174. How is the Primary Insurance Amount (PIA) for a person who first becomes eligible in 2015 determined?

The Primary Insurance Amount (PIA) is determined by applying a formula to the person’s Average Indexed Monthly Earnings (AIME). Where first eligibility is in calendar year 2015, the PIA is the sum of three separate percentages of portions of the AIME. It is found by taking 90% of the first $826 or less of the AIME, 32% of the AIME in excess of $826 through $4,980, and 15% of the AIME in excess of $4,980.

If the resulting PIA is not an even multiple of 10¢, it is rounded to the next lower multiple of 10¢.

The percentage figures and the dollar figures in the PIA formula will remain constant for computations and recomputations where first eligibility is in 2015, no matter when entitlement is established.

The PIA is subject to cost-of-living increases beginning with the year of first eligibility. (See Q 185.)

Example 1. Mr. Bell, born May 10, 1953, filed an application for retirement benefits on May 1, 2015. His AIME is $5,000. His PIA is calculated as follows:

	90% of $826
	=
	$743.40

	32% of $4,154
	=
	$1,329.28

	15% of $20
	=
	$3.00

	

	$743.40 + $1,329.28 + $3.00 = PIA of $2,075.60


Example 2. Mr. Jones, born February 13, 1953, filed an application for retirement benefits on February 10, 2015. His AIME is $600. His PIA is $540 (90% of $600 = $540).

Note, however, that the PIA is calculated differently if eligibility begins before 2015. The percentages in the PIA formula remain constant but the dollar amounts differ each year. The dollar amounts in the formula since 1979 are as follows:

	Eligibility Begins
	AIME Dollar Amounts

	1979
	$180 and $1,085

	1980
	$194 and $1,171

	1981
	$211 and $1,274

	1982
	$230 and $1,388

	1983
	$254 and $1,528

	1984
	$267 and $1,612

	1985
	$280 and $1,691

	1986
	$297 and $1,790

	1987
	$310 and $1,866

	1988
	$319 and $1,922

	1989
	$339 and $2,044

	1990
	$356 and $2,145

	1991
	$370 and $2,230

	1992
	$387 and $2,333

	1993
	$401 and $2,420

	1994
	$422 and $2,545

	1995
	$426 and $2,567

	1996
	$437 and $2,635

	1997
	$455 and $2,741

	1998
	$477 and $2,875

	1999
	$505 and $3,043

	2000
	$531 and $3,202

	2001
	$561 and $3,381

	2002
	$592 and $3,567

	2003
	$606 and $3,653

	2004
	$612 and $3,689

	2005
	$627 and $3,779

	2006
	$656 and $3,955

	2007
	$680 and $4,100

	2008
	$711 and $4,288

	2009
	$744 and $4,483

	2010
	$761 and $4,586

	2011
	$749 and $4,517

	2012
	$767 and $4,624

	2013
	$791 and $4,768

	2014

2015
	$816 and $4,917

$826 and $4,980


Example 3. Mr. Smith, born March 12, 1943, filed an application for retirement benefits on August 19, 2008. His AIME was $4,200. As he became eligible for retirement benefits in 2005 (the year he reached age 62), his PIA is calculated as follows:

	90 percent of $627
	=
	$564.30

	32 percent of $3,152
	=
	$1,008.64

	15 percent of $421
	=
	$63.15

	

	$564.30 + $1,008.64 + $63.15 = $1,636.09 = PIA of $1,636


This amount is subject to a 4.1% increase in December 2005, a 3.3% increase in December 2006, a 2.3% increase in December 2007, a 5.8% increase in December 2008, no increases in December 2009 or 2010, a 3.6% increase in December 2011, a 1.7% increase in December 2012, a 1.5% increase in December 2013, and a 1.7% increase in December 2014. Thus, his PIA  is $1,703 for December 2005, $1,759.10 for December 2006, $1,799.50 for December 2007, $1,903.80 for December 2008, 2009, and 2010, $1,972.30 for December 2011, $2,005.80 for December 2012, $2,035.80 for December 2013, and $2,070.40 for December 2014.
Formula For Workers Receiving A Pension From Work Not Covered By Social Security

If a worker receives a pension from a job not covered by Social Security, and the worker also has enough Social Security credits to be eligible for retirement or disability benefits, a different formula may be used to figure the Social Security benefit. This formula results in a lower benefit. But the worker’s pension from the job not covered by Social Security is not affected by this change.

The reason a different formula is used is that Social Security benefits are weighted in favor of low earners (i.e., low earners’ benefits represent a higher percentage of their prior earnings than do the benefits of workers with higher earnings). If the benefits of people who work for only a portion of their careers in jobs covered by Social Security were computed as if they had been long-term, low-wage workers, these individuals would receive the advantage of the weighted benefit formula. Instead, a modified formula eliminates this unintended windfall.

The modified formula does not affect survivor benefits. It affects only workers who reach age 62 or become disabled after 1985 and first become eligible after 1985 for a monthly pension based in whole or in part on work not covered by Social Security. A worker is considered eligible to receive a pension if he meets the requirements of the pension, even if he continues to work.

The modified formula does not apply if:

· The worker is a federal worker hired after December 31, 1983.

· The worker was employed on January 1, 1984, by a nonprofit organization that was mandatorily covered under Social Security on that date.

· The worker has 30 or more years of substantial earnings under Social Security.

· The worker’s only pension from work not covered by Social Security is based solely on railroad employment.

· The worker’s only work not under Social Security was before 1957.

The modified formula is used in figuring the Social Security benefit beginning with the first month for which the worker receives both a Social Security benefit and a pension from work not covered under Social Security.

Social Security benefits are normally based on the worker’s AIME. In figuring benefits, the first part of the average earnings is multiplied by 90%; the second part is multiplied by 32%; and any part of the AIME remaining is multiplied by 15%. In the modified benefit formula, the 90% used in the first factor is reduced.

Benefits for workers first eligible in 2015 who use the modified formula are determined by taking 40% of the first $826 of Average Indexed Monthly Earnings; 32% of AIME from $826 to $4,980; and 15% of AIME above $4,980.

The reduction was phased in gradually for workers who reached 62 or became disabled in 1986 through 1989. The phase-in applies as follows:

	Year You Became 
62 or Disabled
	First Factor

	1986
	80 percent

	1987
	70 percent

	1988
	60 percent

	1989
	50 percent

	1990 or later
	40 percent


Workers with 30 or more years of substantial Social Security coverage are not affected by the modified benefit formula. Workers with 21-29 years of Social Security coverage (as defined in Q 182) will have the first factor reduced as follows:

	Years of Coverage
	First Factor

	30 or more
	90 percent

	29
	85 percent

	28
	80 percent

	27
	75 percent

	26
	70 percent

	25
	65 percent

	24
	60 percent

	23
	55 percent

	22
	50 percent

	21
	45 percent

	20 or less
	40 percent


In this formula, a worker is credited with a year of coverage if earnings equal or exceed the figures shown for each year in the following chart.

	Year
	Earnings
	Year
	Earnings

	1937-50
	$900
	1991
	$9,900

	1951-54
	900
	1992
	10,350

	1955-58
	1,050
	1993
	10,725

	1959-65
	1,200
	1994
	11,250

	1966-67
	1,650
	1995
	11,325

	1968-71
	1,950
	1996
	11,625

	1972
	2,250
	1997
	12,150

	1973
	2,700
	1998
	12,675

	1974
	3,300
	1999
	13,425

	1975
	3,525
	2000
	14,175

	1976
	3,825
	2001
	14,925

	1977
	4,125
	2002
	15,750

	1978
	4,425
	2003
	16,125

	1979
	4,725
	2004
	16,275

	1980
	5,100
	2005
	16,725

	1981
	5,550
	2006
	17,475

	1982
	6,075
	2007
	18,150

	1983
	6,675
	2008
	18,975

	1984
	7,050
	2009
	19,800

	1985
	7,425
	2010
	19,800

	1986
	7,875
	2011
	19,800

	1987
	8,175
	2012
	20,475

	1988
	8,400
	2013
	21,075

	1989
	8,925
	2014

2015
	21,750

22,050

	1990
	9,525
	
	


A guarantee is provided to protect workers with relatively low “noncovered” pensions. It provides that the reduction in the Social Security benefit under the modified formula cannot be more than one-half of that part of the pension attributable to earnings after 1956 not covered by Social Security. Effective for benefits based on applications filed in or after November 1989, the amount of the pension considered when determining the windfall guarantee is the amount payable in the first month of concurrent entitlement to both Social Security and the pension from noncovered employment.

