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Social Security Primer
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Introduction
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pay 12. 4% onf]l aemo mee,]afmpnoall hlei mintnual 11imit on t
earning@ ,i8d0ocial Security is also credited wi
income taxes paid by some beneficiaries on a po
Secur ity rreescte iivnecso mentfer om Social Security trust
income and outgo are accounted for in two separ
Social SecurityAgAhctand hSurFeidwea islulRHOd d « ghmed ce ( OAS
Federal Dis abiTriuSutndlhnssu mranpotahsd Do par at e OASI an
trust funds on a combined Bladd20tabe themBioceich 1S &
Security trust funds I1(,O0RIB8Dlo)n ,h atdo tt aolt 1labl X preencdeiitput rs
billion, and accumaba$uXtd iMollidoinngs (assets) of

Origins and Brief History of

Title II of the origdiensatla bSloicsihacld Sae cnwrtiitoyn aAc tp loafn
provide economic ’ss ewourrkietrys .f oleA gtehsely snsagtmaoont ¢ O1 6 ¢ 1
provided benefits to individudéelarnvwhdoi rweemeen ta g e d
benefits throoghrwdodrhkyinhgobystem. Benefits wer
tax paid by employees and their employers on wa

1 A person may receive retiragbrker benefits and continue to have earnings. However, under certain circumstances,
earnings may affecttheamountgfa r s on’ s mont hly benefit.

2 Social Security Administration (SSAMonthly Statistical Snapshot, July 2021, T able2. See the latest edition of the
Monthly Statistical Snapshat http://mww.socialsecurity.gopblicy/docsfluickfactssétat_snapshaitidex.html

3 Currently,94% of workers in paid employment or s@fmployment are covered by Social SecurBgA, Social
Security Fact Shegathttps://www.ssa.goWACT /FACT S
4The annual limit on coveredwages and net-eaiployment incomehat issubject to the Social Security payroll tax

(the taxable wage base) is adjusted annually based on average wade, @ra\Bbcial Security cosyf-living
adjustment (COLA) is payable.

542 U.S.C. 8401.

6 Under current law, thEederal OldAge and Survivors Insuran¢®ASI) andFederal Disability Insuranc@l) trust

funds cannot borrowfrom each other when faced with a funding shortfall. The shifting of funds between OASI and DI
can only be done with authorization from Congress. In the past, Congress has authorized temporary interfund
borrowing amongthe OASDI, and Medicare Hospital Insurance trust funds, as well as temporary payroll tax
reallocations between OASI and DI, to deal with funding shortfalls. Most recently, under the Bipartisan Budget Act of
2015 P.L.11474), Congress authorized a temporary reallocation of payroll taxes from the OASI fund to the DI fund
for calendar years 2016 through 2018. Because of such actions, the OASI and DI trust funds are discussed on a
combined basis. For more informatioseeCRS Report R43318he Social Security Disability Insurance (DI) Trust

Fund: Background and Current Status

7 SSA, Trust Fund Dataathttps://mw.ssa.goehi-bin/ops_period.cgi
8P.L.271, 74" Congress.
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time). Monthly benefits were to be based on cum
the amount of the benesf iwages tchevamod nty otfhea pwoa
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earningwagef Wwomwkers compaiwagewiwtBle Ktolr @sAgkef O dg h «
Insurance program was in full opeshitfoad the So
emphasis of Social Security from protection of
by extending mont hl ye mtass ha tbd nseu ri §Tishved ropsr todgfer awne 1p ke
now provided OASI

@

During the decades that followed, changes to th
expansion. Coverage of wor ksegrrso ubpesc armeemanienairnl gy ouunt
thetemsare state and local government employeeces

federal employees who were hired before 1984).

Insurance XM®ie)r ptrhoegryaemar s, thertaweratencwhashs
increased from 2.0% of pay (1.0% -¢828d4%8 periedptlo
its currentlllne aedldiaafi oln2. 4%.ere were increases 1in
the payroll tax (thecteasbd@® waimelfdhne cd)d 3 ivohdi ct ho
$1 42 ,i80002°The types of individuals eligiBle for b

and benefit levels were increadod pat icadhitcd 1 Icyo.s
l11ving maedijts, stadexehgech a mg 97, consumer prices a
Consumer Price Index for UrbanWWapubEashedsbund
Depart mensg Bur daboaf ¥abor Statistics

Beginning 1inl etghie llaattievel 997c0tsi,on regarding Social
concentrated on solving persistent financing pr
and curtailed future benefit’sgfo#Bhde¢h, annef 9§82
the OASI rust fund needed to bMeadiocwa ras skotssp iftraoln
Insuf(dHbgast fund (borrowed ambunt9s§ 3we rCeo nfgurlelsys r
passed additional major | egis ltaot itohne tShoacti awa SSepm

t
a
d
Sysbvemavoeveargeyhaer 7projettti bt perme d

9P.L.379, 76" Congress.

10The DI program was established by the Social Security Amendments of 19588B,184" Congress). The program

became kown as the OldAge, Survivors, and Disability Insurance (OASDI) program, the formal name for Social

Security.

UCongress has increased the Social Security payroll tax rat
rate under current law (12.49%as established by the Social Security Amendments of 1983 9821). P.L. 9821

increagd the payroll tax rate gradually from 11.4%in 1984 to 12.4%in 1990.

12 The taxable wage base amounts are in nominal dollars. The most recent legislative change to the Social Security

taxable wage base was in 1977. The Social Security Amendments ofR9795216) established atioc increases in

the taxable wage base for 1979, 1980, and 1981, followed by a return to automatic wage indexation for 1982 and

subsequentyears.

13 For example, the Social Security Amendments of 1965 (P 19 B®stablished benefits for divorced wives aged 62
or older.

14 see the Social Security Amendments of 1972 (P.L603).For more information, se8RS Report 94803,Social
Security: Cosbf-Living Adjustments

15 see the Social Security Amendments of 197 1.(95216).

16 Following the Social Security Aendments of 1983(.L. 9821), projections showed the-emergence of longange
deficits as a result of changes in actuarial methods and assumptions and because progeshaddeen evaluated
with respect to their effect on tlheerage 75-year deficit. Thatis, while program changes were projectedto restore
trust fund solvencyn average over the 75year projection period, a period of surplus years was followed by aderi
of deficit years. As time passed, the inclusion of additional deficit years in tiye&®valuation periodresultedin a
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Current projections by the Social Security Boar
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X
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Me dS e-dmp ed individuadmplpoaymelmt. 4i% coof men,e tu p
ablbea swea,gein Social.®OQebkalkfitygf ptalyea oJECAatxeses a
uction for federal income tax purposes. SECA
ing an annual iA°dividual income tax return.

0 ® o me

n additionitty pSaoycrioalll Steacxuers |, thwo Sochat Soumnc ¢ ¢
nc ofmer.st, certain Social Security beneficiaries
enefits in taxable income for the fcederasl 1inc
art dfedelracdveeSespntdhe Social Security prog
hlee. S. Treasury on its 1investments in specia

~Q o= Al T

the Managing Trustee of the tShoec iTarle aSseucruyr iitsy
qubiyr eldaw to invest Soci-htafSenwngrfi¢cderehvegaesrsr nm
curities helPdd'hey rteventurss exChndged for the fe
e deposited into the general fund of the U.S.
the general fund that come from other source
deral government securities, the trust fund b

return to projected longange deficits.

17 The Patient Protection and Affordable Care Act (A®AL. 111148) imposed an additional Medicare HI tax of 0.9
percentage point on higincome workers with wages over $200,000 for single filers and $250,000 for joint filers,
effective for taxable years begiimg in 2013.

18 self-employed individualsmustpay Social Security payroll taxes if they have net earnings froresgfloyment of
$400 or more in a year; 92.35% of net earnings (up to the annual limit) are taxable.

191f a seltemployedindividual does npiay himself or herself wages, SECA taxes are paid annually on the Internal
Revenue Service Form 1040 (U.S. Individual Income Tax Return). If-esgifloyed individual does pay himself or
herself wages, FICA taxes are paid during the year along with I&@# tax payments for his or her employees.

20T he taxrevenuesssociated with including Social Security benefits in federal taxable income go to the Social
Security trust funsland theMedicareH]I trust fund For more information, s€8RS Report RL3255%0cial Security:
Taxation of Benefitshy Paul S. Davies

21 social Security Act, Title Il, §201(dFor more information, se€s8, Office of the Chief Actuary, Actuarial Note
Number 142Social Security st Fund Investment Policies and Practicles Jeffrey L. Kunkel, January 1999, at
http://mwww.ssa.goVDACT /NOT ESh1990s.html
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Social Security trust funds by the general fund
Security benefits and admidreinspttriotni wvdf dxepemrsads go
securities held by the trust funds

Taxation of Social Security Benefits
Since 1984, Social Security benefAstpahtavef beka
Social Security PAneh)dInBe@damsg roefs sl 9m8a3d o su B otcd ad 0 % «
Security benefits subjeshetphh owvhs ifomdthdava In cionnceo me
specified thresbhotvtddy¢$B832D0 00w afai Imanrg i ed cou

joinPtrloyvyi.sional deficoemd as total 1income

purposes plus e&retmpitn iontchbemrewi ssamctlarxdi ng
Revenuetshffarrodmi f ttt@xation are crediteld20@Q0the S

from all
half of
oc

the trust BO0bdsb Bir%bwoei@ teod a$l t r us hpirfoumtds iionnc.o me ) f

Nextas part of the Omnibus PBlLdgf003Rengnesidimbadoe:
to 85% of SopeaboRecurity benefit sosshueb jheacst t o t
provisioabhdvenaomecond3hi@@o6rfohrenBed#diOODdual 1
for a married Rowgprnwe o I'daogqridfotitnetr ayt)i.on are cr e
the Medicard AHI2 Ot thwes HI f 6 n d2s6tb Pfl 7n’@ na f§ ctedtvaeld t$r u s
fund ifarcoormet)hi % provision.

Under cuheentcodmw, t hr(eis.heal,d st haerye afriex endot adjust e
wage g.rwo@wrt ht)ime an increasing number of benefic
income t axThoen boenngerfdigtessti.o@fafli 8a ( CBO) estimates t
current Social Security beneficdiaries are affec

Status of the Social Security

Project

s by the Social SecuritgpgpeBaarid yof Tru

ion
expendituresunxwrklhedhdrngsead t hrowghrt weaalamd iofh tpha
1

2098That

With i1inter
plus inter
revenues t o

S Social Secwwmifthyo wwidlslf iotpiehr sast es iwnict ch 2
t 1income uraikteyn manivnotaadi dndewdmxpal iesv 8 a a e 3 1
t income exceedkXdOhexpaemdittewse py of o0
eR028Thad tt otusltteleasts tptyootijaelc tc ost s will e

revenuesmaioni nagl lyaars i;t hehtaptojsesxtiwmgleporficds
revenuiets9 82he trustees pr o) chcataetphoabhiltsifvees ¢ et st f u

22 SSA, Trust Fund FAQs, athttp://www.socialsecurity. go@ACT /ProgDataundFAQ.html

28 The2021Annual Report of the Board of Trustees of the FederalApjel and Survivors Insurance and Federal

Disability Insurance Trust Fund8ugust 31, 2021at https://mww.ssa.goBACT /T R/2021£r2021.pdf(hereinafter

cited a2021Annual Report of the Social Security Board of Truste®asg T able 111.A3, p33.

24 gocial Security and Medicare Boards of Trust&tstus of the Social Security and Medicare Programs: A Summary

of the2021Annual ReportsAugust 31, 202]1p.5, athttps:/mww.ssa.goDACT /T RSUMAr21summary.pdf

25 Unpublished data from CBO showing projections for tax year 2B&#more information, s€8RS Report
RL32552,Social Security: Taxation of Benefitsy Paul S. Davies

%Proj¢t ions cited in this CRS report asetofdssumptidnsime?020d he i nt er me
Annual Report of the Social Security Board of Trustees and refer to the OASI and DI trust funds on a combined basis.

For more information onhte trust fund projectionseeCRS Report RL3302&ocial Security: The Trust Funds
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rescuw2@®Bad | oSvamigal Security benefittos absed piedul e d
full andtioln?tthiemne un

Over t het hleo ntgr wsutne,e s -ypracj eactt utahatalt def78it for
td3. %d4o0f tax@Wltatpaymoldlihfef ¢ raumtt ewsy ,project that
expenditures wialtl DRebxfgsebevde ri ntchocenrebxiytl 1 15 t yeaatriso.n p
t he tr us ttehehste pfooilmllioawignégs wo flod bteh en eterduesdt funds t
solvent theyodudgrhopupejrdotdi ot 1 B . $® ricnepnet danghet e
incriena steheta aryatod 1 ( f 1 D P)D%Go2(. 280 % mme¥d iractduct i on 1in
benefits for all current and futawaperwamccfeisciar i
Social ’sSepcruorjietcptnegle lfommeding shortfall is attribu
factors (such as lower fertddiwptbgeaem dadi gncr
features ($sndaxad he mdafaent n uf aoli® nuALaAsa)n.

At t h e2 0e2n0dt hoef t r us t fundg ewearforbea$¥Q¢ ¢ i tWe d b wi t h a s s
t he pr ojtehcet ipoisio gtrhasiwid @ gtiton e x ¢ e e d it@o0t2allt hree ve nue
trustees pr oijtecta ktela de Atdr2Bosfg i f RidmPslh e nt r ustees pr o
t htate trust fund balanceaes wetllategilride®ddhcecline,
t rust fcuwmmd bampina dtthe size of the trThittsifound bal
represents trust fund assets at the b20gihning o
for example, the p256 Assteetds theulsdt bfyu ntdh er attriuos ti sf 1
beginmiOnagk eo fp r o j 25citiende strogttbkean et he c 02860296 f the pr

The trustees project th&6 2K tdr uwseta cthu nzde rroa taito t
pointtr uosfrefendei d@F4 et ion

Af tdeerpl et r s teosfemrnvllee pr ogr a m wopuelrda tceo nwtiitnhu ei ntcoo mi 1
Social Sec;urtihtoys errerceepiepictjste c t ed /& bd demLifditent
scheduled undeOrjdddeat redngflaswc hadu e Ubéare fits in
currefoclalw, Securitor idtoe st mm obtorthraovwe famdaith t he ge n«
Treasury. Therefore, the program cannot draw up
bet ween incoming receipts and benasfrettsparymsents

27 separately, the OASI fund is projectedto have asset reserve2@B3jlat which point continuing income to the

fund would be sufficient to pag6% of OASI scheduled benefits. The DI fund is projectedto have asset reserves until
2057, at which point continuingincome would be sufficient to pa$o of DI scheduled benefit€021 Annual Report

of the Social Security Board of Trustees, p. 6.)

28 2021Annual Report of the Social Security Board of Trustees, fhe Congressional Budget Office (CBO) also

publishes longange projections for the Social Security trust funds. GB@jects that the trust funds will have a

positive balance (asset reserves) ugiB2and a 75year actuarial deficit equal #th9% of taxable payroll. See CBO,
The2021LongTerm Budget OutlogiMarch 4, 2021, p. 18 https://mww.cbo.gosystemfiles/2021-03/65697 %-LTBO-
2021.pdfandhttps://mww.cbo.govdublicationb7342(T able B5). T axable payroll refers to total earnirigghe

economy that are subject to Social Security payroll taxes (with some adjustments). Program costs and income are
evaluated as a percentage of taxable payroll because Social Security payroll taxes are the primary source of funding for
the program.

29 The estimated payroll tax increase needed to maintain solvency differs from the actuarial deficit for two reasons.

First, the estimatedtax increase projects zero trust funds reserves at the end of the projection period whereasthe

actuarial deficitassume t r ust fund reserves equal to one year’s cost. Sc
to maintain solvency does not reflect behavioral response changesto tax rate changes.

30 A wageindexed benefit formula allows initial monthly benefits focsessive groups of new beneficiaries to keep
pace with increases in the standard of living. An annual COLA for benefits already in payment allows benefits for
current beneficiaries to keep pace with increases in prices.

312021 Annual Report of the Social Security Board of Trustees, Table IV.A3, pp049

32 gocial Security and Medicare Boards of Trust&tstus of the Social Security and Medicare Programs: A Summary
of the2021Annual ReportsAugust 31, 202]1p. 7.
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to draw up®dmcufhd ySAApt ewHbgswaoltd happen to the
benefits scheduled under currentdebdwtliwmt he eve
possible scenarios are (1) thebpaowyment) offhef ull

ppyment of partial (reduced) monthly benefits or

Social Sechlroiw ySuCGapslhuses and Deficits

From 1984 to 2009, Social Security generated su
with anddaWw sagphpluses). Smtreprlast tiakec omeo eamnedi tam
funds in the form of federala gawewimme ntr usdc ¢ wintd
Beginning in 2010, however, t heflporwo gdreafm cbietgsa,n aor
trustees piraolj eScetc utrhiatty Stoacx revenues will remain
year thr owghaoautp rtoh d0tB1OMS per i od

When Social Secur #ftly wo pleerfaitceist , witthle a rcuassth funds
securities thaemtt hSeo caimolu Ste coufr ict wr tt a msrte faamue s ,
asset respaywebsenefits and administrative expens
the trust funds are redeemed with genceiraall reven
Security from the general fund. When there are
government must raise the necessary funds by in
spending; borrowing from t hee npeuabsluirce;s .or s ome c o
With 7respects troe ltihaen cper oognr tagnei rs e ri anlp orr St saennta ktso, not e
Security does mnot have authority to borrow from
laRat hde, pr o gosnamerveelnues collected for Social Se
years that were used by the fSbaernal HSevamrnmgnt
spending needs and interest income earned on tr
t hos e@wuprleyvicoll ected Social Sectutrusy tHtamdrassmue
reser wehsen current Social Security tax revenues
Social SeculRebhayt KRef or m

Social Security refor mlinsmarik ehresrs useo mef aodivgooci mtge 9
refor m, the focmange ewlvesntgriomgthengrust fund
constraining t hsepprdbigmg tfedowgamtmsH vidn ng Social

Security, Me d i—eianr et ,h ea ncdo nMeedxitc aoifd br oader ef forts
budget deficits. The Social Security reform deb
improving the adequidantdsadidf feeqrueintty phHil os ophical
of the Social Security program and tHKewefreder al
t he yheea rdsh,bra¢tfeldewd fundamentally different appr o:
t radiatpipormwaola b d maint agtirnu ovthuert h @ (ipmoagded mned benefi
system funadsgdgo®nbas ipa)y by making,smekatamvel y mod«
inceehhs tetir amenncte caagse t hre t a k acbngder awtahgee gboaasle .o f t
approapgthe egteahret os ocial insuradme codhtpwmes bufatlt he pr ¢
savings and i nwoeusltdmernetd2edypipgano ptchbeg rla9mf tnmod ecdr e at e a

33 Traditionally, one of the principles governing the Social Security program has been balancing the competing goals of

social adequacy and individual equity. Tdueialadequacg o al t akes into account factors be:
tax contributionsin determiningthe appropriate level of benefits (factors such as providing a minimum standard of
living). Theindividual equitygoal takes into account the degreetowhich aqgpers s bene fi t orhervel reflect :

payroll taxcontributionsto the system.
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system in which benefritesntwauwlldy boen bpaesresdo npaalr tsiaavli
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Social SecuRulteys Benef it

Social Security provides monthly cash benefits
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Social bSameedritsy
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ty retirteomernett ibreendoadgocbrdk carssabfec st tp
celyct’dfthier & @entat which full (unredu
ERiAtFsotr pnaoysatb loe’S ifsh e t pr oy gr ame FRA wa s

— =

of t he ocial SR.clu-2 38 CAmgndmsentaioé€dldBa
The 1983 1 aw-ieisrtoanb 16i5s ht eod ba’r ppved i @l 2B o § 6

\®)
NN O O =
~

o

wioa &Hedrysp in 1938 or later are wbf&keted by
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Table I.Increase in the Full Retirement Age Scheduled Under Current Law

Year of Birth Full Retirement Age
1938 65 and 2 months
1939 65 and 4 months
1940 65 and 6 months
1941 65 and 8 months
1942 65 and 10 months

1943 to 1954 66
1955 66 and 2 months
1956 66 and 4 months

34 The full retirement age is also called tharmal retrement agéNRA).
35 For more information, s68RS Report R4467TheSocial Security Retirement Age
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Year of Birth Full Retirement Age
1957 66 and 6 months
1958 66 and 8 months
1959 66 and 10 months

1960 or later 67

Source: SSA, Office of the Chief Actuary, Normal Retiremertgeat https://www.ssa.gov/OACT/ProgData/
nra.html.

Computation of a SoWomkeSeBaimeftiyt Ret i

Among other requirements, a werkdoO genesallfy Smwe
Secuacdvtvtegred employment) to be -weolrilgdb e dofiita. Soc
workennitial monthloghbenkifghess Dbadspgedaon bfsear

arnings
esulting
ewer than 351 mweaawerodd eammlimpgment, year
eroes 1n the computation, resulting 1in

are summed, and the total)The di

he AI ME 1 s sectioned into thwhechracéked
mounts knownl @8 2tthen d emaiIndtedsh b t, $ORhrree & d i
eplacemefl 0 %f aadnidbosr e applied to th3dTher
hree products derived from multiplying

ogekKEdrerworkers whoebecemendl ibginbelfei tfso r( i
ecome dis a2bOl2ldt, heorPIdAei sindet er mi nTadl as

ot D Sy NS OO

Table2.Computati on of a W rker’s Pri may |
Based on an lllustrative AIME of $7,000

Replacement PIA for Worker with an lllustrative
Factors Three Brackets of AIME AIME of $7,000
90% first $996 of AIME, plus 90%x $996= $896.40
32% AIME over $996 and through $6,002, plus 32%x $5,006= $1,601.92
15% AIME over $6,002 15%x $998= $149.70
Total: Wo r [oendéddowd lower dime $2,648.00

Source: Congressional Research Service.

36 A worker may earn up to four earnings credits per calendar ye20.19 a worker earns one credit for each 360
of covered earnings, up to a maximum of four credits for covered earnin§s4gf@®r more Earnings cedits are also
calledquarters of coverage

37 Earnings through the age of 60 are indexed; earnings thereafter are counted at nomiriatleiimg past earnings
brings them up to neaturrent wage levels.

38 The bend points in the benefit formula aresrdd to average wage growth under current law.
39 The replacement factors in the benefit formula are fixed under current law.
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Gener swbIrj,ePal A increases each year from the year
of benefit receipt basV%ld onddtited ohagc iSalc iSaelc uSreictuyr
already ganopnwdidewmase each yAar based on the COL

Adjustments to Benefits Claimed Before or Af

A wosskenitial mont hloyh ebre nPeléA hiefi bheeg qma I r eoehvsng
at thae WwRHAkemitial mo nltdislbya nb khaiesf P fo A vhiiefl Ibhedge n s
receiving fboree FRAs agwd d4ihtea mvhhdits B oA hief bheeg i n s
receivimg tbheen eFfRIA. s

A reworkdr benefit tilmegpfay,abHhewasereartityeabenefit
permanentdyrettlHacedt he 1l onger eRepteierdeedde per i od o
benefits ar enimedwc od blye f(iowrs OP I0A 5f60)r oefa ct hh em ownotr hk
entitlement before the FRA up peyre3abr .moFnotrh se,a cfhor
month of benefit entitlement before the FRA in
reducedt weyl fftihvse of 1% (or Op&e4x), for a reduct ]

Workers who delay fitlhheRA fToaecibwemeatideslayhad [r atfitr
( DROChBRG@pptoet he periodhde hmdntbl gtime wot her atta
ensavith the momthlke htaltopaamOITh®ORC8 % per year for

wor kbeorrsn i n 19 4w3o rokre rltsat towelhrm f{#ig.eei .ag r2 010as5t er ) .

The actuarial abdajsuesdt noenn tc dtaoi nbi eengedfeidtest o pr ovide t
roughly the samertegaaldl ks fie toif noas hhiiee mbgefgiitngs wleicceh v
b e n e(fbiatsse d on p&e t algheeyr)eiffoer ee,x i f a wor ker ¢l ai ms
RA,olhes monthly benefit i1is reduced to take int
nefit receipt. For a wor ker whtohsaegoefFRA is 66,

sulim a 25% okdmcRli An KFar hasworker whose FRA i
n e ft ihaegoeba2t r esults in o h3eh% PrleAd u Stiimad ard yhisi f
nefits afdiaer thentFRIAyc héeas £dtt ostake into acc
pected perio*d of benefit receipt

o coo = oM
X o oo o

Ot her Adjust meff snnct dcidveengenfnietnst Peamnidon Of fs e
Windfall Eliminlation Provision

Ot her benefit adjustments may sapepnltyi,t Isecunceln ta st ot In
than one type of Social Security benefit. Under

40 Automatic COLAs went into effect in 1975. Since that time, there have been three years \@@h/was payable
(2010, 2011, an?016). For more information, se@RS Report 94803,Social Security: Cosbf-Living Adjustments

41 The early retirement reduction fepousal benefits different. Spousal benefits claimed before the FRA are reduced

by 25/36 of 1% (or 0.0069) for each month of entitlement before the FRA, up to 36 months, anetyefiifes of 1%

(or 0.0042) for each month of entitlement before the FRA in excess mfod6hs. The reduction is appliedto the base

spousal benefit, which is 50% of the worker’s PIA. The spou
the spouse is caring for a qualifying chil he early retirement reduction also diffeosfvi d o w( e r ). The benef i t s
maximum reduction for widow(er)’s benefits claimed before t
Alternatively, if awidow(er) claims benefits at the FRA, brher benefits are reduced if the deceased wockémed

benefits before the FRA and therefore was receiving a reduc
widow(er) s benefit is limited to the higherorshefwerel ) t he ben
stilaliveor (2) 82.5% of the deceased worker’s PIA. In this case,
benefit is equal to 17.5% of the deceased worker’>s PIA.

42 For more information, seBRS Report R4354How Social Security Benefits Are Computed: In Brief
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y spousal benefit is reduced if the pers
h e rc owvemepd aonykm & nr,ewd rkeedr owomdkemBUHemde fit ).
ly, under the government pension of fset
d iafl stohcee ipveerss oan pens ooviwolrausoanhv eme Hi's or he

mpl oy ment

= BE W»n
o = = o0
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Undtehe windfall elimination provision ( WEP), a
workelSocial Swhanihy bdbeashvetaafltammepmrseirend
empl o ylhhemmotd.iffoemwul a results in a nipoaweerd itnoi ttilad m

regul ar b e*hlenfdietr ftohremuwleat.i r e m& np ¢’sSsoocm iad g Secars ti t (F
benedubject to withhol dbienng wwhear HRAomndhdas wag
above an annuail. ed.o,d haatmaavieh e x ¢ MW nddr efro utnhte) . Soc i al
Secur ity maxi nmuun efbaemiel fyi tbse npeafyiatbl wi t b e heh f amil
exception af etk abwecvkheetnp troetdaulc tbieonne f it s payable
on theswonekordpexrdecdé&eddal i mit

Di s a BWoerdker Benef it

For Social Secur“dt ya’disk iateyfliinteyd taesn e fthiet sionability
substantial gainful activity (SGA) by reason of
i mpairtr maenxtpiestc f acfsdoart 1 e a s t rle2s unlotnGehnse doard 1 k , the wo
must be unabl s utbe twhenrthimtyh &kt nedx oft s in the mnatior
account agand ewlorcka tesxopmepritieevhicoea.s Wy r kye megeadme 4l 1
earninge gualdiifty ffor a-whokeal bPamedrnitty Ar wot ked
62 can qualify for-war 8eci bt nBSefacronr iwnf gysh Hdire ewdbiltesd
numbeera ronfi n gnse ecdreedddistpse mchs tghe age of oshlee wor ker w
became disabled; heweae nd m,gissa comdeaddnadsanr by, swhkhile t
workethiEheats of earnings awerlhesrdbde¢wme Ciotmpuf ewa
cearnings maygmputaeswddkoabB’Bedefise. a dssabled wor
benefit is mnot reduced for ensibbamdnt befoguat
oher “PI A.

Benefits fos Fhmi WprMembers

Alt hohghmajorityy obfe mSeofciicaila rSieecsurairtel ® et ired or ¢
million bbkn%dfi ctilhari¢ch®t aflle)pendents and survivors
deceased® worker s.

43 For more information, se@RS In Focus IF1073&ocial Security Dual Entitlement

44 The WEP differs from other types of benefit adjustmenthat it involves an alternative PIA formula. For more
information, se€RS In Focus IF1020%ocial Security: The Windfall Elimination Provision (WEP) and the
Government Pension Offset (GRO)

45 For moreinformation see SSAExempt Amounts Under the Earnings Teshttps://mw.ssa.go@ACT /COLA/
rtea.html

46 For more information, se8RS Report R4337Gocial Security Disability Insurance (SSDI): Becoming Insured,
Calculating Benefit Payments, and the Effect of Dropout Year Provisions

47 For more information, se@RS Report R4494&ocial Security Disability Insurance (SSDI) and Supplemental
Security Income (SSI): Eligibility, Benefits, and Financing

48 SSA, Monthly Statistical Snapshot, July 2021, T able2. See the latest edition of tMonthly Statistal Snapshoat
http://mmw.socialsecurity.gopblicy/docsfuickfactsétat_snapshatidex.html
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Il Security benefits arorpezhdblde ofoathetspe
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be exgrecegdaerdd]l ess of the ndmberbodfcecbiewmefocitahe ewo
recVYirfd.t he sumpaofolmld heswofeiktesr d feaxnd d g d snatxh enu m

the benefddaclhpadapdedewt or survivor is reduced

amount opfayaleef ittwsi tt bhhilen thttabmei 1 ¥ nr etthier ecda soer odfe cae a s e
wor kher ma xi1i mum fiadmidleyt etr e enfeidv abryi eas fforromm 11a5 (a% dt o
of t hes wHrokte rt he family of a wo2&k20ewRdi2dDt t ains
before attaining the age of 62, the total amoun

150% of It,h2e7f2f i h e’st wiBIr A,e rp | u s

272% of {sheP IwAd p Ra@n2d $t Blr,o8u3gthl u s

134% of {sheP IwAd p Badnrd $t B2r,o03u9gihl u s

175% of fshePIlwA@opB®1 §

The dollar amounts in thel makImum$ Fam3idyd bs8agegd9

indexed to average wage gr olwnt ht,headd asismd tadhfd a e gul
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wo k,e he maximum feagqmiagly %boe i e ’h ¢ Alwdh kwe ver, t he
maximum camswott haeo rke0 G %atnn 18 s%wBEI A.er
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“®To receive mot her’ s/ fat hnemarsr bededrnd smusthenperbonemust 1 bd
50 social Security Act, Title 118203,
513SA, Formula for Family Maximum Benefit https://www.socialsecurity . go@ACT /COLA/familymax.html

52 Benefits for a divorced beneficiary are not taken into account for purposes of the family maxim88#,See
Program Operations Manual System (POMS), Section RS 00615 B&aily Benefits Whera Divorced Spouse or a
Surviving Divorced Spouse is Entitl&€dt https://secure.ssa.gappslOpoms.nsihx/0300615682
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Table3.Soci al

Security Benefits for the

Basis for Entitlement

Basic Benefit Amount
Before Any Applicable

Basic Eligibility Requirements Adjustments

Spouse

Divorced Spouse

(The divorced individual must have
been married to the worker for at
least 10 years before the divorce
became final.)

Aged Widow(er) &
Divorced Aged Widow(er)

(The divorced individual must have
been married to the worker for at

least 10 years before the divorce
became final.)

Disabled Widow(er) &
Divorced Disabled Widow(er)

(The divorced individual must have
been married to the worker for at
least 10 years before the divorce
became final)

Widowed Mother or Father
(Young Widow(er) with Child)

At least age 62, or 50% of worker’ s

Any age if caring for thechild of a
retired or disabled worker. The child
must be under theage of 16 or
disabled, and the child must be entitled
to benefits.

At least age 62 50% of worker’ s

Must be unmarried

Note: A divorced spouse who is under
the age of 62 is not eligible for spousal
benefits even if he/she is caring for the
child of a retired or disabled worker.

At least age 60 100% of wdbrker

Must be unmarried (unless the
marriage occurred after attainment of
age 60)

At least age 50 (ages 50-59) 71.5% of

Must be unmarried (unless the
marriage occurred after attainment of

worket

Disabled widow(er)s and
divorced disabled widow(er)s

age 50) ages 50-59 receive the same
The qualifying disability must have rate of reduction set for
occurred widow(er)s at age 60 (28.5% of

the worker’s P
their age at the time of
entitlement.

(1) before or within seven years of the
worker’s deat h;
(2) within seven years of having been
previously entitled to benefits on the
wor ker’ s record a

child in his or her care; or

(3) within seven years of having been
previously entitled to benefits as a
disabled widow(er) that ended
because the qualifying disability ended
(whichever is later).

Surviving spouse of any age who is 75% of decease:
caringf or the deceas

The child must be under the age of 16

or disabled, and the child must be

entitled to benefits.
Must be unmarried

Mustnotbeent i t |l ed t o
benefits

Note: In the case of a surviving
divorced parent, the child must be his
or her natural or legally adopted child.
The 10-year marriage requirement
that applies to divorced spouses under
other circumstances does not apply.
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Basic Benefit Amount
Before Any Applicable

Basis for Entittlement Basic Eligibility Requirements Adjustments
Child A dependent,unmarried child of a 50% of worker’ s
retired, disabled, or deceased worker. a retired or disabled worker
The child must be 75%ofde c eased wor
(1) under the age of 18; for child of a deceased worker

(2) a full-time elementary or
secondary student under the age of
19; or

(3) a disabled person aged |8 or older
whose disability began before age 22.

The term child refers to a biological
child, adopted child, stepchild, or in
some cases grandchild, of the worker.

Dependent Parent of a At least age 62 82.5% of decea:
Deceased Worker Must not have married since the if one parent is entitled to
worker’s death benefits

75% of decease:
(for each parent) if two parents
are entitled to benefits

Must havebeen receiving at least
one-half of his or her support from
the worker at the time of the

wor k e r’ s(or, il theworker had
a period of disability that continued
until death, at the beginning of the
period of disability).

Source: Congressional Research Service.

Notess The family relationship requirement for entitlement t
met in alternative ways. For example, the relationship requirement can be met if, under state law as interpreted
by the courts of the state, the applicant would be able ¢t

worker were to die without leaving a will. The table shows the minimum eligibility age for each type of benefit

(i.e., the age at which benefits are first payable on a reduced basis). The maximum family benefit may apply,

reducing the benefit payable to each family member (excluding the worker) on a proportional basis. In the case

of a retired or deceased worker, the maximum family benefit varies from [50%to 188% of t he wor ker’ s Pl A. |
the case of a disabled worker, the maximum family benefitis equaltot he | esser of 85% of the wor
|1 50% of the worker’s Ph &, wbrulktem’os |REA. tO®amed OW&neoef it adju

a. A worker’s claiming age af f evasteseiving b reduced bdnefiwduesta ) benefit.
claiming benefits beforethef ul 1 reti rement age, the widow(er) benefit
benefit amount. Alternatively, if a worker was entitled (or would have been entitled) to a higher benefit due
to chiming benefits afterthe full retirement age,t h e w o r k-adjuited to Bale iAto account the
delayed retirement credit—is used to compute the widow(er) benefit, thereby increasing the benefit.

Social Security Beneficiaries

I hul @2tlher ea pwerroex 6 hmPDkelliyon Social Secuwmriitny benef
Tabd, e r emtoirrkeedr a swdo rdkiesra bbleende f i ¢c 8 4% dL st he chamdg fcidc if
population. The largest single (Tt2%)e gwirtyh oafn bene
average montlhlSyS beaddfiaddegesd $ ategor yl 2Wads disable
with an averagel mb&F mheynlbpeernse foift roeft i$r e d, disable
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wor ker s accounted
breakdown of the S

Table 4. Social Security Beneficiaries, by Type, July 2021

for t he

r(ke 24 )p3T al bdper oo fvai tdle e

bene

ocial JSwleynr2il0t2yl beneficiary po

Total Monthly Average
Number Benefits Monthly
Type of Beneficiary (in thousands) Percentage (in millions) Benefit

All beneficiaries 65,036 100% $93,372 $1,435.68
Old-Age and Survivors Insurance 55,616 85.5 82,522 1,483.77
Retirementbenefits 49,779 765 75231 1,511.29
Retired workers 46,865 72.1 72,956 1,556.72
Spouses of retired workers 2,231 34 1,774 795.02
Children of retired workers 683 1.0 501 73394
Survivor benefits 5,837 9.0 7291 1,249.05
Children of deceased workers 1,920 30 1,767 920.01
Widowed mothers/fathers I3 02 120 1,061.84
Nondisabled widow(er)s 3,573 55 5226 1,462.62
Disabled widow(er)s 230 04 178 771.04
Parents of deceased workers | | 1,316.04
Disability Insurance 9,420 14.5 10,850 1,151.79
Disabled workers 8,047 124 10,305 1,280.62
Spouses of disabled workers 101 02 36 35898
Children of disabled workers 1,272 20 509 399.95

Source: Table reproduced from SSA, Monthly Statistical SnapsHaty 2021Table 2. See the latest edition of the
Monthly Statistical Snapsdmdttittp://www.socialsecurity.gov/policy/docs/quickfacts/stat_snapshot/index.html.

a. Indicates a value less than 0.05%.

Aut hmfofImation

Barry F. Histon
Analyst in Social Policy

53 percentages do not sum to 100% due to rounding.
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