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Tha Honoranle Franklin D. Raines
Director

Ofifice of Management and Budget
Waehington, D.C. 205013

i

This letter L8 in response to the budget passback and amends the
November 14, 1997 budget submission as it outlines our approach
to dealing with the shortfalls in discretionary funding for
fiscal year (PY) 1999 as well asg for the outyear budget targets
provided for the §ocial Security Administration (SSA).

Dear Mr. Rai

SSA supports the President’s commitment to a balanced budget. We
acknowledge that, to do our part in Governmentwide cost cutting
efforts and to fulfill our mission, we need to become more
afficient. .Even though our FY 1999 budget already includes
almost 8,000 SSA workyears of savings (compatred to cur FY 1996
levels) from initiatives and nther praductivity improvements, the
work we have to do requires my appaal for an overall increase in
our administrative funding level of $437 million.

We are proposing £222 million in new user feea in FY 1955, which
are not sudject to the discretionary caps. Additionally, we are
requasting $115 million foxr the restoration of the above-the-
discretionary-caps funding to implement the Agency’s planned
redetexmination iniviaciva. oOnly $900 million of the Lolol

-~ - - . 3 . .-‘

apending . Caps -

Wwithin our overall administrative budget, we are directing
additional resourcas toward program integrity activities. We are
proposing an offgetting ehift among the amounts available within
the passback to provide additional funding for the d3ffice of the
Inspector General (0I@). A similar shift will direct addicienal
fimding to SSA's Rasearch and Demonstration activities,

A discussion of each ¢f tha elements comprising this approach

follows.
OFMONAL FORM D [7-00)
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SOCIAL SECURITY ADMINISTRATION
PROPOSAL TO CHARGE USER FEE FOR REPLACEMENT SOCIAL SECURITY CARDS

n
Sacial Security account number cards are issued under the authority of section 205(c)(2) of the
Saocial Security Act (the Act). Section 205(c)(2)(G) specifies “[t]he Cammissioner of Social
Security shall Issue a soclal secunty card to sach individual at the time of the issuance of a
social security account number te such individual.® The Act dces not directly address isauing
replacement cards.

Cards a’e printed on banknote paper stock as required by section 205(c)(2)(G). Cards issued
to aliens admitted on a {emporary baeis who are authorized to work in the U.6. includs a
legend that states: Valid For Work Only With INS Authorization. Cards issued to non-resident
aliens who are nat authorized tv work in the U.S. include a different legend: Not Valid for
Employment.

The administrative costs of producing social security cards are funded from the Social Security
and Medicare trust funds. None of the adminisirative costs of social security cards are funded
fram general revenues. Without express legislative authority, user foes are credited to general
revenues, per Office of Management and Budget Circular A-25.

Bropesa) :

Beginning in January 1998, SSA propases to issue a tamper-resistant plastic card when a
number holder requests an original or replacement social security card. Further, SSA proposes
to charge a user fee to process requests for replacement sacial security cards unless the
number holder ia raparting a name change.

The @amount of the fee would be get to enable 58A to recover all of the administrative costs of
issuing replacement cards, including the new costs of processing fees. Faes would be
assessed and pald prior t0 Issuance of a replacement cand. Requests for oniginal social

security cards would not be subject to a fes.

The legislation should specify that faas thus collected be cradited to the trust funds. In addition,
$1 of the fee collected for avery replacement card issued would be sarmarked for a SSN Fraud
Fund, which would finance additional activitios to combat fraud and abuse involving social
security numbers.

Ratlonale

Replacement sacial security cards are issued upon requast of the number holder or other
appropriate applicant (e.g., parent for minor child). not pursuant to any requirement of law.
Atter the issuance of the original card, any replacement activity could reasonably be viewed as
a service bayond the requirements of the Act. Howaver, a request for a card afer an individual
changes his/her name (a.g., in marriage) wouid not involve a fee.

Eee Amount

The fee would be based on the cost ot producing the card, plus the cost of administering/
collecting the user fes. Based on FY 1999 budget information, a tamper-resistant socia)
security card would cost about $29, including the cost of procassing the request for a
replacement card (intarviawing time, contractad card production costs, headquarters staff

¢0°d CJ00°0ON 0%:2¢ 2620 230 1 QI



support, etc.), as well as the costs of administerin
would be asssseed 10 fund additional ant

Revenues from User Fesg

g a user fes. A $1 fee per replacement card
-fraud investigative activities.

SSA expects to issue 9 million replacement cards, 1.5 million comested cards for name

changes, and 6.1 million orj
uger fees would provide su
card, However, SSA’s cur
plastic card preduction nor the user
generated by the user fee is signific
costs of additional investigative acti

Based on the aforementionad $29 cost of producing a plastic card and $1 fee for
activities, a fee of $30 per replacement card would generate annual revenues of
Offsetting costs of $100.4 million beyond the base, wouid result in net

3169.6 million. FY 10089 costs and revenues are

implementation dats,

Impact of User Fes for Replacement Social Seacurity Cards
{Dollars In Millions)

ginal social securily cards in FY 1999, The proposal for charging
bstantial gross revenue, basad en a user fee of 330 per replacement
rent appropriation level wouid not support the sdditianal costs of

{80 process itself (one does not now exist). Net revenue
antly reduced, after deducting these new costs plus the
vities and producing plastic cards for afl types of requests.

investigative
3270 million.
annual revenues of

lower based on a January 1999

$30 Fee

FY 1999 | FY 2000 | FY 2001 | FY 2002 | FY 2003 | 8-Year Total
New Costs Above Base $82.5 | 31004 | $1004 | s$1004 | 31004 $484.1
Gross Revenus Collected (202.5) (270.9) (270.0) (270.0) (270.0) {1,282.8)
Net impact (3120.0) | (31RA6) | ($189.8) | ($169.6) (3169.6) ($808.8)

The burden of paying for this service would sh
dedicated payroil and sef-employmant incom

8 taxe

9 million individuals who request replacament cards.

A fee of $30 is not expected to subetantiall
cards. in some instances, applicants for r

card because of the lce.

Applicants could also decfine to
(e.9., verification letter) to satis
Incur the costs, with no corras

F0"d C00°ON 0£:2C
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ift from the trust funds, which are supported by
s paid by 160 miltion working peopie, to the

y reduce demand for replacament social security
eplacement cards may choose to forgo getting & new

pay for a replacement card and instead ask for a special notice
fy the uitimate naed for action. In theee instancas, SSA would
pongding user faa collacted,
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