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Introduction

Chairman Lofgren, Ranking Member King, and distinguished Members of the
Committee, thank you for inviting me to present testimony today. My name is Shannon
Benton, and I am the Executive Director for The Senior Citizens League (TSCL), a proud
affiliate of The Retired Enlisted Association (TREA). TSCL is under the direction of an
all volunteer board of trustees comprised of retired veterans. Our Chairman is Mr. Ralph
McCutchen. TSCL has more than 1 million active senior citizen members and supporters
concerned about the protection of their Social Security, Medicare, and veteran or military
retiree benefits. Based in Alexandria, Virginia, TSCL is a non-profit, nonpartisan,
educational organization, and our mission is to promote and assist members and
supporters, to educate and alert senior citizens about their rights and freedoms as U.S.

citizens, and to protect and defend the benefits senior citizens have earned and paid for.

We were happy to learn of this hearing, because we feel that the pending
immigration reform will have far reaching effects on many issues. Of these many issues,
the solvency of the Social Security Trust Fund particularly concerns us. Allow me to
make clear, TSCL is in no way opposed to lawful immigration. We believe it is a vital
part of the foundation of our country. However, there are current laws in place to
maintain control of immigration numbers and to promote national security that are not
being enforced. Some estimates, including those by the Pew Hispanic Center, have
suggested there are nearly 12 million illegal immigrants in the United States from all over
the world. Seemingly, the lack of law enforcement and the potential for a better life have

led to staggering numbers of immigrants coming to the U.S. both legally and illegally.

TSCL is pleased that Congress and the President are realizing that this situation is
not going to go away and should be addressed sooner rather than later. In fact, the Senate
introduced and started debate on immigration reform earlier this year. While TSCL
applauds Congress for attempting to address this issue, we fear that a little-known
loophole not addressed in the Senate immigration bill, S. 1348, will result in significant

damage to the already strained Social Security Trust Fund. In fact, as TSCL previously



estimated, this loophole could cost more than $966 billion in Social Security benefits by

the year 2040.

The Loophole: How Non-Citizen Illegal Workers Can Become Entitled to Social
Security

The Social Security Protection Act of 2004 imposed new restrictions on the
payment of Social Security benefits to illegal immigrants. Nevertheless, non-citizens
who worked illegally without authorization currently, or at some time in the past, could
become entitled to Social Security benefits.! According to the Congressional Research
Service, under the 2004 law, non-citizens who apply for benefits with a Social Security
number assigned after 2003 must have work authorization at the time their Social
Security number is assigned, or at some later time, before applying for benefits, in order
to become entitled.”

Despite tightening the law for persons who received their Social Security number
after 2003, Congress did not fix an apparent loophole in the law. When determining
entitlement for insured status and in calculating the initial retirement benefit amount, the
Social Security Administration uses all reported earnings from covered employment in
the United States, even if the earnings are from illegal or “unauthorized” work.> Thus,
workers who receive work authorization at some later point (for example, possibly under
future immigration reform) could become entitled to, and receive, Social Security
benefits based on illegal work.

Furthermore, the provisions of the Social Security Protection Act do not appear to
affect aliens with Social Security numbers assigned prior to January 1, 2004.” They
could become entitled to Social Security benefits without ever having worked with legal
authorization, if they can show evidence of employment and wages earned although, they
cannot collect such benefits unless they are either legally present in the United States, or
living in a country where the Social Security Administration is authorized to pay them

benefits.’



Social Security Numbers Issued to Non-Citizens

In order to lawfully work in the United States, non-citizens must have both a valid
Social Security number and legal work authorization from the Department of Homeland
Security (DHS).® Nevertheless, millions of non-citizens are working in this country
without legal authorization, and their employers are reporting their wages to the Social
Security Administration (SSA).’

Government data suggest that millions of non-citizens are working with neither a
valid Social Security number nor work authorization. There are also millions who have
worked, at least for some part of the time, under a valid Social Security number but
without legal work authorization. In addition to widespread document fraud (use of
counterfeit or stolen Social Security numbers), non-citizens work by using Social
Security numbers that are not authorized for work purposes, known as “non-work™ Social
Security numbers. Aliens may also work illegally under Social Security numbers issued

for temporary work visas that have expired.

Invalid and Fraudulent Social Security Numbers

Each year, the SSA receives millions of W-2s from employers. When the name
and Social Security number do not match the SSA records, the W-2 is held in the
Earnings Suspense File (ESF). Data from the Social Security Administration indicate
that in recent years the ESF is growing at an unprecedented pace and the cumulative
wages represent a total of $585 billion.® These wages apparently can later be reinstated
to valid Social Security numbers when immigrants gain legal work authorization, as they
potentially could under “guest worker” immigration reform, unless legislation
specifically bans credit for unauthorized work. As we understand it, once non-citizen
workers obtain a valid Social Security number, they can provide the SSA with evidence
of earnings reports from unauthorized employment prior to receiving their Social
Security number and those earnings will be reinstated under their valid Social Security

number.



Non-Work Social Security Numbers

According the Social Security Inspector General, the Social Security
Administration assigns non-work Social Security numbers to non-citizens who do not
have work authorization from the Department of Homeland Security (DHS) but who have
valid reasons for the Social Security numbers. Specifically, a federal statute or regulation
requires that the non-citizen provide his/her Social Security number to obtain or receive a
particular benefit or service to which he or she has established entitlement or a
requirement of State or local law.” Examples include Supplemental Security Income
(SSI), Medicaid and Food Stamps.'°

Initially, the SSA issued the same type of Social Security card to everyone,
regardless of whether they were legally authorized to work. In 1974, SSA began
assigning Social Security numbers for non-work purposes, but the cards were not
specifically annotated as such. It was not until eight years later, in May of 1982, that the
SSA started issuing cards clearly printed with “NOT VALID FOR EMPLOYMENT” to
non-citizens not authorized to work."" According to the Government Accountability
Office (GAO), as of 2003, the SSA had issued a total of more than 7 million non-work
Social Security numbers.'?

Audits by the Social Security Inspector General have found that these non-work
numbers are widely abused by illegal workers."” According to the GAO, “there are
millions of non-citizens assigned non-work Social Security numbers before 2004 who
may qualify for benefits in the coming years” because the Social Security Protection Act
of 2004 does not affect them.'*

The Social Security Administration maintains a Non-Work Alien file of wage
reports (W-2) received for persons illegally working under these numbers. According to
a 2006 review of the Non-Work Alien file by Social Security’s Inspector General’s
Office, nearly two-thirds of the individuals whose numbers appear in the file had no

change in work authorization status, and were working illegally."

Department of Homeland Security-Work Authorized Social Security Numbers
A much less common type of Social Security number is issued to non-citizens

who are eligible to work temporarily in the U.S. The cards are inscribed with “VALID



FOR WORK ONLY WITH DHS AUTHORIZATION.” Some non-citizens enter the
country with work authorization, but then overstay their visas once their temporary work

authorization expires.

The Cost of Social Security Benefits Based on Non-Work Social Security Numbers
Issued Prior To January 1, 2004
Because non-citizens who received Social Security numbers issued prior to

January 1, 2004, apparently do not need work authorization in order to claim benefits,
and the impact that could have on Social Security, TSCL recently released a projection of
the cost of benefits based on illegal work. The estimate, which was produced by an
independent Social Security and Medicare policy analyst for TSCL, found that more than
2 million non-work Social Security number holders could become eligible for Social
Security benefits at a cost of $966 billion through 2040.

The estimate used the following assumptions:

e 7,000,000 “non-work™ Social Security numbers were issued prior to January 1,
2004'¢

e Because jobs are a major reason for immigration to begin with, the above number
was adjusted to assume that 80%, or 5,600,000, of the persons who received these
numbers worked without authorization at some point using non-work numbers.

e Currently, we are aware of no official published data on the amount of money
paid into the Social Security system by aliens, whether legal or illegal.'” Social
Security’s Chief Actuary, Stephen C. Goss, however, has been quoted in 7The New
York Times as saying that about three quarters of “other—than—legal” immigrants
pay payroll taxes. '* The above number was further adjusted to assume 75%, or
4,200,000, had had payroll taxes withheld from their wages.

e The above number was also adjusted to assume 66% or 2,772,000 have no change
in work authorization status."

¢ Finally, the number was adjusted to assume a 2% mortality rate prior to starting
benefits, leaving a total of 2,716,560 persons. This number was then further
adjusted by a mortality rate of 2% per year over the survey period of 2008
through 2040. This yielded 2,065,594 beneficiaries through 2040.

e The study assumed the oldest beneficiaries, who may have received Social
Security numbers as early as 1974, would start retiring as early as 2008.

e The study used a low family benefit of $1,303.50 per month for the initial benefit
amount. The family benefit is the maximum amount a retiree, and the dependents
on the retiree’s account, could receive in Social Security.?

Simplified, the equation used to calculate the $966 billion cost to Social Security,
from 2008 to 2040, is as follows: 2,065,594 persons with non-work Social Security



numbers (adjusted annually for mortality) multiplied by $15,642.00 (annual low income
family benefit, adjusted annually for 2.2%COLA) equals $966 billion. For a detailed
analysis, see the attachment titled, “Cost of Illegal Work: Immigrants With Non-Work
SSNs Family.”

TSCL is extremely concerned by the information summarized above and
contained in the study. Although, S. 1348, in its original text, does not address the
loophole, an amendment was offered Senator Kay Bailey Hutchinson (TX) that would
prevent Social Security credit for periods without work authorization from being counted
with a start date of January 1, 2004. Although this amendment passed, it does not cover

Social Security numbers issued between 1974 and 2003.

Solutions

TSCL believes that the Social Security Protection Act of 2004 should be amended
to close the apparent loophole allowing credit earned while using a non-work or invalid
Social Security number. There have been several pieces of legislation introduced that
would do just that. For example, Representative Dana Rohrabacher (CA-46) introduced
H.R. 736, the No Social Security for Illegal Immigrants Act. As reported on THOMAS,
this bill would “amend title II of the Social Security Act to exclude from creditable wages
and self-employment income wages earned for services by aliens illegally performed in
the United States and self-employment income derived from a trade or business illegally
conducted in the United States.”

More importantly, TSCL would encourage Members of Congress to request that
the Congressional Budget Office (CBO) conduct a realistic, long-term study of the effect

this loophole could have on the Social Security Trust Fund.

Conclusion:

In summation, TSCL is not opposed to immigration, but welcomes thoughtful
legislative proposals that take all Americans into account. However, we are concerned
about the effect any such legislative proposal could have on the longevity of Social
Security and the fairness of the Social Security system. If studies show that immigration

reform results in a detriment to the Social Security program, we would normally be



opposed to that reform. Thus, we are alarmed by the apparent loophole summarized
above. For the benefit of the entire Congress, TSCL strongly encourages a study be
compiled by the CBO to determine what the costs could be if this loophole is not closed.

Furthermore, if such a CBO study were to find results similar to those determined
in the TSCL study, TSCL would recommend that Congress modify the law to prohibit the
use of work credits based on unauthorized earnings from being used to determine
entitlement for Social Security benefits. Our mission, and we believe that of Congress as
well, is to ensure the solvency of Social Security for retirees and the disabled who live in
the U.S. and pay into the system legally. TSCL is working hard to support that goal, and
to keep Americans informed about its progress.

Again, thank you for your time and the opportunity to present testimony about the
apparent $966 billion hemorrhage the Social Security Trust Fund is facing. I would be

happy to address any questions you may have.
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TSCL’s efforts are taken in an effort to educate and protect Americans, and particularly
senior citizens. However, we are not a think tank and do not have either the budget or the
staff to conduct regular studies about many important subjects, including the possible
consequences to Social Security of certain government policies or proposed legislation.
But we try very hard, particularly on certain issues that appear to be critical issues for
senior citizens. It can be difficult, especially when the government is not forthcoming
with information.

One recent experience we had with two government agencies may help to illustrate the
point. Beginning in 2003, TSCL sought disclosure of the United States - Mexico Social
Security Totalization Agreement and other related documents from the Social Security
Administration and the U.S. State Department.

Yet, the Administration failed to release the Agreement, which SSA had signed in 2004
but which must be signed by the President and submitted for Congressional review before
becoming law. This led to a legal battle in which TSCL filed a series of FOIA requests
with both the State Department and the SSA, which were largely ignored, followed by
TSCL filing two lawsuits in federal court to obtain release of the Agreement and related
documents. TSCL finally obtained a copy of the Agreement and made it available to the
public.

When the Totalization Agreement was finally released to TSCL in December 2006, that
copy was the first and only public copy of the agreement known to exist. Previously, its
release had been denied, reportedly even to members of Congress who had requested it.

TSCL’s study of the Totalization Agreement, coupled with a 2003 report by the
Government Accountablity Office (“GAO”) demonstrating that SSA’s estimate about the
probable cost of the Agreement on Social Security was woefully deficient, caused TSCL
to fear that the Totalization Agreement, if enacted into law, could result in illegal
Mexican workers being paid billions of dollars in Social Security benefits, bankrupting
an already strained Social Security Trust Fund.

TSCL still does not know all of the answers with respect to the Totalization Agreement.
But what it has been told — including that there have been no government studies
subsequent to the critical GAO report criticizing SSA’s estimate about the probable costs
to Social Security — makes it imperative to get the message out, to Americans and their
representatives in Congress, that this kind of arrangement seems contrary to the interests
of most Americans. TSCL has those interests in mind, and is doing the best it can to
discover the truth. Which brings us to the subject of this testimony, which is also about
possible dangers to our Social Security system.
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Cost of Illegal Work : Immigrants With NON-Work SSNs Family

Year

2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040

Totals

Benefit
Retiree

$1,303.50
$1,332.18
$1,361.48
$1,391.44
$1,422.05
$1,453.33
$1,485.31
$1,517.98
$1,551.38
$1,585.51
$1,620.39
$1,656.04
$1,692.47
$1,729.71
$1,767.76
$1,806.65
$1,846.40
$1,887.02
$1,928.53
$1,970.96
$2,005.09
$2,049.20
$2,094.29
$2,140.36
$2,187.45
$2,235.57
$2,284.75
$2,335.02
$2,386.39
$2,438.89
$2,492.55
$2,547.38
$2,603.42

SS-NWAFAM-MJ060707
Cost of Illegal Work: Immigrants With Non-Work SSNs — Family, Mary Johnson, TSCL, June 7, 2007.

% COLA
Effective
Following Yr.

2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%

$COLA
Effective
Following Yr.

$28.68
$29.31
$29.95
$30.61
$31.29
$31.97
$32.68
$33.40
$34.13
$34.88
$35.65
$36.43
$37.23
$38.05
$38.89
$39.75
$40.62
$41.51
$42.43
$43.36
$44.11
$45.08
$46.07
$47.09
$48.12
$49.18
$50.26
$51.37
$52.50
$53.66
$54.84
$56.04
$57.28

Annual
Benefits

$15,642.00
$15,986.12
$16,337.82
$16,697.25
$17,064.59
$17,440.01
$17,823.69
$18,215.81
$18,616.56
$19,026.12
$19,444.70
$19,872.48
$20,309.68
$20,756.49
$21,213.13
$21,679.82
$22,156.78
$22,644.23
$23,142.40
$23,651.53
$24,061.10
$24,590.44
$25,131.43
$25,684.32
$26,249.38
$26,826.86
$27,417.06
$28,020.23
$28,636.68
$29,266.68
$29,910.55
$30,568.58
$31,241.09

2008-2012
2013-2040

Number
Adjusted by
Mortality

Pre 1/01/04 SSN

84,900
168,102
249,640
329,547
407,856
484,599
559,807
633,511
705,741
776,526
845,895
913,878
980,500

1,045,790

1,109,774

1,172,479

1,233,929

1,294,151

1,353,168

1,411,004

1,467,684

1,523,230

1,577,666

1,631,012

1,683,292

1,734,526

1,784,736

1,833,941

1,882,162

1,929,419

1,975,731

2,021,116

2,065,594

Cost Per Year
Pre 1/01/04 SSN

$1,328,005,800.00

$2,687,299,416.65

$4,078,572,413.75

$5,502,531,574.54

$6,959,899,236.55

$8,451,413,633.80

$9,977,829,246.51
$11,539,917,158.54
$13,138,465,422.67
$14,774,279,433.95
$16,448,182,311.20
$18,161,015,286.97
$19,913,638,106.03
$21,706,929,432.67
$23,541,787,266.90
$25,419,129,369.89
$27,339,893,698.68
$29,305,038,850.54
$31,315,544,517.03
$33,372,411,948.08
$35,314,089,940.36
$37,456,908,432.38
$39,648,999,748.51
$41,891,451,214.96
$44,185,374,084.28
$46,531,904,061.79
$48,932,201,843.54
$51,387,453,666.08
$53,898,871,868.39
$56,467,695,466.14
$59,095,190,738.56
$61,782,651,828.30
$64,531,401,354.37

$20,556,308,441.49
$945,529,669,931.14

$966,085,978,372.62



