SOCIAL SECURITY

What benefits are paid under the Old-Age, Survivors, and Disability Insurance program (OASDI) of the Social Security Act?

This program provides disability and retirement benefits for the covered worker (and perhaps for the covered worker’s dependents) and survivor benefits for the deceased worker’s dependents.

What determines whether I am covered by these benefits?

Your coverage (or insured status) is determined generally by the periods of time during which you paid Social Security taxes. These periods of time are “quarters of coverage.”

How do I receive a “quarter of coverage?”

In 2015, you receive one quarter of coverage for each $1,220 of earnings (wages or self-employment income), up to a maximum of four quarters. The measure of earnings needed for a quarter of coverage has increased each year since 1978.

For years prior to 1978, you received one quarter of coverage for each quarter in which earnings were $50 or more in covered employment. If self-employed, you received 4 quarters of coverage in any year in which net earnings from self-employment totaled at least $400.

How do “quarters of coverage” determine my insured status?

Your quarters of coverage determine whether you are “currently insured” or “fully insured,” which in turn determines what benefits you or your family will receive.

How many quarters of coverage do I need to be “fully insured” or “currently insured?”

You may be fully insured under either of two tests: (1) if you have a least 40 quarters of coverage since 1936, or (2) if you have at least 1 quarter of coverage for each year elapsing after 1950 (or after the year in which you turned 21, if later) and before the year of your disability, death, or 62nd birthday (but you must have at least 6 quarters of coverage). To be “currently insured” you must have at least 6 quarters of coverage during the 13 calendar quarters ending with the quarter in which you die, or become entitled to retirement or disability benefits.

What benefits are available to my dependents should I die?

If you are currently insured, three types of benefits are payable: (1) a lump sum death payment of $255 if you are survived by a spouse eligible for benefits or a child entitled to benefits based on your earnings record, (2) monthly payments to your surviving spouse during the time your children are under 16 years of age, and (3) monthly payments to your children during the time they are under 18 years of age (or under 19 if a full-time high school or elementary school student).

If you are fully insured, your dependents are entitled to these additional benefits: (4) monthly payments to your surviving spouse at Full Retirement Age (FRA), or 60, if reduced benefits are elected; or 50, if disabled, and (5) monthly payments to your dependent father or mother at age 62.

At what age do retirement benefits start?

You may start drawing reduced benefits at age 62 if you wish. However, the Full Retirement Age (FRA), which is when unreduced benefits are available, is increasing to age 67 in gradual steps. Reduced benefit is 93.34% of Primary Insurance Amount (PIA) for retirement one year before FRA, 86.67% of PIA for retirement 2 years before FRA, and 80% of PIA for retirement 3 years before FRA. Benefit at age 62 is reduced by the following PIA percentages if worker is: born in 1943-1954, 75% of PIA; born in 1955, 74.2%; born in 1956, 73.3%; born in 1957, 72.5%; born in 1958, 71.7%; born in 1959, 70.8%; born in 1960 or after, 70%.

Can I lose Social Security benefits by working?

Yes, if you are under the Full Retirement Age (FRA). If you are under the FRA for all of 2015, benefits are lost if you earn over $15,720 for the year. If you reach the FRA in 2015, you can earn up to $41,880 without losing benefits, but earnings are counted only in the months before reaching FRA. For example, if you reach the FRA on July 15, 2015, only the earnings you earned from January 2015 through the end of June 2015 count towards the $41,8800 limit.

If I am receiving retirement benefits, will my spouse also receive benefits?

Your spouse may begin receiving monthly benefits at age 62 or older. The spouse of a retired worker is also entitled to a monthly benefit if the spouse has a child under 16 in care. A spouse’s benefit may be reduced if the spouse receives a government pension from a job that was not covered by Social Security. Children under 18 (or under 19 if a full-time high school or elementary school student) will also receive monthly benefits.

What determines the amount of Social Security benefit I will receive?

The amount of benefit is based upon your Primary Insurance Amount (PIA), which in turn is based upon your Average Indexed Monthly Earnings (AIME). Use the benefit tables to determine your current or future Social Security benefits. No calculations are necessary. Estimated AIMEs are provided based on a worker’s age and earnings level.

When does a beneficiary receive an automatic cost-of-living benefit increase?

Cost-of-living benefit increases are effective in December of each year and are reflected in Social Security checks mailed out the following month. Recent increases have been 2.7% in 2005, 4.1% in 2006, 3.3% in 2007, 2.3% in 2008, 5.8% in 2009, 0.0% in 2010 and 2011, 3.6% in 2012, 1.7% in 2013,  1.5% in 2014 and 1.7% in 2015. 
What is the delayed retirement credit?

You can increase your retirement benefit by delaying retirement past the FRA up to age 70. The delayed retirement credit gradually increased from 3% to 8% a year between 1990 and 2008. If you reach age 66 in 2014 and decide to delay receiving benefits, you will receive an increase in retirement benefits equal to 8% for each year you delay receiving benefits between the FRA and age 70.

What are the Social Security tax rates for 2015?

The Old-Age, Survivors, and Disability Insurance (OASDI) tax rate is 6.2% each for an employee and employer. The tax is imposed on up to $118,500 of wages, for a maximum tax of $7,347 each for an employee and an employer, or $14,508 for both employee and employer. The self-employment tax rate for OASDI is 12.4%. This tax is imposed on up to $118,5000 of self-employment income, for a maximum tax of $14,694.

The Medicare Hospital Insurance (HI) tax rate is 1.45% each for the employee and employer, and 2.9% for the self-employed. There is no limit on the amount of earnings subject to the HI tax. There may be an additional 0.9% Medicare tax on higher income earners and an additional 3.8% on unearned income, also on high earners.
There is a special income tax deduction of 50% of the self-employment tax.

What age must I be and what other requirements must I meet to be eligible for disability benefits?

You may be any age under the FRA. If you become disabled after age 30, you must be fully insured and must have worked in covered employment or covered self-employment for 5 out of the last 10 years. If disabled before age 31, you must have quarters of coverage in at least 1/2 the quarters between age 21 and disability (but not less than 6). Disability must be such that it can be expected to result in death or last at least 12 months. Your disability benefit equals your PIA at the time you are disabled. Family members receive benefits under the same rules that would apply if you retired. The maximum family benefit for disability benefits is generally lower than for retirement and survivor benefits.

Are Social Security benefits paid automatically when you qualify for them?

No. Benefits must be applied for before they are paid. First, be prepared to offer proof of age and relationship. Your marriage certificate and birth certificates for each member of the family should be kept in a safe and accessible place. Second, be sure your employer has your Social Security number recorded correctly. Third, be sure your Social Security account is maintained properly. You can apply for an official statement of earnings at www.ssa.gov. Your local Social Security office can also give you Form SSA-7004-SM, Request for Earnings and Benefit Estimate Statement. Fill out this form and mail it as indicated. After applying online or by sending in your form, you will receive an official statement of earnings that have been recorded in your Social Security account and an estimate of current death and disability benefits and future retirement benefits. 

Contact your local Social Security office: (1) if a worker in your family dies; (2) if you are disabled before the FRA; (3) when you near age 60, if you are a widow or widower; (4) when you near age 62; (5) when you reach FRA; and (6) when you reach age 70.

For additional information on Social Security benefits, see 2014 Social Security & Medicare Facts.
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