most ef-
fectively help eliminate our backlog and improve our business process.

We are testing a new, more sophisticated screening tool to identify cases for senior
attorneys to review. We used predictive modeling to help us determine the proper
balance between the number of attorneys screening cases and the number who are
writing decisions for ALJs. Based on our analysis, we are identifying 100 senior at-
torneys to work in a virtual screening cadre to review the disability hearing backlog
for potential allowances. We believe that this innovative solution using our im-
proved screening methodology and the electronic folder to move work to the mem-
bers of the virtual unit will identify about 14,600 on-the-record, fully favorable al-
lowances this year. These cases will not require a hearing before an ALJ. This new
initiative will allow the DDSs to focus on processing initial disability claims without
jeopardizing our progress in reducing the hearings backlog. In addition, we are add-
ing centralized, regional units to pull cases and write decisions to more quickly ad-
dress emerging issues.

We are working more efficiently in our hearing offices. In FY 2009, we made sig-
nificant progress to eliminate the remaining paper hearings folders and to transition
to an all-electronic environment. In this electronic environment, we are establishing
a standardized electronic hearings business process. This process standardizes the
day-to-day operations and incorporates best practices for hearings offices nation-
wide. We began rolling out this process to 30 hearing offices in FY 2009. We will
implement it in all hearing offices by the end of FY 2010.

As we increase our capacity to hear and decide cases, we must consider the result-
ing workload for the Appeals Council (Council). The Council’s receipts are outpacing
dispositions, with an almost 16 percent increase in receipts in FY 2009 over FY
2008. We expect that receipts will continue to increase by another 12 percent in FY
2010. Last fiscal year, we began preparing for the increase by hiring 16 new admin-
istrative appeals judges, 45 new appeals officers, and almost 200 new paralegals
and attorney advisers. We revamped the new analyst training course with the goal
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of shortening the historic learning curve. The new training curriculum has been a
success, and productivity has exceeded expectations for the class of analysts that
graduated in July 2009.

In FY 2009, the Council had many successes. It processed over 89,000 requests
for review, 7 percent more than it processed in FY 2008. Despite increasing receipts,
it exceeded its case processing goal with an average processing time of 261 days,
even while eliminating cases over 750 days old.

Since I became Commissioner in 2007, I have repeatedly stated that reducing the
hearings backlog is our number one priority, and that is still the case. We have im-
plemented a solid plan and have demonstrated that it is working. With your contin-
ued support, I am confident that we will eliminate the hearings backlog by 2013.

Strategy for Unprecedented Increase in Disability Claims

However, we currently face another serious challenge—the flood of initial dis-
ability claims resulting from the economic downturn. The unemployment rate affects
the number of disability claims we receive, and with the recent unemployment num-
bers at over 10 percent, the number of our disability applications will peak in 2010
at over 3.3 million. We are using our experience and some of our strategies from
the hearings backlog reduction plan to implement a complementary plan to process
the additional initial disability claims resulting from the recession.

We expect nearly 700,000 more initial disability claims in FY 2010 than we re-
ceived in FY 2008. We simply do not have the capacity to process all of the incoming
applications with the same timeliness of the past year.

Processing disability claims is our most labor-intensive workload. We cannot ad-
dress our current challenge without additional staff, particularly disability exam-
iners and medical consultants in the State DDSs. We developed a strategy to in-
crease our capacity and optimize our productivity to return to the pre-recession ini-
tial claims pending level by 2013.

The increase in our FY 2009 appropriation and Recovery Act funding allowed us
to begin implementing our strategy last fiscal year. We hired 2,600 employees in the
DDSs, ending FY 2009 with 1,400 more employees than at the end of FY 2008.
While these hires helped us process over 200,000 more disability claims last year
than we did in FY 2008, they spent a lot of their time in training and were not
fully productive. This year we expect that the additional fully-trained staff will proc-
ess substantially more cases.

Despite the nearly 17 percent increase in initial disability claims in FY 2009, the
DDSs increased productivity by 3 percent, and so far their quality and average proc-
essing times are generally holding up well. Average initial disability processing time
decreased 5 days to 101 days, and nationally the DDSs achieved the highest level
performance accuracy in the past decade.

For the DDSs, not all the news is good. Disability applications are rising faster
than we can hire and train, and the number of pending cases is increasing—esca-
lating the pressure on the DDSs. Despite our employees’ heroic efforts to process
initial disability claims timely and accurately, our pending cases had grown to near-
ly 780,000 by the end of FY 2009—over 200,000 more cases than at the end of FY
2008. Our pending disability claims could reach as much as 1 million this year. We
know this pending level is unacceptable and are working diligently to minimize the
increase.

State furloughs aggravate the problems created by the recession. As nonsensical
as it is for States to respond to the fiscal crisis by furloughing employees whose sal-
aries and benefits we fully fund, many of them have done so. I have spent a lot of
time over the last year trying to educate State officials on the unnecessary and
harmful effects of furloughing DDS employees. I have personally spoken to many
governors or State officials, and I wrote letters to every governor and to the Na-
tional Governor’s Association. In addition, each of our ten Regional Commissioners
has been aggressively pursuing DDS furlough exemptions at the local level.

We have received considerable support from you and the Administration. I am
grateful to Vice President Biden and the many Members of this Committee who
have helped me persuade some governors not to take this misguided action.

We were successful in gaining exemptions or partial exemptions in several States,
like Michigan, Nevada, New York, and Colorado. Other States, such as California,
Wisconsin, Ohio, and Hawaii, have ignored our clear logic and have imposed de-
structive furloughs on our DDS employees. Currently twelve States have imple-
mented furloughs that affect our DDS employees. I know that, like me, you are frus-
trated by these decisions.

While some States have argued that the furloughs are not affecting their ability
to make disability determinations, these assertions are simply not true. For exam-
ple, California is furloughing DDS employees three days each month. In FY 2010
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this decision will delay $11 million in disability benefits to over 40,000 of Califor-
nia’s most vulnerable residents at a time when the State already has one of the
highest unemployment rates in the country. There are many clear signs of the dete-
rioration in service. In spite of the hard work of the dedicated DDS employees, the
number of initial claims currently pending in California is 22 percent higher than
in 2008. The percentage of California cases pending over 90 days has grown. In the
first calendar quarter of 2009, California’s Initial Claims Performance Accuracy was
below the Federal regulatory threshold.

The residents of California should not be penalized for the actions of their offi-
cials. We are trying to mitigate the problems in California by deferring 9,000 con-
tinuing disability reviews so that the DDS can concentrate on initial applications,
maximizing the use of overtime, obtaining medical consultant assistance from an-
other State, and providing Federal assistance with State medical reviews.

As we began developing our strategy to process the additional recession-driven
disability claims, we knew that certain States and regions had been harder hit by
the recession than others. Since unemployment rates correlate directly with the
number of disability claims we receive, we began to take a closer look at the unem-
ployment rates and forecasts of disability receipts at the State level. We are using
this information to decide how to allocate our resources—based on not only the cur-
rent situation, but also on future population and unemployment trends.

In addition, we are analyzing a combination of DDS key indicators to determine
a State’s ability to keep pace with its current and future receipts. We focus on the
indicators that most directly demonstrate the State’s ability to handle additional
claims, such as how old the cases are, how long they have been pending, the level
of receipts, the processing time, the rate at which we are losing our employees, and
whether the DDS is under a hiring freeze or furlough. By monitoring these indica-
tors, we can quickly provide assistance to the most overwhelmed States.

This year we will continue to implement our strategy to process the increased re-
ceipts. With the President’s FY 2010 budget, we plan to add 1,400 new DDS employ-
ees. By the end of FY 2010, we expect to have 2,800 more DDS employees on board
than we did at the end of FY 2008.

We are using our best practices from the hearings backlog reduction plan to cre-
ate centralized units—similar to the National Hearing Centers—that will assist
States across the Nation. These new units, called Extended Service Teams, will be
placed in States that have a history of high quality and productivity and the capac-
ity to hire and train significant numbers of additional staff. In FY 2010, we plan
to place 280 new employees in four States (Virginia, Arkansas, Oklahoma, and Mis-
sissippi) to help staff the teams that will be able to quickly take cases from the
hardest hit States.

We are also expanding our Federal capacity to process cases. We currently have
a Federal unit in each of our ten regions and two units in Baltimore that assist the
DDSs in processing cases. In FY 2010, we plan to provide 237 additional hires in
these units.

In addition to hiring more disability examiners to process the claims, we also need
to increase our medical consultant staff to support the examiners. Traditionally, the
medical consultants work onsite in the DDSs to review the medical evidence, pro-
vide guidance to the examiners on the severity of the applicants’ conditions, and,
in many cases, sign off on disability determinations.

If we do not have sufficient evidence to make a disability determination, we often
send applicants for a consultative examination with a medical professional. These
exams can increase the cost and waiting times for a disability decision. It is some-
times challenging to find medical providers with the appropriate specialty necessary
for the exam. For example, psychiatry is a specialty that can often be difficult to
obtain. We plan to use our video conferencing technology to conduct psychiatric con-
sultative exams remotely. This technology will help us save money and time by re-
ducing the claimants’ travel to these exams.

We will continue to enhance our Quick Disability Determination (QDD) and Com-
passionate Allowances (CAL) initiatives to fast-track cases that are likely allow-
ances. QDD uses a predictive model to identify certain cases that are likely allow-
ances, such as low birth-weight babies, cancer, and end-stage renal disease. CAL al-
lows us to quickly identify applicants, who are clearly disabled based on the nature
of their disease or condition. The list of CAL conditions currently contains 25 rare
diseases and 25 cancers. We have held five public hearings to obtain critical infor-
mation to develop and enhance this list of conditions. In July, we held a hearing
on Early-Onset Alzheimer’s disease, and yesterday in San Francisco, I presided over
our latest hearing on schizophrenia. We plan to increase the number of conditions
on the CAL list in early calendar year 2010. In 2010, we expect that our enhance-
ments to QDD and CAL will allow us to fast-track about 140,000 decisions for the
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most severely disabled Americans while maintaining accuracy. These improvement
at the DDSs also help reduce the hearings backlog.

We are also exploring options for expansion of single decision maker (SDM) au-
thority to cases that are identified as QDD or CAL. SDM allows a disability exam-
iner to adjudicate a case without the approval of a medical or psychological consult-
ant.

Another automated tool, the Electronic Claims Analysis Tool (eCAT), is proving
to be extremely valuable to the disability decision process. eCAT improves the qual-
ity and consistency of our decisions by aiding examiners in documenting, analyzing,
and processing the disability claim in accordance with regulations. We expect that
the use of eCAT will produce well-reasoned determinations with easy-to-understand
explanations of how we reached our decision. This documentation is particularly
useful for future case review if an appeal is filed. We are beginning to look at adapt-
ing eCAT for use at the hearing level.

In addition to enhancing the documentation, quality, and consistency of our dis-
ability decisions, eCAT has been an extremely useful training tool for the many new
examiners we are hiring in the DDSs. All states have the training version of eCAT.
Training through eCAT is helping new examiners more quickly gain proficiency in
processing complicated cases.

We are accelerating the expansion of eCAT since we have determined that it is
working well in the DDSs that have piloted it. We have already started rolling it
out in eight States, and we are currently planning to roll it out to all DDSs by De-
cember 2010.

Every state in the Nation will have this upgrade before we implement the com-
mon Disability Case Processing System (DCPS). Currently each of the DDSs has its
own unique case processing system, many of them COBOL-based. In April 2011, we
will begin beta testing a common, state-of-the-art web-based system that will pro-
vide additional functionality and the foundation for a seamless disability process. It
will make it easier to implement technology changes and will position us to take
advantage of health IT.

For more than a year, we have been piloting the use of health IT to help speed
decisions on disability claims. Applicants who have been treated at Beth Israel Dea-
coness Medical Center in Boston, Massachusetts or at MedVirginia facilities in Rich-
mond, Virginia can authorize their medical records to be transferred electronically
to the DDSs. Generally, we receive medical records from these facilities in less than
a minute.

In these two pilots, the receipt of electronic medical records has reduced the aver-
age DDS processing time to about 48 days, a nearly 50 percent decrease. In fact,
we are making medical decisions within 48 hours of taking the claim in 11 percent
of the pilot cases.

Using Recovery Act funding, this fiscal year, we are expanding our use of health
IT to more health care providers and States. In January, we will award competitive
contracts to providers and networks that will give us standard medical data needed
to make disability decisions. A key requirement of these contracts is that data must
be delivered over the Nationwide Health Information Network that ensures secure
transmission of personal health information. We are actively participating in the
Department of Health and Human Service efforts to produce technical standards for
widespread use, including in our health IT systems.

Improving Service Delivery

We understand, too, that we have many other service challenges—from the work
CDR issue that Chairman and Mr. Johnson highlighted last Thursday to prompt
telephone service, reduced waiting times, clearer notices, and many other services.

We knew the aging baby-boomers would put pressure on our 800 Number and
field offices. As this generation is becoming more comfortable conducting business
on the Internet, we must offer more online services to meet their demands and re-
lieve some of the strain on our field offices. In addition, Americans of all ages began
turning to us for assistance during this economic crisis. Our online services, auto-
mated telephone services, and additional agents answering the 800 Number are pro-
viding the public with service options to conduct their business from the comfort of
their own homes.

The implementation of iClaim in December 2008, combined with our effective
marketing campaign starring Patty Duke, provided an instant spike in both online
retirement and disability applications. Online retirement applications increased
from 26 percent to 35 percent in less than one month. Online disability applications
also increased from 14 percent to 21 percent. We have maintained the increase in
Internet claims with online retirement applications currently at 34 percent and dis-
ability applications at 22 percent. In FY 2009, over 400,000 more applicants filed
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for benefits on the Internet, more than twice as many as the year before.. This in-
crease helped us deal with the additional recession-driven claims and helped us re-
duce our waiting times in field offices.

Our online applications took the top three rankings in the most recent American
Customer Satisfaction Index (ACSI). The ACSI tracks trends in customer satisfac-
tion and provides valuable benchmarking insights of the consumer economy for com-
panies, industry trade associations, and government agencies. Our Retirement Esti-
mator led all scores, iClaim followed closely, and our Medicare Subsidy application
came in third place.

This year we are implementing several new projects to improve our current online
services and to provide additional online options to the public. In February 2010,
we plan to expand the capability of iClaim to allow persons to file for Medicare-only
benefits at age 65 if they choose to delay retirement benefits while they continue
to work. We plan to increase the number of our online services in Spanish. We will
start by creating a Spanish version of our retirement estimator. With enhancements
to iClaim and new marketing strategies, we expect to increase the percentage of on-
line retirement applications to 38 percent this year.

Even though we did not market our online disability application when we
launched iClaim, online applications for disability have also increased. We expect
this positive trend to continue when we release a simplified electronic version of the
Adult Disability Report in January 2010. We use this form to obtain basic informa-
tion on the applicant’s medical condition and treating sources. This improvement
will reduce the time needed to complete the disability application and improve the
quality of the information we receive. We expect to increase the percentage of online
disability applications to 25 percent this year.

In October, we began rolling out the first phase of the Appointed Representative
Suite of Services. This process allows appointed representatives of disability appli-
cants to view their clients’ electronic folders through secure online access. Additional
phases of this initiative will provide folder access to more representatives, simplify
the process for submitting appeals, and document a representative’s appointment.
This online service will alleviate workloads in our field offices.

This year we will also pilot a Claims Data Web Service. Each year we receive over
100,000 paper applications and appeals filed by third party organizations, such as
representatives, hospitals, and social workers. Our field office employees must
manually enter all of this information into our systems. This pilot will allow selected
third parties to submit application information electronically to field offices, elimi-
nating the time our employees spend manually keying this data.

Our 800 Number is often the first point of contact the public makes with us. If
they are greeted with a busy signal or placed on hold for an extended period of time,
they may become frustrated and come into our field offices instead. Last year, we
significantly reduced waiting times and busy signals on the 800 Number.

Our 800 Number call volume has been increasing each year, exceeding 82 million
calls in FY 2009. To handle the increasing number of calls, we hired about 260 addi-
tional telephone agents last year, and we used technology to effectively forecast call
volumes, anticipate staffing needs, and better distribute calls across the network.
As a result, we improved our speed of answering calls by 25 percent. We answered
calls within an average of 245 seconds, the lowest average wait time in 6 years. We
also reduced our average busy rate from 10 percent in FY 2008 to 8 percent last
year.

As we expect call volumes to increase this year, we plan to hire additional tele-
phone agents to maintain our 800 Number services. To position ourselves for the
future, we started exploring click-to-communicate technologies to allow telephone
agents to assist users as they use our online services. We started the process to re-
place our 800 Number system with more-modern technology and began working
with GSA to build a new teleservice center in Jackson, Tennessee. The new tele-
service center, the first to be opened in more than a decade, will open in 2011.

Even with our efforts to improve our online and telephone service, we have experi-
enced a steady increase in the number of field office visitors. Field offices averaged
806,000 visitors per week in FY 2006, 825,000 in FY 2007, and 854,000 in FY 2008.
In FY 2009, we averaged over 866,000 visitors each week.

With the additional funding we received from Congress last year, we were able
to add about 1,400 more employees in our front-line operational components and
made maximum use of overtime to take claims and answer our 800 Number calls.
In addition to processing more claims than ever before, we reduced office wait times
despite increasing field office traffic. With the President’s FY 2010 budget, we plan
to maintain our staffing level and work maximum overtime to minimize wait times
and provide the best possible service to the unprecedented number of Americans,
who continue to turn to us for assistance in this difficult economic environment.
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In addition to using video technology to reduce our hearings backlog, we are ex-
ploring ways that it can help us process our initial disability claims, and we are
using it in our field offices to connect to persons who live in remote areas or find
it difficult to visit a field office. We are piloting video service delivery by using avail-
able staff in a less-busy office help other offices that may be overwhelmed with visi-
tors waiting for service. In addition, we are placing video equipment at third-party
sites, such as hospitals, community centers, libraries, and Indian reservations to
provide field office service.

We continue to pilot self-help computers in our waiting rooms. These computers
offer access to our online services. Currently, about 60 offices are testing this serv-
ice. In addition, we are piloting Social Security TV in some of our field office recep-
tion areas. The televisions broadcast information about our programs and services,
such as explaining what documents are needed when applying for benefits or a So-
cial Security number. We can tailor the broadcasts to the local demographics, pro-
viding information in multiple languages. We currently offer this service in 18 field
offices, but we are expanding its use to 150 more offices this year.

Increasing Our Program Integrity Efforts

One of our ongoing challenges is how to effectively balance our important program
integrity work with the growing need to serve the public. Both efforts profoundly
affect peoples’ lives as well as the economic health of the Nation. Sustained, ade-
quate, and timely funding is vital to helping us achieve this balance.

The primary tools we use for ensuring proper payments are continuing disability
reviews (CDR), which are work or medical reviews to determine if disability bene-
ficiaries are still disabled, and Supplemental Security Income (SSI) redetermina-
tions, which are reevaluations of the non-medical factors of SSI eligibility.

Recently, however, we have paid the price for the growth in workloads and tight
budgets. Resource limitations have reduced the number of CDRs and SSI redeter-
minations we can handle. We do not want to defer this important work because
these reviews help ensure that we pay the right beneficiary the right amount at the
right time.

In addition to increasing our capacity to serve the public, the President’s FY 2010
budget makes a renewed funding commitment to our program integrity efforts as
part of a government-wide initiative to make government more effective and effi-
cient. Specifically, the FY 2010 budget provides $758 million for our program integ-
rity efforts, an increase of $254 million from FY 2009. If enacted, this additional
funding will assist us in protecting the public’s tax dollars.

With the funding proposed in the FY 2010 budget, we can complete a total of
794,000 CDRs, of which 329,000 will be full medical CDRs, and 2,422,000 SSI rede-
terminations. We estimate that every dollar spent on medical CDRs yields at least
$10 in lifetime program savings.

In FY 2008, our payment accuracy for OASDI was 99.7 percent with respect to
overpayments and 99.9 percent with respect to underpayments. For SSI, the rate
was 89.7 percent with respect to overpayments and 98.2 percent with respect to un-
derpayments. Clearly, payment accuracy is very high in the OASDI program and
with respect to SSI underpayments; nonetheless, we believe we can do better. SSI
overpayments accuracy is another story. This is the lowest accuracy rate in the pro-
gram since its early days. We are committed to improving our payment accuracy
and reducing the volume and magnitude of improper payments we make in both
programs. I recently appointed an agency executive to enhance our efforts.

CDRs

We initiate work CDRs based on work activity when a beneficiary voluntarily re-
ports that he or she is working, when wages are posted to a beneficiary’s earnings
record, or when a beneficiary has completed a trial work period. Last year, we com-
pleted more than 165,000 work CDRs in our field offices.

Generally, the Social Security Act requires us to conduct medical CDRs on a peri-
odic basis to ensure that only beneficiaries who continue to be disabled receive bene-
fits. In conducting these CDRs, we use one of two methods. We send some cases to
the DDSs for a full medical review; others may be completed using the mailer proc-
ess.

We have seen a rise in our full medical CDRs pending since FY 2002. I must cau-
tion that, even with the proposed increase in dedicated funding this year, we project
the number of pending full medical CDRs will increase by over 100,000 cases to
roughly 1.5 million. We know we need to do better.

We must also ensure that we pay SSI in the correct amounts. One of the ways
we ensure accurate payments is by periodically completing redeterminations to re-
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view all the non-medical factors of SSI eligibility, such as resource and income levels
and living arrangements.

There are two types of SSI redeterminations: scheduled and unscheduled.

Generally we periodically schedule all recipients for a redetermination at least
once every six years. Moreover, we target the most error-prone cases each year
using a statistical model. We conduct unscheduled redeterminations when recipients
report, or we discover, certain changes in circumstances that may affect the SSI
payment amount.

In FY 2009, we completed over 1,730,000 SSI redeterminations. This fiscal year,
we plan to process nearly 700,000 more redeterminations than last fiscal year.

In addition to CDRs and SSI redeterminations, we have developed other program
integrity initiatives that use cost-effective means to help us further manage and pro-
tect the programs we administer. Electronic data matching provides a foundation
for our ongoing program integrity work. To identify both OASDI and SSI bene-
ficiaries who are no longer eligible for benefits, we match data in our records with
over 400 State and local government organizations and 65 Federal agencies.

We are using modern technology in innovative ways to help us detect and prevent
payment errors. To maximize our return on investment, we focus on addressing the
leading causes of error. For SSI beneficiaries, unreported resources and changes in
earnings from work are two significant factors that contribute to payment errors.
We have recently expanded two projects targeted to improve our ability to identify
bank accounts for SSI applicants and to make it easier and more convenient for
beneficiaries to report their wages each month.

The Access to Financial Information project automates our access to financial
data. This process allows us to identify and verify bank accounts held by SSI appli-
cants and recipients. We have tested the process in New York, New Jersey, and
California.

The President’s FY 2010 budget includes up to $34 million for us to expand this
project. We are encouraged by these early results, but there is a lot of work ahead
as we expand and continue to develop plans for implementing this project in addi-
tional States and accessing data from more financial institutions.

Receipt of wages is another leading cause of SSI overpayments. To make it more
convenient and easier for beneficiaries to report wages, we have recently imple-
mented nationally an automated monthly telephone wage reporting process. The
process uses both touch-tone and voice recognition telephone technology to collect
the wage report. Our software automatically enters the wage data into the SSI sys-
tem, which is much more efficient than if the beneficiary visited a field office, and
we manually enter the report into our system. We are encouraging beneficiaries to
use the telephone reporting system.

At the same time, we continue working with the law enforcement community to
pursue cases of fraud and abuse in our programs. Through our Cooperative Dis-
ability Investigations (CDI) program, a joint venture with the Office of the Inspector
General (OIG), DDSs, and State and local law enforcement personnel, we work col-
laboratively to investigate allegations of fraud and abuse related to initial disability
claims. We currently have 20 units in 18 States. We plan to open two new CDI units
this year in South Carolina and Missouri. Last year, we estimate that the program
yielded an additional $240 million in program savings. Our Inspector General esti-
mates the CDI program returns $14 in program savings for every $1 invested.

Sustaining Momentum Under the President’s FY 2010 Budget

Prior to FY 2008, we had been under-funded for 14 straight years by a total of
over $2 billion, and the recession continues to increase our workloads beyond what
we projected. We now expect about 100,000 more retirement and 350,000 more dis-
ability claims this year than we projected in the FY 2010 President’s budget.

Since I became Commissioner, even before the recession hit, I have been inform-
ing you that we were facing an avalanche of retirement and disability claims at the
same time we were addressing a large hearings backlog. In the past two years, you
have heard our pleas and provided additional funding. I greatly appreciate your sup-
port.

Recent appropriations have allowed us to hire thousands of new employees and
provide the space and equipment they need to serve the public. These new employ-
ees are helping us improve our services, but they require extensive training to han-
dle our complex work. This training time delays the positive effect that they will
have on our workloads. Thus, our greatest opportunity for success is directly tied
to timely, adequate, and sustained funding.

We are acutely aware of the Nation’s difficult economic situation, and we take our
responsibility very seriously. We have prudently used the additional resources you
have provided to make comprehensive improvements to our services to the American
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public at a time when they need us most. We have demonstrated sound, yet flexible,
planning that we can adapt to the changing economic situation.

Even though we are currently operating under a CR, our Recovery Act funding
is allowing us to maintain the momentum we gained in the last year.

For FY 2010, the President proposed a significant investment in us—$11.6 billion,
a 10 percent increase over FY 2009. This increase is essential to maintain our
progress. Without it, the hearings backlog will worsen, and we will drown in the
flood of additional disability claims.

With the President’s FY 2010 budget, we plan to hire a total of about 7,500 em-
ployees, which will allow us to maintain our staffing levels in our front-line oper-
ational components and add 1,400 employees in the DDSs and 1,300 employees in
our hearing offices. We will process nearly 270,000 more initial disability claims
than we did in FY 2009. We will minimize the increase in pending initial disability
claims, and maintain our course to return the pre-recession pending level by 2013.

We will process nearly 65,000 additional hearing requests and ensure that the
hard-earned progress we have made to reduce the backlog is not lost because of the
economic downturn. We will remain on track to eliminate the backlog by 2013.

We will make progress on the program integrity workloads that we have deferred
processing. Finally, we will continue to modernize our information technology, which
will enable us to pursue 21st-century modes of service delivery. All of these invest-
ments are critical to ensuring that we can overcome the dual challenges of accu-
rately and efficiently processing our ever-increasing workloads and meeting the
public’s demand for our services into the future.

In short, we have made solid progress, and hope to beat our target date of 2013
for the elimination of the hearings backlogs despite all of the new cases stemming
from the recession. We are committed to working with Congress and the American
people to achieve our goals and improve service in the years ahead. With your sup-
port, we will successfully overcome our challenges, but it will take a few years, and
we will continue to need timely, adequate, and sustained funding.
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Statement of Michael J. Astrue
Commissioner of Social Security
Testimony before the House Committee on Ways and Means
Subcommittee on Social Security
Hearing on Clearing the Disability Claims Backlogs: The Social Security Administration’s
Progress and New Challenges Arising from the Recession

November 19, 2009
Chairman Tanner, Ranking Member Johnson, and Members of the Subcommittee:

Thank you for the opportunity to discuss our progress in driving down the hearings backlog, our
strategy to manage the surge of initial disability applications, and our ongoing efforts to improve
service delivery and program integrity.

I am proud to report to you today that last year we improved service across the agency, and we
are currently maintaining that momentum as we begin fiscal year (FY) 2010,

For nearly 75 years, our programs and responsibilities have continued to change and expand.
Our employees worked hard to keep up by creating new systems and streamlining policies and
processes that helped us improve productivity by an average of 3 percent each year over the last
5 years. Even though, until recently, we had not received sufficient funding to keep pace with
our increased workloads.

Your help in changing this pattern of chronic underfunding came at a most critical time, just as
the recession and the aging Baby Boomers were exacerbating our already fragile situation. We
greatly appreciate the funding Congress provided in our FY 2009 appropriation and in the
American Recovery and Reinvestment Act of 2009 (Recovery Act). Our use of these additional
resources demonstrate — to you, to the President, and most importantly, to the American public -
that we are a sound investment.

In FY 2009, we processed more retirement, initial disability, and hearing applications than ever
before. We increased our average agency-wide productivity by 4.49 percent over FY 2008,

We made solid and sustained progress in eliminating our hearings backlog by reducing both our
pending hearings for the first time in a decade and the time applicants waited for a hearing.
These accomplishments are all the more impressive considering that, at the same time, we
continued to focus on the oldest, most complex, and time-consuming cases.

In FY 2009, we processed over 175,000 more initial disability claims than we had expected to
process in that year. We kept the pending level below 800,000 even though we received nearly
400,000 more applications than we had in FY 2008. We also reduced the initial disability claims
average processing time by 5 days. We decided the cases of about 100,000 Americans with the
most severe disabilities through our Quick Disability Determination and Compassionate
Allowance initiatives in about ten days from the date of receipt in the State Disability
Determinations Services (DDS).

Page 2 of 26



25

We launched our new online application, iClaim, in December 2008. This quick, easy-to-use
online service helped us deal with the increase in benefit applications. We decreased waiting
times in our field offices and on our 800 Number.

During this difficult economic crisis, Americans are turning to us for help more than ever before.
In FY 2010, we expect to receive 1.2 million more claims than we received in FY 2008, |
weighed the risks of an uncertain budget against the need to sustain our progress and decided to
authorize our components to continue hiring and working maximum overtime during the
continuing resolution (CR). Therefore, we are using the multi-year Recovery Act funding to
help sustain our momentum this fiscal year during the CR. We, nevertheless, are counting on
your support to pass the President’s full FY 2010 budget. This budget will help sustain the
substantial progress made in the past year.

Plan to Address Rising Workloads

We have detailed, achievable plans in place to address our soaring workloads, and our employees
are dedicated to eliminating the hearings backlog by 2013. They are also poised to keep up with
the recession-driven increase in initial disability claims. We will not, however, be able to
achieve these goals without timely, adequate, and sustained funding.

In FY 2009, Congress provided us with $126.5 million above the President’s budget request and
authorized $500 million of the Recovery Act funds to help us process our rapidly rising
retirement and disability workloads and to reduce the hearings backlog.

In FY 2009, we hired approximately 8,600 new employees, most of them in less than six months,
which was our largest hiring effort since the creation of the Supplemental Security Income (SSI)
program about thirty-five years ago. Management at every level of the agency responded to this
hiring opportunity with the urgency that tough times require. Given all of the conditions and
hurdles involved with hiring in the civil service and the obstacles created by some governors and
State legislatures in staffing the DDSs, this accomplishment is a great testament to the skill and
dedication of everyone involved. Along with that hiring, we also maximized the use of overtime
across the agency.

We recognize, though, that merely adding employees, while critical to our success, will not solve
all of our problems. Expanding our use of technology is essential — we become more efficient as
we automate additional processes. We used Recovery Act funds to purchase additional
computers for our new employees, as well as video conferencing equipment for hearings and
increased bandwidth to improve the availability of our systems. In January 2009, we took
possession of our second data support center, and by May, began moving some of our workloads
to the new center. These enhancements allowed us to reduce by two-thirds the time our
disability systems were down.

In August 2009, we released a request for proposals to expand our use of health IT to gather

electronic medical records. Obtaining medical records is one of the most critical and time-
consuming aspects of making disability decisions. Health IT holds the promise to drastically
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reduce our disability processing times. In January 2010, we will use Recovery Act resources to
issue 524 million in contracts with additional medical providers and networks.

Early in my tenure, I recognized the need for a new, state-of-the-art data center. It is vital that we
have a stable, reliable data center to protect the sensitive data we maintain and to achieve our
ongoing efforts to improve automation and increase the use of online services. In the Recovery
Act, Congress gave us $500 million to build and partially equip a new, modern data center that
will incorporate green building technology. It is a complicated process to plan and build a new
data center, and it will not be completed until 2013, We have been planning for the new facility
for some time, and in August, 2009, the General Services Administration (GSA) issued a request
for expressions of interest for site selection. We anticipate awarding the contract in early 2010.

In addition to handling our customary work, we played a critical role in issuing $250 economic
recovery payments, ahead of the statutory deadline, to over 55 million beneficiaries who
received Social Security and Supplemental Security Income benefits. These payments injected
more than $13 billion into the struggling economy.

Maintaining Momentum to Eliminate the Hearings Backlog

As | have said many times, eliminating the hearings backlog is a moral imperative. In FY 2009,
we received over 30,000 more hearing requests than in FY 2008. Despite this increase in the
number of requests, [ am pleased to report the news is good. For my first 22 months, we steadily
reduced the rate at which the number of pending cases increased. We hit the turning point this
past January, and in every month since then, the number of pending cases dropped. The rate of
decline is accelerating—in the last three months, we reduced the hearings backlog by a greater
percentage than we did in the previous seven months. By the end of FY 2009, we had reduced
our pending hearings by nearly 38,000 cases.

Morally and operationally, we should focus our attention on applicants who have been waiting
the longest for their hearings; no one should have to wait years for a decision on their benefit
claim. We have steadily reduced the number of cases that have waited the longest. In FY 2007,
we started by resolving virtually all 65,000 cases pending over 1,000 days. In FY 2008, we
cleared nearly all 135,000 cases pending over 900 days. In FY 2009, we resolved nearly all
166,000 cases pending over 850 days. For FY 2010, we are ahead of schedule in resolving the
over 135,000 cases pending 825 days or longer.

Mathematically, our targeted effort with older cases meant that average processing time
remained artificially high for a while, but that figure is also now starting to drop. We have kept
it below 500 days since June 2009, and last month it was 446 days. Moreover, the average
processing time for our most backlogged offices is coming down faster than for other offices. In
February 2007, the average processing time for Atlanta was 852 days, and we had six offices
with processing times between 650 and 852 days. Last month our most backlogged office was
Dayton, Ohio at 651 days.
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While 651 days for a hearing is not acceptable, but shortly such performance will be a disturbing
piece of history. By the middle of next year, seven new offices will open in Michigan, Ohio,
Georgia, North Carolina, and Indiana, our five most congested states. With plans for 25 new
hearing offices, 7 new satellite offices, and scores of office modifications and expansions, we are
adding the space we need to address the cases that continue flooding in.

The expansion of our physical infrastructure will allow us to accommodate additional ALJs and
support staff. While we still have work to do to reach our goal of an average processing time of
270 days, we have made significant progress and have a clear plan in place to reach that goal.

In FY 2009, we hired 147 ALIJs and over 1,000 support staff in the Office of Disability
Adjudication and Review (ODAR), which is responsible for our hearing offices. In FY 2010, we
plan to hire another 226 ALJs and maintain an average support staff ratio of at least 4.5 support
staff per judge. By the end of FY 2010, we should have about 1,450 ALJs on board.

The Government Accountability Office recently agreed that under our hearings backlog
reduction plan, we should be able to reduce our backlog, but noted that reaching our goal by
2013 is largely dependent on our ability to improve ALJ hiring, availability, and productivity.
Sufficient resources and a strong pool of candidates from which to hire additional ALJs are vital
elements to our success. Office of Personnel Management (OPM) Director John Berry has
worked very closely with us to address our need to maintain a qualified pool of candidates
through the ALJ examination process . I am extremely appreciative of John’s decision to open a
new ALJ register because O PM’s continued support is critical for us to achieve our ALJ staffing
needs.

ODARshould be proud of its three consecutive years of greatly improved productivity. Without
that achievement, we would not have reduced the backlog last year.

We have a number of ways to track productivity, but an important bottom-line measure is the
percentage of ALJs who reach our minimum annual disposition expectation of 500 cases . The
number of ALJs, who reach that level, is steadily increasing. In FY 2007, 46 percent of our
ALlJs reached that level. In FY 2008, 56 percent reached that level, and in FY 2009, 71 percent
reached that level. In fact, last fiscal year 89 percent of the ALJs disposed of over 400 cases.
That individual success is a team success because the ALJs need sufficient support staff to
prepare the cases for a hearing and write up the decisions after the hearing has been held. Last
year, our ALJs received support from a recent high average of 4.6 support staff per ALJL

Success has come from hard work, better systems, better training, and better business processes.
We designed National Hearing Centers (NHCs) to quickly help the most beleaguered offices. In
2009, we opened three new NHCs, in addition to Falls Church, Virginia: Albuquerque, New
Mexico; Chicago, lllinois; and Baltimore, Maryland. In May 2010, we plan to open our fifth
NHC in St. Louis, Missouri.

The ALJs in the NHCs hold hearings remotely using video conferencing equipment, providing us

the flexibility to better balance pending workloads across the country. We are seeing results in
some of the most-backlogged offices that transferred cases to our first NHC in Falls Church,
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Virginia. Average processing times in Atlanta, Georgia; Cleveland, Ohio; and Flint, Michigan
have dramatically improved with the assistance of the NHC. In FY 2009, the NHCs issued over
9,000 decisions.

We continue to expand our use of video technology. We are furnishing more hearing offices
with video equipment so offices with available resources can assist offices with the greatest
backlogs. More and more claimants in remote locations are asking for video hearings, which are
not only more efficient, but also more professional and appropriate for ALJs and claimants than
holding hearings in motels or other makeshift places. We are reducing the use of these
temporary hearing sites, replacing them with video hearing rooms in field offices and other
Social Security facilities. We implemented the Representative Video Project to allow
representatives of disability claimants to use their personal equipment to participate in hearings
from their own offices.

In addition to processing the most aged cases, we are taking a number of steps to expedite fully
favorable decisions. We reinstituted the Attorney Adjudicator program to allow our most
experienced attorneys in appropriate cases to make on-the-record, fully favorable decisions
without a hearing. In FY 2009, attorney adjudicators issued over 36,000 favorable decisions.
We have also instituted special Federal Quality Reviewer screening units and a Medical Expert
Screening process to help identify cases that we can allow without the need for a hearing.

We identified cases that were likely allowances and electronically transferred them back to the
DDSs for further review. As a result of this initiative, the DDSs allowed nearly 15,000 claims in
FY 2009, and we were able to dismiss those requests for hearing.

The DDSs will not be able to provide the same level of assistance this year — they will be
handling a flood of new initial disability applications. But our backlog reduction plan is not
static. We continue to look for new ways to achieve our goals. We are using predictive
modeling to help us decide which new techniques will most effectively help eliminate our
backlog and improve our business process.

We are testing a new, more sophisticated screening tool to identify cases for senior attorneys to
review, We used predictive modeling to help us determine the proper balance between the
number of attorneys screening cases and the number who are writing decisions for ALJs. Based
on our analysis, we are identifying 100 senior attorneys to work in a virtual screening cadre to
review the disability hearing backlog for potential allowances. We believe that this innovative
solution using our improved screening methodology and the electronic folder to move work to
the members of the virtual unit will identify about 14,600 on-the-record, fully favorable
allowances this year. These cases will not require a hearing before an ALJ. This new initiative
will allow the DDSs to focus on processing initial disability claims without jeopardizing our
progress in reducing the hearings backlog. In addition, we are adding centralized, regional units
to pull cases and write decisions to more quickly address emerging issues.

We are working more efficiently in our hearing offices. In FY 2009, we made significant

progress to eliminate the remaining paper hearings folders and to transition to an all-electronic
environment. In this electronic environment, we are establishing a standardized electronic
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hearings business process. This process standardizes the day-to-day operations and incorporates
best practices for hearings offices nationwide. We began rolling out this process to 30 hearing
offices in FY 2009. We will implement it in all hearing offices by the end of FY 2010.

As we increase our capacity to hear and decide cases, we must consider the resulting workload
for the Appeals Council (Council). The Council’s receipts are outpacing dispositions, with an
almost 16 percent increase in receipts in FY 2009 over FY 2008. We expect that receipts will
continue to increase by another 12 percent in FY 2010. Last fiscal year, we began preparing for
the increase by hiring 16 new administrative appeals judges, 45 new appeals officers, and almost
200 new paralegals and attorney advisers. We revamped the new analyst training course with the
goal of shortening the historic learning curve. The new training curriculum has been a success
and productivity has exceeded expectations for the class of analysts that graduated in July 2009.

In FY 2009, the Council had many successes. It processed over 89,000 requests for review, 7
percent more than it processed in FY 2008. Despite increasing receipts, it exceeded its case
processing goal with an average processing time of 261 days, even while eliminating cases over
750 days old.

Since | became Commissioner in 2007, [ have repeatedly stated that reducing the hearings
backlog is our number one priority, and that is still the case. We have implemented a solid plan
and have demonstrated that it is working. With your continued support, | am confident that we
will eliminate the hearings backlog by 2013.

Strategy for Unprecedented Increase in Disability Claims

However, we currently face another serious challenge - the flood of initial disability claims
resulting from the economic downturn. The unemployment rate affects the number of disability
claims we receive, and with the recent unemployment numbers at over 10 percent, the number of
our disability applications will peak in 2010 at over 3.3 million. We are using our experience
and some of our strategies from the hearings backlog reduction plan to implement a
complementary plan to process the additional initial disability claims resulting from the
recession.

We expect nearly 700,000 more initial disability claims in FY 2010 than we received in FY
2008. We simply do not have the capacity to process all of the incoming applications with the
same timeliness of the past year.

Processing disability claims is our most labor-intensive workload. We cannot address our
current challenge without additional staff, particularly disability examiners and medical
consultants in the State DDSs. We developed a strategy to increase our capacity and optimize
our productivity to return to the pre-recession initial claims pending level by 2013.

The increase in our FY 2009 appropriation and Recovery Act funding, allowed us to begin
implementing our strategy last fiscal year. We hired 2,600 employees in the DDSs, ending FY
2009 with 1,400 more employees than at the end of FY 2008, While these hires helped us
process over 200,000 more disability claims last year than we did in FY 2008, they spent a lot of
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their time in training and were not fully productive. This year we expect that the additional
fully-trained staff will process substantially more cases.

Despite the nearly 17 percent increase in initial disability claims in FY 2009, the DDSs increased
productivity by 3 percent, and so far their quality and average processing times are generally
holding up well. Average initial disability processing time decreased 5 days to 101 days, and
nationally the DDSs achieved the highest level performance accuracy in the past decade.

For the DDSs, not all the news is good. Disability applications are rising faster than we can hire
and train, and the number of pending cases is increasing - escalating the pressure on the DDSs.
Despite our employees’ heroic efforts to process initial disability claims timely and accurately,
our pending cases had grown to nearly 780,000 by the end of FY 2009 — over 200,000 more
cases than at the end of FY 2008. Our pending disability claims could reach as much as 1
million this year. We know this pending level is unacceptable and are working diligently to
minimize the increase.

State furloughs aggravate the problems created by the recession. As nonsensical as it is for
States to respond to fiscal crisis by furloughing employees whose salaries and benefits we fully
fund, many of them have done so. I have spent a lot of time over the last year trying to educate
State officials on the unnecessary and harmful effects of furloughing DDS employees. | have
personally spoken to many governors or State officials, and 1 wrote letters to every governor and
to the National Governor’s Association. In addition, each of our ten Regional Commissioners
has been aggressively pursuing DDS furlough exemptions at the local level.

We have received considerable support from you and the Administration. [ am grateful to Vice
President Biden and the many Members of this Committee who have helped me persuade some
governors not to take this misguided action.

We were successful in gaining exemptions or partial exemptions in several states, like Michigan,
Mevada, New York, and Colorado. Other states, such as California, Wisconsin, Ohio, and
Hawaii, have ignored our clear logic and have imposed destructive furloughs on our DDS
employees. Currently twelve States have implemented furloughs that affect our DDS employees.
I know that, like me, you are frustrated by these decisions.

While some States have argued that the furloughs are not affecting their ability to make disability
determinations, these assertions are simply not true. For example, California is furloughing DDS
employees three days each month. In FY 2010 this decision will delay $11 million in disability
benefits to over 40,000 of California’s most vulnerable residents, at a time when the State
already has one of the highest unemployment rates in the country. There are many clear signs of
the deterioration in service. In spite of the hard work of the dedicated DDS employees, the
number of initial claims currently pending in California is 22 percent higher than in 2008. The
percentage of California cases pending over 90 days has grown. In the first calendar quarter of
2009, California's Initial Claims Performance Accuracy was below the Federal regulatory
threshold.

Page 8 of 26



31

The residents of California should not be penalized for the actions of their officials. We are
trying to mitigate the problems in California by deferring 9,000 continuing disability reviews so
that the DDS can concentrate on initial applications, maximizing the use of overtime, obtaining
medical consultant assistance from another state, and providing Federal assistance with state
medical reviews.

As we began developing our strategy to process the additional recession-driven disability claims,
we knew that certain States and regions had been harder hit by the recession than others. Since
unemployment rates correlate directly with the number of disability claims we receive, we began
to take a closer look at the unemployment rates and forecasts of disability receipts at the state
level. We are using this information to decide how to allocate our resources — based on not only
the current situation, but also on future population and unemployment trends.

In addition, we are analyzing a combination of DDS key indicators to determine a State’s ability
to keep pace with its current and future receipts. We focus on the indicators that most directly
demonstrate the State’s ability to handle additional claims, such as how old the cases are, how
long they have been pending, the level of receipts, the processing time, the rate at which we are
losing our employees, and whether the DDS is under a hiring freeze or furlough. By monitoring
these indicators, we can quickly provide assistance to the most overwhelmed States.

This year we will continue to implement our strategy to process the increased receipts. With the
President’s FY 2010 budget, we plan to add 1,400 new DDS employees. By the end of FY 2010,
we expect to have 2,800 more DDS employees on board than we did at the end of FY 2008.

We are using our best practices from the hearings backlog reduction plan to create centralized
units — similar to the National Hearing Centers - that will assist States across the Nation. These
new units, called Extended Service Teams, will be placed in States that have a history of high
quality and productivity and the capacity to hire and train significant numbers of additional staff.
In FY 2010, we plan to place 280 new employees in four States (Virginia, Arkansas, Oklahoma,
and Mississippi) to help staff the teams that will be able to quickly take cases from the hardest hit
States.

We are also expanding our Federal capacity to process cases. We currently have a Federal unit
in each of our ten regions and two units in Baltimore that assist the DDSs in processing cases. In
FY 2010, we plan to provide 237 additional hires in these units.

In addition to hiring more disability examiners to process the claims, we also need to increase
our medical consultant staff to support the examiners. Traditionally, the medical consultants
work onsite in the DDSs to review the medical evidence, provide guidance to the examiners on
the severity of the applicants’ conditions, and, in many cases, signoff on disability
determinations.

If we do not have sufficient evidence to make a disability determination, we often send
applicants for a consultative examination with a medical professional. These exams can increase
the cost and waiting times for a disability decision. It is sometimes challenging to find medical
providers with the appropriate specialty necessary for the exam. For example, psychiatry is a
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specialty that can often be difficult to obtain. We plan to use our video conferencing technology
to conduct psychiatric consultative exams remotely. This technology will help us save money
and time by reducing the claimants” travel to these exams.

We will continue to enhance our Quick Disability Determination (QDD) and Compassionate
Allowances (CAL) initiatives to fast-track cases that are likely allowances. QDD uses a
predictive model to identify certain cases that are likely allowances, such as low birth-weight
babies, cancer, and end-stage renal disease. CAL allows us to quickly identify applicants, who
are clearly disabled based on the nature of their disease or condition. The list of CAL conditions
currently contains 25 rare diseases and 25 cancers. We have held five public hearings to obtain
critical information to develop and enhance this list of conditions. In July, we held a hearing on
Early-Onset Alzheimer’s disease, and yesterday in San Francisco, | presided over our latest
hearing on schizophrenia. We plan to increase the number of conditions on the CAL list in early
calendar year 2010. In 2010, we expect that our enhancements to QDD and CAL will allow us
to fast-track about 140,000 decisions for the most severely disabled Americans while
maintaining accuracy. These improvement at the DDSs also help reduce the hearings backlog.

We are also exploring options for expansion of single decision maker (SDM) authority to cases
that are identified as QDD or CAL. SDM allows a disability examiner to adjudicate a case
without the approval of a medical or psychological consultant.

Another automated tool, the Electronic Claims Analysis Tool (eCAT), is proving to be extremely
valuable to the disability decision process. eCAT improves the quality and consistency of our
decisions by aiding examiners in documenting, analyzing, and processing the disability claim in
accordance with regulations. We expect that the use of eCAT will produce well-reasoned
determinations with easy-to-understand explanations of how we reached our decision. This
documentation is particularly useful for future case review if an appeal is filed. We are
beginning to look at adapting eCAT for use at the hearing level.

In addition to enhancing the documentation, quality, and consistency of our disability decisions,
e¢CAT has been an extremely useful training tool for the many new examiners we are hiring in
the DDSs. All states have the training version of eCAT. Training through eCAT is helping new
examiners more quickly gain proficiency in processing complicated cases.

We are accelerating the expansion of eCAT since we have determined that it is working well in
the DDSs that have piloted it. We have already started rolling it out in eight States, and we are
currently planning to roll it out to all DDSs by December 2010.

Every state in the Nation will have this upgrade before we implement the common Disability
Case Processing System (DCPS). Currently each of the DDSs has its own unique case
processing system, many of them COBOL-based. In April 2011, we will begin beta testing a
common, state-of-the-art web-based system that will provide additional functionality and the
foundation for a seamless disability process. It will make it easier to implement technology
changes and will position us to take advantage of health IT.
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For more than a year, we have been piloting the use of health IT to help speed decisions on
disability claims. Applicants who have been treated at Beth Israel Deaconess Medical Center in
Boston, Massachusetts or at MedVirginia facilities in Richmond, Virginia can authorize their
medical records to be transferred electronically to the DDSs. Generally, we receive medical
records from these facilities in less than a minute.

In these two pilots, the receipt of electronic medical records has reduced the average DDS
processing time to about 48 days, a nearly 50 percent decrease. In fact, we are making medical
decisions within 48 hours of taking the claim in 11 percent of the pilot cases.

Using Recovery Act funding, this fiscal year, we are expanding our use of health IT to more
health care providers and States. In January, we will award competitive contracts to providers
and networks that will give us standard medical data needed to make disability decisions. A key
requirement of these contracts is that data must be delivered over the Nationwide Health
Information Network that ensures secure transmission of personal health information. We are
actively participating in the Department of Health and Human Service efforts to produce
technical standards for widespread use, including in our health IT systems.

Improving Service Delivery

We understand, too, that we have many other service challenges — from the work CDR issue that
Chairman and Mr. Johnson highlighted last Thursday to prompt telephone service, reduced
waiting times, clearer notices, and many other services.

We knew the aging baby-boomers would put pressure on our 800 Number and field offices. As
this generation is becoming more comfortable conducting business on the Internet, we must offer
more online services to meet their demands and relieve some of the strain on our field offices. In
addition, Americans of all ages began turning to us for assistance during this economic crisis.
Our online services, automated telephone services, and additional agents answering the 800
Number are providing the public with service options to conduct their business from the comfort
of their own homes.

The implementation of iClaim in December 2008, combined with our effective marketing
campaign starring Patty Duke, provided an instant spike in both online retirement and disability
applications. Online retirement applications increased from 26 percent to 35 percent in less than
one month. Online disability applications also increased from 14 percent to 21 percent. We
have maintained the increase in Internet claims with online retirement applications currently at
34 percent and disability applications at 22 percent. In FY 2009, over 400,000 more applicants
filed for benefits on the Internet, more than twice as many as the year before.. This increase
helped us deal with the additional recession-driven claims and helped us reduce our waiting
times in field offices.

Our online applications took the top three rankings in the most recent American Customer

Satisfaction Index (ACSI). The ACSI tracks trends in customer satisfaction and provides
valuable benchmarking insights of the consumer economy for companies, industry trade
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associations, and government agencies. Our Retirement Estimator led all scores, iClaim
followed closely, and our Medicare Subsidy application came in third place.

This year we are implementing several new projects to improve our current online services and
to provide additional online options to the public. In February 2010, we plan to expand the
capability of iClaim to allow persons to file for Medicare-only benefits at age 65 if they choose
to delay retirement benefits while they continue to work. We plan to increase the number of our
online services in Spanish. We will start by creating a Spanish version of our retirement
estimator. With enhancements to iClaim and new marketing strategies, we expect to increase the
percentage of online retirement applications to 38 percent this year.

Even though we did not market our online disability application when we launched iClaim,
online applications for disability have also increased. We expect this positive trend to continue
when we release a simplified electronic version of the Adult Disability Report in January 2010.
We use this form to obtain basic information on the applicant’s medical condition and treating
sources. This improvement will reduce the time needed to complete the disability application
and improve the quality of the information we receive. We expect to increase the percentage of
online disability applications to 25 percent this year.

In October, we began rolling out the first phase of the Appointed Representative Suite of
Services. This process allows appointed representatives of disability applicants to view their
clients’ electronic folders through secure online access. Additional phases of this initiative will
provide folder access to more representatives, simplify the process for submitting appeals, and
document a representative’s appointment. This online service will alleviate workloads in our
field offices.

This year we will also pilot a Claims Data Web Service. Each year we receive over 100,000
paper applications and appeals filed by third party organizations, such as representatives,
hospitals, and social workers. Our field office employees must manually enter all of this
information into our systems. This pilot will allow selected third parties to submit application
information electronically to field offices, eliminating the time our employees spend manually
keying this data.

Our 800 Number is often the first point of contact the public makes with us. If they are greeted
with a busy signal or placed on hold for an extended period of time, they may become frustrated
and come into our field offices instead. Last year, we significantly reduced waiting times and
busy signals on the 800 Number.

Our 800 Number call volume has been increasing each year, exceeding 82 million calls in FY
2009. To handle the increasing number of calls, we hired about 260 additional telephone agents
last year, and we used technology to effectively forecast call volumes, anticipate staffing needs,
and better distribute calls across the network. As a result, we improved our speed of answering
calls by 25 percent. We answered calls within an average of 245 seconds, the lowest average
wait time in 6 years. We also reduced our average busy rate from 10 percent in FY 2008 to 8
percent last year.
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As we expect call volumes to increase this year, we plan to hire additional telephone agents to
maintain our 800 Number services. To position ourselves for the future, we started exploring
click-to-communicate technologies to allow telephone agents to assist users as they use our
online services. We started the process to replace our 800 Number system with more-modern
technology and began working with GSA to build a new teleservice center in Jackson,
Tennessee. The new teleservice center, the first to be opened in more than a decade, will open in
2011.

Even with our efforts to improve our online and telephone service, we have experienced a steady
increase in the number of field office visitors. Field offices averaged 806,000 visitors per week
in FY 2006, 825,000 in FY 2007, and 854,000 in FY 2008. In FY 2009, we averaged over
866,000 visitors each week.

With the additional funding we received from Congress last year, we were able to add about
1,400 more employees in our front-line operational components and made maximum use of
overtime to take claims and answer our 800 Number calls. In addition to processing more claims
than ever before, we reduced office wait times despite increasing field office traffic. With the
President’s FY 2010 budget, we plan to maintain our staffing level and work maximum overtime
to minimize wait times and provide the best possible service to the unprecedented number of
Americans, who continue to turn to us for assistance in this difficult economic environment.

In addition to using video technology to reduce our hearings backlog, we are exploring ways
that it can help us process our initial disability claims, and we are using it in our field offices to
connect to persons who live in remote areas or find it difficult to visit a field office. We are
piloting video service delivery by using available staff in a less-busy office help other offices
that may be overwhelmed with visitors waiting for service. In addition, we are placing video
equipment at third-party sites, such as hospitals, community centers, libraries, and Indian
reservations to provide field office service.

We continue to pilot self-help computers in our waiting rooms. These computers offer access to
our online services. Currently, about 60 offices are testing this service. In addition, we are
piloting Social Security TV in some of our field office reception areas. The televisions broadcast
information about our programs and services, such as explaining what documents are needed
when applying for benefits or a Social Security number. We can tailor the broadcasts to the local
demographics, providing information in multiple languages. We currently offer this service in
18 field offices, but we are expanding its use to 150 more offices this year.

Increasing Our Program Integrity Efforts

One of our ongoing challenges is how to effectively balance our important program integrity
work with the growing need to serve the public. Both efforts profoundly affect peoples’ lives as
well as the economic health of the Nation. Sustained, adequate, and timely funding is vital to
helping us achieve this balance.

The primary tools we use for ensuring proper payments are continuing disability reviews (CDR),
which are work or medical reviews to determine if disability beneficiaries are still disabled, and
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Supplemental Security Income (SSI) redeterminations, which are reevaluations of the non-
medical factors of SSI eligibility.

Recently, however, we have paid the price for the growth in workloads and tight budgets.
Resource limitations have reduced the number of CDRs and SSI redeterminations we can handle.
We do not want to defer this important work because these reviews help ensure that we pay the
right beneficiary the right amount at the right time.

In addition to increasing our capacity to serve the public, the President’s FY 2010 budget makes
a renewed funding commitment to our program integrity efforts as part of a government-wide
initiative to make government more effective and efficient. Specifically, the FY 2010 budget
provides $758 million for our program integrity efforts, an increase of $254 million from FY
2009. If enacted, this additional funding will assist us in protecting the public’s tax dollars.

With the funding proposed in the FY 2010 budget, we can complete a total of 794,000 CDRs, of
which 329,000 will be full medical CDRs, and 2,422,000 SSI redeterminations. We estimate
that every dollar spent on medical CDRs yields at least $10 in lifetime program savings.

In FY 2008, our payment accuracy for OASDI was 99.7 percent with respect to overpayments
and 99.9 percent with respect to underpayments. For SSI, the rate was 89.7 percent with respect
to overpayments and 98.2 percent with respect to underpayments. Clearly, payment accuracy is
very high in the OASDI program and with respect to SSI underpayments; nonetheless, we
believe we can do better. SSI overpayments accuracy is another story. This is the lowest
accuracy rate in the program since its early days. We are committed to improving our payment
accuracy and reducing the volume and magnitude of improper payments we make in both
programs. | recently appointed an agency executive to enhance our efforts.

CDRs

We initiate work CDRs based on work activity when a beneficiary voluntarily reports that he or
she is working, when wages are posted to a beneficiary’s earnings record, or when a beneficiary
has completed a trial work period. Last year, we completed more than 165,000 work CDRs in
our field offices.

Generally, the Social Security Act requires us to conduct medical CDRs on a periodic basis to
ensure that only beneficiaries who continue to be disabled receive benefits. In conducting these
CDRs, we use one of two methods. We send some cases to the DDSs for a full medical review;
others may be completed using the mailer process.

We have seen a rise in our full medical CDRs pending since FY 2002. | must caution that, even
with the proposed increase in dedicated funding this year, we project the number of pending full
medical CDRs will increase by over 100,000 cases to roughly 1.5 million. We know we need to

do better.
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We must also ensure that we pay SSI in the correct amounts. One of the ways we ensure
accurate payments is by periodically completing redeterminations to review all the non-medical
factors of SSI eligibility, such as resource and income levels and living arrangements.

There are two types of SSI redeterminations: scheduled and unscheduled.

Generally we periodically schedule all recipients for a redetermination at least once every six
years. Moreover, we target the most error-prone cases each year using a statistical model. We
conduct unscheduled redeterminations when recipients report, or we discover, certain changes in
circumstances that may affect the SSI payment amount.

In FY 2009, we completed over 1,730,000 SSI redeterminations. This fiscal year, we plan to
process nearly 700,000 more redeterminations than last fiscal year.

In addition to CDRs and SSI redeterminations, we have developed other program integrity
initiatives that use cost-effective means to help us further manage and protect the programs we
administer. Electronic data matching provides a foundation for our ongoing program integrity
work. To identify both OASDI and SSI beneficiaries who are no longer eligible for benefits, we
match data in our records with over 400 State and local government organizations and 65 Federal
agencies.

We are using modern technology in innovative ways to help us detect and prevent payment
errors. To maximize our return on investment, we focus on addressing the leading causes of
error. For 8S1 beneficiaries, unreported resources and changes in earnings from work are two
significant factors that contribute to payment errors. We have recently expanded two projects
targeted to improve our ability to identify bank accounts for SS1 applicants and to make it easier
and more convenient for beneficiaries to report their wages each month,

The Access to Financial Information project automates our access to financial data. This process
allows us to identify and verify bank accounts held by SSI applicants and recipients. We have
tested the process in New York, New Jersey, and California.

The President’s FY 2010 budget includes up to $34 million for us to expand this project. We are
encouraged by these early results, but there is a lot of work ahead as we expand and continue to
develop plans for implementing this project in additional States and accessing data from more
financial institutions.

Receipt of wages is another leading cause of SSI overpayments. To make it more convenient
and easier for beneficiaries to report wages, we have recently implemented nationally an
automated monthly telephone wage reporting process. The process uses both touch-tone and
voice recognition telephone technology to collect the wage report. Our software automatically
enters the wage data into the SSI system, which is much more efficient than if the beneficiary
visited a field office, and we manually enter the report into our system. We are encouraging
beneficiaries to use the telephone reporting system.
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At the same time, we continue working with the law enforcement community to pursue cases of
fraud and abuse in our programs. Through our Cooperative Disability Investigations (CDI)
program, a joint venture with the Office of the Inspector General (OIG), DDSs, and State and
local law enforcement personnel, we work collaboratively to investigate allegations of fraud and
abuse related to initial disability claims. We currently have 20 units in 18 States. We plan to
open two new CDI units this year in South Carolina and Missouri. Last year, we estimate that
the program yielded an additional $240 million in program savings. Our Inspector General
estimates the CDI program returns $14 in program savings for every 51 invested.

Sustaining Momentum under the President’s FY 2010 Budget

Prior to FY 2008, we had been under-funded for 14 straight years by a total of over $2 billion,
and the recession continues to increase our workloads beyond what we projected. We now
expect about 100,000 more retirement and 350,000 more disability claims this year than we
projected in the FY 2010 President’s budget.

Since | became Commissioner, even before the recession hit, I have been informing you that we
were facing an avalanche of retirement and disability claims at the same time we were
addressing a large hearings backlog. In the past two years, you have heard our pleas and
provided additional funding. I greatly appreciate your support.

Recent appropriations have allowed us to hire thousands of new employees and provide the
space and equipment they need to serve the public. These new employees are helping us
improve our services, but they require extensive training to handle our complex work. This
training time delays the positive effect that they will have on our workloads. Thus, our greatest
opportunity for success is directly tied to timely, adequate, and sustained funding.

We are acutely aware of the Nation’s difficult economic situation, and we take our responsibility
very seriously. We have prudently used the additional resources you have provided to make
comprehensive improvements to our services to the American public at a time when they need us
most. We have demonstrated sound, yet flexible, planning that we can adapt to the changing
economic situation.

Even though we are currently operating under a CR, our Recovery Act funding is allowing us to
maintain the momentum we gained in the last year.

For FY 2010, the President proposed a significant investment in us—$11.6 billion, a 10 percent
increase over FY 2009, This increase is essential to maintain our progress. Without it, the
hearings backlog will worsen, and we will drown in the flood of additional disability claims.

With the President’s FY 2010 budget, we plan to hire a total of about 7,500 employees, which
will allow us to maintain our staffing levels in our front-line operational components and add
1,400 employees in the DDSs and 1,300 employees in our hearing offices. We will process
nearly 270,000 more initial disability claims than we did in FY 2009. We will minimize the
increase in pending initial disability claims, and maintain our course to return the pre-recession
pending level by 2013.
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We will process nearly 65,000 additional hearing requests and ensure that the hard-earned
progress we have made to reduce the backlog is not lost because of the economic downturn. We
will remain on track to eliminate the backlog by 2013.

We will make progress on the program integrity workloads that we have deferred processing.
Finally, we will continue to modernize our information technology, which will enable us to
pursue 2 Ist-century modes of service delivery. All of these investments are critical to ensuring
that we can overcome the dual challenges of accurately and efficiently processing our ever-
increasing workloads and meeting the public’s demand for our services into the future.

In short, we have made solid progress, and hope to beat our target date of 2013 for the
elimination of the hearings backlogs despite all of the new cases stemming from the recession.
We are committed to working with Congress and the American people to achieve our goals and
improve service in the years ahead. With your support, we will successfully overcome our
challenges, but it will take a few years, and we will continue to need timely, adequate, and
sustained funding.
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We Ended FY 2009 With Nearly 38,000 Fewer
Pending Hearings Than We Began
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Percentage of ALJs Who Decided
at Least 500 Cases
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DDS Staffing Has Increased
By 19% Since FY 2008
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Additional Resources Are Improving
800 Number Service
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Chairman TANNER. Thank you, Commissioner. You mentioned
the DDS backlog in 2013. The DDS backlog really is a rather re-
cent phenomenon, isn’t it?

Mr. ASTRUE. Yes.

Chairman TANNER. Why would it take to 20137

Mr. ASTRUE. It’s a product of the recession, Mr. Tanner. We
were hit last year with, I believe about 400,000 more cases than
the actuaries originally projected. We will probably take in about
700,000 more cases this fiscal year than were projected. We were
just not set up to handle an extra million cases, because we were
struggling a bit with staffing. It also takes time to hire and train
new employees.

So, we have moved as aggressively as we can. We have beefed
up the DDSs as much as we can. We are moving some Federal
workers to the processing of cases. There are some states that have
looked at other states that are furloughing and understand that
there is an issue. They have volunteered to set up special units to
handle work from other states.

We have special units called Extended Service Teams in four
states that are going to help us pick up from some of the states
that are going to be lagging with the furlough issue and the impact
of the recession.

Chairman TANNER. Do you have any comment about what Mr.
Filner said about the situation in California?

Mr. ASTRUE. The situation in California is a source of great
concern. Right now, the number of pending cases is building up,
and that’s usually what happens right before our average proc-
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essing times start to deteriorate. The average processing times
have not significantly deteriorated yet, but that’s likely to happen
in the next few months.

California is a state that has had issues in quality. They’re right
near the bottom of the States in quality, even before what’s been
going on lately. We have been having trouble getting clear informa-
tion about some of the things happening in California. I believe
both the director of the DDS and the number two retired recently.
It’s a little confusing in California. We do have concerns.

We don’t have recent, as I understand it, quality review informa-
tion that would verify some of the complaints that Mr. Filner is
making, but we are monitoring it as closely as possible. We cer-
tainly share the concern that California may be heading toward a
very inappropriate situation.

Chairman TANNER. Well, if the situation is as concerning as
Mr. Filner testified, California may deserve some special sort of at-
tention from you. If a judge is instructed to close cases for the
wrong reasons, that is very concerning. We are really interested,
and would appreciate you letting us know what you find out.

Mr. ASTRUE. We are on this. We are trying to

Chairman TANNER. It is sort of unusual for a Member to come
here with those sorts of statements, so we are concerned.

Mr. ASTRUE. Yes.

Chairman TANNER. It is not something we take lightly.

Mr. ASTRUE. We will report regularly to the Committee on the
California situation.

Chairman TANNER. Good.

Mr. Johnson.

Mr. JOHNSON. Thank you, Mr. Chairman. Mr. Astrue, we have
talked before about the Agency’s outdated technology that includes
computer programs that are still COBOL-based.

Mr. ASTRUE. Yes.

Mr. JOHNSON. That’s 1950s technology.

Mr. ASTRUE. Yes, sir.

Mr. JOHNSON. Today we have got a lot better stuff.

Mr. ASTRUE. We do.

Mr. JOHNSON. Can you tell me what you're doing to modernize
your system?

I am told that it could take as long as seven years for you guys
to get it updated. Can you talk about that to us?

Mr. ASTRUE. Yes. We are trying to do as much as we can as
fast as we can, in terms of systems modernization. It is a daunting
task, because, first of all, we have got 38 million lines of COBOL
code.

We have to be very careful as we replace code, that we don’t dis-
rupt service. A lot of the programs are tied in with each other in
intricate ways, and sometimes it’s very difficult. When you pull out
a piece of it, you have to be very careful that you're not having un-
intended consequences. We are moving to do that as aggressively
as we can.

The first big step is, when we went electronic with the DDSs, we
kept the COBOL. That will be replaced. We should have the——

Mr. JOHNSON. When?
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Mr. ASTRUE. April 2011 is the target date for when the beta
will be ready on that, and then it will probably be a roll-out over
another 18 months.

Mr. JOHNSON. Why is that taking so long? Goodness gracious,
we've got technology out there. I mean, everybody in this audience
can go out there and get a new computer and be upgraded today.
Why can’t you guys do that?

Mr. ASTRUE. Well, it’s not just a question of the hardware. The
hardware is fairly simple to do. It’s the software that takes a long
time to rewrite and to tie in with all of the other software.

To give you some sense, the effort to come up with a much better
online retirement form, if I remember correctly took some time.
The online retirement form had to cut across 39 separate COBOL-
based programs that then had to be retied together. It is a long and
difficult task. My sense is we may, over the next three years, be
able to replace half of it.

However, I don’t think it’s realistic, particularly in the core of the
program, the data on everybody. That’s a big task, and it’s going
to take us a while to get to that. If we had more resources we could
do it faster, but there are trade-offs. There is a lot of pressure to
supply—

Mr. JOHNSON. So you're telling me it’s true, it might take you
seven years to get the program fixed?

Mr. ASTRUE. Yes, sir.

Mr. JOHNSON. That’s gross. I think you ought to get into that
and figure out how to do it a little better.

You know, you said by early calendar year 2010 you would have
enough hardware and software in Durham to build up all the
Agency claims and data processing center systems, should there be
a catastrophic event at your center in Baltimore. Is that still true?
And what does “early calendar year 2010” mean?

Mr. ASTRUE. The situation for the back-up center now is that
the building is completed and the equipment is in there. They are
moving a little bit faster than, I think, originally planned on get-
ting some of the equipment in.

We are now—let me just double-check. We will be able to fully
back up and recover in just a few months, Mr. Johnson. So we are
ahead of the old schedule.

Mr. JOHNSON. That’s new technology down there?

Mr. ASTRUE. Yes, that is substantially new technology. We try
to stay away from

Mr. JOHNSON. That’s a back-up?

Mr. ASTRUE. It’s a back-up.

Mr. JOHNSON. Why can’t you use it as primary, then?

Mr. ASTRUE. We are going to start using it as partial primary,
probably increasingly over the next two years, because we run out
of capacity at the National Computer Center in 2012. We won’t
have the replacement for the National Computer Center completed
until then, so we are gradually shifting some functions over to the
back-up center, and will be tying together the old National Com-
puter Center and the new back-up center until we have the new
National Support Center up and running. That should start coming
on probably mid-2013.
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Mr. JOHNSON. Mr. Chairman, I think we ought to be getting
a report about every six months on the progress of that thing, be-
cause I think it’s gross to have systems that old that don’t work
right. My opinion. Thank you, sir. Thank you for your testimony.

Chairman TANNER. We might do it a little more often than six
months, if that would be all right.

Mr. JOHNSON. Every month would be fine.

[Laughter.]

Chairman TANNER. That’s what I was thinking, too.

Mr. Pomeroy.

Mr. POMEROY. Thank you, Mr. Chairman. Mr. Astrue, it’s nice
to see you again. I like the straightforward tone of your testimony.
I mean, I don’t think you make any bones about it. The backlogs
that we have are not acceptable. The Agency performance, cer-
tainly with plenty of congressional culpability because of funding,
allowed a situation to grow to absolutely unacceptable levels of
backlog. I appreciate the headway that you're making.

A couple of interesting items in your testimony. You indicated
that in 2009 you hired 8,600 new employees, the largest hiring ef-
fort since the creation of the Social Security program.

Mr. ASTRUE. Yes.

Mr. POMEROY. Would you care to elaborate on that?

Mr. ASTRUE. In fact, I think what is more remarkable, and a
great tribute to the people in the Agency, is we hired about 8,300
of those in 5% months. We were on a hiring freeze because of the
continuing resolution until early March of this year, and I believe
we hired something like 325, 350 employees for the whole agency,
from October 1 until mid-March.

With the combination of the funding in the Appropriations bill
and the funding in the American Recovery and Reinvestment Act,
we went pedal to the metal, and we hired over 10 percent of the
agency in 52 months.

Mr. POMERQY. Are you on track with the resources now given
to staff up to where you need to get?

Mr. ASTRUE. We are for now. I don’t know yet what the situa-
tion is going to be for 2011. There is sort of the good news/bad
news with the Recovery Act. Technically that’s not part of the base-
line budget for the Agency. Therefore, I think, whether you view
my request for this year as overly aggressive or fair depends a lit-
tle bit on how you look at the Recovery Act.

Certainly the Recovery Act money for the new National Support
Center, I think, should be conceptualized as a one-off. It would not
be fair to view that as part of the baseline. However, I do think
that the backlog money, in my view, really is a recognition that
that sdhould have been in the baseline all along, and ought to be
viewed——

Mr. POMEROY. How is OMB viewing it?

Mr. ASTRUE [continuing]. In context of this

Mr. POMEROY. Is it being added to baseline?

Mr. ASTRUE. I don’t know. We don’t have the pass-back yet, so
I don’t know how they’re going to view it.

Mr. POMEROQOY. That might be something we might want to in-
quire—I am sure staff is noting this. The staffing component of the
stimulus money needs to be continued. No one viewed that that
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staffing up was required for the duration of the stimulus bill only,
or 2009. It is part of getting the Agency back to where it needed
to be.

Mr. ASTRUE. Without talking out of school, I think it’s fair to
say that that’s one of the premises of my budget request.

Mr. POMEROY. I would hope, Mr. Chairman, that the Sub-
committee might write a letter of inquiry to OMB, exploring this
topic, or I will personally, if the Subcommittee doesn’t care to.

Chairman TANNER. We already have.

Mr. POMEROY. We have already? Ah, that’s cracker jack staff.

[Laughter.]

Mr. POMEROY. Now, speaking of cracker jack staff, let’s move
to ALJs. As my cracker jack staff was saying, “Ask him how they’re
doing, relative to when you threw a fit,” and so, I will try and

[Laughter.]

Mr. POMEROY. I will try and rephrase that. I believe it was
your second day in office, but I was absolutely appalled that the
litigation at the early part of the decade, then resolved, didn’t
break loose hiring because hiring had been frozen for some time.
Indeed, three or four more years went on with OPM absolutely
screwing this thing up, and the Agency not unscrewing it up.

Actually, as a member of the Committee of oversight, I felt like
we were led down a primrose path with representations by every-
body that were completely inaccurate, relative to the staffing up of
ALdJs. How are we doing, relative to where we need to be?

In the end, I absolutely believe this is a critical component of the
backlog question.

Mr. ASTRUE. Right. I certainly share your sense it was a rocky
start, Mr. Pomeroy, and you had a lot of company in that regard.
I do want to thank the Subcommittee as a whole, and you, in par-
ticular, as the primary point person for influencing OPM, because
certainly it wasn’t going very well, just us trying to do it directly.
Without your help, I don’t think it would have happened.

We had a little bit of a replay of some of those issues recently,
but we have an ally in John Berry, the new head of OPM, who is
very attuned to these issues. I think he is in sympathy with where
the Subcommittee and I are on this. It’s a shame that we have had
to take some of these issues up to Mr. Berry to get them resolved,
but we have had some great progress. They have opened up the
register again. They won’t tell us how many people were on the
register, though we have heard that there were 900 people as of
eight o’clock the night they cut it off, and that there are probably
1,200 to 1,400, we're guessing, that are on the register. We don’t
know, but that should be more than ample for our needs.

We have hired already—well, actually, no, not yet. Tomorrow you
will help us swear in 43 more Administrative Law Judges. We are
scheduled to hire 226 for the year.

Mr. POMEROQOY. Where will that bring the number?

Mr. ASTRUE. That will bring the number up to about 1,450. I
believe, that is what we’re aiming at.

Mr. POMEROY. About 1,450?

Mr. ASTRUE. Let me just make sure I'm getting my years right.
Yes. We will be aiming for about 1,450, and the Fiscal Year 2011
budget shoots for a slightly higher number than that.
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Right now, as long as OPM does what it needs to do between
now and roughly the end of February, it’s on the critical path, be-
cause the truth is, right now we don’t have space to put them. With
this class that we’re swearing in tomorrow, we’re putting judges
into pretty much every office that we have available for Adminis-
trative Law Judges.

So, the hiring for the summer is predicated on an awful lot of of-
fice space being open. It looks like GSA is going to hit the mark
on that. Most of it is coming

Mr. POMEROY. Does this Committee—I know my time is up. Do
we need to be corresponding with GSA, as well as OPM on making
certain that we don’t have an office backlog?

Mr. ASTRUE. I think you can send them a general letter con-
gratulating them on good progress and sharing your concern. We
have had a couple of isolated incidents a few places around the
country, but generally, the GSA work has really been outstanding
on this. I want to give them credit, because when we first started
opening up offices, we were about the only game in town. But with
the Recovery Act, they have been very busy.

So, we actually have a list of the offices that are supposed to be
open. I can append to my testimony. But we have one that——

[The information follows:]
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JAN-11-2818 15:11 P.18-45

INSERT FOR PAGE 29, LINE 636

This fiscal year, we plan to open the following new offices:
NEW OFFICE LOCATION | PROJECTED | COMMENT

OPENING
Anchorage, Alaska February 2010
Fort Meyers, Florida May, 2010 Will be 2 satellite office
St Petersburg, Florida May 2010
St. Louis, Missouri May 2010 Will be a National Hearing Center site
Boise, Idaho June 2010 Will be a satellite office
Toledo, Ohio June 2010
Alkron, Ohio June 2010
Livonia, Michigan June 2010
Madison, Wisconsin June 2010 We are converting the existing satellite office
into a hearing office.
Phoenix, Arizona June 2010
Las Vegas, Nevada June 2010 We are expanding the existing hearing office.
Tallahassee, Florida June 2010
Covington, Georgia July 2010
Topeka, Kansas July 2010
Fayetteville, North Carolina August 2010
Mit, Pleasant, Michigan August 2010
| Valparaiso, Indiana August 2010
Sioux Falls, South Daketa August 2010 We are expanding the existing satellite office.
Harlingen, Texas September 2010 | Will be a satellite office

In FY 2011, we plan to open the following new offices:

NEW OFFICE LOCATION | PROJECTED | COMMENT

OPENING
Tacoma, Washington Sept/Nov 2010
Moreno Valley, California Aprl, 2011
Augusta, Georpia June, 2011
Columbia, Missouri June, 2011
El Paso, Texas June, 2011
Franklin, T June, 2011
Hoover, Alabama June, 2011
Jersey City, New Jersey June, 2011
Lawrence, Massachusetts June, 2011
Mungcie, Indiana June, 2011
Rochester, New York June, 2011 ‘We are converting the existing satellite office
into a hearing office.
St. Paul, Minnesota June, 2011
Eureka, California June, 2011 Will be a satellite office
Helena, Missouri June, 2011 Will be a satellite office
Marquette, Michigan June, 2011 Will be a satellite office
Reno, Nevada June, 2011 Will be a satellite office

Mr. POMEROY. You know, my time is so far over. Mr. Chair-
man, we might want to consider Subcommittee letters to OPM and
GSA both, asking that they do everything possible to facilitate the
wo]gk of the Agency in getting the ALJ number to where it needs
to be.

I thank you, and yield back.

Mr. ASTRUE. Okay.
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Chairman TANNER. Thank you, Earl. I agree, and maybe we
will have a hearing sooner than later to follow up on some of these
questions that are coming out. They are very good.

Ms. Schwartz, please?

Ms. SCHWARTZ. Thank you, Mr. Chairman. Thank you for this
hearing. I do want to follow up on what both looks like good work
and good progress. Still, the numbers seem really shocking to us.
We get calls all the time, of course, in our offices, and I noticed in
Pennsylvania, it’s still a year wait, basically, you know.

So, 1t’s hard to tell people “If you're lucky, it will be a year,” you
know?

Mr. ASTRUE. Yes.

Ms. SCHWARTZ. That’s kind of where we are. I both want to
compliment you on all the progress you’re making, and also say it’s
just not quite enough; we want more. We want it to be better, we
want it to be faster.

Mr. ASTRUE. If there were a magic bullet and I could do it fast-
er, I would. I think the problem has been that the system hasn’t
really been managed carefully. A lot of this is just good manage-
ment but it takes time.

Then part of it is capacity. It’s a combination of the systems in
operation not being good enough and not having enough capacity
in the right places, which we’re also working very hard to try to
equalize around the country.

When this large group of new offices start coming on stream this
summer, by the end of the year, calendar year, you should see huge
differences in certain parts of the country.

Ms. SCHWARTZ. I wanted to follow up on some questions I had
at the last hearing on this subject, I guess, in April.

Mr. ASTRUE. Yes.

Ms. SCHWARTZ. 1t was particularly about the use of the med-
ical exchange of information system.

Mr. ASTRUE. Yes.

Ms. SCHWARTZ. I want to follow up on the exchange of the in-
formation through technology, and understanding that you,
through the Recovery Act, had additional dollars for the exchange
of what is very complicated and sometimes very time consuming in-
formation to get, and that is the actual information on the medical
condition.

Could you update us on how much of that is information is now
being transferred or transmitted electronically?

Mr. ASTRUE. Sure.

Ms. SCHWARTZ. Has that, in fact, helped to speed things up?

Mr. ASTRUE. Sure.

Ms. SCHWARTZ. Also, how do you see this process moving for-
ward? To what degree is that sort of universally being applied
across the board, and helping in reducing the number of days?

Mr. ASTRUE. I think I and most of the senior people in the
Agency are really excited about this development, because this is
the one big paradigm changer in disability processing that we see
coming forward in the next couple of years.

We spend an enormous amount of our administrative time,
money, and effort chasing down medical records, and if that can be
more efficient and complete it will help tremendously. Even with-
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out trying very hard in the couple of pilots we have been able to
actually see what would work, we have been able to cut our proc-
essing times roughly in half.

It also is going to improve quality, because a major source of
error is we often don’t realize that the medical record is incomplete.
The claimant’s attorneys often don’t recognize that it’s incomplete;
particularly for certain psychiatric and sexually transmitted dis-
eases, claimants are often very reluctant to volunteer that that’s
really a major issue for them. So, it’s huge, in terms of timeliness,
it’s huge in terms of quality.

What’s frustrating is that we’re not there yet. It would make my
life so much easier, and life for the people we serve so much easier,
if they were ready. So what we’re trying to do is make sure, with
the money, that the systems that are being built by others are
going to be compatible with ours.

Ms. SCHWARTZ. Interoperability, yes.

Mr. ASTRUE. Jim Borland has had the lead for SSA over at
HHS, as they helped design the standard. We are spending a lot
of time with VA and DoD, as they design their standards to try to
make sure that it’s as seamless as possible.

I am hoping that, at the back end of this recession, there are at
least a few early adopters in the private sector that would make
our life a lot easier. For instance, Kaiser Permanente seems to be
further ahead than a number of others. If they were to have even
a third of their members in California on this, it could make a huge
difference in fixing the mess in California.

Ms. SCHWARTYZ. Well, they are moving ahead, and as you know,
the Recovery Act also provided an additional $19 billion for the pri-
vate sector doctors and hospitals to implement electronic medical
records. Those standards for interoperability and those Federal
standards, HHS is moving ahead on that, and should help. Al-
though it’s clearly not universal yet.

Could you give us some idea, though, about what percentage or
number of records you are now actually being able to obtain elec-
tronically?

Mr. ASTRUE. It’s time. I am with you on that. I would like to
see this today.

Ms. SCHWARTYZ. Yes.

Mr. ASTRUE. I am impatient. So we're piloting in Massachusetts
with Beth Israel Deaconess, and with Med Virginia, which has
been active in building the system that I think everyone is going
to be using for the transfer of this kind of health care information.

We have additional pilots that we’re using. With the 24 million
dollars under the Recovery Act, they're allowed to expand this and
accelerate it as quickly as possible, but it’s a little premature for
actual results yet.

Ms. SCHWARTZ. Because I would certainly like to see SSA, and
I mentioned this before, use electronic records similarly to the Vet-
eran’s Administration, which does have electronic medical records,
and it is interoperable.

Mr. ASTRUE. Yes.

Ms. SCHWARTZ. Any veteran anywhere in the country can ac-
cess their records, or at least their providers can, so that should
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help reduce some of the wait. In many cases, we’re obviously trying
to push states and networks and regional networks.

But again, maybe not for right now, but I would be interested,
as you are monitoring this, to see both how fast it’s going—I mean,
you can’t do this all yourself, you have to have them electronic on
the other end, you're absolutely right.

Mr. ASTRUE. Right.

Ms. SCHWARTZ. But to the degree of how much it’s helping the
Agency, how many days it’s saving, it’s pretty impressive to think
it could cut time in half. That’s pretty good.

Mr. ASTRUE. We haven’t built changes from this into any of our
assumptions yet. I think our actuaries need to see something a lit-
tle bit more concrete before they’re going to do it.

But I think when that curve starts to accelerate, it’s going to
move a lot of our numbers in a positive direction. It’s a very excit-
ing prospect, and that’s why we’re spending time and money on it
now. Because the sooner it gets here, the better it’s going to be for
everybody.

Ms. SCHWARTZ. 1 appreciate your efforts on this, and I know
that so do so many of our constituents who rely on this informa-
tion. I thank you, and we will continue to talk about it.

Mr. ASTRUE. Thank you.

Chairman TANNER. Thank you, Ms. Schwartz. Mr. Becerra.

Mr. BECERRA. Thank you, Mr. Chairman. Mr. Commissioner,
good to see you again.

Mr. ASTRUE. Thank you.

Mr. BECERRA. Thank you for the work that you have done. I
appreciate that you were able to come back to us and tell us that
you have made some progress in reducing the backlogs. We should
heed your warnings about what could happen in the future if we
don’t provide you with the resources that you need.

I want to focus on California. I know you have tried to get the
governor in our state of California to exclude the DDS workers
from the furloughs that he has instituted for state employees. I
know that we all know that he has not done that.

Now, the impact of those three-day furloughs per month is that,
essentially, 15 percent of the work is not being done on any given
month. If you take into account the size of the backlogs that al-
ready exist throughout the country, but certainly in California as
well, and you reduce the availability of services by 15 percent, just
across the board, not taking into account anything else, along with
the fact that you and others have testified and provided informa-
tion about the increasing caseload that’s coming in, the claims that
are coming in, an increase of about 15 percent in the last fiscal
year from 2008 to 2009, and expecting another 10 to 15 percent
over 2009 to 2010. Through probably 2013, I'm told, the estimate
is that we will continue to see an increase in case claims coming
in for disabilities.

To lose 15 percent for no reason whatsoever—because we're will-
ing to pay the money, the Federal taxpayers are willing to pay each
state the money to provide the services; the state of California, the
governor is not spending one red cent to provide a salary to the
people who would do these determinations—15 percent, more or
less, cut right off the top, on top of the fact that you see an ava-
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lanche of another 15 percent of claims coming, does that, to you,
lead you to conclude that the governor and the State of California
are making a good faith effort to provide effective services to Cali-
fornia’s disability applicants?

Mr. ASTRUE. Well, I think that you can’t take an action like
this without, at a minimum, harming timeliness, and potentially
hurting quality, as well.

A number of states are furloughing managers, but not staff. I do
not know what they think that does, but that is surely going to cre-
ate quality issues, too.

Mr. BECERRA. So, is that an effective way to administer that
program?

Mr. ASTRUE. No. This caught me off guard. I don’t think any
previous Commissioner has had to deal with anything like this be-
fore. The first state was California last December. It was, to me,
so nonsensical that, I will be honest, I was caught off-guard again,
because I thought it was a one-off.

I said, “Well, okay. This is a strange decision. What other state
is going to do this?” But then there was a steady pitter pat, and
I have probably spent 10 percent of my time this year trying to get
states not to do this.

Mr. BECERRA. Your use of the word “nonsensical” is perhaps
the best word I have heard so far about this process that the gov-
ernor in California is implementing.

I can’t imagine that it helps with any kind of uniform adminis-
tration of those disability services when you have people who can’t
come in to work, simply because the governor said, “You can’t come
in, even though the Federal taxpayers are paying the salaries of
those individuals as well.”

Mr. ASTRUE. Oh, yes. It’s devastating for morale, and we have
seen this. We have had about a dozen states where

Mr. BECERRA. Right. So let me ask you this, Commissioner.
Under the statutes, you have the ability to declare that the gov-
ernor and the State of California are not fulfilling their obligations
under our Federal laws to administer the programs that they have
said that they would accept under the Social Security Administra-
tion’s duties, and under the Social Security Act.

You have written a letter. The response was not positive. You tell
me now what you, as a Commissioner of the Social Security Admin-
istration, and therefore responsible for those thousands of Califor-
nians who are trying to get their claims processed, will do.

Mr. ASTRUE. We have some statutory authority.

Mr. BECERRA. You have lots of statutory authority. I can cite
you the section. I can read you the underlying portions or the yel-
low highlighted portions. You have lots of authority. You said it.
The governor has been acting in a nonsensical manner when it
comes to the ability of Californians who are disabled, or at least
claim to be disabled, to have their claims processed.

With backlogs that take hundreds of days to process, you have
a governor who has said, “You're not going to go to work and proc-
ess the claims of disabled Californians, even though I, as governor,
have nothing to do with paying you for the work that you are going
to do on behalf of those Californians who work very hard to have
a system in place so they could get their claims heard.”
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Mr. ASTRUE. Right. Certainly there is a factual predicate,
where we would have an obligation to step in. I am not sure I par-
ticularly want to advertise what that line is right now. I don’t
think that does anyone any good.

But what I would say is perhaps we should talk offline about
what some of the considerations

Mr. BECERRA. I will give you my personal phone number, if you
like.

Mr. ASTRUE. Okay.

Mr. BECERRA. Mr. Chairman, you have been gracious with the
time. But, Commissioner Astrue, I hope that you will do something
more than just write a letter, because it is unconscionable that a
chief of state would tell his people that they will not get services,
even though another level of government is providing every single
penny to provide those services. I think that is only nonsensical, as
you said, it’s unconscionable.

I thank you, Mr. Chairman, for the time.

Mr. ASTRUE. If I could just note, Mr. Chairman, we have actu-
ally done a lot more than writing a letter, too. We actually have
been working very closely with the unions and employee groups.
We have intervened and filed, essentially, a friend-of-the-court brief
in one of those cases in support of one of the unions.

We have been talking to editorial boards. I was actually in touch
with one of the major papers the day before yesterday in Cali-
fornia, talking at some length about this issue. So we are trying
to work this as best we can.

Mr. BECERRA. I apologize if I made the representation that you
were not doing more.

Chairman TANNER. Well, yes, I know you have spoken out in
editorial boards on the East Coast, and I would hope that you
would do so again on the West Coast.

Mr. ASTRUE. Yes.

Chairman TANNER. Ms. Sanchez.

Ms. SANCHEZ. Thank you, Mr. Chairman. Commissioner
Astrue, first I really want to applaud you for the work that SSA
has done over the past year, you know, in the face of, obviously,
very increased demand. SSA has managed to reduce the backlog,
and although it’s still longer than many of us would like to see,
progress is being made. First of all, I just want to commend you
for that.

I also want to commend you on your efforts to fight the furloughs
for DDS employees. As somebody from California, obviously that is
an issue that is of special concern to me, especially given that, as
my colleague, Mr. Becerra, said, California is going to face an in-
crease in the number of applications, and we are actually seeing a
decrease in the number of those applications that are being proc-
essed.

I, too, agree that the furloughing of employees, when it doesn’t
cost the state any money to have them working on those days, is
completely unconscionable. I was interested in your testimony say-
ing that you at first thought California was kind of an anomaly,
and then you had other states come on board. How many states,
all together, are furloughing DDS employees?




56

Mr. ASTRUE. It fluctuates almost on a week-to-week basis. The
current count is 9 across the board, and I think it’s been higher
than that. One of the frustrating things is you put a lot of effort
in and sometimes you think you’ve won the discussion. Then all of
a sudden there is another round of fiscal crisis, and then a state
legislative meeting and you’ve lost.

So, we have put a lot of time and effort into it. I think at one
point we were as high as maybe 15 states.

Ms. SANCHEZ. So you have had a little bit of success in con-
vincing some of the governors not to do this.

Mr. ASTRUE. We have. Often, to give credit where credit is due,
we have gone to the members of our committees of jurisdiction,
both here and in the Senate, to ask for help, because often, you
carry a lot more weight with governors. Matter of fact, you always
carry moyre weight with governors than I do.

Ms. SANCHEZ. Not to, you know, pat the California delegation
on the back, but in February I got members of the California dele-
gation to send a letter to the governor, specifically.

Mr. ASTRUE. Yes, you did.

Ms. SANCHEZ. The letter requested the Governor to not fur-
lough these employees. We got a response back that was pretty
much a non-response.

Do you have a more thorough explanation? Are they giving you
a r%tionale for why they want to continue to furlough these employ-
ees?

Mr. ASTRUE. Well, the original rationale that they gave us
turned out not to be true, which is that the unions were insisting
on it. In some states, that turned out to be true, because I think
the union positions around the country have been inconsistent. In
California, it turned out that that was not, in fact, accurate. We
ended up, as I mentioned, supporting litigation from one of the
unions in California.

Ms. SANCHEZ. What more can Members of Congress do to help
you try to combat this?

Mr. ASTRUE. I think what you can do, which is not easy, and
maybe in some cases not even fully appropriate for me to do, is
that you are all part of political networks in your home states.
Your majority leaders and minority leaders in your state legisla-
tures, they need to hear from you on these things.

Sometimes I can’t get to the governors. They get walled off by
staff or budget directors, or that type of thing. Usually I can get
through, but not always.

You need, I think, if you're in a state that is having these issues,
to try to educate the political establishment broadly. Because just
getting to one person won’t necessarily solve it over the long run.
So, anything that you can do in that regard would be enormously
helpful to us, and we would be very grateful.

Ms. SANCHEZ. Okay. Switching topics really briefly, last April
I read a New York Times article, the title of which 1s, “Insurers
faulted as overloading Social Security.”

The story discussed these whistleblower lawsuits against insur-
ance companies who were forcing their beneficiaries number one,
to file for disability claims with Social Security, and then to con-
tinue to appeal them over and over again if they’re denied. Other-
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wise, they’re not going to pay them benefits under their policies. I
was quite surprised and appalled by this sort of movement, and the
impact that it has on Social Security resources to process claims.

How much effort is the Administration putting into looking at
the role that outside entities are having in adding to that backlog?

Mr. ASTRUE. Sure. This issue has sort of heated up in recent
years. We've got a couple of studies going. We've got some results
for private insurers. We are also looking at the extent to which
states are requiring an application to us as perhaps an inappro-
priate barrier to welfare benefits in their own states, as well.

Certainly, we don’t condone either of these practices. In the qui
tam action in Boston that I believe generated a lot of the media
coverage, it was a split decision. The insurance companies lost a
few of those cases, they won a few of those cases. So, clearly, there
is abuse. We don’t condone that.

Our take so far is that the workload burden from the private in-
surance companies from these abuses is relatively small. We are
not persuaded yet that, in certain states, the comparable practice
on the public side might not be more of a problem. But it has been
difficult, getting the data to determine that. It is taking us longer
to run those studies.

So, I would say that for private insurance companies, it’s an
issue, but a very small one. We are not sure yet, with the state
agencies, how big a problem it is. We hope by some point next year
to have a better answer to that question.

Ms. SANCHEZ. Okay, thank you. Mr. Chairman, I would just
ask unanimous consent to be able to enter that article into the
record. I will yield back my time.

Chairman TANNER. Without objection.

[The information follows:]
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Insurers Faulted as Overloading Social Security
By MARY WILLIAMS WALSH

The Social Security system is choking on paperwork and spending millions of dollars a year
sereening dubious applications for disability benefits, according to lawsuits filed by whistle-
blowers.

Insurance companies are the source of the problem, the lawsuits say. The insurers are
forcing many people who file disability claims with them to also apply to Social Security —
even people who clearly do not qualify for the government program.

The Social Security Administration defines “disabled” much more stringently than the
insurers generally do, so it rejects most of the applications, at least initially. Often, the
insurers then tell their claimants to appeal, the lawsuits say, raising the cost.

The insurers say that requiring a Social Security assessment is a standard practice and that
there is nothing wrong with it.

The policies they sell allow them to coordinate their benefit payments with others to make
sure no one is paid twice. Thus, if a disabled person can get benefits from somewhere else —
like workers’ compensation, a disability pension or Social Security — the insurance company
can reduce the benefit check by that amount.

The flood of referrals, however, is making it hard for Social Security to respond to people
who are truly disabled, said Kenneth D. Nibali, the former top administrator of the Social
Security disability program.

“Anybody who is forced to come into this system, and who doesn’t need to be there, is
affecting someone else,” said Mr. Nibali, who retired in 2002 and is serving as an expert
witness for the plaintiffs. “They’re holding up cases for the people who have been waiting for
months and years, who in many cases are much worse off.”

http://www.nytimes.com/2008/04/01/business/01disabled.html? r=1&pagewanted=print 12/15/2009
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Already, the disability program is in much worse shape financially than the old-age portion
of Social Security. It is projected to run out of money in 2026, 16 years ahead of the old-age
trust fund.

The disability caseload is also expected to grow as the work force ages, since recovery time
increases with age. The number of people waiting for hearings on their claims by an
administrative law judge has more than doubled since 2000, and the average wait has
grown to 512 days in that time, from 258 days.

The Social Security Administration is not an active participant in the lawsuits and declined
to comment on them. A spokesman, Mark Lassiter, said Social Security does not keep track
of how many of its roughly 2.5 million annual applicants for disability are referred by
insurance companies. But he cited academic research showing that 18 percent
acknowledged privately that they were unqualified, because they could still work. “It is
probable that many of these claimants were required to apply,” Mr. Lassiter said.

Jessica Ortiz, a 27-year-old gas station attendant in San Diego, said that was what happened
to her. Her disability insurer, the Unum Group, called more than 10 times after she was hurt
in a car crash, insisting that she apply for Social Security and asking repeatedly where her
application stood. Unum was paying her only $50 a month under her policy, she said, which
seemed a small amount to merit so much attention.

She did not need or want money from Social Security, and did not think she was entitled to
it. Her doctors had told her she would recover, and Social Security is limited to people
whose disabilities are total and permanent. But she applied because Unum insisted, she
said.

Ten months after her accident, Ms. Ortiz returned to work. Social Security turned her down,
as she had expected. People who can work are by definition unqualified for disability pay
from the government. But when she told the Unum representative what had happened, he
told her she could still appeal.

“If  were the government, I'd be pretty upset,” she said. “No wonder the pot could run out
of money.”

When the circumstances of Ms. Ortiz's case were described, a spokesman for Unum said he
could not comment without reviewing her case file. The spokesman, Jim Sabourin, said the
company believed that it always had valid reasons for telling people to apply for Social
Security.

ittp://www.nytimes.com/2008/04/01/business/01disabled.html?_r=1&pagewanted=print 12/15/2009
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Forcing people who are injured to apply for Social Security before paying their claims
appears to bolster insurers’ profits in several ways. If claimants refuse to apply, the insurers
can simply stop paying their benefits, said Dawn Barrett, an employee of the Cigna
Corporation, who grew frustrated sending people to Social Security and who is now a
plaintiff in one of the lawsuits. More typically, she said, people apply for Social Security
when an insurer tells them to. That allows the insurer to reduce its claim reserves, money
that is kept in conservative investments for benefit payments. And in the insurance industry,
smaller reserves mean bigger profits.

“It’s all about the numbers,” Ms. Barrett said.

Finally, disability insurers tell many of their claimants to appeal Social Security’s rejections
again and again, until some are finally accepted. Then the insurers can take those people off
their rolls, shifting the cost to the government.

Whistle-blowers have filed lawsuits against the Unum Group, America’s largest disability
insurer, and Cigna, another large one, though there is no dispute that the Social Security
requirement is an industrywide practice. Unum, with revenue of $10.5 billion, paid
disability claims of $4 billion last year.

Both companies said their claims practices were fair, legal and consumer-friendly.

“Our goal is to ensure that each member receives all of the benefits to which he or she is
entitled,” said Jill Roman, a spokeswoman for Cigna.

The lawsuits do not fault the idea of coordinating benefits with Social Security and workers’
compensation. Instead, they contend that insurers are recklessly dumping people on Social
Security’s doorstep, without properly screening them to make sure they have a chance of

qualifying.

The typical long-term disability policy says workers can collect when they are unable to do
their own jobs for some period, usually more than five months. Social Security, by contrast,
will pay only those people who are so badly disabled they cannot do any job at all. The
disability must be one that will last more than 12 months or that will lead to death within
that time.

Mr. Sabourin, the spokesman for Unum, denies the suits’ accusations and says that his
company does screen people. He said Unum considered it in the best interests of its
claimants to try for Social Security, because the federal program offers advantages over

http://www.nytimes.com/2008/04/01/business/01disabled.html?_r=1&pagewanted=print 12/15/2009
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private insurance. Even though the federal requirements are tough, he said, Social Security
has certain exceptions and trial programs that Unum'’s claimants might qualify for.

Unum is also concerned that the lawsuits might lead to changes in federal rules that require
Social Security to vet all applications thoroughly. Any changes might drive up the cost of
disability insurance premiums, Mr. Sabourin added. Unum plans to file a motion for a
summary judgment in its lawsuit, which is in Federal District Court in Boston. The case is to
be heard this fall.

Both whistle-blower lawsuits cite the federal False Claims Act, a law that allows affected
government programs to recover triple damages. The lawsuits were brought by people
contending that the insurers were knowingly committing fraud.

Mr. Nibali, the retired Social Security administrator, says the disability program has “an
open-door policy” and is required to seriously consider all applications, even those that
might seem improbable. While deciding whether a 65-year-old should get retirement
benefits is relatively quick and easy; deciding whether someone should get disability
benefits is not. The Social Security Administration compiles detailed medical records, sends
applicants to doctors for examinations and tests, reviews their work histories and sometimes
interviews their friends and relatives,

Rejections can be appealed again and again.

“A person can come in and file a disability claim with us as many times as they want to,” Mr.
Nibali said.

Linda Simmond, a 41-year-old mother in Atlanta, has been at it for four years. She worked
as the supervisor of 10 Little Caesars pizza shops in Detroit but had to stop when she was
found to have carpal tunnel syndrome, a wrist injury, from rolling out pizza dough. Surgery
did not help.

Little Caesar Enterprises was insured through Unum, which started paying Ms. Simmond
disability benefits of about $1,780 a month, but told her she had to apply for Social Security.
She did so, and was rejected. Ms. Simmond thought that was correct.

“I'm not totally disabled,” she said. “I've seen people with one hand, no legs, working, so 1
know I can do something.”

Unum told her to appeal. She refused. Unum stopped sending her checks. After several
months with no income, Ms. Simmond relented and filed the appeal. Unum then resumed

http://www.nytimes.com/2008/04/01/business/0 1 disabled.html?_r=1&pagewanted=print 12/15/2009
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her payments — but before long, Social Security rejected her again, and the whole cycle
began anew.

Unum is now paying Ms. Simmond her benefits, but warning her that if she does not apply
for Social Security again, it will stop her checks a third time, she said. “I need my benefits,”
she said. “T have two children. I have a lot of debts. I'm going to have to do it, but I don’t
believe in it.”

When Ms. Simmond’s situation was described to him, Mr. Sabourin said he could not
comment on it without reviewing her case file.

Mr. Nibali has calculated that it costs $1,180, on average, to process a single Social Security
disability application to the first decision, usually a rejection. If the applicant persists
through the first three levels — the initial review, a reconsideration and a hearing by an
administrative law judge — the case will cost the system an average of $4,759, he found. It is
possible to appeal even higher, adding further to the cost. Lawyers from the firm Phillips &
Cohen, in Washington, who are representing the plaintiffs, have been working with
statistical samples. Their numbers suggest that the industry has been sending tens of
thousands of dubious claims to Social Security, costing the system hundreds of millions of
dollars over the last decade.

Mr. Nibali said he believed that Cigna, Unum and other disability insurers had enough data
on their elaimants to weed out many meritless applications before sending so many people
to Social Security. That would help the program’s finances, he said. “We're not here to give
money away.”

Copyright 2009 The New York Times Company
Privacy Policy | Search | Comections | RSS| | First Look | Help | Gontact Us | Work for Us | Site Map |
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Chairman TANNER. Commissioner, before we move to a non-
Californian, may I——

[Laughter.]

Chairman TANNER. May I ask you to provide us with a copy of
the legal filing that you all made in the California case?
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Mr. ASTRUE. I would be delighted to, thank you.
[The information follows:]

JAN-11-2018 15:12 P.33745

INSERT FOR PAGE 47, LINE 1054
We have attached the following legal documents:

1. A "Statement of Interest” that the Department of Justice submitted on our behalf in
UAPD v. Schwarzenegger.

2. A *“Declaration” that our San Francisco Regional Commissioner, Peter Spencer,
submitted in SEIU v, Schwarzenegger. Mr. Spencer also submitted this declaration in

UAPD v. Schwarzenegger.
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affect the legal issues raised by Plaintiff's petition. As discussed below, the action taken by the
State of California that led to this litigation—namely, the farloughing of State employees who
perform functions that are cssentially federal in nature and that are funded with federal money—
is not only inconsistent with California's federal legal obligations but unsupported by the
articulated reason for the furloughs in the first place. The Court should therefore rule in favor of
Plaintiff on the question of the legitimacy of the furloughs,
STATEMENT OF THE CASE

In this action, the Union of American Physicians & Dentists (UAPD) challeages
Executive Order $-16-08 (“the Order”), Issued by Govemor Arnold Schwarzenagger on
10 || December 19, 20108, which mandates furloughs of two days a month for all California state
11 lemplayees until June 30,2010," The Ordor applies to all represented state employees and
12 || supervisors, “rejsardless of funding sources,” even though the reason cited in the Order for
13 ||implementing the furloughs ia a flscal crisis arising from a deficit in the state General Fund,
14 ||UAPD, which reprosents state-employed non-maaagement physicians and dentists, seeks a writ
15 {of mandate against the Govemor and verious state agencies on behalf of UAPD members who
16 || work for defendant agencies and who are paid from sources other than the General Fund,
17 This case is of particuler interest to the United States because it involves state employees
18 {who perform an cssentially federal function. Specifically, UAPD includes employees of the
19 || California Department of Social Services (DSS) who evaluate Social Security Disability
20 (fInsurance (SSDI) and Supplemental Security Income (SSI) claims (collectively, Disability
21 ([Determination Services Division, or DDSD, employecs). As explained in greater detail herein,
22 fthe salaries of these employees are fully federally funded under the Social Security Act (“Act™),
23 (|78 42 U.8.C, § 421, and their functions are defined by federal regulations. The United States
24 ({contends that the furloughs, which have already had—and continue to have—a significant
25 {| sdverse impact on the adjudication of disability claims, contravene California’s obligations
26 ||under federal law,

27
2¢ || The Govemor subsequently tssued another Excoutive Order (8-13-09), effective July 1, 2009,
expanding the furloughs to three days per month,
2
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28 U.B.C. § 517 authorizes the Attorney General to send any officer of the United States
Department of Justice “to attend to the interests of the United States in a suit pending in a court
of the United States, or in a court of & State, or to aitend to any other interest of the United
States.” Under this statutc, it is not required that the United States intervene in order 1o
reprosent its interests. Indeed, it is common practice for the United States to choosz nof to
become a party but 1o file a Statement of Inferest at the trial lsvel in both federal and state cases,
including cases in Califomia state court. See, e.g., Exhibits A, B [California trial court orders
reflecting statements of interest filed by U.S.); see alvo Samue! C. Johnson 1988 Trustv.
Bayfield Ciy, 2009 WL 1850646 (W.D. Wis. June 26, 2009) (“Although the United States has
not moved to intervene. .. its stake in the outcome of this case is significant. ., Accordingly, T will
txéat its arguments as thosc of an amicl curiae."); Weixum v. Xilai, 568 F. Supp. 2d 35, 35 (D.
D.C. 2008) (“Before the Court are a Suggestion of Ii'umunity and Statement of Interest filed by
the United States, who is not a party in this matter”y, Northern Mich. Hospitals, Inc. v, Heaith
Net Fed. Sves, LLC, 2008 WL 2233964, *5 (D. Del, May 30, 2008) (holding U.S. was neither
real party in interest nor a necessary and indispensable party, and nofing that in its staterent of
interest U.S. “explicitly disclaimed a desiro to be & perty"); Tyler v. Swmith, 472 F, Supp. 2d 818,
820 (M.D. La. 2006) (noting U.S. declined to intervene but filed a statement of interest pursuant
t0 28 U.S.C. § 517); of Sea Hunt, Inc. v. Unidentified Shipwrecked Vessel or Vessels, 22 F.
Supp. 2d 521, 526 (E.D. Va. 1998) (rejecting 1.8, attempt to intervene pursuant to 28 US.C. §
517 and holding that “the proper way for the Unifed States to assert its interest js through en
emicus bricf or a statement of interest on its own behalf™).

Trial courts rourinely accept and consider statements of interest submitted by the United
Stares under such circumstances. These statements often prove useful to the court’s
understanding of specific issues that may be integral to their decision, even in cases where the
United States is not & party. Ses, o.g,, Exhibits A, Bj ABC Charters, Inc. v. Bronson, 2009 WL
3

STATEMENT OF INTERBST OF UNITED STATES CASE NO, RU09456684
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1010435, *4-5 (3.D. Fla, Apr 14, 2009) (adopting and incorporating by reference U.S, position
as set forth in its statement of interest); Samuel C. Johnson 1988 Trust, 2009 WL 1850646 .
(finding, after consideration of statement of interest, that U.S. retained reversionary interest in
right of way over plaintiffs’ properties); Gonzalez Paredes v, Vila, 479 F. Supp. 2d 187, 193
(D.D.C. 2007) (noting U.S. atatement of interast entitled to “great deference"); see also
Northern Mich. Hospltals, 2008 WL 2233964 at *5 (citing U'S. statement of interest), Weixum,
Sﬁ_! F. Supp. 2d at 38-39 (same); S.EC. v. Nacchio, 2008 WL 2756941, *2 (D. Colo. July 14,
2008) (same); Tyler, 472 F. Supp. 2d at 822, 824, 826, 827, 829 (same); eSpeed, Jrc. v.
Brokertec US4, L.L.C., 2004 WL 62490, *1, *3 (D, Del. Jan. 14, 2004) (same); United for
Peace and Justice v. City of New York, 243 F. Supp. 2d 19, 2] & n.3 (3.D.N.Y. 2003) (same),
The Unitsd States submits that the present casc warrants & statement of its interest but not
intervention. Nor is it aware of any Californie authority that indicates it is precluded from
following this course in California trial court. In fact, as it has already demonstrated, there is
precedent to the cantrary. See Exhibits A, B; of. Jersey Mald Milk Prods. Co., Inc. v. A4,

Brock, 13 Cal. 2d 661, 665 (1939) (noting that where proposcd intervenors did not have
sufficiently direct interest in litigation, they were permitted to file briefs as amici curiae).
Accordingly, the United States raspectfuily requests that the Court consider the Statement set
forth below,

Il Californis js Responsible for Prompt and Accurate Disability Determingtions
Under the Social Securjtv Act, and May Not Retain Unused Diggbflity
Determination Funds for Any Other Purpose.

The payment of disability insurance and SSI benefits is govemned by Titles 1 and XVI of
the Social Security Act and the regulations implementing the starute. Title II provides disability
insurance benefits to persons who have contributed 1o the program and are disabled as defined
by the Act, while Title XVI provides SSI benefits to persons with limited income and resourtes
who are aged, blind or disabled as defined by the Act. See 42 U.S.C. §§ 401-434, 1381-1383£
Under Section 221(a) of the Act, the determination of whether or not an individual is disabled
under the Act, the date the individual’s disability began, and the date on which the individual’s

4
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disability ceases “shall be made by a State agency...inany State that notifics the Commissioner
of Social Security in writing that it wishes to make" thesc disability determinations. 42 U.S.C, §
421; see also 20 C.F R. §§ 404.1601 ef seq., 416.1001 et seg. :

Under this framework, the state and federal governments each bear specific legal
obligations to cnsure efficient, cffective processing of disability and SSI claims. The statute
aisthorizes the Commissioner of Soclal Security o sct regulatory and other standards for
adminjstration of the program and to monitor the state’s compliance with thess standards. See
generally 42 US.C. § 421,20 CF.R. §§ 404.1603(b), 416.1003(b). In addition, the Social
Security Administration (SSA) provides federal funds to the state to defray all necessary costs of
making disability determinations, See 42 U.S.C. § 421(c); 20 C.F.R. §§ 404.1603(b)(3),
404.1626(a), 416.1003(b)(3), 416.1026(g). All such funding must be used for that purpose
alone, and any money that is ot so used must be returned to the United States. 42 U.S.C. §
421(f); see also 20 C.F.R. §§ 404.1626(f), 416.1026(f); Ditto v. Sternberger, 145 Md. App. 469,
492-93 (2002) (“{F)ederal funds paid to the state that are earmarked for soclal socurity disability
benefits payments may be used only for disability benefits payments, Any excess of funds sfter
distribution of payments are to be returncd to the United States Treasury.").

The states, for their part, arc “responsible for making accwrate and prompt disability
determinarions,” and to that end are required 10 provide “the organizational structure, qualified
personnel, medical consultant services, and a quality assurance function syfficient fo ensure that
disability determinations are made accurately and promptly.” 20 C.F.R. §§ 404.1620(e) & (b),
416.1620(a) & (b) (emphasis sdded); see also 20 C.F R, §§ 404.1603(c)(1) & (2),
416.1003(c)(1) & (2). Additionally, a state must, ™o the best of its ability, facilitate the
processing of disability claims by svoiding personne) freezes, restrictions against overtime
work, or curtailinent of facilities or activities. 20 C.F.R. §§ 404,1621(d), 416.1021(d).

In short, in making cvaluations of a disability under the Act, the siate is acting on behalf
of the federal government. As such, it must follow the applicable standards csablished by the
federal government, See S. Rep. No. 408, 96th Cong., 18t Sess. 55 (1979) (noting that purpose
of 1980 Disability Amendments was 1o "strengthen Federal management” of the program by
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giving federal government “tho autharity to establish, thxough regulations, the procedures and
performance standards for the State disability determination procedures. . States would have the
option of administering the program in compliance with these standards or tarning
administration over to the Federal Government.”). California, having elected to participate in
the federal disability benefits program, must comply with the mandatory requircments g
established by Congress set forth in the Act and with the federal regulstions duly promulgated
thereunder, Jd. '

nL

In the past year, with the worsening national economic crisis, there has heen & substantial
increase in applicants for federal disability and SSI benefits. Yot fewer Califomia claims are
processed for each furlough day that is spplied to the DDSD cmployees under the Govemor's
Executive Orders, leading to increased delays in the payment of claims to California citizens
who need the assistance these benefits provide. The furloughs have also only exacerbated the
backlog of disability claims, which SSA has prioritizod reducing and eventually climinating in

enticipation of the rise in claims to follow the aging and retirement of the “baby boom”
generation. Moreover, the furloughs undercut the intent of the American Recovery and
Reinvesment Act of 2009, Pub. L. 111-5, Div. A, Title VIII, which specifically directed a pant
of its federal stimulus package to snﬁpon disebility clnims processing in an effort to reduce the
backlogs and assist disabled Amcric.ém in the current difficult economic climate.

These negative efficts demonstrate that, in implementing the Executivo Orders at issue in
this case, California is failing to mee! ts obligations under the Social Security Act. See Section
L, supra, The mandatory furloughs undermine California’s ability to make prampt and accurate
digability determinations under the r;:lew.nt federal regulations, and run directly counter to its

Tesponsibility to “facilitate the processing of disability claims by avoiding ... restrictions ageinst

overtime work, or curtailment of faciliﬁes or activities." See /d. It is unavailing for Defendents

to argue that California is fulfilling these responsibilitics to the best of its ability, given the total
6
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giving fedoral government “tho autharity to establish, through regulations, the procedures and
performance standards for the State disability determination procedures. .. States would have the
option of administering the program jn compliance with these standards or mming
sdministration over to the Federal Government.”). California, heving elected to participate in
the federal disability benefits program, must comply with the mandatory requircments '
established by Congress set farth in the Act and with the federal regulations duly promulgated
thereunder. Jd.

OL  The Furloughs Are Inconpistent with Calfornia’s Qbligations Under the Social
Secority Act,

In the past year, with the worsening national economic crisis, there has been a substantial
increasc in applicants for federal disability and SSI benefits. Yot fewer California claims are
processed for each furlough day that is applicd to the DDSD employees under the Governor's
Executive Orders, Jeading to increased delays in the payment of claims to California cltizens
Who need the assistance these benefits provide. The furloughs have also only exacerbated the
backlog of disability claims, which SSA has prioritizod reducing and eventually climinating in
anticipation of the rise in claims to follow the aging and retirement of the “baby boom”
generation. Moreover, the furloughs undercut the intent of the American Recovery and
Reinvesment Act of 2009, Pub, L, 111-5, Div. A, Title VIII, which specifically directed a part
ofits federal stimulus package to suﬁpon disability claims processing in an effort to reduce the

backlogs and asslst disabled Americans in the current difficult economie olimate.

These negative effects demonstrate that, in implementing the Executive Orders at issue in
this case, California is failing to mee} its obligations under the Social Security Act, See Section
L, supra. The inandatory furloughs pndermine California's ability to make prompt and sceurate
disability determinations under the relevant federal regulations, and run directly counter to its
responsibility to “facilitate the processing of disability claims by avoiding ... restrictions against
overtime work, or curtailment of facjlities or activities. See /d, 1t is unavailing for Defendants
to argue that California is fulfilling these responsibilities to the best of its ability, given the total
6
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|| precluding SSI benofits to juveniles in privately owned group homes was entitled to deference),

lack of rational justification for its application of the furloughs to DDSD employees who are nor
being paid out of state funds but who for no other discernible reason are being impeded from
carrying out thewr duties, Furthermore, the Court should give substantial deference to the SSA
regarding the proper construction of its own regulations. Thomas Jefferson Univ. v. Shalala,
512 U.S. 504, 512 (1994) (“Qur task is not to decide which among several competing
interpreiations best serves the regulatory purpose, Rather, the agency’s interpretation must be
Riven “controlling weight unless it is plainly erroneous or inconsistent with the regulation"),
See also RCJ Med. Sves., Inc. v. Borta, 91 Cal. App. 4th 986, 1010-11 (2001) (epplying Thomas
Jefferson standard to find federal Heslth Care Pinancing Administration’s construction of its
own regulation regarding delegation of responsibilitics by state Medicaid agency was entitled to
deference); Dep't of Health & Human Sves. of State of Washington v. Chater, 163 F.3d 1129,
1133-35 (9th Cir. 1998) (Social Security Commissioner's interpretation of regulation as

Iv: is Case i tingnishahle rlopgh Cases Before d
ers 5 Are Not Related to the 8D.

While the United States takes no position on the pure state law issues raised by the
Petitlon, it notes that to the extant Defendants rely on the opinions of Judge Patrick Marlette
denying certain writ petitions that were filed earlier this year in Sacramento County Superior
Court, those cases are clsarly distinguishable.” Although Judge Marlete rejected these eastier
challenges to the Order on the grounds that the Governor had statutory autherity to reduce the
hours of state employees pursuant to Sections §§ 19851 and 19849 of the California
Govemment Code, this conclusion was based on his reasoning that

? Thres of these sults—Professional Engineers In Cal. Goy't et al, v, Schwarzenegper (Case No. 34~
2008-80000126) (hercinafier PECG), Cal. Atrys., Admin. Law Judges & Hearing Officers in State
Employment v. Schwarzenegger (Case No. 2009-80000134), and Service Employees Int'l Unlon, Local
1000 v. Schwarzenegger (Case No. 2009-800001 35)—were filed in close succession in early January in
ths Sacramento County Superior Court, were stipulated as heing related, and accordingly wero heard and
decided together by Judge Merlette, A fourth case, Cal. Correctional Peace Qfficers’ Ass'n v,
Schwarzonegger (Case No. 34-2009-80000137), which was fled slightly later, was also heard and
decided by Judge Marlette in early February.

' 7
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[u)nder the circumstances of the current fiscal crisis, the reduction in the workweek of
state employees under the furlough order is indlsputably related to the needs of the
various suate agencies, which, from the evidence respondents have submitted to the
Court, sun the imminent risk of running out of money and thus being unable to carry out
their missions, if immediate action fa not taken to reduce expenditures.

January 30, 2009 Order at 7; February 5, 2009 Order at 5-6 (emphasis added).

No such justification exists here. Imposing furloughs on specially funded employecs like
the DDSD employees is not reasonably, let alone indisputably, related to the needs of the
defendant agencles, since the money used to administer the DDSD is not part of the state
General Fund.® Nor is the DDSD in any imminent danger of unning out of money, given that
itis fully federally funded, Indeed, the only threat that is preventing the DDSD from carrying
out its mission is not lack of funding but the state’s unautherized imposition of furloughs on
employees who fulfill a federal function. Furloughing DDSD employees only impedes SSA's
ability to provide critically needed federal benefits to some of the most vulnerable members of
California society. Given that the furloughs do nothing o alleviate the State's fiscal problems,
there is simply no reason to enforce them with respest to DDSD employees.

CONCLUSION
For the foregoing reasons, the United States respectfully requests that the Court grant
'UAPD's Verified Petition.

Dated: October 15, 2009 Respectfully submitted,

TONY WEST
Assistant Attorncy General

JOSEPH P. RUSSONIELLO
United States Attomey

’Aslmihrpaintwappumﬂyrﬁudnmlummtinthu’EﬂGmc,whmlhcpaiﬁommwd
that many of their membors wece employed by special fimd agencies and that the Excoutive Order, being
targoted at the General Fund deficit, was thus not reasonably related to the nesds of those agencies.
H or, Judge Marlette decli d to rule on this issus bocauss it was not raised in any of the petitions
end no evidenco had been submitted 1o support it, 1/30/09 Order a1 9 n.10,

8
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2. Lam Very famiilisi vith How the €alifortia Departrsent f Soaisl Services, Disability
Determination Services Divisiqy (*DDSD?) handles disubility determinations. for SSA's Social
||Security Disabiliey lnsurasics snd Suppiemental Secarity Iricome programs. The determinstions
mads by the DDSD includs oncs the ipvolve initial beoais olalms; reconsiderstions of claims
(appeals of taitia] dotenmtinations), 10l coutinuligg disebilizy reviews (“CDRs" (medical reviews
Af those who were provicusty aparded benefits).

3. Theve reviswed: wndm%wm&:mmﬂu "Memorandom of
Points mmmmnrnﬁw;aqm for Writ of Mandate.
(“Respondeats’ UAPD Memormadus®) in Union: of American Physicians and Dentists v.
10 || Sehwarzenegger, No; RGO5456884; fled on November Z 2009; inaddition, | havs reviewsd
11'}|the Deslaration of Jos Carlin in Support-of Opposition 4o AP Request for Writ of Mandate,
12 || dated October 28, 2009 (“Castin Deck. ") and the Deslaration of Robeft Stavis in Opposition to
13 || Petitioner's Writ of Mandate in'the instant cage:
14 Continuing Disabiilty Review Targsts .
15 4. In the UAPD case, Redpandents siats thét, “fajs.of Sepiember 30, 2009 (the end of the
16 || foderal fiscal veur), the DDSD hid proecased 22, 947 [conlimuing disabllity] reviews (oaly 18
17 |{reviews short of complote campliatics with our target).” Respondesits” UAPD Meriorandum,
18 {{en7 (clting Cerlin Detl. 19). My, Calin's stateinent pravides the figure for the reduced CDR
19 || eanget traz rige thio Grigirial, pre-Firlcugh targid.
20 5. The DDSD baghis fedéial fistal yaar 2009 with a targef of piticsssing appiroximetely
21 |32,000 CDR4. . After the State isslitierited the filongh deyi in Fobruary 2009, the DDSD
22 || equiegted st SSA réthuce ity processing trget by 8,000 CDRs.s0: it could give.priority to
% || mecting s target for initigl disebitity detessiinativns. CIRs sre mandated by section 221(3) of
24 |the Soxiat Sacurity Act, 42 U8, §461(); end the implementing regulasions at 30 C.F.R.
2
26
27
28
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§8404.1589, 404.1590. 416,989, 416,990 €2009). I ordée 1o enpure that he California CDRs
were completod, 534, shifed 10 ther SSA. roginns e processing of the additionat 9,000 CDRs
originally ingluded in the DDSD's processing target.
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6. Processing Tiimes: Respondents! statement tint “the DDSD coninues to process
clsits in-a time betser et the national avenige"is misleading. Respondents' UAPD
Memorandum, &t 7 (iting Gastin Deal. § 7). While it s trio tiar, & oF September 30, 2009, the
DDSD's average processing tione for:Inirial disability determinations was lower then the
national avierags, this is oaly one sspett o DDSD's warkioad, 1:am concemed that the ability of
DDSD to handis elf asgecis of its: Soclal Sesurity worklosd is rapidly deterioreting, For
ingtance, DDSD is also responsitle for processing reconsideations of initlal disability
desermimations, From Ssptomber 30, 2008, 10 October 2009, the national average processing
ime for regonsiderations increased by 3.1 %, or 2:5 days; frorn 73.3 days to 75.8 days. In
California, aver the same perfod, the DDBD! average proosssing time: fér recoasidenstions
increased by 22.3%, or 13.6 days, from 60.9'days 10.74.5.days. ‘Also, SSA estimetes that 1,476
12 || fewer Califomia cases are processsd for eah furlough day that is applied to the: DDSD
13 || employees, and that the fiirloughs delay the payment of cleims to Califomis cltizens who need
14 mmss;\m provide'af.an sverage tato of over $420,800 per day.

5 5 gr opmamal Units; Pribe to the futloughs, the DDSD assigned
16 dimithulm mmadm chses 10 Hop-unit sxaminers within 24-48 hours, In
17 JiJuly 2009, DDSD' establishis Deviélopamest Unils end'usés these umits 1o assign cades loa
18 }{ “pool.” rather thad a spévific examiner, 1o initiate éasé developicht. These casés arc assigned
19 Jito & specific examinier after 30 dgys in the-poaléd unit. The volune of cases.in the
20 || developmental pool sints Sty 2009 hes avesaged 3,000 0 5,000 pending casés for any given
21 [|week, Such.a propess requires axtca administrative handling, invelves multiple examiners in 8
22 |(single caso; and creates inofficient hand-offs that do agt exist with direct case assigement,
23
u
25
26
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These additional steps have the nem effeps of increasing provessing time on these cases.

8. “Staged” or Backloggad.Cowes: Priorte thefrloughs, the DDSD assigned all cases o
lisie-tnil, exansiners within 24-A8 howss. In Seplember 2009, the DDSD began “staging” initisl
olaimg and reconsiderations. “Seagad-oases™ are, in essence, & backlog, us thoss otscs arc simply
27 |\ set asigie: with no development.initisted untl] some lasge paint when they.can be gssigaed. These
28 ||staged canes will evenpually cavse a significant degradstion in processing time. ‘With the
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are projacid to be aipeokimintely 8% more (in can'bie processed with avaliable funding, Asa
resul, the number of pntting alhimis. iz eomsied to incresse in a1l State disability determination
servieds. Huwever, SSA hax 3 adticnal multi-yepr strutegy 10 redyie the number of pesding
elaimns to/a0 oimal level by 2013. Respondents’ ogniinued aziplicetion of the furloughs to the
federally-futed DDSD wil fpedi i ability 1o poosess claims titnely and effclently. 1f
DDSD emplayeps:bitve. loss production time, they. wil progess Iess woek.

foregsingis irue: und comrest. Bxecuted oa this 9 day-of Nevomber, 2009, in Richmond.
Callforia,

Chairman TANNER. Thank you. Mr. Kind, you are recognized.

Mr. KIND. Thank you. I may not be from California, but my an-
swers may not be any easier. But, first of all, thank you, Mr.
Chairman, for holding this very important hearing. Mr. Astrue,
thank you for being here.

While progress is being made, and I congratulate you and thank
the Agency for the priority you have placed on the backlog issue,
it’s clear more work needs to be done.

Mr.

ASTRUE. Absolutely.
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Mr. KIND. I also want to thank you for the quick response that
the Agency provided in my request to have video teleconferencing
equipment installed in Lacrosse, Wisconsin, which had a large
number of backlogs.

But that was quickly responded to. The equipment is in. It’s
going to reduce now the travel time and the expense and burden
for applicants and their representatives, and the administrative
judges, as far as moving around the state in order to deal with the
huge backlog in western Wisconsin.

Having said that, I also took a chance or a moment before com-
ing over here to take a look at the processing time in Madison and
Milwaukee, in particular. I know we’re facing some big issues, but
if you look at the average processing times for the hearing offices
around the country, I see that Madison hearing office has an aver-
age processing time of 588 days, which ranks 135 out of 143 offices,
nationwide. Milwaukee is 552 days, which is 124 out of 143, both
of which have more than doubled the processing time of the fastest
office.

And I am wondering if you have any information to share why
this is occurring in Wisconsin, why the processing time is so slow
there.

Mr. ASTRUE. That’s a very fine question. One of the things that
I figured out a few months after I became Commissioner was that
I was walking into a situation with horrible national backlogs. But
when I really had a chance to get deep into the numbers, it was
clear that we had a distribution issue around the country.

Essentially, the infrastructure of our hearings office hadn’t
changed in 20 years. It was the same number of offices in the same
locations with the same number of judges, and the demographics
of the country have changed enormously in that time period.

As bad as the backlog was in many places in the country, if I you
actually take your fingers on a map of the United States—I used
Madison, Wisconsin on the west, and the eastern shore of Michigan
on the other—and slide down, then start angling to the east, and
then end up in Florida, you see case filings per administrative law
judge a few years ago of three or four per day. As much as we're
pushing for more productivity, no judge is fast enough to decide
that many each day.

Mr. KIND. Right.

Mr. ASTRUE. In my lifetime, no judge is going to be deciding,
four cases per day. We've got other places, like New Haven, Con-
necticut, where they’re only taking in half a case per judge per day.
So, there is a misallocation around the country.

So, we spent a lot of time with the selection of these new offices
looking at the demographics of the country for population growth
and also looking at filing incidence, because there are some places,
like Michigan, that have been in chronic recession since 2001,
where the filing rates are very high, and we’re trying to equalize
that around the country.

Mr. KIND. Well, I am glad to hear that you are sensitive to the
caseloads.

Mr. ASTRUE. For Wisconsin, the key thing is that we are up-
grading the satellite office in Madison to a full hearing office.

Mr. KIND. Yes.
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Mr. ASTRUE. GSA is on schedule for that for June of next year.

Mr. KIND. Well, I appreciate that. Obviously, there are some
issues still.

But, Mr. Chairman, I just received, on November the 6th, a let-
ter from a friend, an attorney, who represents many Social Security
applicants from western Wisconsin. I would like unanimous con-
sent to have this introduced to the record at this time.

Chairman TANNER. Without objection.

[The information follows:]
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JOHN A.KAISER

ATTORNEY AT LAW

November 6, 2009

Social Security Subcommittee
United States House of Representatives

Dear Social Security Subcommittee:

| understand you are holding a hearing on November 19 regarding the disability
program and its backlogs. | would like to give you an idea of the severe personal toll
the backlog is taking on disabled workers in Western Wisconsin.

Over the paét 33 years, | have represented thousands of Social Security
applicants. The wait for decisions and payments at all stages of the process have
seemed to get longer and longer.

Here are three examples of how these delays are affecting the lives of disabled
workers, all of whom had long and productive work lives and have always “played by
the rules”.

A middle-aged Eau Claire area woman became disabled, when her knees
deteriorated to the point where she needed knee replacements. Her knee conditions
have led to back problems causing chronic pain for which she has to take highly potent
narcotic drugs. After waiting nearly three years for her hearing, the judge granted her
benefits after ten minutes. While waiting for her hearing, her family lost its home to
foreclosure and had to filed for bankruptcy. After the hearing, | asked if they would have
lost their home or had to file bankruptey if she had been getting her Social Security
check all along. Tearfully, she replied, absolutely not. (To add insult to injury, | just
received a telephone message from her a few days ago. Even though this client's fully
favorable decision was dated August 31, 2009, she has still not received either her first
check or her back pay. She called the Social Security District Office last week, and was
told it could take 90 days for the Payment Center to get her into pay status and to issue
her payment for past due benefits.)

Three days ago, a client of mine from Humbird, Wisconsin received his fully
favorable decision almost exactly three years after filing his Social Security application.
Unfortunately he was served one day later with a Summons and Complaint to foreclose
his home. (His monthly payment had been increased from $327 per month to over
$900 per month, because the mortgage lender had to pay his property taxes last year.)
He is now hoping to negotiate a redemption, but it is unclear whether the mortgage
holder will do so, or whether he will have to file for bankruptcy. We are hoping that the
Social Security payment center will not delay payment of his case, so he will have his
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back pay to use in his attempts to work something out with the mortgage holder. (See
the following case.)

Yesterday, the husband of a client from Chippewa Falls came to my office to ask
if there is anything | can do to move along payment of his wife’s benefits. His wife had
filed her application in July, 2006. Nearly three years later, she received a fully favorable
hearing decision, dated June 19, 2009. Now, nearly five months after the Judge found
her disabled, she has still not received either a monthly benefit payment or her back
pay. My client and our staff have placed calls to the District Office, and have been told
that the hold-up is at the payment center, and all the local office can do is try to prod the
payment center staff on.

Ladies and gentlemen, these are not isolated examples. | could write a book
about how these cases are hurting real people, who have done nothing but work hard
and pay their FICA and self-employment taxes, and then one injury or one illness turns
their family's life upside down. It would be a collection of tragedies.

As the baby boom generation ages, and considering the raises in the retirement
age, simple demographics should predict that more people will be applying for the
disability benefits for which they have paid. The demands on the system will increase,
and it is important that we provide the Social Security Administration the resources with
which to efficiently handle these demands.

When | discuss the backlog with my clients, | repeatedly hear something | want to
relay to you: Almost every client asks how trillions can be spent to bail out Wall Street,
yet the Social Security Administration is not given enough resources to handle its load
in a timely fashion. | have no answer to that question.

Thank you for your consideration of this severe problem.
Respectfully submitted,
John A. Kaiser

Mr. KIND. But I want to also just quote from him. There are
some examples of what he has been seeing out there, and in one
particular example, he stated, “A middle-aged Eau Claire area
woman became disabled when her knees deteriorated to the point
where she needed knee replacements. Her knee conditions have led
to back problems causing chronic pain, for which she has had to
take highly potent narcotic drugs. After waiting nearly three years
for a hearing, the judge finally granted her benefits within just 10
minutes. And while waiting for her hearing, her family lost its
home to foreclosure, and had to file for bankruptcy. And after the
hearing, he had asked her if they would have lost their home and
had filed for bankruptcy if she had been getting her Social Security
check all along. And tearfully, she replied, absolutely not.”

“And to add insult to injury, I just received a telephone message
from her just a few days ago, that even though this client’s fully
favorable decision was dated August 31 of 2009, she has still not
received her first check or her back pay. She called the Social Secu-
rity district office last week, and was told it could take 90 days for
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the payment center to get her into pay status, and to issue her pay-
ment for past due benefits.”

Now, this is not all that atypical, unfortunately, and this, I
think, is the human dimension to the backlog urgency that we're
facing: real people, real problems, and, typically, some of the poor-
est and most vulnerable members of our society.

So, the more we can concentrate on that the better, and I know
we have a dual role here, as far as your implementation and our
support in Congress to getting this done. I think it is important
that we continue to see that we do everything we can to alleviate
this type of suffering throughout the country.

Mr. ASTRUE. I'm in absolute agreement. I do think that when
we get through the recession and we go to health IT, we will be
able to cut the time at the state level by more than half.

In the strategic plan that we have laid out, the goal is to get to
an average processing time of 270 days. We still have a way to go,
but that’s what we’re trying to do.

Mr. KIND. Mr. Chairman, with your indulgence, I just received
word that one of our outreach rural SSA offices has to be shut
down now, because of threats that were being delivered to the staff
there, and, therefore, protective services have been brought in.
They’re going to investigate and make sure that those threats
aren’t carried out, and something bad doesn’t happen, but I hope
this isn’t a trend that you are seeing out there, as far as threats
of violence.

Mr. ASTRUE. Sadly, it is. We have a violence report when there
is an actual assault or a serious threat to an employee. I insist on
reading every single one of those. When I started, I was probably
seeing about three of those a week. As the economy started to un-
ravel, you could see it in these reports, and I sometimes get 10 a
day now. So it’s been a very serious issue.

It is remarkable to me we haven’t had any actual loss of life yet.
We have had some very close calls, and it is a scary thing. I think
a lot of times people don’t appreciate the courage of the people on
the front line in our offices. They face a lot of very disturbed, angry
people day in, day out and don’t know what people like that are
going to do.

Mr. KIND. I echo that. I thank you for acknowledging the fine
work that’s being attempted out there for us, too. Thank you.
Thank you, Mr. Chairman.

Chairman TANNER. Thank you. I will call on Mr. Johnson, you
are recognized for a follow-up.

Mr. JOHNSON. Thank you, Mr. Chairman. You know, the idea
of states preventing people from working, like in California as you
just talked about is concerning. How many states are doing that,
do you know?

Mr. ASTRUE. We're up to 10 right now.

Mr. JOHNSON. Ten of them?

Mr. ASTRUE. Mr. Johnson, 10, yes.

Mr. JOHNSON. Have you talked to all of them?

Mr. ASTRUE. I have talked to pretty much all of them, or at
least tried to. I—

Mr. JOHNSON. Well, we pay their salaries, don’t we?
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Mr. ASTRUE. Yes, and we pay their overhead. Of course, it’s also
state taxes that are foregone, too. So they’re actually directly hit-
ting their coffers, as well.

On top of it—and, again, it is more important than just the fis-
cal—the people who don’t get cash and health benefits from us are
often tapping their other state programs, too. So it’s just a dev-
astatingly nonsensical thing for states to be doing, from both a
moral and fiscal point of view.

Mr. JOHNSON. It’s both parties, right?

Mr. ASTRUE. Yes, it’s bipartisan. It’s split pretty evenly, Mr.
Johnson.

Mr. JOHNSON. Yes.

Mr. ASTRUE. That’s right.

Mr. JOHNSON. Thank you. Let me ask you another one. In Au-
gust you responded to a letter where you confirm that 1,700 pris-
oners received benefits erroneously. We know that over 8,000 pay-
ments were sent in error to those who died.

Have you recovered all that? And if Congress decides to send an-
other $250 payment, can you assure us that those mistakes won’t
happen again?

Mr. ASTRUE. Not quite. We're almost there, Mr. Johnson. So,
first of all, one of the things it’s important, I think, to recognize is
that not all of the prisoner payments were errors. The legislation
was written in a manner that we were supposed to pay some pris-
oners. We did indicate at the time——

Mr. JOHNSON. I understand that.

Mr. ASTRUE [continuing]. That we didn’t have the databases for
that, and everyone was in a rush

Mr. JOHNSON. That’s because your computer system isn’t up to
date.

[Laughter.]

Mr. ASTRUE. Well—

Mr. JOHNSON. Come on.

Mr. ASTRUE. Normally we’re not in the business of tracking
prisoners. So, I would certainly encourage you, if there is a return
to another $250 payment, which the Administration and I support,
that Congress reconsiders the approach to prisoners. That would
eliminate the problem, all together.

But we are embarrassed by this. It’s not a large amount of
money in the context of $13 billion. We have gone through several
exercises to say, “What are the lessons learned,” “Are we ready if
we're asked to do this again?”

For the widows, there is almost no lost money. That’s all pretty
much been taken care of. They're whittling down on the prisoners.
It’s often difficult to get cooperation from the states. I believe—I
will confirm this for the record—it’s fewer than 500 that we’re still
working on at this point. It’s a work in progress. Hopefully within
the next few months we will have done everything that we need
to do on that.

[The information follows:]




84

JAN-11-2018 15:24 P.1@

INSERT FOR PAGE 56, LINE 1272

As of November 19, we had identified issuance of 1,535 Economic Recovery Payments
(ERPs) to ineligible prisoners. Of these payments, the Department of Treasury has
reported 280 payments were cashed. Through our debt recovery efforts, we have
collected 43 payments. A balance of 237 ERPs to prisoners, with a value of $59,250,
remains outstanding. We are continuing our aggressive collection efforts.

TOTAL P.1B

Mr. JOHNSON. Thank you, Mr. Chairman.

Mr. ASTRUE. But we’re not quite done yet.

Chairman TANNER. Well, in the next few months we want to
stay updated. We may have a follow-up right after the first of next
year, to see how we’re doing and see what we can do with this.

Mr. ASTRUE. Okay.
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Chairman TANNER. There are, as Mr. Kind indicated, people
suffering.

Commissioner, thank you very much.

Mr. ASTRUE. Thank you, Mr. Chairman.

Chairman TANNER. We will be back in touch with you quite
soon.

Mr. ASTRUE. Okay. Thank you, Mr. Chairman. Again, thank
you for all your support. We very much appreciate it.

Chairman TANNER. I am going to introduce the next panel
while they are taking their place. Ms. Barbara Kennelly, of course,
is the President and Chief Executive Officer of the National Com-
mittee to Preserve Social Security and Medicare, and she was here
for 23 years and survived, so, Barbara, it is always good to see you
again. We are always glad to have you back, and we’re going to
look forward to your testimony.

Also on the panel is Ms. Beth Bates. She works in my district,
in Tennessee, and she is a lawyer who is quite knowledgeable in
these matters. Beth, we are delighted to have you here.

We also have the Honorable Patrick O’Carroll. Mr. O’Carroll, of
course, as you know, is the Inspector General at the Social Security
Administration. Mr. O’Carroll, thank you for coming today. I am
going to speed this list up.

Ms. Robert, thank you for being here. She is from Chicago, Illi-
nois, and has much experience in matters of this nature.

Mr. Larry Auerbach, who is the Administrative Law Judge at the
Social Security Administration in the Atlanta office is also here.
We are delighted to have all of you. I apologize for the hurried in-
troductions, but we've got a time problem, and it’s not our friend
at the moment.

Sam, do you have any comments?

Mr. JOHNSON. No.

Chairman TANNER. Congresswoman, you are recognized.

Ms. KENNELLY. I was not here in Congress for 23 years.

Chairman TANNER. You weren’t?

Ms. KENNELLY. No.

Mr. JOHNSON. Turn your mic on.

Chairman TANNER. Let’s see. It says, “After a distinguished 23
years” in elected public office. I get it.

Ms. KENNELLY. Yes.

Chairman TANNER. Okay.

Ms. KENNELLY. I was a city councilwoman for many years.

Chairman TANNER. Yes.

Ms. KENNELLY. Then I was Secretary of the State of Con-
necticut. I was here in Congress for 17 years.

Chairman TANNER. Okay.

Ms. KENNELLY. I was on this Committee.

Chairman TANNER. Well, you escaped all right.

Ms. KENNELLY. Yes. No, no, no. I was on this Committee 16
years.

Chairman TANNER. I know.

Ms. KENNELLY. I loved every single moment that I was here.

Chairman TANNER. Well, we are glad to have you back. Thank
you.
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Ms. KENNELLY. I want to tell you, Congressman Johnson, I am
the Acting Chair of the Social Security Advisory Board, and I was
getting prepared for this hearing. I was really kind of nervous
about testifying so I studied last night questions you asked Syl
Scheiber. They were very good questions. Do you remember them?
They were very complicated. I read them three, four, five times.

Now, you're not going to ask me those today, are you?

[Laughter.]

Ms. KENNELLY. They were wonderful questions. I think that’s
what we have to remember, is how important this Committee is,
and how important Social Security is.

Now, I will read my testimony.

STATEMENT OF BARBARA B. KENNELLY, ACTING CHAIR,
SOCIAL SECURITY ADVISORY BOARD

Ms. KENNELLY. I am pleased to appear before you today in my
capacity as the Acting Chair of the Social Security Advisory Board
to discuss the progress SSA has made in clearing the disability
backlogs.

Is the Commissioner still here? Well, he has done a very good
job. There were some old, old, old cases, and he came in, and he
really went at those old cases. I don’t have the figures. Kim, do you
have them, or does somebody have them? I mean, what he did was
exceptional, and I think he should get credit for that.

What I really wanted to thank the Committee for is the active
interest it has taken in reducing the disability backlogs. But you
only could do it as a result of your work. The appropriation for SSA
was nearly $10.5 billion, and the Recovery Act included an addi-
tional $500 million to address the increased claims due to the re-
cession, and attack the backlog that had been choking the system,
f(})lrci{{lg applicants to wait for years to receive a Social Security
check.

As you know, SSA has long struggled with managing its dis-
ability hearings workload. The chief source of the problem has been
years of under-funding, coupled with a growing caseload. As a re-
sult, the President requested $11.45 billion for SSA, in administra-
tive costs. If SSA had any chance of keeping up with the influx of
claims it will need its full appropriation.

The fiscal year 2011 budget is now being prepared by OMB. It
is my hope that the President and the Congress will include suffi-
cient funds in the fiscal year 2011 appropriation to address both
current backlog cases and new claims triggered by the recession.
SSA will need about $950 million, just to maintain current staffing.
In addition, they will need funds to expand capacity at the dis-
albility and the hearing offices to address backlogs and increased
claims.

Earlier this year, the Subcommittee sought the perspectives of
the Advisory Board on the progress made by SSA in using Recovery
Act resources to reduce its disability claims backlog. In the seven
months since the hearing, we have been watching closely as the
Agency has carried out its backlog reduction initiatives, including
148 new Administrative Law Judges, which is wonderful.

I mean, hiring 1,000 hearing office support staff, establishing
three national hearing centers, and eliminating cases that were
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over 850—and that’s what the Commissioner did—850 days old.
That is unacceptable, absolutely unacceptable. Productivity in the
hearings offices has been steadily increased. ALJs have improved
their production, and nearly three quarters of the judges are clear-
ing between 500 and 700 cases per year.

The Board was briefed on several initiatives underway at the of-
fice of hearings and review that will emphasize data analysis and
processes. One initiative was the development of a model that stim-
ulates the current work process in order to identify steps in a proc-
ess that creates bottlenecks. Some of these initiatives hold promise.

However, in my view, as the Agency continues to streamline the
hearing process, it is critical that due process for beneficiaries be
maintained. We focused on that when I was on the Committee. The
recent gains in reducing the hearings backlog are a significant ac-
complishment. We anticipate that the Agency will continue to im-
prove its process at that level.

However, SSA is being confronted with a tremendous growth of
new claims. This year SSA received 3 million new disability claims,
380,000 more than previously expected. This is already placing sig-
nificant stress on the DDSs. They have now 783,000 initial claims
pending, an 18 percent increase from April.

The rapid increase in unemployment is a major reason for the
unexpected increase in disability applications. Historical trends
document that disability applications rise and fall in tandem with
the unemployment rate. People with disabilities who previously
worked despite their medical conditions are now unable to find
work, and may decide to apply for disability benefits. These people,
combined with the Baby Boomers—I hate that word “Baby
Boomers,” it’'s overused—who are reaching prime disability age,
could raise DDSs claims to 2010 to 3.3 million, according to SSA
actuaries.

Although the number of new claims will drop as the recession
eases, earlier cases will still be clogging the process. A rapid rise
in the backlog claims at the initial stage will have significant con-
sequences for applicants. These are people facing dire economic cir-
cumstances, if they do not receive a fair and timely disability deci-
sion. SSA has pledged to bring down the current number of initial
claims from 783,000 to 525,000 by 2013. But they will need the
comprehensive strategy in order to be successful.

Between now and 2013, SSA may realize some gains in produc-
tivity and efficiency, as more electronic initiatives come online. But
these do not provide relief in the near term. DDS needs to be ade-
quately funded, and have sufficient staff to carry out their mission.

In addition, I must remind you that the state furloughs that
have been—you talked about those—are making this problem
worse.

As we look down the road, it is clear that 2010 and 2011 will
present extraordinary workloads for the Social Security Adminis-
tration. It is imperative that we have the resources and plans in
place to meet the challenge, and to be able to continue to provide
the high quality public service for which they are known.

Let me tell you. One of the few regrets I have in my life is I
didn’t work harder on Social Security when I was on this Com-
mittee. I know you do work hard, Sam. John, you’re Chairman, but
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let me tell you, this is a huge program. For years, Social Security
was like a nice Subcommittee. It had retirement, it had disability
and it had spousal benefits, but you know what? It’s got much big-
ger than that. Social Security benefits are a huge part of our coun-
try.

Right now, with the economic situation that we’re in, I ask the
two of you to work really hard to make sure that the people of this
country are taken care of, because I've got to tell you, Social Secu-
rity is very important to this country.

[The prepared statement of Ms. Kennelly follows:]

Prepared Statement of The Honorable Barbara B. Kennelly, Acting Chair,
Social Security Advisory Board

Chairman Tanner, Mr. Johnson, Members of the Subcommittee. I am pleased to
have this opportunity to appear on behalf of the Social Security Advisory Board to
present the Board’s view on the progress made by the Social Security Administra-
tion (SSA) in clearing the disability backlogs. As you have noted, the agency is fac-
ing unprecedented workloads in the Disability Determination Services at the same
time they are diligently working to bring down the backlogs in the hearings offices.

Mr. Chairman, I want to thank the Congress and especially this Subcommittee
for the much-needed investment that you have already made in the Social Security
Administration. In FY 2009, Congress provided SSA with an administrative budget
of $10.4 billion—$126.5 million above the President’s budget request. I also want
to thank you for the enactment of the American Recovery and Reinvestment Act,
which provided SSA with another $500 million to process the growing backlog of dis-
ability claims. These funds have helped ensure that the agency is able to fulfill its
vital role in serving the American public.

Through the services it provides, the Social Security Administration touches the
lives of nearly 60 million beneficiaries, 145 million workers and nearly every Amer-
ican. One out of every six individuals receives monthly cash benefits from Social Se-
curity or Supplemental Security Income (SSI), the major programs that SSA admin-
isters. This fact alone should be an indicator of the importance of continuous,
smooth operations of this agency.

Social Security is an important economic lifeline for millions of America’s most
vulnerable people, including aged individuals and persons with disabilities, as well
as their spouses, dependents, and survivors. In fiscal year 2009, 42.6 million people
were receiving retirement and survivor benefits and another 15.1 million were re-
ceiving disability benefits. SSA processed over 4.7 million retirement and survivor
claims, 2.8 million initial disability claims, and 661,000 disability hearings during
the fiscal year that has just ended. The agency provided services to the public in
general by processing over 19 million requests for new or replacement Social Secu-
rity cards, posting 273 million earnings items to individual earnings records, an-
swering 67 million calls to its 800-number and receiving over 45 million visitors to
the local field offices.

Over the past 74 years, the agency has been a diligent steward of the public’s
trust, overseeing the benefit programs upon which so many individuals and families
depend. In recent years, however, SSA’s ability to fulfill its mission has been se-
verely strained. Chronic underfunding despite growing workloads has been the chief
source of the problem. In his fiscal year 2010 budget, the President has requested
$11.45 billion for the Social Security Administration. If SSA has any chance of keep-
ing up with its growing workload, it will need this full appropriation. The fiscal year
2011 budget is now being prepared by the Office of Management and Budget. It is
my hope that the President and the Congress will include sufficient funds in the
fiscal year 2011 appropriation to address the current backlog of cases as well as the
new recession-driven claims.

Fiscal Year 2009 Accomplishments

It is well known to this Subcommittee that SSA has long struggled with managing
its disability hearings workload. This year, indeed, may well be a watershed year
for the hearing process where new business processing and management analysis
tools have been developed, electronic service delivery has been improved, and much-
needed staff has been added.

The investment made in SSA has had a significant impact on the agency’s ability
to address the disability backlog. They have been able to do unprecedented hiring—
nearly 9,000 new employees. These new personnel have allowed them to replace re-
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tiring staff and expand critical front-line service in the field offices, the state dis-
ability determination services, and the hearings offices. For the hearings process,
this additional funding gave the Office of Disability Adjudication and Review
(ODAR) the ability to hire 148 Administrative Law Judges (ALJs), bringing the total
ALJ corps up to 1,238 judges as well as adding 1,000 support staff.

Earlier this year, this Subcommittee sought the perspectives of the Social Security
Advisory Board on the progress made by SSA in using ARRA resources. When that
hearing was held last April, the effects of the recession were not evident in the hear-
ing appeals process. The backlogs and long waiting times for a decision were—and
still are—a function of understaffing, lack of a standardized business process, and
fledgling electronic tools that were still being tested. At that time over 760,000 peo-
ple were waiting on average nearly 500 days for disability decisions from Adminis-
trative Law Judges.

In the seven months since that hearing, productivity in the hearings offices has
steadily increased; each month the number of pending claims has declined and the
number of people now waiting for a hearing has decreased nearly five percent. Ad-
ministrative Law Judges have improved their average daily production. Nearly
three-quarters of the ALJs are clearing between 500-700 cases per year; this is a
15 percentage point increase over fiscal year 2008. SSA exceeded its productivity
goals by processing almost 14,000 more hearings than originally estimated and
ended the fiscal year with an average processing time 25 days lower than antici-
pated in earlier FY 09 budget estimates.

When SSA developed its hearings backlog reduction plan in 2007, they acknowl-
edged that too many claims had been allowed to languish unadjudicated far too
long. This year, under the most recent phase of the “aged case initiative” ODAR has
cleared over 166,610 cases that were over 850 days old. At the end of FY 09, less
than 1 percent of hearings pending was 850 days or older. The aged case backlog
is now sufficiently stabilized that they have been able to incorporate new standard
operating business rules that will ensure that the oldest cases are routinely adju-
dicated first.

In several of the Board’s reports, and most recently in our April 2009 report on
improving public service through technology, we stated that SSA needed to do a bet-
ter job of integrating electronic service delivery options into its business process.
Growing workloads coupled with the public’s increasing demand for alternative
ways to do business with the agency requires that SSA explore new ways of meeting
with claimants and their representatives and holding hearings. With the funding re-
ceived from Congress, SSA has been able to meet that challenge and the agency has
opened three new National Video Hearings Centers to help process workloads for
hearings offices with exceptionally large backlogs. This increased capacity has re-
sulted in over 86,000 hearings being held sooner rather than much later.

The recent gains in productivity are a significant accomplishment, and we fully
expect the agency to continue to improve its process. However, they are now con-
fronted with a tremendous growth in new claims. As a result, productivity improve-
ments alone will not be sufficient. There needs to be additional investment in staff.
SSA projects it may lose up to 44 percent of its current employees by 2016. Within
the ALJ corps, 59 percent are retirement-eligible and another 31 percent will be-
come eligible to retire between FY 2010 and FY 2019. Moreover, new workload pro-
jections indicate that they will need to add approximately 400 more ALJs, bringing
the total ALJ corps up to 1,600.

Last April, the Board was briefed on several new initiatives underway in ODAR.
The agency is placing a growing emphasis on data analysis and process manage-
ment. They have developed an electronic business process model that simulates how
work currently is processed, and for the first time, will be able to systematically
identify steps in the process that create bottlenecks or do not add value to the proc-
ess. While this initiative is very new, it holds promise for improving workload man-
agement throughout the hearings process. Through this modeling, ODAR will be
able to plan proactively for changes in receipts and how to redistribute workload,
anticipate the need for changes in staffing mix, and determine what can be miti-
gated by improved management practices. The current use is focused on assuring
the success of the agency’s plan to reduce the backlog. Going forward, it will give
ODAR the capability to manage proactively, not just reactively. It is a new direction
for ODAR and we hope it will prove effective.

Growth in workload

The hearings backlogs are still of tremendous concern but become even more so
when they are coupled with the anticipated rise in claims over the next 10 years.
SSA’s workload will increase dramatically. Projections indicate that retirement
claims are likely to jump by over 40 percent and disability claims could rise by near-
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ly 10 percent. The 2009 OASDI Trustees Report estimated that by 2015 there will
be 50 million retirees, widows and widowers, and dependents receiving benefits.
Those individuals will be expecting efficient and modern service from the Social Se-
curity Administration.

But the anticipated growth in claims does not stop there. The baby boomers are
entering their disability prone years and the number of initial disability claims is
projected to rise steadily over the next several years, and indeed it has. The Office
of the Chief Actuary (OACT) has carefully tracked the anticipated growth in dis-
ability claims that will be due to the baby boom population. Projections made in
2007-2008 for the fiscal year 2009 hovered just around the 2.6 million mark. But
the reality has been significantly different. In 2009, SSA actually received 3 million
new disability claims this year, about 380,000 more than originally expected.

The most obvious factor impacting the volume of disability applications today is
the recession with its significant increase in unemployment. Recent history dem-
onstrates that disability applications generally rise and fall in tandem with the un-
employment rate. The DI application rate per 1,000 workers among non-elderly
adults rose 37% from 1989 to 1993 (from 8.3 per 1,000 workers to 11.5), and by 49%
from 1999 to 2003 (from 8.8 per 1,000 workers to 13.1). One exception was seen
from 1980 to 1984 when eligibility for disability was significantly curtailed while un-
employment soared.

The logic is straightforward. In a recession with widespread unemployment, peo-
ple with disabilities who previously worked despite their condition may find them-
selves without a job, especially people with fewer skills or who are approaching re-
tirement. These people may be more likely to apply for disability benefits to support
themselves and their families. The recession may speed up an application that
might have been made later or it may encourage more individuals who think that
they might have a disabling condition to apply for benefits.

What does this mean for SSA’s disability workload? The 15 percent increase in
new initial claims experienced in fiscal year 2009 has put extraordinary stress on
the DDS system. Backlogs are climbing and there are now 783,000 initial claims
pending in the DDSs. This is an 18 percent increase since April. And it is antici-
pated that these backlogs will grow. More recent projections by SSA’s actuaries esti-
mate that DDS claims in 2010 will peak at 3.3 million, and stay just above 3 million
through 2012. SSA expects pending claims in the DDS to climb to 1 million by the
end of 2010. These claims forecasts may increase or decrease as unemployment fig-
ures change.

Tackling the Initial Claims Workload

SSA has acknowledged that the pending level of initial claims in the DDSs is un-
acceptable and they have pledged to bring the pending workload down to 525,000
by fiscal year 2013. Their strategy to reduce this backlog includes additional hiring
and overtime in the DDSs. With the additional funding provided by Congress this
year, the DDSs were able to hire 1,400 new disability examiners. Even though they
were not fully engaged for the entire year, these new hires were instrumental in
processing an additional 30,000 claims.

SSA’s electronic folder makes it fairly easy to transfer work to other offices. An
element of the agency’s current plan includes shifting work out of heavily-impacted
DDSs and into offices, including the federal quality assurance units, where there is
excess capacity. In addition, SSA is in the process of establishing four “mega-DDSs”.
Similar to the National Hearings Centers, these state mega-DDSs will be able to
provide assistance to overloaded DDSs from anywhere in the country.

The agency also continues to improve and expand their “compassionate allowance”
and “quick disability decision” processes. These tools, combined with ongoing policy
simplification initiatives may help to speed up decision making and free up valuable
disability examiners for the more complex cases.

Need for a comprehensive workload strategy

As SSA works to reduce its disability backlog and address the influx of new
claims, the agency should be encouraged to develop a comprehensive strategy. This
would include establishing a plan for processing initial claims just as it has created
a plan for processing appeals in a more timely and efficient manner.

It strikes me that the DDSs are in a position similar to the one that the hearings
offices were in about two years ago. They have suffered staffing losses and had some
success with electronic adjudication tools. However, electronic tools alone are not
enough to offset the reductions in disability examiners and medical staff and the
increase in caseloads. SSA has relied to date on shifting workloads across offices
and ramping up productivity, but nothing will work without funding for additional
staff. We do not want to produce efficiency at the expense of due process.
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SSA has a number of electronic initiatives under development including electronic
medical evidence (EME) and health information technology (HIT) tools that may
hold long-term promise. Recently, the Board was briefed on the scope and timeline
for the EME and HIT initiatives. We are encouraged by these initiatives. SSA has
a basic plan for development and implementation and is making good use of the
ARRA funding. We appreciate the work that is going on within the organization.
Over the next three years, SSA should have several projects underway which could
greatly enhance the electronic exchange of medical evidence. If effectively imple-
mented, they should improve timeliness of disability decisions and enhance public
service.

Similarly, work continues on the development of a single DDS case processing sys-
tem which will streamline case processing, improve data sharing, and help to im-
prove management.

The longer-range strategies for improving the disability process are necessary, but
they do not provide relief in the near term for the hundreds of thousands of vulner-
able individuals who have turned to the Social Security Administration for assist-
ance. We believe that a comprehensive backlog reduction plan—similar to the one de-
veloped for ODAR—should be instituted for the DDSs. Working with the DDSs, the
agency should be able to identify and adapt the best practices from the hearings
backlog reduction plan; in addition consideration should be given to accelerating the
eCat disability adjudication analysis tool. SSA and its state partners must move
swiftly to staff fully the mega-DDSs and establish the criteria that will be used for
obtaining workload assistance from these centers.

There is one caution I need to raise: the backlog reduction plan in the DDSs can-
not come at the expense of well-reasoned and high quality decisions based on a well-
developed evidentiary record. Rushing cases out the door to meet production goals
does not, in the end, improve service to the American public. DDSs need to be ade-
quately funded and have sufficient staffing to carry out the job. I do not need to
remind this Subcommittee that the furloughs that have been imposed by States on
nine DDSs slow the progress in reducing the backlogs and undermine the quality
of public service. These issues need to be resolved as quickly as possible.

Beyond 2010

It is only a matter of time that the surge in initial claims is felt in ODAR. If the
traditional waterfall of appeals occurs, about 45 percent of those denied at the ini-
tial level will request reconsideration, and then approximately three-quarters of the
individuals who are denied at the reconsideration level will appeal to the ALJ. It
takes about 250 days, on average, for an initial claim that has been appealed to
reach ODAR and then several more months before the case is on an ALJ’s desk.
This means that the increased caseloads in the DDSs will begin to materialize in
ODAR in the second half of 2010 or in early 2011. Without continuing assistance
from the Congress, these disability cases could take several years to work their way
through the agency.

As we look down the road, it is clear that fiscal year 2011 will present extraor-
dinary workload levels throughout the Social Security Administration. It is impera-
tive that the agency has the resources and tools in place to meet this challenge and
ic{o be able to continue to provide the high-quality public service for which it is

nown.

Thank you for inviting me to appear before you today. I will be pleased to answer
any questions you may have.

Chairman TANNER. Thank you. Thank you for all your service,
and your testimony. We will ask unanimous consent that Members
may submit written questions to you all if we run out of time here.
Thank you.

Ms. Bates, welcome from west Tennessee. You're recognized for
five minutes.

STATEMENT OF BETH BATES, CLAIMANTS’ REPRESENTATIVE,
ON BEHALF OF THE CONSORTIUM FOR CITIZENS WITH DIS-
ABILITIES, JACKSON, TENNESSEE

Ms. BATES. Thank you, Mr. Chairman, Ranking Member John-
son, and Members of the Subcommittee. Thank you for inviting me



92

to testify here today on behalf of the Consortium for Citizens with
Disabilities Social Security Task Force.

I have represented individuals with Social Security and SSI
claims for more than 25 years. I would like to thank the Chairman
and his district office staff in Union City and Jackson for a great
deal of help over the years.

Social Security finds itself at a critical crossroads. For the first
time in a decade in fiscal year 2009, the backlog at ODAR, the
third level of disability adjudication, was reduced from the previous
year. That was both in number of pending cases, the length of time
that they pended, and in processing time.

At the same time, we think because of the recession, there was
a huge increase in the backlog of cases at the first two levels of ad-
judication, the State DDSs. About 40 percent, nationwide. I suggest
respectfully that this increase in the backlog there, largely due to
the numbers of new cases, threaten the goal of Social Security to
eliminate the backlog at ODAR by the year 2013.

I am honored to be here, but I am saddened, because I see the
suffering caused by the backlog with my clients. My client, Mr. H,
who lives in Huntington, Tennessee is all too typical. When I met
him in early 2008, he and his teenage son were homeless. They
were staying in a dangerous area, and in a motel.

He had a—Mr. H had a history of arthritis, liver disease, coro-
nary artery disease, depression, adult attention deficit disorder. He
had worked as a grocery bagger and as a sawmill laborer. He had
been out of the work force for some time, caring for his invalid
mother, who subsequently became too ill to stay at home, and had
to go to a nursing facility.

Unfortunately, Mr. H was turned down twice at the Disability
Determination Section, and requested a hearing in January of
2009. He is still waiting. He is waiting at Nashville ODAR. The
ODARs where I practice, Nashville and Memphis, while slightly
better than Madison and Milwaukee, they had lost ground in the
year 2009, and the processing time has actually increased.

I think that Tennessee, unfortunately, is a good example of the
problems with the backlog. In 2009, Tennessee’s backlog increased
from—increased to 66 percent at the first 2 levels. That was in the
top 10 in the nation. That was above the 40 percent, nationwide.

The director of DDS has been good to work with. Other advo-
cates, colleagues of mine, have tried to improve the process. But
Tennessee is third from the bottom in approvals at the initial and
reconsideration stage. I say that’s a double whammy that’s going
to hit the five ODARs in Tennessee, and in particular, Memphis
and Nashville, that seem to have the biggest backlog.

I am an optimistic person. But, absent additional resources in
2010, which I think are on target, and 2011, I can’t say but that
it will get worse, because we have cost of living and overhead type
issues there.

I do appreciate what the committee has done, and the Congress
has done in 2008 and 2009—as other witnesses have indicated—
and have marked up for 2010, but I think we are going to need
even more in 2011 to maintain the progress that has been made.

We support many of the other non-dollar initiatives that the
Commissioner has suggested, such as increased technology, the
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senior attorney adjudicator program. We just have one word of cau-
tion, that any proposals—we don’t want our clients’ due process
rights to be jeopardized. We want the folks who are eligible under
the law to receive the benefits that they need for their basic neces-
sities of life.

Thank you.

[The prepared statement of Ms. Bates follows:]

Prepared Statement of Beth Bates, Claimants’ Representative, on behalf of
the Consortium for Citizens with Disabilities, Jackson, Tennessee

Chairman Tanner, Ranking Member Johnson, and Members of the House Ways
and Means Social Security Subcommittee, thank you for inviting me to testify at to-
day’s hearing on “Clearing the Disability Claims Backlogs: The Social Security Ad-
ministration’s Progress and New Challenges Arising From the Recession.” I am hon-
ored to testify today but am saddened that the reason is because my clients have
waited so long and endured many hardships before receiving the disability benefits
to which they are entitled.

I am an attorney in Jackson, TN, and a member of the National Organization of
Social Security Claimants’ Representatives (NOSSCR). For more than 25 years, I
have represented individuals with disabilities in their claims for Social Security and
Supplemental Security Income (SSI) disability benefits. I am testifying today on be-
half of the Consortium for Citizens with Disabilities (CCD) Social Security Task
Force, of which NOSSCR is an active member. CCD is a working coalition of na-
tional consumer, advocacy, provider, and professional organizations working to-
gether with and on behalf of the more than 54 million children and adults with dis-
abilities and their families living in the United States. The CCD Social Security
Task Force (hereinafter CCD) focuses on disability policy issues in the Title II dis-
ability programs and the SSI program.

The focus of this hearing is extremely important to people with disabilities. Title
IT and SSI cash benefits, along with the related Medicaid and Medicare benefits, are
the means of survival for millions of individuals with severe disabilities. They rely
on the Social Security Administration (SSA) to promptly and fairly adjudicate their
applications for disability benefits. They also rely on the agency to handle many
other actions critical to their well-being including: timely payment of the monthly
Title IT and SSI benefits to which they are entitled; accurate withholding of Medi-
care Parts B and D premiums; and timely determinations on post-entitlement issues
that may arise (e.g., overpayments, income issues, prompt recording of earnings).

Because the economic downturn has led to an unexpected surge of new applica-
tions, SSA finds itself at a critical crossroads. The wave of new claims is having a
very significant impact at the state Disability Determination Services (DDSs) that
will eventually affect the hearing level. At the DDS levels (initial and reconsider-
ation), the number of new applications, applications waiting for a decision, and proc-
essing times are all on the rise. In fiscal year (FY) 2009, SSA received 385,000 new
claims, an increase of nearly 15% since the end of FY 2008. Even more worrisome
is the growing backlog of pending initial claims at the DDSs, i.e., those waiting for
a decision, up nearly 40% since the end of FY 2008.

In FY 2009, the news was more positive at the hearing level. For the first time
in a decade, SSA finished FY 2009 with fewer hearing level cases waiting for a hear-
ing and decision than at the beginning of the year. But we are deeply concerned
that any progress in eliminating the hearing level backlog will be delayed as the
surge of new applications are denied and then are appealed, putting SSA’s plan to
eliminate the hearing level backlog by 2013 at risk.

While recent appropriations have allowed SSA to hire some new staff and to re-
duce processing times at the hearing level, these amounts will not be adequate to
fully restore the agency’s ability to carry out its mandated services. Given the many
years of under-funding and the need for more than a $600 million annual increase
just to keep up with fixed costs, additional funding is required to reduce and elimi-
nate the backlog at the DDS and hearing levels and to provide essential services
to the public. While the current situation is dire, without adequate, ongoing appro-
priations to fund SSA, the forward progress recently made by the agency will dete-
riorate, leaving people with severe disabilities to wait years to receive the benefits
to which they are entitled.

THE IMPACT ON PEOPLE WITH DISABILITIES

As the backlog in decisions on disability claims continues to grow, people with se-
vere disabilities have been bearing the brunt of the delays. Behind the numbers are
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individuals with disabilities whose lives have unraveled while waiting for deci-
sions—families are torn apart; homes are lost; medical conditions deteriorate; once
stable financial security crumbles; and many individuals die.! Numerous recent
media reports across the country have documented the suffering experienced by
these individuals. Your constituent services staffs are likely to be well aware of the
situations faced by people living in your districts and they provide valuable assist-
ance. I have had many contacts with Chairman Tanner’s district offices in Jackson
and Union City, Tennessee. His staff has been extremely helpful, when they are
able to assist.

Backlog in Appeals of Disability Claims: The Human Toll

I have represented individuals in their Social Security and SSI disability claims
since 1984 at all administrative and judicial levels. My clients’ hearings are held
by Administrative Law Judges (ALJs) in the Memphis and Nashville, TN, hearing
offices of SSA’s Office of Disability Adjudication and Review (ODAR). Like the grow-
ing number of initial applications and hearing requests, my client caseload has
grown by 40%. I have noticed that my clients are waiting longer and longer for hear-
ings to be scheduled. The experiences of several of my clients illustrate the hard-
ships endured by many claimants waiting for a decision on their claims and for pay-
ment of awarded benefits:

¢ Mrs. W lives in Dyersburg, TN, with her husband and young family. She is il-
literate and reclusive. She and her family receive much assistance from older
family members. She applied for disability benefits on August 7, 2008, based
on mental retardation. She was denied despite psychological evaluations show-
ing IQ scores in the 60s and deficits in adaptive function. As her attorney, I
asked for a decision on the record both at the Disability Determination Services
(DDS) and hearing levels. Her claim was denied by the DDS and her hearing
request was filed on February 20, 2009. She is still waiting for a hearing date.

¢ Mr. H lives in Huntingdon, TN. When he first retained me on April 3, 2008,
he and his teenage son were homeless. They were forced to stay in a motel in
a dangerous area. I filed an online disability report; Mr. H completed SSI and
Social Security disability applications. Mr. H had worked as a sawmill laborer
and a grocery bagger. He had been out of the workforce for a time caring for
his invalid mother until her health worsened and she had to enter a nursing
facility. Mr. H suffers from liver disease, arthritis, coronary artery disease, de-
pression and adult attention deficit disorder. Fortunately, he and his son were
able to move into public housing. He was denied at the first two levels by the
Tennessee DDS and requested a hearing on January 23, 2009. He is still wait-
ing for a hearing date. Mr. H and his son live on state welfare benefits of ap-
proximately $185 per month plus food stamps.

¢ Mr. M is homeless and has been diagnosed with bipolar disorder. He has recent
suicide attempts. I began to represent him in April 2008. He had previously
requested a hearing while living near Tampa, FL. His brother, who lives in
rural western Tennessee, attempted to rescue Mr. M. However, Mr. M decom-
pensated in the summer of 2008 and had to be hospitalized at Western State
Mental Hospital in Tennessee. Upon discharge, he was released to a group
home in Nashville, some 100 miles away from his brother. He lived for almost
a year in the group home and now has a supportive housing apartment. He
has no income. Mr. M’s hearing is scheduled on December 17, 2009, some 18
months after he came to Tennessee. I have previously requested on the record
decisions twice, but have received no response to my requests.

Most claimants’ representatives have clients who have faced similar difficult cir-
cumstances to those endured by mine, including deteriorating health and even
death, due to lack of health insurance and access to necessary medical treatment,
sometimes as simple as antibiotics. Foreclosures and bankruptcies have increased,
with claimants losing their homes and vehicles and their economic stability. I have

1If a claimant dies while a claim is pending, the SSI rule for payment of past due benefits
is very different—and far more limited—than the Title II rule. In an SSI case, the payment will
be made in only two situations: (1) to a surviving spouse who was living with the claimant at
the time of death or within six months of the death; or (2) to the parents of a minor child, if
the child resided with the parents at the time of the child’s death or within six months of the
death. 42 U.S.C. §1383(b)(1)(A) [Section 1631(b)(1)(A) of the Act]. In Title II, the Act provides
rules for determining who may continue the claim, which includes: a surviving spouse; parents;
children; and the legal representative of the estate. 42 U.S.C. §404(d) [Section 202(d) of the Act].
Thus, if an adult SSI claimant (age 18 or older) dies before actually receiving the past due pay-
ment and if there is no surviving spouse, the claim dies with the claimant and no one is paid.
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included more descriptions of other claimants and the hardships they have faced at
the end of my statement, starting on page 12.

SSA’S NEED FOR ADEQUATE RESOURCES TO ADDRESS GROWING
BACKLOGS

For many years, SSA did not receive adequate funds to provide its mandated serv-
ices, a key reason for the hearings backlog. Between FY 2000 and FY 2007, the re-
sulting administrative funding shortfall was more than $4 billion. The dramatic in-
crease in the hearing level disability claims backlog coincided with this period of sig-
nificant under-funding.

Recent Congressional efforts to provide SSA with adequate funding for its admin-
istrative budget have been encouraging. In FY 2008, the tide finally changed for the
first time in a decade, when Congress appropriated é148 million over the President’s
budget. The FY 2009 SSA appropriation provided SSA with more than $700 million
over the FY 2008 appropriation.

We are extremely grateful to Congress for recognizing SSA’s need for adequate
resources and including additional funds for SSA in the American Recovery and Re-
investment Act of 2009 (ARRA). ARRA provided SSA with $500 million to handle
the unexpected surge in both retirement and disability applications due to the eco-
nomic downturn. SSA also received badly needed funds to replace its aged National
Computer Center. With the FY 2009 appropriation and the ARRA funding, SSA
planned to hire 5,000 to 6,000 new employees, including 147 new ALJs and 850
hearing level support staff. This additional staff undoubtedly led to SSA’s ability to
make progress on the backlog at the hearing level.

Congress appears to be moving towards providing SSA with an FY 2010 appro-
priation approximately the same as President Obama’s request of $11.45 billion for
SSA’s Limitation on Administrative Expenses (LAE), a 10 percent increase over the
FY 2009 appropriation. While the agency is operating under a Continuing Resolu-
tion, we are optimistic that SSA’s final FY 2010 appropriation will be similar to the
$11.45 billion amount, allowing SSA to hire more staff, including 226 additional
ALJs and support staff.

WILL THE HEARING LEVEL BACKLOG BE ELIMINATED BY 2013?

The most significant delays in SSA’s disability determination process are at the
hearing level. The average processing time for cases at the hearing level has in-
creased dramatically since 2000, when the average time was 274 days. In FY 2009,
the average processing time for disability claims at the hearing level was 491 days,
about 16.5 months. We appreciate the effort by SSA to reduce the processing time,
but an average of 16.5 months—close to one and a half years—is still too long for
individuals waiting for a hearing decision. In addition, the average processing times
at the initial and reconsideration levels are increasing. For individuals with disabil-
ities who have no health insurance, have lost their homes, have declared bank-
ruptcy, or who have died, that is simply too long to wait.

The current processing times in some hearing offices are striking, and much
longer than the 491-day average at the end of FY 2009. It is important to keep in
mind that this is an “average” and that many claimants will wait longer. In Sep-
tember 2009, the average processing time at 48 hearing offices was above the 491
day national average, with 20 offices over 600 days.

Is the Hearing Backlog Improving? By the end of FY 2009, it was clear that
ODAR was making slow but steady process in key areas to address its backlog and
improve processing times, thanks to the hard work of ODAR ALJs and staff and
the additional resources available due to Congressional appropriations, including
the ARRA funding.

e Pending cases. For the first time in a decade, ODAR finished FY 2009 with
fewer hearings pending than in the prior year. The increased resources, includ-
ing 147 new ALJs and support staff are having a positive impact at the hearing
level. The pending number of cases dropped for nine straight months from a
record high of 768,540 in December 2008 to 722,822 in September 2009. This
is the lowest pending number of ODAR cases since February 2007. The pending
number dropped by 11,377 in September 2009 alone, the biggest drop in FY
2009. The reduction in pending cases is even more notable since the number
of requests for hearing increased in FY 2009, up to 625,003, a 5.7% increase
over the 591,888 received in FY 2008.

e Processing times. The average process time in September 2009 was 472 days,
the lowest monthly processing time since November 2005. The average proc-
essing time for all of FY 2009 was 491 days, down from 514 days in FY 2008.

e Dispositions. The number of dispositions cleared by ALJs on a daily basis was
2,940.47 in September. This is the highest monthly average since records have
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been kept, beginning in FY 2004. The increase is concomitant with the record
number of ALJs now on duty. For the year, dispositions were up about 20%.
e Age of pending cases. The length of time cases are pending is also improving.
The percentage of requests for hearing pending over one year was 31% in Sep-
tember 2009. This is the lowest percent since October 2004. The average age
of a pending case is 282 days. It peaked this year at 317 days in January 2009.

Improvement Is Not Uniform. Despite the overall improvement in the hearing
level statistics, not every hearing office has benefited and some claimants are wait-
ing even longer than one year ago. On one hand, some offices have experienced ex-
ceptional improvement in processing times, as much as 4 to 5 months in just one
year, for example: Madison, WI; Houston-Bissonet, TX; and Long Beach, CA. In con-
trast, other offices continue to experience worsening times that are several months
longer than last year, for example: Memphis, TN; Louisville, KY; and Bronx, NY.
A comparison of processing times at the end of FY 2009 and FY 2008 for hearing
offices in or near the districts of Subcommittee Members reflects this disparity and
the fact that much work lays ahead.2

California: Los Angeles Downtown: 362 days (FY09) vs. 376 days (FY08); Los
Angeles West: 492 days (FY09) vs. 525 days (FY08); Long Beach: 351 days (FY09)
vs. 533 days (FY08)

Florida: Tampa: 539 days (FY09) vs. 622 days (FY08)

Kentucky: Lexington: 452 days (FY09) vs. 448 days (FY08); Louisville: 545 days
(FY09) vs. 465 days (FY08)

New York: Bronx: 605 days (FY09) vs. 516 days (FY08); Manhattan: 490 days
(FY09) vs. 420 days (FY08); Queens: 482 days (FY09) vs. 446 days (FY08)

North Dakota: Fargo: 448 days (FY09) vs. 485 days (FY08)

Ohio: Columbus: 630 days (FY09) vs. 771 days (FY08)

Pennsylvania: Elkins Park: 360 days (FY09) vs. 402 days (FY08); Philadelphia:
350 days (FY09) vs. 386 days (FY08); Philadelphia East: 377 days (FY09) vs. 422
days (FY08)

Tennessee: Memphis: 538 days (FY09) vs. 442 days (FY08); Nashville: 501 days
(FY09) vs. 475 days (FY08)

Texas: Dallas Downtown: 367 days (FY09) vs. 463 days (FY08); Dallas North: 331
days (FY09) vs. 403 days (FY08); Fort Worth: 306 days (FY09) vs. 372 days (FY08);
Houston-Bissonet: 328 days (FY09) vs. 471 days (FYO08); Houston Downtown: 340
days (FY09) vs. 298 days (FY08); San Antonio: 330 days (FY09) vs. 427 days (FY08)

Washington: Seattle: 511 days (FY09) vs. 551 days (FY08)

Wisconsin: Madison: 488 days (FY09) vs. 652 days (FY08); Milwaukee: 627 days
(FY09) vs. 658 days (FY08)

SIGNIFICANT INCREASE IN NEW CLAIMS FILED AND GROWING DDS
BACKLOGS

Since the end of FY 2008, new disability claims filed have been climbing steadily,
up nearly 15% by the end of FY 2009. But what is more troubling is how the in-
crease grew throughout FY 2009: December 2008 Quarter: 6.92%; March 2009 Quar-
ter: 15.23%; June 2009 Quarter: 16.32%; September 2009 Quarter: 20.25%.

The most alarming trend is the increase in the number of pending claims (initial
and reconsideration levels), up 38.8% since the end of FY 2008 and climbing from
763,183 to 1,059,241. This means that, at the end of FY 2009, more than 1 million
disability applicants were waiting for a decision on their claims at the initial and
reconsideration levels. When you add the 722,822 pending cases at the hearing
level, nearly 1.75 million people with disabilities were waiting for a decision. If the
new applications continue to increase at the higher level seen in recent months, the
total number of pending initial applications alone in the DDSs could hit over
1,000,000 claims by the end of FY 2010. This would be an 80% increase in pending
initial claims in just one year.

Claimant representatives in some states, including myself in Tennessee, have no-
ticed the increase in processing times. This is not surprising since the percentage
increase of pending cases in some states is much higher than the national average.
For example, at the initial level, the number of pending claims increased nationwide
by 38.1% at the end of FY 2009, compared to the end of FY 2008. However, in my
state of Tennessee, the increase was 66.2%. Other states with significantly higher
percentage increases in pending initial level claims include: North Dakota (68.5%);
Ohio (59.3%); and Texas (55.8%).

What does the increase in applications and pending claims at the DDSs mean for
the hearing level? Approximately 22% of the initial claims will result in a hearing

2The processing times reflect the times at the end of September in the respective fiscal year.
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request. This means there is a potential increase of 85,000 additional hearings just
from the FY 2009 applications, a statistic that underscores the fragility of the
ODAR progress accomplished in FY 2009.

Looking more closely at the situation in my state of Tennessee, there is reason
to be concerned. The increase in new claims will contribute to worsening a difficult
situation at the hearing level. Tennessee had one of the biggest increases in pending
claims in FY 2009 (66.2%), which was much higher than the national average. His-
torically, Tennessee has had one of the lowest DDS allowance rates. In FY 2008,
the Tennessee DDS allowed only 25.1% of initial claims (vs. a 36.0% national aver-
age) and only 8.7% of requests for reconsideration (vs. a 13.8% average). Out of 52
DDSs, Tennessee rated 50th, slightly better than only Mississippi and Georgia. As
noted above, the processing times at both the Memphis and Nashville ODAR hear-
ing offices did not improve in FY 2009 but rather grew worse—Memphis by nearly
100 days or more than 3 months, and Nashville by 26 days or nearly one month.
All of these trends—increased applications, a very low DDS allowance rate, and
worsening hearing level processing times—do not bode well for my clients and other
individuals in the state. As a result, I fear that things will get worse before they
get better.

Exacerbating the problem of a significant increase in new claims is the impact on
DDSs of state budget crises. Even though DDS salaries, offices, and overhead are
fully funded by SSA, some states are imposing hiring restrictions and furloughs of
employees, including DDS workers, because of budget problems. Earlier this year,
Commissioner Astrue wrote to Governors, asking them to exempt DDSs from hiring
freezes and furloughs. In September 2009, Vice-President Biden sent a letter to Gov.
Edward Rendell, the Chair of the National Governors’ Association, also urging that
states exempt DDS employees from state furloughs. These furloughs lead to loss of
administrative funding for the state DDSs and, more importantly, delay payment
of benefits to disabled beneficiaries.

SSA’s ABILITY TO PERFORM OTHER IMPORTANT WORKLOADS

Program Integrity Workloads. The processing of continuing disability reviews
(CDRs) and SSI redeterminations is necessary to protect program integrity and
avert improper payments. Failure to conduct the full complement of CDRs would
have adverse consequences for the federal budget and the deficit. According to SSA,
CDRs result in $10 of program savings and SSI redeterminations result in $7 of pro-
gram savings for each $1 spent in administrative costs for the reviews. However,
the number of reviews actually conducted is directly related to whether SSA re-
ceives the necessary funds. In addition, it is important, when it conducts work
CDRs, that SSA assess whether reported earnings have been properly recorded and
ensure that it properly assesses whether work constitutes substantial gainful activ-
ity (SGA).

Impact on Post-Entitlement Work. Staffing shortages also have led to SSA’s
inability to fully carry out many other critical post-entitlement workloads. One area
that has slipped, often with a very detrimental impact on people with disabilities,
is the processing of earnings reports by beneficiaries. When beneficiaries faithfully
notify SSA of earnings or other changes that may reduce their benefit payment
amounts, it may be months or years before SSA sends an overpayment notice to the
beneficiary, demanding repayment of sometimes tens of thousands of dollars of ac-
crued overpayments. It is shocking to beneficiaries to receive these notices, when
they reasonably assumed that SSA had processed the information they submitted,
and it is challenging, if not impossible, for someone subsisting on benefits alone to
repay the overpayments. Many individuals with disabilities are wary of attempting
a return to work out of fear that this may give rise to an overpayment, resulting
in a loss of economic stability and health care coverage upon which they rely.

SSA needs to develop a better reporting and recording system and promptly ad-
just benefit payments—thus preventing these overpayments. It is important to note
that, in and of themselves, overpayments do not indicate fraud or abuse as bene-
ficiaries are encouraged to work if they are able. The problems arise when reported
earnings are not properly recorded and monthly overpayments are not properly ad-
justed.

CCD RECOMMENDATIONS REGARDING SSA’s ADMINISTRATIVE FUND-
ING

We are optimistic that SSA will receive a final FY 2010 appropriation of $11.451

billion for SSA’s LAE, the same amount proposed by the President. SSA will use

this funding and about $350 million from the ARRA funding to address the growing

workloads facing the agency. Based on these funding levels, during FY 2010, SSA
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will be spending at least $11.8 billion to address the current staffing levels and as-
sociated costs necessary for the agency to function.

In FY 2011, SSA will be faced with additional costs of nearly $620 million just
to deal with inflationary costs associated with items such as salaries, benefits, rents,
and facility security. The resulting funding level, $12.42 billion will not address the
increased number of new claims, the newly created DDS backlog, and SSA’s plan
to eliminate the hearing level backlog by 2013. To address these workloads, SSA
will need additional resources. We estimate that an additional $780 million will be
necessary—at least $480 million to address the increased number of disability
claims and at least $300 million to continue making progress in reducing and elimi-
nating the hearings backlog by 2013.

To address the unprecedented increase in workloads and to prevent a severe dis-
ruption in service delivery, we recommend that a minimum of $13.2 billion be in-
cluded in the FY 2011 President’s budget request for SSA’s administrative funding.

RECOSI\éIMENDATIONS FOR IMPROVING THE DISABILITY CLAIMS PROC-
E

Money alone will not solve SSA’s crisis in meeting its responsibilities. Commis-
sioner Astrue is committed to finding new ways to work better and more efficiently.
CCD has numerous suggestions for improving the disability claims process for peo-
ple with disabilities. We believe that these recommendations and agency initiatives,
which overall are not controversial and which we generally support, can go a long
way towards reducing, and eventually eliminating, the disability claims backlog.

Caution Regarding the Search for Efficiencies

While we generally support the goal of achieving increased efficiency throughout
the adjudicatory process, we caution that limits must be placed on the goal of ad-
ministrative efficiency for efficiency’s sake alone. The purposes of the Social Security
and SSI programs are to provide cash benefits to those who need them and have
earned them and who meet the eligibility criteria. While there may be ways to im-
prove the decision-making process from the perspective of the adjudicators, the crit-
ical measure for assessing initiatives for achieving administrative efficiencies must
be how they affect the very claimants and beneficiaries for whom the system exists.

People who find they cannot work at a sustained and substantial level are faced
with a myriad of personal, family, and financial circumstances that will have an im-
pact on how well or efficiently they can maneuver the complex system for deter-
mining eligibility. Many claimants will not be successful in addressing all of SSA’s
requirements for proving eligibility until they reach a point where they request the
assistance of an experienced representative. Many face educational barriers and/or
significant barriers inherent in the disability itself that prevent them from under-
standing their role in the adjudicatory process and from efficiently and effectively
assisting in gathering evidence. Still others are faced with having no “medical
home” to call upon for assistance in submitting evidence, given their lack of health
insurance over the course of many years. Many are experiencing extreme hardship
from the loss of earned income, often living through the break-up of their family
and/or becoming homeless, with few resources—financial, emotional, or otherwise—
to rely upon. Still others experience all of the above limits on their abilities to par-
ticipate effectively in the process.

Proposals for increasing administrative efficiencies must bend to the realities of
claimants’ lives and accept that people face innumerable obstacles at the time they
apply for disability benefits and beyond. SSA must continue, and improve, its estab-
lished role in ensuring that a claim is fully developed before a decision is made and
must ensure that its rules reflect this administrative responsibility.

Technological Improvements

Commissioner Astrue has made a strong commitment to improve and expand the
technology used in the disability determination process. CCD generally supports
these efforts to improve the disability claims process, so long as they do not infringe
on claimants’ rights. Some of the technological improvements that we believe can
help reduce the backlog include the following:

1. The electronic disability folder. The initiative to process disability claims
electronically has the prospect of significantly reducing delays caused by the
moving and handing-off of folders, allowing for immediate access by different
components of SSA or the DDS, and preventing misfiled evidence.

2. Expanding Internet access for representatives. Under Electronic
Records Express (ERE), registered claimant representatives are able to sub-
mit evidence electronically through an SSA secure website or to a dedicated
fax number, using a unique barcode assigned to the claim. This initiative
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holds great promise, given that significant problems with the current process
exist.

Under the current process, representatives are to be provided with a CD
of the exhibited or “pulled” file shortly before the hearing and earlier in the
process after the appeal has been filed but before the file is exhibited. Due
to staffing shortages in hearing offices, I have had problems obtaining the
CDs and even obtaining barcodes, which allows me to submit evidence elec-
tronically. Receiving incomplete CDs leads to problems. I am unable to know
what evidence is in the record so that I can determine what evidence I need
to obtain and submit. This also can lead to submission of duplicate evidence,
which is time-consuming for ODAR staff but is the only way that I can en-
sure that ODAR has received the evidence. This can cause significant delay
both during and after the hearing.

We are optimistic that these problems will be resolved in the near future.
I am very much looking forward to having direct access to my clients’ elec-
tronic folders. A small group of representatives is involved in an SSA pilot
that gives them direct access to their clients’ electronic folders, allowing them
to download the contents through the ERE website. SSA has been working
on security and authentication issues and has a plan to gradually rollout this
initiative. I believe that it will make the hearing process more efficient for
all parties involved—claimants, their representatives, and SSA.

3. Use of video hearings. Video hearings allow ALJs to conduct hearings
without being at the same geographical site as the claimant and representa-
tive and have the potential to reduce processing times and increase produc-
tivity. We support the use of video teleconference hearings so long as the
right to a full and fair hearing is adequately protected; the quality of video
teleconference hearings is assured; and the claimant retains the absolute
right to have an in-person hearing as provided under current regulations.3
However, we have received complaints from representatives that, in some
cases, ALJs are discouraging claimants from exercising their right to an in-
person hearing. A new SSA pilot allows representatives to participate in
video hearings from their own private offices, with their clients present in
the representative’s office. The representative must agree to the terms estab-
lished by SSA. This pilot provides claimants with another option for their
hearings.

Other Improvements at the Hearing Level

1. The Senior Attorney Program. This program allows senior staff attorneys
in hearing offices to issue fully favorable decisions in cases that can be decided with-
out a hearing (i.e., “on the record”). I have had clients approved for benefits by sen-
ior attorneys in both the Memphis and Nashville hearing offices. This cuts off many
months in their wait for payment of benefits. I am pleased that Commissioner
Astrue decided to authorize the program for at least the next two years.® In FY
2009, senior attorneys decided more than 36,300 cases, a 50% increase over FY
2008. This means that more than 36,000 claimants were able to receive their dis-
ability benefits months sooner.

2. Findings Integrated Templates (FIT). FIT is used for ALJ decisions and in-
tegrates the ALJ’s findings of fact into the body of the decision. While the FIT does
not dictate the ultimate decision, it requires the ALJ to follow a series of templates
to support the ultimate decision. Representatives can use the FIT template, which
is available on the SSA website, to draft proposed favorable decisions. Many rep-
resentatives are now using the template either when requested by the ALJ or on
their own initiative. When the draft proposed decision is submitted to the ALJ, it
can lead to a speedier decision.

3. Increase time for hearing notice. We have previously recommended that
the time for providing advance notice of the hearing date be increased from the cur-
rent 20 days to 75 days. Based on my experience, I strongly believe that this in-
crease will allow more time to obtain medical evidence before the hearing and
makes it far more likely that the record will be complete when ALJ reviews the file
before the hearing. The 75-day time period has been in effect in SSA’s Region I
states since August 20065 and, based on reports from representatives, has worked
well.

320 C.F.R. §§404.936 and 416.1436.
4The program is extended through August 10, 2011. 74 Fed. Reg. 33327 (July 13, 2009).
520 C.F.R. §405.315(a).
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Improvements at the Initial Levels

CCD supports initiatives to improve the process at the initial levels so that the
correct decision can be made at the earliest point possible and unnecessary appeals
can be avoided. Improvements at the front end of the process can have a significant
beneficial impact on preventing the backlog and delays later in the appeals process.

1. New Screening Initiatives. We support SSA’s efforts to accelerate decisions
and develop new mechanisms for expedited eligibility throughout the application
and review process. We encourage the use of ongoing screening as claimants obtain
more documentation to support their applications. However, SSA must work to en-
sure that there is no negative inference when a claim is not selected by the screen-
ing tool or allowed at that initial evaluation. There are two initiatives that hold
promise:

¢ Quick Disability Determinations. We have supported the Quick Disability
Determination (QDD) process since it first began in SSA Region I states in
August 2006 and was expanded nationwide by Commissioner Astrue in Sep-
tember 2007.6 The QDD process has the potential of providing a prompt dis-
ability decision to those claimants who are the most severely disabled. Since
its inception, the vast majority of QDD cases have been decided favorably in
less than 20 days, and sometimes in just a few days.

o Compassionate Allowances. This initiative allows SSA to create “an exten-
sive list of impairments that we [SSA] can allow quickly with minimal objec-
tive medical evidence that is based on clinical signs or laboratory findings or
a combination of both. . . .” SSA has published an initial list of 50 conditions
on its website, with more to be added at a later date. Unlike the QDD screen-
ing, which occurs only when an application is filed, screening for compas-
sionate allowances can occur at any level of the administrative appeals proc-
ess. SSA has held recent Compassionate Allowance outreach hearings with
expert panels to consider early onset Alzheimer’s disease and schizophrenia.

2. Improve development of evidence earlier in the process. In previous tes-
timony, CCD has made a number of recommendations to ensure that disability
claims are properly developed at the beginning of the process. Claimants’ represent-
atives are often able to provide evidence that we believe could have been obtained
by the DDSs earlier in the process. Our recommendations include:

e Provide more assistance to claimants at the application level. At the
beginning of the process, SSA should explain to the claimant what evidence
is important and necessary. SSA should also provide applicants with more
help completing the application, particularly in light of electronic filings, so
that all impairments and sources of information are identified, including non-
physician and other professional sources.

e DDSs need to obtain necessary and relevant evidence. Representatives
often are able to obtain better medical information because they use letters
and forms that ask questions relevant to the disability determination process.
However, DDS forms usually ask for general medical information (diagnoses,
findings, etc.) without tailoring questions to the Social Security disability
standard. One way to address this would be for SSA to encourage DDSs to
send Medical Source Statement forms to treating and examining doctors.
These simple forms translate complex, detailed medical source opinions into
practical functional terms useful to the vocational professionals at DDSs and
hearing offices.

¢ Increase reimbursement rates for providers. To improve provider re-
sponse to requests for records, appropriate reimbursement rates for medical
records and reports need to be established. Appropriate rates should also be
paid for consultative examinations and for medical experts.

e Provide better explanations to medical providers. SSA and DDSs
should provide better explanations to all providers, in particular to physician
and non-physician treating sources, about the disability standard and ask for
evidence relevant to the standard.

e Provide more training and guidance to adjudicators. Many reversals at
the appeals levels are due to earlier erroneous application of existing SSA pol-
icy. Additional training should be provided on important evaluation rules
such as: weighing medical evidence, including treating source opinions; the
role of non-physician evidence; the evaluation of mental impairments, pain,
and other subjective symptoms the evaluation of childhood disability; and the
use of the Social Security Rulings.

620 C.F.R. §§404.1619 and 416.1019.
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e Improve the quality of consultative examinations. Steps should be
taken to improve the quality of the consultative examination (CE) process.
There are far too many reports of inappropriate referrals, short perfunctory
examinations, and examinations conducted in languages other than the appli-
cant’s.

3. Eliminate reconsideration. To create a more streamlined process, we have
supported elimination of the reconsideration level and adding some type of pre-deci-
sion contact with the claimant. SSA has tested the elimination of reconsideration
in ten “prototype” states [AL, AK, CA—Los Angeles, CO, LA, MI, MO, NH, NY—
Albany and New York City, PA] for nearly ten years and it was recently extended
through September 28, 2012.7 Claimants’ representatives in those states report that
the process works well without a review level between the initial determination and
the ALJ level.

ADDITIONAL RECOMMENDATIONS

In addition to addressing the backlog and SSA’s funding issues, there are several
other legislative proposals that the Subcommittee may be considering this year.

¢ Protecting claimants’ privacy rights. We understand that it can be cum-
bersome for SSA to obtain medical records, as it is for claimants and their
representatives, and that SSA is exploring more efficient ways to secure the
necessary evidence. While we support ways to make this process more effi-
cient, we believe that claimants’ privacy rights must be protected. We will
work with SSA to find a way to obtain, as efficiently as possible, a claimant’s
authorization for release of medical records to SSA, while protecting the indi-
vidual’s privacy rights.

o Extension of the fee demonstrations in the SSPA. Access to experienced
and qualified representatives through the lengthy and complex application
process is critically important to claimants. To this end, we support allowing
claimants to enter into voluntary agreements with representatives for fee
withholding and direct payment procedures whether under Title II or Title
XVI. The Social Security Protection Act of 2004 established two demonstra-
tion projects that should be made permanent because they have proven to be
effective in increasing claimants’ access to effective representation: (1) Exten-
sion of the Title II attorney fee withholding and direct payment procedures
to SSI claims; and (2) Allowing nonattorney representatives to qualify for fee
withholding and direct payment, provided they meet certain requirements.
Unless they are extended or made permanent, the demonstrations will sunset
March 1, 2010.

¢ Increase and indexing of the fee cap. Rep. John Lewis has introduced
H.R. 1093, which contains two provisions regarding the current $5,300 fee
agreement fee cap: (1) Increase the current fee cap to $6,264.50 (which rep-
resents the figure if it had been adjusted for inflation since the last increase
in 2002); and (2) Index the fee cap for future years to the annual COLA. We
support these changes since they ensure that there will be a knowledgeable,
experienced pool of representatives available to represent claimants.

e Work incentives. The Ticket to Work and Work Incentives Improvement Act
was enacted nearly ten years ago and is overdue for evaluation of its effec-
tiveness in employment of those receiving Title II and SSI disability benefits.
We urge renewal, strengthening, and permanent extension of expired/expiring
provisions including (1) SSA’s Title II demonstration authority to test prom-
ising approaches for work incentives and related provisions; (2) Demonstra-
tion to Maintain Independence, set to expire this year, to provide Medicaid
buy-in coverage to working individuals whose conditions or disabilities are not
yet severe enough to qualify them for disability benefits; (3) Protection and
Advocacy for Beneficiaries of Social Security to protect the rights of bene-
ficiaries as they attempt to return to work; and (4) Work Incentives Planning
Assistance, which provides state grants for outreach and education to individ-
uals with disabilities about supports and services regarding employment.

774 Fed. Reg. 48797 (Sept. 24, 2009).
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CLAIMANT STORIES PROVIDED BY REPRESENTATIVES IN 2009

CALIFORNIA

¢ Mr. B is a 57-year-old man from Los Angeles, CA. He worked in construction
for over 30 years before he became disabled. He has been unable to work since 2003
and is homeless. His only income is $221 per month from General Relief. He has
congestive heart failure, torn rotator cuffs in both shoulders, severe arthritis in his
knees, severe depression, and possible cerebral atrophy. He applied for benefits in
October 2007. After his claim was denied, Mr. B obtained representation and he
filed a request for a hearing in April 2008. He has been homeless the entire time
while he waited for a hearing. During the wait, his depression and physical health
have worsened. Mr. B’s condition requires him to rest during the day and keep his
feet elevated, however he was unable to comply because shelters do not allow resi-
dents to remain during the day. Not having a place to rest caused his feet and legs
to swell, resulting in a great deal of pain and discomfort. He also was hospitalized
after coming down with an infection in one of the shelters.

Mr. B’s hearing finally took place in July 2009, more than 14 months after re-
quested. The ALJ issued a favorable decision on November 2, 2009, more than two
years after Mr. B applied for benefits. Once he begins to receive benefits, in another
3 or 4 weeks, he will finally be able to find a permanent home and start working
on improving his health.

FLORIDA

¢ Mr. M is a 57-year-old man who worked as a Vocational Rehabilitation Spe-
cialist for over 20 years in Florida. He developed severe arthritis throughout his
body, wears bilateral hand splints, knee splints, has developed severe joint degen-
eration, spinal cord degeneration, is agoraphobic, depressed, and anxious. He cannot
take care of himself and he has no family to help him. He is about to lose his home.
Mr. M has exhausted his savings and his attorney writes monthly letters to his
mortgage company asking for extensions on his payments while he is waiting for
his hearing. Nevertheless, the company is about to foreclose on his home.

NEW YORK

¢ A 46-year-old man from Queens, NY, diagnosed with severe asthma, cardiac
disease, and severe depression, requested a hearing in August 2008. He last worked
as a truck driver and warehouseman. He died from cancer in September 2009.
Based on information received by his attorney, his hearing will not be scheduled any
time soon.

NORTH DAKOTA

¢ Mr. N worked as an assistant manager of an automotive/tire shop in Fargo,
ND. He was injured while on the job in June 2006. He did not apply for Social Secu-
rity disability benefits until August 2007. He has severe, chronic myofacial pain and
dysfunction syndrome, joint dysfunction, and lumbar and thoracic musculo-
ligamentous sprain/strain. He also has severe major depressive disorder and panic
disorder related to his injury, which has resulted in hospitalization. Mr. N requested
a hearing on March 21, 2008. He was finally found disabled by a decision of an ALJ
(without a hearing) on February 19, 2009. Correct payment of his Social Security
benefits was delayed due to an erroneous calculation of benefits based on his North
Dakota workers compensation claim. Benefits for his wife and dependent children
also were miscalculated. He received only a small portion of his regular monthly
benefit (less than $100 per month) and had to wait over seven months before he
received his past due benefits and began receiving the correct monthly benefit
amount. He was not receiving any wage loss benefits from workers compensation
during this timeframe.

OHIO

¢ Mr. N is a 55-year-old former maintenance supervisor who lives in Chillicothe,
OH. He has small vessel ischemia, cerebrovascular disease, lumbar scoliosis, degen-
erative joint disease, vision loss, migraine headaches, depression, anxiety, fatigue,
memory loss, and partial paralysis to his left side caused from two strokes. Mr. N
filed his request for hearing in September 2007. While waiting for a hearing, he has
had five liens put on his home, and does not have medical insurance to receive the

8Some of these claimant descriptions appeared in testimony presented by Peggy Hathaway
on behalf of the CCD Social Security Task Force at a Joint Hearing of the House Ways and
Means Subcommittees on Social Security and Income Security and Family Support on Elimi-
nating the Social Security Disability Backlog, March 24, 2009. The testimony is available at
http://democrats.waysandmeans.house.gov/hearings.asp?formmode=view&id=7618.
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medical treatment that he needs. His primary care physician has discussed his
treatment options and has explained that his health will continue to decline, and
that it is crucial for him to receive treatment as soon as possible.

¢ Mr. W, a 37-year-old fork lift driver from Columbus, OH, has a head injury and
bipolar disorder, which prevent him from working. He filed his application for dis-
ability benefits in November 2006. While waiting for a hearing, he and his family
were evicted from their apartment and his wife left him. He is living in a house
with a friend and is unable to pay rent. However, when he is awarded benefits, he
will owe back payment for the rent and continues to fall further into debt.

¢ Mr. P, a 60-year-old data entry person who lived in Columbus, OH, had back
and knee problems, epilepsy, and a number of infections that kept occurring
throughout his body. He filed his application for disability benefits on April 25,
2006. While waiting for a hearing, Mr. P became increasingly ill due to infection
and chronic lymphedema. He died on December 11, 2007. An on-the-record favorable
decision was made on October 9, 2008, ten months after his death. Mr. P was found
disabled as of May 1, 2002 (four years before he applied for benefits) through the
date of his death.

PENNSYLVANIA

¢ An attorney in Fort Washington, PA, reports that many clients have difficulties
applying for Title II or SSI disability benefits because they do not have health insur-
ance or the means to pay for medical treatment. They cannot treat their impair-
ments, so their conditions get worse, and they cannot prove the existence of dis-
ability. If they apply and are denied, there is a two-year wait for a hearing to be
scheduled. For SSI applicants awarded benefits, past due benefits are paid in in-
stallments, even if they are threatened with eviction or foreclosure or are unable
to pay for their medical treatment. One client, a former fast food worker, received
an “on the record” decision in November 2008, but received half of her back benefit
despite facing a foreclosure and has not yet received the other half of her benefits.
She cannot pay for her medication or co-pays. Her attorney suggested she go to the
SSA field office, but she is too sick and disabled to travel there and her cognitive
impairment prevents her from effectively communicating.

¢ Mr. D lives in Dalmatia, PA. He is a veteran of the Vietnam War and is a vic-
tim of Agent Orange and has other war-related health and mental problems. He had
obtained a favorable decision on his Social Security disability claim. However, be-
cause of a mix-up at SSA, it was nearly two years until his attorney was able to
straighten out his payments. He has a son with the same name and the SSA system
had the two individuals mixed in with each other. While waiting for his payments,
Mr. D’s house went up for a Sheriff's sale after foreclosure. Two days before the
sale, he called his attorney, crying, and said that he had no more reason to live.
Out of sheer desperation, they called Rep. John Kanjorski’s office, which was able
to help get the Sheriff’s sale postponed. Further, within two weeks, someone at SSA
was trying to straighten out the mix-up. Within two months, the payments started.
Mr. D’s attorney notes that he does not believe this would have been accomplished
if Rep. Kanjorski’s office had not intervened.

¢ Ms. L is 50 years old and lives in Pennsylvania. She has been diagnosed with
cirrhosis of the liver caused by Hepatitis C. Although she has finally received a
hearing date, the wait has been a struggle for her. She has had her utilities shut
off, her car repossessed, and her health has worsened. Ms. L’s medical care is very
costly. She has been non-responsive to certain treatments for her cirrhosis and is
now on the liver transplant list.

TENNESSEE

¢ Mrs. C, a 43-year-old radiology/CT scan tech, lives in Clarksville, TN. She is
unable to work due to diabetes, depression, anxiety disorder, fluid and arthritis in
her knees, spondylothesis, spinal stenosis, degenerative disc disease, broad based
disc bulges and severe pain and weakness in both legs. She filed her application for
disability benefits in June 2007. While waiting for her hearing, Mrs. X and her fam-
ily have been evicted from their home. Both of their vehicles have been repossessed,
and they are having extreme difficulties paying for their day to day living. Her hus-
band is on the verge of being laid off and, if that happens, there will be no income
at all for this family. Due to the backlog, this claimant and her family may lose ev-
erything before she is able to get a hearing date and decision.

¢ Ms. A is 61 years old and lives in Milan, TN. She has Major Depressive Dis-
order, which prevents her from working. She filed her application for benefits in
2007. Ms. A’s hearing has not yet been scheduled but her attorney has requested
an on-the-record decision. She and her husband, who is currently employed, were
forced to file for Chapter 7 bankruptcy in order to keep their house. The majority
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of her husband’s check is going to the bankruptcy trustee each pay period, leaving
them with only $4 to $27 per pay period for all of their other expenses, such as gro-
ceries and utilities

¢ Mr. D, a 48-year-old man who lives in Gibson County, TN, has musculoskeletal
impairments. He filed his application for disability benefits in 2007. Mr. D’s hearing
has not yet been scheduled. He has lost his home and his wife left him. He is essen-
tially homeless, living with various family members and friends.

¢ Mr. W is 53 years old and currently lives in Haywood County, TN. He has been
diagnosed with musculoskeletal impairments. He filed his application for disability
benefits in late 2004. It was denied and he had to appeal the case to federal district
court. The court remanded the case, but not until mid to late 2008. After a remand
hearing in 2009, his claim was allowed. However, while waiting for the decision, he
lost his home and has had to live with various family members.

TEXAS

¢ Ms. A is a resident of Austin, TX, who filed a claim for disability benefits on
April 27, 2006, after undergoing a quadruple coronary bypass. Ms. A’s claim was
denied initially and on reconsideration, and she requested a hearing on April 3,
2007, which was held on February 4, 2008. While awaiting the hearing, Ms. A expe-
rienced extreme financial hardship resulting in the foreclosure of her home and in-
creased depression and anxiety. Unfortunately, her claim was denied by the ALJ in
a April 2, 2008, decision. She appealed to the Appeals Council, which resulted in
a remand order, dated August 27, 2008, for another hearing. As of this date, the
remand hearing has not been scheduled, 15 months after the Appeals Council re-
manded the case. While waiting for her new hearing, Ms. A has continued to experi-
ence extreme financial hardship and, on several occasions, homelessness was a very
real possibility.

¢ Mr. A is 45 years old and lives with his wife in Mission, TX. He has degenera-
tive disc disease of the lumbar spine status post lumbar laminectomy, major depres-
sive disorder, and borderline intellectual functioning, which prevent him from work-
ing. He filed his application in September 2003. The claim was denied initially in
November 2003 and at reconsideration in February 2004 and he requested a hearing
a few days later. While waiting for a hearing, Mr. A’s house burned down in Novem-
ber 2004. His hearing was finally held in June 2006, more than two years after he
filed his appeal. The hearing was continued in order to obtain a psychological con-
sultative examination and a supplemental hearing was held in July 2007. The ALJ
denied the claim and on appeal, the Appeals Council remanded the case back to the
ALJ. During this period, Mr. A was forced to file for bankruptcy. He had a remand
hearing in February 2009 before the same ALJ who previously denied his case. At
the remand hearing, the ALJ announced he would be awarding a fully favorable de-
cision.

¢ Mr. R is 48 years old and lives in San Antonio, TX. He has back pain, joint
pain, hearing problems, Hepatitis C, and a head injury, which prevent him from
working. He filed his application for benefits in January 2007. While waiting for a
hearing, he became homeless and cannot receive proper medical attention. Mr. R
has to rely on the kindness of friends for his basic necessities.

WISCONSIN

¢ A middle-aged Eau Claire area woman became disabled, when her knees dete-
riorated to the point where she needed knee replacements. Her knee conditions led
to back problems, causing chronic pain for which she has to take highly potent nar-
cotic drugs. After waiting nearly three years for her hearing, the ALJ allowed her
case after ten minutes. While waiting for her hearing, her family lost their home
to foreclosure and she had to file for bankruptcy. After the hearing, her attorney
asked if they would have lost their home or had to file for bankruptcy if she had
been getting her Social Security disability benefits sooner. Tearfully, she replied, ab-
solutely not. To add insult to injury, her attorney just received a telephone message
from her in early November 2009. Even though this client’s fully favorable decision
was dated August 31, 2009, she has still not received either her first check or her
past due benefits. She called the Social Security District Office and was told it could
take 90 days for the Payment Center to get her into pay status and to issue her
payment for past due benefits.

¢ In early November 2009, a man from Humbird, WI, received his fully favorable
decision, almost three years after filing his Social Security disability application.
Unfortunately, he was served one day later with a Summons and Complaint to fore-
close his home. (His monthly mortgage payment had been increased from $327 per
month to over $900 per month, because the mortgage lender had to pay his property
taxes last year.) He is now hoping to negotiate a redemption, but it is unclear
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whether the mortgage holder will do so. If not, he will have to file for bankruptcy.
His attorney is hoping that the SSA Payment Center will not delay payment of his
case, so he will have his past due benefits to use in his attempts to work something
out with the mortgage holder.

¢ Also in early November 2009, the husband of a claimant from Chippewa Falls,
WI, came to the wife’s attorney’s office to ask if there is anything the attorney could
do to expedite payment of the wife’s benefits. His wife had filed her application in
July 2006. Nearly three years later, she received a fully favorable hearing decision,
dated June 19, 2009. Five months after the ALJ found her disabled, she still has
not received either a monthly benefit payment or her past due benefits. The client
and the attorney’s staff have placed calls to the SSA field office. They have been
told that the delay is caused by the Payment Center and that all the field office
can do is try to prod the payment center to pay the benefits.

¢ While waiting for his hearing, Mr. L became homeless. He lived in the La
Crosse, WI, area and was waiting for a traveling ALJ to schedule his hearing in
La Crosse. Over a one and a half year wait, Mr. L’s attorney tried to expedite the
hearing since he was homeless and winter was approaching. In January 2009, his
attorney sent the ALJ another letter indicating that Mr. L was living in a shanty
in the woods, hunting rabbit for food, and using a campfire to keep warm. Eventu-
ally, his hearing was scheduled for April 2009, but the ALJ approved the case with-
out the need for a hearing. By that time, Mr. L. had moved to another state to stay
with someone.

CONCLUSION

As you can see from the circumstances of these claimants’ lives and deaths, delays
in decision-making on eligibility for disability programs can have devastating effects
on people already struggling with difficult situations. On behalf of people with dis-
abilities, it is critical that SSA be given substantial and adequate funding to make
disability decisions in a timely manner and to carry out its other mandated work-
loads. We appreciate your continued oversight of the administration of the Social
Security programs and the manner in which those programs meet the needs of peo-
ple with disabilities.

Thank you for the opportunity to testify today. I would be happy to answer ques-
tions.

ON BEHALF OF:

American Association on Intellectual and Developmental Disabilities
American Council of the Blind

American Network of Community Options and Resources
Association of University Centers on Disabilities

Bazelon Center for Mental Health Law

Community Access National Network (TIICANN)

Epilepsy Foundation

National Alliance on Mental Illness

National Association of Disability Representatives

National Disability Rights Network

National Health Care for the Homeless Council

National Organization of Social Security Claimants’ Representatives
National Spinal Cord Injury Association

Paralyzed Veterans of America

Research Institute for Independent Living

The Arc of the United States

United Cerebral Palsy

United Spinal Association

World Institute on Disability

——

Chairman TANNER. Thank you very much, Ms. Bates. Of course
I should mention we will accept all your statements for the record
in their entirety.

Mr. Inspector General, welcome. You are recognized, sir.
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STATEMENT OF PATRICK P. O'CARROLL, JR., INSPECTOR
GENERAL, SOCIAL SECURITY ADMINISTRATION

Mr. O’CARROLL. Good afternoon, Mr. Chairman and Mr. John-
son. Thank you for calling this hearing, and giving me the oppor-
tunity to testify about SSA’s efforts to reduce the backlog of initial
disability claims. This has been a challenging time for the Amer-
ican economy and the American people. At such times, people turn
to the safety net of Social Security in record numbers.

In fiscal year 2009, SSA received almost 3 million applications
for disability benefits, which was an increase of some 15 percent
over the previous year. The State Disability Determination Serv-
ices, or DDSs, were able to process eight percent more claims than
the year before. However, this still created a net deficit, leaving the
backlog at its current level of three-quarters of a million claims.

One significant threat to SSA’s efforts to decrease this backlog
has been the furloughing of DDS employees by states struggling
with budget issues. Federal regulations discourage, but do not pro-
hibit, this practice. To date, nine states are furloughing all of their
DDS employees, and three states are furloughing some of their
DDS employees. In states furloughing all DDS employees, this has
created a 14 percent shortfall of capacity for processing applica-
tions.

In our report, “Impact of State Budget Issues on SSA’s Disability
Programs,” issued earlier this week, we estimate that the furloughs
will cause delays in 69,000 claims, and delays in issuance of $126
million in benefits to those in need.

Also troublesome from an integrity perspective is the resulting
increase in the backlog of medical continuing disability reviews, or
CDRs. These reviews result in program savings of $10 for every
dollar that’s invested. Resources that could be used for CDRs are
beinlg reallocated to processing initial claims, and program dollars
are lost.

Significant efforts have been made to limit the impact of the fur-
loughs. The Commissioner contacted all the state governors and
many state legislators. Vice President Biden wrote to the National
Governors’ Association. There was even litigation in California that
sought to preclude the furloughs.

As a result of these and other efforts, two states exempted their
DDSs from the furloughs, and three states partially exempted their
DDS employees, saving another 11,000 claims and $24.4 million
from being delayed. SSA has hired 192 new staff for Federal units
that process initial claims. The Agency transferred cases facing
delays from states to those Federal units to ensure timelier proc-
essing.

SSA should be commended for its efforts to minimize the impact
of state furloughs and other hiring and staffing issues. Still, these
state actions have clearly resulted in delays and increased the
backlog.

SSA staffing is another issue critical to the reduction of this
backlog. Congress was aware of the increased workload that the
economic downturn would engender when it passed the American
Recovery and Reinvestment Act. The act provides $500 million to
SSA to process retirement, disability, and survivors insurance
workloads, and SSA has put that money to good use.
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Of the $500 million, SSA invested $251 million in its office of op-
erations, which has now hired 1,531 additional staff. We reviewed
SSA’s plan for these funds, and found that the plan and the place-
ment of the new hires was appropriate. Most of the other $249 mil-
lion was invested in hiring 300 additional staff in the DDSs, and
35 ALJs and 556 support staff in the Office of Disability Adjudica-
tion and Review. We are now conducting similar reviews of SSA’s
use of these funds.

Finally, I would be remiss if I didn’t use this opportunity to en-
courage continued vigilance, with respect to program integrity. In
attending to the backlog of initial claims, it is critical that SSA and
the DDSs continue to conduct CDRs and refer suspicious claims to
the OIG’s cooperative disability investigative units and field divi-
sions.

The efforts that Congress, SSA, and the OIG have put forward
are important elements in ensuring that the backlog of initial
claims is ultimately reduced to an acceptable level. I pledge the
OIG’s continued support in this effort, and I thank you for the invi-
tation to be here today. I will be happy to answer any questions.

[The prepared statement of Mr. O’Carroll follows:]

Prepared Statement of The Honorable Patrick O’Carroll, Inspector General,
Social Security Administration

Good morning, Mr. Chairman, Mr. Johnson, and Members of the Subcommittee.
As always, it’s a pleasure to appear before you, and I thank you for the invitation
to be here today. I've appeared before you several times to discuss the backlog of
disability appeals, and the Social Security Administration’s (SSA) efforts to reduce
that backlog to ensure that appellants eligible for benefits receive them in as timely
a fashion as possible. Today, we are looking at SSA’s backlog in initial disability
claims, a backlog of over three-quarters of a million people currently waiting for
sorely needed benefits.

The past two years have been challenging ones for the American people, as the
economy struggled. In times such as these, people turn in ever-increasing numbers
to the world’s largest social insurance program. In Fiscal Year (FY) 2009 alone, SSA
received almost 3 million initial disability claims, an increase of 15 percent over FY
2008. These numbers challenge SSA’s ability to provide world-class service delivery,
creating workloads that exceed resources and causing delays and backlogs. These
numbers also create challenges for both SSA and the Office of the Inspector General
(OIG) with respect to stewardship, as we strive to ensure that only those eligible
for benefits are granted them.

To make the challenges even more daunting, the financial strain on the states
caused by the faltering economy have resulted in furloughs that further slow the
application process; and the increase in applications has forced the dedication of re-
sources to processing applications, rather than conducting medical continuing dis-
ability reviews (CDR) or work CDRs, or taking other steps to ensure integrity.

It is critical that Congress and the American people have reason to be confident
that Social Security benefits will be provided to those who need them, and equally
confident that their tax dollars are being spent well and wisely. The OIG is at work
on both sides of this equation, helping SSA to maintain its high level of service
through timely audits and recommendations, while also acting as a watchdog, to en-
sure that benefits are paid properly, and that appropriated resources are used as
intended.

Congress was certainly well aware of the challenges SSA would face in the cur-
rent economy when it provided SSA with $500 million under the American Recovery
and Reinvestment Act (ARRA) to process disability and retirement workloads, as
well as $500 million to replace the National Computer Center and $90 million to
process one-time economic recovery payments of $250 to beneficiaries. The OIG re-
ceived $2 million to ensure that these funds were used properly, and I'd like to
share some of our work in that area today.

The funds provided to SSA to process initial claims were critical. As I mentioned,
the current disability backlog stands at over three-quarters of a million applica-
tions—some 38 percent higher than a year ago. This resulted from a 15 percent in-
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crease in claims filed, against only an 8 percent increase in claims actually proc-
essed by the State Disability Determination Services (DDS). These delays are
caused not only by the increase in applications, however, but also by State fur-
loughs, staffing problems, and other issues.

The furloughs are particularly troublesome. Federal regulations discourage fur-
loughs of DDS personnel, but this has not stopped furloughs from occurring. To
date, nine states are furloughing all their DDS employees and three states are fur-
loughing some DDS employees.

In states that are furloughing all of their DDS employees, this has created a 14
percent shortfall of capacity for processing claims. In our report, Impact of State
Budget Issues on SSA’s Disability Programs, issued earlier this week, we estimate
that the furloughs have caused delays in 69,000 claims, and delays in the issuance
of $126 million in benefits to those in need. In addition to the furloughs themselves,
other issues are contributing to this impact. Certain states have encountered high
attrition rates among DDS employees, others have encountered pay freezes, and still
others have hiring practices that are problematic.

The Commissioner has made significant efforts to limit the impact of furloughs,
and was able to make some progress. He contacted all of the State Governors and
many State legislators. Vice President Biden wrote to the National Governors’ Asso-
i:iati}oln, and there was even litigation in California that sought to preclude fur-
oughs.

As a result of these and other efforts, two States exempted their DDSs from State
employee furloughs, and three States partially exempted DDS employees, saving an-
other 11,000 cases and $24.4 million from being delayed. Several more States fully
or partially exempted DDSs from hiring restrictions. Additionally, SSA hired 192
new staff for Federal units that process initial claims, and transferred cases facing
delays from States to those Federal units to ensure timelier processing.

While SSA should be commended for its efforts to minimize the impact of State
furloughs and other hiring and staffing issues, it is indisputable that these State
actions have resulted in delays and kept benefits out of the hands of those in need.

Staffing at SSA is another critical factor in timely processing of applications, and
the ARRA funds provided for that purpose have been put to use. Of the $500 million
allocated to this purpose, SSA allocated $251 million to its Office of Operations,
which is using the funds to process disability and retirement workloads. Operations
hired 1,531 new employees, and authorized the use of overtime pay to keep pace
with applications.

The Office of Management and Budget issued guidance on spending and account-
ing for ARRA funds, and this guidance included the publication of detailed plans
for use of the funds. The OIG just issued a report evaluating SSA’s plan for the
$251 million allocated to the Office of Operations. Overall, we found that the plan
was appropriate, and the placement of new hires was based on appropriate factors.

The remaining $249 million was primarily directed to the DDSs, which hired 300
additional employees, and the Office of Disability Adjudication and Review, which
hired 591 employees, of which 35 were Administrative Law Judges and 556 were
new support staff. The OIG is conducting audits of the plans for the DDS’ and
ODAR’s use of ARRA funds, similar to the audit conducted of the Operations plan.

SSA’s efforts to minimize the impact of State budget shortfalls, and its initial ef-
forts with ARRA funds, have been important steps in ensuring that initial applica-
tions encounter as few delays as possible, but more needs to be done. While addi-
tional resources would be of significant immediate benefit, there are long-term
issues that can be addressed to prevent future backlogs.

For example, SSA received $500 million in ARRA funds to replace the National
Computer Center (NCC), SSA’s aging repository for the data and electronic proc-
esses that enable SSA to pay benefits to 50 million Americans. Replacement of the
NCC is critical to the future of the Social Security system.

The OIG is monitoring SSA’s progress. At present, we continue to await specifica-
tions for the project, which we intend to subject to rigorous review. Our reports will
ultimately be published on our website, as well as Recovery.gov, and we will remain
involved 1n the process until a new data center is complete and operational.

Infrastructure and hardware, however, are only part of the equation, as SSA’s pri-
mary data applications require modernization. SSA’s attempts to upgrade its soft-
ware to improve service delivery and stewardship are ongoing, but need to be given
a higher priority. It is important that SSA consider all software options carefully
and ensure that it is taking the best approach. As we point out in our Financial
Statement Audit, consideration must be given to the benefits gained from the ad-
ministrative funds transferred to SSA’s IT budget each year. In addition, the OIG
strongly supports giving SSA’s Chief Information Officer sufficient delegated author-
ity and resources to fulfill required security responsibilities.
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Since I have mentioned two of the three ARRA mandates given to SSA, let me
briefly state that the OIG also reviewed SSA’s use of the $90 million provided to
process one-time $250 stimulus payments. We found that SSA implemented a com-
prehensive process to identify and report these costs, and met OMB’s requirements
for transparency and accountability. The process was not without its challenges,
however, including the issuance of checks to some ineligible prisoners and deceased
beneficiaries. While perfection is an unreasonable expectation, improvements can be
made legislatively and procedurally to tighten the process for future stimulus pay-
ments.

The primary focus of this hearing, however, is the disability application backlog,
and in addition to the efforts I described earlier, SSA has made other inroads to-
ward streamlining the initial disability determination process, reducing the backlog
and, more importantly, getting benefits into the hands of those who qualify, and
need them, as quickly as possible:

o Compassionate Allowances provide expedited approval to disability applicants
with confirmed diagnoses of certain severe impairments. These Allowances let
SSA quickly target the most obviously disabled individuals for benefits based
on objective medical information that SSA can obtain quickly.

e Quick Disability Determinations (QDD) are cases that are electronically iden-
tified as having a high potential that the claimant is disabled, when evidence
of the claimant’s allegations can be easily and quickly obtained, and when the
case can be processed quickly in the DDS. These cases are prioritized for fast
turnaround. We estimate that the Compassionate Allowances and QDD initia-
tives will account for approximately 3.7 percent of initial disability claims.

Additional Administrative Law Judges and hearing office support staff have

been hired by SSA, and the recommendations from our draft report, Hearing

Office Performance and Staffing, are being considered in ensuring that staff-

ing ratios in SSA hearing offices are optimized to make the most of the new

ALJ corps.

e SSA is developing a multi-year plan to reduce the initial claim backlog. Ac-
cording to SSA, the key components of this plan are:

e increased adjudicatory capacity in the DDSs and Federal processing com-
ponents;

e improved efficiency through automation;

o expedited IT investments to optimize systems performance;

e expanded use of screening tools to assist in identifying likely allowances;
and

o refined policies and business processes to expedite case processing.

The OIG will review the Agency’s plan when it is available, and will monitor its
progress closely.

e SSA has instituted a Senior Attorney Adjudicator Initiative, which allows at-
torney adjudicators to issue fully-favorable on-the-record decisions. The goal
is to expedite decisions while preserving ALJ resources for the more complex
cases that require a hearing.

e SSA has also instituted an Informal Remand Initiative, in which a hearing
office can return a denied claim to the DDS for review of the previous deter-
mination when there is a strong likelihood that the denial will be reversed,
again saving hearing resources for more complex cases.

Finally, I would be remiss if I did not point out that integrity continues to be a
primary focus of the OIG. Our continuing support for increasing the number of
CDRs has never wavered. As important as it is to ensure that applicants are eligible
for benefits at the time of their initial application, it is equally important to ensure
that they remain eligible as time goes by. However, SSA is expecting to have a back-
log of 1.5 million medical CDRs by the end of FY 2010. SSA had eliminated the
CDR backlog when Congress provided the Agency dedicated funding that could only
be used for CDRs. After that funding ran out in FY 2002, the backlog grew again.
When SSA performs a full medical CDR, it costs about $1,000, but provides an esti-
mated return on that investment of $10 to $1.

Similarly, the Cooperative Disability Investigative program, or CDI, is an impor-
tant ingredient in the integrity formula. The CDI Program began in Fiscal Year
1998 as a joint effort by the SSA and the OIG, in conjunction with the DDS and
State or local law enforcement agencies, to effectively pool resources for the purpose
of preventing fraud in SSA’s Title IT and Title XVI disability programs and related
Federal and State programs. In 1998, the CDI Units became operational in 5 states.
The program currently consists of 20 units located in 18 states, with 2 additional
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units to become operational in FY 2010. Since its inception, the CDI program has
closed 26,448 cases, and generated about $1.35 billion in SSA program savings and
another $829 million in non-SSA savings.

As more individuals apply for benefits, allegations to these 22 CDI units across
the country will increase. These units play a key role in ensuring that, while reduc-
ing the backlog of disability claims, SSA and the DDSs have an avenue available
to them to further explore claims that may be suspicious or lack sufficient informa-
tion to make a determination. Thus, the CDI program helps maintain the level of
accuracy and integrity in these programs that the American public deserves.

In summation, the OIG is dedicated to working with Congress and SSA to reduce
the backlog of disability claims, and to ensuring that this takes place in an environ-
ment in which efficiency, integrity, and transparency are paramount. SSA’s efforts
to date are commendable, and we look forward to continuing to assist in this critical
undertaking. I thank you again for the invitation to speak with you today, and I'd
be happy to answer any questions.

——

Chairman TANNER. Thank you very much, Mr. Inspector Gen-
eral.

Ms. Robert, we are delighted you are here, and glad to hear from
you in your capacity on the Disability Determination Services. So,
welcome. Thank you for being here.

STATEMENT OF ANN P. ROBERT, VICE PRESIDENT, NATIONAL
COUNCIL OF DISABILITY DETERMINATION DIRECTORS,
SPRINGFIELD, ILLINOIS

Ms. ROBERT. Thank you very much, Mr. Chairman, Mr. John-
son. My name is Ann Robert, and I am honored to be here on be-
half of the National Council of Disability Determination Directors.
TheSNCDDD is comprised of managers and directors of the State
DDSs.

As you have heard today, the state DDSs process all kinds of
claims, including initial applications, reconsiderations, and con-
tinuing disability reviews. You have also heard today about the in-
creases in the initial applications. While there have been increases
in recent years in funding for SSA—and the NCDDD thanks Con-
gress for the resources that the DDSs have received to assist in
giving the good public service that they have—those resource needs
are certainly going to continue, in light of the increased applica-
tions.

What’s complicating the Disability Determination Services’ abil-
ity to handle those increasing workloads are some of the other
things that you've heard about today. For example, the furloughs.
Despite the Commissioner’s efforts to exempt all DDS employees
from those furloughs, all of his attempts have not been successful.

What a furlough costs is not just problems in processing time, or
problems in working claims, but it also costs dollars from the State.
You heard that today. For example, a one-day furlough in the State
of Ohio costs the state $345,000 in administrative funding,
$149,900 in delayed monthly benefits to claimants, and impacts
731 claims. So you can see that the impact of even one day of fur-
lough is significant.

While SSA has authorized hiring in the DDSs, the hiring has not
always been optimized, because some other states have freezes and
delays in hiring. Other states have been able to hire.

But with hiring, you don’t get immediate results for increased ca-
pacity or productivity. The Social Security disability program is
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complex, and requires significant training to bring an examiner to
the point where they’re independent and productive. The initial
learning curve, coupled with the problems with attrition that the
DDSs currently encounter are impacting the DDSs’ ability to proc-
ess this workload.

Now, it’s been interesting, as the DDSs move forward, they have
always—even with limited resources—processed cases, stepped up
to the plate, provided good public service. The days of increased ap-
plications currently—and as we move in the future—provide sig-
nificant challenges to the DDSs, which certainly will require some
additional funding.

The Social Security Administration has requested, and Congress
has provided, additional funding for technology. Technology forms
a very important basis for improving claim processing, and it is
critical that that funding continue to provide the capacity and the
capability to provide good public service through an efficient and
quality case-processing system.

You’ve heard from the Commissioner today about a couple of the
initiatives: the DCPS, or the common case processing system; the
QDD and CAL initiatives, and also eCAT. Those initiatives are im-
portant. They combine both technology and policy. NCDDD sup-
ports the continuation of those initiatives, and will work with SSA
for the further development and roll-out of all of those initiatives
in the DDSs.

Social Security is working right now on a

Chairman TANNER. If you did all that from memory, you're
pretty impressive.

[Laughter.]

Ms. ROBERT. It’'s what we lawyers do, isn’t it?

Social Security is working right now, as you heard from the Com-
missioner, on workload planning issues. You have also heard from
him how they are creating some ESTSs, or extended service teams,
which will provide national resources to some of the DDSs needing
assistance. It’s very critical that the DDS community be involved
in every part of this process.

State DDSs are used to doing workload sharing, and helping out
with additional workloads. In fact, we helped with the ODAR re-
duction by taking some informal remand cases. But transferring
cases from state to state can be both politically sensitive and tech-
nologically challenging. So, this move must move forward with
much caution and much collaboration by the DDSs.

NCDDD will continue to work with the SSA in development of
an operational plan that is cost efficient, that is cost effective, en-
suring success to address the workload while providing good, qual-
ity service, and program stewardship.

We want to thank Commissioner Astrue for his collaboration and
support of the DDS community. We want to thank this committee
for their support of the funding for the Social Security Administra-
tion that assists the DDSs, and we also look forward to enhancing
the partnership of the Federal-State relationship.

So, in closing, the need for additional resources comes in a vari-
ety of ways. Certainly we need funding for staffing. We also need
additional funding to continue with the initiatives, and funding for
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the robust infrastructure that needs to support this case processing
system that can handle all these claims.

So, thank you, Mr. Chairman, for inviting me to come here today,
and for all your work in this regard.

[The prepared statement of Ms. Robert follows:]

Prepared Statement of Ann P. Robert, Vice President, National Council of
Disability Determination Directors, Springfield, Illinois

Chairman Tanner, Mr. Johnson, Members of the Subcommittee, my name is Ann
Robert and I am honored to have this opportunity to appear on behalf of the Na-
tional Council of Disability Determination Directors (NCDDD) to comment on the
effect of SSA’s unprecedented backlog of disability claims, the agency’s efforts to ad-
dress those challenges, the impact of the recession on disability claims processing,
and the ongoing need for adequate resources to address these issues.

The National Council of Disability Determination Directors (NCDDD) is a profes-
sional association composed of the Directors and managers of the Disability Deter-
mination Services (DDS) agencies located in each state, the District of Columbia,
Puerto Rico, and the Virgin Islands. Collectively, members of the NCDDD are re-
sponsible for directing the activities of approximately 15,000 employees who process
nearly 4 million claims per year for disability benefits under the Social Security Act.
NCDDD goals focus on establishing, maintaining and improving fair, accurate, time-
ly and cost-efficient decisions to persons applying for disability benefits. The mission
of NCDDD is to provide the highest possible level of service to persons with disabil-
ities, to promote the interests of the state operated DDSs and to represent DDS di-
rectors, their management teams and staff.

The DDSs are entirely federally funded by SSA and make medical determinations
for the Social Security disability programs. The DDSs adjudicate various claim types
including initial applications, reconsiderations, and continuing disability reviews.
Many SSA executives have referred to the DDSs as the “best bang for the buck”
in promoting governmental efficiency and effectiveness. NCDDD believes the Fed-
eral-State relationship is an important piece of the solution to addressing the in-
creasing backlog of disability claims.

NCDDD appreciates the increases in SSA funding over the past few years and
sincerely thanks Congress for the resources to assist the DDSs in providing the
needed and necessary service to those Americans reaching out for help in desperate
and difficult times. The recent funding increase has resulted in a decrease in the
backlog and processing time at the hearings level. The DDSs received additional
funding for overtime which they utilized for the Informal Remand process to assist
ODAR with the backlog reduction.

The DDSs have seen a significant increase in the filing of initial disability claims
which started in early FY 2009 as Baby Boomers predictably began to leave the
workforce in their disability prone years and the nation began to experience the con-
sequences of the economic downturn. As workers unexpectedly lost their jobs, they
sought any other source of income, including Social Security disability benefits. Be-
tween the end of FY 2008 and the end of FY 2009, the number of initial claims has
increased 14.8%. The total number of initial pending claims is expected to exceed
one million by the end of FY 2010.

The full or partial furlough of DDS staff in several states has added additional
hardship to processing the disability workload. These furloughs have continued de-
spite the support of the Administration and the committed leadership and support
of Commissioner Astrue to exempt these federally funded DDS employees from the
furloughs. Currently there are thirteen (13) states with full or partial furloughs.
These furloughs compromise efforts by DDS staff to allow claims, including extreme
hardship claims, and the ability of the DDS to provide the necessary public service.
A one (1) day furlough can cost a state like Ohio $345,000 in administrative funding
and $149,900 in delayed monthly benefits while impacting 731 claims. In other
cases, DDSs have not been able to optimize all the hiring authorized by SSA due
to a state-imposed hiring freeze or state hiring delays.

SSA has requested significant funds to process the disability workloads and Con-
gress has generously provided these funds. While the DDSs have worked to hire to
optimal levels, the increasing complexity of the disability program criteria requires
approximately 12—-18 months of experience in the program for a disability examiner
to become fully independent and productive. Therefore, hiring does not immediately
translate to increased capacity and productivity. This initial learning curve, coupled
with the current attrition in the DDSs (12.3% annually) is a significant challenge
for the state DDSs in maintaining a qualified and experienced workforce. Histori-
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cally, despite limited resources, the DDSs have worked to provide the much needed
public service. However, the rising number of applications and the limited ability
to hire and retain qualified and trained staff will have significant negative impact
for the DDSs and the public we serve.

SSA has, for the past few years, looked for ways to utilize technology to provide
greater capacity and more efficient claim processing. The move to electronic claim
processing was a significant task and one that came with some difficulty but much
benefit to the disability claimant and to those components adjudicating disability
claims. SSA has continued to request funds for technology and those funds have
been and continue to be critical to ensuring the necessary capacity and capability
to provide not only efficient but also high quality service to which the American
public is entitled.

Currently SSA has various initiatives combining policy and technology which have
the potential to improve claim processing on several levels. The Disability Case
Processing System (DCPS) is a SSA initiative partnering and collaborating with the
States to design a case processing system to be used by all Disability Determination
components. This case processing system should, when complete, provide a com-
prehensive process to produce efficiencies. DCPS must have sufficient infrastructure
to provide a robust system that is stable, available, and responsive. DCPS should
facilitate case processing not only in an individual DDS but when the need arises
to assist with future workload challenges between Disability Determination compo-
nents. The Quick Disability Determination/Compassionate Allowance (QDD/CAL)
initiative is a process which allows the system to prioritize cases through technology
providing for early identification of cases with a high potential of allowance thereby
delivering expeditious service to those in desperate need. Another important but
separate initiative of SSA is the Electronic Case Analysis Tool (eCAT). This tool can
assist an examiner in working through a complex claim to reach the correct decision
at the earliest point in the process. NCDDD supports each of these initiatives and
will continue to work with SSA to further develop, refine, and roll out these proc-
esses.

SSA has begun planning for the potential to achieve greater capacity to address
additional claims. The strategies are, necessarily, multifocal and involve both state
and federal components. For example, SSA has funded four DDSs to create Ex-
panded Service Teams (EST) to produce work as a separate entity and as a “na-
tional resource” with a yet to be finalized methodology as to how states will quality
for assistance and how this process would impact productivity for any affected com-
ponent.

The DDSs have a long and successful history of working cooperatively to assist
with other workloads on an informal basis. With this background of success, the
DDS community should be actively involved in all discussions to determine the best
methodologies to provide assistance to any state while keeping in mind our primary
focus of providing the best public service possible. Transferring work from state to
state or to other components is both politically sensitive and frequently a techno-
logically challenging venture that needs to be considered cautiously. Any plan to ad-
dress the workload should be replete with appropriate mechanisms to assure ac-
countability and consistency in decision-making regardless of which State Agency or
federal disability component processes the claim. NCDDD will continue to advocate
for DDS involvement in this plan and for a process that is well researched. NCDDD
will assist in identifying and resolving potential problems or obstacles to ensure an
efficient and effective process for those involved in this work flow process and those
affected by it.

SSA is facing unprecedented increases in workload and requires an appropriate
level of funding to continue to serve the American public with timely and accurate
decisions, for both new applications and continuing disability reviews. SSA and the
DDSs must receive adequate resources to provide necessary staffing, continue im-
portant initiatives, and provide a robust infrastructure that delivers the system sta-
bility and availability for claim processing. NCDDD stands ready to work coopera-
tively with the SSA in developing an efficient, consistent, and cost-effective oper-
ational plan that will ensure the success of addressing this unprecedented workload
while continuing to provide quality public service and program stewardship. We
would be remiss if we did not publicly acknowledge the outstanding and unwavering
support that Commissioner Astrue has provided to the DDS community. His collabo-
ration and partnership have been invaluable to the identification of solutions and
successes in the disability process.

Mr. Chairman. On behalf of NCDDD, thank you again for the opportunity to pro-
vide this testimony. NCDDD has a long track record of success working with SSA
to provide the highest level of service. I hope that this information is helpful to the
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Subcommittee. NCDDD is willing to provide any additional assistance you may need
and I would be happy to answer any questions you may have.

————

Chairman TANNER. Thank you very much, Ms. Robert. We
agree that your organization has to be a critical part of this.
Judge Auerbach? Your Honor, you are recognized.

STATEMENT OF LARRY A. AUERBACH, ADMINISTRATIVE LAW
JUDGE, ON BEHALF OF THE FEDERAL BAR ASSOCIATION,
ATLANTA, GEORGIA

Judge AUERBACH. Thank you, Mr. Chairman. I am Larry
Auerbach, from the Atlanta downtown hearing office of Social Secu-
rity, and I believe I am required to give the disclaimer that I am
not speaking on behalf of Social Security or the Federal Bar Asso-
ciation, but rather, the Social Security section of the Federal Bar
Association.

There has been, as there has to be, a lot of talk about statistics
and data here. That is how we gauge what the problem is, and how
we gauge our success in dealing with the problem. But Congress-
man Kind and Ms. Bates each talked about individuals who suffer
because of the delay.

As a judge, it is sadly common that I see individuals who are suf-
fering those losses, individuals whose medical notes indicate that
surgery is needed, but can’t be done until disability is approved; in-
dividuals who are not taking their diabetes medication or their hy-
pertension medication, because of a lack of funds while they are
waiting on the approval of their disability.

These people don’t just suffer at that time, but their disabilities,
which might sometimes be temporary, become permanent disabil-
ities while they are awaiting adjudication. That’s a devastating
blow to those individuals, and it’s also a blow to the American tax-
payers, who will then be funding disability payments for these indi-
viduals and health care costs for the rest of their lives.

I have seen individuals who have lost their homes, lost their cars
while they are waiting on their determination. Without a car, peo-
ple often don’t have access to medical care. Without homes, they
lose safety, stability for themselves and their families. Sadly, we
find too often that we can’t even find the individuals to notify them
that their day in court has finally come.

The human face of this is tragic. It has, as has been noted by
everyone here, improved dramatically. When I started just three-
and-a-half years ago as a judge with Social Security, the average
claimant that I saw had applied for benefits about four years before
the date of his hearing. Today, I am seeing claimants who applied
about two years before the date of the hearing. That’s still a really
long time, and, tragically, too long.

Progress has been made because of support from Congress and
support from this committee, and initiatives that Commissioner
Astrue talked about. The Social Security section applauds those.
The improved technology has been a great benefit. The increased
numbers of Administrative Law Judges and, just as importantly,
the increased number of staff, has been vital to reducing the back-
log and the wait times.
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Judge Cristaudo, who was here earlier, sitting behind the Com-
missioner, and his team have done a lot to implement the Commis-
sioner’s plans, but if you look at the data, some of which are cited
in my written testimony, there is a wave of claims being filed now
with the state DDSs. The resources now will not accommodate that
wave.

What will happen is that the backlogs will increase, the wait
times will increase, and the tragic effects on human beings will in-
crease, unless there is decisive action. In my written testimony
there are a number of specific recommendations. The DDSs—and
I know they are well represented here—they have been overbur-
dened for years. With the increased load, they will be further over-
burdened.

The Social Security section would support some congressional ac-
tion to prevent the furloughs at DDS—not any particular bill; I'm
not familiar with the specific bill which has been proposed, but we
would support some action to prevent these State employees from
being furloughed.

We also think there is a need for improved adjudication at DDS
to mitigate the problems and the downstream flow that comes to
the hearing offices. I believe it was Congressman Becerra who
talked about consistency. There really isn’t consistency in state
DDSs. If a claimant from your home State of Tennessee or my
home State of Mississippi were to take the bridge right across the
Mississippi River to Arkansas, their chance of initial approval
would go up by 50 percent. That’s really an unacceptable result.
Justice, simple justice, demands that there be more consistency in
the program.

And we would urge that Congress ensure that Social Security
Administration has the authority and has the mandate from Con-
gress to remedy that. That needs to be done by closer oversight, the
resources for that oversight, and enforcement action, training, or
whatever is necessary.

We fully support the improved increased technology that Social
Security has implemented. It’s been a tremendous benefit, having
electronic files. I can conduct hearings in three states in one week
without ever leaving Atlanta. That’s a great benefit. But we have
to remember that every case is a human being who needs his day
in court, who needs his due process, and who needs to be able to
tell an impartial judge his story.

Technology can’t do everything. Only people can do it, people who
have the time, the ability, and the willingness to stop and listen
and understand the details of that individual’s case and their med-
ical history.

I believe the inspector general covered most of what I wanted to
say about continued disability reviews. But I would like to point
out that, beside being a tremendous benefit to the taxpayer, saving
$10 for every $1 spent, they are also, in a way, are a benefit to the
claimants. Claimants who know that they will face a continuing
disability review are provided an added incentive to take advan-
tage of medical care, vocational services, and other services to get
themselves back into the workforce. Sometimes they need that
extra push.



116

But part of that process is that claimants who disagree with the
findings have a right to a due process hearing before an adminis-
trative law judge. So we have to understand that when we fund
CDRs, we also have to fund the judges and the staff to hear those
disability claims.

Thank you, Mr. Chairman, Mr. Johnson, for your time. I would
be happy to answer any questions.

[The prepared statement of Judge Auerbach follows:]

Prepared Statement of The Honorable Larry A. Auerbach, Administrative
Law Judge, on behalf of the Federal Bar Association, Atlanta, Georgia

I am Larry Auerbach and I am appearing here on behalf of the Social Security
Section of the Federal Bar Association. I am an Administrative Law Judge (“ALJ”)
in the Office of Disability Adjudication and Review of the Social Security Adminis-
tration in the Atlanta, Downtown hearing office. While having only been an ALJ for
three and one-half years, I have heard and decided approximately 1,700 appeals.
Prior to becoming an ALJ, I was an attorney for 27 years with the Office of the So-
licitor, U.S. Department of Labor; during the last 12 of those years I served in var-
ious management positions, including Deputy Regional Solicitor.

I am pleased to be here today representing the Social Security Section of the Fed-
eral Bar Association. My remarks are exclusively those of the Social Security Sec-
tion and do not necessarily represent the views of the Federal Bar Association as
a whole. Moreover my remarks do not reflect the views of the Social Security Ad-
ministration.

Unlike other organizations associated with Social Security disability practice that
tend to represent the interests of one specific group, the Federal Bar Association’s
Social Security Section embraces all attorneys involved in Social Security disability
adjudication.”

The common focus of the FBA’s Social Security Section is the effectiveness of the
adjudicatory process at all phases including hearings in the Office of Adjudication
and Disability Review (ODAR), the appeal process before the Appeals Council, and
judicial review through the federal courts. Our highest priority is ensuring the in-
tegrity, fairness, independence, and effectiveness of the Social Security disability ad-
judication process to those it serves—both Social Security claimants themselves and
the American taxpayers who have an interest in ensuring that only those who meet
the criteria for eligibility receive these benefits.

We appreciate the continuing commitment that the Social Security Subcommittee
has shown for fair and effective adjudication of disability claims. As we will discuss
in more detail below, your support has enabled the Social Security Administration
to reverse the long-standing trend toward increased backlogs and longer wait times.
Most importantly, this is being done without sacrificing due process. We strongly
believe that the growing disability claims workload can, and indeed must, be ad-
dressed without limiting claimants’ opportunity for full due process at every stage.
In fact, we believe that affording due process at every stage is essential to fulfilling
the Commissioner’s objective of reaching the right decision at the earliest possible
stage of the process. The ODAR hearing before an impartial judge is the method
by which claimants have an opportunity to tell their story. This right must never
be abridged.

Increased staff and improved technology have had a dramatic and positive effect
on the disability appeals process. By way of example, in October 2009 ODAR had
66,200 case dispositions. This is an increase of almost 60 percent from October 2007
when there were 41,361 dispositions. We applaud Congress for the funding which
has made this possible. Nevertheless, delays remain at unacceptable levels. Further-
more, increases in applications will strain even the increased resources. A growing
achl'uc(liicatory backlog is foreseeable unless significant additional resources are pro-
vided.

When we speak of anticipated increases in case filings due to the difficult econ-
omy, it is important to note that this is not based on mere speculation. ODAR hears
cases which have been appealed from state Disability Determinations Services and

“Our members include Attorney representatives of claimants, Administrative Law Judges, Ad-
ministrative Appeals Judges, staff attorneys in the Office of Disability Adjudication and Review,
attorneys in the Social Security Administration’s Office of General Counsel, U.S. Attorneys and
Assistant U.S. Attorneys, U.S. Magistrate Judges, District Court Judges, and Circuit Court
Judges.
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in 2009 alone, there was a 38 percent increase in the number of disability claims
received by these state agencies. As we will discuss in more detail, projections call
for even greater increases in coming years.

We thank the Social Security Subcommittee for holding this hearing and for keep-
ing the attention of the American public on the problems faced by hundreds of thou-
sands of Americans who too often wait years for a determination of their claims.
The Social Security Administration’s Inspector General has reported that the long
waits adversely affect as many as 80 percent of all claimants, with 30 percent say-
ing that the long waits impacted their access to health care.

As a judge, I see the human face of these statistics. Few days pass during which
I do not see severely disabled individuals who have suffered serious and even irrep-
arable physical, emotional and economic harm while awaiting a decision. It is sadly
common to see medical treatment notes which state, for example, that:

1. A claimant is awaiting approval of disability benefits so he can have nec-
essary back surgery.

2. A claimant could not afford his diabetes medication and has now developed
irreversible neuropathy or retinopathy.

3. A claimant’s psychiatric condition has deteriorated because of the lack of
funds for therapy and medication.

It is also common to see individuals who have lost homes and cars while awaiting
a benefits determination. The losses do not just result in the loss of creature com-
forts for claimants. They result in the loss of safe and secure housing, the loss of
transportation to medical care, and even the loss of a stable address where claim-
ants can be contacted regarding their health or the status of their disability claim.

It is important to avoid viewing that disability adjudication process as merely cold
numbers and statistics. Each case represents a human being, and often a family,
whose lives are on hold awaiting a decision. The time spent in each stage of the
claims process—from initial application to final determination—is a seemingly end-
less wait to those in need. The maxim, “Justice delayed is justice denied,” is never
more true than in the disability adjudication process.

We commend the Commissioner on the great strides which have been made in re-
ducing the backlog and reducing wait times. The Commissioner is in the fourth year
of an ambitious program ensuring that those claimants who have waited the longest
have their claims adjudicated. In the first year of this program, the Commissioner
directed that all claimants whose hearing requests would have been pending for
1000 or more days received ALJ decisions by the end of fiscal year 2007. Each year,
thehComlmissioner has set his goal as shortening this time, and he has achieved
each goal.

The current goal is that by the end of fiscal year 2010, ODAR will have held hear-
ings and issued decisions for every claimant whose request for hearing would be 800
days old by that date. The goal is to ensure that all claimants who requested a hear-
ing on or before July 18, 2008 receive an ALdJ-issued decision by September 30,
2010. This goal is achievable, but we must note that upon meeting this goal we will
still have claimants who have waited for a decision well over two years since their
request for hearing. It is also important to remember that these claimants all have
been through the mandatory state Disability Determination Service (“DDS”) admin-
istrative process prior to requesting a hearing, a process that commonly takes six
months to one year.

Our testimony today advances five recommendations:

1. State Disability Determination Services should be provided signifi-
cantly enhanced resources.

2. SSA should continue to hire Administrative Law Judges and support
staff, and add needed hearing offices.

3. SSA should continue to develop and implement improved techno-
logical and other initiatives.

4, New efforts are needed to accomplish the Commissioner’s goal of mak-
ing the right decision at the earliest possible stage.

5. Continuing Disability Reviews should be fully funded at every stage of
the process.

Let’s examine each of these recommendations:
1. State Disability Determination Services should be provided significantly
enhanced resources.

Initial disability determinations are made by state Disability Determination
Services. These state agencies are funded by the Federal Government. Only
claimants who are denied fully favorable decisions by these agencies may request
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hearings before an Administrative Law Judge in ODAR. These DDS decisions
have a major impact on the workload of ODAR and play a vital role in the dis-
ability process. In these difficult economic times, the number of disability claims
is increasing dramatically. In fiscal year 2009 there were 385,000 more claims
filed than in the prior fiscal year. This is a one-year increase of approximately
15 percent. Estimates are that in 2010 there will be 733,000 more disability
claims filed than in fiscal year 2008. Current estimates by SSA’s Office of Budget
indicate that in fiscal years 2009 through 2012 there will be over 2.25 million
more disability claims filed than there would have been if the 2008 rate had re-
mained constant. This is a staggering increase in the workload of DDSs.

Aging baby boomers, inadequate healthcare, and decreased jobs in the econ-
omy all contribute to the projected increase in the number of claims. The in-
creased numbers of claims do not represent simply unemployed individuals who
are capable of competitive work. Many are individuals who, due to mental or
physical impairments, were marginally productive workers in years past. In to-
day’s struggling economy, businesses find that they simply cannot afford to re-
tain such workers. Of course, all claimants, whether or not they qualify for bene-
fits, are entitled to a fair and timely adjudication of their claims.

The DDSs are overburdened and improved efficiency cannot prevent the in-
creased numbers of applicants from causing delayed decisions by the DDS. Fur-
ther, increased pressure on state workers to decide more and more cases is likely
to decrease the time spent on each determination and thus negatively impact the
accuracy of the decisions made. Such a result would be detrimental to the claim-
ants who may be wrongly denied benefits, as well as to American taxpayers who
will bear the costs of improperly granted benefits.

The problem is further exacerbated by the many states who, for economic rea-
sons, have furloughed state employees, including DDS workers. Despite the fact
that 100 percent of the salaries and overhead expenses of DDS employees is
borne by the Federal Government, these states have decreased the number of
DDS workdays available to process the increased number of cases. Some gov-
ernors have continued their “savings” despite the fact that two months ago Vice
President Biden sent a letter to Governor Edward Rendell of Pennsylvania, the
Chair of the National Governor’s Association, urging that DDS employees be ex-
empt from state furloughs.

This situation requires immediate attention. We urge Congress to respond by
not only providing adequate funding for DDS, but also requiring full work weeks
for DDS employees.

SSA should continue to hire Administrative Law Judges and support
staff, and add needed hearing offices.

In the last 18 months, SSA has significantly increased the number of Adminis-
trative Law Judges and support staff. These increases are ongoing and many of
the newest staff are still working their way to full productivity. This increase
in resources already has resulted in a dramatic increase in the number of adju-
dications. It is important to note that ODAR has not simply added people; it has
added a corps of highly competent and dedicated individuals. Each decision made
by ODAR judges is important to the taxpayers and is critical to the claimant.
Our newest judges have shown themselves to be capable adjudicators who under-
stand how important it is to make the right decision and how to do so with speed
and efficiency.

The Commissioner has wisely matched increased numbers of ALJs with sig-
nificant increases in support staff. It is critical that the numbers of ALJs and
support staff continue to increase. As I commented at a recent staff meeting, sta-
tistics may indicate that I produced a certain number of dispositions, but that
is misleading. I do not decide cases by acting alone. There are staff members who
organize the evidence and schedule the hearings, others who obtain missing
medical evidence and arrange for necessary consultative examinations, and still
others who perform a myriad of tasks essential to the adjudicatory process. In
addition, staff attorneys and paralegals turn decisional instructions into draft de-
cisions. Each case disposition is the product of a team of individuals.

Commissioner Astrue has recently increased the support staff to ALJ ratio
from just over four support staff members per ALJ to about four and one-half
support staff members per ALJ. We believe that this increase will add efficiency
to the adjudicatory process. We commend the Commissioner for this staffing de-
cision. As we move to greater reliance on technology, it is hard to predict what
the most effective and efficient ratio will be. We urge the Commissioner to con-
tinue to monitor the staffing ratios so as to maximize the ALJ’s ability to
produce legally sound and just decisions.
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As discussed later, electronic processes have substantially increased efficiency.
However, there is a critical limit to this. Each decision requires a judge to ana-
lyze and fully understand the medical evidence and other documentation in a
file. The judge must then use good judgment to apply the law to the facts he
finds. Electronics cannot replace human judgment. No matter how efficient our
technological processes become, critical judgments must be made thoughtfully by
human beings. If for no other reason, this immutable fact requires that there be
increased staffing. Otherwise, the increased number of claims will exacerbate the
unconscionable delays which have been faced by citizens who have come to their
government in their time of need.

The Commissioner has opened two national hearing offices and plans to open
two more. These offices conduct video hearings in states where they are most
needed. This has helped reduce the backlog and improve the disposition time.
In addition, the Commissioner plans to build 13 traditional hearing offices
around the country. If these are properly located and staffed, they should help
reduce the backlog of cases.

Efficient and fair adjudication can be advanced through greater use of tech-
nology, and SSA is making that happen. But we cannot rely on technology alone.
SSA must continue to increase its cadre of well-trained, skilled, motivated, and
caring employees—both ALJs and support personnel.

. SSA should continue to develop and implement improved technological
and other initiatives.

SSA is rapidly moving to implement a fully electronic business process. This
process has significantly enhanced efficiency. I fully expect that the implementa-
tion of newer technology and processes will further enhance efficiency. Electronic
files have also helped improve the decisional process by making it easier for the
judge to fully review the evidentiary record.

Improved use of technology has also enhanced the efficiency and productivity
of ODAR. Funding hardware and software for full implementation of techno-
logical advances is undoubtedly expensive. However, we believe that doing so is
essential to reduce the hearing backlog. In the long run, technology will save
many times its cost and it will greatly assist SSA’s ability to provide timely and
just decisions.

Video hearings enable judges to conduct hearings without traveling to remote
hearing sites. Judges are able to interact with claimants by videoconferencing so
that the claimants can be seen and heard as if they were in the hearing room
with the judge. This has added to ODAR’s flexibility in using resources where
they will be most effective in accomplishing our mission and reducing our back-
log. As an example, in a single week I have conducted live hearings in Atlanta,
Georgia and video hearings with claimants in Greenville, North Carolina and
Tampa, Florida. By teleconferencing, I did this without travel expenses and with
no work time spent traveling.

Video hearings may not be right for every claimant. Some of the Federal Bar
Association Social Security Section’s members have expressed concerns that
video hearings may make it more difficult for judges to accurately decide issues
such as pain or mental health, or may make some claimants unduly nervous or
confused. The Commissioner’s rules permit claimants who are concerned about
video hearings to opt out of such hearings and to have an in-person hearing
without undue delay in their cases. This option is an important protection for
the claimants’ right to due process. If this option were to be eliminated, the
credibility of the hearing process would be undermined.

ODAR is rapidly moving to the point where all evidence will be stored elec-
tronically and there will be no paper files. The advantages of this are numerous.
When working with thousands of paper files, it was too common for staff to have
to take valuable time to search for a file that had accidentally been misfiled, was
being reviewed by an expert witness, or had simply been mislaid. This wasted
time has been eliminated.

In addition, the production of electronic copies of the record for use by claim-
ant’s representatives, or medical or vocational experts in advance of the hearing
is much easier and faster. In the past, the claimants’ representatives had to ar-
range to review voluminous files in ODAR offices or arrange for them to be cop-
ied. Now, in a fraction of the time previously required, an electronic copy can
be created for the experts and the claimants’ representatives.

ODAR is implementing a technology referred to as the “Representatives Suite
of Electronic Services.” This will permit claimants’ representatives to view the
complete up-to-date evidentiary file on their own computers. Security safeguards
are being built into this system to prevent unauthorized access to the obviously
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highly sensitive documents in claim files. When this system is fully imple-
mented, it will save resources that are now spent providing claimant representa-
tives computer disks with file information. Currently, this often occurs two or
more times in a single case to ensure that the representative has current infor-
mation during preparation. This technology will also reduce time spent in hear-
ings ensuring that all evidence is in the file.

ODAR has a number of judges and decision writers who work flexi-place on
a regular basis. This is consistent with Government policies encouraging flexi-
place and tele-work. Currently these employees must have computer disks made
for each file. This consumes significant time and creates a huge number of disks
that have to be destroyed. We recommend that the Commissioner explore im-
provements in technology to allow SSA employees to have the same secure access
to electronic files that claimants’ representatives will have.

There are other, as yet unexplored, technological tools that will be of great
value. These might include the ability to search all of the medical evidence in
a file for key words or dates so that a judge can more readily review all medical
evidence related to a particular impairment or a particular time period.

Increased use of senior attorneys has been another important tool in enhanc-
ing ODAR’s efficiency. We commend the Commissioner for permitting senior at-
torneys to review files and issue fully favorable decisions when warranted by the
evidence. We look forward to the creation of the Virtual Screening Unit, whose
establishment is under way. One hundred senior attorneys in this unit will re-
view cases selected by a sophisticated computerized process as potentially appro-
priate for fully favorable decisions without a hearing. These initiatives involving
senior attorneys will enable deserving claimants to get earlier decisions and free
up ALJs to hear and decide more difficult cases.

4. New efforts are needed to accomplish the Commissioner’s goal of making
the right decision at the earliest possible stage.

The DDSs make the initial determinations regarding disability claims and
therefore have the first opportunity to make the correct decision. While these
agencies operate with federal funds under a uniform set of federal rules and reg-
ulations, the outcomes are far from uniform. Even a cursory glance at approval
rates by various DDSs shows that there are significant disparities among the
states. In fiscal year 2008, Georgia and Tennessee DDSs approved benefits on
initial determination in only 25 percent of the claims filed. In contrast, in 2008
Virginia DDS awarded benefits to 44 percent of its claimants on initial applica-
tion, while New Hampshire DDS granted benefits to 52 percent of its claimants
at that stage. These disparities cannot reasonably be explained by state or re-
gional population differences. In 2008, Mississippi DDS approved 24.5 percent of
claims at the initial stage while in the neighboring state of Arkansas, the rate
was 36 percent (almost 50 percent higher.) Similarly Connecticut DDS’s rate was
33 percent approval compared to its neighboring states of New York (44 percent),
Massachusetts (46 percent), and Rhode Island (38 percent).

My own personal experience is based upon a relatively small sampling of pri-
marily Georgia disability claims. I do not see claims in which benefits are award-
ed by the state DDS, but I have had the opportunity to review a large number
of claims that have been denied by the Georgia DDS. Other members of the Fed-
eral Bar Association have shared their experiences with me as well. Based upon
this experience, it appears that all too often, the DDS has paid scant attention
to the effect of pain and fatigue on a claimant’s ability to work. This occurs de-
spite Social Security Rulings that mandate consideration of these factors.

The disparities among states should be addressed for a number of reasons. The
first and foremost is basic justice. The outcome of a claimant’s case should not
depend on his or her state of residence. In addition, improper early stage denials
cause undue hardship to claimants and increase the workload, and thus the
backlog, of hearing offices. If higher approval rates are the result of improper
approvals, this places an unnecessary burden on American taxpayers.

SSA has a quality review process that is designed to ensure that state DDSs
follow federal rules. This process should be enhanced to ensure accurate and fair
determinations. Where SSA review shows a significant error rate, the Commis-
sioner should take, or be required to take, action. This should include the deliv-
ery of enhanced training to DDS staff and management and closer oversight of
the state’s work until significant progress is made. For the benefit of the claim-
ant and the taxpayer, SSA needs to receive and be a good steward of the re-
sources and authority provided by Congress, and Congress needs to continue to
exercise the necessary oversight.
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5. Continuing Disability Reviews should be fully funded at every stage of
the process.

SSA conducts Continuing Disability Reviews (CDRs) to assure that recipients
of disability benefits continue to satisfy eligibility requirements. CDRs serve two
important purposes. First, they save taxpayer money. As Commissioner Astrue
noted in his March 24, 2009 testimony before this subcommittee, every dollar
spent on CDRs yields ten dollars in program savings. Second, CDRs provide re-
cipients an incentive to fully utilize available medical care, vocational rehabilita-
tion services, and job training to help them re-enter the workforce.

Because of inadequate funding levels for over a decade, SSA has accumulated
a significant backlog of nearly 1.6 million full medical Continuing Disability Re-
views. The failure to timely conduct these reviews has significantly affected the
federal budget and the deficit. It has been estimated that, if these CDRs had
been conducted on a timely basis, over $20 billion in long-term Social Security
program savings would have been achieved. Unfortunately, current estimates
project that SSA will only be able to conduct 329,000 full CDRs in FY 2010.

Funding of CDRs will not reduce the hearing backlog and, in fact, it may add
to it. When benefit recipients are found to no longer be eligible for benefits, some
will seek hearings challenging these determinations. These hearings are an im-
portant due process right that should not be abridged. Full funding for CDRs
must include additional funding for ODAR to adjudicate CDR appeals. This will
require funding above that needed to eliminate the backlog of initial claims.
When considering this additional funding, it is important to keep in mind the
savings created by CDRs. Conducting continuing disability reviews is the right
thing to do for the taxpayers and for the recipients of benefits.

Mr. Chairman, thank you once again for the opportunity to appear before you and
the subcommittee today. The Social Security Section of the Federal Bar Association
looks forward to working with you and the Social Security Administration in im-
proving the disability adjudication process. I would be happy to answer any ques-
tions you may have.

———

Chairman TANNER. As I said earlier, if you all would agree,
Members will submit questions following the hearing. Would that
be acceptable?

Judge AUERBACH. Absolutely.

Chairman TANNER. We got here late because of votes, we've got
to leave early because of votes. I have got to say, and I know Mr.
Johnson agrees because we have talked about this, we take this ob-
ligation very seriously. Your testimony will be carefully and closely
considered and utilized. We appreciate you very much being here.

Ms. KENNELLY. Mr. Chairman.

Chairman TANNER. Barbara, do you want to say something?

Ms. KENNELLY. Yes, I want to say one thing, and Ranking
Member Johnson talked about it. The technology at Social Security
is behind the times. When you’re talking about hundreds and hun-
dreds of thousands of cases that need to be determined, I feel we
are not doing enough about the technology.

You know what we’re going to do? We're losing money, we’re los-
ing taxpayers’ money about this. The COBOL system is terrible,
and you two can change it. You could do it. That’s all.

[Laughter.]

Mr. JOHNSON. It’s going to take seven years to fix it.

Ms. KENNELLY. No, you know Sam, you could do it.

Chairman TANNER. We are trying, let me say that.

I thank all of you all for being here, and we very much appre-
ciate your efforts to alleviate what is the backbone, really, in many
ways, of our society. Thank you a lot. We stand adjourned.

[Whereupon, at 3:33 p.m., the Subcommittee was adjourned.]

[Questions for the Record follow:]
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[The questions submitted to the Honorable Michael J. Astrue
from Chairman John Tanner for the Record follow:]
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SUBCOMMITTEE ON SOCIAL SECURITY

December 15, 2009

The Honorable Michael J. Astrue
Commissioner

Social Security Administration
500 E Street, SW, Suite 8§50
Washington, DC 20254

Dear Commissioner Astrue:

Thank you for your testimony before the Subcommittee on Social Security of the
Committee on Ways and Means on November 19, 2009 at the hearing on Clearing the Disability
Claims Backlogs: The Social Security Administration’s (SSA’s) Progress and New Challenges
Arising From the Recession. In order to complete the record of the hearing, please respond to the
following questions from Chairman John 8. Tanner by Friday, January 15, 2009.

DDS Capacity and Initial Claims Processing

During the hearing, the Commissioner discussed SSA’s strategy for increasing the capacity of the
state Disability Determination Services (DDSs) to process disability claims. Please provide the
following information regarding this strategy.

General

L When did SSA begin implementing this strategy?

2, How long does SSA expect it will take for the strategy to reduce the backlog of initial
claims to pre-recession levels? What is the targeted number of pending initial claims?

3. What milestones has SSA established to ensure that the ageney is on track to reach the
targeted number of pending initial claims by the target date?

4, From what states were cases shifted in FY 20097 From what states do you expect to shift
cases in FY 20107

5. How many cases are being shifted from one state to another? Please break down by
initial claims, reconsiderations, and continuing disability reviews (CDRs). How does
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SSA track these cases?

6. With respect to processing time, reductions in pending levels, and accuracy, what benefits
have resulted from SSA’s ability to shift cases between states?

Extended Service Teams
T ‘When does SSA expect the four Extended Service Teams to start processing cases?

8. How many cases will be assigned to each team in FY 20107 Please break down by initial
claims, reconsiderations, and continuing disability reviews (CDRs).

9. How are cases assigned to the Extended Service Teams?

10. What is the expected processing time for initial claims processed by these teams?

11. ‘What was the allowance rate for initial claims, averaged over FY 2007 through FY
2009, in each of the four states chosen to house Extended Service Teams? How does
this compare to the allowance rate nationally over the same period?

Expanding Federal Capacity

12. How many cases did SSA shift from state DDSs to Federal adjudicators in FY 2009,
and how many cases does SSA anticipate shifting to Federal adjudicators in FY 20107
Please break down by initial claims, reconsiderations, and continuing disability reviews
(CDRs). How does SSA track these cases?

13. ‘What was the average processing time in FY 2009 for initial claims processed by
Federal adjudicators? What does SSA expect the average processing time to be for such
cases in FY 20107

14 ‘What was the allowance rate for initial claims, averaged over FY 2007 through FY
2009, for Federal units processing DDS workloads?

15. With respect to processing time, reductions in pending levels, and accuracy, what
benefits have resulted from SSA’s ability to shift cases from states to the Federal level?

Quick Disability Determination and Compassionate Allowance Initiatives

16. Please provide, for each of the categories listed below: 1) the percent of total initial
claims it represents (not including technical denials); and 2) the average processing time
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in FY 2009 and projected for FY 2010.

* Quick Disability Determination (QDD) cases

* Compassionate Allowance (CAL) cases

+ Cases not identified as QDD or CAL (excluding technical denials)
+ All initial claims (excluding technical denials)

17. According to SSA’s “Justification of Estimates for Appropriations Committees” for FY
2010, SSA’s budget supported a total of 14,369 DDS work years for FY 2009 and
15,128 for FY 2010. What were the total DDS workyear savings in FY 2009 resulting
from the QDD initiative? From the CAL initiative? What are the total DDS workyears
savings anticipated in FY 2010 due to each of these initiatives?

18. If the QDD and CAL initiatives were not in place, how many of these cases would have
resulted in appeals to the hearings level, thereby contributing to the hearings backlog?

Hearings Backlog Reduction Plan

19. Ms. Kennelly’s testimony states that, due to updated workload projections, SSA will
need to expand its corps of Administrative Law Judges (ALJs) to 1600. You testified
that you plan to have about 1450 ALJs on board by the end of FY 2010. Do you agree
that an additional 150 ALJs will be needed to handle the coming surge of appeals that
will hit SSA’s hearing offices, while still keeping on track with the hearings backlog
reduction plan?

20, If additional ALJs (beyond 1450) are needed, when would you like to have these ALJs
on board? How many additional support staff will you need to hire, beyond attrition, to
ensure that these additional ALJs are fully productive?

21. You said that in FY 2010 you plan to maintain a hearing office staff-to-ALJ ratio of at
least 4.5 to 1. Have you done any studies or analyses to assess whether 4.5 to 1 is the
right ratio to ensure that each ALJ is as productive as possible? Might a higher ratio be
a more cost-effective way to achieve the goal of working down the hearings backlog as
quickly as possible, while ensuring that the time of highly-paid ALJs is used in the most
effective manner?

The Committee relies on electronic submissions for printing the official hearing record,
therefore, please send an electronic submission in a Word or Word Perfect attachment to

hearingelerks. waysandmeans_d@mail house. gov and to jennifer. beeler@mail house.gov .
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If you have any questions concerning this request, please feel free to contact the
Subcommittee on Social Security at (202) 225-9263.

Sincerely,

Wpor—

Kathryn Olson
Staff Director



126

SEC,
\\h\' 2,
‘%' - f)
c
BIARSE
NigTer

SOCIAL SECURITY

The Commissioner

February 5, 2010

The Honorable Joha S. Tanner

Chairman, Subcommittee on Social Security
Committee on Ways and Means

United States House of Representatives
Washington, D.C. 20515

Dear Mr. Chairman:

Thank you for your December 15, 2009 letter requesting additional information to complete the
record for the hearing on clearing the disability claims backlogs. This hearing was held on
November 19, 2009. Enclosed you will find the answers to your questions.

I hope this informarion is helpful. If we may be of further assistance to you or your staff, please
do not hesitate to contact Judy Chesser, our Deputy Commissioner for Legislative and
Regulatory Affairs, at (202) 358-6030.

Enclosure

SOCIAL SECURITY ADMINISTRATION  BALTIMORE, MD 21235-0001
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Questions for the Record
For the November 19, 2009 Hearing
On Clearing the Disability Claims Backlogs
Questions from Chairman John Tanner

DDS Capacity and Initial Claims Processing

During the hearing, the Commissioner discussed SSA's strategy for increasing the
capacity of the State Disability Determination Services (DDS) to process disability
claims. Please provide the following information regarding this strategy.

General

1. When did SSA begin implementing this strategy?

Even before we received our FY 2009 appropriation, we began analyzing economic
forecasts and unemployment trends to determine where additional resources would be
most needed. As soon as we received our appropriation, we began increasing staffing
in the DDSs and Federal processing components. In FY 2009, we provided State
DDS’s with added resources to hire 1,400 new employees. For fiscal year (FY) 2010,
we gave DDS agencies full one-for-one replacement hiring authority and an
additional 1,400 hires. We also hired 237 additional Federal adjudicators.

2. How long does SSA expect it will take for the strategy to reduce the backlog of
initial claims to pre-recession levels? What is the targeted number of pending
initial claims?

With the resources provided by our FY 2009 and FY 2010 appropriations and through
the American Recovery and Reinvestment Act (ARRA), we are moving aggressively
to increase our capacity to process initial disability claims. Initial claims pending
levels rose throughout FY 2009. We expect pending levels to peak by the end of

FY 2010. With adequate and timely funding, we are committed to returning to pre-
recession levels of 525,000 by the end of 2014.

3. What milestones has SSA established to ensure that the agency is on track to
reach the targeted number of pending initial claims by the target date?

Our goal is to reach pre-recession pending levels. We continually monitor a number
of critical performance measures, including decisional quality, processing time,
pending claims level, and the number of initial claims processed. We will reallocate
resources as necessary based on our progress toward meeting these performance
measures.
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4.

6.

From what states were cases shifted in FY 2009? From what states do you
expect to shift cases in FY 2010?

In FY 2009, the following 17 States sent claims to other offices for adjudication:
Alaska, California, Colorado, Kansas, Louisiana, Michigan, Missouri, Nevada,
New Jersey, New Mexico, North Carolina, North Dakota, Pennsylvania,

South Dakota, Tennessee, Washington, and Wisconsin.

In FY 2009, the following 26 DDSs sent claims to other offices to obtain medical
ratings only: Arizona, California, District of Columbia, Florida, Georgia, Hawaii,
Illinois, Kansas, Kentucky, Louisiana, Michigan, Minnesota, Mississippi, Nevada,
New Jersey, New Mexico, North Carolina, Ohio, Oklahoma, Pennsylvania,
Puerto Rico, South Carolina, Tennessee, Texas, Virginia, and West Virginia.

Since the DDS workloads and staffing levels can fluctuate, it is difficult to project
workload transfers. We expect to see an increase in the number of transfers in FY
2010 due to our increased capacity to provide nationwide assistance. To ensure we
provide resources to those States most affected by the surge in initial claims, we will
analyze workload data on an ongoing basis.

How many cases are being shifted from one state to another? Please break dow
by initial claims, reconsiderations, and continuing disability reviews (CDRs).
How does SSA track these cases?

Thus far in FY 2010, there have been 2,786 claims transferred to and from State
DDSs for determinations and medical review. These transfers included the following
States: Alabama, Arizona, Georgia, lllinois, Indiana, Michigan, Minnesota, Nebraske
South Carolina, and Tennessee.

Since we currently use a manual reporting process that does not classify claim
transfers by type, we do not have a ready breakout of the number of initial,
reconsideration, and continuing disability reviews (CDR) that the States have
transferred. We plan to formalize the claim transfer report process, thereby allowing
us to more precisely track transferred workloads.

With respect to processing time, reductions in pending levels, and accuracy,
what benefits have resulted from SSA's ability to shift cases between states?

Transferring claims allows us to maximize the use of all available resources, reduce
the impact of State furloughs, reduce waiting times in the State and Federal
adjudicating components, and achieve and maintain manageable caseloads and
accuracy.
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Extended Service Teams

7.

10.

11.

When does SSA expect the four Extended Service Teams to start processing
cases?

The Extended Service Teams (EST) are currently completing hiring, training, and site
preparations. The Arkansas EST will begin processing claims early in the third
quarter of FY 2010. We expect the other three ESTs (Mississippi, Oklahoma, and
Virginia) to start processing claims by the end of the third quarter of FY 2010.

How many cases will be assigned to each team in FY 2010? Please break down
by initial claims, reconsiderations, and continuing disability reviews (CDRs).

We do not have a precise number of claims that we intend to assign to each EST at
this time. We will assign the number of claims to the ESTs based, in part, on the
number of employees assigned to the EST and the learning curve necessary for new
disability examiners in each EST.

We created the ESTs to assist those States most affected by the initial claims surge;
therefore, the ESTs will focus on initial claims. Furthermore, it takes a new disability
examiner approximately two years to be fully trained in processing the full range of
claims. Since we will staff the ESTs primarily with new examiners, we do not expect
them to process reconsiderations or CDRs, which are more complex claims, in

FY 2010.

How are cases assigned to the Extended Service Teams?

We will compile and analyze specific workload and performance data to determine to
which States national resources will be directed. We will determine the level of
assistance each State needs and where capacity exists among the ESTs. When
assigning claims to the ESTs, we will consider a number of factors, including the
ESTs’ locations relative to the State(s) being assisted (due to time zone differences),
as well as the ESTS capacity levels.

What is the expected processing time for initial claims processed by these teams?

The ESTs will adopt the business processes of the States they are assisting;
consequently, we expect their processing times to be similar to those States. We will
closely monitor the ESTs’ processing times, using the same metrics we use when we
monitor State DDS processing times.

What was the allowance rate for initial claims, averaged over FY 2007 through
FY 2009, in each of the four states chosen to house Extended Service Teams?
How does this compare to the allowance rate nationally over the same period?

The chart below contains the requested information.
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FY2007 | FY2008 | FY2009 | Average |
National 34.6% 36.0% 36.9% 35.8%
Arkansas 34.3% 36.1% 37.1% 35.8%
Mississippi 23.4% 24.5% 26.6% 24.8%
Oklahoma 37.9% 39.7% 38.6% 38.7%
Virginia 39.7% 39.0% 40.4% 39.7%

Expanding Federal Capacity

12. How many cases did SSA shift from state DDSs to Federal adjudicators in

13.

FY 2009, and how many cases does SSA anticipate shifting to Federal
adjudicators in FY 2010? Please break down by initial claims, reconsiderations,
and continuing disability reviews (CDRs). How does SSA track these cases?

In FY 2009, State DDSs transferred a total of 44,513 claims to Federal adjudicators.
The breakdown of claims was as follows:

Initial Recon CDR
Nation 36,008 2,347 6,158

In FY 2010, Federal adjudicators will focus primarily on initial claims, thereby
assisting States that have been greatly affected by the initial claim surge. Since
Federal components are increasing their staffing, we expect them to increase their
production with a goal of deciding 64,000 claims this fiscal year.

To track these claims, we use manual management information (MI) reports compiled
by our regional offices. The regional offices send these reports to Headquarters for
consolidation into a workload database.

What was the average processing time in FY 2009 for initial claims processed by
Federal adjudicators? What does SSA expect the average processing time to be
for such cases in FY 2010?

In FY 2009, the Federal adjudicators” initial disability claim processing time was
104.2 days for Title II claims and 99.8 days for Title XVI claims.

We expect average Federal adjudicators processing times to be slightly higher than
processing times for DDS initial disability claims because of increases in initial
claims and the learning curve for new employees.
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14. What was the allowance rate for initial claims, averaged over FY 2007 through
FY 2009, for Federal units processing DDS workloads?

FY 2008 FY 2009 | Average
Nation 36.0% 36.9% 36.5%

We did not track allowance rates or other MI for DPBs until FY 2008. Federal units have
only recently begun to focus on initial claims.

15. With respect to processing time, reductions in pending levels, and accuracy,
what benefits have resulted from SSA's ability to shift cases from states to the
Federal level?

We have experienced benefits similar to those described in our response to Question
6.

Quick Disability Determination and Compassionate Allowance Initiatives

16. Please provide, for each of the categories listed below: 1) the percent of total
initial claims it represents (not including technical denials); and 2) the average
processing time in FY 2009 and projected for FY 2010.

* Quick Disability Determination (QDD) cases

» Compassionate Allowance (CAL) cases

* Cases not identified as QDD or CAL (excluding technical denials)
= All initial claims (excluding technical denials)

Table 1 provides the percent of total initial claims by QDD or CAL category for
FY 2009 and our projections for the end of FY 2010. Since we were unable to

accurately exclude technical denials, we did not exclude them from our estimates.

Table 1. Percent of total initial claims by QDD/CAL category

Category FY 2009* FY 2010%*
QDD only claims 2.2% 2.7%
CAL only claims 0.4% 0.5%
Both QDD and CAL claims 1.0% 1.3%
Total QDD and CAL claims 3.6% 4.5%
Claims not Identified as QDD/CAL 96.4% 95.5%
All Initial Claims 100% 100%

* CAL began on October 27, 2008; therefore, these data represent the percent of cases for all of FY 2009
beginning with October 27. Our Annual Performance Plan goal for FY 2009 was 3.8, which we met, but
that goal is for the last month of the fiscal year not the entire year, hence the discrepancy in the two
numbers,

** Projections for last month of FY 2010. Our FY 2010 performance measure is to achieve 4.5 percent of
initial disability claims identified as QDD or CAL for the last month of the fiscal year. We do not have a
performance measure encompassing the entire fiscal year because we are incrementally increasing the
volume of claims identified for QDD and CAL throughout FY 2010. We expect that the incremental
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increase will result in an average for FY 2010 of 4.1 percent of total initial claims identified as CAL or
QDD.

Table 2 displays the available information for average DDS processing times for
CAL/ODD claims.

Table 2. Average Disability Determination Services (DDS) Time, FY2009

Category Days Comments

QDD 11.7 This time represents claims that were

identified as “QDD" claims and claims
that were both “QDD & CAL.”

CAL 12.3 This time represents claims that were

identified by the predictive model (PM)
that were “CAL only” and claims that

were both “QDD & CAL.”

CAL Manual 5.8 This time represents claims that were

manually identified as CAL. Itis
possible that some of these claims were
also QDD.

17.

18.

According to SSA's "Justification of Estimates for Appropriations Committees"
for FY 2010, SSA's budget supported a total of 14,369 DDS work years for

FY 2009 and 15,128 for FY 2010. What were the total DDS workyear savings in
FY 2009 resulting from the QDD initiative? From the CAL initiative? What are
the total DDS workyears savings anticipated in FY 2010 due to each of these
initiatives?

QDD and CAL help those who are clearly disabled by reducing the time their claims
are pending in the DDS, but these initiatives do not affect task times and we do not
realize any workyear savings.

If the QDD and CAL initiatives were not in place, how many of these cases
would have resulted in appeals to the hearings level, thereby contributing to the
hearings backlog?

We estimate that, for FY 2009, approximately 2,060 cases, or two percent of the
cases, selected for CAL and QDD would have gone to the hearing level in the
absence of those processes.

Hearings Backlog Reduction Plan

19.

Ms. Kennelly's testimony states that, due to updated workload projections, SSA
will need to expand its corps of Administrative Law Judges (ALJs) to 1,600.
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You testified that you plan to have about 1,450 ALJs on board by the end of FY
2010. Do you agree that an additional 150 ALJs will be needed to handle the
coming surge of appeals that will hit SSA's hearing offices, while still keeping on
track with the hearings backlog reduction plan?

Based on our review of projected claims, this fiscal year we adjusted our target ALJ
corps from 1,250 to 1,450. We may change that target level in future years after a
careful review of updated receipt projections and ALJ productivity data.

Hiring ALJs is a lengthy and difficult process that requires the assistance of the
Office of Personnel Management (OPM). We appreciate the attention that John
Berry, the Director of OPM, has placed on this issue. In December 2009, OPM
opened the register for new applicants. It is imperative that OPM move quickly to
provide us with a list of suitable candidates so that we can hire the necessary ALIJs
and support staff to maintain our progress at working down the backlog. OPM has
informed us that we will not be able to obtain a certificate from the ALJ register until
early May, making it difficult for us to meet our hiring targets by the end of the fiscal
year.

20. If additional ALJs (beyond 1,450) are needed, when would you like to have these
ALJs on board? How many additional support staff will you need to hire,
beyond attrition, to ensure that these additional ALJs are fully productive?

We continually reassess projected hearing requests and other factors, and we will
adjust the number of ALJs we hire and our support staff as necessary to ensure we
meet our goal to eliminate the hearings backlog and prevent its recurrence.

21. You said that in FY 2010 you plan to maintain a hearing office staff-to-ALJ ratio
of at least 4.5 to 1. Have you done any studies or analyses to assess whether
4.5 to 1 is the right ratio to ensure that each ALJ is as productive as possible?
Might a higher ratio be a more cost-effective way to achieve the goal of working
down the hearings backlog as quickly as possible, while ensuring that the time of
highly-paid ALJs is used in the most effective manner?

As with the 500 annual disposition expectation for ALJs, the 4.5 national average is
not a requirement or a quota. We believe that, as long as we can provide the right
combination of job functions, including case pullers and writers, an average of
approximately 4.5 support staff for each ALJ will allow us to continue reducing the
backlog. At some point, there is a diminishing return to additional support staff.

[The questions submitted to the Honorable Michael J. Astrue
from the Honorable Sam Johnson for the Record follow:]
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House of Representatives

COMMITTEE ON WAYS AND MEANS
WASHINGTON, DC 20515

SUBCOMMITTEE ON SOCIAL SECURITY

December 1, 2009

The Honorable Michael J. Astrue
Commissioner of Social Security
Social Security Administration

CHARLES B. RANGEL, NEW YORK. CHAIRMAN
COMMITTEE OGN WATS AND MEANS

JANSCE MAYS, CHIEF COUNSEL AND STAFF DORECTON
MATHITYN OLSON, SUBCOMMITTEE STASF DRECTOR

208 TRALL MIVORITY STAFF CERECTOR
Kk MDA, SUBCOMMITTEE MICRITY, STAFE DIRICTON

6401 Security Boulevard
Baltimore, MD 21235

Dear Commissioner Astrue:

Thank you for your November 19" testi y to the C ittee on Ways and Means,
Subcommittee on Social Security at its hearing on clearing the disability claims backlogs. In
order to complete our hearing record, | would appreciate your response to the following
questions:

1. Please provide a detailed explanation and panying timeline explaining what needs to
be done, by when, and at what cost regarding the replacement of the COBAL-based
computer programs. Also, why aren’t performance goals related to this and other technology
improvements included in the Performance and Accountability Report?

2. Please update the Subcommittee as to:

o The status and operational capacity of the data center in Durham.

» The date when the Agency will have enough hardware and software in Durham to
bring up claims and data processing systems should there be a catastrophic event at
the National Computer Center in Baltimore and whether Durham will be able to take
on 100% of the National Computer Center work at that time.

e Once Durham has the capability to restore full computer operations and in essence
serve as the primary data center for the Agency, what impact, if any, will this have on
the replacement of COBAL-based programs?
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3. Experts have told the Agency that the National Computer Center will no longer be viable after
2012, and $500 million has been made available for a new computer center. According to staff
reports, that center is expected to be completed by October 2013, but all systems won’t be up and
run:ung until July 20135, six years from now.

Are you satisfied with this timetable?

o [Ifnot, what's being done about it?

o Are building plans still within budget? Please update the Subcommittee as to what all costs
are projected to be, by general category.

e The Office of the Inspector General (OIG) is planning a thorough review of the progress of
the new national computer center as they are required to do by law - yet they are waiting for
specifications from your Agency. Please explain this delay.

4, Please provide the Subcommittee with information regarding how requests for technology changes
are processed within the Agency:

e What information is included in the request, and how are cost, savings, schedule, and
performance goals included?

e Who reviews the requests, and what criteria are used to evaluate each request?
How are priorities determined?

o  What follow-through is completed after the request is fulfilled to verify whether projected
savings have occurred and whether the information included in the request was accurate?

5. An OIG report entitled Opportunities and Challenges for SSA (A-08-09-29152) issued to Chairman
Tanner and Chairman Lewis included the following statements regarding verifying information
technology investment results:

“As a part of the Agency's ITAB process, SSA typically estimates the potential number of full
time equivalents (FTE) and related dollar savings that will result by implementing IT projects.
As indicated in the chart below, in FYs 2007 through 2009, SSA reported that between 58 and
84 new and continued projects would save at least 68,650 FTEs over a 7 year period. The
projected dollar savings for these projects were significant-ranging from about $10 to $20
billion over a 7-year period.”

“While the projected FTE and dollar savings are impressive, we are concerned that these
estimates are not realistic and do not reconcile to SSA's annual productivity statistics. For
example, if SSA saves almost 70,000 FTEs over a 7-year period, the Agency ostensibly could
use 10,000 FTEs each year to increase productivity in other SSA workloads. Using 10,000 of
the Agency's approximately 60,000 FTEs (or 17 percent) for other workloads should result in
significant productivity increases in areas that may have been previously neglected because of a
lack of resources, Yet, in FY 2007, SSA recorded a productivity increase of only about 2
percent. While this may be a simplistic example of a far more complex process, the disparity
between the projected FTE savings and actual productivity increases is marked.”
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“Accordingly, we believe post-implementation reviews (PIRs) would enable the ITAB to
determine whether many of the IT projects it assessed and approved resulted in SSA achieving
the projects' functionality and cost savings. Furthermore, without verification of this
information, the ITAB cannot demonstrate that the Agency is receiving value for its IT
investments. In response to a draft of this report, SSA stated that, beginning in April 2009, it
will have a process in place to ensure PIRs are performed on incremental releases of larger
projects.”

Why did post-implementation reviews not take place? Please describe the process now in place to
ensure these reviews are being done. Is this process in place for all projects?

6. Explain the process by which transfers are made from administrative funds to the SSA’s IT budget
each year:
o How are decisions made in terms of what amounts are transferred and how IT funds are
spent?
¢ What amounts have been transferred in each of the past five years?

7. With respect to those workers filing claims due to the recession:
s Were these individuals previously working with a disability? Or are workers filing for
benefits as a last resort?
¢ Will more claims be denied in the short-run?
¢ What quality reviews are in place to ensure eligibility decisions are accurate?

8. The FY 2009 appropriation included funding (a base appropriation of $264 million and an
adjustment for an additional $240 million) to conduct continuing disability reviews which save $11
for every $1 invested, according to the President’s 2010 budget request. You said in your
testimony (page 14) that the number of full medical Continuing Disability Reviews (CDRs)
pending is expected to reach 1.5 million this year.

o How much money could be saved by working down this backlog?

o What is your plan to address this backlog?

s Given the focus on processing other growing workloads, how can you assure the
Subcommittee that these critical program integrity workloads that save billions and increase
taxpayer confidence will not take a back seat to other work as they have in the past?

* What can Congress do to help?

9. You have worked with Disability Determination Services (DDS) parent agency heads and other
State executives, including Governors, to try to prevent State furloughs and hiring freezes. To your
credit, you have had some success.

e What have you learned?
o Are there changes to regulations or to the law that are being considered to prevent this from
happening in the future?
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10. During this past fiscal year ending in September, the Agency hired over 9,100 employees. When
attrition is factored in, the net number of new hires is about 4,200.
s Are these numbers correct?
s Please provide more detail regarding the positions for which individuals were hired and
where the positions are located.
e Will all of these hires serve on the front lines directly processing claims?

11. Please describe any additional process changes you are considering in the early stages of claim
filing to reduce the number of decisions that are appealed.

12. It has come to my attention that there have been continued delays by the SSA in revising the
medical listings as they apply to individuals affected by Huntington’s Disease. I'm told that in
2004 the SSA began the rule-making process to revise the medical criteria for all neurological
conditions, but there have since been multiple delays. Iam also told that the final guidelines will
be issued no sooner than December 2010 with implementation likely to occur in 2012. This is not
acceptable, Please provide a summary of what has happened, the current status, and the reason for
delay.

13. In a November 10" article in the Washington Post (“The retirement problem”, Johnson and Kwak)
an MIT professor and Yale law student tried to use the online benefit calculator for some of their
calculations. As Andrew Biggs has pointed out, their results were too low because they did not
understand that the calculator uses wage-indexed dollars.

o Ifa professor and a law student from two prestigious universities cannot use this calculator,
how do you expect average Americans to be able to use it for their planning purposes?
e Are you looking at any changes to clarify how to interpret its results?

14. Some of our caseworkers have seen a fair amount of inquiries from individuals who have lawyers,
saying their lawyers haven’t been passing on relevant medical information and/or keeping their
clients informed.

e What recourse do claimants have when this occurs?

o Does the Agency keep track of these complaints?

o Please explain what process is in place for the Agency to address such complaints and share
any data summarizing the results of these efforts.
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1 would appreciate your response to these questions by December 15, 2009, Please send your
response to the attention of Kim Hildred, Staff Director, Subcommittee on Social Security, Committee
on Ways and Means Republicans, U.S. House of Representatives, B-316 Rayburn House Office
Building, Washington, D.C. 20515. In addition to a hard copy, please submit an electronic copy of
your response in WordPerfect or Microsoft Word format to Jennifer.Beeler@mail.house.gov and
Mike.Stober(@mail.house.gov.

Thank you for your leadership at the SSA and thank you for taking the time to answer these
questions for the record. If you have any questions concerning this request, you may reach Kim
Hildred at (202) 225-4021.

Sincerely yours,

NN

Sam Johnson
Ranking Member
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The Honorable Sam Johnson

Ranking, Subcommittee on Social Security
Committee on Ways and Means

United States House of Representatives
Washington, D.C. 20515

Dear Ranking Member Johnson:

Thank you for your December 1, 2009 letter requesting additional information to complete the
record for the hearing on clearing the disability claims backlogs. This hearing was held on
November 19, 2009. Enclosed you will find the answers to your questions.

I' hope this informacion is helpful. If we may be of further assistance to you or your staff, please
do not hesitate to contact Judy Chesser, our Deputy Commissioner for Legislative and
Regulatory Affairs, at (202) 358-6030.
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SOCIAL SECURITY ADMINISTRATION  BALTIMORE, MD 21235-0001
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Questions for the Record
For the November 19, 2009 Hearing
On Clearing the Disability Claims Backlogs
Questions from Representative Sam Johnson

. Please provide a detailed explanation and accompanying timeline explaining
what needs to be done, by when, and at what cost regarding the replacement of
the COBOL-based computer programs. Also, why aren't performance goals
related to this and other technology improvements included in the Performance
and Accountability Report?

There are solid business reasons for us to transition our COBOL systems to more
modern programming languages. Modern languages provide flexibility for
incorporating modern technologies. In addition, most of the employees we are hiring
now and will hire in the near future work with web-based systems, and these web
technologies are more user-friendly.

We have made solid progress in our modernization efforts. We are converting the
databases that contain enumeration, earnings, benefit, and demographic data to
modern, industry-standard databases. We have already converted two-thirds of these
data and will complete the rest by 2012. During our conversion process, we run the
new and old databases parallel to each other for several months to mitigate risk and
minimize disruptions of daily operations. So far, we have had no outages, processing
delays, or lost data. We build all of our new systems using modern languages, such
as JAVA. Currently, 40 percent of our software inventory is in JAVA, and it is the
standard language we now use for writing software code.

Rather than simply rewriting our COBOL code, we are taking the opportunity to
redesign our systems for the 21* century. For example, we are currently replacing the
54 COBOL systems used by State disability determination services (DDS). If we
merely rewrote these systems using JAVA, we would end up with 54 independent
web-based systems with many of the same limitations we have today. Instead, we are
building one common web-based system that all DDSs can use and that integrates
case-analysis tools and health information technology. While it takes longer to create
a common system, we believe that it is time well spent, and we will end up with a
more efficient system.

Since replacing COBOL is interconnected with related systems upgrades and
redesigns, we cannot break out the costs of replacing COBOL from those activities.

Below is our current timeline for shifting our programs and applications into a more
modern infrastructure:

e Electronic Disability Applications - Completed
e Modernized Enumeration System - Completed
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Disability Control File — Fiscal year (FY) 2011 Completion

DCPS (DDS Systems) — FY 2013 Completion

Legacy Administrative System — FY 2014 Completion

Unified Earnings Correction Process — FY 2014 Completion

Wage Reporting Backend Processing — FY 2014 Completion

Title Il Modernized Claims System — FY 2014 — 2017 (Phased development to

minimize risk)

e Modernized Title XVI Claims System — FY 2014 — 2017 (Phased development
to minimize risk)

e Earnings Use System — FY 2014 — 2017 (Phased development to minimize risk)

Pursuant to Office of Management and Budget (OMB) guidance, our performance
goals in our Performance and Accountability (PAR) report are all tied directly to our
strategic goals set out in the Agency Strategic Plan (ASP). While we considered
improvements to our information technology (IT) infrastructure to be a foundational
element needed to achieve all of our strategic goals, we did not consider these
improvements themselves to be strategic goals. Accordingly, we did not include any
performance goals for IT improvements in our PAR. Nevertheless, we did
specifically address our need to replace the 54 COBOL-based DDS systems in Goal 2
of our ASP. We discuss our plans to implement a common case processing system
for the DDSs in our ASP on page 11 and provide a description of this outcome on
page 14. (See attachment.)

2. Please update the Subcommittee as to:
e The status and operational capacity of the data center in Durham.

That data center, which we refer to as the Second Support Center (SSC), opened

in January 2009 and is fully operational as a major IT center, serving our IT

operations 24 hours a day, 7 days a week. In May 2009, we began processing

mission critical workloads at the SSC.
The SSC now contains:

e Medical images for electronic disability folders;

¢ Four mainframe computers;

s Billions of characters of data storage;

s Magnetic tape robots to create backup copies of critical data and provide the
capability to use those copies to restore that data in the event of data

corruption or data loss;

e Fully-redundant telecommunications connections to all of our offices, the
Internet, and the National Computer Center (NCC) in Woodlawn, Maryland;
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* A mirrored IT operations control center synchronized with the NCC; and
o A full-time staff of about 120 employees and contractors.

When we moved these workloads to the SSC, we reduced our potential data loss
by 50 percent. We also improved our ability to sustain operations because the
SSC supports our employees’ access to:

e  QOur network and the Internet in all offices;

s Essential Blackberry communications services;

e E-mail (including access from the Internet);

s Connectivity to SSANet for traveling employees; and
s  Our program policy web-site.

The SSC also houses one of four service delivery points for our new Voice over
Internet Protocol (VoIP) telephone system. At this time, it is the primary site for
approximately 100 offices and can assume full operation of VolP in the event of'a
disaster at the NCC site.

e The date when the Agency will have enough hardware and software in
Durham to bring up claims and data processing systems should there be a
catastrophic event at the National Computer Center in Baltimore and
whether Durham will be able to take on 100% of the National Computer
Center work at that time.

By the end of calendar year 2012, the SSC will be able to restore services within
24 hours in the event of an NCC disaster, and the systems will be current within
one hour of the disaster.

To mitigate the vulnerability between now and the end of 2012, we have
purchased the hardware and software necessary to support the claims and data
processing systems presently housed in the NCC. This equipment is now
operational. In the event of a disaster at the NCC, we would take the backup
tapes to the SSC and use them to restore operations. It would take 7 days to
restore services; however, once up, we would be able to handle all claims and data
processing workloads and would not have to ration services to either our
employees or the public.

From January 2010 to July 2010, we will refine and test our current disaster
recovery procedures to utilize the SSC rather than a commercial hot site.
Thereafter, we will perform an actual disaster recovery exercise in the SSC.
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By the end of October 2010, the necessary physical infrastructure will be
operational to support our non-critical workloads. Non-critical workloads have
lower priority and include management information, forecasting, cyclical,
regional, and end-user developed applications. In the event of a disaster, we will
be able to bring up these non-critical workloads within a couple of weeks.

We will fully synchronize our data centers by the first half of 2012. Fully
synchronized data centers will provide a failsafe in case of problems due to the
aging NCC infrastructure. Even with full synchronization, though, the SSC could
not restore services within 24 hours in the event of an NCC disaster until the end
of 2012.

Once Durham has the capability to restore full computer operations and in
essence serve as the primary data center for the Agency, what impact, if any,
will this have on the replacement of COBOL-based programs?

Since we will build any new or converted applications to run in either the SSC or
the NCC, the SSC will not affect our initiative to replace COBOL-based
programs.

3. Experts have told the Agency that the National Computer Center will no longer
be viable after 2012, and $500 million has been made available for a new
computer center. According to staff reports, that center is expected to be
completed by October 2013, but all systems won't be up and running until July
2015, six years from now.

Are you satisfied with this timetable?

I believe we should have started on this activity earlier but we are moving as fast
as we can consistent with high quality work. Since Lockheed Martin (LM) issued
its February 8, 2008, report on the NCC, we have implemented several initiatives
at the NCC to reduce risks until our new data center is operational. LM noted in
its evaluation that we managed and executed our facility maintenance practices
ably and that practice should continue to sustain the NCC beyond 2012.

In March 2009, when we received approval to build the new data center, we
immediately began working with the General Services Administration (GSA) to
develop a timeline for the project. The timeline follows Federal procurement
guidelines and incorporates expedited methods to complete the process without
compromising quality. We continue to work with GSA to track the project and,
where possible, will implement additional expedited processes. The timeline is:

February 2010 - Select Site
March 2010 - Purchase Site
March 2011 - Award Design-Build Construction
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October 2011 - Start General Construction (full building construction)
October 2013 - Substantial Completion

November 2013 - Final Commissioning and Punch List corrections
January 2014 - Complete Commissioning

July 2015 - Complete IT migration

To sustain infrastructure support for IT operations until calendar year 2014 or
later, we have initiated or completed the following projects:

* We continue to perform maintenance during the annual shut-down on
Columbus Day.

e We purchased spare Uninterruptible Power Supply (UPS) parts in April 2009.
The service provider agreed to extend the maintenance contract on the UPS
system through 2015.

s In May 2009, we replaced critical electrical feeders between the Utility and
NCC building to avoid possible failure due to age and deterioration.

*  We will complete a 3-phase NCC Riser Panel project to upgrade electrical
capacity by July 2010, replacing 256 electrical riser panels. We
completed phase one over the 2009 Columbus Day weekend. Additional
shutdown dates are:

» President’s Day weekend 2010
» Memorial Day weekend 2010

T

# Independence Day weekend 2010 (contingency date)

s We will install additional UPS Risers (for computer equipment) and general
house power risers (for additional cooling equipment) by or before January
2011 based on opportunities to shut down operations.

* We will renovate and expand the SSN Card Print Room by June 2010.

In 2009 we invested in projects ranging from redesigning space within the NCC
to upgrading the power by adding four additional feeder cables (two for the data
center and two for house power). The feeder upgrade will allow us to install an
additional 80 servers in the NCC. Reconfiguration and renovations to the NCC
inner core have resulted in approximately 4,000 square feet of available space for
the additional server cabinets necessary to support our workloads by September
2010.

In each fiscal year, we have a placeholder for $500,000 to renovate and improve
the NCC. In FY 2010, we have an additional $300,000 to establish a new
Security Operation Center lab. In FY 2011, we have a placeholder for $18
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million for design and construction of new air handlers if needed. We expect the
existing air handlers will remain operational until 2015.

¢ If not, what's being done about it?

We are making changes as quickly as we can, given funding limitations,
consistent with doing the work well.

e Are building plans still within budget? Please update the Subcommittee as to
what all costs are projected to be, by general category.

The project remains within the estimated budget. Although the specifics of the
estimated costs remain confidential to ensure the equity, fairness, and integrity of
the GSA procurement process, to date we have issued $2.1 million in
Reimbursable Work Authorizations to GSA for planning activities. Other costs
include $14 million for site acquisition and $2.4 million for site studies related to
the National Environmental Building Act and utility needs.

¢ The Office of the Inspector General (OIG) is planning a thorough review of
the progress of the new national computer center as they are required to do
by law - yet they are waiting for specifications from your Agency. Please
explain this delay.

We have not found any request for specifications from OIG that had not already
been provided. We are currently consulting with OIG staff to ensure they receive
all information necessary to complete their review.

4. Please provide the Subcommittee with information regarding how requests for
technology changes are processed within the Agency:

*  What information is included in the request, and how are cost, savings,
schedule, and performance goals included?

Our IT Advisory Board (ITAB) handles requests for human resources for
technology investments. The Chief Information Officer (CIO) chairs the ITAB,
and its membership comprises our most senior executives. Every request to the
ITAB includes a statement of the objective and scope of the investment and an
estimate of required resources developed by the Office of Systems. Development
project requests also include a cost-benefit analysis or business-value analysis.

We organize these investments by portfolios. Each portfolio is aligned with an
Agency Strategic Objective, is sponsored by a Deputy Commissioner, and is
supported by a portfolio management staff led by a senior executive or other
designee.
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We are currently undertaking changes in our processes that will move
responsibility for the process from Systems to the C10.

*  Who reviews the requests, and what criteria are used to evaluate each
request?

The portfolio management staff and the Office of Systems review every request
for resources. If a request will also benefit a component other than the sponsoring
component, that component also reviews the request. In every case, the staff
reviews basic information including the investment’s purpose or objective, the
expected cost, the expected benefit (quantitative or qualitative), an assessment of
the risk, and other factors.

Since the objectives of the portfolios vary, the portfolio management staff and
sponsor determine the weight to be given the different criteria. For example, the
decision to make an investment to reduce disability processing times will weigh
heavily on the return-on-investment in terms of labor savings; while an
investment designed to improve our financial accounting transparency is likely to
weigh heavily on cost and the extent to which the investment is aligned with our
strategic and tactical approach.

* How are priorities determined?

We determine priorities at two levels—the ITAB level and the portfolio level.
Every April, ITAB members allocate resources to each portfolio based on a
review of the portfolio’s strategic importance relative to other portfolios for the
upcoming year. The portfolio’s objective and our goals shape this review. They
consider many other factors, including the portfolio’s objective and whether there
are major investments currently underway that require additional resources for
completion.

At the portfolio level, each portfolio management staff ranks proposals within its
purview and allocates resources to them according to the judgment of the sponsor
and staff. Since the portfolio sponsor is also responsible for attaining that
portfolio’s agency strategic objective, this approach ensures that the technology
investments are in line with our overall approach to that strategic objective.

*  What follow-through is completed after the request is fulfilled to verify
whether projected savings have occurred and whether the information
included in the request was accurate?

Currently, our follow-through reviews happen at two levels—the Office of
Systems conducts a post-release review (PRR) after completing an ITAB project,
and the CIO conducts a post-implementation review (PIR) for some projects. The
PRR focuses on the systems development process and the end users’ acceptance
of the product. Our CIO has developed a framework for conducting PIRs, which
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are broader reviews that address business outcomes as well as a full assessment of
the costs and benefits. The CIO will develop a specialized staff to manage IT
investment performance measures. This staff will integrate PIRs into the overall
investment management process and apply the lessons learned to improve the
quality of subsequent projects.

5. An OIG report entitled Opportunities and Challenges for SSA (A-08-09-29152)
issued to Chairman Tanner and Chairman Lewis included the following
statements regarding verifying information technology investment results:

""As a part of the Agency's ITAB process, SSA typically estimates the
potential number of full-time equivalents (FTE) and related dollar savings
that will result by implementing IT projects. As indicated in the chart below,
in FYs 2007 through 2009, SSA reported that between 58 and 84 new and
continued projects would save at least 68,650 FTEs over a 7 year period. The
projected dollar savings for these projects were significant-ranging from
about $10 to $20 billion over a 7-year period."

"While the projected FTE and dollar savings are impressive, we are
concerned that these estimates are not realistic and do not reconcile to SSA's
annual productivity statistics. For example, if SSA saves almost 70,000 FTEs
over a 7-year period, the Agency ostensibly could use 10,000 FTEs each year
to increase productivity in other SSA workloads. Using 10,000 of the
Agency's approximately 60,000 FTEs (or 17 percent) for other workloads
should result in significant productivity increases in areas that may have
been previously neglected because of a lack of resources. Yet, in FY 2007,
SSA recorded a productivity increase of only about 2 percent. While this
may be a simplistic example of a far more complex process, the disparity
between the projected FTE savings and actual productivity increases is
marked."

"Accordingly, we believe post-implementation reviews (PIRs) would enable
the ITAB to determine whether many of the IT projects it assessed and
approved resulted in SSA achieving the projects' functionality and cost
savings. Furthermore, without verification of this information, the ITAB
cannot demonstrate that the Agency is receiving value for its IT investments.
In response to a draft of this report, SSA stated that, beginning in April 2009,
it will have a process in place to ensure PIRs are performed on incremental
releases of larger projects."

Why did post-implementation reviews not take place? Please describe the
process now in place to ensure these reviews are being done. Is this process in
place for all projects?

As explained in our answer to the prior question, we have only recently begun
implementing the PIR process. We have developed a PIR framework and executed our
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first two PIRs using that framework. With the additional resources we are committing to
this effort, we will conduct PIRs to assess whether the reviewed project achieved the
functionality and cost savings originally estimated.

Going forward with the revisions to the ITAB we will be designating certain initiatives as
subject to a PIR. The designation may happen at initiative initiation or at any point in the
life cycle. The initiatives will be selected based on factors such as size, cost, complexity,
strategic criticality, and technological innovativeness. Basically, we will select the ones
that are most risky or strategically critical, and we will select those that we could learn
the most from. We are now developing the guidance to support the selection and
oversight process.

Explain the process by which transfers are made from administrative funds to
the SSA's IT budget each year:

o How are decisions made in terms of what amounts are transferred and how
IT funds are spent?

The first step in our annual I'T budget formulation process is to determine the
overall level of IT funding required for the fiscal year. Then, we review the level
of unobligated administrative funds from prior fiscal years that we could transfer
to the IT account before determining the level of new budget authority that we
will request for the year.

We spend IT funds on hardware, software, telecommunications, and contractor
support for our systems work. The CIO maintains the IT project list, which
allocates IT resources to the many new and ongoing automation projects that we
undertake.

o  What amounts have been transferred in each of the past five years?

The table below lists the transfers for the past five years:

Fiscal Year  Transfer ($ millions)

2005 $ 80
2006 $142
2007 $184
2008 5168
2009 $170

7. With respect to those workers filing claims due to the recession:

* Were these individuals previously working with a disability? Or are workers
filing for benefits as a last resort?
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We have not conducted a targeted study to determine the reasons for the surge in
disability benefit applications due to the recession; therefore, we do not know
whether the applicants were previously working with a disability, applied for
benefits as a last resort, or sought disability benefits due to a state statutory
requirement or for some other reason.

¢  Will more claims be denied in the short-run?

Since more disability claims were filed in FY 2009 as a result of the recession,
there will be both more denials and more allowances. However, at this time, our
Chief Actuary assumes that the additional applications will not significantly affect
the percentage of disability applications that are ultimately allowed.

e What quality reviews are in place to ensure eligibility decisions are accurate?

To ensure that disability decisions are correct, we conduct the following quality
reviews:

» Quality Assurance Reviews: We review a random sample of 70 denials and 70
allowances per DDS per quarter. This review provides a measurement of the
DDSs" decisional accuracy.

» Pre-Effectuation Review: The Social Security Act requires us to perform a
targeted review of 50 percent of initial and reconsideration allowances.

» Random Denial Review (RDR): We began this review of a random sample of
denial cases from each DDS in December 2008. The approximate annual
sample size for FY 2009 was 40,000 cases.

> Targeted Denial Review (TDR): The TDR will sample denial cases with
higher than normal probability of error. We will begin a gradual rollout of
this review early in calendar year 2010. Ultimately, it will replace the RDR.
When we complete the rollout, we expect the yearly sample size to be the
same as the RDR sample.

» Senior Attorney Advisor (SAA) Review: We conduct a post-effectuation
quality review of SAA fully favorable decisions. This review has been in
existence for about 2 years and consists of a national random sample of 85
fully favorable SAA decisions per month.

8. The FY 2009 appropriation included funding (a base appropriation of $264
million and an adjustment for an additional $240 million) to conduct continuing
disability reviews which save $11 for every 31 invested, according to the
President's 2010 budget request. You said in your testimony (page 14) that the
number of full medical Continuing Disability Review (CDRs) pending is
expected to reach 1.5 million this year.
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* How much money could be saved by working down this backlog?

Since the financial effects of doing CDRs vary depending on the mix of cases
reviewed in a given year, it is very difficult to estimate the additional savings that
might result from working down the current backlog of CDR cases. However,
based upon our experience over more than ten years, we estimate that every dollar
spent on medical CDRs yields at least $10 in lifetime program savings.

*  What is your plan to address this backlog?

The FY 2010 President’s Budget provided an additional $485 million in a
discretionary allocation adjustment (above the cap) for our program integrity
efforts in FY 2010. With this additional funding, we will be able to continue to
reverse the overall decline in completing our key program integrity workloads.
We are pleased that Congress included the full amount of the President’s request
for program integrity work in the enacted appropriations legislation.

e Given the focus on processing other growing workloads, how can you assure
the Subcommittee that these critical program integrity workloads that save
billions and increase taxpayer confidence will not take a back seat to other
work as they have in the past?

The FY 2010 appropriations legislation specifies that we may use the additional
$485 million for designated program integrity work only; thus, we cannot use
these funds to process initial claims or other work and will use it solely for
program integrity work.

* What can Congress do to help?

Congress can help us protect taxpayer dollars by continuing to provide timely,
sustained, adequate funding so that we can effectively balance our service and
stewardship work. With the additional funding Congress provided to us in

FY 2009, we were able to increase our program integrity efforts as well as process
more claims and hearings for the American public. Since we received full
funding of our FY 2010 budget, we will be able to process over 30 percent more
medical CDRs than we completed in FY 2008.

9. You have worked with Disability Determination Services (DDS) parent agency
heads and other State executives, including Governors, to try to prevent State
furloughs and hiring freezes. To your credit, you have had some success.

*  What have you learned?

We have learned the value of consistent communication and education, which
have been common factors in each success story. We have provided governors,
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legislators, and State officials with information explaining the unique relationship
that we have with the DDSs, emphasizing the fact that DDSs are fully federally-
funded. We have provided the States with examples of the consequences of a
one-day furlough on the States, the DDS employees and, most importantly, the
citizens with disabilities in the States. We have shared this information in
personal conversations with governors and in interviews with the media. In
addition, our Regional Commissioners have had similar conversations with
governors, their staffs, and legislators. Our DDS administrators and their parent
agencies have educated the governors and legislators as well.

In addition to personal contacts, | have sought and received the support of the
Vice President Biden in an effort to increase this issue’s visibility. Vice President
Biden strongly expressed to the NGA the need for governors to make the right
decision and exempt federally-funded agencies from destructive furloughs and
hiring freezes. In several instances, our unified efforts to educate the States have
been successful. Even in States with furloughs, we have been largely successful
in avoiding hiring freezes. Through our efforts and those of the DDS
administrators, we have been able to get hiring approved on a case-by-case basis
in those States where we have not been able to avoid a hiring {reeze.
Unfortunately, in many States, budgetary, political, or labor considerations have
led to full or partial furloughs in spite of our efforts. In addition, we are learning
that many states are proposing pay cuts, reducing benefits, and initiating early
retirement incentives.

Are there changes to regulations or to the law that are being considered to
prevent this from happening in the future?

At this time, we have just started considering whether there are any regulatory
changes that could strengthen our hand here, but much of this area is governed
strictly by statute. The Administration has not proposed legislation to address the
issue. However, we are eager to work with Congress to prevent future furloughs
and hiring freezes. These state budget strategies will result in the loss of
experienced staff and lower morale, which will ultimately diminish service
provided by the DDSs.

10. During this past fiscal year ending in September, the Agency hired over 9,100
employees. When attrition is factored in, the net number of new hires is about
4,200.

Are these numbers correct?

In FY 2009, we hired approximately 8,600 new full-time permanent employees,
including new State DDS employees. This was our largest hiring effort since the
implementation of the SSI program over thirty-five years ago. Along with that
hiring, we also maximized the use of overtime across the agency. Overall agency
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attrition was about 4,400 full-time permanent employees, including State DDS
employees. The net number of new full-time employees was 4,200.

* Please provide more detail regarding the positions for which individuals were
hired and where the positions are located.

Out of the total 8,600 full-time permanent hires, more than 6,400 were front-line
positions directly related to processing workloads such as claims representatives
in field offices, teleservice representatives in our teleservice centers, and disability
examiners in the State DDSs. In addition, we hired about 1,350 full-time
permanent employees for hearings offices, which includes a net increase of

87 administrative law judges (ALJs) as well as the necessary support staff.

For more detailed hiring information, please refer to the charts (attachment) that
follow these responses. The numbers in the charts represent our employees (not
just our full-time permanent hires) and exclude DDS hires. Therefore, the totals
differ slightly from the figures above.

e Will all of these hires serve on the front lines directly processing claims?

The vast majority—over 90 percent—were hired to serve on the front lines
handling claims, hearings, or in other capacities directly serving the public.

11. Please describe any additional process changes you are considering in the early
stages of claim filing to reduce the number of decisions that are appealed.

In addition to the process changes discussed at the hearing, we have also established
the Integrated Disability Process (IDP). The IDP is a multi-component initiative that
will enable us to address and resolve important disability policy and procedural
issues. The process will also help us address differences and difficulties in applying
policy and procedures at all adjudicatory levels. The IDP team is working to
simplify, clarify, and streamline some of the most complex policy issues in the
disability program, including the assessment of past relevant work, the content of the
medical source statements, and the creation of a Unified Disability Training Package.

Currently, ten States are testing a modification to the disability process that eliminates
the reconsideration step. We are considering reinstating the reconsideration step in
these States, which would reduce the number of hearing requests we receive. We are
also considering a rule change to permit DDS disability examiners to make fully
favorable determinations without requiring the input of a medical or psychological
consultant in certain disability claims.

12. It has come to my attention that there have been continued delays by the SSA in
revising the medical listings as they apply to individuals affected by
Huntington's Disease. I'm told that in 2004 the SSA began the rule-making
process to revise the medical criteria for all neurological conditions, but there
have since been multiple delays. I am also told that the final guidelines will be
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13.

issued no sooner than December 2010 with implementation likely to occur in
2012. This is not acceptable. Please provide a summary of what has happened,
the current status, and the reason for delay.

Updating our listings is an important part of streamlining our disability claims
process, and we strive to update them as quickly as possible. We have found that
revising the neurological body system Listings, which include Huntington’s Disease,
has posed unique challenges and has proven much more difficult than we originally
anticipated. We understand that the delay in publishing new guidelines has been
frustrating for many stakeholders.

To clarify a point in this question, we do not plan to issue final guidelines for the
neurological listings in December 2010. Rather, in December 2010, we plan to
publish a Notice of Proposed Rule Making (NPRM), which invites public comment
on our planned revisions.

We published an Advanced Notice of Proposed Rule Making (ANPRM) for the
neurological listings on April 13, 2005. The comment period for the ANPRM ended
on June 13, 2005. We received almost 300 separate public comments in response to
the ANPRM, which raised a wide variety of neurological impairment and
adjudicative issues we need to address. In July 2005, we also held a public outreach
conference in New York City, where we received additional comments from patients,
medical experts, and advocates, including the Huntington’s Disease Society of
America.

Neurological impairments include many different kinds of disorders; we have 17
adult and 9 childhood neurological listings, several of which include more than one
kind of neurological disorder. As we continue to learn more about the diagnosis,
symptoms, and treatment of neurological disorders with outreach hearings, such as
with the Compassionate Allowances initiative, we try to incorporate what we have
learned into the revision.

We are taking other steps to improve all of our Listings. Under our strategic plan, we
will update all Listings as needed at least every 5 years. We also have an ambitious
effort underway to expand the listings to include many rare diseases and conditions.
Furthermore, we have entered into a 3-year contract with the National Academy of
Sciences, Institute of Medicine (IOM), to establish a standing committee of medical
experts to ensure that our Listings are medically supportable, relevant, and
technologically current. As part of our contract with IOM, the standing committee
will evaluate medical literature, major studies, and emerging technologies to inform
the agency of potential listings revisions. The 10M will also provide reports on
specific body systems that we will use to revise the Listings.

In a November 10th article in the Washington Post (" The Retirement Problem,”
Johnson and Kwak) an MIT professor and Yale law student tried to use the
online benefit calculator for some of their calculations. As Andrew Biggs has
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pointed out, their results were too low because they did not understand that the
calculator uses wage-indexed dollars.

e If a professor and a law student from two prestigious universities cannot use
this calculator, how do you expect average Americans to be able to use it for
their planning purposes?

As part of our commitment to providing the best possible financial planning tools
for the public, we unveiled our current online Retirement Estimator in July 2008.
Prior to launching the online Retirement Estimator, we conducted focus groups
with financial planners and the public. These focus groups looked at the overall
usability and understandability of the application and considered carefully the best
approach to providing future estimates.

The Retirement Estimator is simple and interactive, allowing users to compare
different retirement options. For example, a person can change retirement dates
or expected future earnings to better determine the impact on future benefits and
decide the best time to retire. The Retirement Estimator does not display the
earnings that are used in the calculation; it displays only benefit estimates.

We chose wage-indexed values in part because using wage-indexed values allow
the public to compare estimated future benefits to their average or recent earnings,
and thus have a sense of how much of their earnings will be replaced by Social
Security retirement benefits. Adequate replacement rates are typically the goal of
retirement planning. The Retirement Estimator uses the same system that
produces estimates for the Annual Social Security Statements.

Our Retirement Estimator has been a huge success. We have provided over four
million personalized retirement estimates to Americans since its launch last year.
We cannot explain Professor Johnson’s and Mr. Kwak’s difficulty with the
program; customer satisfaction scores have consistently ranked our Retirement
Estimator among the highest government-wide applications, according to
American Customer Satisfaction Index (ACSI) surveys.

* Are you looking at any changes to clarify how to interpret its results?

We are reviewing the language on the online benefit calculator for possible
clarifications of how to interpret its results.

14. Some of our caseworkers have seen a fair amount of inquiries from individuals
who have lawyers, saying their lawyers haven't been passing on relevant medical

information and/or keeping their clients informed.

¢  What recourse do claimants have when this occurs?
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Claimant representatives must comply with our Rules of Conduct and Standards of
Responsibility for Representatives (Rules of Conduct). Several of our Rules of
Conduct apply to situations where an attorney or non-attorney representative fails to
submit relevant medical information or keep the claimant adequately informed about
his or her case.

For example, representatives must obtain the information and evidence that the
claimant wants to submit in support of the claim and forward it to us as soon as
practicable. Representatives also must deal with us in a manner that furthers the
efficient, fair, and orderly conduct of the decision-making process. This responsibility
includes providing competent representation and acting with reasonable diligence and
promptness in responding to our requests for information. Moreover, representatives
may not deceive or knowingly mislead claimants regarding their rights under the Social
Security Act.

Claimants who have complaints about their representatives should bring them to the
attention of their local field office or hearing office. Those offices will investigate the
complaint and forward their findings to our Office of the General Counsel (OGC). If
the investigation reveals evidence of a Rules of Conduct violation, OGC may initiate an
administrative action against the representative and seek his or her suspension (for a
period of from one to five years) or disqualification from representing claimants before
us.

* Does the Agency keep track of these complaints?

We have electronic and paper records of the complaints we receive, but we do not track
complaints by the specific violation alleged. Therefore, we do not have any data on the
number of complaints alleging that a representative has failed to submit relevant
medical information or keep the claimant adequately informed about the claimant’s
case.

* Please explain what process is in place for the Agency to address such
complaints and share any data summarizing the results of these efforts.

If OGC files a suspension or disqualification action against a representative, that
representative has the right to answer the charges and have a hearing before one of our
ALJs. After the ALJ issues a decision, either we or the representative may ask our
Appeals Council to review that decision.

If we disqualify or suspend a representative, OGC forwards the representative’s name
to our regional commissioners and the Office of Disability Adjudication and Review
and adds the representative’s name to a list of sanctioned representatives. We also
forward the name to the office that referred the complaint to OGC. In addition, if the
representative is an attorney, OGC will inform the attorney’s State court or State bar
disciplinary authority of the suspension or disqualification.

Enclosure — Page 17 — The Honorable Sam Johnson — Questions for the Record

Since we do not track complaints by the type of violation, we do not have any data
summarizing the number of complaints or subsequent suspensions or disqualifications
for violations involving a failure to submit relevant medical information or keep a
claimant adequately informed about the claimant’s case.
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[The questions submitted to the Honorable Patrick P. O’Carroll
from Chairman John Tanner for the Record follow:]
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SUBCOMMITTEE ON SOCIAL SECURITY

December 15, 2009

The Hongrable Patrick O’Carroll
Inspector General

Social Security Administration
6401 Security Boulevard, Suite 300
Baltimore, MD 21235

Dear Mr, O'Carroll:

Thank you for your testimony before the Subcommittee on Social Security of the Committee on Ways
and Means on November 19, 2009 at the hearing on Clearing the Disability Claims Backlogs: The Social
Security Administration’s (SSA’s) Progress and New Challenges Arising From the Recession. In order to
complete the record of the hearing, please respond to the following questions from Chairman John S. Tanner by
Friday, January 15, 2009.

1; Do positions filled and locations for Operations new hires make sense?
7 Do you expect SSA to be able to achieve its hearings backlog reduction goal by 20137

3. What are the desired national staffing ratios and staffing mix for SSA’s hearing offices? Are
all hearing offices meeting these goals?

4. You discussed two SSA initiatives to “fast track” initial disability cases: Compassionate
Allowance cases and Quick Disability Determinations. What total percentage of disability
claims are handled by these two initiatives? How many of these cases would end up in the
hearings backlog otherwise?

The Committee relies on electronic submissions for printing the official hearing record, therefore,
please send an electronic submission in a Word or Word Perfect attachment to

hearingelerks waysandmeans _d@mail. house.gov and to jennifer. beeler@mail house. gov .

If you have any questions concerning this request, please feel free to contact the Subcommittee on
Social Security at (202) 225-9263.

Sincerely,

Kathryn Olzn

Staff Director
Subcommittee on Social Security
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January 13, 2010

The Honorable John Tanner

Chairman, Subcommittee on Social Security
Committee on Ways and Means

House of Representatives

Washington, D.C. 20515

Attention: Kathryn Olson
Dear Chairman Tanner:

This is in response to your December 15, 2009 correspondence asking questions for the record,
further to my testimony on November 19, 2009 before the Subcommittee on Social Security at a
hearing on Clearing the Disabiliry Claims Backlogs: The Social Security Administration’s
Progress and New Challenges Arising From the Recession. | appreciate the opportunity to
provide additional information regarding this critical issue. Below are responses to your specific
questions.

1. Do positions filled and locations for Operations new hires make sense?

Yes. We found that the Office of Operations developed an appropriate plan for its American
Recovery and Reinvestment Act of 2009 (ARRA) funds. The 1,531 newly hired employees
are in front-line positions that will be trained to process disability and retirement workloads.
Operations determined where the new employees should be placed based on several factors
including:

« projected workloads,

» the number of permanent staff on-duty,

« projected attrition, and

« unique staffing shortages within specific regions.
The Social Security Administration (SSA) considered the needs of all its Office of
Operations components (field offices, teleservice centers, program service centers, etc).

2. Do you expect SSA to be able to achieve its hearing backlog reduction goal by 2013?
Currently, we are updating our own estimates. In our August 2009 review, Office of

Disability Adjudication and Review Management Information (A-09-08-18047), we noted
that it appeared SSA would achieve the desired pending hearings level by FY 2013 based on

SOCIAL SECURITY ADMINISTRATION  BALTIMORE. MD 21235-0001
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the currently projected level of receipts and assuming continued ALJ hiring and productivity.
However, the projected level of receipts has changed since we issued this report. Moreover,
ALJ hiring has been slower than anticipated. As a result, we are currently reviewing the
backlog projections based on this new information as part of a request from Senator Claire
McCaskill. Fortunately, the Office of Disability Adjudication and Review (ODAR) made
good progress in tackling the backlog in Fiscal Year (FY) 2009, which brings SSA closer to
its ultimate goal.

What are the desired national staffing ratios and staffing mix for SSA’s hearing offices?
Are all hearing offices meeting these goals?

SSA has established ratios in both areas and is showing progress in achieving these goals. In
March 2009, the Commissioner of Social Security testified that about 4.5 staff per
administrative law judge (ALJ) (referred to as the staffing ratio) was necessary to maximize
the number of legally sufficient hearings and ALJ decisions. In this context, “staff”
represents both decision writers and other support staff. At the time of our review (July
2009), ODAR’s staffing ratio was about 5.1, exceeding the Agency’s national goal of 4.5
staff per ALJ. However, not all hearing offices have been able (o attain this staffing ratio.
QOur review of ODAR’s staffing reports found that 42 hearing offices did not meet the
national staffing ratio goal, and 7 of those hearing offices had staffing ratios below 4.0. In
our draft report to the Agency, we recommended that, to the extent possible, ODAR consider
adding new hires to hearing offices below the 4.0 staffing ratio before offices already above
this ratio.

In terms of staffing mix, ODAR’s Deputy Commissioner issued guidance in FY 2009 to the
Regions to achieve a hiring goal of 1.5 decision writers per ALJ and 2.5 other support staff
per ALJ (referred to as the staffing mix ratio), thereby giving additional definition to the
Commissioner's staffing ratio goal. In terms of the staffing mix at hearing offices, we found
that the hearing offices that met or exceeded the 1.5 decision writers per ALJ staffing mix
goal had, on average, almost a 9 percent higher productivity rate than those hearing offices
with a ratio less than the goal. We did not find similar productivity differences for the other
support staffing mix goal. However, at the time of our review, we found that 36 hearing
offices did not meet the decision writer staffing mix goal, including most of the hearing
offices in the San Francisco Region. Again, we plan 1o recommend that ODAR continue to
review the staffing mix when new allocating new hires.

We have noticed other positive trends with regard to ODAR staffing, including central
pulling and writing units that will provide hearing offices with additional resources to handle
short-term shifts in available staff and workloads. At the end of FY 2009, ODAR had three
centralized pulling units and eight centralized writing units. In our draft report to the
Agency, we recommended ODAR continue expanding the use of centralized pulling and
writing centers to assist hearing offices in processing pending claims.

You discussed two SSA initiatives to “fast track™ initial disability cases: Compassionate
Allowance cases and Quick Disability Determinations. What total percentage of
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disability claims are handled by these two initiatives? How many of these cases would
end up in the hearing backlog otherwise?

In October 2009, the Commissioner reported that compassionate allowance (CAL) and quick
disability determination (QDD) claims represent about 3.8 percent of all initial disability
claims. The Agency’s goal is to reach 4.5 percent in 2010 and 6 to 9 percent in 2012 by
improving the automated selection criteria. We plan to begin a review of the CAL initiative
soon. For our review, SSA provided a list of 16,383 individuals with claims selected for
CAL processing between October 24, 2008 and September 30, 2009. During this time
period, SSA received 2,783,934 initial disability claims. Also, we issued a report on QDD in
May 2009, which can be found on our website at www.ssa.gov/oig/ADOBEPDF/A-01-09-
19030.pdf. ) '

We believe there would be little impact on the ODAR backlog if CAL-and QDD were not in
place. The evidence for the case determines whether it is an allowance or denial. The CAL
and QDD initiatives expedites the processing of the case, but has no impact on the actual
decision, since the evidence still has to support the allowance or denial decision in the case.
For both initiatives (CAL and QDD), the evidence should be readily available and SSA
should work the case quickly. Therefore, the claimant is likely to find out if they are being
allowed or denied benefits sooner. Regardless of whether these initiatives were in place, the
allowance or denial decision would still be the same and there would be little impact on the
backlog.

Thank you for the opportunity to clarify these issues for the Subcommittee on Social Security. |
trust that | have been responsive to your request. If you have further questions, please feel free
to contact me, or your staff may contact Misha Kelly, Congressional and Intra-Governmental
Liaison, at (202) 358-6319.

Sincerely,

Patrick P. O’Carroll, Jr
Inspector General

[The questions submitted to the Honorable Patrick P. O’Carroll
from the Honorable Sam Johnson for the Record follow:]
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May 20, 2010

The Honorable Patrick O’Carroll
Inspector General

Social Security Administration
6401 Security Boulevard
Baltimore, MD 21235

Dear Mr., O’Carroll:

Thank you for your April 15t testimony to the Committee on Ways and Means,
Subcommittee on Social Security at its hearing on Social Security Administration (SSA) field
office service delivery. In order to complete our hearing record, 1 would appreciate your
response to the following questions:

1. What is the current backlog of full medical continuing disability reviews (CDRs) and work-
CDRs?

2. How many redeterminations should be done each year, and how many redeterminations is the
SSA actually completing?

3. How would you assess the SSA’s actions on completing redeterminations?

4. What work is in progress or planned related to the issues raised at this hearing? When may
we expect a final report?

I would appreciate your response to these questions by June 4, 2010, Please send your
response to the attention of Kim Hildred, Staff Director, Subcommittee on Social Security,
Committee on Ways and Means Republicans, U.S. House of Representatives, B-316 Rayburn
House Office Building, Washington, D.C. 20515. In addition to a hard copy, please submit an
electronic copy of your response in WordPerfect or Microsoft Word format to
Jennifer.Beeler(@mail.house.gov and Mike.Stober@@mail.house.

Committee on Ways and Means Republicans
Subcommittee on Social Security

Page 2

May 20, 2010

Thank you for taking the time to answer these questions for the record. If you have any
questions concerning this request, you may reach Kim at (202) 225-4021.

Sincerely yours,

Sam Johnson
Ranking Member
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December 18, 2009

The Honorable Sam Johnson

Ranking Member, Subcommittee on
Social Security

Committee on Ways and Means

House of Representatives

B-316 Rayburn House Office Building

Washington, D.C. 20515

Attention: Kim Hildred
Dear Mr. Johnson:

This is in response to your December 1, 2009 correspondence asking questions for the record,
further to my testimony on November 19, 2009 before the Subcommittee on Social Security at a
hearing on Clearing the Disabiliry Claims Backlogs: The Social Security Administration's
Progress and New Challenges Arising From the Recession. | appreciate the opportunity to
provide additional information regarding the critical issue of eliminating the Social Security
disability claims backlog. Below are responses to your specific questions.

1. Your office continues to identify investment in information technology (IT)
infrastructure to support current and future workloads as a top management and
performance challenge.

= On page four of your testimony, you say that the Agency’s attempt to improve
service delivery and stewardship needs to be given a higher priority. How did you
reach this conclusion? Please provide examples of how the Agency could give a
higher priority to software updates.

Based on an ongoing review, Conversion of the Social Security Administration’s Legacy
File Management System (final report expected January 2010), we believe the Social
Security Administration (SSA) should have managed the conversion of its currént file
management system to the DB2 Data Base Management System (DBMS) as a major IT
investment. This conversion is critical to SSA’s mission and function because it ensures
the continued availability of SSA’s major data files. The conversion is also a high-risk
project because delay or failure will impose unacceptable risk on SSA.
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The conversion meets the Office of Management and Budget's (OMB) definition of a
“major investment” (Circular No. A-11, Part 7). If SSA had managed the conversion as a
major investment, SSA would be required to submit annually to OMB a Capital Asset
Plan and Business Case Summary; and would be required to report the results of or verify
that it performed required project management activities for the major investment in this
document. SSA reviews all major IT projects to ensure that accurate information is
reported to OMB, This process assures that both the Chief Information Officer and OMB
are directly involved in the capital planning process.

Major IT projects also receive additional oversight through various reporting mechanisms
and reviews. These include quarterly reporting to the Information Technology Advisory
Board (ITAB), Office of Systems project reviews, and the Office of the Chief
Information Officer Systems Procurement Request milestone review. These reviews
would provide higher Agency management attention to the conversion. Further, if SSA
would have identified and managed this conversion as a major IT investment, it would
have performed an Alternative Analysis as required by OMB.

* Given the Agency’s reliance on effective IT supporting Agency operations, should
there be more transparency regarding plans to update IT software and hardware?
If 50, how should such transparency be achieved?

We believe SSA’s plans to update software and hardware should be more transparent.
We have previously reported that SSA does perform some IT strategic planning.
However, SSA does not have a comprehensive Agency Information Infrastructure Plan to
meet potential processing needs for the next 20 years, and to allow the Agency to recover
quickly if major components of its processing infrastructure fail or are destroyed.

For example, during our ongoing review, Conversion of the Social Security
Administration’s Legacy File Management System, we discussed with SSA
representatives that we believe the Agency should have developed a comprehensive,
long-term strategic plan for the conversion of its current file management system to DB2.
SSA’s planning and analysis to date has been limited to Phase I of the conversion—SSA
does not have planning documents for Phases Il or IIL. Phases I and III will involve
significant application reprogramming efforts. For these Phases, SSA did not perform
sufficient strategic planning to cover the system development lifecycle of the project.

Moreover, establishing a Post Implementation Review (PIR) process would create
transparency by documenting actual cost to develop a system and/or application versus
planned benefits. SSA has established a PIR policy for verifying planned benefits of its
IT projects that generally meets OMB's requirements. However, SSA has not been
conducting PIRs to verify functionality and cost savings. PIRs would help ITAB
determine whether many of the IT projects it approved achieved the functionality and
cost savings as estimated. Moreover, without verifying functionality and cost savings
information, ITAB lacks information on where dollars should be spent.
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2. Your testimony reported that the Financial Statement Audit included the fact that
consideration must be given to benefits gained from administrative funds transferred to
SSA’s IT budget each year.

* What’s the balance of this budget and how much funds have been transferred in
each of the past five years?

As of September 30, 2009, $314 million was the balance available to transfer to the
Information Technology Systems (ITS) budget from SSA’s Limitation on Administrative
Expenses for fiscal years (FY) 2004 through 2008. For those FYs, $611 million has
been transferred to the ITS budget: $111 million for FY 2004; $240 million for FY 2005;
$175 million for FY 2006; $85 million for FY 2007; and $0 for FY 2008.

* What funding sources exist for IT expenditures? How does the Social Security
Administration (SSA) prioritize requests for IT expenditures, including software
updates? What return on investment have these changes had over the past five
years?

SSA’s funding for IT projects comes from four different sources: the ITS Fund,
Recoveries of Prior Year Unpaid Obligations, Regular Appropriations, and Non-
Expenditure Transfers. In FY 2009, the Agency budgeted the following:

ITS Fund (Balance Brought forward from prior FYs) $219 million
Recoveries of Prior Year Unpaid Obligations $ 17 million
Regular Appropriations $725 million
Non-Expenditure Transfers $170 million
Total $1.1 Billion

As mentioned previously, ITAB is the governing body for SSA’s IT planning process and
is responsible for developing the Agency’s IT Plans. ITAB reviews a variety of SSA’s IT
projects, categorized by investment portfolios, each of which contains a list of projects.
These projects support objectives in SSA’s Strategic Plan. Portfolio teams, led by an
Agency executive as the portfolio manager, coordinate with stakeholders to prioritize
projects based on their role in achieving the related strategic objective. After IT projects
are prioritized, ITAB decides how SSA resources will be assigned to the projects, based
on the portfolio priorities and cost-benefit analyses provided by the sponsoring
components. Such information includes return on investment, full-time equivalent
savings, dollar savings, and cost avoidance.

As a part of the ITAB process, SSA typically estimates the potential number of full-time
equivalents (FTE) and related dollar savings from implementing IT projects. As
indicated in the chart below, in FY's 2007 through 2009, SSA reported that between 58
and 84 new and continued projects would save at least 68,650 FTEs over a 7-year period.
The projected dollar savings for these projects were significant, ranging from about $10
to $20 billion.



164

Page 4—The Honorable Sam Johnson

1 SS5A s Return on Investment Summary 1

Savings Reflect the Total Savings Over a 7-Year Span
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While the projected FTE and dollar savings are impressive, we are concerned that these
estimates are not realistic and do not reconcile to SSA’s annual productivity statistics.
For example, if SSA saves almost 70,000 FIEs over a 7-year period, SSA could
ostensibly use 10,000 FTEs each year to increase productivity in other workloads. Using
10,000 of the Agency’s approximately 60,000 FTEs (or 17 percent) for other workloads
should result in significant productivity increases in areas that may have been previously
neglected because of a lack of resources. Yet, in FY 2007, SSA recorded a productivity
increase of only about 2 percent. While this may be a simplistic example of a far more
complex process, the disparity between projected FTE savings and actual productivity
increases is marked.

3. Please provide the following information about the Cooperative Disability Investigative
(CDI) program:

* How is the program working today?

The CDI Program began in Fiscal Year (FY) 1998 as a joint effort by SSA and the Office
of the Inspector General (OIG), in conjunction with the Disability Determination Services
(DDS) and State or local law enforcement agencies, to pool resources and specialized
knowledge effectively for the purpose of preventing fraud in SSA’s Title 11 and Title XV1
disability programs and related Federal and State programs. The CDI mission is to obtain
evidence that can resolve questions of fraud related to SSA's disability programs. In FY
2009, the CDI Program nationwide resulted in a projected $240.2 million in savings to
SSA and $139.2 million savings to other agencies. From its inception through October
2009, CDI efforts have resulted in $1.4 billion in projected savings to SSA and $829
million to non-SSA programs.

e  What are the most common allegations and how often are they substantiated?
The most common allegations referred to the CDI Units are allegations involving mental
and physical impairments, conflicting medical evidence/statements, multiple or frequent

re-applications by the claimant and/or family members, and similar claims submitted.

* What actions are taken against those who are found to have committed fraud
during the CDI process?
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There are many outcomes for disability fraud cases; however, depending on the
circumstances of the investigation, the OIG can seek criminal prosecution, civil
prosecution, Civil Monetary Penalty actions, or administrative sanctions imposed by
SSA. SSA and the DDSs may also use CDI reports of investigation in making certain
administrative determinations, such as allowing or denying initial claims; or ceasing,
suspending, or terminating benefits for those in current pay status.

« Are there lessons learned from closed cases that could be applied earlier in the
disability process to prevent fraud?

On many occasions, CDI Units have provided training to educate DDS administrators,
SSA District Managers, and SSA and DDS employees regarding the case referral process.
In general, CDI team members encourage these partners to consider referring cases
containing inconsistencies in the disability alleged versus medical evidence submitted;
inconsistent claimant statements or behavior; multiple applications for disability benefits
for the same or different disabilities; and multiple family members filing claims.

4. Unprocessed stewardship workloads could be costing taxpayers billions of dollars.
These include not only medical CDRs, but also work CDRs, SSI redeterminations, and
fraud.

* What staff resources are needed to address these stewardship workloads separate
and apart from addressing the disability backlogs?

We have not specifically identified the staff resources necessary to address stewardship
workloads. However, SSA informed us earlier this year that with the staff resources
provided by the Recovery Act and its FY appropriations, the Agency will be able to
conduct more CDRs and redeterminations. SSA estimates a backlog of 1.5 million full
medical CDRs at the end of FY 2010; at a cost of $1,000 each, the total cost would be
$1.5 billion. In its most recent CDR report to Congress (November 2008), SSA now
estimates the ratio of program savings to cost is roughly $10.50 to $1. This ratio
considers the savings to the Old-Age, Survivors and Disability Insurance; Medicare; and
Medicaid programs. As a result, we estimate savings of about $15.75 billion if SSA
conducted all 1.5 million CDRs in FY 2010 ($1.5 billion times $10.50 = $15.75 billion).

o Has the Agency put together a plan that clearly addresses these additional staffing
needs to ensure this work gets done?

We are not aware of any Agency staffing plan that specifically addresses stewardship
workloads. However, SSA advised us it plans to increase stewardship activities in FY
2010—including increasing the number of full medical CDRs by 4 percent and the
number of $SI redeterminations by close to 50 percent over FY 2009.

5. A January 8, 2009 OMB report entitled “Improving the Accuracy and Integrity of
Federal Payments™ indicates that 12 programs accounted for approximately 90 percent
of reported improper payments for a total of an estimated $65 billion in FY 2008.
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What are the main causes of improper payments and what percent were in the
SSA’s programs?

SSA’s two programs which involve improper payments are the OASDI and SSI
programs. OASDI improper payments are mainly caused by computation errors. The
main cause for SSI improper payments is recipients’ failure to provide accurate and
timely reports of new or increased wages. SSA accounts for about 12 percent ($7.97
billion) of improper payments government-wide.

What is SSA doing to reduce the number of improper payments?

SSA has implemented many programs to reduce improper payments. First, the Agency
has developed automated tools to address payment computation issues. SSA has also
completed a feasibility test and begun to roll-out large-scale monthly wage reporting
using touch-tone and voice recognition telephone technology, as well as using Access to
Financial Institutions to identify undisclosed financial accounts of SSI recipients with
balances over the resource limit. Finally, SSA has informed us that resources provided
by the Recovery Act and FY appropriations will allow more work CDRs to be conducted.

What can Congress do to help with this effort?

Congress can continue to provide SSA with needed resources to continue development of
programs and automated systems that will improve the process for collecting and
reducing improper payments. Congress could also move forward on a legislative
proposal to establish a self-funding program integrity fund for SSA, which we support.
Such a proposal was drafted in 2008 by SSA, containing the following elements:

— Provide authority for SSA to expend a portion of actual collections of erroneous
payments on activities to prevent, detect, and collect erroneous payments. The
proposal would establish permanent indefinite appropriations to make available to
SSA up to 25 percent of overpayments collected during the base FY, and make
available to the OIG up to 2.5 percent of those overpayments.

— Establish a revolving fund to be financed from SSA’s stewardship activities’
projected lifetime savings. That is, SSA would be permitted to deposit up to 50
percent of the estimated future lifetime program savings from processing such
program integrity activities as (but not limited to) CDRs, SSI redeterminations, CDI
Units, and Special Office of the General Counsel prosecutions. The Commissioner
could fund initiatives yielding a 150-percent return on investment over 10 years.

6. To what degree has the SSA recovered erroneous economic recovery payments to
prisoners and those who are deceased? Can we be confident that these mistakes won’t
be made should Congress provide another similar payment?

There will always be unavoidable instances in which SSA will send payments to deceased
beneficiaries and prisoners, due to delays in receiving reports of death or incarceration.
However, two ongoing OIG audits have identified some possible areas for improvement.
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Payments to Deceased Beneficiaries — Our preliminary review has identified approximately
67,000 economic recovery payments sent to deceased beneficiaries. We will conclude that
SSA could have reduced these erroneous payments by reviewing its records for death
information prior to certifying payments. When SSA issued payments in May 2009, it relied
only on payment records to determine whether beneficiaries were alive. Preliminary data
shows that prior to certification, SSA had about 7,600 death reports recorded on its Numident
record for beneficiaries who were subsequently issued an economic recovery payment.

The recovery of erroneous payments to deceased beneficiaries could also be improved. Our
preliminary review has found that about 50 percent of the 67,000 erroneous payments have
been returned to Treasury. However, Treasury does not currently have the authority to
reclaim payments sent to deceased beneficiaries. Should another economic recovery
payment be authorized, Treasury should have the authority to reclaim erroneous payments.

Recovery of Erroneous Payments to Prisoners — According to SSA, approximately 18,000
economic recovery payments were sent to beneficiaries in prison; however, only 1,700 may
have been erroneous. Of those, over 1,200 payments (71 percent) have been returned. We
are currently reviewing SSA data to determine whether it properly identified all payments
sent to beneficiaries in prison. We are also evaluating whether SSA should have reviewed
prisoner information in its Prisoner Update Processing System prior to certifying payments.

The recovery of erroneous payments to beneficiaries in prison could also be improved. The
Recovery Act precludes any subsequent redetermination of entitlement after a payment has
been certified to Treasury. Thus, SSA could not recover payments issued before it learned a
beneficiary was imprisoned. If another such payment is authorized, SSA should have the
authority to redetermine entitlement when it learns of beneficiary imprisonment.

7. Page three of your testimony includes a statement that the Agency should be
commended for its efforts to minimize the impact of State furloughs.

* Is there anything else the Agency can do to prevent furloughs in the States?
No. SSA does not have the authority to stop States from furloughing.
e Are changes to the law or regulations needed in your view?

Legislation would be needed to federalize State DDSs so that SSA could have complete
control over the disability process and not be subject to the States’ decisions.

8. Given rising workloads due to the economic downturn:
e Are those here illegally being prevented from receiving benefits?
Based on recent audits, SSA is complying with laws restricting benefit payments to

noncitizens who worked in the United States illegally. However, current laws do provide
loopholes through which individuals who worked illegally may receive credit for the
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work. As we have previously recommended, these laws should prevent all noncitizens
who have worked illegally from benefiting from these earnings.

¢  What fraud vulnerabilities still exist in the Agency’s application process, and what
can be done to address those vulnerabilities?

The greatest fraud risk remains individuals who make false statements as to their earnings
or medical condition in order to qualify for benefits. This is why our CDI units are a key
factor in identifying and preventing these individuals from being approved for benefits.

e  What’s being done to stop those with fake IDs?

SSA has procedures to verify the authenticity of certain documents presented to support
benefit and SSN applications. For example, SSA verifies the authenticity of most
immigration documents with the Department of Homeland Security before assigning a
Social Security number or awarding Title 11 benefits; and verifies birth certificates with
the issuing State. Currently, SSA does not verify the authenticity of driver’s licenses or
non-driver identification with each State. Rather, they visually verify security features,
which may not always identify counterfeit documents.

9. Do you think the Agency is measuring or tracking its progress in addressing its
challenges in a manner that is transparent and informative to the public?

SSA could improve its reporting of progress made towards addressing some challenges. For
example, the Agency lacks meaningful performance measures that address its efforts to
improve its inefficient IT infrastructure. While SSA’s Strategic Plan states that its plans
depend on a strong 21* century data center to replace the National Computer Center, neither
the Agency's Strategic Plan nor its Annual Performance Plan contains a performance
measure to help the public track SSA's progress in constructing a new data center. Similarly,
SSA’s Strategic Plan states that its IT infrastructure rests on a foundation of aging computer
programs, which will make it difficult to implement new business processes and service
delivery models without needed updates. While SSA identifies this as a critical workload to
provide service models needed to meet an increasing demand, it does not have a performance
measure that tracks its progress in updating its computer programs.

As another example, SSA's performance measures related to the disability claims process do
not provide a meaningful assessment of waiting time from a claimant’s perspective—SSA
only measures different portions of the time a claimant may wait. SSA has a performance
measure, “Achieve the budgeted goal for average processing time for hearings,” with a goal
of 516 days in FY 2009. While 516 days seems like a long time to wait after requesting a
hearing, the overall time a claimant waits for a decision is much longer. When the
cumulative wait times are added, as the claimant experiences the process, a claimant may
wait 811 days, or 2.2 years, from the initial application to receipt of a hearing decision.

10. You noted that SSA has only one performance measure to estimate the success of it
Operations plan - the number of retirement and survivors claims processed. What
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11.

additional performance measures should the SSA use to provide a more complete
assessment of the use of Recovery Act funds?

The Operations sole performance measure does not provide a complete assessment of all
anticipated benefits of Recovery Act funds. Operations hired 1,531 new employees using
Recovery Act funds: 1,183 employees in local field offices; 247 in program service centers;
and 101 in teleservice centers. SSA is also using Recovery Act funds for overtime work. All
of these employees will process a wide range of disability and retirement workloads.

We found that SSA has several existing performance measures contained in its annual
Performance and Accountability Report that track Operations progress in meeting its goals
and objectives. These include the following performance measures related to Operations
employees’ processing of disability and retirernent workloads.

Minimize average processing time for initial disability claims to provide timely decisions.
Improve service to the public by optimizing the speed in answering 800-number calls.
Improve public service by optimizing the 800-number busy rate for calls offered.

Process SSI non-disability redeterminations to reduce improper payments.

Number of periodic CDRs processed to determine continuing entitlement based on
disability to help ensure payment accuracy.

Percent of SSI payments free of overpayment and underpayment error.

. Percent of OASDI payments free of overpayment and underpayment error.

o L

= o

Including these additional performance measures will provide a more complete assessment of
the use of Recovery Act funds.

Please explain why your testimony on the dollar impact of furloughs on the SSA’s
disability programs differed slightly from the Commissioner’s testimony.

We used a slightly different methodology to account for the difference in the Federal FY vs.
the State FY. Although the Federal FY runs October 1 through September 30, most State
FYs run July 1 through June 30. For our calculations of delayed benefits, we assumed the
current State furloughs would continue throughout the Federal FY; whereas SSA's
calculations only account for 9 months of the Federal FY (through June).

Thank you for the opportunity to clarify these issues for the Subcommittee on Social Security. I
trust that I have been responsive to your request. If you have questions, please feel free to
contact me, or your staff may contact Misha Kelly, Congressional and Intra-Governmental
Liaison, at (202) 358-6319.

Sincerely,

S| B et

Patrick P. O’ Carroll, Jr.
Inspector General

[Submissions for the Record follow:]
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The Council of State Administrators of Vocational Rehabilitation is pleased to submit
this statement for the record for the November 19, 2009, House Ways and Means Social
Security Subcommittee’s hearing on the progress SSA has made in clearing the disability
backlog.

CSAVR’s members are the Administrators of 80 state agencies that provide vocational
rehabilitation services to persons with disabilities. For over 80 years the State-Federal
Vocational Rehabilitation program has been providing a wide range of services to people
with disabilities. The program has helped millions of people with significant disabilities
return to work and live better and more productive lives.

The VR program is a cost effective program with a proven track record. In 2007 the
Public VR program and its partners helped over 200,000 people with disabilities find,
return to, or retain employment. VR customers earned over $3.0 billion in wages, paid
$966 million in federal, state, & local taxes, and generated 36,000 new jobs. In fact, on
average every person VR helps find or retain employment will “pay back™ through taxes
the cost of their rehabilitation services in just two to four years.

The VR program and the Social Security Administration have a long and mutually
beneficial partnership helping people with disabilities on SSDI and SSI return to work.
SSA reimburses VR agencies for the cost of services VR provides to SSDI and SSI
beneficiaries after a beneficiary is at work for nine months. VR agencies are also strong
partners in SSA’s Ticket-to-Work program. The most recent data from the Social
Security Administration reveals that for every dollar SSA reimburses VR, SSA has saved
seven dollars in benefits that it would have paid out. This results in an annual net savings
of $754 million to the Social Security (SSDI) and Supplemental Security Income (SSI)
programs.

CSAVR’s interest in this hearing and on the issue of the backlog stems from the fact that
nearly 60 percent of SSA’s state Disability Determination Service (DDS) agencies are
under the direction of state VR agencies. Our members see every day the growing
burden caused by the lack of funding and the expanding demand for benefits caused by
the current economic downturn.

CSAVR has strongly supported the Subcommittee’s efforts to boost appropriations for
clearing the disability backlog at all levels. We applaud Commissioner Astrue and his
team for their dedication to aggressively resolving this problem. This issue is extremely
important to people with disabilities.

Title 1T and Title XV1 cash benefits, along with the related Medicaid and Medicare
benefits, are the means of survival for millions of individuals with severe disabilities.
They rely on the Social Security Administration (SSA) to promptly and fairly adjudicate
their applications for disability benefits. They also rely on the agency to handle many
other actions critical to their well-being including: timely payment of the monthly Title I1
and Title XVI benefits to which they are entitled; accurate withholding of Medicare Parts
B and D premiums; and timely determinations on post-entitlement issues that may arise
(e.g., overpayments, income issues, prompt recording of earnings).

Because the economic downturn has led to an unexpected surge of new applications, SSA
finds itself at a critical crossroads. The wave of new claims is having a very significant
impact at the state Disability Determination Services (DDSs) that will eventually affect
the hearing level. At the DDS level (initial and reconsideration), the number of new
applications, applications waiting for a decision, and processing times are all on the rise.
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In fiscal year (FY) 2009, SSA received 385,000 new claims, an increase of nearly 15%
since the end of FY 2008. Even more worrisome is the growing backlog of pending
initial claims at the DDSs, i.e., those waiting for a decision, up nearly 40% since the end
of FY 2008.

In FY 2009, the news was more positive at the hearing level. For the first time in a
decade, SSA finished FY 2009 with fewer hearing level cases waiting for a decision and
a hearing than at the beginning of the year. But we are deeply concerned that any
progress in eliminating the hearing level backlog will be delayed as the surge of new
applications that are denied are appealed, putting SSA’s plan to eliminate the hearing
level backlog by 2013 at risk.

While recent appropriations have allowed SSA to hire some new staff and to reduce
processing times at the hearing level, these amounts will not be adequate to fully restore
the agency’s ability to carry out its mandated services. Given the many years of under-
funding and the need for more than a $600 million annual increase just to keep up with
fixed costs, additional funding is required to reduce and eliminate the backlog at the DDS
and hearing levels and to provide essential services to the public. While the current
situation is dire, without adequate, ongoing appropriations to fund SSA, the forward
progress recently made by the agency will deteriorate, leaving people with severe
disabilities to wait years to receive the benefits to which they are entitled.

THE IMPACT ON PEOPLE WITH DISABILITIES

As the backlog in decisions on disability claims continues to grow, people with severe
disabilities have been bearing the brunt of the delays. Behind the numbers are
individuals with disabilities whose lives have unraveled while waiting for decisions —
families are torn apart; homes are lost; medical conditions deteriorate; once stable
financial security crumbles; and many individuals die.' Numerous recent media reports
across the country have documented the suffering experienced by these individuals.
Your constituent services staffs are likely to be well aware of the situations faced by
people living in your districts and provide valuable assistance and help, where possible.

SSA’S NEED FOR ADEQUATE RESOURCES TO ADDRESS GROWING
BACKLOGS

For many years, SSA did not receive adequate funds to provide its mandated services, a
key reason for the hearings backlog. Between FY 2000 and FY 2007, the resulting
administrative funding shortfall was more than $4 billion. The dramatic increase in the
hearing level disability claims backlog coincided with this period of significant under-
funding.

Recent Congressional efforts to provide SSA with adequate funding for its administrative
budget have been encouraging. In FY 2008, the tide finally changed for the first time in a
decade, when Congress appropriated $148 million over the President’s budget. The FY
2009 SSA appropriation provided SSA with more than $700 million over the FY 2008
appropriation.

! If a claimant dies while a claim is pending, the SSI rule for payment of past due benefits is very different
— and far more limited — than the Title Il rule. In an 551 case, the payment will be made in only two
situations: (1) to a surviving spouse who was living with the claimant at the time of death or within six
months of the death; or (2) to the parents of a minor child, if the child resided with the parents at the time of
the child’s death or within six months of the death, 42 U.S.C. § 1383(b)(1 XA) [Section 163 1(b)(1)(A) of
the Act]. In Title 11, the Act provides rules for determining who may continue the claim, which includes: a
surviving spouse; parents; children; and the legal representative of the estate. 42 U.S.C. § 404(d) [Section
202(d) of the Act]. Thus, if an adult SSI claimant (age 18 or older) dies before actually receiving the past
due payment and if there is no surviving spouse, the claim dies with the claimant and no one is paid,
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CSAVR is extremely grateful to Congress for recognizing SSA’s need for adequate
resources and including additional funds for SSA in the American Recovery and
Reinvestment Act of 2009 (ARRA). ARRA provided SSA with $500 million to handle
the unexpected surge in both retirement and disability applications due to the economic
downturn. SSA also received badly needed funds to replace its aged National Computer
Center. With the FY 2009 appropriation and the ARRA funding, SSA planned to hire
5,000 to 6,000 new employees. This additional staff undoubtedly led to SSA’s ability to
make progress on the backlog at the hearing level.

Congress appears to be moving towards providing SSA with an FY 2010 appropriation
approximately the same as President Obama’s request of $11.45 billion for SSA’s
Limitation on Administrative Expenses (LAE), a 10 percent increase over the FY 2009
appropriation. While the agency is operating under a Continuing Resolution, we are
optimistic that SSA’s final FY 2010 appropriation will be similar to the $11.45 billion
amount, allowing SSA to hire more staff.

SIGNIFICANT INCREASE IN NEW CLAIMS FILED AND GROWING DDS
BACKLOGS

Since the end of FY 2008, new disability claims filed have been climbing steadily, up
nearly 15% by the end of FY 2009. But what is more troubling is how the increase grew
throughout FY 2009: December 2008 Quarter: 6.92%; March 2009 Quarter: 15.23%:
June 2009 Quarter: 16.32%; September 2009 Quarter: 20.25%.

The most alarming trend is the increase in the number of pending claims (initial and
reconsideration levels), up 38.8% since the end of FY 2008 and climbing from 763,183 to
1,059,241. This means that, at the end of FY 2009, more than | million disability
applicants were waiting for a decision on their claims at the initial and reconsideration
levels. When you add the 722,822 pending cases at the hearing level, nearly 1.75 million
people with disabilities were waiting for a decision. If the receipts continue to increase at
the higher level seen in recent months, the total number of pending initial applications in
the DDSs could hit over 1,000,000 claims by the end of FY 2010. This would be an 80%
increase in pending claims at the initial level in just one year.

What does the increase in applications and pending claims at the DDSs mean for the
hearing level? Approximately 22% of the initial claims will result in a hearing request.
This means there is a potential increase of 85,000 additional hearings from the FY 2009
applications, a statistic that underscores the fragility of the Office of Disability
Adjudication and Review (ODAR) progress accomplished in FY 2009,

Exacerbating the problem of a significant increase in new claims is the impact on DDSs
of state budget crises. Even though DDS salaries, offices, and overhead are fully funded
by SSA, some states are imposing hiring restrictions and furloughs of DDS workers
because of budget problems. Earlier this year, Commissioner Astrue wrote to Governors,
asking them to exempt DDSs from hiring freezes and furloughs. In September 2009,
Vice-President Biden sent a letter to Gov. Edward Rendell, the Chair of the National
Governors’ Association, also urging that states exempt DDS employees from state
furloughs.

State budgets not likely to see improvement in the near term. According to the National
Governors Association/National Association of State Budget Officers (NGA/NASBO)
Fall 2009 Report, Fiscal Survey of States-Preliminary Data, November 12, 2009,
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“Fiscal conditions significantly deteriorated for states during fiscal 2009, with the
trend continuing through fiscal 2010 and even into 2011 and 2012. The severe
national recession drastically reduced tax revenues from every revenue source
during fiscal 2009 and revenue collections are forecasted to continue their decline
in fiscal 2010. As state revenue collections historically lag behind any national
economic recovery, state revenues will remain depressed throughout fiscal 2010
and likely into fiscal years 2011 and 2012. The economic recession, which began
in December 2007, has significantly affected state spending, as more than half the
states decreased their General Fund expenditures in fiscal 2009, and two-thirds of
states enacted fiscal 2010 budgets with decreased General Fund spending.”

“The weakening of state fiscal conditions is also reflected in the fact that states
will have faced $250 billion in budget gaps between fiscal year 2009 and fiscal
year 201 1. Of this $250 billion, states closed $72.7 billion in budget gaps during
fiscal 2009 and $113.1 billion prior to the enactment of their fiscal 2010 budgets
in order to bring them into balance with drastically declining revenues. However,
even after solving these gaps, an additional $14.5 billion in budget gaps remains
in fiscal 2010 and states face at least $21.9 billion in budget gaps for fiscal 2011.
In order to help close these gaps, 42 states cut their enacted fiscal 2009 budgets by
$31.2 billion and 33 states cut their fiscal 2010 expenditures by $53.5 billion.
Additionally, states enacted tax and fee increases of $23.8 billion along with
additional increases in other revenue measures of $7.7 billion for fiscal 2010.”

Despite this bleak fiscal picture in the states and in the face of furloughs and hiring
freezes, some state agencies have been successful in working around the problem of DDS
furloughs by negotiating overtime and other work arrangements that allow DDS staff to
keep their caseload as current as possible. However, even these stopgap measures will
become more difticult to maintain as fiscal pressures continue to mount within state
budgets and the number of new claims increase.

WILL THE HEARING LEVEL BACKLOG BE ELIMINATED BY 2013?

The average processing time for cases at the hearing level has increased dramatically
since 2000, when the average time was 274 days. In FY 2009, the average processing
time for disability claims at the hearing level was 491 days, about 16.5 months. We
appreciate the effort by SSA to reduce the processing time, but an average of 16.5 months
— close to one and a half years — is still too long for individuals waiting for a hearing
decision. In addition, the average processing times at the initial and reconsideration
levels are increasing. For individuals with disabilities who have no health insurance,
have lost their homes, have declared bankruptcy, or who have died, that is simply too
long to wait.

The current processing times in some hearing offices are striking, and much longer than
the 491-day average at the end of FY 2009. It is important to keep in mind that this is an
“average” and that many claimants will wait longer. In September 2009, the average
processing time at 48 hearing offices was above the 491 day national average, with 20
offices over 600 days.

Is the Hearing Backlog Improving? By the end of FY 2009, it was clear that ODAR
was making slow but steady process in key areas to address its backlog and improve
processing times, thanks to the hard work of ODAR ALIJs and staff and the additional
resources available due to Congressional appropriations, including the ARRA funding.

* Pending cases. For the first time in a decade, ODAR finished FY 2009 with fewer
hearings pending than in the prior year. The increased resources, including 147 new
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ALIJs and support staff are having a positive impact at the hearing level. The pending
number of cases dropped for nine straight months from a record high of 768,540 in
December 2008 to 722,822 in September 2009. This is the lowest pending number of
ODAR cases since February 2007. The pending number dropped by 11,377 in
September 2009 alone, the biggest drop in FY 2009, The reduction in pending cases is
even more notable since the number of requests for hearing increased in FY 2009, up to
625,003, a 5.7% increase over the 591,888 received in FY 2008.

* Processing times. The average process time in September 2009 was 472 days, the
lowest monthly processing time since November 2005, The average processing time for
all of FY 2009 was 491 days, down from 514 days in FY 2008.

* Dispositions. The number of dispositions cleared by ALJs on a daily basis was
2,940.47 in September. This is the highest monthly average since records have been kept,
beginning in FY 2004. The increase is concomitant with the record number of ALJs now
on duty. For the year, dispositions were up about 20%.

e Age of pending cases. The length of time cases are pending is also improving. The
percentage of requests for hearing pending over one year was 31% in September 2009,
This is the lowest percent since October 2004. The average age of a pending case is 282
days. It peaked this year at 317 days in January 2009,

Improvement Is Not Uniform. Despite the overall improvement in the hearing level
statistics, not every hearing office has benefited and some claimants® areas are waiting
even longer than one year ago. On one hand, some offices have experienced exceptional
improvement in processing times, as much as 4 to 5 months in just one year. In contrast,
other offices continue to experience worsening times that are several months longer than
last year.

SSA’s ABILITY TO PERFORM OTHER IMPORTANT WORKLOADS

Program Integrity Workloads. The processing of CDRs and SSI redeterminations is
necessary to protect program integrity and avert improper payments. Failure to conduct
the full complement of CDRs would have adverse consequences for the federal budget
and the deficit. According to SSA, CDRs result in $10 of program savings and SSI
redeterminations result in $7 of program savings for each $1 spent in administrative costs
for the reviews. However, the number of reviews actually conducted is directly related to
whether SSA receives the necessary funds. SSA’s Budget Justification refers specifically
to CDRs based on medical factors. It is important when SSA conducts work CDRs that it
assess whether reported earnings have been properly recorded and ensure that they
properly assess whether work constitutes substantial gainful activity (SGA).

Impact on Post-Entitlement Work. Staffing shortages also have led to SSA’s inability
to fully carry out many other critical post-entitlement workloads. One area that has
slipped, often with a very detrimental impact on people with disabilities, is the processing
of earnings reports by beneficiaries. When beneficiaries faithfully notify SSA of
earnings or other changes that may reduce their benefit payment amounts, it may be
months or years before SSA sends an overpayment notice to the beneficiary, demanding
repayment of sometimes tens of thousands of dollars of accrued overpayments. It is
shocking to beneficiaries to receive these notices, when they reasonably assumed that
SSA had processed the information they submitted, and it is challenging, if not
impossible, for someone subsisting on benefits alone to repay the overpayments. Many
individuals with disabilities are wary of attempting a return to work out of fear that this
may give rise to an overpayment, resulting in a loss of economic stability and health care
coverage upon which they rely.

SSA needs to develop a better reporting and recording system and promptly adjust
benefit payments —thus preventing these overpayments. It is important to note that, in
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and of themselves, overpayments do not indicate fraud or abuse as beneficiaries are
encouraged to work if they are able. The problems arise when reported earnings are not
properly recorded and monthly overpayments are not properly adjusted.

RECOMMENDATIONS REGARDING SSA’s ADMINISTRATIVE FUNDING

CSAVR is optimistic that SSA will receive a final FY 2010 appropriation of $11.451
billion for SSA’s LAE, the same amount proposed by the President. SSA will use this
funding and about $350 million from the ARRA funding to address the growing
workloads facing the agency. Based on these funding levels, during FY 2010, SSA will
be spending at least $11.8 billion to address the current staffing levels and associated
costs necessary for the agency to function.

In FY 2011, SSA will be faced with additional costs of nearly $620 million just to deal
with inflationary costs associated with items such as salaries, benefits, rents, and facility
security. The resulting funding level, $12.42 billion will not address the increased
number of new claims, the newly created DDS backlog, and SSA’s plan to eliminate the
hearing level backlog by 2013. To address these workloads, SSA will need additional
resources. We estimate that an additional $780 million will be necessary — at least $480
million to address the increased number of disability claims and at least $300 million to
continue making progress in reducing and eliminating the hearings backlog by 2013.

To address the unprecedented increase in workloads and to prevent a severe disruption in
service delivery, we recommend that a minimum of $13.2 billion be included in the FY
2011 President’s budget request for SSA's administrative funding.

RECOMMENDATIONS FOR IMPROVING THE DISABILITY CLAIMS
PROCESS

Money alone will not solve SSA’s crisis in meeting its responsibilities. Commissioner
Astrue is committed to finding new ways to work better and more efficiently. CSAVR
has numerous suggestions for improving the disability claims process for people with
disabilities. We believe that these recommendations and agency initiatives, which overall
are not controversial and which we generally support, can go a long way towards
reducing, and eventually eliminating, the disability claims backlog.

Caution Regarding the Search for Efficiencies

While we generally support the goal of achieving increased efficiency throughout the
adjudicatory process, we caution that limits must be placed on the goal of administrative
efficiency for efficiency’s sake alone. The purposes of the Social Security and SSI
programs are to provide cash benefits to those who need them and have earned them and
who meet the eligibility criteria. While there may be ways to improve the decision-
making process from the perspective of the adjudicators, the critical measure for
assessing initiatives for achieving administrative efficiencies must be how they affect the
very claimants and beneficiaries for whom the system exists.

People who find they cannot work at a sustained and substantial level are faced with a
myriad of personal, family, and financial circumstances that will have an impact on how
well or efficiently they can maneuver the complex system for determining eligibility.
Many claimants will not be successful in addressing all of SSA’s requirements for
proving eligibility until they reach a point where they request the assistance of an
experienced representative. Many face educational barriers and/or significant barriers
inherent in the disability itself that prevent them from understanding their role in the
adjudicatory process and from efficiently and effectively assisting in gathering evidence.
Still others are faced with having no “medical home™ to call upon for assistance in
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submitting evidence, given their lack of health insurance over the course of many years.
Many are experiencing extreme hardship from the loss of earned income, often living
through the break-up of their family and/or becoming homeless, with few resources -
financial, emotional, or otherwise - to rely upon. Still others experience all of the above
limits on their abilities to participate effectively in the process.

Proposals for increasing administrative efficiencies must bend to the realities of
claimants’ lives and accept that people face innumerable obstacles at the time they apply
for disability benefits and beyond. SSA must continue, and improve, its established role
in ensuring that a claim is fully developed before a decision is made and must ensure that
its rules reflect this administrative responsibility.

Technological Improvements

Commissioner Astrue has made a strong commitment to improve and expand the
technology used in the disability determination process. CSAVR generally supports
these efforts to improve the disability claims process, so long as they do not infringe on
claimants’ rights. Some of the technological improvements that we believe can help
reduce the backlog include the following:

1. The electronic disability folder. The initiative to process disability claims
electronically has the prospect of significantly reducing delays caused by the moving and
handing-off of folders, allowing for immediate access by different components of SSA or
the DDS, and preventing misfiled evidence.

2. Expanding Internet access for representatives. Under Electronic Records
Express (ERE), registered claimant representatives are able to submit evidence
electronically through an SSA secure website or to a dedicated fax number, using a
unique barcode assigned to the claim, This initiative holds great promise, given that
significant problems with the current process exist.

Under the current process, representatives are to be provided with a CD of the exhibited
or “pulled” file shortly before the hearing and earlier in the process after the appeal has
been filed but before the file is exhibited. Due to staffing shortages in hearing offices,
representatives have had problems obtaining the CDs and even obtaining barcodes, which
allows me to submit evidence electronically. We are optimistic that these problems will
be resolved in the near future.

3. Use of video hearings. Video hearings allow ALJs to conduct hearings without
being at the same geographical site as the claimant and representative and have the
potential to reduce processing times and increase productivity. We support the use of
video teleconference hearings so long as the right to a full and fair hearing is adequately
protected; the quality of video teleconference hearings is assured; and the claimant rezains
the absolute right to have an in-person hearing as provided under current regulations.”
However, we have received complaints from representatives that, in some cases, ALJs
are discouraging claimants from exercising their right to an in-person hearing. A new
SSA pilot allows representatives to participate in video hearings from their own private
offices, with their clients present in the representative’s office. The representative must
agree to the terms established by SSA. This pilot provides claimants with another option
for their hearings.

Other Improvements at the Hearing Level
1. The Senior Attorney Program. This program allows senior staff attorneys in
hearing offices to issue fully favorable decisions in cases that can be decided without a

*20 CF.R. §§ 404.936 and 416.1436.



178

hearing (i.e. “on the record™). This eliminates many months in the wait for payment of
benefits. We are pleased that Commissioner Astrue decided to authorize the program for
at least the next two years." In FY 2009, senior attorneys decided more than 36,300
cases, a 50% increase over FY 2008. This means that more than 36,000 claimants were
able to receive their disability benefits months sooner.

2. Findings Integrated Templates (FIT). FIT is used for ALJ decisions and
integrates the ALJ’s findings of fact into the body of the decision. While the FIT does
not dictate the ultimate decision, it requires the ALJ to follow a series of templates to
support the ultimate decision. Representatives can use the FIT template, which is
available on the SSA website, to draft proposed favorable decisions. Many
representatives are now using the template either when requested by the ALJ or on their
own initiative. When the draft proposed decision is submitted to the ALJ, it can lead to a
speedier decision.

3. Increase time for hearing notice. We recommend that SSA provide advance
notice of the hearing date 75 days prior to the hearing date rather than the current 20 days.
The 75-day time period has been in effect in SSA’s Region 1 states since August 2006°
and, based on reports from representatives, has worked well.

Improvements at the Initial Levels

CSAVR supports initiatives to improve the process at the initial levels so that the correct
decision can be made at the earliest point possible and unnecessary appeals can be
avoided. Improvements at the front end of the process can have a significant beneficial
impact on preventing the backlog and delays later in the appeals process.

1. New Screening Initiatives. CSAVR supports SSA’s efforts to accelerate
decisions and develop new mechanisms for expedited eligibility throughout the
application and review process. We encourage the use of ongoing screening as claimants
obtain more documentation to support their applications. However, SSA must work to
ensure that there is no negative inference when a claim is not selected by the screening
tool or allowed at that initial evaluation. There are two initiatives that hold promise:

®  Quick Disability Determinations. CSAVR supports the Quick Disability
Determination (QDD) process, first begun in SSA Region [ states in August 2006 and
expanded nationwide by Commissioner Astrue in September 2007.” The QDD process
has the potential of providing a prompt disability decision to those claimants who have
most serious disabilities. Since its inception, the vast majority of QDD cases have been
decided favorably in less than 20 days, and sometimes in just a few days.

=+ Compassionate Allowances. This initiative allows SSA to create “an extensive list of
impairments that we [SSA] can allow quickly with minimal objective medical evidence
that is based on clinical signs or laboratory findings or a combination of both....” SSA has
published an initial list of 50 conditions on its website, with more to be added at a later
date. Unlike the QDD screening, which ocecurs only when an application is filed, screening
for compassionate allowances can occur at any level of the administrative appeals process.
SSA has held recent Compassionate Allowance outreach hearings with expert panels to
consider early onset Alzheimer’s disease and schizophrenia.

2. Improve development of evidence earlier in the process. Claimants’
representatives are often able to provide evidence that we believe could have been obtained
by the DDSs earlier in the process. Our recommendations include:

- e ram is extende rough August 10, 2 . ed. Reg. 33327 (Jul s 2 ).
* Th prog i ded through August 10, 2011. 74 Fed. Reg. 33327 (July 13, 2009
420 C.F.R. § 405.315(a).

#20 C.F.R. §§ 404.1619 and 416.1019.



179

e Provide more assistance to claimants at the application level. At the beginning of the
process, SSA should explain to the claimant what evidence is important and necessary. SSA
should also provide applicants with more help completing the application, particularly in light
of electronic filings, so that all impairments and sources of information are identified,
including non-physician and other professional sources.

* DDSs need to obtain necessary and relevant evidence. Representatives often are
able to obtain better medical information because they use letters and forms that ask
questions relevant to the disability determination process. However, DDS forms usually
ask for general medical information (diagnoses, findings, etc.) without tailoring questions
to the Social Security disability standard. One way to address this would be for SSA to
encourage DDSs to send Medical Source Statement forms to treating and examining
doctors. These simple forms translate complex, detailed medical source opinions into
practical functional terms useful to the vocational professionals at DDSs and hearing
offices.

. Increase reimbursement rates for providers. To improve provider response to
requests for records, appropriate reimbursement rates for medical records and reports
need to be established. Appropriate rates should also be paid for consultative
examinations and for medical experts.

. Provide better explanations to medical providers. SSA and DDSs should
provide better explanations to all providers, in particular to physician and non-physician
treating sources, about the disability standard and ask for evidence relevant to the
standard.

. Provide more training and guidance to adjudicators. Many reversals at the
appeals levels are due to earlier erroneous application of existing SSA policy. Additional
training should be provided on important evaluation rules such as: weighing medical
evidence, including treating source opinions; the role of non-physician evidence; the
evaluation of mental impairments, pain, and other subjective symptoms; the evaluation of
childhood disability; and the use of the Social Security Rulings.

. Improve the quality of consultative examinations. Steps should be taken to
improve the quality of the consultative examination (CE) process. There are far too
many reports of inappropriate referrals, short perfunctory examinations, and
examinations conducted in languages other than the applicant’s.

ADDITIONAL RECOMMENDATIONS

In addition to addressing the backlog and SSA’s funding issues, there are several other
legislative proposals that the Subcommittee may be considering this year.

¢ Protecting claimants’ privacy rights. We understand that it can be cumbersome for
SSA to obtain medical records, as it is for claimants and their representatives, and that
SSA is exploring more efficient ways to secure the necessary evidence. While we
support ways to make this process more efficient, we believe that claimants’ privacy
rights must be protected. We will work with SSA to find a way to obtain, as efficiently as
possible, a claimant’s authorization for release of medical records to SSA, while
protecting the individual’s privacy rights.

* Extension of the fee demonstrations in the SSPA. Access to experienced and
qualified representatives through the lengthy and complex application process is critically
important to claimants. To this end, we support allowing claimants to enter into
voluntary agreements with representatives for fee withholding and direct payment
procedures whether under Title I or Title XVI. The Social Security Protection Act of
2004 established two demonstration projects that should be made permanent because they
have proven to be effective in increasing claimants’ access to effective representation:

(1) Extension of the Title Il attorney fee withholding and direct payment procedures to
SSI claims; and (2) Allowing non-attorney representatives to qualify for fee withholding
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and direct payment, provided they meet certain requirements. Unless they are extended
or made permanent, the demonstrations will sunset March 1, 2010.

¢ Increase and indexing of the fee cap. Rep. John Lewis has introduced H. R. 1093,
which contains two provisions regarding the current $5,300 fee agreement fee cap: (1)
Increase the current fee cap to $6,264.50 (which represents the figure if it had been
adjusted for inflation since the last increase in 2002); and (2) Index the fee cap for future
years to the annual COLA. We support these changes since they ensure that there will be
a knowledgeable, experienced pool of representatives available to represent claimants.

* Work incentives. The Ticket to Work and Work Incentives Improvement Act was
enacted nearly ten years ago and is overdue for evaluation of its effectiveness in
employment of those receiving Title II and Title X VI disability benefits. We urge
renewal and permanent extension of expired/expiring provisions including (1) SSA’s
Title I1 demonstration authority to test promising approaches for work incentives and
related provisions; (2) Medicaid Infrastructure Grants (MIGs) used by States to build
comprehensive approaches to removing employment barriers by forming linkages
between Medicaid services and other non-Medicaid programs; (3) Demonstration to
Maintain Independence, set to expire this year, to provide Medicaid buy-in coverage to
working individuals whose conditions or disabilities are not yet severe enough to qualify
them for disability benefits; (4) Protection and Advocacy for Beneficiaries of Social
Security to protect the rights of beneficiaries as they attempt to return to work; and (5)
Work Incentives Planning Assistance, which provides state grants for outreach and
education to individuals with disabilities about supports and services regarding
employment. However, it is critical that future efforts be devoted to permanently
extending and strengthening these important return to work supports.

————

Statement of the Corporation for Supportive Housing Advocacy and
Training Center

Chairman Tanner, Ranking Member Johnson, and Members of the Subcommittee:

Thank you for the opportunity to submit written testimony on the issue of the
Social Security Administration’s disability claims backlog.

Our organizations are committed to providing housing, services and advocacy to
individuals who have no or limited income and who have disabilities, especially
those involving serious mental illness and/or co-occurring disorders. As part of this
commitment, we particularly focus on individuals who have been or are homeless,
many of whom have experienced homelessness for years. We appreciate the recent
efforts of the Social Security Administration (SSA) to address the disability claims
backlog, specifically those claims awaiting hearing level decisions. The reduction in
this backlog that has started and the ongoing efforts to reduce it are commendable.

We believe that aspects of the disability determination that contribute to denials
{or people who are homeless and, therefore, to the need for appeals include, the fol-
owing:

e Lack of access to medical care and evaluations needed to document individ-
uals’ physical and mental health conditions;

e Need for case managers or other community staff to conduct outreach and to

help homeless individuals to navigate the complex disability determination

process;

Difficulties in accessing benefits for people who have co-occurring disorders

that include substance use;

For people who have mental illness and/or cognitive disorders, lack of recogni-

tion of long-term homelessness as an indicator of marked functional impair-

ment;

e General inability of individuals with serious mental illness to access the inno-
vative and creative strategies that SSA has implemented such as Quick Dis-
ability Determination and compassionate allowances;
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e Need for specialized training of SSA and DDS staff in understanding home-
lessness and its impact on individuals’ health; and

e Failure to identify claimants as homeless and failure to flag claims from
homeless individuals as in need of expedited processing.

To address some of the needs of this population, we advocate for changes that
only Congress can enact as well as changes that are underway or could be consid-
ered at SSA. These include:

SSA:

e Include schizophrenia and homelessness as a compassionate allowance cat-
egory, something already considered by SSA as evidenced by the recent com-
passionate allowance hearing on schizophrenia held in San Francisco on No-
vember 18;

e Consider compassionate allowances for homeless individuals with other speci-
fied impairments, such as bipolar disorders and certain cognitive impair-
ments;

e Partner with community mental health and other health providers to assist
people who are homeless with navigating the SSA disability application proc-
ess. This would include training such providers in the completion of the SSI
application (SSA-8000) (until the SSI application is possible to do on-line) so
that such providers could submit such applications on behalf of individuals
without having to have the applicant come into the SSA office;

e Implement promising practice models such as SOAR to serve populations who

need special assistance, adults who are homeless and who have mental illness

and partner with other federal agencies including, SAMHSA, to coordinate
implementation of such models

Conduct specialized training for SSA and DDS staff in homelessness, mental

illness, and co-occurring disorders, and in identifying and expediting claims

of individuals who are homeless;

specific staff at the SSA local offices and encourage state Disability Deter-

mination Service offices to assign DDS staff to expedite and do medical re-

views of homeless claimants, so as to have staff who become specialized in
providing services to people who are homeless and who have mental illness
and/or co-occurring disorders;

Provide specific direction to the DDS regarding the interpretation of current

requirements for the consideration of people with co-occurring disorders to im-

prove consistency and generate greater understanding of these requirements

across the country;

Congress:

e Re-visit the 1996 statutory change regarding substance use in the SSA dis-
ability determination process. Currently, if a person has substance use that
is deemed “material” to one’s disability, that individual is denied. Such a con-
sideration is often virtually clinically impossible in the face of ongoing sub-
stance use. Most treating physicians do not and cannot make this determina-
tion, let alone medical reviewers who are asked to create this distinction
based on an individual’s paper record. In addition, many individuals who
have these disorders use substances to address symptoms of mental illness,
e.g., auditory hallucinations, significant depression, manic symptoms, etc.
Much documentation proves the link between mental illness and substance
abuse. Yet, because of the difficulty in deciding whether a person’s substance
abuse is material to an individual’s disability, homeless people who are, in
fact, disabled are often denied. Current statutory requirements are contrary
to the evidence regarding assessment and treatment of people who have these
disorders. It would be an important step for Congress to reconsider this stat-
ute and its impact after 13 years of its implementation.

Provide funding to SSA to partner with community providers to offer the nec-
essary assistance to help individuals who are homeless and who have serious
mental illness and/or co-occurring disorders with navigating the SSA dis-
ability application process.
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e Begin to conduct a dialogue on the array of public benefits that need to be
available to assist individuals and families to exit long-term poverty, and help
these individuals address poverty that results from loss of jobs, poor edu-
cation, health difficulties that do not rise to the level of eligibility for SSA
benefits.

We thank you for the consideration of our comments.

Sincerely,

Corporation for Supportive Housing Advocacy and Training Center
——

Statement of Council of State Administrators of Vocational Rehabilitation

The Council of State Administrators of Vocational Rehabilitation is pleased to
submit this statement for the record for the November 19, 2009, House Ways and
Means Social Security Subcommittee’s hearing on the progress SSA has made in
clearing the disability backlog.

CSAVR’s members are the Administrators of 80 state agencies that provide voca-
tional rehabilitation services to persons with disabilities. For over 80 years the
State-Federal Vocational Rehabilitation program has been providing a wide range
of services to people with disabilities. The program has helped million of people with
significant disabilities return to work and live better and more productive lives.

The VR program is a cost effective program with a proven track record. In 2007
the Public VR program and its partners helped over 200,000 people with disabilities
find, return to, or retain employment. VR customers earned over $3.0 billion in
wages, paid $966 million in federal, state, & local taxes, and generated 36,000 new
jobs. In fact, on average every person VR helps find or retain employment will “pay
back” through taxes the cost of their rehabilitation services in just two to four years.

The VR program and the Social Security Administration have a long and mutu-
ally beneficial partnership helping people with disabilities on SSDI and SSI return
to work. SSA reimburses VR agencies for the cost of services VR provides to SSDI
and SSI beneficiaries after a beneficiary is at work for nine months. VR agencies
are also strong partners in SSA’s Ticket-to-Work program. The most recent data
from the Social Security Administration reveals that for every dollar SSA reim-
burses VR, SSA has saved seven dollars in benefits that it would have paid out.
This results in an annual net savings of $754 million to the Social Security (SSDI)
and Supplemental Security Income (SSI) programs.

CSAVR’s interest in this hearing and on the issue of the backlog stems from the
fact that nearly 60 percent of SSA’s state Disability Determination Service (DDS)
agencies are under the direction of state VR agencies. Our members see every day
the growing burden caused by the lack of funding and the expanding demand for
benefits caused by the current economic downturn.

CSAVR has strongly supported the Subcommittee’s efforts to boost appropriations
for clearing the disability backlog at all levels. We applaud Commissioner Astrue
and his team for their dedication to aggressively resolving this problem. This issue
is extremely important to people with disabilities.

Title IT and SSI cash benefits, along with the related Medicaid and Medicare ben-
efits, are the means of survival for millions of individuals with severe disabilities.
They rely on the Social Security Administration (SSA) to promptly and fairly adju-
dicate their applications for disability benefits. They also rely on the agency to han-
dle many other actions critical to their well-being including: timely payment of the
monthly Title II and SSI benefits to which they are entitled; accurate withholding
of Medicare Parts B and D premiums; and timely determinations on post-entitle-
ment issues that may arise (e.g., overpayments, income issues, prompt recording of
earnings).

Because the economic downtown has led to an unexpected surge of new applica-
tions, SSA finds itself at a critical crossroads. The wave of new claims is having a
very significant impact at the state Disability Determination Services (DDSs) that
will eventually affect the hearing level. At the DDS level (initial and reconsider-
ation), the number of new applications, applications waiting for a decision, and proc-
essing times are all on the rise. In fiscal year (FY) 2009, SSA received 385,000 new
claims, an increase of nearly 15% since the end of FY 2008. Even more worrisome
is the growing backlog of pending initial claims at the DDSs, i.e., those waiting for
a decision, up nearly 40% since the end of FY 2008.
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In FY 2009, the news was more positive at the hearing level. For the first time
in a decade, SSA finished FY 2009 with fewer hearing level cases waiting for a deci-
sion and hearing than at the beginning of the year. But we are deeply concerned
that any progress in eliminating the hearing level backlog will be delayed as the
surge of new applications that are denied are appealed, putting SSA’s plan to elimi-
nate the hearing level backlog by 2013 at risk.

While recent appropriations have allowed SSA to hire some new staff and to re-
duce processing times at the hearing level, these amounts will not be adequate to
fully restore the agency’s ability to carry out its mandated services. Given the many
years of under-funding and the need for more than a $600 million annual increase
just to keep up with fixed costs, additional funding is required to reduce and elimi-
nate the backlog at the DDS and hearing levels and to provide essential services
to the public. While the current situation is dire, without adequate, ongoing appro-
priations to fund SSA, the forward progress recently made by the agency will dete-
riorate, leaving people with severe disabilities to wait years to receive the benefits
to which they are entitled.

THE IMPACT ON PEOPLE WITH DISABILITIES

As the backlog in decisions on disability claims continues to grow, people with se-
vere disabilities have been bearing the brunt of the delays. Behind the numbers are
individuals with disabilities whose lives have unraveled while waiting for deci-
sions—families are torn apart; homes are lost; medical conditions deteriorate; once
stable financial security crumbles; and many individuals die.! Numerous recent
media reports across the country have documented the suffering experienced by
these individuals. Your constituent services staffs are likely to be well aware of the
situations faced by people living in your districts and provide valuable assistance
and help, where possible.

SSA’S NEED FOR ADEQUATE RESOURCES TO ADDRESS GROWING
BACKLOGS

For many years, SSA did not receive adequate funds to provide its mandated serv-
ices, a key reason for the hearings backlog. Between FY 2000 and FY 2007, the re-
sulting administrative funding shortfall was more than $4 billion. The dramatic in-
crease in the hearing level disability claims backlog coincided with this period of sig-
nificant under-funding.

Recent Congressional efforts to provide SSA with adequate funding for its admin-
istrative budget have been encouraging. In FY 2008, the tide finally changed for the
first time in a decade, when Congress appropriated $148 million over the President’s
budget. The FY 2009 SSA appropriation provided SSA with more than $700 million
over the FY 2008 appropriation.

CSAVR is extremely grateful to Congress for recognizing SSA’s need for adequate
resources and including additional funds for SSA in the American Recovery and Re-
investment Act of 2009 (ARRA). ARRA provided SSA with $500 million to handle
the unexpected surge in both retirement and disability applications due to the eco-
nomic downturn. SSA also received badly needed funds to replace its aged National
Computer Center. With the FY 2009 appropriation and the ARRA funding, SSA
planned to hire 5,000 to 6,000 new employees. This additional staff undoubtedly led
to SSA’s ability to make progress on the backlog at the hearing level.

Congress appears to be moving towards providing SSA with an FY 2010 appro-
priation approximately the same as President Obama’s request of $11.45 billion for
SSA’s Limitation on Administrative Expenses (LAE), a 10 percent increase over the
FY 2009 appropriation. While the agency is operating under a Continuing Resolu-
tion, we are optimistic that SSA’s final FY 2010 appropriation will be similar to the
$11.45 billion amount, allowing SSA to hire more staff.

1If a claimant dies while a claim is pending, the SSI rule for payment of past due benefits
is very different—and far more limited—than the Title II rule. In an SSI case, the payment will
be made in only two situations: (1) to a surviving spouse who was living with the claimant at
the time of death or within six months of the death; or (2) to the parents of a minor child, if
the child resided with the parents at the time of the child’s death or within six months of the
death. 42 U.S.C. §1383(b)(1)(A) [Section 1631(b)(1)(A) of the Act]. In Title II, the Act provides
rules for determining who may continue the claim, which includes :a surviving spouse; parents;
children; and the legal representative of the estate. 42 U.S.C. §404(d) [Section 202(d) of the Act].
Thus, if an adult SSI claimant (age 18 or older) dies before actually receiving the past due pay-
ment and if there is no surviving spouse, the claim dies with the claimant and no one is paid.
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SIGNIFICANT INCREASE IN NEW CLAIMS FILED AND GROWING DDS
BACKLOGS

Since the end of FY 2008, new disability claims filed have been climbing steadily,
up nearly 15% by the end of FY 2009. But what is more troubling is how the in-
crease grew throughout FY 2009: December 2008 Quarter: 6.92%; March 2009 Quar-
ter: 15.23%; June 2009 Quarter: 16.32%; September 2009 Quarter: 20.25%.

The most alarming trend is the increase in the number of pending claims (initial
and reconsideration levels), up 38.8% since the end of FY 2008 and climbing from
763,183 to 1,059,241. This means that, at the end of FY 2009, more than 1 million
disability applicants were waiting for a decision on their claims at the initial and
reconsideration levels. When you add the 722,822 pending cases at the hearing
level, nearly 1.75 million people with disabilities were waiting for a decision. If the
receipts continue to increase at the higher level seen in recent months, the total
number of pending initial applications in the DDSs could hit over 1,000,000 claims
by the end of FY 2010. This would be an 80% increase in pending claims at the
initial level in just one year.

What does the increase in applications and pending claims at the DDSs mean for
the hearing level? Approximately 22% of the initial claims will result in a hearing
request. This means there is a potential increase of 85,000 additional hearings from
the FY 2009 applications, a statistic that underscores the fragility of the ODAR
progress accomplished in FY 2009.

Exacerbating the problem of a significant increase in new claims is the impact on
DDSs of state budget crises. Even though DDS salaries, offices, and overhead are
fully funded by SSA, some states are imposing hiring restrictions and furloughs of
DDS workers because of budget problems. Earlier this year, Commissioner Astrue
wrote to Governors, asking them to exempt DDSs from hiring freezes and furloughs.
In September 2009, Vice-President Biden sent a letter to Gov. Edward Rendell, the
Chair of the National Governors’ Association, also urging that states exempt DDS
employees from state furloughs.

Nor are State budgets likely to see improvement in the near term. According to
the National Governors Association/National Association of State Budget Officers
(NGA/NASBO) Fall 2009 Report, Fiscal Survey of States-Preliminary Data, Novem-
ber 12, 2009, “Fiscal conditions significantly deteriorated for states during fiscal
2009, with the trend continuing through fiscal 2010 and even into 2011 and 2012.
The severe national recession drastically reduced tax revenues from every revenue
source during fiscal 2009 and revenue collections are forecasted to continue their de-
cline in fiscal 2010. As state revenue collections historically lag behind any national
economic recovery, state revenues will remain depressed throughout fiscal 2010 and
likely into fiscal years 2011 and 2012. The economic recession, which began in De-
cember 2007, has significantly affected state spending, as more than half the states
decreased their General Fund expenditures in fiscal 2009, and two-thirds of states
enacted fiscal 2010 budgets with decreased General Fund spending.

The weakening of state fiscal conditions is also reflected in the fact that states
will have faced $250 billion in budget gaps between fiscal year 2009 and fiscal year
2011. Of this $250 billion, states closed $72.7 billion in budget gaps during fiscal
2009 and $113.1 billion prior to the enactment of their fiscal 2010 budgets in order
to bring them into balance with drastically declining revenues. However, even after
solving these gaps, an additional $14.5 billion in budget gaps remains in fiscal 2010
and states face at least $21.9 billion in budget gaps for fiscal 2011. In order to help
close these gaps, 42 states cut their enacted fiscal 2009 budgets by $31.2 billion and
33 states cut their fiscal 2010 expenditures by $53.5 billion. Additionally, states en-
acted tax and fee increases of $23.8 billion along with additional increases in other
revenue measures of $7.7 billion for fiscal 2010.”

Despite this bleak fiscal picture in the states and in the face of furloughs and hir-
ing freezes, some state agencies have been successful in working around the prob-
lem of DDS furloughs by negotiating overtime and other work arrangements that
allow DDS staff to keep their caseload as current as possible. However, even these
stopgap measures will become more difficult to maintain as fiscal pressures continue
to mount within state budgets and the number of new claims increase.

WILL THE HEARING LEVEL BACKLOG BE ELIMINATED BY 2013?

The average processing time for cases at the hearing level has increased dramati-
cally since 2000, when the average time was 274 days. In FY 2009, the average
processing time for disability claims at the hearing level was 491 days, about 16.5
months. We appreciate the effort by SSA to reduce the processing time, but an aver-
age of 16.5 months—close to one and a half years—is still too long for individuals
waiting for a hearing decision. In addition, the average processing times at the ini-
tial and reconsideration levels are increasing. For individuals with disabilities who
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have no health insurance, have lost their homes, have declared bankruptcy, or who
have died, that is simply too long to wait.

The current processing times in some hearing offices are striking, and much
longer than the 491-day average at the end of FY 2009. It is important to keep in
mind that this is an “average” and that many claimants will wait longer. In Sep-
tember 2009, the average processing time at 48 hearing offices was above the 491
day national average, with 20 offices over 600 days.

Is the Hearing Backlog Improving? By the end of FY 2009, it was clear that
ODAR was making slow but steady process in key areas to address its backlog and
improve processing times, thanks to the hard work of ODAR ALJs and staff and
the additional resources available due to Congressional appropriations, including
the ARRA funding.

¢ Pending cases. For the first time in a decade, ODAR finished FY 2009 with
fewer hearings pending than in the prior year. The increased resources, in-
cluding 147 new ALJs and support staff are having a positive impact at the
hearing level. The pending number of cases dropped for nine straight months
from a record high of 768,540 in December 2008 to 722,822 in September
2009. This is the lowest pending number of ODAR cases since February 2007.
The pending number dropped by 11,377 in September 2009 alone, the biggest
drop in FY 2009. The reduction in pending cases is even more notable since
the number of requests for hearing increased in FY 2009, up to 625,003, a
5.7% increase over the 591,888 received in FY 2008.

e Processing times. The average process time in September 2009 was 472
days, the lowest monthly processing time since November 2005. The average
processing time for all of FY 2009 was 491 days, down from 514 days in FY
2008.

¢ Dispositions. The number of dispositions cleared by ALJs on a daily basis
was 2,940.47 in September. This is the highest monthly average since records
have been kept, beginning in FY 2004. The increase is concomitant with the
record number of ALJs now on duty. For the year, dispositions were up about
20%.

o Age of pending cases. The length of time cases are pending is also improv-
ing. The percentage of requests for hearing pending over one year was 31%
in September 2009. This is the lowest percent since October 2004. The aver-
age age of a pending case is 282 days. It peaked this year at 317 days in Jan-
uary 2009.

e Improvement Is Not Uniform. Despite the overall improvement in the
hearing level statistics, not every hearing office has benefited and some claim-
ants’ areas are waiting even longer than one year ago. On one hand, some
offices have experienced exceptional improvement in processing times, as
much as 4 to 5 months in just one year. In contrast, other offices continue
to experience worsening times that are several months longer than last year.

SSA’S ABILITY TO PERFORM OTHER IMPORTANT WORKLOADS

Program Integrity Workloads. The processing of CDRs and SSI redetermina-
tions is necessary to protect program integrity and avert improper payments. Fail-
ure to conduct the full complement of CDRs would have adverse consequences for
the federal budget and the deficit. According to SSA, CDRs result in $10 of program
savings and SSI redeterminations result in $7 of program savings for each §1 spent
in administrative costs for the reviews. However, the number of reviews actually
conducted is directly related to whether SSA receives the necessary funds. SSA’s
Budget Justification refers specifically to CDRs based on medical factors. It is im-
portant when SSA conducts work CDRs that it assess whether reported earnings
have been properly recorded and ensure that they properly assess whether work
constitutes substantial gainful activity (SGA).

Impact on Post-Entitlement Work. Staffing shortages also have led to SSA’s
inability to fully carry out many other critical post-entitlement workloads. One area
that has slipped, often with a very detrimental impact on people with disabilities,
is the processing of earnings reports by beneficiaries. When beneficiaries faithfully
notify SSA of earnings or other changes that may reduce their benefit payment
amounts, it may be months or years before SSA sends an overpayment notice to the
beneficiary, demanding repayment of sometimes tens of thousands of dollars of ac-
crued overpayments. It is shocking to beneficiaries to receive these notices, when
they reasonably assumed that SSA had processed the information they submitted,
and it is challenging, if not impossible, for someone subsisting on benefits alone to
repay the overpayments. Many individuals with disabilities are wary of attempting
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a return to work out of fear that this may give rise to an overpayment, resulting
in a loss of economic stability and health care coverage upon which they rely.

SSA needs to develop a better reporting and recording system and promptly ad-
just benefit payments—thus preventing these overpayments. It is important to note
that, in and of themselves, overpayments do not indicate fraud or abuse as bene-
ficiaries are encouraged to work if they are able. The problems arise when reported
earniélgs are not properly recorded and monthly overpayments are not properly ad-
justed.

RECOMMENDATIONS REGARDING SSA’S ADMINISTRATIVE FUNDING

CSAVR is optimistic that SSA will receive a final FY 2010 appropriation of
$11.451 billion for SSA’s LAE, the same amount proposed by the President. SSA
will use this funding and about $350 million from the ARRA funding to address the
growing workloads facing the agency. Based on these funding levels, during FY
2010, SSA will be spending at least $11.8 billion to address the current staffing lev-
els and associated costs necessary for the agency to function.

In FY 2011, SSA will be faced with additional costs of nearly $620 million just
to deal with inflationary costs associated with items such as salaries, benefits, rents,
and facility security. The resulting funding level, $12.42 billion will not address the
increased number of new claims, the newly created DDS backlog, and SSA’s plan
to eliminate the hearing level backlog by 2013. To address these workloads, SSA
will need additional resources. We estimate that an additional $780 million will be
necessary—at least $480 million to address the increased number of disability
claims and at least $300 million to continue making progress in reducing and elimi-
nating the hearings backlog by 2013.

To address the unprecedented increase in workloads and to prevent a severe dis-
ruption in service delivery, we recommend that a minimum of $13.2 billion be in-
cluded in the FY 2011 President’s budget request for SSA’s administrative funding.

RECOSl\éIMENDATIONS FOR IMPROVING THE DISABILITY CLAIMS PROC-
E

Money alone will not solve SSA’s crisis in meeting its responsibilities. Commis-
sioner Astrue is committed to finding new ways to work better and more efficiently.
CSAVR has numerous suggestions for improving the disability claims process for
people with disabilities. We believe that these recommendations and agency initia-
tives, which overall are not controversial and which we generally support, can go
f\ long way towards reducing, and eventually eliminating, the disability claims back-
og.

Caution Regarding the Search for Efficiencies

While we generally support the goal of achieving increased efficiency throughout
the adjudicatory process, we caution that limits must be placed on the goal of ad-
ministrative efficiency for efficiency’s sake alone. The purposes of the Social Security
and SSI programs are to provide cash benefits to those who need them and have
earned them and who meet the eligibility criteria. While there may be ways to im-
prove the decision-making process from the perspective of the adjudicators, the crit-
ical measure for assessing initiatives for achieving administrative efficiencies must
be how they affect the very claimants and beneficiaries for whom the system exists.

People who find they cannot work at a sustained and substantial level are faced
with a myriad of personal, family, and financial circumstances that will have an im-
pact on how well or efficiently they can maneuver the complex system for deter-
mining eligibility. Many claimants will not be successful in addressing all of SSA’s
requirements for proving eligibility until they reach a point where they request the
assistance of an experienced representative. Many face educational barriers and/or
significant barriers inherent in the disability itself that prevent them from under-
standing their role in the adjudicatory process and from efficiently and effectively
assisting in gathering evidence. Still others are faced with having no “medical
home” to call upon for assistance in submitting evidence, given their lack of health
insurance over the course of many years. Many are experiencing extreme hardship
from the loss of earned income, often living through the break-up of their family
and/or becoming homeless, with few resources—financial, emotional, or otherwise—
to rely upon. Still others experience all of the above limits on their abilities to par-
ticipate effectively in the process.

Proposals for increasing administrative efficiencies must bend to the realities of
claimants’ lives and accept that people face innumerable obstacles at the time they
apply for disability benefits and beyond. SSA must continue, and improve, its estab-
lished role in ensuring that a claim is fully developed before a decision is made and
must ensure that its rules reflect this administrative responsibility.
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Technological Improvements

Commissioner Astrue has made a strong commitment to improve and expand the
technology used in the disability determination process. CSAVR generally supports
these efforts to improve the disability claims process, so long as they do not infringe
on claimants’ rights. Some of the technological improvements that we believe can
help reduce the backlog include the following:

1. The electronic disability folder. The initiative to process disability
claims electronically has the prospect of significantly reducing delays caused by
the moving and handing-off of folders, allowing for immediate access by dif-
ferent components of SSA or the DDS, and preventing misfiled evidence.

2. Expanding Internet access for representatives. Under Electronic
Records Express (ERE), registered claimant representatives are able to submit
evidence electronically through an SSA secure website or to a dedicated fax
number, using a unique barcode assigned to the claim. This initiative holds
great promise, given that significant problems with the current process exist.

Under the current process, representatives are to be provided with a CD of
the exhibited or “pulled” file shortly before the hearing and earlier in the proc-
ess after the appeal has been filed but before the file is exhibited. Due to staff-
ing shortages in hearing offices, representatives have had problems obtaining
the CDs and even obtaining barcodes, which allows me to submit evidence elec-
tronically. We are optimistic that these problems will be resolved in the near
future.

3. Use of video hearings. Video hearings allow ALJs to conduct hearings
without being at the same geographical site as the claimant and representative
and have the potential to reduce processing times and increase productivity. We
support the use of video teleconference hearings so long as the right to a full
and fair hearing is adequately protected; the quality of video teleconference
hearings is assured; and the claimant retains the absolute right to have an in-
person hearing as provided under current regulations.2 However, we have re-
ceived complaints from representatives that, in some cases, ALJs are discour-
aging claimants from exercising their right to an in-person hearing. A new SSA
pilot allows representatives to participate in video hearings from their own pri-
vate offices, with their clients present in the representative’s office. The rep-
resentative must agree to the terms established by SSA. This pilot provides
claimants with another option for their hearings.

Other Improvements at the Hearing Level

1. The Senior Attorney Program. This program allows senior staff attorneys
in hearing offices to issue fully favorable decisions in cases that can be decided with-
out a hearing (i.e. “on the record”). This eliminates many months in the wait for
payment of benefits. We are pleased that Commissioner Astrue decided to authorize
the program for at least the next two years.3 In FY 2009, senior attorneys decided
more than 36,300 cases, a 50% increase over FY 2008. This means that more than
36,000 claimants were able to receive their disability benefits months sooner.

2. Findings Integrated Templates (FIT). FIT is used for ALJ decisions and in-
tegrates the ALJ’s findings of fact into the body of the decision. While the FIT does
not dictate the ultimate decision, it requires the ALJ to follow a series of templates
to support the ultimate decision. Representatives can use the FIT template, which
is available on the SSA website, to draft proposed favorable decisions. Many rep-
resentatives are now using the template either when requested by the ALJ or on
their own initiative. When the draft proposed decision is submitted to the ALJ, it
can lead to a speedier decision.

3. Increase time for hearing notice. We recommend that SSA provide advance
notice of the hearing date 75 days prior to the hearing date rather than the current
20 days. The 75-day time period has been in effect in SSA’s Region I states since
August 20064 and, based on reports from representatives, has worked well.

Improvements at the Initial Levels

CSAVR supports initiatives to improve the process at the initial levels so that the
correct decision can be made at the earliest point possible and unnecessary appeals
can be avoided. Improvements at the front end of the process can have a significant
beneficial impact on preventing the backlog and delays later in the appeals process.

220 C.F.R. §§404.936 and 416.1436.
3The program is extended through August 10, 2011. 74 Fed. Reg. 33327 (July 13, 2009).
420 C.F.R. §405.315(a).
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1. New Screening Initiatives. CSAVR supports SSA’s efforts to accelerate deci-
sions and develop new mechanisms for expedited eligibility throughout the applica-
tion and review process. We encourage the use of ongoing screening as claimants
obtain more documentation to support their applications. However, SSA must work
to ensure that there is no negative inference when a claim is not selected by the
screening tool or allowed at that initial evaluation. There are two initiatives that
hold promise:

e Quick Disability Determinations. CSAVR supports the Quick Disability
Determination (QDD) process, first begun in SSA Region I states in August
2006 and expanded nationwide by Commissioner Astrue in September 2007.5
The QDD process has the potential of providing a prompt disability decision
to those claimants who are the most severely disabled. Since its inception, the
vast majority of QDD cases have been decided favorably in less than 20 days,
and sometimes in just a few days.

e Compassionate Allowances. This initiative allows SSA to create “an exten-
sive list of impairments that we [SSA] can allow quickly with minimal objec-
tive medical evidence that is based on clinical signs or laboratory findings or
a combination of both . . ..” SSA has published an initial list of 50 conditions
on its website, with more to be added at a later date. Unlike the QDD screen-
ing, which occurs only when an application is filed, screening for compas-
sionate allowances can occur at any level of the administrative appeals proc-
ess. SSA has held recent Compassionate Allowance outreach hearings with
expert panels to consider early onset Alzheimer’s disease and schizophrenia.

2. Improve development of evidence earlier in the process. Claimants’ rep-
resentatives are often able to provide evidence that we believe could have been ob-
tained by the DDSs earlier in the process. Our recommendations include:

¢ Provide more assistance to claimants at the application level. At the
beginning of the process, SSA should explain to the claimant what evidence
is important and necessary. SSA should also provide applicants with more
help completing the application, particularly in light of electronic filings, so
that all impairments and sources of information are identified, including non-
physician and other professional sources.

e DDSs need to obtain necessary and relevant evidence. Representatives
often are able to obtain better medical information because they use letters
and forms that ask questions relevant to the disability determination process.
However, DDS forms usually ask for general medical information (diagnoses,
findings, etc.) without tailoring questions to the Social Security disability
standard. One way to address this would be for SSA to encourage DDSs to
send Medical Source Statement forms to treating and examining doctors.
These simple forms translate complex, detailed medical source opinions into
practical functional terms useful to the vocational professionals at DDSs and
hearing offices.

e Increase reimbursement rates for providers. To improve provider re-
sponse to requests for records, appropriate reimbursement rates for medical
records and reports need to be established. Appropriate rates should also be
paid for consultative examinations and for medical experts.

e Provide better explanations to medical providers. SSA and DDSs
should provide better explanations to all providers, in particular to physician
and non-physician treating sources, about the disability standard and ask for
evidence relevant to the standard.

¢ Provide more training and guidance to adjudicators. Many reversals at
the appeals levels are due to earlier erroneous application of existing SSA pol-
icy. Additional training should be provided on important evaluation rules
such as: weighing medical evidence, including treating source opinions; the
role of non-physician evidence; the evaluation of mental impairments, pain,
and other subjective symptoms; the evaluation of childhood disability; and the
use of the Social Security Rulings.

e Improve the quality of consultative examinations. Steps should be
taken to improve the quality of the consultative examination (CE) process.
There are far too many reports of inappropriate referrals, short perfunctory
examinations, and examinations conducted in languages other than the appli-
cant’s.

520 C.F.R. §§404.1619 and 416.1019.
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ADDITIONAL RECOMMENDATIONS

In addition to addressing the backlog and SSA’s funding issues, there are several
other legislative proposals that the Subcommittee may be considering this year.

¢ Protecting claimants’ privacy rights. We understand that it can be cum-
bersome for SSA to obtain medical records, as it is for claimants and their
representatives, and that SSA is exploring more efficient ways to secure the
necessary evidence. While we support ways to make this process more effi-
cient, we believe that claimants’ privacy rights must be protected. We will
work with SSA to find a way to obtain, as efficiently as possible, a claimant’s
authorization for release of medical records to SSA, while protecting the indi-
vidual’s privacy rights.

¢ Extension of the fee demonstrations in the SSPA. Access to experienced
and qualified representatives through the lengthy and complex application
process is critically important to claimants. To this end, we support allowing
claimants to enter into voluntary agreements with representatives for fee
withholding and direct payment procedures whether under Title II or Title
XVI. The Social Security Protection Act of 2004 established two demonstra-
tion projects that should be made permanent because they have proven to be
effective in increasing claimants’ access to effective representation: (1) Exten-
sion of the Title II attorney fee withholding and direct payment procedures
to SSI claims; and (2) Allowing nonattorney representatives to qualify for fee
withholding and direct payment, provided they meet certain requirements.
Unless they are extended or made permanent, the demonstrations will sunset
March 1, 2010.

¢ Increase and indexing of the fee cap. Rep. John Lewis has introduced H.
R. 1093, which contains two provisions regarding the current $5,300 fee
agreement fee cap: (1) Increase the current fee cap to $6,264.50 (which rep-
resents the figure if it had been adjusted for inflation since the last increase
in 2002); and (2) Index the fee cap for future years to the annual COLA. We
support these changes since they ensure that there will be a knowledgeable,
experienced pool of representatives available to represent claimants.

e Work incentives. The Ticket to Work and Work Incentives Improvement Act
was enacted nearly ten years ago and is overdue for evaluation of its effec-
tiveness in employment of those receiving Title II and SSI disability benefits.
We urge renewal and permanent extension of expired/expiring provisions in-
cluding (1) SSA’s Title II demonstration authority to test promising ap-
proaches for work incentives and related provisions; (2) Demonstration to
Maintain Independence, set to expire this year, to provide Medicaid buy-in
coverage to working individuals whose conditions or disabilities are not yet
severe enough to qualify them for disability benefits; (3) Protection and Advo-
cacy for Beneficiaries of Social Security to protect the rights of beneficiaries
as they attempt to return to work; and (4) Work Incentives Planning Assist-
ance, which provides state grants for outreach and education to individuals
with disabilities about supports and services regarding employment. However,
it is critical that future efforts be devoted to permanently extending and
strengthening these important return to work supports.

——
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THE REQUIREMENT TO IMPLEMENT THE PUBLIC OPTION:

New Network and New Organization as an administrator,
negotiator and consultant

The introduction of the public option where public sector could compete with pri-
vate sector for selling health care insurances at the same market will need the well-
structured network system as a major variable. The current situation in the United
States is the worst health care system operated by the principle of market competi-
tion admitted as ideal type in everywhere. In other words, the optional insurance
purchasing depending on one’s own ability eventually causes the asymmetric struc-
tures of health care system and the national problems beyond the expected effi-
ciency of market competition. At this point, the public option could be a watershed
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for health insurance reform, only if the health care network system execute ade-
quately and fairly across each sector among public, private, and non-for-profit orga-
nizations. To implement the public option, there are several requirements the nation
might need. Therefore, I am going to state about the current health care system in
the United States and the ideal configuration of the network system with a new or-
ganization where the public option might be implemented.

HEALTH CARE SYSTEM

Part 1. Government

Federal Government and state governments are involved in health care plan
through either way, even though the government cannot cover all population in the
United States. On the one hand, “Medicare” is regarded as a federal program with
no insurance companies under Federal Government, which covers most persons aged
65 or elder, certain people on Social Security disability, and which is composed of
a hospital insurance plan and a supplementary medical insurance plan. However,
it is not limited by individual demand, but a single-payer system as an entitlement
program. Firstly, Medicare hospital insurance (called Part A) assists patients in cov-
ering cost in-hospital, post-hospital nursing home care, and home care, and it is sub-
sidized by Social Security payroll taxes. Secondly, Medicare medical insurance
(called Part B) supplements welfare providing diagnostic laboratory costs, physical
therapy, and surgeon service; moreover, it is associated with the hospital insurance
plan. Thirdly, Medicare prescription drug coverage (called Part D) supports the costs
of prescription medications in a bit.

On the other hand, “Medicaid” is also a federal program, but it is administered
by state government with different rules, which is for low-income and vulnerable
people with children, under age 65, as well as over who already tired out their Medi-
care benefits. This Medicaid program provides fundamental medical services—e.g.
hospital, nursing facility and home health care, and physical remedy Medicare does
not cover, as well as family planning, preventive care, outpatient prescription drug,
and eyeglasses. For instance, each state has a protection and advocacy agency fund-
ed from the Federal Center for Mental Health Services. The agencies have to pro-
vide the protections for mental illness people and conduct the investigations in order
to care for them.

The Medicare and Medicaid program are supported by Federal Government and
state governments providing premiums, deductibles and share of costs. In addition,
their finance is appropriated by general tax structure. While Federal Government
is responsible of the general provision of health care plans, state governments sup-
port more specific services that are not covered by Federal Government.

Part 2. Non-for-profit

As contracting out or privatization, the entire organization in non-for-profit sector
is associated with linkage partners either directly or indirectly. As third-sector close-
ly interrelated with governments or private sector, non-for-profit organizations play
a major role to provide health care services, to allocate health plans through net-
works, and to provide multiple services that are fairly different among the organiza-
tions. Their funds are derived from federal, state, and county governments and they
also reinvest their earnings in to their infrastructure. In other words, their pure
premium is supposed to invest on actual health care services, not administrative
costs. Through federal regulations, managerial responsibility and administration are
transferred from the governments to non-for-profit organizations in order to improve
health care services. For instance, the Health Care Financing Administration
(HCFA) as the one of the state agencies in Kansas State rendered the administra-
tive responsibility, case management, to nonprofit Area Agencies on Aging. Non-for-
profit aims at reduce state payroll expenses and shrink the size of the state Med-
icaid bureaucracy. In addition, it is required to change clientele type, the volume
of cases, and the urgency of care for those clients (Barbara S. Romzek and Jocelyn
M. Johnston, 1999, p. 112)

Non-for-profit organizations usually subcontracted with federal program under the
governments to provide upgraded services, trustworthy services, and lower-price
services unlike Medicaid program; on the other side, they in practice provide more
beneficial services and build safer health care network than for-profit agencies do.

Part 3. For-profit

Health care in for-profit sector is usually operated by one or two monopolistic
mechanism rather than competitive mechanism. Almost private companies such as
insurance agencies, private hospital, medical laboratory, pharmacy and so forth in-
tend to focus on their benefit and profit of them in that they are designed with a
variety of ways and for distinctive purposes. However, some quality of health plans
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by for-profit organizations tends to against high costs, which is far from ideal mar-
ket in terms of laissez-faire. Moreover, their policy inclined to vary depending on
customers (divided into age, sex, and health status). According to Organizing the
Health Insurance Market (1992), Peter Diamond indicates common pattern of health
insurance companies. One is a variety of insurance premiums for people in different
categories, with a wide range of premiums. Second is the underwriting, which is the
technical term for screening applicants in order to determine risk class and accept-
ability, including the possibility of refusing to sell to individuals because they are
not viewed as profitable given the risk classification and rates used. Third, in some
state, there is a government organized residual pool, without underwriting so that
everyone in that state can buy some coverage. These phenomena lead uninsured
people and unfair tradeoff.

Health plans through for-profit sector can be selected by certain customers who
do not choose the public sector or non-for-profit sector, and then they usually expect
the different policy and the more qualified services compared to prices. Therefore,
for-profit sector can be operating through premium and marginal benefit, especially
market incentives relied on their profit.

THE GOAL OF THE PUBLIC OPTION

The public option mentioned below is based on President Barack Obama’s Health
Care Speech to Congress on September 12, 2009.

The public option as per choice and competition will provide more realistic secu-
rity and stability to those who have health insurance and to those who do not have
yet. The public option will reduce the growth of health care costs for the families,
businesses, and governments and then it gives responsibility to the government and
insurance companies, as well as employers and individuals, which is related to mul-
tiple-payer environment.

First, nothing in this plan will require changing the coverage, if one already has
health insurance through job, Medicare, Medicaid, or individual acquisition. Rather,
this plan will make better health care condition; for example, insurance companies
cannot drop the coverage any more whatsoever having severe illness. It means there
will be no more arbitrary cap of coverage. Besides, insurance companies will have
to serve preventive care and routine checkups. All in all this plan will lead saving
money and lives in terms of more security and stability.

Second, this plan will guarantee affordable and qualified insurance to everyone,
if one has not health insurance, if lose one’s job or change, or if have small business.
For this plan, a new insurance exchange will be established for individuals and
small businesses to purchase health insurance at competitive prices. In case of dis-
ability to afford the low-priced insurance, tax credits based on one’s need will be
provided. Therefore, insurance companies will be in the participation of the new in-
surance exchange having an incentive that can recruit millions of new customers.
Based on second plan, improvement of health care system can work only if everyone
has health insurance either way.

In sum, three outlines are followed: (1) consumer protections with insurance,
(2) an exchange where purchasing affordable coverage by individuals and small
businesses, and (3) an obligation for affordable people to buy insurance.

TODAY’S PROBLEM

Those who live in threatened bankruptcy are extraordinary hardships to have
health insurance. They are not welfare people, but middle-class Americans. Most of
them cannot afford high costs that are three times if one is self-employed rather
than employer. Or, in spite of the fact that there are persons who are able or willing
to pay, they are often denied to purchase insurance because of high risky to cover.
While some purchase health insurance from public or non-for-profit sector, others
obtain from private sector. However, it leads a number of problems such as low
quality services, insufficient services, high price insurance, and so forth.

As a rising costs problem in the United States, insurance premium is almost three
times than wages. The reason is that small businesses require for their employees
to pay high premium or give up the entire coverage. Moreover, hidden tax due in
part to uninsured people causes the rising costs in emergency room or charitable
care.

These health care systems of nowadays mentioned above give disabilities depriva-
tion and taxpayers tremendous burden. These problems cause greater costs to Medi-
cate and Medicaid programs in terms of the red operation due in part to increased
needs. Furthermore, there exist contradictory opinions. On the left, they argue that
a single-payer system that acutely separates the private insurance market and the
government provision to the whole like Canada’s is the solution. On the right, they
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insist that the employer-based system should be quit and then individuals should
buy health insurance by themselves.

IDEAL NETWORK AMONG PUBLIC, PRIVATE, AND NON-FOR-PROFIT
SECTOR

For the public option, the new network is required to combine public, private, and
non-for-profit sector with a new organization. This is because the size of health care
system will be enlarged more than ever. The public option will be based on cus-
tomers’ choice and agencies’ competition at the market. Public sector for the whole
customer, private sector for qualified service, and non-for-profit sector for fairer
trade should be established under the new network. Besides, goal consensus, effi-
cient service delivery, and professional association through the adaptable policy are
needed to implement the public option.

First of all, the public option is to guarantee beneficiaries to keep security and
stability. This goal can affect all sectors and then the organizations in public, pri-
vate, and non-for-profit sector have to remind of it, not focus more on their lucrative
results or marginal costs. While the governments are to merely provide subsidies
from general taxation into Medicare and Medicaid programs and to contract with
non-for-profit organization, companies in private are to only seek profits regardless
of social equity so far. The result could lead serious national problems like the gap
between wealth and poverty. When all of the organizations reach the same con-
sensus, the goal of the public option will be enhanced. The policy among all sectors
needs to include the definition of the goal, even though they compete with each
other at the same market.

Second, the network of public, private, and non-for-profit sector is required inter-
relating for efficient service delivery, not merely delivery focused on health care ex-
penditure. This is because public sector will hire partial employees from private sec-
tor in order to implement the public option. On the public side, the governments
do not provide direct service, but support the overall programs; non-for-profit orga-
nizations contracted with the government intend to provide specific service than the
governments. On the other side, private agencies can supply the best service to only
limited customers who pay high costs or are healthier with no serious problems. At
this point, incentive depending on each sector’s characteristic will be a versatile so-
lution in the new network. As a technical assistance incentive—e.g. intensive-service
unit, concerted programs or education and advice-monitoring, non-for-profit organi-
zations can supply the improved service to customers who prefer the non-for-profit
sector to others. As a participatory incentive in the new insurance exchange, private
organizations can attract new customers in terms of their capacity, and public orga-
nizations also can be motivated in competition with private organizations. These in-
centives will affect to policymaker among the organizations.

Finally, professional association related to all sectors will make the network as
the whole. It means that through the new network, professional association can
share the value of providers and the intention toward buyers, which will be able
to build stronger relationship among them. It leads the similar tasks or reproduc-
tions in the new network as institutional isomorphism or internal structural simi-
larities. Furthermore, they can negotiate to implement the public option with a kind
of guidelines from professional association and then understand the reason of the
implementation of the public option. As a result, professional association will be able
to avoid disparity of the health care system

FOR THE PUBLIC OPTION, THE NEW ORGANIZATION AS AN ADMINIS-
TRATIOR, NEGOTIATOR, AND CONSULTANT

The new organization will aim to cover full-scale, which limits exclusion of cus-
tomers who cannot afford or already have health problems, which stimulates low
quality services to improve and which controls exorbitant prices at health insurance,
hospital, doctor, and etc. The new organization with new national programs is to
execute health care reform, cover young adults, protect retiree health benefits, and
generate a new federal grant for implementation of the public option.

At health insurance exchange derived from health care reform, the new insurance
market will be open to individuals and employers to purchase health insurance by
their choice from the competition among public, private non-for-profit sector, even
new health insurance cooperatives (co-ops). The new organization for the imple-
menting public option will have to keep an eye on the health insurance exchange
whether to be transparent or equitable to every participant. If necessary, the nego-
tiation related to the prices would be required within all sectors. It does not mean
of price-fixing or the formation of Cartel. All of agencies in public and private, even
non-for-profit sector will appear their own policy to new customers. Moreover, these
operations will be self-supporting by their profit and premium like present-day in-
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surance agencies. In health care system, the methods of funding originate in direct
payments, general tax payments and subsidies or donations. This is where the new
organization will control the policy including the range of customers and the prices
of health insurance in order to implement the public option appropriately.

In addition, the new organization will be able to put pressure on the new network
of public, private, and non-for-profit sector in order to make them to have their re-
sponsibility, as well as every individual and every employer having either small or
big business. Again, public sector will have all-inclusive responsibility to implement
the public option by encouraging high quality including the improvement of Medi-
care and Medicaid programs. Especially, state governments can decide on opt-in or
opt-out system.! Either way, they cannot avoid their accountability to provide health
services and products. Private sector will conduct more fairly under the public op-
tion. Because for-profit agencies will have to compete with public sector, their mo-
nopoly will turn into reasonable trade market.

What is more important thing is the new organization will blur the service bound-
ary of public, private and non-for-profit sector if various health programs are gave
the sector, respectively. This organization will be toward better health care system.
It means that the same direction to new health care system can bring a successful
result of supply-driven services away from obviously separated sectors, as if the one
organization encourages providing qualified health service and as if the clearly sepa-
rated sectors are the divided divisions within the one organization. It also means
that the new organization will not impose the same rules and ways to deliver health
services, but induce the same enthusiasm for better health care system in terms of
the public option. On the other side, each individual or employer will purchase the
health insurance through the new network. They will also need some advice to fig-
ure out which will be suitable to their own conditions. This is where the new organi-
zation will be applied as a consultant, which means the new organization should
not merely determine the certain health insurance to the certain customer, but sup-
port to decide the proper health insurance with much information.

Finally, in the new network with the new organization, insurance purchasing will
be operated by customized health care in that all sectors are interrelated under the
new organization as well as every individual and employer receive the guidelines
or suggestions from the new organization. This new network will be within the mar-
ket where public, private and non-for-profit sector will compete together, which
leads the insurance industry.
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Figure 1. The ideal network with the new organization: the new organization in
the new network can control overall sectors to successfully implement the public op-
tion. As the provider, public, private and non-for-profit sector will serve various
health programs and health insurance at the same market; as the buyer, each indi-

iWhile opt-in system is that state governments can produce a public plan or vice-versa, opt-
out system the state governments have to set up a public option, however, they can stop pro-
viding the public plan.
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vidual and self-employed will be able to purchase health insurance depending on
their ability and give health care programs at the market.

CONCLUSION

To rebuild health care system, trust from customers and conscience among each
organization as organization-to-organization perspective are important. The public
health care option announced by the president Barack Obama would deserve every-
one in the United States. All of the programs related to health care are performed
by the Federal Government and state government, for-profit organizations, and non-
for-profit organizations respectively. As a result, it brings national problems and
gives the realization to improve overall health care system. For successful imple-
mentation of the public option, the new organization that is not involved in public,
private, or non-for-profit sector, but one of the administrators, negotiators and con-
sultants could be required. If the ideal model I mentioned the new network with
the new organization is possible, I would expect that every customer in the United
States will have their own health insurance without any fear of contemporary
health care system, as the nation tends to encourage the public option in spite of
critical opposition that it is merely extended Medicare plan, and that if any policies
implemented at national level should be accepted, it would acknowledge the big gov-
ernment leads the increased tax revenues and thereby it would restrict individual
decision whether to purchase health insurance or not.

To sum up, it is necessary to concern about the new network or the new organiza-
tion to alternate the original system. The entire network system can be changed by
the radical purpose or the social demands. Therefore, well-constructed network sys-
tem can improve the overall efficiency, quality and acceptability.
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1. INTRODUCTION

The healthcare system reform in the U.S. has been a hot topic from beginning of
the 2008 presidential election campaign. The president Barrack Obama has prom-
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ised to passed comprehensive health reform in order to control rising health care
costs, guarantee choice of doctor, and assure high-quality, affordable health care for
all Americans (The White House, retrieved on 11/25/2009 from http:/
www.whitehouse.gov/issues/health-care).

In this paper, I will try to design a healthcare system network in which the public
organizations will actively participate in both policy regulation level and provision
level in the healthcare industry and running by a public, private, and not for profit
organizations collaboration.

2. THE CONCEPTUAL FRAMEWORK

a. The necessity of public-private-NPO partnership

They are well known facts that, about 16% of the entire population has no health
insurance in the U.S. (retrieved on 11/25/2009 from http:/www.gallup.com/
poll/121820/one-six-adults-without-health-insurance.aspx) and healthcare is
more expensive than many industrialized country. The reform should also aim to
reduce the general level of price in health industry. Unavailability of the healthcare
or accessing to the healthcare with unreasonable prices has some disadvantages for
not only for individuals but also for the entire society.

Public option is a type of service provision of not only healthcare, but also other
public services, such as education, national security, etc. Public service production
and/or provision is generally done by a collaboration of the governmental, for profit,
and not profit organizations. Of course, like any goods and service, in healthcare
issue, whole service can be served or ant necessary goods, such as medicine, drug,
prosthesis, etc. can be provided by the government by health professionals who are
working for government in the health institutions owned by the government. In this
kind of provision option, “public option” would be regarded just as an “ideal type”
or a “pure type”. Max Weber suggest “an ideal type is formed by the one sided ac-
centuation of one or more points of view” according to which “concrete individual
phenomena . . . are arranged into a unified analytical construct”; in its purely fic-
tional nature, it is a methodological “utopia [that] cannot be found empirically any-
where in reality.” (Stanford Encyclopedia of Philosophy, Aug 24, 2007, re-
trieved on 11/25/2009 from http:/plato.stanford.edu/entries/weber/#IdeTyp).

Even in the national security which has been regarded as the “pure public serv-
ice,” the ideal type does not exist. More or less private or nongovernmental stake-
holders involve in the service provision process. No matter what kind of system will
be implemented after the healthcare reform bill passed, not only the uninsured who
will utilize the projected the system, but also under the insured individuals will be
affected the healthcare reform. Therefore, all of the stakeholders, including private
insurance companies, private health institutions, pharmaceutical industry, and med-
ical industry will be affected positively or negatively. It is not an unexpected that
such interest groups will make effort to influence policy making process to maximize
their interest.

According to Bozeman’s dimensional model, few complex organizations are purely
public or purely private. Instead, some mix of public and private authority influ-
ences the behavior o f most organizations. If publicness is independent o f the for-
mal legal status o f the organization, it is convenient t o think that some govern-
ment organizations are “more public” than others, that some business organizations
are “more private” than others, and that it is possible for specific business organiza-
tions to be “more public “in some respects than specific government organization.
Chaordic system thinking view emphasizes that systems flow or change naturally
and perceives work organizations as complex adaptive systems. They also suggest
that Chaordic system thinking perceives the member of an organization (a unit of
the healthcare system) as operating in both horizontal (e.g. cross departmental) and
vertical (e.g. cross-hierarchical) heterarchical system aggregates in which more com-
plex structures and mental models may develop (Bozeman & Bretschneider,
1994).

According to William F. West, bureaucratic structures are means of political con-
trol and political actors choose administrative institutions that will perpetuate their
interests in the future. He also quotes from Terry Moe (1989 and 1990) has de-
scribed the relationship between interest groups and bureaucratic structure in a
more systematic way than traditional pluralist theory provides. Whereas members
of the general public (and even well-informed voters) know little about the implica-
tions of administrative procedures and organizational arrangements, groups are
highly attentive to issues of program design: Interest groups take an active part in
the politics of structural choice, and politicians have strong incentives to be sen-
sitive to their interests and demands (West, 1997).
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b. The necessity of intergovernmental labor division

If we consider the facts that the U.S. is one of the most populous and wealthiest
nations in the world in terms of GDP and GDP per capita, and private healthcare
and health insurance system have been dominated by the private entities/insurers
throughout its history, the proposed healthcare design should include the private
(nongovernmental) parties, more or less. Besides that the United States has a Fed-
eral Governmental system and it has been strong local government tradition.

Amendment 10of the U.S. Constitution Ratified on 12/15/1791 states that “The
powers not delegated to the United States by the Constitution, nor prohibited by it
to the States, are reserved to the States respectively, or to the people.” (Retrieved
on 11/25/2009 from http://www.house.gov/house/Constitution/Amend.html).
The layers of government: in the U.S. three layers of government with sovereignty
of their own (not a single government) provide public services, levy taxes, and bor-
row money. Indeed, there are more than 86,000 governments in the U.S., counting
federal, state, and local entities (Frederickson, 1997). Additionally, private and
nonprofit stakeholders the proposed healthcare system will be a complex organiza-
tional network. The proposed healthcare systems in which the government involved
has been illustrated as below in order to show how it will be complex by a Repub-
lican Congressman, Kevin Brady, 8th District of Texas. (Retrieved on 11/25/2009
from http:/www.house.gov/apps/list/press/tx08 brady/71509 hc chart.html).

Any complex organization is made up of a number of subsystems [governmental
layers], which in turn consist of sub-subsystems [departmental sections of the gov-
ernments]. The smallest system level of any organization may be defined as the role
performed by each contributing member, with the system parts consisting of those
aspects of his personality required for role performance. These role-based sub-sys-
tems should not be confused with organizational subdivisions, such as hospitals, in-
surers, physicians, or individuals (Lyden, 1975).

c. The necessity of governance and networking

[Public service] [plrovision means government intervention to ensure availability
or, generally, to finance the service; it does not require production by the govern-
ment.” (Mikesell, 2007). Where traditional public administration emphasizes the
internal dynamics of public agencies, the newer forms of action often involve elabo-
rate partnership arrangements with nongovernmental actors (Salamon, 1989).
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Frederickson defines the governance as a wide range of types of organizations and
institutions that are linked together and engaged in public activities and the pat-
terns of interaction of multiple-organizational systems or network (Frederickson,
1997). Newer tools [in public administration] share a significant common feature:
they are highly indirect they rely heavily on wide assortment “third parties”— . . .
private hospitals . . ., to deliver publicly financed services and pursue publicly au-
thorized purposes. The upshot is an elaborate system of third-party government in
which crucial elements of public authority are shared with a host of non-govern-
mental or other governmental actors. . . . In a sense, the “public administration
problem” has leaped beyond the borders of the public agency and now embraces a
wide assortment of “third parties” that are intimately involved in the implementa-
tion, and often the management, of the public’s business. . . . many countries in
western Europe have non-profit sectors quite a bit larger than that in the U.S,, fi-
nanced largely through grants and contracts from the state. In shifting the focus
in public problem solving from agencies and programs to generic tools, the new gov-
ernance also shifts the attention from hierarchic agencies to organizational net-
works. The defining characteristics of many of the most widely used, and most rap-
idly expanding, tools is their indirect character, their establishment of interdepend-
encies between public agencies and a host of third-party actors. As a result, govern-
ment gains important allies, but loses the ability to exert complete control over the
operation of its own programs, instead of sharp division between the public and pri-
vate spheres, [the new government tools] blend the two together (Salamon, 2002).
In public private partnerships, contracts replace hierarchy. Instead of chain of au-
thority from policy to product, there is a negotiated document that separates policy-
maker from policy output. (Donald F. Kettl, p 21).

In most industries, routines, programs, goals, public accounts, and structures are
subject to both competitive and institutional isomorphic pressures. Such pressures
presumably dampen such behavioral consequences of legal form as might otherwise
exist. Competition among for profit and nonprofit healthcare providers, for example,
is said to make the latter more socially responsible and the former more efficient
than they would otherwise be. Hollingsworth & Hollingsworth report declining dif-
ferences on a range of structural and performance variables of nonprofit, for profit,
and public hospitals between 1935 and 1979. Thus form-related differences might
emerge more strongly in comparisons among industries with differing compositions
in one society, or between the same industries in different places (DiMaggio &
Anheiner, 1990). Kessler & McClellan suggest that areas with a presence offer-
profit hospitals have approximately 2.4% lower levels of hospital expenditures, but
virtually the same patient health outcomes. They conclude that for-profit hospitals
have important spillover benefits for medical productivity. (Kessler & McClellan,
2002).

La Porte suggests that modern organizational life is characterized increasingly by
a growing number of intra-, inter-, and trans-organizational relationships. These
phenomena are signaled by terms for (i) structure, such as complex systems, coali-
tions, various forms of federalism, for example, marble cake federalism, communica-
tion nets, and allusion to the computer/electric circuitry metaphor, (i.e., as net-
works); (ii) characteristics of component relationships, such as inter-dependence,
tight (or loose) coupling, multiple horizontal or vertical relationships between ele-
ments/members of a network; and (iii) dynamics or process, such as bargaining, ac-
tion, or information flows, and resource exchanges between net members. He adds
that the metaphor of networks advances the descriptive discussion at least one use-
ful step toward more specificity in characterizing the webs, interconnected systems,
and interdependencies of modern public organization. He continues that the net-
work metaphor connotes relationships, between net members, that are cooperative,
and to a significant degree self-reenforcing. The networks are likely to be large,
spread over wide geographies. Salient descriptive characteristics would include (i)
the scale and general structure of the net, (ii) the properties of its ties or
connectivity, (iii) the patterns of exchanges among net members, and (iv) the prob-
lem more salient in public networks than in private, economic one (La Porte,
1996).

Lee, Alexander, and Bazzoli suggest that health institutions which are affiliated
with health systems and more diversified systems or networks (legally integrated
or connected with a loosely and voluntarily network) tended to be more responsive
to the communal needs compared to freestanding communal hospitals (Lee, Alex-
ander, and Bazzoli, 2003). It can be argued that scale economics and high level
of diversity in a network enhance the skills and resource for the health institutions.
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d. Necessity of a self adaptive system

Kira and Eijnatten suggest that, in order to promote work-organizational sustain-
ability, they consider organizations as chaordic open systems and propose to extend
the foundations of socio technical system (purposefully designed and controlled to
generate services or products) from operational ST to chaordic ST chaordic system
thinking. At the work-organizational level, sustainability means an ability to find
ways to deal with challenges and capability to create new opportunities for a pro-
ductive existence (Kira & Eijnatten, 2008).

3. NETWORK DESIGN PROPOSAL

I propose a public health insurance model that both governmental, for profit and
non for profit organizations are acting their roles within a harmony to sustain the
healthcare system which has been one the most complex industries in the U.S.

The health insurance system is an inseparable part of the healthcare system in
the U.S. In my model. every citizen, including legal residents must have at least
one full coverage health insurance policy (primary policy). In addition to the existing
private insurance companies, the Federal Government will create a publicly-owned
insurance company which will be the last resort for obtaining a health insurance
and the first source for the public employees. Individuals may purchase the policy
either from private insurers or governmental health insurance company individ-
ually. Employers must purchase health insurance policy for their employees from
either from private insurers or governmental health insurance policy. In this case,
the half-cost of the primary policy will be charged to the employee. Employee’s part
will be retained/checked off from the employees’ salaries and transferred to the in-
surer on behalf of the employee. Primary insurance policy will cover the employee’s
spouse—if the spouse is not working-, children under 18 years old. For each extra
family member, the employee’s part will increase slightly. Public employers will pur-
chase the health insurance policy from the governmental health insurance company.
Self employers will be subject to the rules which are applied to the employees. The
employers cannot hire a part time employee who has no health insurance. Partial
amount of the policy will be paid to the employee. Governmental insurance will
cover all of the medical expenses including, medicine, eye care, dental plan. Aes-
thetics procedures will be out the policy unless there is medical necessity and will
be paid by the patients. Governmental insurance policy will be purchased by the
government for unemployed people or people who has no income or fortune. Federal
Government will create a fund in order to subsidize the governmental health insur-
ance company. By subsidization of the governmental health insurance for destitute
individuals, the government will apply redistributive policy by transferring fiscal re-
sources from one class or group to another (Lowi, 1972).

The governmental health insurance company will collect its premium revenues
just like the tax revenues and nonpayment of the governmental health insurance
premiums will be evaluated like tax offense.

None of the medical service or treatment will be provided free or co-pay free by
the government. If the patients has no salary to pay for the co-pay, this amounts
will be met by the government. Even in this case, the patients will pay a “symbolic
price, i.e. $1” for each service as co-pay. The government will pay the insurance ex-
penses instead of the medical expenses to the medical institutions.

The healthcare service will be a federal issue. But the Federal Government will
not be the healthcare service provider. It will be responsible for supervising the gov-
ernmental health insurance company, organizing and supervising the healthcare
system. The Federal Government will set the tariffs as price cap for each medical
examination and medical supplies which will be applied by the governmental health
insurance company to make payment to the health institutions. While this tariff will
not be binding for private health insurance companies, private hospitals, and drug
companies, it will be used in order to prevent the application exorbitant price policy
for private entities. In other words, the government will not set the price of the
services or medical materials, but it will limit to the governmental health insurance
company for the payment of each payment. By doing this the government will apply
a regulative policy to set standards in terms of price (Lowi, 1972). All of the stake-
holders, such as representatives of consumers’ organizations, pharmaceutical indus-
try, private hospitals, and insurance companies, will participate in the regulatory
process in accordance with the governance.

The laws, rules, and regulations flexible as much as possible in order to cerate
a well adaptive system to meet the requirement of new unpredictable circumstances.

The public health institutions will be classified as three or four categories. “The
first category health institutions” will take care of the basic health problems for in-
stance tonsillitis etc. The second one will take care of more complex health problems
that are not solved in the first step. Finally, at the third step, complex problems
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that are not solved health problems will be taken care of. Except for military insti-
tutions, the first and second category public health institutions will be transferred
to the local governments, and the third category health institutions will be under
the responsibility of the states. These facilities will be funded by the governmental
health insurance company. If these institutions accept patients who hold private in-
surance policy, the co-pay’s will be transferred by the institution and the private in-
surers’ part will be transferred to the governmental insurance company by the pri-
vate insurers.

Healthcare system providers will consist of governmental, private, and nonprofit
organizations. Private health insurance holders will keep going to the private insti-
tutions. The governmental health insurance holders will have three options:

1-They will have option to go to the public health institutions by paying reason-
able co-pay.

2-They will have option to go to the nonprofit health institutions by paying co-
pay, if the institution applies.

3-They will have option to go to the private health institutions by paying co-
pay. But in this case co-pay will not be fewer than the amount that public
institutions apply. Private health institutions will must charge and collect the
co-pay from the patients who hold the public health insurance policy.

The existing programs Medicare, Medicaid, the Children’s Health Insurance Pro-
gram and the Veterans Health Administration will be merged in the governmental
health insurance program. Wealthy senior citizen will have to purchase their own
health insurance. (Richard Epstein, retrieved on 11/25/2009 from http:/
healthaffairs.org/blog/2008/03/13/health-care-disparities-deregulation-first-
redistribution-last/).

Every individual will have a medical record which is kept in a federal institution
and every transaction will be recorded within the account. (Medical record privacy
misuse will be a federal offense to protect privacy.) Every insurer, including the gov-
ernmental company will notify each member’s personal information, especially
whether or not he or she has a valid policy. Frictional uninsured interims will be
covered by the governmental health insurance company.

The government (federal, state, and local) or governmental health insurance com-
pany will not produce or sell drugs or medical supplies. They will pay the govern-
mental insurance policy holders medical expenses to the private providers such as
private hospitals, pharmacies, medical supplies sellers, etc. Public health insurer,
having a huge negotiation power, may obtain the medication form the drug compa-
nies from cheaper prices.

In case of epidemic or pandemic, which is declared by the Federal Governmental
nationwide or in partial in the country, urgent and/or compulsory health expenses
for every citizen will be paid by the governmental health insurance company regard-
less of valid policy.
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4. CONCLUSION

As a conclusion, I propose a public option model which will coexist private health
insurance companies, private health institutions, private pharmaceutical companies,
and nonprofit health institutions together with the public entities that are func-
tioning at regulatory and/or street level. This model will be a public umbrella that
provides a full coverage health insurance both to uninsured individuals together
with people who utilizing the existing public medical aid programs and suffering
from the unaffordable health insurance policies. Due to the fact that, in the public
option, private and not for profit organizations will keep playing their important
roles, governance will be a key concept to cooperate all three sectors in order to sus-
tain the healthcare system. Instead of sharp division between the domains of public,
private, and not for profit, they will form a self evolving -as much as possible- and
complex structure. Redistribution will be another key characteristic of the system
due to the fact that enlarging public interference/portion in the healthcare system
will necessitate extra fiscal resources and taxpayers will have to pay more. In order
to built up and pursue the good governance patterns, a well defined, well func-
tioned, comprehensive, and adaptable organizational and technological networks
should be created by beginning from the federal level through to the bottom level
and from the governmental domain to the private and not for profit domains.
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Statement of James F. Allsup, President, CEO and Founder of Allsup

Chairman Tanner and Members of the Subcommittee, thank you for considering
my written testimony today regarding the Social Security Administration’s chal-
lenges in managing the massive disability claim backlog during the current eco-
nomic downturn.

My name is James Allsup, and I am a former employee of the Social Security Ad-
ministration and the founder and CEO of Allsup Inc., the largest non-attorney So-
cial Security Disability Insurance (SSDI) representation company. Since 1984, we
have helped more than 120,000 individuals obtain disability benefits.

A Grave New Threat

Earlier this year, I provided written testimony before the full Ways and Means
Committee, commenting on an increasingly grave threat to the SSDI system, and
most importantly, to hundreds of thousands of disabled individuals. Despite the best
efforts of the Social Security Administration and policymakers to address an explod-
ing backlog of claims at the hearing level, the highest unemployment levels in 25
years were causing desperate Americans to flood the Social Security Administration
with disability claims at an unprecedented rate.

From 2004 through 2007, application levels were stable, with the SSA processing
between 2.1 million and 2.2 million SSDI applications each year. Those numbers
began increasing in 2008—when for the first time more than 2.3 million applications
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were filed. They grew even more dramatically, to more than 2.7 million, in the re-
cently completed FY 2009.

It’s amazing the difference one year can make. For years, disability advocates
have been working to raise awareness of the massive backlog of claims at the hear-
ing level. Congress and the Administration should be commended for providing the
resources needed by the SSA to begin addressing that challenge. The men and
women of the SSA deserve praise for using those resources wisely to reduce the
number disability hearings pending for the first time since 1999.

Unfortunately, the current crush of applications will undo that progress. The SSA
recently reported that the level of initial claims pending now exceeds 1 million peo-
ple—that’s nearly a 40 percent increase over the level from FY 2008. It is quite clear
that even as the backlog improves at the hearing level, the line for benefits con-
tinues to grow rapidly at the front end of the system.

If They Only Knew

The long wait for benefits imposes real costs to applicants, according to a recent
national claimant survey conducted by Allsup. People with disabilities experience fi-
nancial crises, extreme stress and declining health while stuck in the federal dis-
ability backlog. An overwhelming majority of SSDI applicants face grave setbacks
and wish they would have known from the start that expert representation was
available to assist them.

Arthur Blair, of Gaithersburg, MD., was a program manager at a group home be-
fore a combination of osteoarthritis, severe back pain and depression made it impos-
sible for him to keep working. During his two-year wait for SSDI benefits, Mr. Blair
tapped deep into his savings and had to sell his home after he and his wife were
unable to make their mortgage payments. His condition also worsened.

According to Mr. Blair: “I think the process takes away our humanity. There are
no resources to help you. You are in a financially devastating position, and by the
time you’re approved, you have accumulated so much debt and lost everything
you've worked for. It’s almost impossible to recuperate what you lost.”

Mr. Blair’s experience is typical, according to Allsup’s 2009 survey of SSDI claim-
ants. Of the nearly 300 successful SSDI claimants who came to Allsup for represen-
tation, 90 percent said they faced negative repercussions while waiting for their
SSDI award. These included:

Stress on family—63 percent

Worsening illness—53 percent

Draining of retirement/savings—35 percent
Lost health insurance—24 percent

Missed mortgage payments—14 percent
Foreclosure—6 percent

Bankruptcy—5 percent

Nearly 80 percent of respondents reported facing “barriers to handling the SSDI
process on [their] own,” including problems with understanding (48 percent) and
completing (61 percent) the necessary forms. Three-fourths (75 percent) said the
level of stress they experienced while applying for SSDI benefits was either “ex-
treme” (39 percent) or “significant” (36 percent).

Only half (51 percent) of all applicants knew third-party representatives could
help them apply for SSDI benefits. Almost nine in 10 (85 percent) survey respond-
ents said they would have found it useful for the SSA to inform them in advance
of their options for receiving help with their SSDI application. Another 83 percent
would have found it helpful or valuable if the SSA had provided them with a list
of authorized third-party representatives from which to choose.

Unfortunately, because applicants often are unaware help is available, too many
initial claims are denied for reasons that have nothing to do with the applicant’s
disability status. If applicants only knew third-party assistance was available to
professionally review their application and help properly and accurately document
their disability, thousands of claimants could be processed faster and applicants
could avoid the painful financial and personal repercussions of being stuck in the
system.

Collaboration, Not Privatization

As always, I emphasize that increasing the assistance offered by third-party SSDI
representatives is not, as some have charged, a step toward privatization. It is a
way for government to leverage the existing capabilities of expert disability rep-
resentatives to help address a real and growing crisis. It is very similar to the Inter-
nal Revenue Service’s acknowledgement of tax preparation professionals, who pro-
vide valuable assistance to taxpayers in navigating a complex tax system.
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Literally hundreds of thousands of government worker-hours could be saved if
more applications processed by the Social Security Administration were profes-
sionally documented before being submitted. This would leave these employees free
to accomplish their primary mission—reviewing applicants, adjudicating appeals
and administering the SSDI process.

Chairman Tanner and Members of the Subcommittees, I commend you for holding
this hearing to raise awareness of these issues. Thank you again for the opportunity
to provide testimony. I look forward to working with you to address this growing
crisis.

————

Statement of Leri Harper

The Social Security Administration’s approach to disability, past and present, fails
to address the problems and inadequacies of processing claims via the state Dis-
ability Determination Services (DDS), where there is ample evidence of regional dif-
ferences in claims processing. AFGE strongly believes that if problems with incon-
sistent decisions at the initial claims level are addressed, appeals will diminish. Dis-
ability claimants deserve consistent initial claims decisions and payments as soon
as possible in the claims process.

The concurrent disability process shows inexplicable variable allowance rates de-
pending on the state of residence. There is no evidence to show that residents of
some states are twice as susceptible to become disabled as residents in other states.
Obviously, different state initial claims approval rates have more to do with the bi-
furcated system than the health of residents of these states. Claimants are entitled
to consistent decisions regardless of their state of residence or whether they are fil-
ing for Social Security or SSI disability benefits. The SSA Office of Quality Perform-
ance (OQP) is tasked with keeping track of nationwide consistency of disability
claims, and their own studies reveal the disability process shows inexplicable vari-
able allowance rates depending on the state of residence. For instance a study for
fiscal year 2009 revealed that if a claimant applies in New Hampshire, they have
nearly a 52% chance of being allowed at the initial level. If a claimant applies in
Tennessee, they have a 24% chance of being allowed. These inequities have never
been addressed, and there is an inherent inconsistency between states in what is
supposed to be a national disability program with consistent program standards.

http://ssahost.ba.ssa.gov/pmr/index.aspx.

Regional differences are apparent, with many southern states at the low end of
the spectrum for approving initial disability decisions; while many east and west
coast states are at the high end for initial allowance determinations.

The SSA Office of Quality Performance is the enforcer of the national disability
claims standards, who are tasked to review initial disability claims under the same
nationwide rules. We reviewed the most recent initial disability claim quality report
from the Disability Quality Branch (DQB) of the Office of Quality Performance. In-
terestingly, no matter what state DDS is measured, the states’ quality performance
is all rated at a quality level of 91.5% or above in accuracy levels. All state DDS
agencies are declared by OQP/DQB to provide good quality decisions, no matter how
divergent their allowance or denial rate of initial claims. http:/quality.ba.ad.ssa.gov/
hg/direports/qaper/pdf/itablel.pdf.

During the past two years, the Office of Quality Performance decided to institute
a change in the Disability Quality Review Branch process to try and iron out dif-
ferences in their own national review process. In an attempt to resolve these incon-
sistencies, the Disability Quality Branch of the Office of Quality Performance now
requires their employees to review cases from any state in the Union.

Prior to this change in policy, Disability Quality Review branch employees were
limited to reviewing cases only from their individual regions, meaning that the same
federal reviewing staff would consistently review the same state DDS offices for
whom they were responsible. These regional Disability Quality Branches reinforced
the inequitable allowance rates time and again, which they recognized as a problem
that needed resolution.

Despite the Office of Quality Performance attempts to create a national virtual
national review process, where Disability Quality Branch workers are called on to
review cases from any state, we see no significant change in the state DDS’ diver-
gent allowance rates, meaning that the review program is ineffective. Even though
we have a national quality review component that is well aware of the discrepancy,
they have not been able to solve the problem, even with extensive hiring of new ex-
aminers during the past two years.
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We believe that policing the state DDS adjudication practices is a lot like herding
cats, with various policy inconsistencies, political influences, and regional dif-
ferences that have no place in a national disability adjudication program.

Unfortunately, the chances for a claimant to be approved at the initial level have
a lot to do with where they live and their income rather than the nature of their
disability. That is inherent in the system. Each state has different criteria for hiring
Disability Examiners. Each state provides them with different pay and benefit pack-
ages. Some state DDS offices are unionized, while others are not. Each state pro-
vides different training to their DDS employees. Employee retention rates vary dra-
matically from state to state. In effect, there are 50 different disability programs
when there should be one.

There is no evidence to show that residents of some states are twice as susceptible
to become disabled as residents in other states. Obviously, different state initial
claims approval rates have more to do with the bifurcated system than the health
of residents in these states. Claimants are entitled to consistent decisions regardless
of their state of residence or whether they are filing for Social Security or SSI dis-
ability benefits.

According to the Government Accountability Office (GAO), a majority of DDS’ do
not conduct long-term, comprehensive workforce planning, which should include key
strategies for recruiting, retaining, training and otherwise developing a workforce
capable of meeting long-term goals. The State DDS agencies lack uniform minimum
qualifications for Disability Examiners and have high turnover rates for employees
and do not provide ongoing training for Disability Examiners. It is a key problem
that must be reconciled in order to reform the disability system.

Although the State DDS system is fully subsidized by SSA, state budgetary prob-
lems adversely affect the ability of SSA to provide disability services. For example,
California State DDS workers were forced to accept weekly 8 hour furloughs due
to the budget deficit situation in the State. Michigan DDS workers along with other
MI State employees were furloughed due to State budget shortfalls even though
DDS worker salaries were also fully funded by SSA.

As many participants in the hearing testified, multiple state DDS offices followed
suit, furloughing employees that were supposed to be earmarked for federal work-
loads, causing SSA to lose valuable initial case processing time, and resulting in
worsening the disability backlog considerably.

Social Security Commissioner Astrue recently made a decision to solve the initial
case backlog by taking away work from states where there are average to high al-
lowance rates, and creating mega-DDS offices in states where the allowance rates
are lower. These states include Oklahoma, Mississippi, Arkansas, and Virginia. The
Commissioner plans to reassign cases from states that supposedly need assistance.
Commissioner Astrue calls these “Extended Service Teams” and says “. . . they will
be placed in States that have a history of high quality and productivity and the ca-
pacity to hire and train significant numbers of additional staff.”. However Mis-
sissippi has an initial disability allowance rate of 26.6%, Arkansas 37.1%, Virginia
40.4%, and Oklahoma 38.6%.

Interestingly, we noticed the Commissioner decided to locate these new centers in
right-to-work states where union representation is absent. This will result in getting
the work done more cheaply, but we think SSA will get a poorer quality of work
and less well-documented claims that will ultimately end up at the hearings level.
This will require the ODAR staff to obtain additional documentation and consult-
ative exams that will again build more case processing delays into those claims.

While we are concerned with the loss of union jobs nationwide, we are more con-
cerned with consistency and fairness in the disability determination process. We
would like to point out that Commissioner Astrue created this tier of mega-DDS of-
fices “under the radar” without input from the congressional representatives whose
states are affected, and this may be of concern to those representatives.

AFGE predicts this backlog of disability claims will end up in multiple appeals
that will glut the ODAR system once again, Because additional work will now be
funneled to mega-DDS offices that have a historically low allowance rates, we pre-
dict the numbers of appeals will rise dramatically once the initial claims backlog
is unclogged with the proposed temporary, stop-gap measures. This is not the best
course of action for lasting change, consistency of decisions, and smooth workflow.

We understand that everyone want to solve the problem of backlogged disability
cases, but piecemeal solutions will not work when the underlying problem of consist-
ency between the state DDS disability adjudication practices versus the federal ad-
judication rules are not addressed. The bifurcation of the disability program be-
tween Federal and State workers is an anachronism dating to 1956 when the SSA
disability program was created by Congress. It is time to modernize and create a
unified, comprehensive Federal disability system. AFGE recommends the federaliza-
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tion of the State Disability Determination Services; keeping the jobs in the states
but supplying these skilled workers with federal jobs. At that point, national stand-
ards and training can occur where SSA actually has control of their own process.
This will bring consistency to the initial claims decisions in the same way that the
Supplemental Security Income program (that was federalized from the states in
1974) created a uniform system of benefits for low income, blind, disabled and aged
population.

AFGE believes the time to act is now to federalize DDS workers and provide con-
sistent oversight and training that will bring timely, consistent nationwide decisions
for the vulnerable disabled claimants that we are committed to serve in an unbiased
and equitable fashion.

Submitted by,

Leri Harper

Disability Examiner/Social Insurance Specialist
For AFGE Local 3937

Seattle, WA

——

Statement of the National Council of Social Security
Management Associations

I am the President of the National Council of Social Security Management Asso-
ciations (NCSSMA). I have been the District Manager of the Social Security office
in Newburgh, New York for eight years and have worked for the Social Security Ad-
ministration for 29 years. On behalf of our membership I am pleased to have the
opportunity to submit this written statement for the record to the Committee.

NCSSMA is a membership organization of nearly 3,500 Social Security Adminis-
tration (SSA) managers and supervisors who provide leadership in 1,262 Field Of-
fices and 35 Teleservice Centers throughout the country. We are the front-line serv-
ice providers for SSA in communities all over the nation. We consider our top pri-
ority to be a strong and stable Social Security Administration, one that delivers
quality and prompt community based service to the people we serve, your constitu-
ents.

We are certainly concerned about the tremendous challenges facing the Social Se-
curity Administration. We wholeheartedly agree with Commissioner Astrue’s state-
ment that it is a moral imperative that the disability backlogs be eliminated. On
a daily basis, employees in our offices speak to thousands of individuals throughout
{:)he (iguntry who are desperate to receive a decision on their claims for disability

enefits.

We are very appreciative of the support that the House Ways and Means Social
Security Subcommittee has provided to improve SSA’s budget situation. The addi-
tional funding SSA received in FY 2008 and FY 2009 has helped significantly to pre-
vent workloads from spiraling out of control and assisted with improving service to
the deserving American public. As an example, SSA has been able to provide addi-
tional resources for our Teleservice Center (TSC) operations, and recently an-
nounced the opening of a new TSC in Jackson, Tennessee, to assist in reducing our
National 800 Number Network busy rates. We are also grateful for the Subcommit-
tee’s support for the President’s proposed FY 2010 budget for SSA. If this budget
is approved by Congress, it will help SSA continue to make progress on the numer-
ous workloads we are challenged with, and maintain the momentum that was so
difficult to achieve.

As a result of inadequate budgets received over the past decade through FY 2007,
the number of staff in SSA Field Offices declined significantly. In fact, SSA’s staff-
ing levels were, until just recently, at the lowest levels since the SSI program start-
ed in 1974. Because SSA workloads were growing during this period, customer wait-
ing times increased and call answering rates declined. With the more adequate
funding for SSA in FY 2008 and FY 2009 there have been significant efforts to re-
store staffing levels to near where they were in FY 2004, but they are still lower
than in previous years. This additional staff, along with the significant amounts of
overtime we have been authorized to work, have assisted greatly with addressing
our rapidly growing workloads and increased number of customers and callers.

The following is a brief overview of the workload challenges that are confronting
Field Offices.

1. Additional Claims and Appeals. Field Offices are expected to receive 1.04
million more retirement claims and 1.08 million more disability claims in FY 2009
and FY 2010 above FY 2008 levels. In addition to the higher volume of disability
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claims received by Field Offices, as the DDSs and the Hearing Offices reduce their
backlogs, many more additional claims are being approved and must be adjudicated
to pay benefits due. The Hearing Offices’ cases can require extensive development
and are particularly time consuming for Field Offices to process.

2. Improving SSI Quality and Additional SSI Redeterminations. According
to a November 2009 OMB report, in FY 2009 SSA paid out approximately $45.0 bil-
lion to SSI recipients. However, there was an improper payment rate of $5.436 bil-
lion or nearly 12.1%, one of the largest in the Federal Government. A November
2009 study by the SSA Office of Inspector General stated that for the 5-year period
ending in FY 2008 SSA paid $204.5 billion to SSI recipients. Of that total, $16.6
billion was overpaid, representing 8.1% of outlays. Underpayments during this same
5-year period totaled $3.4 billion or 1.7% of outlays. Given the significant overall
dollars involved in SSA’s payments, even the slightest errors in the overall process
can result in millions of dollars in improper payments.

The SSA Office of Inspector General stated that completing additional SSI rede-
terminations will help to reduce this error rate because SSA will identify these in-
correctly paid dollars earlier. In FY 2010, Field Offices will work about 1.1 million
more SSI redeterminations than FY 2008. This is nearly a 100% increase in SSI re-
determinations. The staffs processing these cases are working at a very high rate
of production. In fact, SSA productivity increased by 3.17% in FY 2009. However,
we are concerned that despite this increased production, there is insufficient time
to review the cases adequately for accuracy. Improving the process means not only
doing more SSI redeterminations, but also having sufficient time to review the work
for accuracy.

3. Medical Continuing Disability Reviews. Field Offices are also processing
more medical Continuing Disability Reviews (CDRs). In FY 2008 SSA processed
235,000 medical CDR cases. In both FY 2009 and FY 2010, we are scheduled to
process 329,000 cases. This increase in processing medical CDRs will assist signifi-
cantly with addressing program integrity concerns. However, there is currently a
backlog of 1.5 million medical CDRs pending processing. Accomplishing this medical
CDR backlog has the potential to save the American taxpayers approximately $20
billion. Additional resources will be needed in Field Offices and the DDSs to process
medical CDRs and to ensure program integrity.

4. Work Continuing Disability Reviews. Field Offices are also making a con-
certed effort to address the volume of work CDRs that are awaiting processing.
Since April 2009, the number of pending work CDRs in Field Offices has been re-
duced from about 66,000 cases to the current 55,000 cases. During the same period,
the number of “over one year old” cases has been reduced from approximately 7,650
to under 700 cases. Reducing the number of pending work CDRs will help to mini-
mize the large overpayments often encountered on these cases.

5. Field Office Customers. Field Offices have worked diligently to redirect re-
sources to reduce the amount of time a claimant waits to see an SSA interviewer.
We are making significant progress despite our many challenges. In October 2009
a claimant waited an average of 19 minutes, as compared to 22.8 minutes a year
earlier. This is a significant accomplishment considering the fact that the number
of customers visiting SSA Field Offices continues to increase. In FY 2009, there
were over 45 million customers, an increase of 600,000 customers from FY 2008.

6. Field Office Telephone Calls. Field Offices are struggling to answer tele-
phones with the increased workload demands. We handled about 58 million calls in
Fiscal Year 2009. This is an increase of 4 million calls from FY 2008. SSA studies
by the Office of Quality Performance state Field Office telephone busy rates were
about 58% in Fiscal 2009, which is an increase of 3% from the prior year. Many
offices must direct staff to handle walk in traffic to reduce waiting times, and as
a result have insufficient staff to answer telephone calls.

7. Training. Field Office management is having difficulty with allocating suffi-
cient time for ongoing staff training. Workload demands necessitate that direct staff
be assigned to accomplish production work at the expense of much needed training.

8. eServices or Internet. SSA is transitioning more work processes to electronic
service delivery. The FY 2010 goal is to have 38% of Retirement claims and 25%
of Title II Disability claims filed on the Internet. SSA Field Offices have had to ad-
dress significant issues resulting from the increased volume of claims filed electroni-
cally. Almost all Disability Internet applicants must be recontacted to perfect the
application. For Retirement claims, many claimants must be recontacted to address
the error prone area of month of election. While electronic services have assisted
Field Offices significantly with the unprecedented high number of SSA applications
received, it is important to note that staff must still spend significant time proc-
essing many of these electronically initiated actions. Also, electronic services provide
only minimal relief to inner city offices, offices with rural service areas, and areas
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with a high percentage of non-English speaking applicants, because these areas
have populations not as likely to use or have access to computers or the Internet.

It is essential that SSA continues to receive positive budgets to ensure that Field
Offices are able to adequately serve the American public and to process important
workloads. As illustrated above, even with the recent more favorable SSA budgets,
Field Offices are still struggling with tremendous workload demands. We are also
especially concerned about the program integrity workloads and the billions of dol-
lars that are being lost due to the backlog of medical CDRs and overpayments in
the SSI program.

Commissioner Astrue’s testimony indicates that Field Offices are expected to
maintain their current staffing levels in FY 2010 and about 2,700 additional posi-
tions are scheduled to be added to the Hearing Offices and DDSs. While additional
staff is much needed for the Hearing Offices and DDSs to address the disability
backlogs and these positions should not be reduced, additional staff for Field Offices
would yield significant improvement in service to the American public and assist
with the disability backlog. Our network of 1,262 community based Field Offices is
an integral part of SSA’s service delivery system, and the Field Office is where the
disability process begins and ends. Increased staff for Field Offices would reduce
workload backlogs, address program integrity concerns, improve SSI accuracy per-
formance, and allow for the transmittal of a more accurate and complete disability
product that would assist with expediting disability decisions.

SSA’s flexibility to continue to provide necessary resources in FY 2010 will be de-
termined much by the President’s proposed budget in FY 2011 and future years. If
these budgets are not adequate to address the workload challenges, the progress
made in the past two years will be eroded. Field Offices could redirect some of the
overtime dollars currently expended to hire additional temporary or permanent em-
plo%%es if flexibility is provided due to the expectation of a favorable SSA budget
in 2011.

We believe a minimum of $13.2 billion is needed for SSA’s FY 2011 administrative
funding. This level of funding would provide SSA with the resources necessary to
continue the progress made, while at the same time protecting many Americans
from severe and unnecessary economic hardship. Our community based staffs are
very committed to serving the American public, but we must have the tools and re-
sources to do so. We sincerely appreciate your ongoing support to provide adequate
funding for the Social Security Administration. We remain confident that this in-
creased investment in SSA will benefit our entire nation.

On behalf of the members of NCSSMA I thank you for the opportunity to submit
this written statement to the Subcommittee. NCSSMA members are not only dedi-
cated SSA employees, but they are also personally committed to the mission of the
agency and to providing the best service possible to the American public.

———

Linda Fullerton’s Letter
Members of the Committee:

My name is Linda Fullerton, President/Co-Founder of the Social Security Dis-
ability Coalition, and it is again with great sadness, anguish and despair that I sub-
mit this testimony to you today as I have done several times in the past. But as
usual my testimony apparently must not ever be read by anyone there, from what
I can tell, based on what I saw. I watched this entire hearing on the internet, and
each hearing that I see continues to be a source of major frustration for me. It hap-
pened that this hearing took place on my 54th birthday. Most people would have
celebrated their birthday doing joyous types of things. Unfortunately since I filed
for my own Social Security Disability benefits on December 6th 2001, I no longer
have reason to celebrate much of anything anymore.

My life was permanently destroyed with the stroke of pen by a neglectful govern-
ment employee, to whom I was just an SS number, and it is more than I can bear.
So now, not only will I never recover from my illnesses, but I will never recover from
the permanent financial and physical devastation this has had on my life. After
fighting and waiting for 1% years, and losing all my life savings, pension money
and any chance of ever having financial security again, my claim was finally ap-
proved. Even though a person may eventually get their benefits, the devastation
does not miraculously disappear once the checks start coming. It often leaves a per-
manent scar on one’s life. The stress I endured during that time and continue to
deal with, every day living on the edge of total ruin, on top of all my illnesses is
unbearable beyond belief and it is killing me. My health problems have become
worse, and new ones have arisen as a result of all this stress. Each day is worse
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than the one before, with no hope in sight for any type of relief. I don’t know how
I am going to survive without some miracle like winning the lottery. My “American
Dream” will never be realized. I have now been forced to live the “American Night-
mare” for the rest of my days, because I happened to get sick, and file a claim for
Social Security Disability benefits, a Federal insurance policy that I was forced to
pay into for over 30 years. I am now doomed to live in poverty for the rest of my
life, in addition to all my medical concerns. I will never be able to own a home, or
get another car. My current vehicle which is on death’s door, is the ONLY method
of transportation I have for survival. When things break down now, I cannot fix
them and have to do without. I struggle every day to pay for food, medicines,
healthcare, gas etc. having to decide which things I can do without till the next
check comes, since I live strictly on the inadequate, monthly SSDI check I receive,
always teetering on the brink of disaster. I did not ask for this fate and would trade
places with a healthy person in a minute.

As a result of that horrible experience, I thought it was extremely important to
watch the hearing that you held on this issue that affects the very lives of millions
of this nation’s most vulnerable citizens. I would not wish this hell on anyone, and
I did nothing wrong to deserve it, I just happened to get sick in America. I was
forced to pay for an insurance policy out of my paycheck every week, and when I
needed that benefit the most, the Federal Government tried to prevent me from get-
ting it. Even more sad than my situation, are the ones who have died while waiting
to get their benefits approved.

During 2006 and 2007, at least 16,000 people fighting for Social Security
Disability benefits died while awaiting a decision (CBS News Report—Dis-
abled And Waiting—1/14/08). This is almost more than 4 times the number
of Americans killed in the Iraq war since it began.

During 2007, two-thirds of all applicants that were denied—nearly a million peo-
ple—simply gave up after being turned down the first time (CBS News Report—
Failing The Disabled—1/15/08).

PLEASE NOTE—I personally was the source behind these CBS News reports and
was featured in the broadcast of “Disabled And Waiting.”

Something is seriously wrong, when even one person in this country should have
to be put through this nightmare. You may think I am bitter but nothing could be
further from the truth. I believe everything happens for a reason, and I learned a
lot from this experience. I want to turn it into something positive, and use this
knowledge I have gained to make sure that nobody else suffers again, when they
need help from the SSA. In fact, in order to do that more effectively, I actually
reached out to the SSA, in spite of my bad experience, and have met some wonder-
ful people there as a result, who are in fact very dedicated and hard working indi-
viduals. I am forever grateful for their concern for our problems, but we need many
more of them. I testify today, not to get your pity, but so you can get an accurate
picture of what is really happening to the most vulnerable citizens of this nation.
I want to illustrate how decades of neglect, lack of oversight, and under funding of
the Social Security Administration’s Disability program, has a very negative impact
on the lives of disabled Americans such as myself whom you were elected to serve
and protect. Therefore, I must ask: When are you going to stop this abuse?

Call For Open Congressional/SSA Disability Hearings

I have been following these hearings, for over five years now, and I find it deeply
disturbing, and glaringly obvious, that not one panelist/witness selected to appear,
is an actual disabled American who has tried to get Social Security Disability bene-
fits, and who has experienced this nightmare for themselves. Unfortunately this
continues to be the case with this hearing as well. While the witnesses you contin-
ually rely on may be very reputable in their fields, unless you have personally tried
to file a claim for Social Security Disability, you cannot begin to understand how
bad this situation really is, and therefore the panelists you continue to rely on are
not fully qualified to be the only authority on these issues.

I was forced to watch this hearing on the internet, because my repeated requests
over the last several years to testify in person, have been blatantly ignored. I have
made it very clear in previous written testimony submitted for the hearing record,
through faxes, e-mails and phone calls, to all the Congresspeople in my district, oth-
ers on this Subcommittee, and many others in both the House and the Senate Com-
mittees that affect the Social Security Disability Program in any way, that I want
to testify in person at these important hearings that directly affect me and others
like myself. As an actual disabled American, I again make the same request today,
as I have in the past, that in future Congressional hearings on these matters, that
I be allowed to actively participate instead of being forced to always submit testi-
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mony in writing, after the main hearing takes place. For some reason beyond my
comprehension, you still will not let me do that.

I often question whether anybody even bothers to read the written testimony that
is submitted when I see the continued lack of results after previous hearings. I am
more than willing to risk my very life for the opportunity to testify, should I be per-
mitted to do so, since I believe so strongly in the importance of this program. In
fact, I ask that you call another hearing, and allow me to be the sole witness, since
the eye opening information I have to share with you would fill the entire 1- 2
hours, since this program is so badly broken, and filled with corruption at every
level. I have also come up with solutions to all the problems as well, which I would
also be discussing at that time. I want a major role in the Social Security Disability
reformation process, since any changes that occur have a direct major impact on my
own well being, and that of millions of other disabled Americans just like me. I also
propose that Congress immediately set up a task force made up of SSDI claimants,
such as myself, who have actually gone through the claims process, that has major
input and influence before any final decisions/changes/laws are instituted by the
SSA Commissioner or members of Congress. This is absolutely necessary, since no-
body knows better about the flaws in the system and possible solutions to those
problems, then those who are forced to go through it and deal with the consequences
when it does not function properly.

As a result of my repeatedly denied requests to testify, it is my opinion, that you
don’t want to know what is REALLY going on. Since my last written testimony I
have released a video on the internet called:

American Nightmare—It Can Happen To You!

I made it to alert the American people to the ugly realities of what it is like to
try and get the SSDI benefits that they have been forced to pay for, and may never
survive to actually collect. They need to know how the Federal Government contin-
ually breaks its social contract with them on a daily basis. It seems to me that if
you do not have to face someone such as myself, that has barely lived through this
horrible nightmare, and has had their whole life permanently devastated as a result
of continued neglect of this program, we remain just a bunch of SS numbers whose
lives can be destroyed without guilt. We are in fact, your mothers, fathers, sisters,
brothers, children, grandparents, friends, neighbors, and honorable veterans who
have served this country. Something is severely wrong with this picture!

When you question the SSA Commissioner at these hearings, why have you not
ordered him to provide the data on how many Americans have actually died each
year, or have been forced to use state provided services, while waiting for their SS
Disability claims to be processed? Since the SSA also pays out a one time death ben-
efit to a survivor’s family, and contracts out the medical portion of disability claims
to the states who provide the Social Service programs that disability applicants
often need to use, this data should be readily available if you bothered to ask for
it. These are important questions that need to be answered, but it seems to me you
don’t care enough about the disabled to ask them. How can you get an accurate han-
dle on this situation without all the facts and appropriate witnesses who wish to
testify? Who better to give feedback at these hearings than those who are actually
disabled themselves, and directly affected by the program’s inadequacies! It seems
you have forgotten that WE are the customers, and the SSA and Congress work to
serve us. I find it hard to believe that these hearings cannot be scheduled in such
a way that different and more appropriate witnesses could be allowed to testify. If
you continue to do the same thing over and over again, as you have for the past
several years, you will continually get the same poor results, which is exactly what
is happening. You ask the same questions, of the same people, and wonder why
there 1s little to no, improvement between hearings. There is a major piece of the
puzzle missing—the people you have been elected to serve—and until you really
commit to getting the ALL the information needed to fix the Social Security Dis-
ability program, you are making decisions based on a lack of important information,
which can be very detrimental, and the problems are going to continue to escalate,
no matter how much money you put toward fixing them.

There are five main reasons for the disability hearing backlogs:

e Lack of communication and educating the public

e States of denial

e State and private disability companies forcing claimants to file disability
claims with SSA or risk losing private coverage

e Lack of oversight

e Lack of funding
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Lack Of Communication Between Claimants, Doctors And SSA, Lack Of
Education On What Is Needed For A Claimant To Prove A Disability
Claim

Currently there is little to no communication between the SSDI claimant and the
SSA caseworkers handling their claims. More communication is needed and review
of records by the claimant should be available at any time during all stages of the
disability determination process. Before a denial is issued at any stage, the appli-
cant should be contacted as to ALL the sources being used to make the judgment.
It must be accompanied by a detailed report as to why a denial might be imminent,
who made the determination and a phone number or address where they could be
contacted. Also many times medical records submitted are lost or totally ignored.

In case info is missing, or the SSA was given inaccurate information, the appli-
cant can provide the corrected or missing information, before an actual determina-
tion at any level is made. This would eliminate many cases from having to advance
to the hearing or appeals phase.

Also many times doctors, hospitals etc often do not respond to SSA requests for
medical information in a timely manner, or sometimes ignore these requests en-
tirely. ALL doctors, and medical professionals including those at the VA should be
required by Federal or State law, to fill out any medical forms and submit docu-
ments requested by the SSA within strict timelines or they will not be allowed to
practice medicine in this country. Also as part of their continuing education program
in order to keep their licenses, doctors should also be required to attend seminars
provided free of charge by the SSA, in proper procedures for writing medical reports
and filling out forms for Social Security Disability and SSI claimants.

The major criteria used by the SSA to decide a disability claim, is residual
functionality and the “Blue Book Of Listings,” yet this is not usually information
that the general public is privy to when filing a disability claim. In fact it is a pretty
well kept secret unless you know enough to do some research. In other words since
the process is so nebulous from beginning to end, the deck is purposely stacked
against a claimant from the very start. When the average person files a claim they
seem to think that all they have to do is mention what is wrong with them, get
their doctors to back up their medical claims, say they are disabled and cannot
work, fill out a few forms and the checks will start coming in the mail. While in
a ideal world the process should be that simple, nothing could be further from the
truth. They do not realize, and are never told, that they must not only list their
illnesses, but more importantly describe HOW their illnesses prevent them from
doing work and daily activities. They are not told to list EVERYTHING that is
wrong with them, and often only file a claim for one condition, that in itself may
not be disabling, when they have several of them, that in combination, may in fact
render them totally disabled. Many file claims because they cannot perform the job
they have been doing for years, or cannot work as many hours that used to before
they get sick. They do not fully understand that they have to not be able to work
ANY job in the national economy, and that the SSA does not pay for partial dis-
ability. The SSA needs to do a much better job of educating the public at the onset
of filing a disability claim to avoid confusion.

States Of Denial—The REAL Reason Behind The Social Security Disability
Hearing Backlogs

Since Social Security Disability is a Federal program, where you live should not
affect your ability to obtain benefits. Sadly this is not the case. While funding is
a major problem that SSA faces, the other primary reason for these hearing back-
logs, continues to be ignored during these proceedings, and that is the initial phase
of the disability qualification process which is handled by the individual state DDS/
Disability Determination Services offices. There, the most crucial part of your dis-
ability claim, the medical portion, is reviewed by a caseworker/adjudicator and med-
ical doctor on their staff who never sees you, and in most cases never even commu-
nicates with you at all. Too much weight at the initial time of filing, is put on the
SS caseworker’s opinion of a claim. There needs to be more oversight that disability
decisions be based with controlling weight given to the claimant’s own treating phy-
sicians opinions and medical records in accordance with (DI 24515.004) SSR 96—2p:
Policy Interpretation Ruling Titles II And XVI: Giving Controlling Weight To Treat-
ing Source Medical Opinions. Even though this policy ruling is in place, this is very
often not happening.

Excerpts from GAO-09-511T—Further Actions Needed to Address Dis-
ability Claims and Service Delivery Challenges—3/24/09:

Although SSA is responsible for the program, the law calls for initial deter-
minations of disability to be made by state DDS agencies. The work performed
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at DDS offices is federally financed and carried out under SSA disability pro-
gram regulations, policies, and guidelines. See 42.U.S.C. §421(a)(1).

From September 1998 to January 2006, over 20 percent of disability exam-
iners hired during that period left or were terminated within their first year.
DDS officials said the loss of experienced staff affects DDS’ ability to process
disability claims workloads because it generally takes newly hired examiners
about 2 years to become proficient in their role.

For example in November 2009:

e Mississippi had the lowest percentage of approvals at the initial level
of 24.4%

e Alaska and Colorado had the lowest percentage of approvals at the
reconsideration level of 0%

o Puerto Rico had the highest percentage of approvals at the initial
level of 61.9%

e Massachusetts had the highest percentage of approvals at the recon-
sideration level of 30.5%

Source: Social Security Administration—November 2009.

That is a major fluctuation depending on what state you happen to apply for ben-
efits in. Something is extremely wrong with this picture and proves the inconsist-
ency of decision making by the state DDS offices in handing Federal disability
claims.

What would be an incentive for states to deny Federal claims? Since many Social
Security Disability claims are SSI or both SSI/SSDI combined claims and many
states offer to supplement SSI payments at a higher benefit amount, therefore they
want to keep as many off the rolls as possible so they do not have to pay out this
supplement. Also since there is a different pay scale for government vs state em-
ployees who are often underpaid, lack training, are overworked, and must meet
quotas of cases processed, the tendency is greater to rubber stamp denials to move
claims off their desk when a case needs too much development. Thus the expla-
nation for the fluctuation in denial/approval/backlog rates by state. Unfortunately
there is very little if any training or oversight on the state DDS offices to make sure
they are making the proper decisions on disability claims. This is why so many
claimants appeal to the hearing level where a huge percentage of bad claims deci-
sions are overturned and cases are finally approved. Anyone who doesn’t see that
a “Culture Of Denial” has become a pervasive part of an SSDI claimants encounter
with the SSA, is either totally out of touch with reality or is reacting evasively to
the subject.

Excerpts from GAO Report GAO-04-656—SSA Disability Decisions: More
Effort Needed To Assess Consistency of Disability Decisions—Washington—
July 2004:

“Each year, about 2.5 million people file claims with SSA for disability bene-
fits . . . About one-third of disability claims denied at the state level were ap-
pealed to the hearings level; of these, SSA’s ALJ’s have allowed over one-half,
with annual allowance rates fluctuating between 58 percent and 72 percent
since 1985. While it is appropriate that some appealed claims, such as those in
which a claimant’s impairment has worsened and prohibits work, be allowed
benefits, representatives from SSA, the Congress, and interest groups have long
been concerned that the high rate of claims allowed at the hearing level may
indicate that the decision makers at the two levels are interpreting and apply-
ing SSA’s criteria differently. If this is the case, adjudicators at the two levels
may be making inconsistent decisions that result in similar cases receiving dis-
similar decisions.”

“Inconsistency in decisions may create several problems . . . If deserving
claimants must appeal to the hearings level for benefits, this situation increases
the burden on claimants, who must wait on average, almost a year for a hearing
decision and frequently incur extra costs to pay for legal representation . . .
SSA has good cause to focus on the consistency of decisions between adjudica-
tion levels. Incorrect denials at the initial level that are appealed increase both
the time claimants must wait for decision and the cost of deciding cases. Incor-
rect denials that are not appealed may leave needy individuals without a finan-
cial or medical safety net . . . An appeal adds significantly to costs associated
with making a decision. According to SSA’s Performance and Accountability Re-
port for fiscal year 2001, the average cost per claim for an initial DDS disability
decision was about $583, while the average cost per claim of an ALJ decision
was estimated at $2,157 . . . An appeal also significantly increases the time re-
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quired to reach a decision. According to SSA’s Performance and Accountability
Report for fiscal year 2003, the average number of days that claimants waited
for an initial decision was 97 days, while the number of days they waited for
an appealed decision was 344 days . . . In addition, claimant lawsuits against
three state DDS’s have alleged that DDS adjudicators were not following SSA’s
rulings or other decision making guidance . . . However, according to DDS
stakeholder groups, SSA has not ensured that states have sufficient resources
to meet ruling requirements, which they believe may lead to inconsistency in
decisions among states. Furthermore, SSA’s quality assurance process does not
help ensure compliance because reviewers of DDS decisions are not required to
identify and return to the DDS’s cases that are not fully documented in accord-
ance with the rulings. SSA procedures require only that the reviewers return
cases that have a deficiency that could result in an incorrect decision.”

Excerpts from: Statement For The Record Of The National Association Of
Disability Examiners—Georgina Huskey, President—Prepared For Sub-
committee on Social Security/Subcommittee on Income Security and Fam-
ily Support Of the Committee on Ways and Means Joint Hearing on Elimi-
nating the Social Security Disability Backlog—March 24, 2009:

“Even at the DDS level, where few backlogs are publicly reported and where
the average processing time for an initial claim is nearly 100 days, the stark
reality is that there are tremendous backlogs pending. Just because disability
claims have been assigned does not mean they are being worked and disability
examiners who carry caseloads two, three and even four times the number
deemed reasonable are, in essence, housing a backlog of claims at their desk.
Unfortunately, this backlog of claims can lead to mistakes in case development
and contribute to mistakes in judgment, resulting in the potential for erroneous
decisions.”

“As experienced staff walk out the door, either due to retirement or because
of career changing decisions, SSA and the DDSs have struggled in many parts
of the country to attract the kind of new hires that will keep the Agency at a
level of competence required in its service delivery. Prior to the recent economic
downturn, DDSs were reporting an annual attrition rate approaching 15% with
more than 22% of newly hired disability examiners leaving by the end of their
first year. The result has been an increasing lack of experienced personnel to
process increasingly more complex disability claims and forcing the DDSs to uti-
lize limited training funds to continually hire new staff, rather than provide on-
going training for existing staff.”

Furloughs By States Of DDS Workers/Federalizing DDS Workers

There has been a movement in many states over the past several months to fur-
lough the DDS workers in an effort to “save money” for the states due to their in-
creasing budget problems. What is not often communicated properly to the public
is that these workers are in fact paid by the Federal Government and not the states.
Therefore no actual money is saved by these furloughs and the public is harmed
greatly due to their inability to be able to work. If federal disability claims take
longer to process, then there becomes a greater need for these claimants to file for
state services such as Medicaid, food stamps and cash assistance and in fact causes
the more burden to the states. It amazes me that the state governments continually
fail to see this connection.

404.1640 Performance Standards—General

The following sections provide the procedures and guidelines we use to determine
whether the State agency is substantially complying with our regulations and other
written guidelines, including meeting established national performance standards.
We use performance standards to help assure effective and uniform administration
of our disability programs and to measure whether the performance of the disability
determination function by each State agency is acceptable. Also, the standards are
designed to improve overall State agency performance in the disability determina-
tion process and to ensure that benefits are made available to all eligible persons
in an accurate and efficient manner. We measure the performance of a State agency
in two areas—processing time and quality of documentation and decisions on claims.
State agency compliance is also judged by State agency adherence to other program
requirements. [56 FR 11020, Mar. 14, 1991]

404.1641 Standards of performance

(a) General. The performance standards include both a target level of performance
and a threshold level of performance for the State agency. The target level rep-
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resents a level of performance that we and the States will work to attain in the fu-
ture. The threshold level is the minimum acceptable level of performance. Perform-
ance below the threshold level will be the basis for the Commissioner’s taking from
the State agency partial or complete responsibility for performing the disability de-
termination function. Intermediate State agency goals are designed to help each
State agency move from its current performance levels to the target levels.

(b) The target level. The target level is the optimum level of performance. There
are three targets—one for combined Title II and Title XVI initial performance accu-
racy, one for Title II initial processing time, and one for Title XVI initial processing
time.

(¢c) The threshold level. The threshold level is the minimum acceptable level of
performance. There are three thresholds—one for combined Title II and Title XVI
initial performance accuracy, one for Title II initial processing time, and one for
Title XVI initial processing time.

(d) Intermediate goals. Intermediate goals are levels of performance between the
threshold levels and the target levels established by our appropriate Regional Com-
missioner after negotiation with each State agency. The intermediate goals are de-
signed to help the State agencies reach the target levels. Failure to meet these goals
is not a cause for considering the State agency to be substantially failing to comply
with the performance standards. However, failure to meet the intermediate goals
may result in consultation and an offer of optional performance support depending
on the availability of our resources. [46 FR 29204, May 29, 1981, as amended at
56 FR 11020, Mar. 14, 1991; 62 FR 38452, July 18, 1997]

404.1642 Processing time standards

(a) General. Title II processing time refers to the average number of days, includ-
ing Saturdays, Sundays, and holidays, it takes a State agency to process an initial
disability claim from the day the case folder is received in the State agency until
the day it is released to us by the State agency. Title XVI processing time refers
to the average number of days, including Saturdays, Sundays, and holidays, from
the day of receipt of the initial disability claim in the State agency until systems
input of a presumptive disability decision or the day the case folder is released to
us by the State agency, whichever is earlier.

(b) Target levels. The processing time target levels are:

(1) 37 days for Title II initial claims.
(2) 43 days for Title XVI initial claims.

(c) Threshold levels. The processing time threshold levels are:

(1) 49.5 days for Title II initial claims.
(2) 57.9 days for Title XVI initial claims. [46 FR 29204, May 29, 1981, as
amended at 56 FR 11020, Mar. 14, 1991]

404.1643 Performance accuracy standard

(a) General. Performance accuracy refers to the percentage of cases that do not
have to be returned to State agencies for further development or correction of deci-
sions based on evidence in the files and as such represents the reliability of State
agency adjudication. The definition of performance accuracy includes the measure-
ment of factors that have a potential for affecting a decision, as well as the correct-
ness of the decision. For example, if a particular item of medical evidence should
have been in the file but was not included, even though its inclusion does not
change the result in the case, that is a performance error. Performance accuracy,
therefore, is a higher standard than decisional accuracy. As a result, the percentage
of correct decisions is significantly higher than what is reflected in the error rate
established by SSA’s quality assurance system.

(b) Target level. The State agency initial performance accuracy target level for
combined Title IT and Title XVI cases is 97 percent with a corresponding decision
accuracy rate of 99 percent.

(c) Intermediate Goals. These goals will be established annually by SSA’s regional
commissioner after negotiation with the State and should be used as stepping stones
to progress towards our targeted level of performance.

(d) Threshold levels. The State agency initial performance accuracy threshold
level for combined Title II and Title XVI cases is 90.6 percent.

404.1650 Action we will take if a State agency does not meet the standards

If a State agency does not meet two of the three established threshold levels (one
of which must be performance accuracy) for two or more consecutive calendar quar-
ters, we will notify the State agency in writing that it is not meeting the standards.
Following our notification, we will provide the State agency appropriate perform-
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ance support described in 404.1660, 404.1661 and 404.1662 for a period of up to 12
months. [56 FR 11020, Mar. 14, 1991]

404.1670 Substantial Failure—General

After a State agency falls below two of three established threshold levels, one
being performance accuracy, for two consecutive quarters, and after the mandatory
performance support period, we will give the State agency a 3-month adjustment pe-
riod. During this 3-month period we will not require the State agency to meet the
threshold levels. Following the adjustment period, if the State agency again falls
below two of three threshold levels, one being performance accuracy, in two consecu-
tive quarters during the next 12 months, we will notify the State that we propose
to find that the State agency has substantially failed to comply with our standards
and advise it that it may request a hearing on that issue. After giving the State
notice and an opportunity for a hearing, if it is found that a State agency has sub-
stantially failed to make disability determinations consistent with the Act, our regu-
lations or other written guidelines, we will assume partial or complete responsibility
for performing the disability determination function after we have complied with
404.1690 and 404.1692. [56 FR 11021, Mar. 14, 1991]

404.1690 Assumption of Disability Determination function when we make a finding
of substantial failure

(a) Notice to State. When we find that substantial failure exists, we will notify
the State in writing that we will assume responsibility for performing the disability
determination function from the State agency, whether the assumption will be par-
tial or complete, and the date on which the assumption will be effective.

(b) Effective date of assumption. The date of any partial or complete assumption
of the disability determination function from a State agency may not be earlier than
180 days after our finding of substantial failure, and not before compliance with the
requirements of 404.1692.

All phases of disability claims processing should be moved to and handled out of
the Social Security individual field offices, including the DDS phase which is the
medical determination phase currently handled by the states, and all hearing
phases of the disability process. All people who process Social Security disability
claims should be employees of the Federal Government to ensure accuracy and uni-
form processing of disability claims under Federal regulations and Social Security
policies which is currently not the case. If the states are to continue to handle the
DDS phase of the disability process, then all state employees handling Social Secu-
rity claims should be required to receive a minimum of 3 months standardized
training by the Social Security Administration, in SSA policies and Federal regula-
tions governing SSDI/SSI claims processing. If more time and effort were put forth
to communicate with claimants, and to make the proper decision at the onset, there
would be no need for all these cases to be appealed to the hearings level in the first
place. That in itself would be a huge factor in reducing the hearing backlogs, but
this fact has been greatly ignored. Until you properly devote the time and energy
to look into and reform this crucial part of the problem, the hearing backlogs will
continue to grow at an uncontrollable rate, no matter how much money you give
to the SSA.

Social Security Disability Program Problems—Contributing Burden Factor on Med-
icaid/Social Service Programs For States

There seems to be a relationship, between SSDI claims processing issues/backlogs,
and the need for claimants to also apply for state funded Medicaid/Social Service
programs. Many are forced to file for Medicaid, food stamps and cash assistance,
another horrendous process. For example in New York State, about half the 38,000
people now waiting on disability appeals, for an average of 21 months, are receiving
cash assistance from the state (New York Times 12/10/07). Those who file for these
programs while waiting to get SSDI benefits, in many states, have to pay back the
state out of their meager benefit checks once approved. As a result theyre often
kept below the poverty level, almost never able to better themselves since they can’t
work, and now are forced to rely on both state and federally funded programs in-
stead of just one of them. This practice should be eliminated.

Regulation Is Necessary To Avoid Improper Social Security Disability Claim Filings
Due To State And Private Insurance Company Policies

There is a growing number of claims being filed by people who may not actually
qualify for disability benefits under Social Security guidelines, but who are being
forced to file Social Security Disability/SSI claims by their private disability and
state disability carriers or risk not being eligible for benefits under those programs.
Recently there has been media coverage on this issue which can be found here:
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Insurers Faulted As Overloading Social Security—NY Times—Mary
Williams Walsh—4/1/08

http://www.nytimes.com/2008/04/01/business/01disabled.html

Exhibit D—Letter To Senator Charles Grassley From Disability
Claimant Who Was Required By Private Insurer To File Claim For So-
cial Security Disability Regardless Of Eligibility Or Risk Loss Of Pri-
vate Disability Insurance Benefits—1/21/09

http:/grassley.senate.gov/private/upload/Exhibit-D.pdf

Exhibit E—Letter From SSA Commissioner To FTC Chairman Re-
garding Private Disability Companies Requiring Their Claimants To
File For Social Security Disability Benefits—11/26/08

http:/grassley.senate.gov/private/upload/Exhibit-E.pdf

Congress and the SSA needs to look into this issue and this practice needs
to be stopped immediately as this too greatly adds to the disability backlog
problem. In this case the claimants should not be penalized but the insurance
companies should be.

Lack Of Oversight Which Is Crucial To Resolving The Hearing
Backlogs

It is obvious that for decades oversight of SSA practices has been greatly,
lacking which is one of the major reasons we have the enormous hearing back-
log you are dealing with today. At the hearing you asked the Commissioner why
he was not using the Federal regulations listed above to help the states and
claimants deal with the furlough issue and he had no good answer. The incred-
ibly high denial rates at the initial and reconsideration levels, are highly sus-
pect, and eventual approval of a majority of these cases at the hearing level
proves that lack of oversight at these phases contributes to the hearing backlog
as well. In an editorial letter from SSA Commissioner Astrue dated 8/21/08 to
the Atlanta Journal Constitution in regards to the severe hearing backlogs it
was stated that “We have taken a big step toward resolving that problem by
bringing onboard 175 additional administrative law judges and additional staff
to support them.”

In reality:

At of the end of fiscal year 2007 the amount of ALJ’s available to hear
cases was at 1006, and at the end of fiscal year 2008 the amount of ALJ’s
available to hear cases dropped to 960.13. In fiscal year 2009 there were
in fact only 1056.63 ALJ’s available to hear cases.

Source: Social Security Administration Reports

The 175 new ALJ’s that the SSA Commissioner hired has in reality only added
50 judges over the fiscal year 2007 level. Basically this is still inadequate amount
of ALJ’s, since it does not account for the fact that more judges may continue to
leave for various reasons (retirement etc), and that the level of disability claims con-
tinues to increase instead of decrease, based on past history. The Commissioner has
failed to publicly account for this fact, so he makes it sound like there is going to
be several additional ALJ’s above and beyond previous years, when he is in reality
replacing judges who are leaving and not actually increasing by any substantial
amounts, the number of the additional staff he truly needs. Also very often these
judges have not even been allocated to the areas that have the largest hearing back-
logs and there is no oversight on the SSA Commissioner to make sure they go where
they are needed most. So the likelihood of the claims backlog being resolved with
this so called “fix” is slim to none. In other words “this is like putting a band aid
on a gushing wound.” More investigation of this problem by Congress, the Inspector
General and GAO needs to happen immediately!

Horrendous Customer Service—Where Is The Oversight?

In a January 2007 Harris poll designed to evaluate the services provided by 13
federal agencies, the public rated SSA at the bottom of the public acceptance list
and it was the only agency that received an overall negative evaluation. SSA Field
Offices have lost over 2,500 positions since September 2005 and nearly 1,400 posi-
tions since September 2006. In 2007 SSA Field Offices saw about 43 million visitors
a week, and that number is expected to increase by over a million more in 2008.
Constituents visiting these local Field Offices continue to experience lengthy waiting
times and the inability to obtain assistance via the telephone.
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Here is just a small sampling of some of the major problems with the current So-
cial Security Disability program and State Disability (DDS) offices who process the
initial phase/medical portion of disability claims:

e Severe under staffing of SSA workers at all levels of the program Claimants
waiting for weeks or months to get appointments, and hours to be seen by
caseworkers at Social Security field offices Extraordinary wait times between
the different phases of the disability claims process

Very little or no communication between caseworkers and claimants through-

out the disability claims process before decisions are made.

o Employees being rude/insensitive, not returning calls, not willing to provide
information to claimants or not having the knowledge to do so

e Complaints of lost files and in some states, case files being purposely thrown

in the trash rather than processed properly

Security Breaches—Complaints of having other claimants information im-

properly filed/mixed in where it doesn’t belong and other even worse breaches

Fraud on the part of DDS/OHA offices, ALJ’s, IME’s—purposely manipulating

or ignoring information provided to deny claims, or doctors stating that they

gave medical exams to claimants that they never did.

Claimants being sent to doctors that are not trained properly, or have the

proper credentials in the medical field for the illnesses which claimants are

being sent to them for.

e Complaints of lack of attention/ignoring—medical records provided and claim-
ants concerns by Field Officers, IME doctors and ALJ’s.

o Employees greatly lacking in knowledge of and in some cases purposely vio-
lating Social Security and Federal Regulations (including Freedom of Infor-
mation Act and SSD Pre-Hearing review process).

e Claimants cannot get through on the phone to the local SS office or 800 num-
ber (trying for hours even days)

e Claimants getting conflicting/erroneous information depending on whom they
happen to talk to at Social Security—causing confusion for claimants and in
some cases major problems including improper payments

e Proper weight not being given to claimants treating physicians according to
SISA Federal Regulations when making medical disability determinations on
claims.

e Complaints of ALJ’s “bribing” claimants to give up part of their retro pay
(agreeing to manipulation of disability eligibility dates) or they will not ap-
prove their claims

e Poor/little coordination of information between the different departments and
phases of the disability process

e Complaints of backlogs at payment processing centers once claim is approved

Federal Quality Review process adding even more wait time to claims processing,
increasing backlogs, no ability to follow up on claim in this phase.

NOTE: These complaints refer to all phases of the SSDI claims process including
local field offices, state Disability Determinations offices, CE/IME physicians, Office
of Hearings and Appeals, the Social Security main office in MD (800 number).

Improper CE/IME Medical Exams Ordered By Social Security Result In
Higher Rate Of Denials, Hearings And Appeals

Too much weight at the initial time of filing, is put on the independent medical
examiner’s opinion of a claim. CE/IME examiners are paid a fee by Social Security
for each person they see, so the more claimants they process, the more money they
make. Often times they are caught saying they performed exams that they in fact
never performed, make mistakes, or make false, misleading statements about claim-
ants. Many times the DDS offices or ALJ’s are sending claimants to doctors that
have very limited knowledge of their specific health conditions, who are not special-
ists, or even the proper type of doctor, to be examining a claimant for the type of
medical conditions that they have. These doctors have no real idea how a patient’s
medical problems affect their lives after only a brief visit with them, and yet their
opinion is given greater authority than a claimant’s own treating physician who sees
them in a much greater capacity? Something is way out of line with that reasoning,
yet it happens every day. Even though a claimant’s treating physicians are supposed
to be given greater weight in decision making, this is often not the case. Whenever
SSA required medical exams are necessary, they should only be performed by board
certified independent doctors who are specialists in the disabling condition that a
claimant has (example—Rheumatologists for autoimmune disorders, Psychologists
and Psychiatrists for mental disorders). Common sense dictates that these poorly
executed, and often unnecessary, medical exams result in a waste of time, money
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and energy, for both the claimants and the SSA, especially when the claimant ends
up appealing a denial based on these improper SSA ordered examinations.

Utilize Hearing On The Record/Pre-Hearing Review Option To Reduce
Backlogs

More emphasis and support staff need to be devoted to the pre-hearing review
process which could greatly reduce the current hearing backlog. This would obvi-
ously and should require more communication between hearing office staff and
claimants or their representatives to update case files. Once the files have been up-
dated, many would be able to be decided solely on the records in the file without
having a full hearing in front of an ALJ.

Changes/Proper Funding Necessary For SSA To Accomplish It’s Goals And
Properly Serve Disabled Americans

I continually hear talk at these hearings about increasing the funding for the
SSA, and you asking witnesses for answers, on how much the SSA will need to fix
the current problems, and prevent new ones from arising in the future. One thing
is said at the hearings, but when push comes to shove to vote for the SSA budget
money, other programs or projects become higher priority, even though properly
funding the SSA is literally a matter of life and death for millions of Americans.
Nothing is more important than the health and well being of the American people,
and as elected officials it is crucial that you never lose sight of that priority! Still
I see that the SSA is under funded almost every year, and there is a continued chal-
lenge to get the money that the SSA requests. SSA should not have to compete each
year for funding with the Departments of Labor, HHS and Education which are
highly publicized and therefore, often more popular programs. All money that is
taken out of American’s paychecks for Social Security should not be allowed to be
used for anything else other than to administer the program and pay out benefits
to the American people.

As stated in the previous testimony provided by Witlold Skierwczynski—Presi-
dent—National Council Of Social Security Administration Field Operation Locals to
the House Ways And Means Committee on 4/23/08 it is recommended that:

Congress should enact off budget legislation including SSA administrative ex-
penses with benefits which are already off budget. Congress should retain ap-
propriations and oversight authority albeit unencumbered by artificial budget
caps and scoring restrictions.

Congress should enact legislation requiring the Commissioner to submit the
SSA appropriation request directly to Congress.

Congress should support the House Budget Committee recommendation to in-
crease the SSA administrative budget by $240 million over the President’s
budget request.

Social Security Disability Claimants Face Permanent Devastation And
Death Resulting From The SSDI Claims Process

Social Security Disability is an insurance policy which was created to be a safety
net for millions of disabled Americans, and for many such as myself, it has become
their only lifeline for survival. Unbearable stress, severe depression and suicidal
thoughts are very common side effects of the disability claims process. I know this
not only from my own personal experience, but from thousands of others that have
contacted me to tell me their horror stories. The abuse and worry that applicants
are forced to endure, causes even further irreparable damage to their already com-
promised health, and is totally unacceptable. Due to the total devastation on their
lives and health as a result of the SSDI claims process, use of the SS Ticket to Work
program, or any future chance of possibly getting well enough to return to the work
force, even on a part time basis, becomes totally out of the question. Plus there is
always the stress of having to deal with the SS Continuing Disability Review Proc-
ess every few years, where the threat of having your benefits suddenly cut off con-
stantly hangs over your head.

I must report with great sadness and disgust, that all these hearings have not
brought about much progress, if any at all, and things continue to worsen by the
day. In our country you’re required to have auto insurance in order to drive a car,
you pay for health insurance, life insurance etc. If you filed a claim against any of
these policies, after making your payments, and the company tried to deny you cov-
erage when you had a legitimate claim, you would be doing whatever it took, even
suing, to make them honor your policy. Yet the government is denying Americans
their right to legitimate SSDI benefits everyday and this is an outrage! I continually
hear you talk about hearing waiting times 200 days vs 600 days, like it was nothing
but a number. Everyday that a disabled American must wait for their benefits, is
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a day that their life hangs on by a thread, or worse yet, they do not survive. The
stress from that alone is enough to kill anyone. Since it has been proven over the
years that the average American has about two weeks worth of savings, anything
over a 14 day waiting period in any phase of the SSDI process is totally unaccept-
able. Cutting hearing wait times down to even 30 days, is nothing to tout as some
great accomplishment on your part, as it still puts claimants lives in jeopardy. If
any other private company/organization operated with as poor customer service, and
processing times that the SSA currently does, subjecting people to hours, days,
weeks, months, and worse yet years, to get their issues resolved, all employees
would be fired, and they would be shut down within weeks. Nobody would even at-
tempt to give them their business, yet Americans are held hostage to the SSA since
they are required to pay for their services out of their wages, and rightfully expect
to get what they have paid for. This is outrageous when something this serious, and
a matter of life and death, could be handled in such a poor manner. Common sense
would also lead you to the conclusion, that there is a strong correlation between the
crisis that disabled Americans face while trying to get their benefits, and the hous-
ing, and economic meltdown this country is in the midst of. I challenge anyone of
you to try and live for more than two weeks, not relying on your assets (since many
SSDI applicants lose all their assets while waiting for a decision on their claims),
with absolutely no income, and see how well you survive. Also keep in mind that
you are not disabled on top of it, which adds its own challenges to the problem.
Based on my own experience, and the experiences of thousands of others which have
been shared with me, and current conditions, I firmly believe that the SSDI/SSI pro-
gram is structured to be very complicated, confusing, and with as many obstacles
as possible, in order to discourage and suck the life out of claimants, hoping that
they “give up or die” trying to get their disability benefits! The statistics at the be-
ginning of this testimony back up my statement:

Disabled Americans Unite For Reform Of Social Security Disability Insurance
Program

The Social Security Disability Coalition, of which I am President/Co-Founder,
is made up of Social Security Disability claimants and recipients from all over
the nation. It was born out of the frustration of my own experience, and the
notion that others may be dealing with that same frustration. I was proven to
be totally correct beyond my wildest imagination. Our group is a very accurate
reflection and microcosm of what is happening to millions of Social Security Dis-
ability applicants all over this nation. We fill a void that is greatly lacking in
the SSDI/SSI claims process. While we never represent claimants in their indi-
vidual cases, we are still able to provide them with much needed support and
resources to guide them through the nebulous maze that is put in front of them
when applying for SSDI/SSI benefits. In spite of the fact that the current sys-
tem is not conducive to case worker, client interaction other than the initial
claims intake, we continue to encourage claimants to communicate as much as
possible with the SSA in order to speed up the claims process, making it easier
on both the SSA caseworkers and the claimants themselves. As a result we are
seeing claimants getting their cases approved on their own without the need for
paid attorneys, and when additional assistance is needed we connect them with
FREE resources to represent them should their cases advance to the hearing
phase. We also provide them with information on how to access available assist-
ance to help them cope with every aspect of their lives, that may be affected
by the enormous wait time that it currently takes to process an SSDI/SSI claim.
This includes how get Medicaid and other State/Federal programs, free/low cost
healthcare, medicine, food, housing, financial assistance and too many other
things to mention here. We educate them in the policies and regulations which
govern the SSDI/SSI process and connects them to the answers for the many
questions they have about how to access their disability benefits in a timely
manner, relying heavily on the SSA website to provide this help. If we as dis-
abled Americans, who are not able to work because we are so sick ourselves,
can come together, using absolutely no money and with very little time or effort
can accomplish these things, how is it that the SSA which 1s funded by our tax-
payer dollars fails so miserably at this task?

Social Security Disability Coalition—offering FREE information and sup-
port with a focus on SSDI reform.
http://groups.google.com/group/socialsecuritydisabilitycoalition

Please visit the Social Security Disability Coalition (ARCHIVE) website, or the So-
cial Security Disability Reform petition website:
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Archive Of Old Social Security Disability Coalition MSN Group
Website

http:/ssdcoalitionarchive.multiply.com

Sign the Social Security Disability Reform Petition—read the horror sto-
ries from all over the nation:

http://www.petitiononline.com/SSDC/petition.html

At these two sites you will see thousands of stories and over 8000 signatures and
comments on our petition, from disabled Americans whose lives have been harmed
by the Social Security Disability program. You cannot leave without seeing the ex-
cruciating pain and suffering that these people have been put through, just because
they happened to become disabled, and went to their government to file a claim for
disability insurance that they worked so very hard to pay for.

Fraud/Program Integrity—The Stigma Encountered By Social Security Dis-
ability Claimants

SSDI is not welfare, a hand out, reward, golden parachute or jackpot by any
means, and most people would be hard pressed to survive on it. Yet, often claimants
are treated like criminals—viewed as frauds trying to scam the system, and that
the SSA must “weed out” them out by making it as hard as possible to get benefits.
Yes, I'm well aware as I write this, that there’s some who've abused the system and
that’s a shame, because it casts a bad light on those who really need this help. The
percentage of claims that in fact, aren’t legitimate is very miniscule. In March 2009,
the average monthly Social Security Disability Insurance (SSDI) benefit was only
$1061.86. Nobody in their right mind would want to go through this process, and
end up living in poverty on top of their illnesses, if they could in fact work. I have
heard nothing in these hearings or this hearing today that addresses the fraud on
the part of the Federal Government used to deny deserving claimants their benefits.
I have heard nothing about the rubber stamping of denials, the tossing out of claim-
ant files, the security breaches of highly sensitive data, the total disregard of over-
whelming evidence by claimants treating physicians, subjecting claimants to unnec-
essary fraudulent CE/IME exams, and the cases of ALJ’s “bribing” claimants to give
up years of back benefits or they will not approve them. All these things are crimi-
nal at best. Most Americans do not know their rights under the law, that they are
allowed to get copies of their SSA claim files. If more people exercised this right,
they would be horrified to know what was happening behind their backs, and the
true perpetrators of fraud would come to light. in a major way. The SSA currently
spends way more resources to evaluate cases (Federal Quality Review Process) that
are approved, more than any that are denied unjustly.

In closing, in spite of my own horrible experience, I have vowed to do everything
humanly possible to get total reform of the Social Security Disability program so
that nobody else will ever have to endure the hell that I have had to. I ask that
you please:

Introduce and pass the: Fullerton—Edwards Social Security Dis-
ability Reform Act:

http://groups.google.com/group/socialsecuritydisabilitycoalition/
web/fullerton-edwards-social-security-disability-reform-act

Since my time is quickly running out, I hope you will join me soon in my quest
to accomplish this final lifetime goal, to make our country a better place for our
most vulnerable citizens. Thank you for your time and consideration.

Sincerely,

Linda Fullerton—President/Co-Founder—Social Security Disability Coali-
tion
Social Security Disability Nightmare—It Could Happen To You!

http://www.frontiernet.net/~lindaf1/SOCIALSECURITYDISABILITYNIGHT
MARE.html
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Statement of The Huntington Disease Society of America

On behalf of the Huntington Disease Society of America (HDSA), thank you to
Chairman Tanner, Ranking Member Johnson, and distinguished Members of the
Subcommittee for holding this important hearing and for the opportunity to submit
written testimony today.

Filing for Social Security Disability Insurance (SSDI) is a complex, burdensome
process, especially for those living with a rare disease such as Huntington’s Disease
(HD). HD is a genetic neurodegenerative disease that causes total physical and
mental deterioration over a 10 to 25 year period. The disease affects 30,000 Ameri-
cans, while another 250,000 are at risk of inheriting it from an affected parent.
Symptoms of HD can include involuntary movement, dementia, obsessive-compul-
sive behavior, depression, mood swings, inability to concentrate and immobility.
There is currently no cure for HD, and while medications may temporarily reduce
the intensity of some symptoms, none halt the progression of the disease. Eventu-
ally, every person diagnosed with HD will lose the ability to live independently as
the disease advances and ultimately claims their life.

Documenting a disability like HD can be difficult because of the complexity of
problems that prevent an individual from working. Given the often subtle onset of
symptoms, it is hard to pinpoint exactly when a person with HD first became dis-
abled. Further, the neurological listings under the Disability Evaluation Under So-
cial Security, (also known as the Blue Book), have not been comprehensively revised
in more than 20 years. As a result, people with HD who apply for Social Security
disability benefits experience numerous delays and denials due to the continued use
of outdated and insufficient medical criteria.

The symptoms of HD that are absent from the current listing and result in the
highest incidence of delays and denial of benefits are behavioral and cognitive im-
pairments. These impairments include distortions of mood, and perception. Under
the current Blue Book listing, HD is referred to as “Huntington’s Chorea,” a name
that captures the physical impairments typical of the latter stages of the disease
but fails to recognize the triad of symptoms that include the less profound but
equally debilitating cognitive and behavioral symptoms now widely accepted as
characteristic of HD. Since HD affects each individual differently, these declines are
often more debilitating than motor abnormalities. Despite this fact, the lack of visi-
ble dysfunction of motor abnormalities has caused many people affected by HD to
remain undiagnosed and unable to receive badly needed benefits. A revised defini-
tion that captures the complex nature of the disease and its many emotional and
cognitive manifestations beyond the “chorea” is needed to reduce the number of
delays and reapplications of genuinely disabled HD individuals.

In 2004, the SSA began a formal rule-making process to revise the medical cri-
teria for all neurological conditions; a process that has been plagued with ongoing
delays. According to SSA personnel the proposed final guidelines will be issued no
sooner than December 2010 with implementation likely to occur in 2012. The pri-
mary source of the delay is SSA need to revise the criteria for all neurological condi-
tions.We believe that in order to successfully facilitate HD applicants through the
disability process, clear and separate guidelines for determining disability due to
HD are needed. By separating the guidelines for HD from the general neurological
listings, the unique symptoms of HD will be identified and addressed. The backlog
of disability claims will be decreased by allowing HD individuals to apply one time
for disability rather than force them to make multiple applications.

In furtherance of this goal, Representatives Bob Filner (D) and Brian Bilbray (R)
of California introduced H.R. 678, the Huntington’s Disease Parity Act of 2009. This
legislation would direct the SSA to immediately revise the medical criteria for deter-
mining disability as a result of HD.It would also eliminate the two year waiting pe-
riod.Currently, there are 56 Representatives who have cosponsored H.R.678.

As Congress and SSA look for ways to reduce the growing backlog of disability
claims, we ask that the Administrator expedite the rule-making process, and update
the medical criteria and outdated guidelines for HD. Updating the medical criteria
of HD will support SSA’s efforts to make timely and accurate disability determina-
tions. Further, updating the guidelines would save time, money, resources and emo-
tional energy on the part of the Social Security Administration and the individuals
and families it serves who suffer the effects of this disease. Thank you again for
holding this important hearing and for the opportunity to provide Members of the
Subcommittee with written testimony this afternoon.

O
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