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Social Security Trust Funds will

be Exhausted In 2034——__
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Presenter
Presentation Notes
Social Security's annual surplus of tax income over expenditures fell sharply in 2009 because of the economic recession, and rise only briefly before declining and turning to cash flow deficits beginning in 2016 that grow as the baby boom generation retires. The deficits will be made up by redeeming trust fund assets until reserves are exhausted in 2034.
After 2034, only about 79% of benefits could be paid if no changes are made.





You Need to Work to Earn Socis

Each %1,260 in earnings
gives you one credit

You can earn a maximun,
of 4 credits per yea__r_,i;f/
Example: To eqm": edits in 2016, you must

earn at least,#5,040" Earning 40 credits
throughotit @t working life will qualify you for

_______agretirenent benefit.


Presenter
Presentation Notes
Although we have not officially used the phrase “quarters of coverage” since 1978, many workers still refer to credits as quarters. Prior to 1978, a worker earned a quarter of coverage for any calendar quarter in which they earned $50 or more in Social Security wages. Beginning in 1978, wages were reported to Social Security on an annual basis via the W-2 form. It doesn’t matter when in the year the wages were earned.
In 2016, when a worker earns $5,040 or more, he or she has earned their 4 credits for the year ($1,260/credit). 
Since a worker only needs 40 credits throughout his or her working career, it is relatively easy to become insured (vested) for a Social Security Retirement Benefit.
In the year 2016, the Maximum Earnings Taxable is $118,500.


1937 or earlier
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1941
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65 & 4 months
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65 & 10 months
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66 & 10 months
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Presenter
Presentation Notes
The increase in full retirement age was the result of the 1983 Amendments. Full retirement age increases apply to all Retirement Benefits and to Survivors Benefits. Although, we at Social Security have always used the term “full” retirement age, you may find that some people now refer to “full retirement age” as “Normal Retirement Age”.
The Medicare eligibility age of 65 has not changed.
Regardless of your full retirement age, reduced benefits can still be paid as early as age 62. 


How Social Security Determines Your Benefit

Social Security benefits are basedfon earnings

Step1 Your wages are adjuste anges in wage levels

Step 2 Find the monthly ave of your 35 highest

earnings years

Step 3 Result is “ave -agf indexed monthly earnings”



Presenter
Presentation Notes
This slide provides an overview of the first step that we use in computing a benefit. We are looking for the highest 35 years during a worker's lifetime of earnings, regardless of when earned. 
This formula also makes clear how a worker who qualifies for a retirement benefit with just 10 years of work would have a low benefit payment. Since we are looking for their highest 35 years, in this example, we would be adding in 25 zero years. Needless to say, this worker would be receiving a lower benefit. There is, however, no such thing as a minimum benefit.


AIME = $5,200

00% X first $856 $ 770.40

32% X ($5157-856) A= $1376.30
15% X Remainder ($ = $ 6.40
74 $ 2153.10

/ $2153.00 S.S.


Presenter
Presentation Notes
Bend Points can be found at http://www.socialsecurity.gov/OACT/COLA/bendpoints.html. 

AIME information may be found at http://www.socialsecurity.gov/OACT/COLA/Benefits.html. 


WEP Can Apply’4

 Employment Wh no
FICA/OASDI éxes paid

» Pension received based on



Presenter
Presentation Notes
Employment refers to some Federal, State, County, City, or other municipal government employees  (which includes some educators, police and fire department personnel) did not pay FICA taxes.  Rather, they contributed solely to their own retirement system.  WEP applies when they receive a pension based on this work where they did not pay FICA taxes.  WEP can apply whether they have a monthly annuity or take a lump sum payment.

WEP can also apply if an individual gets a foreign pension and is also eligible for Social Security (non-totalization).


= ——

Windfall Elimination I?,rﬁwsmn

(WEP) - 201/6_,.——'—-—--..__

Normal Computation WEP Computation

90% of the First $856 40% of the First $856

32% of $5157-$856 32% of $5157-$856

15% of Remainder 15% of Remainder
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Presenter
Presentation Notes
Prior to the 1983 Amendments when workers spent most of their careers in government jobs where they did not pay Social Security taxes (non-covered employment), they received the equal benefits of the weighted benefit formula. These workers, based on their Social Security earnings record, appeared to be low wage earners; primarily because the majority of their wages were not covered for Social Security purposes. These federal, state, or local employees effectively were receiving a windfall from Social Security.
The 1983 Amendments rectified this windfall. Since they had their 40 credits, they will continue to be eligible for a Retirement benefit, but their benefit will be computed differently. The benefit formula is identical to the normal computation with the exception of the first level of the formula. Instead of receiving 90% of the first level, they will receive 40%.
If any part of your government pension is based on wages not covered by Social Security, then WEP will apply. WEP only applies to Retirement and Disability Benefits. Survivor’s Benefits are not affected by WEP.
If you are a government employee the benefit estimate you receive on your Social Security Statement might be in error because the formula used in the estimate does not take into consideration WEP. Additionally, when completing a request for a Statement, government workers must be careful not to include non-covered wages on their estimated current or future ages.
WEP applies to the workers’ benefits. Any auxiliary benefits payable on the worker's record also would be affected. 


Exception to the Windfall Elimination Provision'

Years of Social of First Factor
Security Coverage In Benefit Formula

30 or more 90
29 85
28 80
27 75
26 70
25 65
24 60
23 55
22 50
21 45

20 or fewer 40

QuEONIline WEP calculator allows you to estimate
your Social Security benefit.
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Presentation Notes
This chart is a simple reflection of the major exception to WEP and its variables. A government worker with 21 to 30 years of significant (substantial) years of Social Security wages will have a different percentage factor used in the first level of their benefit computation.
To see how your benefit may be reduced by WEP use our WEP calculator at www.socialsecurity.gov/retire2/wep.htm.



AIME = $5.200
40% /4

909G X first  $856 .
329% X ($5157 - 856) 7”’“ $ 1376.30
$ 640

$1725.10 S.S.

he Maximum Deduction
in 2016 is $428.00
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Monthly Benefit Amounts Ditfer Based on the
Age You Decide to Start Receiving Benefits

This example assumes a benefit of
—  $1,000 at a full retirement age of 66

$1,320
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$1,160
$1,080

$1.000
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6866 >

"§750 $800

62 63 64 65 66 67 68 69 70
Age You Choose to Start Receiving Benefits


Presenter
Presentation Notes
Use this as an example and discuss 

This shows reduced benefits, unreduced benefits, and benefits with delayed retirement credits (DRCs).  
This example is for a person born from 1943 through 1954 (FRA 66):
Age 62 = 75% of FRA amount
Age 66 = FRA amount
Age 70 = 132% of FRA amount
Note - 
When to take benefits is a personal decision
The longer you wait the higher the benefits grow
Each month your retire before your full retirement age you take about half a percent reduction - ½%.  
Each month you wait past your full retirement age your benefits group at about three quarters percent -  2/3% 
Your retirement benefit may be longer than you think – 1 out of  4 people will live to age 90.  
Your decision to file early could affect your spouse’s survivor benefits on your record.  
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3 ""I"’O{ Prepared especially for Wanda Worker

Sample Social Security Statement
NigT®

May 1, 2012
See inside for your perional information
WANDA WORKER What’s inside...
456 ANYWHERE AVENUE Your Estimated Benefits ... record;
MAINTOWN, USA 11111-1111 Your Earnings Record
Some Facts About Social Security..

1f You Need More Information

tement, to review:

‘What Social Security Means To You

This Social Security Statement can help you plan security for its workers and their fanmlies. Now,
for your financial future. It provides estimates of however, the Social Security system 1s facing
your Social Security benefits under current law and  serious financial problems, and action is needed
updates your latest reported earmings. soon to make sure the system will be sound when

How dg

B http://www.soclalsecurity.gov/myaccount/
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Presentation Notes
Estimates of the retirement and disability benefits you may receive; Estimates of benefits your family may get when you receive Social Security or die; A list of your lifetime earnings according to Social Security’s records; The estimated Social Security and Medicare taxes you’ve paid; Information about qualifying and signing up for Medicare; The opportunity to apply online for retirement and disability benefits; and A printable version of your Social Security Statement.

You must be at least 18 years old and have:
•    A valid E-mail address;
•    A Social Security number; and
•    A U.S. mailing address.

To get your Statement online, you must first create a my Social Security account with us. Once you have an account, you can view your Social Security Statement at any time. 

We offer you the choice to add extra security when you create an online account.  In addition to your username and password, you would be required to enter a unique code we would send to your �text-enabled cell phone each time you want to sign in. Your text message rates still apply.

To add this feature, you will first have to provide us with one of the following to verify your identity:
The last eight digits of your Visa, MasterCard, or Discover credit card; 
Information from your W2 tax form; 
Information from a 1040 Schedule SE (self-employment) tax form; or 
Your direct deposit amount, if you receive Social Security benefits.

Once you give us this additional information, we will send you a letter in the mail in five to 10 business days. You will need this letter to complete the process to add extra security. 

You can upgrade to extra security or disable it at any time.
 
Social Security anticipates some members of the public will not be able to be verified through this process.  Some may not correctly answer the security questions based on information on file with Experian, and others may supply identifying information that does not match their Social Security record.

In instances where this occurs, people will have the option to request a paper Social Security Statement be mailed to them. People who cannot verify online initially also may visit their local Social Security office and present an identity document in order to create an account and gain access to the online version of the Statement.

To be verified in person, people will need proof of their current address and one of the following:
 Valid U.S. driver’s license
 Current state-issued non-driver identity
 Unexpired U.S. Passport or Passport card
 U.S. military identification card, or
 U.S. government employee identification card.

We are currently mailing paper Statements to workers age 60 and older if they are not already receiving Social Security benefits. Later this fiscal year, we plan to begin mailing paper Statements to workers in the year they reach age 25.




Benetits fo ~Family Members
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» At age 62

» At any age if caring for child
under 16 or disabled

» Divorced spouses may qualify

Child

» Not married under age 184
still in high school)

oled before age 22



Presenter
Presentation Notes
A spouse can receive benefits whether a worker is receiving RIB or DIB benefits if they meet the eligibility requirements.  Child benefit eligibility remains the same regardless of whether a parent is on RIB, DIB, or is deceased.
*Grandchildren may be eligible off of a grandparent’s record in certain circumstances.


Widow or Widower:
»Full benefits at full retirement age
»Reduced benefits at age 60
~If disabled as early as age--5'f
~ Atany age If caring for ghrld under 16 or disabled

~Remarriage after age60'(50 if disabled)
» Divorced widows

Children

dowers may qualify
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Presentation Notes
Widow/er’s benefit eligibility is different from regular spouse’s eligibility.
It is important to note that an individual can elect to receive widow/er benefits and delay their own retirement later (i.e. no reduction at FRA if they take WIB at 60 and wait until FRA to file for their own RIB).

Grandparent Benefits for a Child - More and more parents are finding themselves raising grandchildren. If a child is not receiving benefits from a parent when the grandparent retires, becomes disabled, or dies, the grandchild may then be able to qualify for benefits if certain conditions are met.  Generally, the biological parents of the child must be deceased or disabled, or the grandchild must be legally adopted by the grandparent.  In addition, the grandchild must have begun living with the grandparent before age 18 and received at least one half of his or her support from the grandparent for the year before the month the grandparent became entitled. 



coni i o

If you receive a government NEnsion
based on work not covered fay Social
Security, your Soclal Secukity spouse’s
or widow(er)’s benefits may be reduced.
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Presentation Notes
GPO can also apply if an individual gets a foreign pension and is also eligible for Social Security (non-totalization).



Applies to Spouse’s
Benefits Only

2/3 of amount of government
pension will be used to reduce the
Social Security spouse’s benefits

Example:
$1,200 of government pensie
Social Security spouse’s
No benefit payable b

/3 =3%800
efits = $750
pclal Security

Our | 0O calculator allows you to estimate
LLS0CTal Security benefit.
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Presentation Notes
The Government Pension Offset (GPO) affects people who earned a pension while working in non-covered government employment. Unless a federal worker switched to the Federal Employees Retirement System (FERS) and worked under FERS for at least 5 years, GPO will affect the amount of the wife’s/husband’s or widow’s(er’s) benefits payable to them.
Generally, the concept of spouse’s benefits have the inherent concept of dependency. The notion that a spouse is working in non-covered employment and thereby earning a pension from that employment argues against the notion of dependency. As a result, GPO was passed as part of the 1983 Amendments.
The fact sheet, "Government Pension Offset," provides a detailed overview of GPO and all of the exceptions.
Understanding WEP and GPO by themselves is not a problem. Many people become confused when they mix the principles of each together. It is possible for a worker to be affected by WEP on their own work record due to their government pension and to have any potential spousal benefit payable to them affected by GPO. 
To estimate your future benefits under GPO, use our Online GPO calculator at www.socialsecurity.gov/retire2/gpo.htm.
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VISIT OUR WEBSITEORCALL

www.socialsecurity.goyf
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Presentation Notes
Visit our Website.
You can also contact SSA at the 800 number from 7am to 7pm Monday through Friday.  
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