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EXECUTIVE SUMMARY

In the Personal Responsibility and Work Opportunity Reconciliation Act of 1996 (Public Law 104-193),
the Congress required the Commissioner of Social Security to report annually to the President and to the
Congress on the status of the Supplemental Security Income (SSI) program. A required element of these
reports is to provide projections of program participation and costs through at least 25 years. This report is
the ninth of such reports, and following are its major highlights and findings.

Highlights of the SSI Program

Major Findings of the Report Disabled 65

The SSI program is a nationwide Federal assistance program administered by the Social Security
Administration (SSA) that guarantees a minimum level of income for needy aged, blind, or disabled
individuals. It acts as a safety net for individuals who have little or no Social Security or other income
and limited resources.

In January 2005, 6.8 million individuals

received monthly Federal SSI payments aver- SSI Federal Payments, Calendar Year 2004
aging $404 versus 6.6 million with an average $34.2 billion
payment of $393 in January 2004.
Disabled
Federal expenditures for cash payments under unf;:,r is
the SSI program during calendar year 2004 18%

increased 3.8 percent to $34.2 billion, and the
cost of administering the SSI program in fiscal
year 2004 increased 5.6 percent to
$2.8 billion. In 2003 the corresponding Fed-
eral expenditures and cost of administering

Disabled
the SSI program were $32.9 billion and $2.7 ‘l‘zg;d 18-64
billion, respectively. ’ 62%

or older

By 2029, the end of the 25-year projection 8%
period, the Federal SSI recipient population is
estimated to reach 8.7 million. The projected
growth in the SSI program over the 25-year period is largely due to the overall growth in the U.S.
population. The rate of participation is projected to vary somewhat by age group, with the overall par-
ticipation of the 65 or older age groups projected to decline and the participation of the under 65 age
groups projected to increase slightly.

Expressed as a percentage of the total U.S. population, the number of Federal SSI recipients remained
essentially level at 2.2 percent in 2004, and is projected to increase gradually to 2.4 percent of the
population by 2029.

Federal expenditures for SSI payments in calendar year 2005 are estimated to increase by $2.2 billion
to $36.4 billion, an increase of 6.4 percent from 2004 levels.

In constant 2005 dollars, Federal expenditures for SST payments are projected to increase to $45.8 bil-
lion in 2029, a real increase of 1.1 percent per year.

When compared to the Gross Domestic Product (GDP), Federal SSI expenditures are projected to
decline over time, from the current level of 0.29 percent of GDP in 2004 to 0.24 percent of GDP by
2029.
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I. INTRODUCTION

The Supplemental Security Income (SSI) program was established by Congress in 1972, with payments
beginning in January 1974. It is administered by the Social Security Administration (SSA). SSI replaced
the former Federal-State programs of Old-Age Assistance (OAA), Aid to the Blind (AB), and Aid to the
Permanently and Totally Disabled (APTD) in the 50 States and the District of Columbia. Residents of the
Northern Mariana Islands became eligible for SSI in January 1978.

Under the SSI program, each eligible person living in his/her own household and having no other count-
able income is provided in 2005 a monthly Federal cash payment of $579 ($869 for a couple if both mem-
bers are eligible). Since 1975, these Federal SSI benefit rates have been increased by applying the same
cost-of-living adjustment that has been applied to benefits under the Old-Age, Survivors, and Disability
Insurance (OASDI) program. In addition to setting a Federal benefit standard, the legislation establishing
SSI also permitted individual States to supplement the Federal payment with an additional monthly
amount. As described in section III, these State supplementation payments can be either voluntary at the
option of the individual States or, in certain cases, mandatory under requirements in effect when the SSI
program began.

Under section 231 of the Personal Responsibility and Work Opportunity Reconciliation Act of 1996, the
Commissioner of Social Security is required to submit a report on the SSI program to the President and
Congress no later than May 30 of each year. This is the ninth annual report on the SSI program. The legis-
lative mandate requires that the report include:

* A comprehensive description of the SSI program;

* Historical and current data relating to (1) claims intake and dispositions at all levels of decision mak-
ing; (2) demographic information about recipients, including program cost and prior enrollment in
other public benefit programs; (3) redeterminations, continuing disability reviews, and utilization of
work incentives; (4) administrative costs; and (5) State supplementation program operations;

» 25-year projections of future participation rates and program costs;
* A historical summary of statutory changes to title XVI of the Social Security Act; and

* Summaries of any relevant research on the SSI program by SSA or others.

In addition, the legislation specified that the report may include views of the SSI program by the Social
Security Advisory Board.

Much of the required information is the subject of extensive ongoing research. In responding to each of the
specific requests for information, every effort has been made to provide the best information available at
this time. SSA will continue to make improvements upon such information, in order to provide the Presi-
dent and Congress with the input necessary to effectively manage this important part of our society’s
social safety net.
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II. HIGHLIGHTS

The Supplemental Security Income (SSI) program is a nationwide Federal assistance program adminis-
tered by the Social Security Administration (SSA) that guarantees a minimum level of income for needy
aged, blind, or disabled individuals. This section presents highlights of recent SSI program experience, a
summary of important changes to the program in the last year, a discussion of current issues facing the SSI
program, and a summary of the key results from the 25-year projections.

A. RECENT PROGRAM EXPERIENCE

SSI program experience during the past year included the following:

During calendar year 2004, 1.9 million individuals applied for SSI benefits based on blindness or dis-
ability, an increase of 8 percent over 2003. An additional 138 thousand applied for SSI benefits based
on age, an increase of 2 percent from 2003. In 2004, 862 thousand applicants were awarded SSI ben-
efits, an increase of 4 percent over the 828 thousand awarded benefits in 2003.

On average during calendar year 2004, 6.7 million individuals received Federal SSI benefits on a
monthly basis. This group was composed of 1.1 million aged recipients, 5.5 million disabled recipi-
ents, and 71 thousand blind recipients. Of the 5.5 million blind or disabled recipients, 0.7 million
were aged 65 or older. During the year, 7.6 million aged, blind, or disabled individuals received at
least 1 month’s Federal SSI benefit.

Federal expenditures for cash payments under the SSI program in calendar year 2004 totaled $34.2
billion, up from $32.9 billion in 2003.

On average during calendar year 2004, 2.5 million individuals received Federally-administered State
supplementary payments on a monthly basis. This group was composed of 0.6 million aged recipi-
ents, 1.9 million disabled recipients, and fewer than 50 thousand blind recipients. During calendar
year 2004, 2.8 million individuals received at least 1 month’s Federally-administered State supple-
mentary payment.

State expenditures for Federally-administered supplements, excluding fees for Federal administration,
totaled $4.2 billion in calendar year 2004, up from $4.0 billion in 2003.

The percentage of SSI recipients participating in direct deposit more than doubled from 24 percent in
1995 to 49 percent in 2000, and has continued to increase, reaching 54 percent in 2004.

The cost of administering the SSI program in fiscal year 2004 was $2.8 billion, which was roughly
7 percent of total Federally-administered SSI expenditures.

In January 2005, 7.0 million individuals received Federally-administered monthly SSI benefits aver-
aging $436. Of these, 6.8 million received monthly Federal SSI payments averaging $404, and
2.2 million received monthly State supplementation payments averaging $153.

B. SSI LEGISLATION SINCE THE 2004 ANNUAL REPORT

Since the 2004 SSI Annual Report was transmitted to the President and Congress on May 28, 2004,
there have been no legislative changes enacted that would have a significant effect on Federal expen-
ditures made under the SSI program.
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C. CURRENT ISSUES FACING THE SSI PROGRAM

Since last year’s annual report, the SSI program has continued to meet its objective by providing cash
assistance to almost seven million of the nation’s most vulnerable aged, blind and disabled individuals.
But as the SSI program continues to play a crucial role in the lives of these beneficiaries, it must also con-
tinue to evolve in a manner that allows for efficient program administration and results-oriented outcomes.
To this end, SSA continues to work on program integrity, SSI simplification, and other long-term objec-
tives.

Stewardship Issues

SSA continues to address program integrity through steady progress in carrying out the Corrective Action
Plan, as implemented through the ongoing efforts of the SSI Improvement Team. Under the Team’s direc-
tion, SSA has studied the use of touch-tone and voice recognition telephone technology in the reporting of
monthly wages, and is also evaluating the use of a centralized unit for wage reporting as opposed to local-
ized, field office collection of such information. Final evaluation of the automated telephone study showed
the dollar accuracy of reported wages to be 92.2 percent, as compared to a 75.5 percent accuracy rate for
wage estimates on the Supplemental Security Record (SSR) before the reports. The one-year centralized
wage reporting pilot began in January 2005. Both of these studies are part of SSA’s effort to find the most
efficient and user-friendly manner in which beneficiaries and deemors can report earnings.

Another study has focused on access to information held by financial institutions—an automation of the
bank account verification process currently used to evaluate an applicant’s accounts against the SSI
resource limits. Using a third-party vendor to electronically request bank account information on SSI
applicants, SSA was able to secure participation of 74 percent of all financial institutions within the New
York/New Jersey demonstration area, including 23 of the 24 largest national institutions. By utilizing data
supplied through the electronic exchanges, SSA found undisclosed accounts in more than 15 percent of
cases. The Agency is expanding the study based on the initial results, and working to identify common
case characteristics that might lead to a more targeted and efficient approach for uncovering unreported
bank accounts.

The Continuing Disability Review (CDR) process continues to play an important role in assuring that only
those persons who meet the standard of disability under the law stay on the benefit rolls. In FY 2004, SSA
conducted under its centralized process over 575,000 SSI-only CDRs, an increase of 51,000 over FY
2003. SSA estimates that the present value of lifetime SSI program savings resulting from these CDRs
conducted in the past year will be close to $2 billion. Redeterminations (in which all factors of eligibility
other than disability are reevaluated) also perform an important stewardship role. For FY 2004, SSA com-
pleted more than 2.2 million redeterminations, with an estimated $2.18 billion in savings (with consider-
ation of overpayment recovery and future overpayment prevention) to the SSI program.

Finally, stronger debt collection tools have aided SSA in the recovery of outstanding SSI overpayments.
Cross-program recovery—the collection of an SSI overpayment through withholding of Social Security
benefits—has led to the collection of $138 million in the period since the program’s inception (April 2002)
through FY 2004. Expansion of this program, based on new legislative authority provided under the Social
Security Protection Act of 2004 (P.L. 108-203), is now allowing collection from Social Security benefits
even if the overpaid individual remains eligible for SSI. In addition to the cross-program recovery meth-
ods, credit bureau referrals and administrative offset have contributed substantially to SSA’s efforts to pro-
tect taxpayer funds.

An indication of the progress that SSA is making in its stewardship of the SSI program can be found in the
results of OMB’s Program Assessment Rating Tool (PART). The PART is a systematic method of assess-
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ing the performance of programs across the Federal Government. It is a diagnostic tool used to identify
program strengths and weaknesses in four areas: (1) program purpose and design; (2) performance mea-
surement, evaluations, and strategic planning; (3) program management; and, (4) program results. In 2004,
the SSI program was examined using PART, and the results were published in the President’s FY 2006
Budget. Under the PART rating system, the SSI program was found to be “moderately effective,” which is
the second highest of four PART effectiveness measures. Most important, however, OMB’s PART findings
regarding SSI issues for areas of the SSI program that require improvement are consistent with issues that
have been identified and addressed in the SSI Corrective Action Plan.

Legislative Proposals and Regulatory Changes

In continuing efforts to improve and simplify the SSI program, the President’s FY 2006 budget includes a
number of SSI related legislative proposals. These proposals would: 1) eliminate the dedicated account
requirement in situations where a disabled child lives with his/her representative payee parent; 2) treat
most cash military compensation as earned income for SSI purposes; 3) require a quality assurance review
for 50 percent of SSI disability and blindness allowance determinations; and 4) for refugees and other non-
citizens in refugee-like situations, temporarily expand from 7 to 8 years the length of time-limited eligibil-
ity for SSI benefits.

Other developments within the SSI program have focused on regulatory efforts to simplify the consider-
ation of income and resources. Effective March 9, 2005, SSA changed several rules related to SSI eligibil-

1ty:
¢ Clothing has been eliminated from the definitions of income and in-kind support and maintenance;

e The dollar value limit on the exclusion of household goods and personal effects has been removed,;
and,

* One automobile has been completely excluded from resources, if used to provide necessary transpor-
tation.

Meeting the Needs of Beneficiaries

As the analysis and debate about Social Security reform continues, issues relating to the SSI program may
also need to be addressed. Since its inception, SSI has acted as an adjunct to the Old-Age, Survivors, and
Disability Insurance (OASDI) programs in that SSI benefits were designed to fill the income needs of
aged, blind, or disabled individuals who either did not receive OASDI or whose OASDI benefit amounts
were below a level specified by Congress as a minimum floor of income. The Ways and Means Committee
stated in its report on H.R. 1, the Social Security Amendments of 1972 (P.L. 92-603) that SSI was designed
to meet the basic needs of “people who because of age, disability or blindness are not able to support
themselves through work (and who) may receive relatively small Social Security benefits.” Contributory
social insurance, the Committee concluded, “must be complemented by an effective assistance program.”!
Because SSI was intended to work in conjunction with the OASDI program as it existed in 1972, and as
the programs’ relationship is unchanged since then, the purpose and design of the SSI program may need
to be updated if Social Security reform results in substantive OASDI program changes.

I Committee on Ways and Means Report on H.R. 1, p. 147, May 26, 1971.
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D. KEY RESULTS FROM THE 25-YEAR PROJECTIONS
The major findings in the 25-year projections prepared for this report are summarized below:

* Following small declines in the SSI recipient population in the late 1990s due to the combined impact
of Public Law 104-121 and Public Law 104-193, modest growth in the SSI rolls resumed in 2000, and
is expected to continue throughout the projection period largely due to the growth in the U.S. popula-
tion. By 2029, the Federal SSI recipient population is estimated to reach 8.7 million. Expressed as a
percentage of the total U.S. population, the number of Federal SSI recipients is projected to increase
slightly from 2.2 percent of the population in 2004 to 2.4 percent by 2029.

* Federal expenditures for SSI payments in calendar year 2005 are estimated to increase by $2.2 billion
to $36.4 billion, an increase of 6.4 percent from 2004 levels. In constant 2005 dollars, SSI program
outlays are projected to increase to $45.8 billion in 2029, a real increase of 1.1 percent per year.

* When compared to the Gross Domestic Product (GDP), Federal SSI expenditures are projected to
decline over time, from the current level of 0.29 percent of GDP in 2004 to 0.24 percent of GDP by
2029.
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1. THE SUPPLEMENTAL SECURITY INCOME PROGRAM

This section presents a brief history and comprehensive description of the SSI program. This section also
includes information on the administration of the program and coordination with other programs.

A. BACKGROUND

Federal entitlement programs for the aged, blind, or disabled have their roots in the original Social Secu-
rity Act of 1935. That Act established an old-age social insurance program to be administered by the Fed-
eral Government and an old-age means-tested assistance program to be administered by the States. Similar
programs for the blind or disabled were added to the Act in later years. Means-tested assistance provided a
safety net for individuals who were either ineligible for Social Security or whose benefits could not pro-
vide a basic level of income.

This means-tested assistance comprised three separate programs—OId-Age Assistance (OAA), Aid to the
Blind (AB), and Aid to the Permanently and Totally Disabled (APTD). Despite substantial Federal financ-
ing, these programs were essentially State programs. Federal law established only broad guidelines for
assistance. The Federal Government provided matching funds to support whatever payment levels the
States established, with no maximum or minimum standards. Consequently, each State was responsible for
setting its own standards for determining who would get assistance and how much they would receive.

Beginning in the early 1960s, this State-operated, Federally-assisted welfare system drew criticism that
was directed at the “crazy quilt” eligibility requirements and payment levels. Other criticism centered on
specific requirements, such as lien laws and provisions that required certain relatives to bear responsibility
for the maintenance of needy family members.

Responding to these concerns, Congress passed and the President approved the SSI program in 1972,
reversing the Federal and State roles with regard to adult assistance. Under the new arrangement, SSI
would provide a uniform Federal income floor while optional State programs supplemented that floor. The
new program was historic in that it shifted from the States to the Federal Government the responsibility for
determining who would receive assistance and how much assistance they would receive.

B. THE BASIC PLAN

The main objective of the SSI program is to provide the basic cash support of needy aged, blind, or dis-
abled individuals. Congress designed the SSI program based on the following principles:

» Eligibility requirements and benefit standards that are nationally uniform and eligibility determina-
tions based on objective criteria;

* An assistance source of last resort for the aged, blind, or disabled whose income and resources are
below specified levels;

* Incentives and opportunities for those recipients able to work or to be rehabilitated that would enable
them to reduce their dependency on public assistance;

¢ An efficient and economical method of providing assistance;

* Inducements to encourage States to provide supplementation of the basic Federal benefit and protec-
tion for former recipients of State adult assistance programs who were converted to the SSI program;
and
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* Appropriate coordination of the SSI program with the food stamp, medical assistance, and other pro-
1
grams.

C. UNIFORM STANDARDS AND OBJECTIVE CRITERIA

Prior to the SSI program, the eligibility of aged, blind, or disabled individuals for Federally-funded adult
assistance depended on the State in which they lived. Benefit amounts varied from State to State. The SSI
program replaced the State-run programs with a national program with uniform standards and objective
eligibility criteria. These standards include:

* A uniform limitation on the dollar amount or value of income and resources that an individual can
have and still qualify for SSI assistance. The countable income limits for individuals and couples are
equal to their respective Federal benefit rates? and hence are increased annually according to changes
in the cost of living. Effective January 1, 2005, the Federal benefit rate is $579 a month for individu-
als and $869 a month for couples. The resource limit is $2,000 in countable resources for individuals
and $3,000 for couples.

* A uniform standard of 65 as the minimum age requirement for assistance based on age.

* A uniform definition of disability and blindness. The definitions for individuals 18 or older are the
same as those used for the Social Security Disability Insurance program. In order to be considered
disabled, an individual must have a medically determinable physical or mental impairment which is
expected to last or has lasted at least 12 continuous months or is expected to result in death and (1) if
18 or older prevents him/her from doing any substantial gainful activity3 or (2) if under 18 results in
marked and severe functional limitations. However, individuals for whom addiction to drugs or alco-
holism is a contributing factor material to the determination of their disabilities are not eligible for
benefits. In order to be considered blind, an individual must have central visual acuity of 20/200 or
less in the better eye with the use of a correcting lens or have tunnel vision of 20 degrees or less.

e Uniform standards for citizenship and residency. In order to be eligible for SSI, an individual
must be a citizen (or national) of the United States, an American Indian born in Canada
who is under section 289 of the Immigration and Nationality Act (INA), an American Indian
born outside the United States who is a member of a Federally recognized Indian tribe under sec-
tion 4(e) of the Indian Self-Determination and Education Assistance Act, a noncitizen who was
receiving SSI benefits on August 22, 1996, or be a qualified alien in one of the following categories:

— Certain noncitizens who are blind or disabled and were lawfully residing in the United States on
August 22, 1996;

— Refugees (eligibility generally limited to the 7-year period after their arrival in the United
States);

— Asylees (eligibility generally limited to the 7-year period after the date they are granted asylum);

! For example, as explained in section IIL.H, SSI recipients in most States are also automatically eligible for Medicaid, which generally provides for their
medical needs.

2 See table IV.A2 for historical and estimated future Federal benefit rates.

3 “Substantial gainful activity” (SGA) is used to describe a level of work activity that is both substantial—i.e., involves the performance of significant
physical and/or mental duties which are productive—and gainful—i.e., performed for remuneration or profit. SGA rules do not apply to the SSI blind. Gen-
erally earnings from work activity of over $830 a month is evidence of ability to engage in SGA. If an SSI applicant is earning over $830 a month, he/she
generally would not be considered disabled. However, if an SSI recipient is earning over $830 a month, he/she could continue to be eligible for SSI. (See
“Incentives for Work and Opportunities for Rehabilitation” section IIL.E.) The SGA level of $830 was increased from $810 effective January 1, 2005 (69 FR
62502). Increases in the SGA level in subsequent years will be based on increases in the national average wage index.
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— Noncitizens who have had their deportations withheld under section 243(h) of the INA as in
effect prior to April 1, 1997, or who have had their removals withheld under section 241(b)(3) of
the INA (eligibility generally limited to the 7-year period after the date that deportation or
removal is withheld);

— Cuban and Haitian entrants as defined by Federal statute, including: 1) Section 501(e) of the
Refugee Education Assistance Act of 1980; 2) former parolees and other aliens who became res-
idents under the Cuban Adjustment Act of 1966; 3) aliens who became permanent residents
under the Nicaraguan and Central American Relief Act; and 4) aliens who became permanent
residents under the Haitian Refugee Immigration Fairness Act (eligibility for these categories is
generally limited to the 7-year period after the date that entrant status is granted);

— Amerasian immigrants admitted pursuant to section 584 of the Foreign Operations, Export
Financing, and Related Programs Appropriations Act, 1988, and subsequent amendments (eligi-
bility generally limited to the 7-year period after their arrival in the United States);

— Noncitizen active duty Armed Forces personnel, honorably discharged veterans, and their
spouses and dependent children; or

— Lawful permanent residents who have earned, or can be credited (from their spouses or parents)
with, 40 qualifying quarters of earnings.

Note: Qualified alien status includes noncitizens (or their parents or children) who have been battered
or subjected to extreme cruelty in the United States by a spouse or parent (or a member of the
spouse’s or parent’s family) with whom they live, and who have an approved petition, or have a peti-
tion pending, setting forth a prima facie case for adjustment of their immigration status. A complete
list of noncitizens who are considered qualified aliens can be found in the Glossary under “Qualified
Alien”. However, to be eligible to receive SSI benefits, these noncitizens also must be in one of the
categories listed above.

Finally, certain noncitizens may be eligible for SSI regardless of their immigration status if they have
been determined to be victims of trafficking in persons in the United States!. Such individuals are
treated for SSI purposes as refugees. That is, they are eligible for SSI for 7 years after a determination
is made that they are trafficking victims.

In addition to having to be a U.S. citizen (or national) or in one of the potentially eligible noncitizen
categories, an individual must reside in the 50 States, the District of Columbia or the Northern Mari-
ana Islands. An individual also must be physically present in the United States? for 30 consecutive
days, if he/she had been outside of the United States for 30 or more consecutive days. There are two
exceptions to the residency and physical presence requirements:

— Blind or disabled children who are citizens of the United States may continue to be eligible for
payments if they are living outside the United States with a parent who is on duty as a member of
the U.S. Armed Forces. This exception also applies to blind and disabled children of military
personnel who are born overseas, become blind or disabled overseas or applied for SSI benefits
while overseas.

! Generally defined as the recruitment, harboring, transportation, provision, or obtaining of a person for labor or services through the use of force, fraud, or
coercion for the purpose of subjection to involuntary servitude, peonage, debt bondage, or slavery.

2 Fifty States, the District of Columbia or the Northern Mariana Islands.
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— Students studying abroad for not more than 1 year also may continue to be eligible for payments
if the studies are sponsored by a U.S. educational institution but could not be conducted in the
United States.

D. ASSISTANCE OF LAST RESORT

As a means-tested program, SSI takes into account all income and resources that an individual has or can
access. The amount of an individual’s countable income and resources are the measure of his/her need for
assistance.

1. Income

The amount of an individual’s income is used to determine both eligibility for, and the amount of, his/her
SSI benefit. As countable income increases, an individual’s SSI benefit amount decreases. Generally, inel-
igibility for SSI occurs when countable income equals the Federal benefit rate plus the amount of applica-
ble Federally-administered State supplementary payment (State supplementation is discussed later).

The monthly Federal benefit ra