Social Security and Your CalPERS

Disclaimer: The material in this presentation has been prepared by the Social Security Administration’s
(SSA) Public Affairs Office and is intended for educational purposes only. Participation in this presentation
does not constitute an endorsement by the Social Security Administration or its employees of the
organizations and information and products not provided by SSA.

Social Security is governed by federal law. The statementsin this document are general. If thereis a
conflict between the law and this document, any decisions will be based on the law and not this document.

Agenda

This presentation covers information on:

e Social Security Basics

e Windfall Elimination Provision (WEP)
e GovernmentPension Offset (GPO)

e Resources

Social Security Basics

The Social Security Administration is a federally mandated social insurance program funded through

payroll taxes. It may provide a monthly benefitto those who pay into the system.

Eligibility

You may be eligible for Social Security benefits based on your personal work record or, if you’re married,
you may be eligible to receive a benefitbased on your spouse's work record.

You're eligible for up to 50% of a benefitbased on your spouse’s work record. However, you can’t receive
both your personal benefitand a spousal benefit. You will receive the higher of the two.

Your Personal Work Record
When you work and pay Social Security taxes, you earn “credits” toward Social Security benefits.

You must earn a certain number of credits to qualify. The number of credits does not affect the amount
you receive but justyour eligibility status.

To qualify, you need “40 credits” or 10 years of work.

Your Spouse’s Work Record
Even if you neverworked under Social Security, you may be eligible to receive a 50% benefit based on your
spouse’s Social Security retirement benefits.

You must be at least 62 years of age and your spouse must be collecting Social Security retirement, or
disability benefits.
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When You Can Receive Benefits

The earliest age you can collect Social Security benefitsis 62. If you collect earlier than your full retirement
age, you will receive a reduced benefit. This reduction is permanentand affects your spousal and survivor
benefits. However, you will receive benefitsfor a longer period. If you collect before your full retirement
age, there are income limits if you decide to work. Social Security does not consider your pension when it
comes to income limits.

You can decide to wait till your “Full Retirement Age” to collect your Social Security. Once full retirement
age, there are no income limits.

You can continue to receive retirement credits up to age 70 if you wait to start collecting. The amount of
your benefit continues to increase for each year you postpone receiving benefits past full retirement age.

This chart provides your full retirement age based on the year you were born.

‘ Year of Birth ‘ FRA

1943 — 1954 66

1955 66 & 2 months
1956 66 & 4 months
1957 66 & 6 months
1958 66 & 8 months
1959 66 & 10 months
1960 or later 67

You can receive 100 percent of your benefit with no income limit at your full retirement age. You can
increase your benefit eight percent for every year you delay your benefit after your full retirement age,

until you hit the maximum.
How Social Security Determines Your Benefit
Several formulas and calculations to determine your Social Security benefit.

1. Social Security reviews your reported wages and indexes them at today's dollars.

2. They use the highest 35 years to determine the first part of their calculation called the Average
Indexed Monthly Earnings or AIME. The earnings are indexed at today's dollars, so earnings you
have from 20-30 years ago are increased to reflect today’s value.

Afterdetermining the AIME, they apply a series of benefitfactors to the AIME to calculate your benefit.

The benefit factors are percentages of specific dollar amounts in your AIME. For 2021, the “normal”
benefit factor for the first formula is 90% of the first $996 of the AIME.
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Social Security neveruses a 100% benefitfactor in the first formula even for those who have always been
covered and will receive a full benefit. The 90% first factor is the only benefit factor impacted by the
offsets or reductions. The other two benefitfactors are not impacted by the WEP or GPO.

For the second factor earnings between $996 and $6,002 are multiplied by 32 percent. If there s still a
dollar amount left in the AIME, any excessis calculated using the third benefit factor of 15%. Most never
reach the third benefitfactor as it usually only applies to high income earners.

For this example, the AIME is $3000.00

Formula Result

90% of first $996 $897
32% of next $6,002 S641
15% of remining earnings SO
Benefit Amount $1,538

Understanding how the calculation of your benefitis structured helps you understand exactly where the
Windfall Elimination Provision and Government Pension Offset may impact ‘your benefit. These are two
offsets that may affectyour Social Security if you worked under a public pension where you did not

contribute Social Security taxes.

Social Security was set up to pay a higher benefitto low-income earners. Congress passed the offsetsto
prevent workers who receive non-covered pensions from receiving higher Social Security benefits as if
they were long-time, low-wage earners.

For example, the low-income earner benefit was designed for someone who has earnings for most or all of
35 years but each year was low income resulting in a low average. A person with 35 years of earnings but
only 10 years in Social Security-covered employment will have an average that reflects 25 years of zero
earnings. 25 Years of zero’s will result in their average appearing as though they are a low-income earner
and they would receive a higher benefiteventhough they weren’t truly low income.

SSA is designed to provide low earnerswith a higher percentage of their lifetime earnings. These offsets
were congresses way of removing the advantage of medium and high earning individuals appearing as
lifetime low-income earners.

You may be affected if eligible to receive a Social Security benefit and you’ve workedin a government
position where you didn’t contribute to Social Security.
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Windfall Elimination Provision (WEP)
The Windfall Elimination Provision can affect how we calculate your retirement or disability benefit. If you

work for an employerwho doesn’t withhold Social Security taxesfrom your salary, such as a government
agency, any pension you get from that work can reduce your Social Security benefits.

Not every public agency participates in Social Security, so coverage is for employeesis not automatic. WEP

only applies to retirement and disability benefits. Survivor benefits are not affected by WEP.

The reduction is based on the number of years of substantial earnings. If you have 20 or feweryears, the
percentage applied to the first factoris 40 percent. The first percentage factor gradually increases the
more years of substantial earnings you have reportedin a Social Security position. If you have 30 or more
years of substantial earnings, you’re exemptfrom WEP. You can review the chart on the Windfall
Elimination Provision factsheet.

Example: AIME $3,000 — no WEP applied

‘ Formula ‘ Result
90% of first $996 $897
32% of next $6,002 S641
15% of remining earnings SO
Benefit Amount $1,538

Example: AIME $3,000 - WEP applied:

| Formula | Result
90% of first $996 $399
32% of next $6,002 S641
15% of remining earnings o)
Benefit Amount $1,040

The difference in this example is $498. Even if the AIME is a higher amount, the difference will still be the
same.

Use the WEP Online Calculator or the Detailed Calculator to estimate your benefit.

Government Pension Offset

The Government Pension Offset (GPO) reduces benefits you may be eligible to receive based on your
spouse’s work record. This reduction does not affect your spouses'benefits. To clarify, it affectsthe
benefityou are eligible to receive based on your spouse’s work record.

Basically, the GPQis in place so that someone who is eligible for the 50% spousal benefit will still have that
50% spousal benefit offset or reduced just like their personal benefit would be offsetor reduced by the
WEP.
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This offsetis applied in a less complicated way than the WEP. There is no sliding scale. With the GPO, two-
thirds of the amount of your government pension will be used to reduce the Social Security benefitsyou
are entitled to receive on your spouse’s record.

As an EXAMPLE: A correctional officer does not contribute to the social security program. If their spouse
worked in the private sector, or in a governmentjob paying into social security then the correctional
officer is eligible to receive 50% of a benefit based on their spouse’swork record. However, because the
correctional officer did not pay into Social Security, their spousal benefit will be reduced and sometimes
wiped out by the GPO.

To estimate your future benefitsunder GPO, use the GPO calculator. You can also read the Government
Pension Offset factsheet.

Resources

The Social Security webpage provides resources on retirement, disability, the Supplemental Security
Income program and Medicare. With their online services, you can apply for benefits, change your
address, or direct deposit and more.

Social Security & Your CalPERS Pension is a resource page on our website that provides basic WEP and GPO

information and links.

If you think your Social Security benefitswere reducedincorrectly and the issue can’t be resolved at your
local Social Security office, you can contact the following resources for assistance:

e The San Francisco Social Security Administration Public Affairs team or all (800) 772-1213 or for TTY
users, (800) 325-0778.

e The California Official State Social Security Administrator (SSSA) office by email or call (916) 795-
0810. The SSSA servesas a liaison with the Social Security Administration to address coverage -
related issues and questions.

e School members may also contact the California School Employees Association (CSEA) or call (800)
632-2128.

my Social Security is convenient, secure and puts you in control of your personal Social Security

information, as well as help you manage your benefits when you’re ready. Your account gives you the
information you need wheneveryou want.

You can only openan account for yourself. You cannot open an account for another person, evenif you
have their written consent.

You may be unable to open a my Social Security account if you:

e Blocked electronic access to your personal Social Security information
e Recently moved or changed your name
e Placed a freeze on your credit report

Your online my Social Security account provides a variety of information to help you and your family.
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Your Social Security Statement shows your future Social Security benefitsand current earnings history.

Your account provides usefulinformation to help you plan for retirement and the ability to requesta new
card or aletter to show if you’re receiving benefits.

You can also find a chart that provides an estimate of what you’ll received depending on when you begin
drawing benefits. Keep in mind, this chart does not include the WEP if it applies to you. You must use the
WEP calculator to see how you’ll be affected. You'll also find information on applying for Social Security
disability benefits, survivor benefits and Medicare.

It's important to review your ongoing earnings record and contact Social Security if you find a discrepancy.

Social Security is a federally mandated social insurance program funded through payroll taxes.
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