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Preface

The Supplement is a major resource for data on our nation’s social insurance and welfare programs.
The maijority of the statistical tables present information about programs administered by the Social
Security Administration—the Old-Age, Survivors, and Disability Insurance program, known col-
lectively as Social Security, and the Supplemental Security Income program. In addition, data are
presented on the major health care programs—Medicare and Medicaid—and social insurance pro-
grams, including workers’ compensation, unemployment insurance, temporary disability insurance,
Black Lung benefits, and veterans’ benefits. The Supplement also includes program summaries and
legislative histories that help users of the data understand these programs. Please note that addi-
tional disability tables and statistics can be found in the SS/ Annual Statistical Report and the Annual
Statistical Report on the Social Security Disability Insurance Program.

The Supplement has been published annually since 1940. Decisions affecting the future of Social
Security are facilitated by the availability of relevant data over a long period. The data provide a base
for research, policy analysis, and proposals for changing the programs. In addition to meeting the
Social Security Administration’s information needs, the Supplement strengthens the agency’s ability
to respond to requests for program data from congressional committees, government agencies at all
levels, and the research community.

The Supplement is prepared by Social Security Administration staff from various components
throughout the agency and by many individuals from other federal agencies. | would like to express
my thanks to them for their contributions. The inside cover includes a list of the persons and agencies
contributing to this edition.

Your suggestions and comments on this report are welcome. Any suggestions, comments, or
general questions about the report should be directed to Angela Y. Harper at 410-965-0090 or
statistics@ssa.gov. For specific questions about the data, please call or e-mail the contact listed
under each table or section. This report is available on our website at http://www.socialsecurity.gov
/policy, as are the SSI Annual Statistical Report, the Annual Statistical Report on the Social Security
Disability Insurance Program, and other reports. For additional copies of this report, please e-mail
op.publications@ssa.gov.

Manuel de la Puente
Associate Commissioner
for Research, Evaluation, and Statistics

February 2012



http://www.socialsecurity.gov/policy
http://www.socialsecurity.gov/policy

Errata Policy

If there are any additions or corrections to the data published herein, they will be posted as errata on the
web at http://www.socialsecurity.gov/policy/docs/statcomps/supplement/2011/index.html.
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Social Security
(Old-Age, Survivors, and Disability Insurance)

Employment and Earnings

Workers in OASDI covered employment, 2010 156.7 million
Average earnings, 2010 $40,410
Earnings required in 2011 for—
1 quarter of coverage $1,120
Maximum of 4 quarters of coverage $4,480

Earnings test exempt amounts for 2011

Under full retirement age for entire year $14,160
For months before reaching full retirement age in 2011 $37,680
Beginning with month of reaching full retirement age in 2011 Test eliminated

Program Data
Cost-of-living adjustment for December 2010

Average monthly benefit, December 2010
Retired workers
Widows and widowers, nondisabled
Disabled workers

Number of beneficiaries, December 2010
Old-Age, Survivors, and Disability Insurance

Old-Age Insurance

Total

Retired workers
Survivors Insurance

Total

Widows and widowers, nondisabled
Disability Insurance

Total

Disabled workers

Benefit payments, 2010
Old-Age, Survivors, and Disability Insurance
Old-Age and Survivors Insurance
Disability Insurance

Administrative expenses, 2010
Old-Age and Survivors Insurance
Amount
As a percentage of total benefits paid
Disability Insurance
Amount
As a percentage of total benefits paid

0.0 percent

$1,176
$1,134
$1,068

54.0 million

37.5 million
34.6 million

6.4 million
4.0 million

10.2 million
8.2 million

$701.6 billion
$577.4 billion
$124.2 billion

$3.5 billion
0.6 percent

$3.0 billion
2.4 percent
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Program Trends

About 54.0 million persons received Social Security
benefits for December 2010, an increase of 1,509,149
(2.9 percent) since December 2009. Sixty-nine
percent were retired workers and their spouses and
children, 12 percent were survivors of deceased
workers, and 19 percent were disabled workers and
their spouses and children.

Seventy-four percent of the 34.6 million retired
workers received reduced benefits because of
entitlement prior to full retirement age. Relatively
more women (76.4 percent) than men (71.4 percent)
received reduced benefits.

The number of beneficiaries aged 65 or older

rose from about 34.0 million in 2005 to more than
37.2 million in 2010 (9.4 percent). The number of
beneficiaries aged 85 or older increased at a greater
rate during the 5-year period (16.7 percent), from
fewer than 4.5 million in 2005 to more than 5.2 million
in 2010. In 2010, about 51,000 centenarians were
receiving Social Security.

About 21.0 million women aged 65 or older received
benefits for December 2010. About 9.3 million

(44.0 percent) were entitled solely to a retired-worker
benefit. About 6.2 million (29.4 percent) were dually
entitled to a retired-worker benefit and a wife's or
widow’s benefit, and about 5.6 million (26.7 percent)
were receiving wife's or widow's benefits only.

More than 3.2 million children under age 18 received
benefits, including 1,239,083 children of deceased
workers, 1,660,196 children of disabled workers, and
309,512 children of retired workers.

About 9.4 million persons received benefits based

on disability—8,203,951 disabled workers, 949,200
disabled adult children, and 244,953 disabled widows
and widowers. In addition, 160,300 spouses and
1,722,388 minor and student children of disabled
workers received benefits.

Average monthly benefits for December 2010 were
$1,176 for retired workers, $1,068 for disabled
workers, and $1,134 for nondisabled widows and
widowers. Among retired workers, monthly benefits
averaged $1,323 for men and $1,023 for women. For
disabled workers, average monthly benefits were
$1,191 for men and $931 for women. No cost-of-living
adjustment for 2011 went into effect in December
2010.

Average monthly family benefits for December 2010
were $2,133 for a widowed mother or father and
children; $1,838 for a disabled worker, wife, and
children; and $2,419 for a retired worker, wife, and
children.

Total OASDI benefit payments for calendar year 2010
were $701.6 billion. Payments from the OASI trust
fund were $577.4 billion—an increase of 3.6 percent
from the $557.2 billion paid in 2009.

Benefit payments from the DI trust fund, from

which benefits are paid to disabled workers, their
spouses, and children, increased by 5.0 percent from
$118.3 billion in 2009 to $124.2 billion in 2010.

OASDI benefit awards in calendar year 2010 totaled
5,697,011, including 2,634,439 to retired workers,
510,140 to their spouses and children, and 902,437 to
survivors of insured workers. Benefits were awarded
to 1,026,988 disabled workers and to 623,007 of their
spouses and children.
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Supplemental Security Income

Annual Payment Adjustments

Monthly federal benefit rate, effective January 2011
Individual living in his or her own household
Couple with both members eligible

Cost-of-living adjustment

Program Data

Federally administered payments
Benefits paid in 2010
Number of recipients, December 2010
Average benefit, December 2010

Federal SSI payments
Benefits paid in 2010
Number of recipients, December 2010
Average benefit, December 2010

Federally administered state supplementation
Benefits paid in 2010
Number of recipients, December 2010
Average benefit, December 2010

$674
$1,011

0.0 percent

$48.2 billion
7.9 million
$500.69

$44.6 billion
7.7 million
$478.73

$3.6 billion
a 2.4 million
$124.29

a. Includes 2.1 million persons receiving federal SSI and state supplementation and 0.3 million persons receiving state supplementation only.

Program Trends

* In December 2010, 7,912,266 persons received
federally administered SSI payments—235,580
more than the previous year. Of the total, 2,041,490
(25.8 percent) were aged 65 or older; 4,631,507
(58.5 percent) were blind or disabled aged 18—-64;
and 1,239,269 (15.7 percent) were blind or disabled
under age 18.

* The number of blind or disabled aged 18—64 rose
by 180,219 (4.0 percent) between December 2009
and December 2010, and the number under age 18
increased by 39,481 (3.3 percent).

During 2010, 1,042,124 persons were awarded
federally administered payments, an increase of
42,584 from the previous year. Of the 2010 awards,
731,265 went to blind or disabled recipients aged
18—-64, 204,219 to those blind or disabled under age
18, and 106,640 to recipients aged 65 or older.

Total federally administered SSI payments were
$48.2 billion in 2010, up 3.2 percent from 2009.
Federal SSI payments in 2010 were $44.6 billion

(an increase of 4.6 percent over the previous year).
Federally administered state supplementation totaled
$3.6 billion.
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Health Care

Medicare

Total benefits paid in calendar year 2010
Hospital Insurance (Part A)
Supplementary Medical Insurance (Part B)

Number of enrollees in July 2010 (one or both of Parts A and B)

Aged
Disabled

Administrative costs, 2010
Hospital Insurance
Amount
As a percentage of total benefits paid
Supplementary Medical Insurance
Amount
As a percentage of total benefits paid

Medicaid
Medical service expenditures in fiscal year 2009
Number of unduplicated recipients, fiscal year 2009

Average 2009 vendor payment per unduplicated recipient
Persons aged 65 or older
Permanently and totally disabled persons
Dependent children under age 21

Average 2009 vendor payment for medical services
Nursing facility services
Inpatient general hospital care
Prescribed drugs
Physicians services

$244.5 billion
$271.4 billion

47.7 million
39.6 million
8.0 million

$3.5 billion
1.4 percent

$3.5 billion
1.3 percent

$320.8 billion

62.5 million

$15,169
$15,454
$2,004

$29,448
$7,021
$940
$498
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Other Social Insurance Programs and Veterans’ Benefits

Unemployment Insurance
Total payments, 2009

Average—

Weekly benefit amount (regular programs)

Duration of benefits
Weekly insured unemployment

Covered employment

Workers’ Compensation
Benefit payments, 2009
Compensation payments
Medical and hospitalization
Benefits paid by—
Private insurance carriers

State and federal funds
Employers’ self-insurance

Covered workers per month

Costs as a percentage of covered payroll

Temporary Disability Insurance

Average weekly benefit, 2008

$79.6 billion

$309.60
18.8 weeks
5.7 million

126.5 million

$58.3 billion
$29 .4 billion
$28.9 billion

$30.5 billion
$13.7 billion
$14.2 billion

124.9 million

1.30 percent

California
State fund $417
Private plans $644
New York
Private plans $195
NOTE: Programs in effect in California, Hawaii, New Jersey, New York, Rhode Island, Puerto Rico, and the railroad industry.
Black Lung Benefits
Basic benefit to miner or widow $625
Maximum family benefit $1,251
Part B (claims filed before July 1, 1973)
Number of monthly benefits to miners, widows, and dependents, December 2010 25,293
Total benefits paid, calendar year 2010 $208.1 million
Part C (claims filed July 1, 1973, or later)
Total benefits paid, fiscal year 2010
Disability and survivors benefits $206.3 million
Medical benefits $31.0 million
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Veterans’ Benefits

Number of veterans with disability compensation or pension, 2010
Service-connected disability
Nonservice-connected disability

Monthly payment in 2011 for—
Service-connected disability
10 percent disability
Total disability
Nonservice-connected disability (maximum payment)
Without dependent
With one dependent and in need of aid and attendance

Poverty Data

Weighted average poverty thresholds, 2010
Individual, aged 65 or older
Couple, householder aged 65 or older
Family of four

Percentage of population with income below poverty level, 2010
All ages
Children under age 18 living in families
Persons aged 65 or older

3,210,000
314,000

$123
$2,673

$986
$1,950

$10,458
$13,194
$22,314

15.1 percent
21.4 percent
9.0 percent
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Social Security
(Old-Age, Survivors, and Disability Insurance)

The Old-Age, Survivors, and Disability Insurance
(OASDI) program provides monthly benefits to quali-
fied retired and disabled workers and their dependents
and to survivors of insured workers. Eligibility and
benefit amounts are determined by the worker’s con-
tributions to Social Security. There is no means test to
qualify for benefits, although there is a limit on income
earned from working that applies to those under the full
retirement age.

At the end of December 2010, 54 million people were
receiving benefits at a rate exceeding $58 billion each
month ($701 billion annually). According to the latest
Social Security Trustees Report, these cash benefits
made up 4.8 percent of the nation’s gross domestic
product. During the same year, approximately 157 mil-
lion employees and self-employed workers, along with
employers, contributed $639 billion to the OASDI trust
funds—through which contributions are credited and
benefits are paid.

Social Security benefits are essential to the economic
well-being of millions of individuals. In 2009, Social Secu-
rity paid benefits to 88 percent of married couples and
86 percent of nonmarried persons aged 65 or older. It is
the major source of income (providing at least 50 percent
of total income) for 54 percent of married couples and
73 percent of nonmarried persons aged 65 or older. It
contributes 90 percent or more of income for 22 percent
of married couples and 43 percent of nonmarried per-
sons aged 65 or older. (Total income excludes withdraw-
als from savings and nonannuitized IRAs or 401(k) plans;
it also excludes in-kind support, such as food stamps
and housing and energy assistance.)

Contributions and Trust Funds

A person contributes to Social Security through either
payroll taxes or self-employment taxes under the
Federal Insurance Contributions Act (FICA) or the
Self-Employment Contributions Act (SECA). Employ-
ers match the employee contribution, while self-
employed workers pay an amount equal to the combined
employer-employee contributions. (Self-employed work-
ers receive a special tax deduction to ease the impact
of paying the higher rate.) There is a maximum yearly
amount of earnings subject to OASDI taxes—$106,800
in 2011. There is no upper limit on taxable earnings for
Medicare Hospital Insurance. Employees whose earn-
ings exceed the maximum taxable amount because
they worked for more than one employer can receive
refunds of excess FICA payments when they file their
tax returns.

Taxes are allocated to three trust funds: the Old-Age
(retirement) and Survivors Insurance (OASI), the Disabil-
ity Insurance (DI), and the Medicare Hospital Insurance
(HI) Trust Funds. In addition to the taxes on FICA- and
SECA-covered earnings, OASI and DI trust fund rev-
enues include interest on trust fund securities, income
from taxation of OASI and DI benefits, certain technical
transfers, and gifts or bequests. By law, the OASI and DI
trust funds may only be disbursed for

* monthly benefits for workers and their families,

« vocational rehabilitation services for disabled
beneficiaries,

* administrative costs (currently less than 1 percent of
expenditures), and

* the lump-sum death payment to eligible survivors.

Revenue received from FICA and SECA payments
is transferred to the U.S. Treasury. Revenue in excess
of outlays is used to purchase special interest-bearing
Treasury bonds. These securities remain assets of the
trust funds until needed to cover Social Security costs.

Structure and Organization

The OASDI program is administered by the Social Secu-
rity Administration (SSA), which became an independent
agency in 1995. The commissioner of Social Security
serves a 6-year term following appointment by the presi-
dent and confirmation by the Senate. A bipartisan Social
Security Advisory Board serves to review existing laws
and policies, commission studies, and issue recommen-
dations intended to anticipate changing circumstances.
The president appoints three of the seven board mem-
bers, and Congress appoints the other four members.

The Social Security Administration’s organization is
centrally managed, with a nationwide network of over
1,500 offices, which includes Field Offices, Regional
Offices, Teleservice (800-Number) Centers, Process-
ing Centers, Hearings Offices, and State Disability
Determination Services. The organizational structure
is designed to provide timely, accurate, and responsive
service to the public. By integrating support services for
all programs, the Agency enhances efficiency, avoids
duplication of effort, and increases opportunities to pro-
vide one-stop service to the public.

The Social Security Administration is headquartered
in Baltimore, Maryland. Major headquarter components
include the National Computer Center, which contains
the mainframe computers that drive SSA systems; much
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of the executive staff for policy, programs, operations,
and systems; and field support components.

SSA'’s field structure is divided into 10 geographic
regions containing about 1,300 field offices in communi-
ties throughout the country. Field offices are the pri-
mary setting for personal contact with the public. Office
sizes range from large urban offices with 50 or more
employees to remote resident stations staffed by one
or two individuals. Each region is headed by a regional
commissioner and staffed with specialists to handle
regional administrative tasks and to assist field offices
with operational issues. In addition, there are teleservice
centers providing national toll-free service (1-800-772-
1213). Although physically located within the various
regions, each teleservice center manages the public’s
Social Security business from throughout the nation
using state-of-the-art communications systems.

Eight processing centers handle a variety of work-
loads involving disability cases, international claimants,
earnings records, and ongoing eligibility for Supple-
mental Security Income payments, as well as providing
service and support for the field offices and answering
calls to the toll-free number. The Hearings Offices and
Appeals Council make decisions on appeals of Social
Security determinations in claims for benefits.

Tables 2.F1-2.F11 provide SSA administrative

data on the agency’s national offices and workforce
(Tables 2.F1-2.F3), claims workloads (Tables 2.F4—
2.F6), delivery of services (Table 2.F7), and hear-
ings and appeals operations (Tables 2.F8—2.F11).

Program Changes

Program changes occur through legislation or (in areas
where authority is delegated to the commissioner)
through regulation. Changes are often implemented in
phases and may entail recurring annual changes beyond
the initial enactment date or year of first implementation.

Coverage and Financing

In 2011, about 158 million people will work in employ-
ment or self-employment that is covered under the
OASDI program. In recent years, coverage has become
nearly universal for work performed in the United States,
including American Samoa, Guam, the Northern Mari-
ana Islands, Puerto Rico, and the U.S. Virgin Islands.
Approximately 94 percent of the U.S. workforce is
covered by OASDI. Workers excluded from coverage fall
into five major categories:

1. Civilian federal employees hired before January 1,
1984;

2. Railroad workers (who are covered under the railroad
retirement system, which is coordinated with Social
Security);

3. Certain employees of state and local governments
who are covered under their employers’ retirement
systems;

4. Domestic workers and farm workers whose earnings
do not meet certain minimum requirements (workers
in industry and commerce are covered regardless of
the amount of earnings); and

5. Persons with very low net earnings from self-
employment, generally under $400 annually.

Table 2.A1 outlines the history of coverage provi-
sions and Table 2.A2 provides a history of provi-
sions regarding noncontributory wage credits, mostly
for military service.

For most employees, taxes are withheld from wages
beginning with the first dollar earned. The exceptions are
domestic employees, election workers, and agricultural
workers. In 2011, a domestic employee must earn $1,700
from any single employer in a calendar year before FICA
is withheld. Most election workers must earn $1,500 in
2011 before FICA is withheld. Most agricultural work-
ers’ wages are covered if the employer pays more than
$2,500 in total wages in a year or if the individual worker
earns over $150 in a year from a single employer.

Employees, their employers, and the self-employed
pay taxes on earnings in covered employment up to an
annual maximum taxable amount for OASDI. There is
no upper limit on taxable earnings for Medicare Hos-
pital Insurance (HI). The OASDI maximum taxable
amount—3$106,800 in 2011—is updated automatically
each year in relation to increases in the national aver-
age annual wage. The current FICA tax rate applicable
to employees is 4.2 percent for OASDI (3.59 percent
for OASI and 0.61 percent for DI) and 1.45 percent for
HI. The current FICA tax rate applicable to employ-
ers is 6.2 percent for OASDI (5.3 percent for OASI
and 0.9 percent for DI) and 1.45 percent for HI. Those
who are self-employed pay the combined employee-
employer rate of 10.4 percent for OASDI and 2.9 percent
for HI under SECA.

See Table 2.A3 for annual amounts of maximum
taxable earnings and contribution rates. Table 2.A4
shows historical annual maximum amounts of contri-
butions by employees and self-employed individuals.

Two deduction provisions reduce the SECA and
income tax liability of self-employed persons. The intent
of these provisions is to treat the self-employed in much
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the same manner as employees and employers are
treated for purposes of FICA and income taxes. The first
provision allows a deduction from net earnings from self-
employment equal to the amount of net earnings before
the deduction multiplied by one-half the SECA tax rate.
The effect of this deduction is intended to be analogous
to the treatment of the FICA tax paid by the employer,
which is disregarded as remuneration to the employee
for FICA and income tax purposes. The second provi-
sion allows an income tax deduction equal to one-half
of the amount of the SECA tax paid, which is designed
to reflect the income tax deductibility of the employer’s
share of the FICA tax.

Table 2.A5 describes income tax credits for 1984—
1989 intended to cushion the impact of increases in
FICA and SECA taxes enacted in 1983. The SECA
tax credits were replaced, effective 1990, by the
deduction provisions described above. Table 2.A6
outlines the history of provisions regarding appro-
priations from general revenues and interfund
borrowing.

Insured Status

Workers attain insured status upon earning the minimum
number of credits needed to become eligible for Social
Security benefits. Insured status is also required to
establish benefit eligibility for the worker’s family mem-
bers or survivors. The requirements for insured status
differ depending on the type of benefit involved.

To determine a worker’s insured status, Social
Security looks at the amount of the worker’s earnings
(employment or self-employment) covered under Social
Security and assigns “credits” for those earnings. These
credits are called quarters of coverage. In 2011, one
quarter of coverage (QC) is credited for each $1,120 in
annual covered earnings, up to a maximum of four QCs
for the year. Earnings of $4,480 or more in 2011 will give
the worker the maximum four QCs for the year regard-
less of when the money is actually paid during the year.
The amount of earnings required for a QC is adjusted
automatically each year in proportion to increases in the
average wage level.

Fully Insured

Eligibility for most types of benefits requires that the
worker be fully insured. To be fully insured, a worker
must have a number of QCs at least equal to the number
of calendar years elapsing between the year in which
the worker is age 21 (or 1950, if later) and the year in
which he or she reaches age 62, becomes disabled,

or dies—whichever occurs first. To compute “elapsed”
years, Social Security does not count the year in which

the worker attains age 21 (or 1950, if later) or the year in
which the worker attains age 62, becomes disabled, or
dies. If the resulting number of elapsed years is less than
6, the number is raised to 6. All workers need at least 6
QCs to be insured. Workers who reach age 62 in 1991 or
later need 40 QCs to be fully insured. Special rules may
apply if the worker had a prior period of disability. For
workers who become disabled or die before age 62, the
number of QCs needed for fully insured status depends
on their age at the time of disability or death.

Currently Insured

Generally, if a worker dies before meeting fully insured
status, benefits can still be paid to certain survivors

if the worker was “currently insured” at the time of
death. Survivors benefits are potentially payable to a
worker’s children and to a widow(er) who takes care of
the deceased’s child who is under age 16 or disabled
and receiving Social Security benefits. To be currently
insured, the worker must have earned 6 QCs in the

13 quarters ending with the quarter of death.

Additional Insured Status Requirements for
Noncitizens

The Social Security Protection Act of 2004 (Public Law
108-203) was signed into law on March 2, 2004. Sec-
tion 211 of this law imposed additional requirements for
determining fully and currently insured status. These
additional requirements affect noncitizen workers to
whom Social Security did not assign a Social Security
number (SSN) before January 1, 2004. A noncitizen
worker must meet one of two additional requirements
under section 211 in order for anyone to qualify for an
OASDI benefit based on the earnings record of the
noncitizen worker. These benefits include retirement or
disability insurance benefits, dependents or survivors
insurance benefits, the lump-sum death payment, and
Medicare based on end-stage renal disease.

For purposes of the above paragraph:

1. The noncitizen worker must have been assigned
an SSN for work purposes at any time on or after
January 1, 2004; or

2. The noncitizen worker must have been admitted to
the United States at any time as a nonimmigrant
visitor for business (B-1) or as an alien crewman (D-1
or D-2).

If a noncitizen worker who was not assigned an SSN
before January 1, 2004, does not meet one of these
additional requirements, then he or she cannot be fully
or currently insured. No one would qualify for OASDI
benefits based on the noncitizen worker’s earnings. This
is true even if the noncitizen worker appears to have the
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required number of quarters of coverage (QCs) in accor-
dance with the regular insured status provisions.

Disability Insured

To qualify for disability benefits, a nonblind worker must
have recent work activity in addition to being fully insured.
Under the requirement involving recent work, a nonblind
worker who is age 31 or older must have earned at least
20 QCs during the 40-calendar-quarter period ending
with the quarter in which the disability began. In gen-
eral, workers disabled at ages 24 through 30 must have
earned QCs in one-half of the calendar quarters begin-
ning with the quarter after the quarter in which age 21 is
attained and ending with the calendar quarter in which
the disability began. In this case, the quarters counted
will go back before the quarter in which the worker
turned age 21. Workers under age 24 need 6 QCs in the
12-quarter period ending with the quarter in which the
disability began. Workers who qualify for benefits based
on blindness need only be fully insured. Special rules
may apply if the worker had a prior period of disability.

Table 2.A7 summarizes the basic provisions con-
cerning insured status.

International Agreements

The president is authorized to enter into international
Social Security agreements (also called totalization
agreements) to coordinate the U.S. Old-Age, Survivors,
and Disability Insurance (OASDI) program with compa-
rable programs of other countries. The United States
currently has Social Security agreements in effect with
24 countries.

Social Security agreements and supplementary
agreements, by effective dates

Australia 2002 Italy 1978, 1986
Austria 1991, 1997 Japan 2005
Belgium 1984 Korea (South) 2001
Canada 1984, 1997 Luxembourg 1993
Chile 2001 Netherlands 1990, 2003
Czech Republic 2009 Norway 1984, 2003
Denmark 2008 Poland 2009
Finland 1992 Portugal 1989
France 1988 Spain 1988
Germany 1979, 1988, Sweden 1987, 2007
1996
Greece 1994 Switzerland 1980, 1989
Ireland 1993 United Kingdom 1985, 1997

International Social Security agreements have two
main purposes. First, they eliminate dual Social Security
coverage, the situation that occurs when a person from
one country works in another country and is required to
pay Social Security taxes to both countries on the same
earnings. Each agreement includes rules that assign a
worker’s coverage to only one country.

The second goal of the agreement is to help fill gaps
in benefit protection for workers who have divided their
careers between the United States and another coun-
try. Such workers may fail to qualify for Social Security
benefits from one or both countries because they have
not worked long enough to meet minimum eligibility
requirements. Under an agreement, these workers and
their family members may qualify for a partial U.S. ben-
efit based on fotalized (that is, combined) credits from
both countries. Similarly, workers may qualify for partial
benefits from the foreign country on the basis of total-
ized credits.

Table 5.M1 shows the number of beneficiaries
receiving totalization payments and their average
benefits.

Benefit Computation and
Automatic Adjustment Provisions

PIA Computation

The primary insurance amount (PIA) is the monthly
benefit amount payable to the worker upon initial entitle-
ment at full retirement age (FRA) or upon entitlement to
unreduced disability benefits. (FRA is the age at which
unreduced retirement benefits may be paid.) The PIA is
also the base figure from which monthly benefit amounts
are determined for early retirement, delayed retirement,
and for the worker’s family members or survivors. The
PIA is derived from the worker’s annual taxable earnings
from covered wages and self-employment, averaged
over a period that encompasses most of the worker’s
adult years. Until the late 1970s, the average monthly
wage (AMW) was the earnings measure generally used.
For workers first eligible for benefits after 1978, aver-
age indexed monthly earnings (AIME) have replaced the
AMW as the usually applicable earnings measure. The
PIA computation based on AIME currently involves the
following three steps:

1. Indexing of earnings. The worker’s annual taxable
earnings after 1950 are updated, or indexed, to
reflect the general earnings level in the indexing
year—the second calendar year before the year in
which the worker is first eligible; that is, first reaches
age 62, becomes disabled, or dies. Earnings in years
after the indexing year are not indexed; they are
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counted at their actual value. A worker’s earnings for
a given year are indexed by multiplying them by the
following ratio (indexing factor): the average wage in
the national economy for the indexing year, divided
by the corresponding average wage figure for the
year to be indexed.

Table 2.A8 shows the indexing factors applicable to
the earnings of workers who were first eligible from
1996 through 2011. Table 2.A9 shows indexed earn-
ings for workers first eligible from 2004 through 2011
who had maximum taxable earnings in each year
after 1950. For a detailed description of an AIME
computation, see Appendix D, “Computing a Retired-
Worker Benefit.”

2. Determining AIME. The number of years used
in the computation is determined by subtracting
the number of dropout years from the number of
elapsed years. Elapsed years are the full calendar
years between age 21 (or 1950, if later) and the
year of first eligibility. Years within an established
period of disability may be excluded from elapsed
years. Years with the lowest earnings are dropped
out of the computation. There are 5 dropout years
for retirement and survivor computations and for
many disability insurance benefit computations;
workers disabled before age 47 have 0 to 4 dropout
years (one-fifth the number of elapsed years). If the
resulting number of computation years is less than 2,
the number is automatically raised to 2. The number
of years required for computing retirement benefits is
35 for workers who were born after 1928, unless it is
lowered by an established period of disability.

The actual years used in the computation (the
computation years) are the years of highest indexed
earnings after 1950, including any years before

age 22 or after age 61 as well as the year of dis-
ability or death. AIME is calculated as the sum of
indexed earnings in the computation period, divided
by the number of months in that period.

Table 2.A10 provides a historical outline of provi-
sions related to AIME and AMW and describes varia-
tions in the number of dropout years. Table 2.A16
describes AMW benefit computations based on the
worker’s nonindexed earnings after 1950. (Very few
people currently being awarded benefits have PlAs
computed under the AMW computation method. The
method shown in Table 2.A16 is more frequently
applicable in earnings recomputations for workers
who reached age 62 before 1979.)

3. Computing the PIA. The formula used to compute
the PIA from AIME is weighted to provide a higher
PIA-to-AIME ratio for workers with comparatively low
earnings. The formula applies declining percentage
conversion rates to three AIME brackets. For workers
who reach age 62, become disabled, or die in 2011,
the formula provides a PIA equal to the sum of

90 percent of the first $749 of AIME, plus
32 percent of the next $3,768 of AIME, plus
15 percent of AIME over $4,517.

The PIA is increased by cost-of-living adjustments
(COLASs) beginning with the first year of eligibility.
The COLA for 2011 took effect in December 2010.

Table 2.A11 shows the PIA formula and first appli-
cable COLA for workers first eligible in 1979 or later.

The dollar amounts defining the AIME brackets
are referred to as bend points. These bend points (as
described in Table 2.A11) are updated automatically
each year in proportion to increases in the national
average wage level. This automatic adjustment ensures
that benefit levels for successive generations of eligible
workers will keep up with rising earnings levels, thereby
assuring consistent rates of earnings replacement from
one generation of beneficiaries to the next.

The PIA formula applicable to a worker depends on
the year of eligibility (or death) rather than on the year
benefits are first received. The year of eligibility for
retirement benefits is the year the worker attains age 62.
For workers born in 1945, the 2007 formula is used and
the PIA is increased by COLAs beginning with the one
taking effect in December 2007. Subsequent recom-
putations of the worker’s benefit, including additional
earnings not originally considered, delayed retirement
credits, or additional COLA increases, all refer to the
basic computation that originally applied on the basis of
the year of eligibility. The FRA for workers born in 1945
is 66 years.

Beginning in June 1982, benefits are rounded to
the next lower 10 cents. The final benefit payment is
rounded to the lower whole dollar amount (if not already
an even dollar). Before June 1982, benefits were paid
in 10-cent increments after rounding up to the next dime.

A cost-of-living increase in benefits generally is estab-
lished each year if the Consumer Price Index for Urban
Wage Earners and Clerical Workers (CPI-W), prepared
by the Department of Labor, indicates an increase of at
least 0.1 percent (after rounding) between two specified
quarters. The arithmetical mean of the CPI-W for July,
August, and September in the year of determination is
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compared with the arithmetical mean of the CPI-W for
the later of (a) July, August, and September in the year
in which the last effective cost-of-living increase was
established or (b) the 3 months of the calendar quarter
in which the effective month of the last general benefit
increase occurred. The percentage increase in the CPI-
W, rounded to the nearest 0.1 percent, represents the
size of the increase in benefits, effective in December of
the year in which the determination is made.

Under certain conditions, depending on the size of
the combined OASDI trust funds relative to estimated
disbursements, the applicability and size of a cost-of-liv-
ing adjustment may be determined under an alternative
method, called the stabilizer provision. In no case, how-
ever, are benefits reduced below the level of benefits in
the year of determination. Historically, this provision has
never been triggered.

Table 2.A18 presents a history of provisions relating
to the automatic adjustment of benefits, including a
description of the stabilizer provision. In addition, the
table includes a summary history and description of
provisions relating to the annual automatic adjustment
of (1) the maximum amount of taxable and creditable
earnings, (2) the dollar amount needed to establish a
quarter of coverage, (3) the bend points defining the
AIME brackets in the PIA formula and the PIA brack-
ets in the maximum family benefit formula, and (4) the
exempt amounts under the earnings (retirement) test.
All of these adjustments are linked to increases in

the level of the national average annual wage, rather
than to increases in the CPI. Table 2.A19 illustrates
the cumulative effect of statutory and automatic
increases in benefits for workers who have been in
benefit status over varying time periods.

Alternative PIA Computation Provisions

Special minimum PIA. Workers with low earnings but
steady attachment to the workforce over most of their
adult years may qualify for monthly benefits based on
the special minimum PIA computation. This computa-
tion does not depend on the worker’s average earnings
but on the number of coverage years—years in which
the worker had earnings equal to or above a specified
amount. The level of the special minimum PIA is the
same for workers having the same number of cover-
age years, regardless of age or year of first eligibility.
Increases in the special minimum PIA are linked to cost-
of-living adjustments.

See Table 2.A12 for additional information on the
special minimum PIA.

Windfall Elimination Provision (WEP). The WEP
affects workers who receive Social Security benefits
based on their own work and are also entitled to a pen-
sion based on noncovered work after 1956. First eligibil-
ity for the noncovered pension and for Social Security
benefits must be after December 31, 1985, for WEP to
apply. WEP reduces the Social Security PIA upon which
OASDI benefits are based and affects all benefits paid on
that record except those for survivors. The WEP reduc-
tion ceases when entitlement to the pension payment
ends, the wage earner dies, or the wage earner earns a
total of 30 years of substantial Social Security earnings.
The WEP reduction amount is limited to no more than
one-half the amount of the noncovered pension.

A WEP PIA is generally based on 40 percent of the
first bend point instead of 90 percent used for the regu-
lar AIME PIA. The maximum amount of the reduction is
half the amount of the first bend point for the applicable
eligibility year. The maximum reduction for WEP for the
2011 eligibility year is $374.50 (not to exceed one-half of
the pension from noncovered employment). SSA’s retire-
ment planner at http://www.socialsecurity.gov/retire2
/index.htm has a benefit calculator that includes WEP
calculations.

Example: A retired worker with a noncovered pen-
sion of $2,000 a month and fewer than 21 years of
covered employment attains age 62 in 2011.

Regular PIA, based on AIME of $1,000.
$749 x .90 = $674.10

$251 x .32 = $80.32

PIA = $754.42 rounded to $754.40

WEP PIA, based on AIME of $1,000.
$749 x .40 = $299.60

$251 x .32 = $80.32

PIA = $379.92 rounded to $379.90

If a worker has more than 20 years of substantial
covered earnings, the WEP PIA begins to increase. With
the 21st year of substantial covered earnings, the first
bend point percentage is increased by 5 percentage
points. This rate of increase applies for each additional
year of substantial covered earnings, through the 30th
year of substantial earnings at which point WEP no
longer applies. After 23 years of substantial coverage,
for example, the first bend point percentage would be
55 percent. Thirty years of substantial earnings would
yield a first bend point percentage of 90 percent (the
non-WEP percentage of the first bend point).

Examples of pensions subject to WEP are U.S. Civil
Service Retirement System annuities, retirement ben-
efits based on foreign earnings, and state and local
government pensions based on noncovered earnings.
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Table 2.A11.1 provides more detail about the WEP
computation and contains the amounts of substantial
earnings for years after 1990. Substantial earnings
for earlier years are listed in Table 2.A12.

Family maximum provisions. Monthly benefits payable
to the worker and family members or to the worker’s sur-
vivors are subject to a maximum family benefit amount.
The family maximum level for retired-worker families

or survivor families usually ranges from 150 percent

to 188 percent of the worker’s PIA. The maximum
benefit for disabled-worker families is the smaller of

(1) 85 percent of AIME (or 100 percent of the PIA, if
larger) or (2) 150 percent of the PIA.

Like the formula for determining the PIA, the maxi-
mum family benefit formula applicable to a worker
depends on the year of first eligibility (that is, the year of
attainment of age 62, onset of disability, or death). Once
the worker’s maximum family benefit amount for the year
of first eligibility is determined, it is updated in line with
the COLAs.

For information on family maximum provisions, as
described here, see Table 2.A13 (comparison of
family maximums to the PIAs on which they are
based) and Table 2.A14 (disability family maxi-
mums). Table 2.A17 shows the maximum family
benefit amounts applicable in cases of first eligibility
before 1979.

Benefit Types and Levels

Retired and Disabled Workers

The full retirement age (FRA) is the earliest age at which
an unreduced retirement benefit is payable (sometimes
referred to as the normal retirement age). The age for full
retirement benefits is scheduled to rise gradually from
age 65 to age 67; the first incremental increase affected
workers who reached age 62 in 2000. For workers who
reach age 62 in 2005 through 2016, FRA is age 66.

Reduced retirement benefits are available as early as
age 62. The monthly rate of reduction from the full retire-
ment benefit (that is, the PIA) is 5/9 of 1 percent a month
for the first 36 months immediately preceding FRA.

The reduction rate is 5/12 of 1 percent a month for any
additional months. The maximum overall reduction for
early retirement will rise from 20 percent to 30 percent
for those workers who reach age 62 in 2022 and later,
when age 67 becomes the FRA. For workers who reach
age 62 in 2005 through 2016, the maximum reduction is
25 percent.

Table 2.A17.1 shows the FRA and maximum reduc-
tion of retired-worker benefits by year of birth.

If a disabled worker receives a reduced retirement
benefit for months before disability entitlement, the dis-
ability benefit is reduced by the number of months for
which he or she received the reduced benefit.

For insured workers who postpone their retirement
beyond FRA, benefits are increased for each month
of nonpayment beyond that FRA up to age 70. This
increase is called a delayed retirement credit and is
potentially available for any or all months following
attainment of FRA (maximum of 60 months for workers
who attained age 65 before 2003). The total credit pos-
sible per year for delayed retirement credits is 8 percent
for workers who reach age 62 in 2005 or later.

Table 2.A20 shows a history of benefit increases
due to delayed retirement.

Spouses and Children of Workers

Spouses receive 50 percent of the worker’s PIA (regard-
less of the worker’s actual benefit amount), if the spouse
has attained FRA at entitlement to spousal benefits.

The spouse of a retired or disabled worker can elect
monthly benefits as early as age 62. These benefits are
reduced at the rate of 25/36 of 1 percent a month for the
first 36 months immediately preceding FRA and 5/12 of
1 percent for each additional month. The maximum over-
all reduction for early retirement will rise from 25 percent
to 35 percent by 2022, when age 67 becomes the FRA
for spouses attaining age 62 in that year.

Children of retired or disabled workers are also eligible
to receive monthly benefits. The term child refers to an
unmarried child under age 18, a child aged 18 to 19
attending elementary or secondary school full time, or
an adult child aged 18 or older who was disabled before
age 22. In addition, young spouses (that is, those under
age 62) who care for a worker’s entitled child may also be
eligible. For purposes of defining young spouses’ bene-
fits, the term child refers to an entitled child under age 16
or to a child of the worker aged 16 or older and disabled
before age 22. Children of retired or disabled workers
can receive up to 50 percent of the worker’s PIA, as can
young spouses. (The benefit of a young spouse is not
reduced for age.) Monthly benefits payable to the spouse
and children of a retired or disabled worker are limited to
a family maximum amount, as discussed earlier.

Benefits are payable to unmarried divorced spouses
of retirement age who were married at least 10 years to
the worker. A divorced spouse benefit is excluded from
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family maximum provisions. Divorced spouses aged 62
or older and divorced for 2 or more years (after marriage
of 10 or more years) may be independently entitled on
the record of the ex-spouse who is not yet entitled to
benefits, if the ex-spouse could be entitled to retirement
benefits if he or she applied.

Survivors Benefits

Widows and widowers of fully insured workers are
eligible for unreduced benefits at FRA. As with retired
workers and spouses, widow(er)s’ FRA will gradually
increase to age 67, but on a different schedule. Wid-
ows and widowers can elect reduced monthly benefits
at age 60 or, if disabled, as early as age 50. Surviving
divorced spouses can also receive benefits if married to
the worker for at least 10 years and not remarried before
age 60 (age 50 if disabled).

For survivors whose full benefit retirement age is
65, the monthly rate of reduction for the first 60 months
immediately preceding FRA is 19/40 of 1 percent of the
worker’s PIA, with a maximum reduction of 28.5 percent
at age 60. For survivors whose FRA is after 65, the
amount of reduction for each month prior to FRA is
adjusted accordingly to ensure that the maximum reduc-
tion at age 60 remains 28.5 percent of the worker’s PIA.

Benefits for widows and widowers are increased if the
deceased worker delayed receiving retirement benefits
beyond the FRA. In these cases, the survivor benefits
include any delayed retirement credits the deceased
worker earned. Conversely, if the worker had elected
early retirement, widow(er)s’ benefits are limited for
widow(er)s first entitled to survivors benefits at age 62
or later. For these beneficiaries, the benefit is the higher
of 82.5 percent of the worker’s PIA or the amount
the worker would be receiving if still alive. Disabled
widow(er)s aged 50 to 60 receive the rate of reduction
set for widow(er)s aged 60 (71.5 percent of PIA) regard-
less of their age at the time of entitlement.

Children of deceased workers and mother and
father beneficiaries under FRA are eligible to receive
monthly benefits up to 75 percent of the worker’s PIA if
the worker dies either fully or currently insured. Mother
and father beneficiaries must be caring for the worker’s
entitled child who is either under age 16 or disabled. A
dependent parent aged 62 or older is eligible for monthly
benefits equal to 82.5 percent of the worker’s PIA. When
two dependent parents qualify for benefits, the monthly
benefit for each is equal to 75 percent of the deceased
worker’s PIA. Monthly benefits payable to survivors are
reduced to conform to the family maximum payable on
the deceased worker’s account. Benefits for a surviving
divorced spouse, however, do not affect the maximum
benefit to the family.

See Table 2.A20 for more information on the
increases in the full (or normal) retirement age

for workers. Table 2.A21 describes age-related
reductions for dependent beneficiaries, as

does Table 2.A22 for widow(er)s. Additionally,
Tables 2.A23 and 2.A24 show the history of legis-
lation relating to special monthly benefits payable

to certain persons born before January 2, 1900.
Table 2.A25 summarizes the history of certain
OASDI benefits other than monthly benefit payments.
Table 2.A26 presents illustrative monthly benefit
amounts for selected beneficiary families, based on
hypothetical earnings histories representing five dif-
ferent earnings levels. Table 2.A27 shows minimum
and maximum monthly benefits payable to retired
workers retiring at age 62 in various years beginning
with 1957 (the first full year benefits became available
at age 62). Table 2.A28 shows minimum and maxi-
mum monthly benefits payable to retired workers retir-
ing at age 65 in various years beginning with 1940.

Provisions for Railroad Retirement Board
Beneficiaries

The OASDI tables do not include a number of persons
receiving Railroad Retirement benefits who would be eli-
gible for Social Security benefits had they applied. The
reason they have not applied is that receipt of a Social
Security benefit would reduce their Railroad Retirement
benefit by a like amount.

The Railroad Retirement Act of 1974, effective
January 1, 1975, provided that the regular annuity for
employees with 10 or more years of railroad service who
retired after December 31, 1974, would consist of two
components.

» Tier 1. A basic Social Security component equivalent
to what would be paid under the Social Security Act
on the basis of the employee’s combined railroad and
nonrailroad service, reduced by the amount of any
monthly benefit under OASDI actually paid on the
basis of nonrailroad work; and

» Tier 2. A “private pension” component payable over
and above the Social Security equivalent, calculated
on the basis of the number of years of railroad service.

Public Law 107-90 (the 2001 amendments to the
Railroad Retirement Act of 1974), effective January 1,
2002, revised the railroad service work requirement. The
railroad service work requirement is 10 or more years
of railroad service or, effective January 1, 2002, at least
5 years of railroad service after December 31, 1995. The
two components are unchanged.
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Effect of Current Earnings on Benefits

Annual Earnings Test

Individuals may receive Social Security retirement,
dependent, or survivor benefits and work at the same
time. However, under the law, those benefits could be
reduced if earnings exceed certain amounts.

Under the annual earnings test provisions of the
Social Security Act, beneficiaries who are younger than
full retirement age and have earnings in excess of cer-
tain exempt amounts may have all or part of their ben-
efits withheld. The annual earnings test exempt amount
for nondisabled beneficiaries is pegged to increases in
the average wage. Different rules on earnings apply to
beneficiaries who receive disability benefits, and are
described in a subsequent section.

For beneficiaries who are younger than FRA through-
out the year:

« The earnings test exempt amount is $14,160 in 2011.

+ Benefits are withheld at the rate of $1 for each $2 of
earnings above the exempt amount.

For beneficiaries who attain FRA in 2011, the annual
earnings test is significantly higher.

+ This earnings test exempt amount is $37,680 in 2011.
Only earnings before the month of attainment of FRA
are counted for purposes of this portion of the annual
earnings test.

+ Benefits are withheld at the rate of $1 for every $3 of
earnings above the exempt amount.

Individuals have the option to receive benefits under a
monthly earnings test if it is to their advantage to do so.
This option is usually exercised in the first year of entitle-
ment, because the monthly test permits payment for
some months even if the annual earnings limit is greatly
exceeded. Under the monthly test, beneficiaries receive
a full monthly benefit for months in which they do not
earn an amount equal to more than 1/12 the annual earn-
ings test. The monthly earnings test is applied to the self-
employed on the basis of the number of hours worked
instead of monthly earnings. Generally, beneficiaries are
eligible for the monthly earnings test in only one year.

A foreign work test applies to work outside the United
States in employment or self-employment that is not
subject to U.S. Social Security taxes. Benefits are with-
held for each month a beneficiary younger than FRA
works more than 45 hours.

The earnings test no longer applies beginning with
the month a beneficiary attains FRA. Elimination of the

earnings test at FRA is effective for taxable years end-
ing after December 31, 1999 (Public Law 106-182). At
FRA no benefits are withheld for earnings, regardless of
the amount of earnings.

Tables 2.A29 and 2.A29.1 provide historical detail
on the retirement test.

Automatic Adjustments for Additional Earnings

When a worker has earnings after filing for Social Secu-
rity benefits, the additional earnings are credited to the
worker’s record. The reduction factor and the computa-
tion of the PIA could be affected by the additional earn-
ings. These adjustments occur automatically; the worker
does not need to request the action.

Adjusted Reduction Factor. The reduction factor is
based on all months of entitiement prior to FRA. If a full
month or partial month of benefits is withheld because
of the earnings test, the reduction factor is automatically
adjusted at FRA. For widows and widowers, the auto-
matic adjustments are effective at age 62 and at FRA.
This adjustment of the reduction factor results in a higher
ongoing monthly benefit. For example, if retirement
benefits are claimed 36 months before FRA, a 36-month
reduction factor is applied to the PIA. If the earnings test
results in no payment of benefits for 6 of those months,
the reduction factor is automatically adjusted at FRA, the
ongoing reduction factor is changed to 30 months, and
benefits are increased retroactively to the month of FRA.

Recomputation. Additional earnings also have the
potential to increase the PIA. A recomputation is auto-
matically considered each year when earnings of the
insured worker are credited to the record. A recompu-
tation of the PIA is processed if the earnings result in
an increase to the PIA of at least $1.00. The increase
is retroactive to January of the year following the year
of new earnings. For example, if a beneficiary’s PIA is
$955.50 effective December 2010 and the beneficiary
had earnings in 2010, a recomputation would be con-
sidered for January 2011. After considering all earnings
through 2010, if it is found that the PIA has increased to
$976.50 as of January 2011, the recomputation can be
allowed because the increase is at least $1.00 over the
December 2010 PIA.

Earnings and Disability Benefits

Beneficiaries entitled on the basis of their own dis-
ability—disabled workers, disabled adult children, and
disabled widow(er)s—are not subject to the annual earn-
ings test. Substantial earnings by disabled beneficiaries,
however, may indicate that they are able to do work

that constitutes substantial gainful activity (SGA) and
therefore no longer meet the requirements for disability
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benefits. Although other factors are considered, numeri-
cal earnings thresholds are used to evaluate SGA.
Disabled beneficiaries must report all earnings to SSA
for timely evaluation of SGA.

Through 2000, SSA periodically changed the earn-
ings amount for which a nonblind disabled individual was
considered to be engaged in SGA. Effective January 1,
2001, SGA amounts are automatically adjusted annu-
ally on the basis of increases in the national average
wage index. The SGA amount for nonblind individuals in
calendar year 2011 is $1,000 per month.

A different definition of SGA applies to blind indi-
viduals receiving Social Security disability benefits.
Increases in the SGA amount for blind individuals have
been pegged to increases in the national average wage
index since 1978. The SGA level for blind individuals in
calendar year 2011 is $1,640 per month.

A 9-month trial work period allows beneficiaries who
are still disabled to test their ability to work. During that
period, beneficiaries may earn any amount and still
receive full benefits. After the individual completes 9
trial work months, the SGA level is used to determine
whether earnings are substantial.

Table 2.A30 provides related historical data on dis-
ability program earnings guidelines.

Government Pension Offset

A pension from a federal, state, or local government
based on work that was not covered by Social Secu-

rity could reduce the amount of a spouse’s or widow’s

or widower’s Social Security benefits. Social Security
benefits are reduced (offset) by two-thirds of the govern-
ment pension if the pension is based on noncovered
work by the spouse, widow, or widower. For example, for
a monthly civil service pension of $600, two-thirds, or
$400, would offset a Social Security spousal benefit. An
individual eligible for a Social Security spousal benefit of
$500 would receive $100 per month from Social Secu-
rity ($500 — $400 = $100). The intent of the Govern-
ment Pension Offset provision is to ensure that, when
determining the amount of spousal benefits, government
employees who do not pay Social Security taxes are
treated in a manner similar to those who work in the
private sector and pay Social Security taxes. The law
requires that Social Security spousal benefits be offset
dollar for dollar by the amount of a spouse’s own Social
Security retirement benefit. For example, if a woman
worked and earned her own $600 monthly Social
Security retired-worker benefit but was also eligible for a
$500 spouse’s benefit on her husband’s Social Security

record, the spousal benefit would not be paid because it
would be offset by her own Social Security benefit.

Exceptions to the Government Pension Offset could
apply if some of the work on which the pension is

based was in covered employment. Specific rules apply
depending on the employer and on the dates of employ-
ment. There are also exemptions for those who were eli-
gible for the government pension before December 1982
or before July 1983, if specific criteria are met.

Taxation of Benefits

Up to 85 percent of Social Security benefits may be sub-
ject to federal income tax depending on the beneficiary’s
income, marital status, and filing status. The definition

of income for this provision is as follows: adjusted gross
income (before Social Security or Railroad Retire-

ment benefits are considered), plus tax-exempt inter-

est income, with further modification of adjusted gross
income in some cases involving certain tax provisions
of limited applicability among the beneficiary population,
plus half the Social Security and Tier 1 Railroad Retire-
ment benefits.

For married beneficiaries filing jointly with adjusted
gross income (as defined above) that is $32,000 a year
or less, no Social Security benefits are subject to taxa-
tion. If their adjusted gross income exceeds $32,000
but is $44,000 or less, up to 50 percent of the Social
Security benefit is subject to income tax. If their income
exceeds $44,000, up to 85 percent of the Social Security
benefit is subject to income tax. For married beneficiaries
filing separately who lived together any time during the
tax year, there is no minimum threshold. Up to 85 percent
of the Social Security benefit is subject to income tax.

For individuals in all other filing categories (single,
head of household, qualifying widow(er), and married
filing separately but who lived apart from their spouse for
the entire year), the income threshold is $25,000. Gener-
ally, up to 50 percent of benefits are taxable for income
between $25,001 and $34,000, and up to 85 percent of
benefits are taxable for income exceeding $34,000.

Like all matters dealing with tax liability, taxation of
Social Security benefits falls under the jurisdiction of the
Internal Revenue Service.

Table 2.A31 shows the history of provisions related
to taxation of Social Security benefits. Table 2.A32
offers examples to illustrate when benefits are tax-

able, and the amount subject to taxation.

CONTACT: (410) 965-0090 or statistics@ssa.gov.
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Supplemental Security Income

Program Overview

The Supplemental Security Income (SSI) program
provides income support to persons aged 65 or older,
blind or disabled adults, and blind or disabled children.
Eligibility requirements and federal payment standards
are nationally uniform. The 2011 federal SSI benefit rate
for an individual living in his or her own household and
with no other countable income is $674 monthly; for a
couple (with both husband and wife eligible), the SSI
benefit rate is $1,011 monthly.

Payments under SSI began in January 1974. SSI
replaced the former federal-state adult assistance
programs in the 50 states and the District of Columbia.
Under SSI each eligible person is provided a monthly
cash payment based on a statutory federal benefit
rate. Since 1975, these rates have been increased by
the same percentage as the cost-of-living increases
in OASDI benefits. If an individual or couple is living in
another person’s household and is receiving both food
and shelter from the person in whose household they
are living, the federal benefit rate is reduced by one-
third. This is done instead of determining the actual dol-
lar value of the in-kind support and maintenance.

For institutionalized persons, the eligibility require-
ments and payment standards depend on the type of
institution. With some exceptions, inmates of public insti-
tutions are ineligible for SSI. For persons institutionalized
for a complete calendar month, a maximum federal SSI
payment of $30 per month applies where (1) the institution
receives a substantial part of the cost of the person’s care
from the Medicaid program, or (2) the institution receives
payments from private health insurance on behalf of a
recipient under age 18. Other eligible persons in institu-
tions may receive up to the full federal benefit rate.

The federal payment is based on the individual’s
countable income. The first $20 in monthly OASDI ben-
efits or other earned or unearned income is not counted.
Also excluded is $65 of monthly earnings plus one-half
of any earnings above $65. For example, a person liv-
ing in his or her own household, whose sole income is
a $200 monthly OASDI benefit, would receive $494 in
federal SSI payments

$674 - ($200 - $20) = ($674 - $180) = $494.
A person whose income consists of $500 in gross

monthly earnings would receive $466.50 in federal SSI
payments

(($500 - $85) / 2) = $207.50 countable earnings
FBR $674 - $207.50 = $466.50 federal SSI

Individuals generally are not eligible for SSI if they
have resources in excess of $2,000 (or $3,000 for a cou-
ple). Certain resources are excluded, most commonly
a home, an automobile, and household goods and
personal effects. States have the option to supplement
the federal SSI payment for all or selected categories of
persons, regardless of previous state program eligibility.

SSI: History Of Provisions

Basic Eligibility Requirements

1972 (Public Law 92-603, enacted October 30). An indi-
vidual may qualify for payments on the basis of age,
blindness, or disability.

Aged: Any person aged 65 or older.

Blind: Any person with 20/200 or less vision in the
better eye with the use of correcting lenses, or with
tunnel vision of 20 degrees or less. An individual
transferred from a state Aid to the Blind program is
eligible if he/she received such state aid in Decem-
ber 1973 and continues to meet the October 1972
state definition of blindness.

Disabled: Any person unable to engage in any sub-
stantial gainful activity (SGA) by reason of any medi-
cally determinable physical or mental impairment
expected to result in death or that has lasted or can
be expected to last for a continuous period of at least
12 months. For a child under age 18, eligibility is
based on disability of severity comparable with that
of an adult. An individual transferred from a state Aid
to the Permanently and Totally Disabled (APTD) pro-
gram to SSl is also eligible if he/she received such
state aid in December 1973 and continues to meet
the October 1972 state definition of disability.

1973 (Public Law 93-233, enacted December 31). Only
persons who had received APTD before July 1973
and were on the rolls in December 1973 may receive
SSI on the basis of the state definition of disability;
those who became eligible for state aid from July
to December 1973 must meet the federal definition
of disability.

1980 (Public Law 96-265, enacted June 9). A disabled
recipient who loses federal SSI eligibility because
of earnings at the SGA level may continue to
receive a special benefit under section 1619 and
retain eligibility for Medicaid under Title XIX of the
Social Security Act. This special benefit status may
continue as long as the recipient has the disabling
impairment and meets all nondisability SSI eligibility
criteria. States have the option of supplementing this
special benefit.
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This provision of the law was in effect from Janu-
ary 1, 1981, through December 31, 1983. Beginning
in January 1984, under a 1-year demonstration proj-
ect, this provision was continued for persons already
eligible for either regular SSI payments or special
monthly benefits.

1984 (Public Law 98-460, enacted October 9). The

special benefit and Medicaid provisions of the 1980
legislation were extended through June 30, 1987
(retroactive to January 1, 1984).

1986 (Public Law 99-643, enacted November 10). The

special benefit and Medicaid provisions of the 1980
amendments are made permanent. The provisions
were amended effective July 1, 1987, with signifi-
cant modifications to simplify administration and to
allow free movement between regular SSI disability
payments and either the special cash benefit or
Medicaid eligibility under section 1619. The distinc-
tion between a disabled person eligible for regular
SSI payments and one eligible for 1619(a) is that the
latter has several months with gross earnings above
the SGA level. Previously, section 1619(a) status
required completion of a trial work period and the
determination that the work was SGA.

1996 (Public Law 104-193, enacted August 22). For

individuals under age 18, the “comparable severity”
standard is eliminated and replaced with a require-
ment that a child be considered disabled if he/she
has a medically determinable impairment that results
in “marked and severe functional limitations,” and
meets the existing statutory duration requirement.
The law also eliminates references to “maladaptive
behaviors” in the Listing of Impairments for children,
and discontinues the use of individualized functional
assessments for children.

SSiI eligibility is prohibited for an individual in any
month during which such an individual is a fugitive
felon, fleeing prosecution, or violating state or fed-
eral conditions of probation or parole.! In addition,
SSi eligibility is prohibited for 10 years for those con-
victed of fraudulently claiming residence to obtain
benefits simultaneously in two or more states.?

2006 (Public Law 109-171, enacted February 8).

Requires the Commissioner to conduct reviews of a

. In 2009, SSA entered into a nationwide class action settlement

that limits the felony crime offense codes upon which fugitive
felon nonpayments may be based under this statute. In 2010, the
agency stopped parole and probation violator nonpayments for
residents of New York, Connecticut, and Vermont pursuant to a
Second Circuit Court of Appeals decision in a pending proposed
nationwide class action suit.

. This last provision was repealed in 1999 by Public Law 106-169

and replaced with a provision providing for nonpayment of ben-
efits for up to 24 months for knowingly making false or misleading
statements regarding material facts.

specific percentage of SSl initial disability and blind-
ness cases involving individuals aged 18 or older
that are allowed by State Disability Determination
Service (DDS) agencies. The provision is phased in
as follows—for fiscal year 2006, the Commissioner
is required to review 20 percent of DDS allowances;
in fiscal year 2007, the requirement is 40 percent;
and, for fiscal years 2008 and thereafter, 50 percent
of all DDS allowances are required to be reviewed.
These reviews are to be made before the allowance
decision is implemented.

Other Eligibility Provisions
Citizenship and Residency

1972 (Public Law 92-603, enacted October 30). The
individual must reside within one of the 50 states or
the District of Columbia and be a citizen or an alien
lawfully admitted for permanent residence or perma-
nently residing in the United States under color of
law. Persons living outside the United States for an
entire calendar month lose their eligibility for such
a month.

1976 (Public Law 94-241, enacted March 24). Eligibil-
ity for SSI is extended to residents of the Northern
Mariana Islands, effective January 9, 1978.

1980 (Public Law 96-265, enacted June 9). The income
and resources of the immigration sponsors of
aliens applying for SSI are considered in determin-
ing eligibility for and the amount of payment. After
allowances for the needs of the sponsor and his/
her family, the remainder is deemed available for
the support of the alien applicant for a 3-year period
after admission to the United States for permanent
residence. This provision does not apply to those
who become blind or disabled after admission, to
refugees, or to persons granted political asylum.
(See section “Deeming of Income and Resources”
for subsequent changes to sponsor-to-alien deem-
ing provisions.)

1989 (Public Law 101-239, enacted December 19). SSI
eligibility is continued for a disabled or blind child
who was receiving SSI benefits while living in the
United States and is now living with a parent who
is a member of the U.S. Armed Forces assigned to
permanent duty ashore outside the United States,
but not where the parent is stationed in Puerto
Rico or the territories and possessions of the
United States.

1993 (Public Law 103-66, enacted August 10). Above
provision made applicable where the parentis a
member of the U.S. Armed Forces and stationed in
Puerto Rico or the territories and possessions of the
United States.
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1996 (Public Law 104-193, enacted August 22). Prohib-

its SSI eligibility for anyone who is not a U.S. citizen
or national. Aliens are not eligible unless they meet
the definition of “qualified alien” and the criteria for
certain exception categories, such as lawful per-
manent residents who earn or can be credited with
40 qualifying quarters of earnings, certain refugee
categories that may be granted time-limited eligibil-
ity, or active-duty U.S. military or veterans and their
spouses and children. For aliens ineligible under
the new standards who were receiving SSI as of
August 22, 1996, extends eligibility 1 year from
enactment.

(Public Law 104-208, enacted September 30).
Amends Public Law 104-193 to add to the list of
“qualified aliens” certain noncitizens (and their
children) who have been battered or subjected to
extreme cruelty by a spouse or parent or a member
of the spouse’s or parent’s family living in the same
household.

1997 (Public Law 105-18, enacted June 12). Extends

eligibility for aliens receiving SSI as of August 22,
1996, until September 30, 1997, for those found
ineligible under the new alien standards of Public
Law 104-193.

(Public Law 105-33, enacted August 5). Further
amends Public Law 104-193 to add Cuban and
Haitian entrants, and the child of a parent who has
been battered or subjected to extreme cruelty, to
the list of qualified aliens. Provides that Cuban and
Haitian entrants and Amerasian immigrants qualify
for time-limited eligibility, and increases the time
limit from 5 to 7 years for all time-limited categories.
Additional exceptions are added for qualified aliens:
(1) lawfully residing in the United States and receiv-
ing SSI benefits on August 22, 1996; and (2) lawfully
residing in the United States on August 22, 1996,
and meeting the definition of blind or disabled in the
Social Security Act.

Certain noncitizen American Indians are excepted
from the alien nonpayment provisions of Public
Law 104-193.

Extends eligibility for “nonqualified aliens” receiv-
ing SSI as of August 22, 1996, until September 30,
1998.

1998 (Public Law 105-306, enacted October 28).

Permanently extends eligibility of all remaining
“nonqualified aliens” who were receiving SSI ben-
efits when Public Law 104-193 was enacted on
August 22, 1996.

2000 (Public Law 106-386, enacted October 28). Non-

citizens, regardless of their immigration status, may
be eligible for SSI to the same extent as refugees, if

they are determined to be victims of “severe forms of
trafficking in persons.”

2004 (Public Law 108-203, enacted March 2). Extends

SSI eligibility to blind or disabled children who are
U.S. citizens living with a parent assigned to perma-
nent U.S. military duty outside of the United States
and who were not receiving SSI benefits when
living in the United States. Previously, only blind or
disabled children who received an SSI benefit for
the month before the parent reported for permanent
duty abroad were eligible. Effective April 2004 for
applications filed after enactment.

2007 (Public Law 110-161, enacted December 26).

Provides certain Iragi and Afghan aliens with special
immigrant status, as described in section 101(a)
(27) of the Immigration and Nationality Act. As
special immigrants, these Iraqgi and Afghan aliens
are eligible for resettlement assistance, entitlement
programs, and other benefits available to refugees
admitted under section 207 of such Act (admission
of refugees in emergency situations) for a period not
to exceed 6 months.

2008 (Public Law 110-181, enacted January 28). Pro-

vides certain Iraqi aliens who have provided service
to the United States with special immigrant status,
as described in section 101(a)(27) of the Immigra-
tion and Nationality Act. As special immigrants,
these Iraqis are eligible for resettlement assistance,
entitlement programs, and other benefits available
to refugees admitted under section 207 of such Act
(admission of refugees in emergency situations) for
a period not to exceed 8 months.

(Public Law 110-328, enacted September 30).
Extends the 7-year SSI eligibility period for certain
refugees, asylees, and other humanitarian immi-
grants (including victims of human trafficking) to

9 years for the period October 1, 2008 through
September 30, 2011. For those with naturalization
applications pending or awaiting the swearing-in
ceremony, the eligibility period is extended through
September 30, 2011. Also applies to the noncitizens
whose SSI had previously ceased due to the expira-
tion of the 7-year period. For these noncitizens, SSI
benefits will be paid for months in the period Octo-
ber 1, 2008 through September 30, 2011, for the
duration of the noncitizen’s reestablished eligibility.

2009 (Public Law 111-118, enacted December 19).

Eliminates the 8-month time limit on SSI eligibility for
certain Iragi and Afghan refugees who have pro-
vided service to the United States. The time-limited
eligibility for these individuals is now the same
period applicable to other humanitarian refugees.
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Other Benefits

1980 (Public Law 96-272, enacted June 17). SSI appli-
cants and recipients are not required as a condition
of eligibility to elect to receive Veterans Administra-
tion pensions under the Veterans and Survivors’
Pension Improvement Act of 1978 if the state of
residence lacks a medically needy program under
Title XIX.

Drug Addiction and Alcoholism (DA&A)

1972 (Public Law 92-603, enacted October 30). Any
disabled individual who has been medically deter-
mined to be an alcoholic or drug addict must accept
appropriate treatment, if available, in an approved
facility and demonstrate compliance with conditions
and requirements for treatment.

SSI payments are required to be made through a
representative payee—another person or public or
private agency designated by SSA to manage the
recipient’s benefit on his/her behalf.

1994 (Public Law 103-296, enacted August 15). Any
individual who is receiving SSI based on a disability
where drug addiction or alcoholism is a contribut-
ing factor material to the finding of disability must
comply with the DA&A treatment requirements. The
individual must accept appropriate treatment when
it is available and comply with the conditions and
terms of treatment. Instances of noncompliance with
the requirements result in progressively longer pay-
ment suspensions. Before payments can resume,
the individual must demonstrate compliance for
specific periods; 2 months, 3 months, and 6 months,
respectively, for the first, second, third, and subse-
quent instances of noncompliance. An individual
who is not in compliance with the DA&A treatment
requirements for 12 consecutive months shall not be
eligible for payments; however, this does not prevent
such individuals from reapplying and again becom-
ing eligible for payments.

SSI disability payments based on DA&A are also
limited to a total of 36 benefit months (beginning
March 1995) regardless of whether appropriate
treatment is available. Months for which benefits
are not due and received do not count toward the
36-month limit.

Payments based on DA&A must be made to a
representative payee. Preference is required to be
given to community based nonprofit social service
agencies and federal, state, or local government
agencies in representative payee selection. These
agencies when serving as payees for individuals
receiving payments based on DA&A may retain the
lesser of 10 percent of the monthly benefit or $50

(adjusted annually after 1995 by the Consumer Price
Index [CPI]) as compensation for their services.

Establishment of one or more referral and monitor-
ing agencies for each state is required.

1996 (Public Law 104-121, enacted March 29). An
individual is not considered disabled if DA&A is a
contributing factor material to a finding of disability.

Applies DA&A representative payee requirements
enacted under Public Law 103-296 to disabled SSI
recipients who have a DA&A condition and are inca-
pable of managing their benefits. In addition, these
recipients shall be referred to the appropriate state
agency administering the state plan for substance
abuse treatment.

Institutionalization

1972 (Public Law 92-603, enacted October 30). An
individual who is an inmate of a public institution is
ineligible for SSI payments unless the institution is
a facility approved for Medicaid payments and is
receiving such payments on behalf of the person.
Under regulations, the Medicaid payment must rep-
resent more than 50 percent of the cost of services
provided by the facility to the individual.

1976 (Public Law 94-566, enacted October 20). An
inmate of a publicly operated community residence
serving no more than 16 persons may, if otherwise
eligible, receive SSI.

1983 (Public Law 98-21, enacted April 20). Payments
may be made to persons who are residents of public
emergency shelters for the homeless for a period of
up to 3 months in any 12-month period.

1986 (Public Law 99-643, enacted November 10). Effec-
tive July 1, 1987, disabled or blind recipients who
were receiving special SSI payments or had special
SSI recipient status under section 1619 in the month
preceding the first full month of institutionalization,
may receive payments based on the full federal
benefit rate for the initial 2 full months of institution-
alization, if they reside in certain public medical, psy-
chiatric, or Medicaid facilities or in private Medicaid
facilities.

1987 (Public Law 100-203, enacted December 22).
Effective January 1, 1988, payments may be made
to persons who are residents of public emergency
shelters for the homeless, for up to 6 months in a
9-month period.

Effective July 1, 1988, continued SSI payments for
up to 3 months are permitted, at the rate that was
applicable in the month prior to the first full month of
institutionalization, for individuals whose expected
institutional stay on admission is not likely to exceed
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3 months, as certified by a physician, and for whom
the receipt of payments is necessary to maintain liv-
ing arrangements to which they may return.

1996 (Public Law 104-193, enacted August 22). Effec-
tive December 1996, institutionalized children under
age 18 whose private health insurance is making
payments to the institution may receive no more
than $30 per month in federal SSI.

2009 (Public Law 111-115, enacted December 15). Pro-
hibits the payment of any retroactive SSI benefits to
individuals while they are in prison, are in violation of
conditions of their parole or probation, or are fleeing
to avoid prosecution for a felony or a crime punish-
able by sentence of more than 1 year. These retro-
active benefits will not be paid until the beneficiary is
no longer a prisoner, probation or parole violator, or
fugitive felon.

Vocational Rehabilitation (VR) and Treatment

1972 (Public Law 92-603, enacted October 30). Blind
or disabled individuals receiving federal SSI ben-
efits who are under age 65 must be referred to
the state agency providing services under the
Vocational Rehabilitation Act and must accept the
services offered. States are reimbursed for the cost
of services.

1976 (Public Law 94-566, enacted October 20). Blind or
disabled children under age 16 must be referred to
the state agency administering crippled children’s
services or to another agency designated by the
state. States are reimbursed for the cost of services.

Of funds provided for these services, at least 90 per-
cent must be used for children under age 6 or for
those who have never attended public schools.

1980 (Public Law 96-265, enacted June 9). Disabled
SSI recipients who medically recover while enrolled
in approved VR programs of state VR agencies may
continue to receive benefits during their participa-
tion in such programs if the Commissioner of Social
Security determines that continuation in the program
will increase the probability that they leave the rolls
permanently.

1981 (Public Law 97-35, enacted August 13). Funding no
longer provided under Title XVI for medical, social,
developmental, and rehabilitative services to dis-
abled or blind children.

Reimbursement for the cost of rehabilitation ser-
vices will only be made if the services result in the
recipient’s return to work for a continuous period of
9 months. The work must be at the SGA earnings
level.

1984 (Public Law 98-460, enacted October 9). Autho-

rizes the reimbursement of states for the cost of VR
services provided to individuals who (1) continue

to receive benefits after medical recovery because
they are participating in a state VR program or

(2) refuse, without good cause, to continue in or
cooperate with the VR program in which they had
been participating.

1987 (Public Law 100-203, enacted December 22).

Extends the provision for continuation of payments
to disabled SSI recipients who have medically recov-
ered while enrolled in an approved VR program to
include blind SSI recipients.

1990 (Public Law 101-508, enacted November 5). Reim-

bursement authorized for the cost of VR services
provided in months in which the individual was not
receiving federal SSI payments, if

» SSil recipient status for Medicaid eligibility
purposes was retained under work incentive
provisions, or

» Benefits were suspended? (for a reason other than
cessation of disability or blindness), or

» Federally administered state supplementation was
received.

Extends benefit continuation provision to disabled
SSI recipients who medically recover while partici-
pating in a nonstate VR program.

1999 (Public Law 106-170, enacted December 17).

Establishes a Ticket to Work and Self-Sufficiency
program that will provide SSI (and OASDI) disability
beneficiaries with a ticket that can be used to obtain
VR services, employment services, or other sup-
port services, from an employment network (EN) of
their choice.

An EN chooses one of the two EN payment options
at the time it submits an application to SSA to
become an EN. The chosen payment system will
apply to all beneficiaries served. An EN can elect to
receive payment under the

* Outcome payment system, under which it can
receive payment for up to 60 outcome payment
months; or

* Outcome-milestone payment system, under which
it can receive payment for up to four milestones in
addition to outcome payments. These milestones
must occur before the EN enters the first month
for which it is eligible for an outcome payment.
Four milestone payments plus 60 months of
reduced outcome payments equal 85 percent of

3. Recipients who have lost eligibility for SSI benefits for fewer than

13 consecutive months are in suspended payment status.
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the total that would be available if the EN chose
the outcome payment system.

The four milestones are based on gross earnings
exceeding the SGA level for specified months. An
outcome payment month is any month in which SSA
does not pay any federal disability cash benefits to a
beneficiary because of work or earnings.

Also eliminates the requirement that blind or
disabled SSI recipients aged 16 through 64 be
referred to the state VR agency and accept the
services offered.

1997 (Public Law 105-33, enacted August 5). Modifies

provision of Public Law 104-193 to extend from 12 to
18 months the period for redetermining the disability
of children under age 18 under the new childhood
disability standard.

Modifies provision of Public Law 104-193 to permit
SSA to schedule a CDR for a disabled child for
whom low birth weight is a contributing factor mate-
rial to the determination of disability, at a date after
the child’s first birthday if the Commissioner deter-
mines the impairment is not expected to improve
within 12 months of the child’s birth.

Continuing Disability Reviews and Eligibility
Redeterminations
1994 (Public Law 103-296, enacted August 15). During

each of fiscal years 1996, 1997, and 1998, requires
SSA to conduct continuing disability reviews (CDRs)

Modifies provision of Public Law 104-193 to autho-
rize SSA to make redeterminations of disabled child-
hood recipients who attain age 18, more than 1 year
after the date such recipient attains age 18.

1999 (Public Law 106-170, enacted December 17). Pro-

on a minimum of 100,000 SSI recipients. In addi-
tion, during the same period, requires SSA to
redetermine the SSI eligibility of at least one-third
of all child SSI recipients who reach age 18 after
April 1995 during the 1-year period following attain-
ment of age 18. Redeterminations for persons
turning age 18 could count toward the 100,000
CDR requirement.

1996 (Public Law 104-193, enacted August 22). Repeals

the requirement that SSA redetermine the eligibil-
ity of at least one-third of all child SSI recipients
who reach age 18 after April 1995 during the 1-year
period following attainment of age 18.

Requires a CDR

» At least once every 3 years for SSI recipients
under age 18 who are eligible by reason of an
impairment that is likely to improve, and

* Not later than 12 months after birth for recipients
whose low birth weight is a contributing factor
material to the determination of their disability.

Requires eligibility redetermination for all child SSI
recipients eligible for the month before the month in
which they attain age 18.

Requires redetermination of eligibility for children
considered disabled based on an individual func-
tional assessment and/or consideration of maladap-
tive behavior.

Requires the representative payee of a child SSI
recipient whose continuing eligibility is being
reviewed to present evidence that the recipient is
receiving treatment that is considered medically
necessary and available for the condition which was
the basis for providing SSI benefits.

hibits the initiation of a CDR during the period that a
recipient is “using a ticket” under the Ticket to Work
program.

Deeming of Income and Resources
1972 (Public Law 92-603, enacted October 30). Deem-

ing occurs when the income and resources of
certain family members living in the same household
with the SSI recipient are considered in determining
the amount of the SSI payment. These family mem-
bers are the ineligible spouse of an adult recipient
and the ineligible parents of a child recipient under
age 21.

After deduction of personal allocations for the
spouse (or parents) and for ineligible children in the
home, and after application of income exclusions,
any remaining income of the spouse (or parents) is
added to the income of the eligible person.

1980 (Public Law 96-265, enacted June 9). Children

aged 18 or older are not subject to parental deeming.

Sponsor’s income and resources deemed to an
alien for 3 years.

1989 (Public Law 101-239, enacted December 19). Dis-

abled children receiving home care services under
state Medicaid programs, who are ineligible for SSI
because of deeming of parental income, and who
received SSI benefits limited to $30 while in a medi-
cal treatment facility, may receive the $30 monthly
allowance that would be payable if the recipient
were institutionalized.

1993 (Public Law 103-152, enacted November 24).

Sponsor-to-alien deeming period extended from
3 years to 5 years, effective January 1, 1994,
through September 30, 1996.
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Considers an ineligible spouse or parent who is
absent from the household because of active mili-
tary service to be a member of the household for
deeming purposes.

1996 (Public Law 104-193, enacted August 22). Deem-
ing of income and resources from an immigration
sponsor to a noncitizen continues until citizenship,
with exceptions for those who earn, or can be cred-
ited with, 40 qualifying quarters of earnings. Effec-
tive for those whose sponsor signs a new legally
enforceable affidavit of support.

(Public Law 104-208, enacted September 30).
Amends Public Law 104-193 to add two exceptions
to the sponsor-to-alien deeming:

* Provides that if the noncitizen is indigent and
would be unable to obtain food and shelter without
SSI benefits even after receiving support from
the sponsor, then only the amount of income
and resources actually provided by the sponsor
will be counted for a 12-month period after a
determination of indigence; and

» Provides that in certain cases, deeming would not
apply for a 12-month period (with some options
for extension) if the noncitizen (or his/her children)
has been battered or subjected to extreme cruelty
by family members.

1997 (Public Law 105-33, enacted August 5). Amends
Public Law 104-208 to add an additional excep-
tion to sponsor-to-alien deeming when the parent
of a noncitizen has been battered or subjected to
extreme cruelty by family members.

2006 (Public Law 109-163, enacted January 6). Provides
that individuals who were made ineligible for SSI
because of their spouses or parents being called
to active military duty would not have to file a new
application for SSI benefits if they again could be
eligible for benefits before the end of 24 consecutive
months of ineligibility.

Federal Benefit Payments
Federal Benefit Rates

Basic benefit standards are used in computing the
amount of federal SSI payments. Benefit levels differ
for individuals and couples living in households and for
persons in Medicaid institutions. Individuals or couples
living in their own households receive the full federal
benefit. If an individual or couple is living in another
person’s household and receiving support and mainte-
nance there, the federal benefit is reduced by one-third.
The federal benefit rates for persons in households are
increased annually to reflect increases in the cost of liv-
ing. Legislation affecting the level of federal benefit rates

since the inception of the SSI program are summarized
in Table 2.B1.

Windfall Offset

1980 (Public Law 96-265, enacted June 9). Requires
an offset (by reducing retroactive Social Security
benefits) for persons whose initial OASDI payment
is retroactive, to equalize total benefits with those if
paid when regularly due.

1984 (Public Law 98-617, enacted November 8).
Expands offset provision to allow for reduction of
retroactive SSI benefits and to apply in cases of
OASDI benefit reinstatement.

Proration of Benefit

1982 (Public Law 97-248, enacted September 3). Benefit
for first month of eligibility to be prorated by the
number of days in the month for which an applica-
tion has been filed and there is eligibility.

1996 (Public Law 104-193, enacted August 22).
Changes the effective date of an SSI application to
the first day of the month following the date on which
the application was filed or on which the individual
first becomes eligible, whichever is later. This, in
effect, eliminates prorated payments in initial claims.

Retrospective Monthly Accounting

1981 (Public Law 97-35, enacted August 13). Changes
the method of computing the SSI benefit to one
under which the benefit amount is computed on a
monthly basis and is based on income and other
characteristics in the previous (or second previous)
month.

1984 (Public Law 98-369, enacted July 18). Changes
the method of computing the SSI benefit to per-
sons receiving Title Il payments. The effect of the
increased Title Il income at the time of the cost-
of-living increase is not delayed as it otherwise
would be.

1987 (Public Law 100-203, enacted December 22). Pro-
vides an exception to retrospective monthly account-
ing so that amounts received under Aid to Families
with Dependent Children (AFDC), foster care,
refugee cash assistance, Cuban-Haitian entrant
assistance, or general and child welfare assistance
provided by the Bureau of Indian Affairs are counted
only in the month received.

1993 (Public Law 103-66, enacted August 10). Changes
the method of computing the SSI benefit to per-
sons receiving the value of the one-third reduction.
The effect of the increased value at the time of the
cost-of-living increase is not delayed as it otherwise
would be. Effective January 1995.
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2004 (Public Law 108-203, enacted March 2). Eliminates
triple counting of one-time, nonrecurring income by
providing that this income will be counted only for
the month that the income is received and not for
any other month during the transition to retrospec-
tive monthly accounting during the first 3 months of
an individual’s SSI eligibility. Effective April 2005.

Uncashed Checks

1981 (Public Law 97-35, enacted August 13). States that
have federally administered supplements are to be
credited their share of SSI checks that remain unne-
gotiated for 180 days.

1987 (Public Law 100-86, enacted August 10). SSI
checks now unnegotiable after 1 year. States are
credited their share of SSI checks after 1 year rather
than 180 days.

Rounding of Payment Amounts

1982 (Public Law 97-248, enacted September 3). Cost-
of-living adjustments in the federal SSI benefit and
income eligibility levels are to be rounded to the next
lower whole dollar, after the adjustment is calcu-
lated. Subsequent cost-of-living adjustments will be
calculated on the previous year’s benefit standard
before rounding.

Penalties Resulting in Nonpayment of Benefits for
False or Misleading Statements

1999 (Public Law 106-169, enacted December 14).
Provides for the nonpayment of OASDI and SSI
benefits (6, 12, and 24 months, respectively, for the
first, second, and third or subsequent violations) for
individuals found to have knowingly made a false
or misleading statement of material fact for use in
determining eligibility for benefits.

2004 (Public Law 108-203, enacted March 2). Expands
the administrative sanction of nonpayment of ben-
efits to situations in which an individual has failed to
disclose material information, if the person knew or
should have known that such failure was misleading.

Authorizes federal courts to order a defendant con-
victed of defrauding Social Security, Special Vet-
erans’ Benefits, or SSI to make restitution to SSA.
Restitution funds would be deposited to the trust
funds or General Fund of the Treasury, as appropri-
ate. Effective with respect to violations occurring on
or after the date of enactment.

Installment Payments

1996 (Public Law 104-193, enacted August 22). Estab-
lishes a schedule for paying retroactive SSI benefit
amounts that exceed 12 times the federal benefit

rate (FBR) plus the state supplement level. Pay-
ments would be made at 6-month intervals:

» The first installment would be 12 times the FBR
plus any federally administered state supplement.

* Any remaining retroactive benefits would be paid
in a second installment (not to exceed the first
payment amount).

» All remaining retroactive benefits would be paid in
the third installment.

Provides that where an underpaid individual has
incurred debts to provide for food, clothing, or
shelter, has expenses for disability-related items
and services that exceed the installment amount,

or has entered into a contract to purchase a home,
the installment payment would be increased by the
amount needed to cover those debts, expenses, and
obligations.

Provides that full retroactive payments be paid to an
individual who is terminally ill or, if currently ineli-
gible, is likely to remain so for the next 12 months.

2006 (Public Law 109-171, enacted February 8).
Requires that past-due monthly SSI benefits that
exceed three times the maximum monthly benefit
(federal benefit rate plus state supplementary pay-
ment amount, if any) payable to the individual be
paid in up to three installment payments, 6 months
apart. Also, limits the amount of the first two
installment payments to three times the maximum
monthly benefit. All remaining benefits due are to
be paid in the third installment. As under current
law, the amounts of the installment payments may
be increased in certain cases, such as those in
which the individual has outstanding debt relating to
food, clothing, or shelter, or has necessary medical
needs. Effective 3 months after enactment.

Exclusions from Income
General Exclusions

1972 (Public Law 92-603, enacted October 30). The first
$60 of earned or unearned income per calendar
quarter for an individual or couple; the next $195
and one-half the remainder of quarterly earned
income. Unearned income includes Social Security
benefits, other government or private pensions, vet-
erans’ benefits, and workers’ compensation.

1981 (Public Law 97-35, enacted August 13). The first
$20 of earned or unearned income per month for
an individual or couple; the next $65 and one-half
the remainder of monthly earned income. Unearned
income includes Social Security benefits, other gov-
ernment or private pensions, veterans’ benefits, and
workers’ compensation.
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2000 (Public Law 106-554, enacted December 21).

Earnings of persons defined as Social Security
statutory employees are treated as self-employment
income for SSI purposes.

Special Exclusions
1972 (Public Law 92-603, enacted October 30). Any

amount of tax rebate issued to an individual by any
public agency that is based on either real property
or food purchase taxes.

Grants, scholarships, and fellowships used to pay
tuition and fees at an educational institution.

Income required for achieving an approved self-
support plan for blind or disabled persons.

Work expenses of blind persons.

For blind persons transferred from state programs
to SSI, income exclusions equal to the maximum
amount permitted as of October 1972 under the
state programs.

Irregularly or infrequently received income totaling
$60 or less of unearned income and $30 of earned
income in a calendar quarter.

Payment for foster care of ineligible child residing in
recipient’s home through placement by a public or
private nonprofit child care agency.

One-third of any payment received from an absent
parent for the support of a child eligible for SSI.

Certain earnings of a blind or disabled child under
age 22 regularly attending an educational institution.

State or local government cash payments based on
need and designed to supplement SSI payments.

1976 (Public Law 94-331, enacted June 30). Disaster

assistance from income for 9 months and applica-
tion of one-third reduction for 6 months for certain
victims of disasters occurring between January 1,
1976, and December 31, 1976.

(Public Law 94-566, enacted October 20). Any
assistance based on need (including vendor pay-
ments) made to or on behalf of SSI recipients,
which is paid and wholly funded by state or local
governments.

The value of assistance provided under certain fed-
eral housing programs.

1977 (Public Law 95-113, enacted September 29). Food

stamps, federally donated food, and the value of
free or reduced price food for women and children
under the Child Nutrition Act and National School
Lunch Act.

(Public Law 95-171, enacted November 12). Provi-
sions excluding support and maintenance under
the Disaster Relief and Emergency Assistance Act
of 1974 extended on a permanent basis. Effective
January 1, 1978.

1980 (Public Law 96-222, enacted April 1). Earned

income tax credit treated as earned income (tempo-
rarily excluded from 1975 through 1980).

(Public Law 96-265, enacted June 9). Remunera-
tions received in sheltered workshops and work
activity centers are considered earned income and
qualify for earned income exclusions.

Impairment-related work expenses paid by the
individual (including cost for attendant care, medical
equipment, drugs, and services necessary to control
an impairment) are deducted from earnings when
determining if an individual is engaging in SGA.
Impairment-related work expenses are excluded

in calculating income for benefit purposes if initial
eligibility for benefits exists on the basis of countable
income without applying this exclusion.

1981 (Public Law 97-35, enacted August 13). Modifies

provision under which irregularly or infrequently
received income is excluded to conform to change
from quarterly to monthly accounting; amounts
excludable: $20 or less of unearned income and $10
of earned income in a month.

1982 (Public Law 97-377, enacted December 21). From

December 18, 1982, to September 30, 1983, certain
home energy assistance payments are excluded if a
state agency certified that they are based on need.

1983 (Public Law 97-424, enacted January 6). Support

or maintenance assistance (including home energy
assistance) provided in kind by a nonprofit organi-
zation or in cash or in kind by certain providers of
home energy is excluded if the state determines that
the assistance is based on need. Provision is appli-
cable through September 1984.

Certain home energy assistance payments are
excluded if a state agency certified that the assis-
tance is based on need. Provision is applicable
through June 1985.

1984 (Public Law 98-369, enacted July 18). The 1983

provisions for support and maintenance and home
energy assistance continue to October 1, 1987.

1986 (Public Law 99-498, enacted October 17). Edu-

cational assistance used for educational expenses
under the Higher Education Act of 1965 as
amended.

1987 (Public Law 100-203, enacted December 22). The

1983 provisions for support and maintenance and
home energy assistance made permanent.
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Excludes death payments (for example, proceeds
from life insurance) from SSI income determina-
tions to the extent they were spent on last illness
and burial.

Modifies the 1982 resource exclusion for burial
funds to extend the exclusion to any burial fund of
$1,500 or less maintained separately from all other
assets, thereby allowing interest to be excluded from
income if retained in the fund.

1988 (Public Law 100-383, enacted August 10). Resti-

tution payments made to Japanese internees and
relocated Aleutians.

1989 (Public Law 101-239, enacted December 19). Inter-

est on agreements representing the purchase of an
excluded burial space.

Payments from the Agent Orange Settlement.

Value of a ticket for domestic travel received as a
gift and not cashed.

1990 (Public Law 101-508, enacted November 5).

Earned income tax credit (including the child health
insurance portion).

Payments received from a state-administered fund
established to aid victims of crime.

Impairment-related work expenses excluded from
income in determining initial eligibility for benefits.

Payments received as state or local government
relocation assistance.

Payments received under the Radiation Exposure
Compensation Act.

Redefines as earned income, royalties earned in
connection with any publication of the individual’s
work and honoraria received for services rendered
(previously defined as unearned income).

1993 (Public Law 103-66, enacted August 10). Hostile

fire pay to members of the uniformed services.

Payments received as state or local government
relocation assistance made permanent.

1994 (Public Law 103-286, enacted August 1). Pay-

ments to victims of Nazi persecution.

1998 (Public Law 105-285, enacted October 27). Funds

made available to an SSI recipient by a state or local
government or a nonprofit organization as part of
the Individual Development Account demonstration
project.

(Public Law 105-306, enacted October 28). In-kind
gifts to children with life-threatening conditions by
tax-exempt organizations not converted to cash.

The first $2,000 annually of cash gifts by tax-exempt
organizations to, or for the benefit of, individuals
under age 18 with life-threatening conditions.

(Public Law 105-369, enacted November 12). Pay-
ments made under the Ricky Ray Hemophilia Relief
Fund Act of 1998.

2000 (Public Law 106-554, enacted December 21).

Interest on funds deposited in an individual develop-
ment account.

Any adjustments made to prior payments from other
federal programs to account for the error in the com-
putation of the Consumer Price Index during 1999.

2001 (Public Law 107-16, enacted June 7). The refund-

able child tax credit is excluded in determining eligi-
bility for means-tested programs, including SSI.

2004 (Public Law 108-203, enacted March 2). Changes

the calculation of infrequent and irregular income
from a monthly to a quarterly basis.

Excludes from the determination of an individual’s
income all interest and dividend income earned on
countable resources. Effective July 2004.

Permits the student earned income exclusion to
apply to any individual under age 22 who is a stu-
dent. Thus, students under age 22 who are married
or heads of households would be eligible for the
exclusion. Effective April 2005.

Excludes from the determination of income any gift
to an individual for use in paying tuition or educa-
tional fees, just as grants, scholarships, and fellow-
ships for such use are currently excluded from the
determination of income. Effective June 2004.

2005 (Public Law 109-64, enacted September 20).

Amends the National Flood Insurance Act of 1968
to specify that assistance provided under a program
for flood mitigation activities with respect to a prop-
erty would not be considered income or a resource
of the owner of the property when determining eli-
gibility for or benefit levels under any income assis-
tance or resource-tested program (including SSI)
that is funded in whole or in part by a federal agency
or by appropriated federal funds.

2006 (Public Law 109-432, enacted December 20).

Extends the present law that allows combat pay to
be considered for Earned Income Tax Credit (EITC)
purposes for one additional year (for taxable years
ending before January 1, 2008). For SSI purposes,
EITC payments are excluded from income, and are
not a countable resource for 9 calendar months fol-
lowing the month of receipt.

2008 (Public Law 110-185, enacted February 13). A

rebate payment received under the Economic
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Stimulus Act of 2008, and any other credit or refund
under section 6428 of the Internal Revenue Code,
would not be taken into account as income for pur-
poses of SSI.

(Public Law 110-245, enacted June 17). Privatized
military housing allowances withdrawn directly from
a servicemember’s pay by military payroll and paid
to the landlord will be considered in-kind income,
and the SSI benefit reduction attributable to the
housing allowance will be capped at one-third of the
federal benefit rate. In other cases, housing allow-
ances will be considered earned income.

Excludes any cash or in-kind benefits provided
under an AmeriCorps program from income con-
sideration. Effective for benefits payable for months
beginning 60 days after enactment.

2009 (Public Law 111-5, enacted February 17). A one-
time economic recovery payment of $250 to SSI
recipients will not be taken into account as income
for purposes of SSI.

The Making Work Pay tax credit, which provides a
tax credit in the form of decreased withholding by
employers, will not be counted as income.

2010 (Public Law 111-148, enacted March 23). Excludes
incentives an SSI recipient with Medicaid receives
for participating in an “Incentives for Prevention of
Chronic Diseases in Medicaid” (IPCDM) program
from consideration as income.

(Public Law 111-255, enacted October 5). Excludes
the first $2,000 received during a calendar year by
an SSl recipient or spouse as compensation for par-
ticipation in a clinical trial for rare diseases or condi-
tions from consideration as income. The exclusion is
effective for a 5-year period from date of enactment.

(Public Law 111-291, enacted December 8).
Excludes any settlement payments to American
Indians, under the Claims Resettlement Act of 2010,
from consideration as income.

(Public Law 111-312, enacted December 17).
Excludes federal tax refunds and advance payment
of refundable tax credits received after December
31, 2009, but before January 1, 2013, from consider-
ation as income.

Resources

1972 (Public Law 92-603, enacted October 30). Count-
able resources limited to $1,500 or less for an indi-
vidual and to $2,250 or less for a couple.

1984 (Public Law 98-369, enacted July 18). Limit on
countable resources raised by $100 a year for
individuals and $150 a year for couples, beginning
in calendar year 1985 through 1989. The respective

limits would become $2,000 for an individual and
$3,000 for a couple in 1989 and thereafter.

1999 (Public Law 106-169, enacted December 14).
Includes generally in the countable resources of an
individual the assets of a trust that could be used for
the benefit of the individual or spouse.

General Exclusions

1972 (Public Law 92-603, enacted October 30). A home
of reasonable value—established by regulation
as not exceeding a fair-market value of $25,000
($35,000 in Alaska and Hawaii).

Personal effects and household goods of reason-
able value established by regulation as not exceed-
ing a total market value of $1,500.

An automobile of reasonable value—established
by regulation as not exceeding a market value of
$1,200.

An automobile may be excluded, regardless of
value, if the individual’'s household uses it for
employment or medical treatment or if it is modified
to be operated by or for transportation of a handi-
capped person.

Life insurance with face value of $1,500 or less.

1976 (Public Law 94-569, enacted October 20). The
recipient’s home, regardless of value, is excluded
from consideration in determining resources.

1977 (Public Law 95-171, enacted November 12).
Assistance received under the Disaster Relief and
Emergency Assistance Act of 1974 for 9 months fol-
lowing receipt.

1979 Reasonable value for an automobile increased
by regulation to $4,500 of current-market value;
personal goods and household effects increased to
$2,000 of equity value.

1982 (Public Law 97-248, enacted September 3). The
value, within prescribed limits, of a burial space
for the recipient, spouse, and immediate family is
excluded. In addition, $1,500 each (less the value of
already excluded life insurance and any amount in
an irrevocable burial arrangement) may be set aside
for the burial of the recipient and spouse.

1984 (Public Law 98-369, enacted July 18). The unspent
portion of any retroactive Title Il or Title XVI pay-
ment is excluded for 6 months following its receipt,
and the individual must be given written notice of the
time limit on the exclusion.

1985 Regulations permit exclusion, regardless of value,
of an automobile needed for essential transporta-
tion or modified for a handicapped person. The
$4,500 current market value limit applies only if no
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automobile could be excluded based on the nature
of its use.

1987 (Public Law 100-203, enacted December 22). Pro-
vides for suspension of the 1980 transfer of assets
provision, in any month that it is determined that
undue hardship would result.

Real property that cannot be sold for the following
reasons: it is jointly owned,; its sale would cause the
other owner(s) undue hardship because of loss of
housing; its sale is barred by a legal impediment;
or the owner’s reasonable efforts to sell have been
unsuccessful.

Temporarily extends the 1984 exclusion of retroac-
tive Title Il and Title XVI benefits from 6 months to
9 months (the longer exclusion applies to benefits
paid in fiscal years 1988 and 1989).

1988 (Public Law 100-707, enacted November 23).
Removes the time limit for exclusion of disaster
assistance.

2004 (Public Law 108-203, enacted March 2). Increases
to 9 months and makes uniform the time period
for excluding from resources amounts attributable
to payments of past-due Social Security and SSI
benefits and earned income and child tax credits.
Effective for such payments received on or after the
date of enactment.

2005 Regulations permit exclusion of, regardless of
value,

* One automobile if used for transportation for
the beneficiary or a member of the beneficiary’s
household and

» Personal goods and household effects.

Special Exclusions

1972 (Public Law 92-603, enacted October 30). Assets
of a blind or disabled individual that are necessary
to an approved plan of self-support.

Tools and other property essential to self-support,
within reasonable limits. Shares of nonnegotiable
stock in regional or village corporations held by
natives of Alaska.

For persons transferred from state programs to SSl,
resource exclusions equal to the maximum amount
permitted as of October 1972 under the state
program.

1988 (Public Law 100-383, enacted August 10). Resti-
tution payments made to Japanese internees and
relocated Aleutians.

1989 (Public Law 101-239, enacted December 19).
Specifies that no limitation can be placed on

property essential to self-support used in a trade
or business, or by an individual as an employee
(including the tools of a tradesperson and the
machinery and livestock of a farmer).

Payments from the Agent Orange Settlement.

1990 (Public Law 101-508, enacted November 5).
Earned income tax credit excluded for the month fol-
lowing the month the credit is received.

Payments received from a state-administered fund
established to aid victims of crime excluded for a
9-month period. Individuals not required to file for
such benefits.

Payments received as state or local government
relocation assistance excluded for a 9-month period.
(The provision expired 3 years after its effective date.)

Payments received under the Radiation Exposure
Compensation Act.

1993 (Public Law 103-66, enacted August 10). Makes
permanent the 9-month exclusion of payments
received as state or local government relocation
assistance.

1994 (Public Law 103-286, enacted August 1). Pay-
ments to victims of Nazi persecution.

1996 (Public Law 104-193, enacted August 22). Dedi-
cated financial institution accounts required to be
established for large past-due benefits for disabled
individuals under age 18 with a representative
payee.

1998 (Public Law 105-285, enacted October 27). Funds
made available to an SSI recipient by a state or local
government or a nonprofit organization as part of
the Individual Development Account demonstration
project.

(Public Law 105-306, enacted October 28). In-kind
gifts to children with life-threatening conditions by
tax-exempt organizations not converted to cash.

The first $2,000 annually of cash gifts by tax-exempt
organizations to, or for the benefit of, individuals
under age 18 with life-threatening conditions.

(Public Law 105-369, enacted November 12). Pay-
ments made under the Ricky Ray Hemophilia Relief
Fund Act of 1998.

2000 (Public Law 106-554, enacted December 21).
Funds deposited by an individual in an individual
development account and the interest on those
funds.

2001 (Public Law 107-16, enacted June 7). The refund-
able child tax credit in the month of receipt and in
the following month.
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2004 (Public Law 108-203, enacted March 2). Grants,
scholarships, fellowships, or gifts to be used for
tuition or educational fees for 9 months after the
month of receipt.

2008 (Public Law 110-185, enacted February 13). A
rebate payment received under the Economic Stimu-
lus Act of 2008, and any other credit or refund under
section 6428 of the Internal Revenue Code, would
not be included as a resource during the month of
receipt or the 2 following months.

(Public Law 110-245, enacted June 17). State-pro-
vided pensions for aged, blind, or disabled veterans
(or their spouses). Effective for benefits payable for
months beginning 60 days after enactment.

2009 (Public Law 111-5, enacted February 17). A
one-time economic recovery payment of $250 to
SSI recipients will not be taken into account as a
resource for the month of receipt and the following
9 months.

The Making Work Pay tax credit, which provides
a tax credit in the form of decreased withholding
by employers, will not be taken into account as a
resource for the month of receipt and the following
2 months.

2010 (Public Law 111-148, enacted March 23). Excludes
incentives an SSI recipient with Medicaid receives
for participating in an IPCDM program from consid-
eration as a resource.

(Public Law 111-255, enacted October 5). Excludes
the first $2,000 received during a calendar year by
an SSI recipient or spouse as compensation for
participation in a clinical trial for rare diseases or
conditions from consideration as a resource.

(Public Law 111-291, enacted December 8).
Excludes any settlement payments to American
Indians, under the Claims Resettlement Act of 2010,
from consideration as a resource (for a period of 12
months from receipt).

(Public Law 111-312, enacted December 17).
Excludes federal tax refunds and advance payment
of refundable tax credits received after December
31, 2009, but before January 1, 2013, from consider-
ation as a resource (for a period of 12 months from
receipt).

Transfer-of-Resources Penalties

1980 (Public Law 96-611, enacted December 28).
Assets transferred for less than fair market value
for the purpose of establishing eligibility for ben-
efits under the Social Security Act are counted as
resources for 24 months after transfer.

1988 (Public Law 100-360, enacted July 1). Removes
the transfer-of-assets penalty for transfers made
July 1, 1988, or later.

1999 (Public Law 106-169, enacted December 14).
Provides a penalty under the SSI program for the
disposal of resources at less than fair market value.
The penalty is a loss of benefits for up to 36 months.
A formula is provided to determine the number of
months.

Presumptive and Emergency Payments
and Interim Assistance Reimbursement

Presumptive Payments

1972 (Public Law 92-603, enacted October 30). A per-
son applying on the basis of disability who meets all
other criteria of eligibility, and is likely to be disabled,
may receive payments for 3 months pending the dis-
ability determination.

1976 (Public Law 94-569, enacted October 20). Pre-
sumptive payment provision was extended to per-
sons applying on the basis of blindness.

1990 (Public Law 101-508, enacted November 5).
Extends the period for receipt of payments to
6 months.

Emergency Advance Payments

1972 (Public Law 92-603, enacted October 30). Any
applicant who can be presumed to meet the eligibil-
ity criteria, but has not yet been determined eligible,
and who is faced with a financial emergency may
receive an immediate cash advance of up to $100.

1987 (Public Law 100-203, enacted December 22).
Increases the maximum emergency advance pay-
ment amount to the maximum amount of the regular
federal SSI monthly benefit rate plus, if any, the fed-
erally administered state supplementary payment.

1996 (Public Law 104-193, enacted August 22). Appli-
cants who have a financial emergency may receive
an emergency advance payment in the month of
application, which, effective with this law, is always
before the first month of eligibility. These advance
payments are recouped by proportional reductions
in the recipient’s first 6 months of SSI benefits.

Interim Assistance Reimbursement

1974 (Public Law 93-368, enacted August 7). SSA may
enter into agreements with the states to repay them
directly for assistance payments made to an SSI
applicant while his/her claim is being adjudicated.
The repayment is made from the first check due to
the individual. This legislation expires June 30, 1976.
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1976 (Public Law 94-365, enacted July 14). The author-
ity to repay the state for interim assistance is made
permanent.

1987 (Public Law 100-203, enacted December 22).
Extends interim assistance reimbursement to situ-
ations in which payments are made by states or
political subdivisions to persons whose SSI pay-
ments were suspended or terminated and who
subsequently are found to be eligible for such
benefits. Also clarifies that the payment from which
the interim assistance reimbursement is paid must
be the first payment of benefits relating to the interim
period.

Medicaid Eligibility

1972 (Public Law 92-603, enacted October 30). States
can provide Medicaid coverage to all recipients of
SSI payments. Alternatively, they can limit coverage
by applying more restrictive criteria from the state
Medicaid plan in effect on January 1, 1972.

States can accept SSA determination of eligibility or
make their own determination.

1976 (Public Law 94-566, enacted October 20). Pre-
serves the Medicaid eligibility of recipients who
become ineligible for cash SSI payments due to the
cost-of-living increases in Social Security benefits.

1980 (Public Law 96-265, enacted June 9). Blind or
disabled recipients under age 65 no longer eligible
for either regular or special SSI payments because
of their earnings may retain SSI recipient status for
Medicaid eligibility purposes under the following
conditions: (1) they continue to have the disabling
impairment, (2) they meet all nondisability eligibil-
ity criteria except for earned income, (3) they would
be seriously inhibited from continuing employment
without Medicaid services, and (4) their earnings are
insufficient to provide a reasonable equivalent of SSI
payments and Medicaid.

In states that do not provide Medicaid coverage
categorically to all SSI recipients, qualification for
Medicaid benefits depends on the state’s specific
eligibility and program requirements.

The Medicaid provision of the 1980 legislation was
in effect from January 1, 1981, through Decem-
ber 31, 1983. Under a 1-year demonstration proj-
ect, beginning January 1, 1984, this provision was
continued for persons already eligible for regular or
special SSI payments or for retention of Medicaid
eligibility.

1984 (Public Law 98-460, enacted October 9). Medic-
aid provision of 1980 legislation extended through
June 30, 1987 (retroactive to January 1, 1984).

1986 (Public Law 99-272, enacted April 7). Restores

Medicaid eligibility for some disabled widow(er)s
who became ineligible for SSI when their Title Il
benefits increased in 1984 because of a change
in the Social Security disabled widow(er)s benefits
reduction factor.

1986 (Public Law 99-643, enacted November 10). The

SSI recipient status for Medicaid eligibility provision
of the 1980 amendments is made permanent.

Effective July 1, 1987, certain expenses are
excluded from earnings when determining suffi-
ciency of earnings to establish SSI recipient status
eligibility for Medicaid purposes:

 Impairment-related work expenses of disabled
persons,

» Work expenses of blind persons,

* Income required for achieving an approved self-
support plan, and

» The value of publicly funded attendant care
services.

Effective July 1, 1987, preserves the Medicaid
eligibility of recipients who become ineligible for SSI
payments because of entitlement to, or an increase
in, Social Security disabled adult child benefits on or
after the effective date.

Effective July 1, 1987, requires all states to provide
Medicaid coverage for recipients in special SSI
status (either receiving special SSI payments or in
the special recipient status described for 1980) if
they received Medicaid coverage the month before
special SSI status.

1987 (Public Law 100-203, enacted December 22).

Effective July 1, 1988, restores or preserves the
Medicaid eligibility of persons aged 60 or older who
are eligible for Social Security benefits as widows

or widowers (but not eligible for Medicare) and who
become ineligible for SSI payments or state supple-
mentation because of the receipt of old-age or survi-
vors insurance benefits under Social Security.

1990 (Public Law 101-508, enacted November 5). Age

limit for retention of SSI recipient status for Medic-
aid eligibility purposes (1980 and subsequent work
incentive provisions, above) is eliminated.

Preserves the Medicaid eligibility of SSI recipi-
ents who become ineligible for payments when
they become entitled to Social Security disabled
widow(er)s benefits following the revised definition
used for their disability.

1997 (Public Law 105-33, enacted August 5). Requires

states to continue Medicaid coverage for disabled
children who were receiving SSI payments as of
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August 22, 1996, and would have continued to be
eligible for such payments except that their eligibility
terminated because they did not meet the revised
SSI childhood disability standard established under
Public Law 104-193.

2006 (Public Law 109-171, enacted February 8). Begins

Medicaid coverage for children who are eligible for
SSI effective the month the SSI application is filed
or the first month of SSI eligibility, whichever is later.
(Under prior law, Medicaid eligibility for such chil-
dren began the month following the month of the
SSI application or first eligibility.)

State Supplementation
1972 (Public Law 92-603, enacted October 30). States

are given the option of providing supplementary pay-
ments both to recipients transferred from the state
program and to those newly eligible for SSI.

States may either administer the payments them-
selves or have the Social Security Administration
make payments on their behalf. When state supple-
mentary payments are federally administered, the
Social Security Administration makes eligibility and
payment determinations for the state and assumes
administrative costs.

“Hold harmless” protection, which limits a state’s
fiscal liability to its share of expenditures for Old-Age
Assistance, Aid to the Blind, and Aid to the Perma-
nently and Totally Disabled for calendar year 1972,
is provided to states electing federal administration
of their supplementary plans. This provision applies
only to supplementary payments that do not, on

the average, exceed a state’s “adjusted payment
level.” (The adjusted payment level is the average of
the payments that individuals with no other income
received in January 1972; it may include the bonus
value of food stamps. Adjustments are provided for
payments that had been below state standards.)

1973 (Public Law 93-66, enacted July 9). Provides

for mandatory state supplementation as assur-
ance against reduction of income for persons who
received state assistance in December 1973 and
were transferred to SSI. These supplementary pay-
ments must equal the difference between (1) the
amount of the state assistance payment that the
individual received in December 1973 plus other
income and (2) the individual’s federal SSI payment
plus other income.

1976 (Public Law 94-585, enacted October 21). After

June 30, 1977, when the federal SSI payment level
is increased by a cost-of-living increase, such an
increase will be excluded in calculating the “hold
harmless” amount.

Requires states to maintain state supplementation
payments at the level of December 1976 (“mainte-
nance of payments”) or to continue to pay in supple-
ments the same total annual amounts (“maintenance
of expenditures”) when the federal SSI payment
level is increased and thereby pass through any
increases in federal benefits without reducing state
supplements.

1982 (Public Law 97-248, enacted September 3). Begins

a 3-year phase out of “hold harmless” protec-

tion. Effective with fiscal year 1985, Wisconsin

and Hawaii (the only remaining “hold harmless”
states) assumed the full cost of their supplementary
payments.

1983 (Public Law 98-21, enacted April 20). Federal

pass-through law is adjusted (1) by substituting the
state supplementary payment levels in effect in
March 1983 for those in effect in December 1976
as the levels that states must maintain in complying
with the pass-through requirements, and (2) with
regard to the $20 (individual) and $30 (couple)
increase in the federal SSI standard in July 1983,
by requiring states to pass through only as much as
would have been required if the SSI cost-of-living
adjustment had been made in July 1983.

1987 (Public Law 100-203, enacted December 22). Pro-

vides for federal administration of state supplements
to residents of medical institutions.

Provides for required pass through of $5 increase in
federal rate for persons whose care in institutions is
paid in substantial part by Medicaid.

1993 (Public Law 103-66, enacted August 10). Requires

states to pay fees for federal administration of their
state supplementation payments. The fees are $1.67
for each monthly supplementary payment in fiscal
year 1994, $3.33 in fiscal year 1995, and $5.00 in
fiscal year 1996. Fees for subsequent fiscal years
will be $5.00 or another amount determined by the
commissioner to be appropriate. The commissioner
may charge the states additional fees for services
they request that are beyond the level customar-

ily provided in administering state supplementary
payments.

1997 (Public Law 105-33, enacted August 5). Revises

the schedule of per-payment fees for federal admin-
istration of state supplementation for fiscal years
1998 ($6.20) through 2002 ($8.50) and provides a
formula for determining the fee beyond fiscal year
2002.

1999 (Public Law 106-170, enacted December 17). A

state that has an agreement with SSA to administer
its supplementation payments must remit both pay-
ments and fees prior to the SSI payment date.
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2000 (Public Law 106-554, enacted December 21). SSI up to 100 percent of any underpayment of
Changes the effective date of above provision from benefits but limits any recovery from SSI benefits to
2009 to 2001. the lesser of 100 percent of the monthly benefit or

10 percent of the individual’s total monthly income.

Overpayment Recovery Effective with respect to overpayments that are out-

1984 (Public Law 98-369, enacted July 18). Limits the standing at the time of enactment.
rate of recovering overpayments from monthly
payments to the lesser of (1) the monthly payment Attorney Fees

or (2) 10 percent of a recipient’s monthly income.
Permits a higher or lower adjustment at the request
of the recipient subject to the agreement of the
Commissioner. The limit does not apply if fraud,

2004 (Public Law 108-203, enacted March 2). Extends
the current OASDI attorney fee withholding process
to SSI for a period of 5 years.

willful misrepresentation, or concealment of material 2010 (Public Law 111-142, enacted February 27).
information was involved on the part of the recipient Permanently extends the OASDI attorney fee with-
or spouse in connection with the overpayment. holding process to SSI. The prior authority expired

February 28, 2010. Allows direct payment of attor-

Waives recovery of certain overpayments due to . .
neys and certain nonattorney representatives.

amount of excess resources of $50 or less.

Provides temporary authority for the recovery of CONTACT: (410) 965-0090 or statistics@ssa.gov.
overpayments from tax refunds.

1988 (Public Law 100-485, enacted October 13). Grants
permanent authority to recover overpayments from
tax refunds.

1998 (Public Law 105-306, enacted October 28). Autho-
rizes SSA to collect SSI overpayments by offsetting
Social Security benefits, with a maximum monthly
offset of no more than 10 percent of the Social
Security benefit.

1999 (Public Law 106-169, enacted December 14).
Makes representative payees liable for an SSI over-
payment caused by a payment made to a recipient
who has died, and requires SSA to establish an
overpayment control record under the representative
payee’s Social Security number.

Requires SSA to recover SSI overpayments from
SSI lump-sum amounts by withholding at least

50 percent of the lump-sum payment or the amount
of the overpayment, whichever is less.

Extends all of the debt collection authorities cur-
rently available for the collection of overpayments
under the OASDI program to the SSI program.

2001 (Public Law 107-16, enacted June 7). Subjects
one-time tax refund payments provided under this
Act to overpayment recovery under tax refund offset
provisions.

2004 (Public Law 108-203, enacted March 2). Provides
for recovery of overpayment of SSI benefits by with-
holding from OASDI and Special Veterans’ Benefits
up to 100 percent of any underpayment of benefits
and 10 percent of ongoing monthly benefits.

Also provides for recovery of overpayment of OASDI
or Special Veterans’ Benefits by withholding from
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Medicare

The following are brief summaries of complex subjects as
of November 1, 2011. They should be used only as over-
views and general guides to the Medicare and Medicaid
programs. The views expressed herein do not necessar-
ily reflect the policies or legal positions of the Centers for
Medicare & Medicaid Services (CMS) or the Department
of Health and Human Services (HHS). These summaries
do not render any legal, accounting, or other professional
advice, nor are they intended to explain fully all of the pro-
visions or exclusions of the relevant laws, regulations, and
rulings of the Medicare and Medicaid programs. Original
sources of authority should be researched and utilized.

Overview

Title XVIII of the Social Security Act, designated “Health
Insurance for the Aged and Disabled,” is commonly
known as Medicare. As part of the Social Security
Amendments of 1965, the Medicare legislation estab-
lished a health insurance program for aged persons to
complement the retirement, survivors, and disability insur-
ance benefits under Title Il of the Social Security Act.

When first implemented in 1966, Medicare covered
most persons aged 65 or older. In 1973, the following
groups also became eligible for Medicare benefits: per-
sons entitled to Social Security or Railroad Retirement
disability cash benefits for at least 24 months, most per-
sons with end-stage renal disease (ESRD), and certain
otherwise noncovered aged persons who elect to pay a
premium for Medicare coverage. Beginning in July 2001,
persons with Amyotrophic Lateral Sclerosis (Lou Geh-
rig’s Disease) are allowed to waive the 24-month wait-
ing period. Beginning March 30, 2010, individuals in
the vicinity of Libby, Montana who are diagnosed with
an asbestos-related condition are Medicare-eligible.
Medicare eligibility could also apply to individuals in
other areas who are diagnosed with a medical condition
caused by exposure to a public health hazard for which
a future public health emergency declaration is made
under the Comprehensive Environmental Response,
Compensation, and Liability Act of 1980 (Public Law
96-510). This very broad description of Medicare eligibil-
ity is expanded in the next section.

Medicare originally consisted of two parts: Hospital
Insurance (HI), also known as Part A, and Supplemen-
tary Medical Insurance (SMI), which in the past was also

1. These summaries were prepared by Barbara S. Klees, Christian J.
Wolfe, and Catherine A. Curtis, Office of the Actuary, Centers for
Medicare & Medicaid Services, 7500 Security Blvd., Baltimore,
MD 21244. The authors wish to express their gratitude to Mary
Onnis Waid, who originated these summaries and diligently pre-
pared them for many years before her retirement.

known simply as Part B. Part A helps pay for inpatient
hospital, home health agency, skilled nursing facility,
and hospice care. Part A is provided free of premiums to
most eligible people; certain otherwise ineligible people
may voluntarily pay a monthly premium for coverage.
Part B helps pay for physician, outpatient hospital, home
health agency, and other services. To be covered by
Part B, all eligible people must pay a monthly premium
(or have the premium paid on their behalf).

A third part of Medicare, sometimes known as
Part C, is the Medicare Advantage program, which was
established as the Medicare+Choice program by the
Balanced Budget Act of 1997 (Public Law 105-33) and
subsequently renamed and modified by the Medicare
Prescription Drug, Improvement, and Modernization
Act (MMA) of 2003 (Public Law 108-173). The Medicare
Advantage program expands beneficiaries’ options for
participation in private-sector health care plans.

The MMA also established a fourth part of Medicare,
known as Part D, to help pay for prescription drugs not
otherwise covered by Part A or Part B. Part D initially
provided access to prescription drug discount cards, on a
voluntary basis and at limited cost to all enrollees (except
those entitled to Medicaid drug coverage) and, for low-
income beneficiaries, transitional limited financial assis-
tance for purchasing prescription drugs and a subsidized
enrollment fee for the discount cards. This temporary plan
began in mid-2004 and phased out during 2006. In 2006
and later, Part D provides subsidized access to prescrip-
tion drug insurance coverage on a voluntary basis for all
beneficiaries upon payment of a premium, with premium
and cost-sharing subsidies for low-income enrollees.

Part D activities are handled within the SMI trust fund
but in an account separate from Part B. It should thus be
noted that the traditional treatment of “SMI” and “Part B”
as synonymous is no longer accurate, since SMI now
consists of Parts B and D. The purpose of the two sepa-
rate accounts within the SMI trust fund is to ensure that
funds from one part are not used to finance the other.

When Medicare began on July 1, 1966, approximately
19 million people enrolled. In 2011, almost 49 million are
enrolled in one or both of Parts A and B of the Medicare
program, and over 12 million of them have chosen to
participate in a Medicare Advantage plan.

Entitlement and Coverage

Part A is generally provided automatically and free of
premiums to persons aged 65 or older who are eligible
for Social Security or Railroad Retirement benefits,
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whether they have claimed these monthly cash benefits
or not. Also, workers and their spouses with a sufficient
period of Medicare-only coverage in federal, state, or
local government employment are eligible beginning at
age 65. Similarly, individuals who have been entitled to
Social Security or Railroad Retirement disability benefits
for at least 24 months, and government employees with
Medicare-only coverage who have been disabled for
more than 29 months, are entitled to Part A benefits.
(As noted previously, the waiting period is waived for
persons with Lou Gehrig’s Disease, and certain per-
sons in the Libby, Montana vicinity who are diagnosed
with asbestos-related conditions are Medicare-eligible.
It should also be noted that, over the years, there have
been certain liberalizations made to both the waiting
period requirement and the limit on earnings allowed for
entitlement to Medicare coverage based on disability.)
Part A coverage is also provided to insured workers with
ESRD (and to insured workers’ spouses and children
with ESRD), as well as to some otherwise ineligible
aged and disabled beneficiaries who voluntarily pay a
monthly premium for their coverage. In 2010, Part A pro-
vided protection against the costs of hospital and spe-
cific other medical care to about 47 million people (over
39 million aged and almost 8 million disabled enrollees).
Part A benefit payments totaled $244.5 billion in 2010.

The following health care services are covered under
Part A:

* Inpatient hospital care. Coverage includes costs
of a semiprivate room, meals, regular nursing
services, operating and recovery rooms, intensive
care, inpatient prescription drugs, laboratory tests,
X-rays, psychiatric hospitals, inpatient rehabilitation,
and long-term care hospitalization when medically
necessary, as well as all other medically necessary
services and supplies provided in the hospital. An
initial deductible payment is required of beneficiaries
who are admitted to a hospital, plus copayments for
all hospital days following day 60 within a benefit
period (described later).

» Skilled nursing facility (SNF) care. Coverage is
provided by Part A only if the care follows within
30 days (generally) a hospitalization of 3 days
or more and is certified as medically necessary.
Covered services are similar to those for inpatient
hospital care, and include rehabilitation services and
appliances. The number of SNF days provided under
Medicare is limited to 100 days per benefit period
(described later), with a copayment required for days
21 through 100. Part A does not cover nursing facility
care if the patient does not require skilled nursing or
skilled rehabilitation services.

* Home health agency (HHA) care (covered by Parts
A and B). The Balanced Budget Act transferred

from Part A to Part B those home health services
furnished on or after January 1, 1998, that are
unassociated with a hospital or SNF stay. Part A will
continue to cover the first 100 visits following a 3-day
hospital stay or a SNF stay; Part B covers any visits
thereafter. Home health care under Parts A and B
has no copayment and no deductible.

HHA care, including care provided by a home health
aide, may be furnished part time by an HHA in the
residence of a homebound beneficiary, if intermittent
or part-time skilled nursing and/or certain other
therapy or rehabilitation care is necessary. Certain
medical supplies and durable medical equipment
may also be provided, although beneficiaries must
pay a 20 percent coinsurance for durable medical
equipment, as required under Part B of Medicare.
There must be a plan of treatment and periodic
review by a physician. Full-time nursing care, food,
blood, and drugs are not provided as HHA services.

» Hospice care. Coverage is provided for services
to terminally ill persons with life expectancies of
6 months or less who elect to forgo the standard
Medicare benefits for treatment of their illness and to
receive only hospice care for it. Such care includes
pain relief, supportive medical and social services,
physical therapy, nursing services, and symptom
management. However, if a hospice patient requires
treatment for a condition that is not related to the
terminal iliness, Medicare will pay for all covered
services necessary for that condition. The Medicare
beneficiary pays no deductible for the hospice
program but does pay small coinsurance amounts for
drugs and inpatient respite care.

An important Part A component is the benefit period,
which starts when the beneficiary first enters a hospi-
tal and ends when there has been a break of at least
60 consecutive days since inpatient hospital or skilled
nursing care was provided. There is no limit to the
number of benefit periods covered by Part A during a
beneficiary’s lifetime; however, inpatient hospital care is
normally limited to 90 days during a benefit period, and
copayment requirements (detailed later) apply for days
61 through 90. If a beneficiary exhausts the 90 days of
inpatient hospital care available in a benefit period, the
beneficiary can elect to use days of Medicare coverage
from a nonrenewable “lifetime reserve” of up to 60 (total)
additional days of inpatient hospital care. Copayments
are also required for such additional days.

All citizens (and certain legal aliens) aged 65 or older,
and all disabled persons entitled to coverage under
Part A, are eligible to enroll in Part B on a voluntary basis
by payment of a monthly premium. Almost all persons
entitled to Part A choose to enroll in Part B. In 2010,
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Part B provided protection against the costs of physician
and other medical services to about 44 million people
(almost 37 million aged and over 7 million disabled
enrollees). Part B benefits totaled $209.7 billion in 2010.

Part B covers certain medical services and supplies,
including the following:

* Physicians’ and surgeons’ services, including
some covered services furnished by chiropractors,
podiatrists, dentists, and optometrists;

» Services provided by Medicare-approved
practitioners who are not physicians, including
certified registered nurse anesthetists, clinical
psychologists, clinical social workers (other than
in a hospital or SNF), physician assistants, and
nurse practitioners and clinical nurse specialists in
collaboration with a physician;

« Services in an emergency room, outpatient clinic,
or ambulatory surgical center, including same-day
surgery;

* Home health care not covered under Part A;

» Laboratory tests, X-rays, and other diagnostic
radiology services;

» Certain preventive care services and screening tests;

» Most physical and occupational therapy and speech
pathology services;

» Comprehensive outpatient rehabilitation facility
services, and mental health care in a partial
hospitalization psychiatric program, if a physician
certifies that inpatient treatment would be required
without it;

» Radiation therapy; renal (kidney) dialysis and
transplants; heart, lung, heart-lung, liver, pancreas,
and bone marrow transplants; and, as of April 2001,
intestinal transplants;

» Approved durable medical equipment for home
use, such as oxygen equipment and wheelchairs,
prosthetic devices, and surgical dressings, splints,
casts, and braces;

* Drugs and biologicals that are not usually self-
administered, such as hepatitis B vaccines and
immunosuppressive drugs (certain self-administered
anticancer drugs are covered);

« Certain services specific to people with diabetes; and
* Ambulance services, when other methods of
transportation are contraindicated.

To be covered, all services must be either medi-
cally necessary or one of several prescribed preven-
tive benefits. Part B services are generally subject to a

deductible and coinsurance (see next section). Certain
medical services and related care are subject to special
payment rules, including deductibles (for blood), maxi-
mum approved amounts (for Medicare-approved physi-
cal, speech, or occupational therapy services performed
in settings other than hospitals), and higher cost-sharing
requirements (such as those for certain outpatient hos-
pital services). The preceding description of Part B-cov-
ered services should be used only as a general guide,
due to the wide range of services covered under Part B
and the quite specific rules and regulations that apply.

Medicare Parts A and B, as described above, con-
stitute the original fee-for-service Medicare program.
Medicare Part C, also known as Medicare Advantage, is
an alternative to traditional Medicare. Although all Medi-
care beneficiaries can receive their benefits through the
traditional fee-for-service program, most beneficiaries
enrolled in both Part A and Part B can choose to partici-
pate in a Medicare Advantage plan instead. Medicare
Advantage plans are offered by private companies and
organizations and are required to provide at least those
services covered by Parts A and B, except hospice ser-
vices. These plans may (and in certain situations must)
provide extra benefits (such as vision or hearing) or
reduce cost sharing or premiums. The primary Medicare
Advantage plans are:

* Local coordinated care plans (LCCPs), including
health maintenance organizations (HMOs), provider-
sponsored organizations, local preferred provider
organizations (PPOs), and other certified coordinated
care plans and entities that meet the standards set
forth in the law. Generally, each plan has a network of
participating providers. Enrollees may be required to
use these providers or, alternatively, may be allowed
to go outside the network but pay higher cost-sharing
fees for doing so.

* Regional PPO plans, which began in 2006 and offer
coverage to one of 26 defined regions. Like local
PPOs, regional PPOs have networks of participating
providers, and enrollees must use these providers or
pay higher cost-sharing fees. However, regional PPOs
are required to provide beneficiary financial protection
in the form of limits on out-of-pocket cost sharing, and
there are specific provisions to encourage regional
PPO plans to participate in Medicare.

» Private fee-for-service (PFFS) plans, which were not
required to have networks of participating providers
through 2010. In 2011, this is still the case for PFFS
plans in areas (usually counties) with fewer than two
network-based LCCPs and/or regional PPOs, and
members may go to any Medicare provider willing to
accept the plan’s payment. However, for PFFS plans
in network areas with two or more network-based
LCCPs and/or regional PPOs, provider networks are
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mandatory, and members may be required to use
these participating providers.

» Special Needs Plans, which are restricted to
beneficiaries who are dually eligible for Medicare and
Medicaid, live in long-term care institutions, or have
certain severe and disabling conditions.

For individuals entitled to Part A or enrolled in Part B
(except those entitled to Medicaid drug coverage), the
new Part D initially provided access to prescription drug
discount cards, at a cost of no more than $30 annu-
ally, on a voluntary basis. For low-income beneficiaries,
Part D initially provided transitional financial assistance
of up to $600 per year for purchasing prescription drugs,
plus a subsidized enroliment fee for the discount cards.
This temporary plan began in mid-2004 and phased out
in 2006.

Beginning in 2006, Part D provides subsidized access
to prescription drug insurance coverage on a voluntary
basis, upon payment of a premium, to individuals entitled
to Part A or enrolled in Part B, with premium and cost-
sharing subsidies for low-income enrollees. Beneficia-
ries may enroll in either a stand-alone prescription drug
plan (PDP) or an integrated Medicare Advantage plan
that offers Part D coverage. Enroliment began in late
2005. In 2010, Part D provided protection against the
costs of prescription drugs to about 34 million people.
Part D benefits totaled $61.7 billion in 2010.

Part D coverage includes most FDA-approved
prescription drugs and biologicals. (The specific drugs
currently covered in Parts A and B remain covered
there.) However, plans may set up formularies for their
prescription drug coverage, subject to certain statutory
standards. Part D coverage can consist of either stan-
dard coverage (defined later) or an alternative design
that provides the same actuarial value. For an additional
premium, plans may also offer supplemental coverage
exceeding the value of basic coverage.

It should be noted that some health care services are
not covered by any portion of Medicare. Noncovered
services include long-term nursing care, custodial care,
and certain other health care needs, such as dentures
and dental care, eyeglasses, and hearing aids. These
services are not a part of the Medicare program, unless
they are a part of a private health plan under the Medi-
care Advantage program.

Program Financing, Beneficiary Liabilities,
and Payments to Providers

All financial operations for Medicare are handled
through two trust funds, one for Hospital Insurance (Hl,
Part A) and one for Supplementary Medical Insurance

(SMI, Parts B and D). These trust funds, which are spe-
cial accounts in the U.S. Treasury, are credited with all
receipts and charged with all expenditures for benefits
and administrative costs. The trust funds cannot be used
for any other purpose. Assets not needed for the pay-
ment of costs are invested in special Treasury securities.
The following sections describe Medicare’s financing
provisions, beneficiary cost-sharing requirements, and
the basis for determining Medicare reimbursements to
health care providers.

Program Financing

The HI trust fund is financed primarily through a manda-
tory payroll tax. Almost all employees and self-employed
workers in the United States work in employment
covered by Part A and pay taxes to support the cost of
benefits for aged and disabled beneficiaries. The Part A
tax rate is 1.45 percent of earnings, to be paid by each
employee and a matching amount by the employer for
each employee, and 2.90 percent for self-employed per-
sons. Beginning in 1994, this tax is paid on all covered
wages and self-employment income without limit. (Prior
to 1994, the tax applied only up to a specified maximum
amount of earnings.) Beginning in 2013, an additional
Part A payroll tax of 0.9 percent will be collected on
earned income in excess of $200,000 (for those filing
income tax singly) and $250,000 (for those filing jointly;
the earnings thresholds are not indexed). The Part A tax
rate is specified in the Social Security Act and cannot be
changed without legislation.

Part A also receives income from the following
sources:

» a portion of the income taxes levied on Social
Security benefits paid to high-income beneficiaries;

* premiums from certain persons who are not
otherwise eligible and choose to enroll voluntarily;

» reimbursements from the general fund of the U.S.
Treasury for the cost of providing Part A coverage
to (1) certain aged persons who retired when Part A
began and thus were unable to earn sufficient
quarters of coverage (the last surviving members
of this group have died, and these reimbursements
are complete) and (2) those federal retirees similarly
unable to earn sufficient quarters of Medicare-
qualified federal employment;

* interest earnings on its invested assets; and
¢ other small miscellaneous income sources.

Payroll taxes are used mainly to pay benefits for cur-
rent beneficiaries.

The SMI trust fund differs fundamentally from the Hl
trust fund with regard to the nature of its financing. As
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previously noted, SMI is now composed of two parts,
Part B and Part D, each with its own separate account
within the SMI trust fund. The nature of the financing for
both parts of SMl is similar, in that both parts are primar-
ily financed by contributions from the general fund of the
U.S. Treasury and (to a much lesser degree) by benefi-
ciary premiums.

For Part B, the contributions from the general fund
of the U.S. Treasury are the largest source of income,
since beneficiary premiums are generally set at a level
that covers 25 percent of the average expenditures for
aged beneficiaries. The standard Part B premium rate
will be $99.90 per beneficiary per month in 2012. There
are, however, three provisions that can alter the pre-
mium rate for certain enrollees. First, penalties for late
enrollment (that is, enrollment after an individual’s initial
enrollment period) may apply, subject to certain statu-
tory criteria. Second, beginning in 2007, beneficiaries
whose income is above certain thresholds are required
to pay an income-related monthly adjustment amount,
in addition to their standard monthly premium. Finally, a
“hold-harmless” provision, which prohibits increases in
the standard Part B premium from exceeding the dollar
amount of an individual’s Social Security cost-of-living
adjustment, lowers the premium rate for certain individu-
als who have their premiums deducted from their Social
Security checks.

Under the “hold-harmless” provision, the Part B pre-
mium for 2010 remained at the 2009 amount of $96.40
for about 73 percent of Part B enrollees because the
Social Security cost-of-living adjustment was 0 percent
for 2010. Higher premium amounts ($110.50 or more)
were in effect for about 27 percent of Part B enroll-
ees, all of whom were ineligible for protection under
this provision. Those not protected included most new
enrollees during the year, enrollees with high incomes
who were subject to the income-related monthly adjust-
ment amount, and enrollees—such as certain federal,
state, and local government retirees—who did not have
their Part B premium withheld from a Social Security
check. Also not protected were Medicare-Medicaid
dual beneficiaries whose Part B premiums were paid by
state Medicaid programs. The increase in the standard
Part B premium rate, from $96.40 to $110.50, was higher
than it otherwise would have been because the cost of
adequately funding Part B was spread across a minority
of enrollees, rather than across all of them.

For 2011, the Social Security cost-of-living adjustment
was again 0 percent. Hence, under the “hold-harmless”
provision, most enrollees continued to pay the same
$96.40 or $110.50 Part B premium amount in 2011 that
they paid in 2010, with the majority of those enrollees
paying $96.40. The standard premium rate of $115.40

was in effect only for those enrollees who were not
eligible for protection under the “hold-harmless” provi-
sion. As in 2010, in order for Part B to be adequately
funded in 2011, the 2011 contingency margin had to be
increased to account for this situation, and, as a result,
a larger-than-usual premium increase was again borne
by a minority of Part B enrollees. For 2012, the Social
Security cost-of-living adjustment will be large enough,
in most cases, to cover the increase in the Part B
premium of $3.50 that most beneficiaries will experi-
ence. The “hold-harmless” provision will apply to those
individuals who have their premiums deducted from their
Social Security checks and for whom the cost-of-living
adjustment is less than $3.50. For those paying $110.50
or $115.40 in 2011, the Part B premium will decrease

in 2012.

The 2012 Part B income-related monthly adjustment
amounts and total monthly premium amounts to be paid
by beneficiaries, according to income level and filing
status, are shown in the following table.

2012 Part B income-related monthly adjustment
amounts and total monthly premium amounts
to be paid by beneficiaries, by filing status and
income level

Income-related
monthly adjustment
(dollars)

Total monthly
premium (dollars)

Income

Beneficiaries who file individual tax returns and are
single individuals, heads of households, qualifying widow(er)s
with dependent children, or married individuals who lived apart
from their spouse for the entire taxable year and file separately

Less than or equal to $85,000 0 99.90

Greater than $85,000 and less 40.00 139.90
than or equal to $107,000

Greater than $107,000 and less 99.90 199.80
than or equal to $160,000

Greater than $160,000 and less 159.80 259.70
than or equal to $214,000

Greater than $214,000 219.80 319.70

Beneficiaries who file joint tax returns

Less than or equal to $170,000 0 99.90

Greater than $170,000 and less 40.00 139.90
than or equal to $214,000

Greater than $214,000 and less 99.90 199.80
than or equal to $320,000

Greater than $320,000 and less 159.80 259.70
than or equal to $428,000

Greater than $428,000 219.80 319.70

Beneficiaries who are married and lived with their spouse
at any time during the year but file separate tax returns

Less than or equal to $85,000 0 99.90

Greater than $85,000 and less 159.80 259.70
than or equal to $129,000

Greater than $129,000 219.80 319.70
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For Part D, as with Part B, general fund contributions
account for the largest source of income, since Part D
beneficiary premiums are to represent, on average,

25.5 percent of the cost of standard coverage. The

Part D base beneficiary premium for 2012 will be $31.08.
The actual Part D premium paid by an individual benefi-
ciary equals the base beneficiary premium adjusted by

a number of factors. In practice, premiums vary signifi-
cantly from one Part D plan to another and seldom equal
the base beneficiary premium. As of this writing, it is
estimated that the average monthly premium for basic
Part D coverage, which reflects the specific plan-by-plan
premiums and the estimated number of beneficiaries in
each plan, will be about $30 in 2012. Penalties for late
enrollment may apply. (Late enroliment penalties do not
apply to enrollees who have maintained creditable pre-
scription drug coverage.) Beneficiaries meeting certain
low-income and limited-resources requirements pay
substantially reduced premiums or no premiums at all
(and are not subject to late enroliment penalties).

Beginning in 2011, beneficiaries with income above
certain thresholds are required to pay an income-related
monthly adjustment amount, in addition to their monthly
premium. The 2012 Part D income-related monthly
adjustment amounts to be paid by beneficiaries, accord-
ing to income level and filing status, are shown in the
following table.

2012 Part D income-related monthly adjustment
amounts to be paid by beneficiaries, by filing status
and income level

Income-related
monthly adjustment
(dollars)

Income

Beneficiaries who file individual tax returns and are
single individuals, heads of households, qualifying widow(er)s
with dependent children, or married individuals who lived apart
from their spouse for the entire taxable year and file separately

Less than or equal to $85,000 0

Greater than $85,000 and less than or equal to $107,000 11.60
Greater than $107,000 and less than or equal to $160,000 29.90
Greater than $160,000 and less than or equal to $214,000 48.10
Greater than $214,000 66.40

Beneficiaries who file joint tax returns

Less than or equal to $170,000 0

Greater than $170,000 and less than or equal to $214,000 11.60
Greater than $214,000 and less than or equal to $320,000 29.90
Greater than $320,000 and less than or equal to $428,000 48.10
Greater than $428,000 66.40

Beneficiaries who are married and lived with their spouse
at any time during the year but file separate tax returns

Less than or equal to $85,000 0
Greater than $85,000 and less than or equal to $129,000 48.10
Greater than $129,000 66.40

In addition to contributions from the general fund of
the U.S. Treasury and beneficiary premiums, Part D also
receives payments from the states. With the availability
of prescription drug coverage and low-income subsidies
under Part D, Medicaid is no longer the primary payer
for prescription drugs for Medicaid beneficiaries who
also have Medicare, and states are required to defray a
portion of Part D expenditures for those beneficiaries.

During the Part D transitional period that began in
mid-2004 and phased out during 2006, the general fund
of the U.S. Treasury financed the transitional assis-
tance benefit for low-income beneficiaries. Funds were
transferred to, and paid from, a Transitional Assistance
account within the SMI trust fund.

The SMI trust fund also receives income from inter-
est earnings on its invested assets, as well as a small
amount of miscellaneous income. It is important to
note that beneficiary premiums and general fund pay-
ments for Parts B and D are redetermined annually and
separately.

Payments to Medicare Advantage plans are financed
from both the HI trust fund and the Part B account within
the SMI trust fund in proportion to the relative weights of
Part A and Part B benefits to the total benefits paid by
the Medicare program.

Beneficiary Payment Liabilities

Fee-for-service beneficiaries are responsible for charges
not covered by the Medicare program and for various
cost-sharing aspects of Parts A and B. These liabili-
ties may be paid (1) by the Medicare beneficiary; (2) by
a third party, such as an employer-sponsored retiree
health plan or private Medigap insurance; or (3) by
Medicaid, if the person is eligible. The term “Medigap” is
used to mean private health insurance that pays, within
limits, most of the health care service charges not cov-
ered by Parts A or B of Medicare. These policies, which
must meet federally imposed standards, are offered by
Blue Cross and Blue Shield and various commercial
health insurance companies.

In Medicare Advantage plans, the beneficiary’s pay-
ment share is based on the cost-sharing structure of
the specific plan selected by the beneficiary, since each
plan has its own requirements. Most plans have lower
deductibles and coinsurance than are required of fee-
for-service beneficiaries. Such beneficiaries, in general,
pay the monthly Part B premium. However, some Medi-
care Advantage plans may pay part or all of the Part B
premium for their enrollees as an added benefit. Depend-
ing on the plan, enrollees may also pay an additional
premium for certain extra benefits provided (or, in a small
number of cases, for certain Medicare-covered services).

40 ¢ Annual Statistical Supplement, 2011



For hospital care covered under Part A, a benefi-
ciary’s fee-for-service payment share includes a one-
time deductible amount at the beginning of each benefit
period ($1,156 in 2012). This deductible covers the ben-
eficiary’s part of the first 60 days of each spell of inpa-
tient hospital care. If continued inpatient care is needed
beyond the 60 days, additional coinsurance payments
($289 per day in 2012) are required through the 90th day
of a benefit period. Each Part A beneficiary also has a
“lifetime reserve” of 60 additional hospital days that may
be used when the covered days within a benefit period
have been exhausted. Lifetime reserve days may be
used only once, and coinsurance payments ($578 per
day in 2012) are required.

For skilled nursing care covered under Part A, Medi-
care fully covers the first 20 days of SNF care in a ben-
efit period. But for days 21 through 100, a copayment
($144.50 per day in 2012) is required from the benefi-
ciary. After 100 days per benefit period, Medicare pays
nothing for SNF care. Home health care requires no
deductible or coinsurance payment by the beneficiary.
In any Part A service, the beneficiary is responsible for
fees to cover the first 3 pints or units of nonreplaced
blood per calendar year. The beneficiary has the option
of paying the fee or of having the blood replaced.

There are no premiums for most people covered by
Part A. Eligibility is generally earned through the work
experience of the beneficiary or of the beneficiary’s
spouse. However, most aged people who are otherwise
ineligible for premium-free Part A coverage can enroll
voluntarily by paying a monthly premium, if they also
enroll in Part B. For people with fewer than 30 quarters
of coverage as defined by the Social Security Adminis-
tration (SSA), the Part A monthly premium rate will be
$451 in 2012; for those with 30 to 39 quarters of cover-
age, the rate will be reduced to $248. Penalties for late
enrollment may apply. Voluntary coverage upon pay-
ment of the Part A premium, with or without enrolling in
Part B, is also available to disabled individuals for whom
coverage has ceased because earnings are in excess of
those allowed.

The Part B beneficiary’s payment share includes
the following: one annual deductible ($140 in 2012), the
monthly premiums, the coinsurance payments for Part B
services (usually 20 percent of the remaining allowed
charges with certain exceptions noted below), a deduct-
ible for blood, certain charges above the Medicare-
allowed charge (for claims not on assignment), and
payment for any services not covered by Medicare. For
outpatient mental health services, the beneficiary is
liable for 45 percent of the approved charges in 2011.
This percentage will phase down to 40 percent in 2012,
35 percent in 2013, and 20 percent in 2014 and there-
after. For services reimbursed under the outpatient

hospital prospective payment system, coinsurance per-
centages vary by service and currently fall in the range
of 20 percent to 50 percent. There are no deductibles
or coinsurance for certain services, such as clinical lab
tests, HHA services, and some preventive care services
(including an initial, “Welcome to Medicare” preventive
physical examination and, beginning in 2011, an annual
wellness visit to develop or update a prevention plan).

For the standard Part D benefit design, there is
an initial deductible ($320 in 2012). After meeting the
deductible, the beneficiary pays 25 percent of the
remaining costs, up to an initial coverage limit ($2,930 in
2012). A coverage gap starts after an individual’s drug
costs reach the initial coverage limit and stops when the
beneficiary incurs a certain threshold of out-of-pocket
costs ($4,700 in 2012). Previously, the beneficiary had to
pay the full cost of prescription drugs while in this cover-
age gap. However, under the Patient Protection and
Affordable Care Act (Public Law 111-148) as amended
by the Health Care and Education Reconciliation Act
of 2010 (Public Law 111-152)—collectively referred to
as the Affordable Care Act—a beneficiary (excluding
low-income enrollees eligible for cost-sharing subsi-
dies) who entered the coverage gap in 2010 received a
$250 rebate, and an enrollee entering in 2011 receives
a 50-percent manufacturer discount for covered brand-
name prescription drugs and 7-percent coverage from
his or her plan for covered generic drugs. A benefi-
ciary entering the coverage gap in 2012 will receive a
50-percent manufacturer discount for covered brand-
name prescription drugs and 14-percent coverage from
his or her plan for covered generic drugs. Additional
reductions in beneficiary cost sharing in the coverage
gap continue in future years such that, by 2020, the cov
erage gap will be fully phased out, with the beneficiary
responsible for 25 percent of prescription drug costs.
(The 2012 out-of-pocket threshold of $4,700 is equiva-
lent to estimated average total covered drug spending
of $6,730.39 under the defined standard benefit design,
during the initial coverage period and the coverage gap,
for enrollees not eligible for low-income cost-sharing
subsidies. This amount includes the 50-percent manu-
facturer discount for covered brand-name drugs during
the coverage gap, even though the beneficiary does
not pay it, but does not include the 14-percent coverage
from the beneficiary’s plan for generic drugs.)

For costs incurred after reaching the out-of-pocket
threshold, catastrophic coverage is provided, which
requires the enrollee to pay the greater of 5 percent
coinsurance or a small defined copayment amount
($2.60 in 2012 for generic or preferred multisource drugs
and $6.50 in 2012 for other drugs). The benefit param-
eters are indexed annually to the growth in average
per capita Part D costs. Beneficiaries meeting certain
low-income and limited-resources requirements pay

Annual Statistical Supplement, 2011 « 41



substantially reduced cost-sharing amounts. In deter-
mining out-of-pocket costs, only those amounts actually
paid by the enrollee or another individual (and not reim-
bursed through insurance) are counted; the exceptions
to this “true out-of-pocket” provision are cost-sharing
assistance from the low-income subsidies provided
under Part D and from State Pharmacy Assistance pro-
grams and, starting in 2011, the 50-percent discount on
brand-name drugs purchased by enrollees in the Part D
coverage gap.

Many Part D plans offer alternative coverage that
differs from the standard coverage described above. In
fact, the majority of beneficiaries are not enrolled in the
standard benefit design but rather in plans with low or
no deductibles, flat payments for covered drugs, and, in
some cases, additional partial coverage in the coverage
gap. The monthly premiums required for Part D cover-
age are described in the previous section.

Payments to Providers

Before 1983, Part A payments to providers were made
on a reasonable cost basis. Medicare payments for
most inpatient hospital services are now made under a
reimbursement mechanism known as the prospective
payment system (PPS). Under the PPS for acute inpa-
tient hospitals, each stay is categorized into a diag-
nosis-related group (DRG). Each DRG has a specific
predetermined amount associated with it, which serves
as the basis for payment. A number of adjustments are
applied to the DRG'’s specific predetermined amount to
calculate the payment for each stay. In some cases the
payment the hospital receives is less than the hospital’s
actual cost for providing Part A—covered inpatient hos-
pital services for the stay; in other cases it is more. The
hospital absorbs the loss or makes a profit. Certain pay-
ment adjustments exist for extraordinarily costly inpatient
hospital stays and other situations. Payments for skilled
nursing care, home health care, inpatient rehabilitation
hospital care, long-term care hospitals, inpatient psychi-
atric hospitals, and hospice are made under separate
prospective payment systems.

For nonphysician Part B services, home health care
is reimbursed under the same prospective payment
system as Part A, most hospital outpatient services
are reimbursed on a separate prospective payment
system, and most payments for clinical laboratory and
ambulance services are based on fee schedules. A fee
schedule is a comprehensive listing of maximum fees
used to pay providers. Most durable medical equipment
has also been paid on a fee schedule in recent years
but is paid based on a competitive bidding process in
some areas beginning January 1, 2011. This competitive
bidding process will be expanded to all areas within the
next several years.

In general, the prospective payment systems and fee
schedules used for Part A and non-physician Part B
services are increased each year either by indices
related to the “market basket” of goods and services that
the provider must purchase or by indices related to the
Consumer Price Index (CPI). These indices vary by type
of provider. The Affordable Care Act mandates reduc-
tions in most of these payment updates. In most cases,
the payment updates are reduced by stipulated amounts
for 2010—2019 and are further and permanently reduced
by growth in economy-wide productivity. Starting dates
and amounts of reductions vary by provider. It is likely
that the lower payment increases will not be viable in the
long range. The best available evidence indicates that
most health care providers cannot improve their produc-
tivity to this degree because of the labor-intensive nature
of most of these services.

For Part B, before 1992, physicians were paid on
the basis of reasonable charge. This amount was ini-
tially defined as the lowest of (1) the physician’s actual
charge, (2) the physician’s customary charge, or (3) the
prevailing charge for similar services in that local-
ity. Since January 1992, allowed charges have been
defined as the lesser of (1) the submitted charges or
(2) the amount determined by a fee schedule based on
a relative value scale. In practice, most allowed charges
are based on the fee schedule, which is supposed to be
updated each year by a Sustainable Growth Rate (SGR)
system prescribed in the law. However, over the past
9 years, the SGR system would have required significant
fee reductions for physicians, and Congress has passed
a series of bills to override the reductions.

If a doctor or supplier agrees to accept the Medicare-
approved rate as payment in full (“takes assignment”),
then payments provided must be considered as pay-
ments in full for that service. The provider may not
request any added payments (beyond the initial annual
deductible and coinsurance) from the beneficiary or
insurer. If the provider does not take assignment, the
beneficiary will be charged for the excess (which may
be paid by Medigap insurance). Limits now exist on the
excess that doctors or suppliers can charge. Physi-
cians are “participating physicians” if they agree before
the beginning of the year to accept assignment for all
Medicare services they furnish during the year. Since
beneficiaries in the original Medicare fee-for-service
program may select their doctors, they can choose
participating physicians.

Medicare Advantage plans and their precursors have
generally been paid on a capitation basis, meaning that
a fixed, predetermined amount per month per member is
paid to the plan, without regard to the actual number and
nature of services used by the members. The specific
mechanisms to determine the payment amounts have
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changed over the years. In 2006, Medicare began pay-
ing capitated payment rates to plans based on a com-
petitive bidding process.

For Part D, each month for each plan member, Medi-
care pays stand-alone PDPs and the prescription drug
portions of Medicare Advantage plans their risk-adjusted
bid, minus the enrollee premium. Plans also receive pay-
ments representing premiums and cost-sharing amounts
for certain low-income beneficiaries for whom these
items are reduced or waived. Under the reinsurance pro-
vision, plans receive payments for 80 percent of costs in
the catastrophic coverage category.

To help them gain experience with the Medicare
population, Part D plans are protected by a system of
“risk corridors” that allow Medicare to assist with unex-
pected costs and share in unexpected savings. The risk
corridors became less protective after 2007.

Under Part D, Medicare provides certain subsidies to
employer and union PDPs that continue to offer cover-
age to Medicare retirees and meet specific criteria in
doing so. These retiree drug subsidy (RDS) payments
are tax-exempt, but will be taxable under the Affordable
Care Act beginning in 2013.

Claims Processing

Since the inception of Medicare, fee-for-service claims
have been processed by nongovernment organizations
or agencies under contract to serve as the fiscal agent
between providers and the federal government. These
entities apply the Medicare coverage rules to determine
appropriate reimbursement amounts and make pay-
ments to the providers and suppliers. Their responsi-
bilities also include maintaining records, establishing
controls, safeguarding against fraud and abuse, and
assisting both providers and beneficiaries as needed.

Until recently, contractors known as fiscal intermediaries
processed Part A claims for institutional services, includ-
ing claims for inpatient hospital, SNF, HHA, and hospice
services. They also processed outpatient hospital claims
for Part B. Similarly, contractors known as carriers
handled Part B claims for services by physicians and
medical suppliers. By law, prior to 2003, the Centers for
Medicare & Medicaid Services (CMS) was required to
select fiscal intermediaries from among companies that
were nominated by health care provider associations
and to select carriers from among health insurers or
similar companies.

The MMA mandated the replacement of that system
with a new system of entities known as Medicare Admin-
istrative Contractors (MACs). Each MAC processes and

pays fee-for-service claims for both Part A and Part B
services to all providers and suppliers within its geo-
graphical jurisdiction. Currently, Part A and Part B claims
are processed by fifteen “A/B MACs,” with the exception
of (1) durable medical equipment claims, which are pro-
cessed by four specialty MACs, and (2) home health and
hospice claims, which were originally processed by four
other specialty MACs but will eventually be processed
by the A/B MACs. MACs are selected through a com-
petitive procedure. CMS began phasing the new system
in during 2005, and expects to complete the transition
during 2012. Jurisdictions will likely be consolidated
gradually over several years thereafter.

This new system is intended to improve Medicare ser-
vices to beneficiaries, providers, and suppliers, who now
have a single point of contact for all claims-related busi-
ness. CMS will evaluate the new MACs based in part
on customer satisfaction with their services. The new
system enables the Medicare fee-for-service program to
benefit from economies of scale and competitive perfor-
mance contracting.

Claims for services provided by Medicare Advantage
plans (that is, claims under Part C) are processed by the
plans themselves.

Part D plans are responsible for processing their
claims, akin to Part C. However, because of the “true
out-of-pocket” provision discussed previously, CMS has
contracted the services of a facilitator, who works with
CMS, Part D drug plans (stand-alone PDPs and the pre-
scription drug portions of Medicare Advantage plans),
and carriers of supplemental drug coverage to coordi-
nate benefit payments and track the sources of cost-
sharing payments. Claims under Part D also have to be
submitted by the plans to CMS, so that certain payments
based on actual experience (such as payments for low-
income cost-sharing and premium subsidies, reinsur-
ance, and risk corridors) can be determined.

Because of its size and complexity, Medicare is
vulnerable to improper payments, ranging from inad-
vertent errors to outright fraud and abuse. Although
providers are responsible for submitting accurate claims,
and MACs are responsible for ensuring that only such
claims are paid, there are additional groups whose
duties include the prevention, reduction, and recovery of
improper payments.

Quality improvement organizations (QIOs, formerly
called peer review organizations or PROs) are groups
of practicing health care professionals who are paid by
the federal government to improve the effectiveness,
efficiency, economy, and quality of services delivered
to Medicare beneficiaries. One function of QIOs is to
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ensure that Medicare pays only for services and goods
that are reasonable and necessary and that are pro-
vided in the most appropriate setting.

The ongoing effort to address improper payments
intensified after enactment of the Health Insurance Por-
tability and Accountability Act (HIPAA) of 1996 (Public
Law 104-191), which created the Medicare Integrity
Program (MIP). The MIP provides CMS with dedicated
funds to identify and combat improper payments, includ-
ing those caused by fraud and abuse, and, for the first
time, allows CMS to award contracts competitively with
entities other than carriers and intermediaries to conduct
these activities. MIP funds are used for (1) audits of cost
reports, which are financial documents that hospitals
and other institutions are required to submit annually
to CMS; (2) medical reviews of claims to determine
whether services provided are medically reasonable and
necessary; (3) determinations of whether Medicare or
other insurance sources have primary responsibility for
payment; (4) identification and investigation of potential
fraud cases; and (5) education to inform providers about
appropriate billing procedures. In addition to creating
the MIP, HIPAA established a fund to provide resources
for the Department of Justice—including the Federal
Bureau of Investigation—and the Office of Inspector
General (OIG) within the Department of Health and
Human Services (HHS) to investigate and prosecute
health care fraud and abuse.

The Deficit Reduction Act (DRA) of 2005 (Public Law
109-171) established and funded the Medicare-Medicaid
Data Match Program, which is designed to identify
improper billing and utilization patterns by matching
Medicare and Medicaid claims information. As is the
case under the MIP, CMS can contract with third parties.
The funds also can be used (1) to coordinate actions
by CMS, the states, the Attorney General, and the
HHS OIG to prevent improper Medicaid and Medicare
expenditures and (2) to increase the effectiveness and
efficiency of both Medicare and Medicaid through cost
avoidance, savings, and the recoupment of fraudulent,
wasteful, or abusive expenditures.

The Affordable Care Act includes many provisions
intended to improve the accuracy of payments and
to link those payments to quality and efficiency in the
Medicare program. One of the most important provi-
sions establishes the Center for Medicare and Medicaid
Innovation (CMMI) in CMS to test innovative payment
and service delivery models, with the goal of reducing
Medicare, Medicaid, and the Children’s Health Insur-
ance Program (CHIP) expenditures while preserving or
enhancing quality of care.

Administration

HHS has the overall responsibility for administration of
the Medicare program. Within HHS, responsibility for
administering Medicare rests with CMS. The Social
Security Administration (SSA) assists, however, by
initially determining an individual’s Medicare entitlement,
by withholding Part B premiums from the Social Security
benefit checks of most beneficiaries, and by maintaining
Medicare data on the Master Beneficiary Record, which
is SSA’s primary record of beneficiaries.

The MMA requires SSA to undertake a number of
additional Medicare-related responsibilities, includ-
ing making low-income subsidy determinations under
Part D, notifying individuals of the availability of Part D
subsidies, withholding Part D premiums from monthly
Social Security cash benefits for beneficiaries who
request such an arrangement, and, for 2007 and later,
determining the individual’s Part B premium if the Part B
income-related monthly adjustment applies. For 2011
and later, the Affordable Care Act requires SSA to
determine the individual’s Part D premium if the Part D
income-related monthly adjustment applies. The Inter-
nal Revenue Service (IRS) in the Department of the
Treasury collects the Part A payroll taxes from workers
and their employers. IRS data, in the form of income tax
returns, play a role in determining which Part D enroll-
ees are eligible for low-income subsidies (and to what
degree) and which Part B and Part D enrollees are sub-
ject to the income-related monthly adjustment amounts
in their premiums (and to what degree).

A Medicare Board of Trustees, composed of two
appointed members of the public and four members who
serve by virtue of their positions in the federal govern-
ment, oversees the financial operations of the HI and
SMI trust funds. The Secretary of the Treasury is the
managing trustee. Each year, around the first day of
April, the Board of Trustees reports to Congress on the
financial and actuarial status of the Medicare trust funds.

State agencies (usually state health departments
under agreements with CMS) identify, survey, and
inspect provider and supplier facilities and institutions
wishing to participate in the Medicare program. In
consultation with CMS, these agencies then certify the
facilities that are qualified.

Medicare Financial Status

Medicare is the largest health care insurance program—
and the second-largest social insurance program—in
the United States. Medicare is also complex, and it
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faces a number of financial challenges in both the short
term and the long term. These challenges include:

» The solvency of the HI trust fund, which fails the
Medicare Board of Trustees’ test of short-range
financial adequacy, as annual expenditures are
projected to exceed annual assets within 10 years.

» The long-range health of the HI trust fund, as the
trust fund fails the Trustees’ long-range test of close
actuarial balance.

* The rapid growth projected for SMI costs as a
percent of Gross Domestic Product. (The Part B
and Part D accounts in the SMI trust fund are
automatically in financial balance—in both the short
range and the long range—since premiums and
general revenue financing rates are reset each year
to match estimated costs.)

» The substantial reductions in Part B physician
payment rates required under the Sustainable Growth
Rate system in current law. In recent years, Congress
has consistently passed legislation that overrides the
reductions (also discussed above).

* The likelihood that the lower payment rate updates
to most categories of Medicare providers for 2011
and later, as mandated by the Affordable Care Act,
will not be viable in the long range (also discussed
above).

A detailed description of these issues is beyond the
scope of this summary. For more information, see the
Medicare Trustees Report (https://www.cms.gov
/ReportsTrustFunds/).

Data Summary

The Medicare program covers 95 percent of our nation’s
aged population, as well as many people who receive
Social Security disability benefits. In 2010, Part A cov-
ered over 47 million enrollees with benefit payments of
$244.5 billion, Part B covered almost 44 million enroll-
ees with benefit payments of $209.7 billion, and Part D
covered over 34 million enrollees with benefit payments
of $61.7 billion. Administrative costs in 2010 were about
1.4 percent, 1.5 percent, and 0.6 percent of expenditures
for Part A, Part B, and Part D, respectively. Total expen-
ditures for Medicare in 2010 were $522.8 billion.

Medicare: History of Provisions

This section is a summary of selected Medicare provi-
sions, based on general interest, as of November 1,
2011. It should be used only as a broad overview of the
history of the provisions of the Medicare program. This

section does not render any legal, accounting, or other
professional advice and is not intended to explain fully all
the provisions and exclusions of the relevant laws, regu-
lations, and rulings of the Medicare program. Original
sources of authority should be researched and utilized.

Insured Status

Entitlement to Medicare Part A (also known as Hos-
pital Insurance, or HIl) Benefits

1965. Individual aged 65 or older entitled to monthly
benefits under the Social Security or Railroad
Retirement program, or aged 65 before 1968, or
3 quarters of coverage (QC) after 1965 and before
attainment of age 65.

1967. Three QC for each year after 1966 and before
attainment of age 65.

1972. Disabled individual, under age 65, entitled to
disability benefits for 24 consecutive months under
the Social Security or Railroad Retirement program
(excludes spouses and children of disabled individu-
als). Individual under age 65 who has end-stage
renal disease (ESRD) and who is either fully or
currently insured, or is entitled to monthly benefits
under the Social Security or Railroad Retirement
program, or is the spouse or dependent child of
such an insured individual or beneficiary. Entitlement
begins on the first day of the third month following
the initiation of a course of renal dialysis and ends
with the 12th month following the month in which
either the dialysis terminates or the individual has a
renal transplant.

Individual aged 65 or older enrolled in the Part B
program who is not otherwise entitled to HI benefits,
upon voluntary participation with payment of HI
premium.

1980. Individual who would be entitled to monthly ben-
efits under the Social Security or Railroad Retire-
ment program if application were made.

Disabled individual under age 65 entitled to disabil-
ity benefits for at least 24 months, not necessarily
consecutive, under the Social Security or Railroad
Retirement program.

Coverage extended for up to 36 months for disabled
individuals whose disability continues but whose
monthly benefit ceased because they engaged in
substantial gainful activity.

Second waiting period eliminated if a former dis-
abled-worker beneficiary becomes entitled again
within 5 years (7 years for disabled widows and
widowers and disabled children aged 18 or older).
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1982. Federal employees covered under HI on the basis
of QC for earnings as federal employees or on the
basis of deemed QC for earnings as federal employ-
ees before 1983.

1983. Employees of nonprofit organizations, effective
January 1, 1984.

1986. Mandatory coverage for state and local govern-
ment employees not covered under Social Security
and hired after March 31, 1986.

1987. Second waiting period eliminated if a former dis-
abled beneficiary becomes entitled again (no time
limit).

1989. Disabled individuals under age 65 who are no
longer entitled to Social Security disability benefits
because their earnings exceeded the substantial
gainful activity level have the option to purchase
Medicare coverage by paying the HI and Supple-
mentary Medical Insurance (SMI) Part B premiums.

2000. The 24-month waiting period (otherwise required
for an individual to establish Medicare eligibility
on the basis of a disability) is waived for persons
with amyotrophic lateral sclerosis, effective July 1,
2001. The entitlement to Medicare begins with the
first month of the Social Security Administration’s
determination of eligibility for Disability Insurance
benefits.

2010. Individuals in the vicinity of Libby, Montana who
are diagnosed with an asbestos-related condition
are Medicare-eligible beginning March 30, 2010.
Medicare eligibility could also apply to individuals
in other areas who are diagnosed with a medical
condition caused by exposure to a public health
hazard for which a future public health emergency is
declared under the Comprehensive Environmental
Response, Compensation, and Liability Act of 1980.

Entitlement to Medicare Part B (also known as
Supplementary Medical Insurance Part B Account,
or SMI Part B) Benefits

1965. U.S. resident (citizen or lawfully admitted alien
with 5 years continuous residence) aged 65 or older
or any individual entitled to HI benefits, upon volun-
tary participation with payment of Part B premium.

1972. Individual under age 65 entitled to HI benefits,
upon voluntary participation with payment of Part B
premium.

Entitlement to Medicare Part D (also known as
Supplementary Medical Insurance Part D Account,
or SMI Part D) Benefits

2003. For temporary Medicare-endorsed prescription
drug discount card program (as a prelude to the new

Part D prescription drug program), individual entitled
or enrolled under Part A or enrolled in Part B, except
those enrolled in Medicaid and entitled to Medicaid
outpatient drug coverage, upon voluntary participa-
tion with payment of up to $30 annual enroliment
fee. Under a Transitional Assistance provision, a
drug card-eligible beneficiary whose income does
not exceed 135 percent of the federal poverty level
and does not have third-party prescription drug
coverage is entitled to further benefits. Enrollment
begins in May 2004, access to discounts begins in
June 2004, and program phases out as drug benefit
becomes available in 2006 (see next entry).

Beginning January 1, 2006, individual entitled to
benefits under Part A or enrolled under Part B, upon
voluntary enrollment (including payment of Part D
premium, if applicable) in either a stand-alone PDP
or an integrated Medicare Advantage plan that
offers Part D coverage in its benefit package.

Medicare Benefits
Under Part A

1965. In each benefit period, inpatient hospital services,
90 days. Includes semiprivate accommodations,
operating room, hospital equipment (including
renal dialysis), laboratory tests and X-ray, drugs,
dressings, general nursing services, and services
of interns and residents in medical osteopathic
or dentistry training. Inpatient psychiatric hospital
care limited to 190-day lifetime maximum. Outpa-
tient hospital diagnostic services. Post-hospital
extended-care services, 100 days (including physi-
cal, occupational, and speech therapy). Post-hospi-
tal home health services, 100 visits. Deductible and
coinsurance provisions (see Table 2.C1).

1967. Lifetime reserve of 60 additional days of inpatient
hospital services. Outpatient hospital diagnostic
services transferred to SMI.

1972. Services of interns and residents in podiatry
training.

1980. Unlimited home health visits in a year. Require-
ment for prior hospitalization eliminated. Home
health services provided for up to 4 days a week
and up to 21 consecutive days.

Alcohol detoxification facility services.

1981. Part A coinsurance is based on the deductible for
the calendar year in which services are received
rather than the deductible in effect at the time the
beneficiary’s spell of illness began, starting in 1982.

Alcohol detoxification facility services eliminated.

1982. Beneficiaries expected to live 6 months or less
may elect to receive hospice care benefits instead of
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other Medicare benefits. May elect maximum of two
90-day and one 30-day hospice care periods, effec-
tive November 1, 1983, to October 1, 1986.

1984. For durable medical equipment provided by home
health agencies, the payment amount is reduced
from 100 percent of costs to 80 percent of reason-
able charges.

1986. Set the Part A deductible for 1987 at $520 with
resulting increases in cost sharing. Increased the
Part A deductible annually by the applicable per-
centage increase in the hospital prospective pay-
ment rates.

Hospice care benefit (enacted in 1982) made
permanent.

1987. Specifies in law that to be eligible for home health
care, a Medicare beneficiary must have a restricted
ability to leave the home, requiring the assistance
of another or the aid of a supportive device (such as
crutches, a cane, a wheelchair, or a walker).

1988. Enrollee pays annual hospital deductible (set at
$560 for 1989) and Medicare pays balance of cov-
ered charges, regardless of the number of days of
hospitalization (except for psychiatric hospital care,
which is still limited by 190-day lifetime maximum).

The number of days in a skilled nursing facility
(SNF) changed to 150 per year. Deletes the require-
ment for a prior hospital stay of 3 or more consecu-
tive days.

Expands home health care to provide care for less
than 7 days per week and up to 38 consecutive
days.

Hospice care extended beyond 210 days when ben-
eficiary is certified as terminally ill.

All 1988 provisions became effective January 1,
1989.

1989. The spell of iliness and benefit period coverage
of laws before 1988 return to the determination of
inpatient hospital benefits in 1990 and later. After the
deductible is paid in benefit period, Medicare pays
100 percent of covered costs for the first 60 days of
inpatient hospital care. Coinsurance applies for the
next 30 days in a benefit period.

The requirement for a prior hospital stay of 3 or
more consecutive days is reinstated for SNF ser-
vices. Coverage returns to 100 days post-hospital
care per spell of iliness with a daily coinsurance rate
in effect for days 21 through 100.

Home health services return to a limit of 21 con-
secutive days of care. Provision providing for home
health care for fewer than 7 days per week contin-
ued due to a court decision.

Hospice care is returned to a lifetime limit of
210 days.

1990. Hospice care is extended beyond 210 days when

beneficiary is certified as terminally ill.

1997. Home health services not associated with a

hospital or SNF stay for individuals enrolled in both
HI and SMI are transferred from the HI program to
the SMI program, effective January 1998. The HI
program will continue to cover the first 100 visits fol-
lowing a hospital stay of at least 3 consecutive days
or an SNF stay. The cost to the SMI trust fund of
the transferred services will phase in over a 6-year
period (that is, the HI trust fund will transfer funds to
the SMI trust fund during that period).

Limits on the number of hours and days that home
health care can be provided have been clarified.
Part-time now defined as skilled nursing and home
health aide services (combined) furnished any num-
ber of days per week, for less than 8 hours per day
and 28 or fewer hours per week. Intermittent now
defined as skilled nursing care provided for fewer
than 7 days each week, or less than 8 hours each
day (combined) for 21 days or less.

Hospice benefit periods are restructured to include
two 90-day periods, followed by an unlimited num-
ber of 60-day periods.

Medicare coverage provided for a number of pre-
vention initiatives, most of which are covered under
SMI program. HI program affected mainly by two
of the initiatives: (1) annual prostate cancer screen-
ing for male beneficiaries aged 50 or older, effec-
tive January 1, 2000, and (2) colorectal screening
procedures, including fecal-occult blood tests and
flexible sigmoidoscopies, for beneficiaries aged 50
or older, colonoscopy for beneficiaries at high

risk for colorectal cancer, and other procedures,
including screening barium enemas under certain
circumstances.

2000. The homebound criterion for home health ser-

vices is clarified to specify that beneficiaries who
require home health services may attend adult day
care for therapeutic, psychosocial, or medical treat-
ment and still remain eligible for the home health
benefit. Homebound beneficiaries may also attend
religious services without being disqualified from
receiving home health benefits.

Screening colonoscopies are covered for all ben-
eficiaries, not just for those at high risk, beginning
July 1, 2001. For persons not at high risk, a screen-
ing colonoscopy is covered 10 years after a previous
one, or 4 years after a screening flexible sigmoidos-
copy. (See 1997.)
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Under Part B

1965. Physician and surgeon services. In-hospital ser-
vices of anesthesiologists, pathologists, radiologists,
and psychiatrists. Limited dental services. Home
health services, 100 visits in calendar year. Other
medical services including various diagnostic tests,
limited ambulance services, prosthetic devices,
rental of durable medical equipment used at home
(including equipment for dialysis), and supplies used
for fractures. For deductible and coinsurance provi-
sions, see Table 2.C1.

Beginning in 1966, the beneficiary pays a $50
deductible, with a 3-month carryover provision.

1967. Outpatient hospital diagnostic services transferred
from HI. Includes physical therapy services in a
facility. Purchase of durable medical equipment.

1972. Physical therapy services furnished by a therapist
in his or her office or individual’'s home (calendar
year limit of $100). Chiropractor services (limited to
manual manipulation of the spine). Outpatient ser-
vices include speech pathology services furnished
in, or under arrangements with, a facility or agency.
Services of a doctor of optometry in furnishing pros-
thetic lenses.

Beginning in 1973, the beneficiary pays a $60
deductible.

1977. Services in rural health clinics.

1980. Home health services. Deductible applicable to
home health services is eliminated, effective July 1,
1981.

Facility costs of certain surgical procedures per-
formed in freestanding ambulatory surgical centers.

Increase in annual limit for outpatient therapy from
$100 to $500.

Recognizes comprehensive outpatient rehabilitation
facilities as Medicare providers.

1981. Beginning in 1982, the beneficiary pays a $75
deductible, with the carryover provision eliminated.

1984. Hepatitis B and pneumococcal vaccines and
blood clotting factors and necessary supplies are
included as Part B benefits. Debridement of mycotic
toenails is limited.

For outpatient physical therapy services, includes
services of a podiatrist. For outpatient ambulatory
surgery, includes services of a dentist and podiatrist
furnished in his or her office.

1986. Includes vision care services furnished by an
optometrist.

For occupational therapy services, includes services
furnished in an SNF (when Part A coverage has
been exhausted), in a clinic, rehabilitation agency,
public health agency, or by an independently practic-
ing therapist.

Includes outpatient (in addition to previously covered
inpatient) immunosuppressive drugs for 1 year after
covered transplant.

Includes occupational therapy services provided in
certain delivery settings.

For ambulatory surgical procedures performed in
ambulatory surgical centers, hospital outpatient
departments, and certain physician offices, the
Part B coinsurance and deductible are no longer
waived.

1987. Increases the maximum payment for mental health

services and includes outpatient mental health
services provided by ambulatory hospital-based or
hospital-affiliated programs under the supervision of
a physician.

Services provided by clinical social workers when
furnished by risk-sharing HMOs and competitive
medical plans, physician assistants in rural health
manpower shortage areas, clinical psychologists
in rural health clinics and community mental health
centers, and certified nurse midwives.

Coverage of outpatient immunosuppressive drugs
(see 1986) is broadened and clarified to include pre-
scription drugs used in immunosuppressive therapy.

Specifies in law that to be eligible for home health
care, a Medicare beneficiary must have a restricted
ability to leave the home, requiring the assistance
of another or the aid of a supportive device (such as
crutches, a cane, a wheelchair, or a walker).

1988. Beginning January 1, 1990, the beneficiary pays

a $75 deductible and 20 percent coinsurance, but
once out-of-pocket expenses for the deductible and
coinsurance exceed $1,370, Medicare pays 100 per-
cent of allowable charges for remainder of year.

Beginning in 1991, Medicare pays 50 percent of the
cost of outpatient prescription drugs above $600.
When fully implemented in 1993, Medicare will

pay 80 percent of prescription drug costs above a
deductible that assumes that 16.8 percent of Part B
enrollees will exceed the deductible.

Certain prescription drugs administered in an outpa-
tient or home setting, including immunosuppressive
drugs (previously covered for 1 year after a covered
transplant), home intravenous drugs, and certain
others, will be covered in 1990 under a new pre-
scription drug provision.
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1989. Provisions enacted in 1988 and to begin in 1990

and 1991 are repealed, and benefits are restored to
levels in effect before January 1, 1989.

Limits on mental health benefits eliminated in 1990.
Coverage extended to services of clinical psycholo-
gists and social workers.

The annual payment limits of $500 per beneficiary
for outpatient physical therapy services and outpa-
tient occupational therapy services, each, are raised
to $750 for 1990 and later. (See 1980.)

1990. Beginning in 1991, routine mammography screen-

ings are covered.

The Part B deductible is set at $100 in 1991 and
subsequent years.

Beginning in 1992, physicians’ services are reim-
bursed on a fee-schedule basis.

1993. Includes coverage of oral, self-administered anti-

cancer drugs.

Lengthens the coverage period for immunosup-
pressive drugs after a transplant to 18 months in
1995, 24 months in 1996, 30 months in 1997, and
36 months thereafter. (See 1986.)

The annual payment limits of $750 per beneficiary
for outpatient physical therapy services and outpa-
tient occupational therapy services, each, are raised
to $900 for 1994 and later. (See 1989.)

1997. Home health services not associated with a

hospital or SNF stay for individuals enrolled in both
HI and SMI are transferred from the HI program to
the SMI program, effective January 1998. The HI
program will continue to cover the first 100 visits fol-
lowing a hospital stay of at least 3 consecutive days
or an SNF stay. The cost to the SMI trust fund of
the transferred services will phase in over a 6-year
period, while the cost of the home health services
will phase into the SMI premium over 7 years.

Coverage provided for a number of prevention initia-
tives, including (1) annual screening mammograms
for female beneficiaries aged 40 or older, with SMI
deductible waived; (2) screening pap smear and
pelvic exam (including clinical breast exam) every

3 years or annually for beneficiaries at higher risk,
with SMI deductible waived; (3) annual prostate
cancer screening for male beneficiaries aged 50

or older, effective January 1, 2000; (4) colorectal
screening procedures, including fecal occult blood
tests and flexible sigmoidoscopies, for beneficiaries
aged 50 or older, colonoscopy for beneficiaries at
high risk for colorectal cancer, and other proce-
dures, including screening barium enemas under
certain circumstances; (5) diabetes outpatient
self-management training in nonhospital-based

programs (previously covered in hospital-based
programs only) and blood glucose monitors and
testing strips for all diabetics (previously provided for
insulin-dependent diabetics only), effective July 1,
1998; (6) procedures to identify bone mass, detect
bone loss, or determine bone quality for certain
qualified beneficiaries, at frequencies determined by
the secretary of Health and Human Services, effec-
tive July 1, 1998.

Beginning January 1999, an annual beneficiary limit
of $1,500 will apply to all outpatient physical therapy
services, except for services furnished by a hospi-
tal outpatient department. A separate $1,500 limit
will also apply to outpatient occupational therapy
services, except for services furnished by hospital
outpatient departments. Beginning with 2002, these
caps will be increased by the percentage increase in
the Medical Economic Index. (See 1993.)

1999. The coverage period for immunosuppressive

drugs after a transplant is lengthened to 44 months,
for individuals who exhaust their 36 months of cover-
age in 2000. For those exhausting their 36 months
of coverage in 2001, at least 8 more months will

be covered. (The secretary of Health and Human
Services will specify the increase, if any, beyond

8 months.) For those exhausting their 36 months

of coverage in 2002, 2003, or 2004, the number

of additional months may be more or fewer than 8.
(The secretary will specify the increase for each of
these years.) (See 1993.)

The annual payment limits of $1,500 per benefi-
ciary for outpatient physical therapy services and
outpatient occupational therapy services, each, for
services furnished by independent practitioners
(that is, not by a hospital outpatient department) are
suspended for 2000 and 2001. (See 1997.)

2000. Coverage for screening pap smears and pelvic

exams (including a clinical breast exam) is pro-
vided every 2 years (increased from every 3 years)
beginning July 1, 2001. (Annual coverage continues
for beneficiaries at higher risk, and SMI deductible
continues to be waived.) (See 1997.)

Annual coverage of glaucoma screenings is pro-
vided for certain high-risk beneficiaries, effective
January 1, 2002.

Screening colonoscopies are covered for all ben-
eficiaries, not just for those at high risk, beginning
July 1, 2001. For persons not at high risk, a screen-
ing colonoscopy is covered 10 years after a previous
one, or 4 years after a screening flexible sigmoidos-
copy. (See 1997.)

Coverage is provided for medical nutrition ther-
apy services under certain circumstances for
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beneficiaries who have diabetes or a renal disease,
effective January 1, 2002.

The amount of a beneficiary’s copayment for a pro-
cedure in a hospital outpatient department is limited,
beginning April 1, 2001, to the hospital inpatient
deductible applicable for that year. Also, the sec-
retary of Health and Human Services must reduce
the effective copayment rate for outpatient services
to a maximum rate of 57 percent in 2001 (for ser-
vices received after April 1), 55 percent in 2002 and
2003, 50 percent in 2004, 45 percent in 2005, and
40 percent in 2006 and later.

Time and budget limitations are removed on the
coverage of immunosuppressive drugs, making
coverage of these drugs a permanent benefit for
beneficiaries who have received a covered organ
transplant. (See 1999.)

The annual payment limits of $1,500 per beneficiary
for outpatient physical therapy services and outpa-
tient occupational therapy services, each, for ser-
vices provided by independent practitioners (that is,
not by a hospital outpatient department), which were
suspended for 2000 and 2001, are also suspended
for 2002. (See 1999.)

The homebound criterion for home health services
is clarified to specify that beneficiaries who require
home health services may attend adult day care
for therapeutic, psychosocial, or medical treatment
and still remain eligible for the home health benefit.
Homebound beneficiaries may also attend religious
services without being disqualified from receiving
home health benefits.

2003. The Part B deductible remains at $100 through

2004 and increases to $110 in 2005. Beginning in
2006, it will be increased each year by the annual
percentage increase in the Part B aged actuarial
rate.

A one-time, initial preventive physical exam is cov-
ered within 6 months of a beneficiary’s first coverage
under Part B, beginning January 1, 2005, for ben-
eficiaries whose Part B coverage begins on or after
that date.

Certain screening blood tests are covered for

the early detection of cardiovascular disease and
abnormalities associated with elevated risk for such
disease, including certain tests for cholesterol and
other lipid or triglyceride levels, effective January 1,
2005, under frequency standards to be established
(but not to exceed once every 2 years).

Diabetes screening tests, including a fasting
plasma glucose test and other such tests deter-
mined appropriate by the secretary of Health and
Human Services, are covered for beneficiaries at

risk for diabetes, beginning January 1, 2005, under
frequency standards to be established (but not to
exceed two times per year).

2005. The colorectal screening benefit (see 1997 and
2000) is exempt from the Part B deductible, effective
January 2007.

Exceptions to the financial limits on therapy services
not provided by a hospital outpatient department
are allowed for services furnished in 2006, if such
services are determined to be medically necessary.
(See 1997, 1999, and 2000.)

2006. Exceptions to the financial limits on nonhospital
therapy services when deemed medically appropri-
ate are extended through December 31, 2007. (See
2005.)

2007. Exceptions to the financial limits on nonhospital
therapy services when deemed medically appropri-
ate are extended through July 1, 2008. (See 2005
and 2006).

2008. For outpatient mental health services, the per-
centage of approved charges for which the ben-
eficiary is liable phases down from 50 percent to
20 percent, over the 5-year period 2010-2014.

For the one-time, initial preventive examination (see
2003), the Part B deductible is waived, the eligibil-
ity period is extended from 6 months to 1 year after
enrollment in Part B, measurement of body mass
index is covered, and, upon agreement with the
beneficiary, end-of-life planning is covered. Effective
January 1, 2009.

Exceptions to the financial limits on nonhospital
therapy services when deemed medically appropri-
ate are extended through December 31, 2009. (See
2005, 2006, and 2007.)

2009. Exceptions to the financial limits on nonhospital
therapy services when deemed medically appro-
priate are extended through March 31, 2010. (See
2005, 2006, 2007, and 2008.)

2010. An annual wellness visit to develop or update a
personalized prevention plan is covered, with no
beneficiary cost sharing, effective January 1, 2011.

Beneficiary cost sharing is eliminated for preventive
services recommended with a grade of A or B by the
U.S. Preventive Services Task Force, and the Part B
deductible is waived for colorectal cancer screening
tests, both effective January 1, 2011.

Exceptions to the financial limits on nonhospital
therapy services when deemed medically appropri-
ate are extended through December 31, 2011. (See
2005, 2006, 2007, 2008, and 2009.)
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Under Parts A and B

1965. Requires that Medicare be secondary payer to
benefits provided by liability insurance policies or
under no-fault insurance.

1981. Requires that Medicare be secondary payer to
employer-based group health plans for beneficiaries
entitled to Medicare solely on the basis of end-stage
renal disease (ESRD) for up to 12 months.

1982. For workers and their spouses aged 65 to 69,
Medicare is the secondary payer when benefits are
provided under an employer-based group health
plan (applicable to employers with 20 or more
employees who sponsor or contribute to the group
plan).

Health maintenance organizations (HMOs) will be
authorized as providers of benefits. The secretary
of Health and Human Services must certify the
prospective payment mechanism for HMOs before
implementation.

1984. Medicare secondary-payer provisions are
extended to spouses aged 65 to 69 of workers
under age 65 whose employer-based group health
plan covers such spouses.

For HMOs, includes medical and other health ser-
vices furnished by clinical psychologists.

1985. Provides payment for liver transplant services.

1986. Extends the working-age, secondary-payer provi-
sion to cover workers and their spouses beyond
age 69.

For HMOs that offered organ transplants as a basic
health service on April 15, 1985, such services may
be offered from October 1, 1985, through April 1,
1988.

For disabled individuals who are covered by
employer-based health plans (with at least 100
employees), Medicare is the secondary payer, effec-
tive for the period from 1987 to 1991.

1987. Requires HMOs and competitive medical plans
that cease to contract with Medicare to provide or
arrange supplemental coverage of benefits related
to preexisting conditions for the lesser of 6 months
or the duration of an exclusion period.

Specifies in law that to be eligible for home health
care, a Medicare beneficiary must have a restricted
ability to leave the home, requiring the assistance
of another or the aid of a supportive device (such as
crutches, a cane, a wheelchair, or a walker).

Clarifies that the secondary-payer provision for
disabled individuals covered under employer-
based health plans for employers with at least 500

employees applies to employers who are govern-
ment entities.

1990. Requires that Medicare be the secondary payer to

employer-based group health plans for beneficiaries
entitled to Medicare solely on the basis of ESRD for
up to 18 months (extended from 12 months), effec-
tive February 1, 1991, to January 1, 1996.

The secondary-payer provision for disabled ben-
eficiaries covered under large employer plans (see
1986) is effective through September 30, 1995.

1993. The secondary-payer provision for disabled

beneficiaries covered under large employer plans is
effective through September 30, 1998.

The secondary-payer provision for beneficiaries with
ESRD applies to all beneficiaries with end-stage
renal disease, not only those entitled to Medicare
solely on the basis of ESRD. The extension to
include the first 18 months of an individual’s entitle-
ment on the basis of ESRD is effective through
September 30, 1998.

1996. The Medicare Integrity Program (MIP) is created,

providing dedicated funds to identify and combat
improper payments, including those caused by fraud
and abuse, and, for the first time, allowing for con-
tracts to be awarded competitively to entities other
than carriers and intermediaries to conduct these
activities.

1997. Established an expanded set of options for the

delivery of health care under Medicare, referred to
as Medicare+Choice (and also known as “Medicare
Part C”). All Medicare beneficiaries can receive
their Medicare benefits through the original fee-for-
service program. In addition, most beneficiaries can
choose instead to receive their Medicare benefits
through one of the following Medicare+Choice
plans: (1) coordinated care plans (such as HMOs,
provider-sponsored organizations, and PPOs),

(2) Medical Savings Account (MSA)/High Deductible
plans (through a demonstration available for up to
390,000 beneficiaries), or (3) private fee-for-service
plans. Except for MSA plans, all Medicare+Choice
plans are required to provide the current Medicare
benefit package (excluding hospice services) and
any additional health services required under the
adjusted community rate (ACR) process. MSA plans
provide Medicare benefits after a single high deduct-
ible is met, and enrollees receive an annual deposit
in their medical savings account. Transition rules for
current Medicare HMO program also provided. (See
also HMO provision of 1982.)

The provision making Medicare the secondary
payer for disabled beneficiaries covered under large
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employer plans, previously scheduled to expire Sep-
tember 30, 1998, made permanent.

The provision making Medicare the secondary payer
for the first 12 months of entitlement because of
ESRD, which had been extended on a temporary
basis (through September 30, 1998) to include the
first 18 months of entitlement, has been extended,
permanently, to include the first 30 months of entitle-
ment on the basis of ESRD.

2003. Medicare+Choice is renamed Medicare Advan-

tage. (It is still sometimes referred to as “Medicare
Part C.”) As before, beneficiaries enrolled in both
Part A and Part B can receive their Medicare ben-
efits through the original fee-for-service program;
most can opt instead to use a Medicare Advan-
tage plan in their area. Medicare Advantage plans
include (1) Medicare Managed Care plans (like
HMOs), (2) Medicare Preferred Provider Organi-
zation plans (PPOs), (3) Private Fee-for-Service
plans, and (4) Medicare Specialty plans (available
in some areas to provide Medicare benefits for
certain people with special needs, such as benefi-
ciaries in institutions). Beginning in 2006, Medicare
Advantage plan choices will be expanded to include
regional PPOs. Participating regional PPOs will be
required to serve an entire region (10 to 50 regions
are to be established), and there are provisions to
encourage plan participation. Regional PPOs must
have a single deductible for benefits under Parts A
and B, and they must include catastrophic limits for
out-of-pocket expenditures. Beginning in 2006, the
adjusted community rate (ACR) process for deter-
mining plan payments is replaced by a competitive
bidding process. (Historical reference points to this
item include the Medicare+Choice provision of 1997
and the HMO provision of 1982, both of which are
displayed in this section.)

2007. Group health plans are required to provide infor-

mation identifying situations in which the plan is,

or has been, primary to Medicare, effective Janu-
ary 2009. Effective June 2009, liability insurance,
no-fault insurance, and workers’ compensation
plans must submit specific information to enable
appropriate determinations concerning coordination
of benefits and any applicable recovery claims.

Under Part D

2003. Under temporary Medicare-endorsed prescription

drug discount card program, for eligible beneficiaries
voluntarily enrolling and paying up to $30 annually,
discounts on certain prescription drugs, as specified
by card sponsors. Under Transitional Assistance
provision, eligible beneficiaries whose incomes

do not exceed 135 percent of the federal poverty
level and do not have third-party prescription drug

coverage are eligible for (1) financial assistance

of up to $600 per year for purchasing prescription
drugs and (2) a subsidized enrollment fee under the
temporary Medicare-endorsed prescription drug dis-
count card program. Enroliment begins in May 2004,
access to discounts begins in June 2004, and pro-
gram phases out as drug benefit becomes available
in 2006 (see next entry).

Beginning January 1, 2006, upon voluntary enroll-
ment in either a stand-alone PDP or an integrated
Medicare Advantage plan that offers Part D cov-
erage in its benefit, subsidized prescription drug
coverage. Most FDA-approved drugs and biologicals
are covered. However, plans may set up formu-
laries for their drug coverage, subject to certain
statutory standards. (Drugs currently covered in
Parts A and B remain covered there.) Part D cover-
age can consist of either standard coverage or an
alternative design that provides the same actuarial
value. (For an additional premium, plans may also
offer supplemental coverage exceeding the value
of basic coverage.) Standard Part D coverage is
defined for 2006 as having a $250 deductible, with
25 percent coinsurance (or other actuarially equiva-
lent amounts) for drug costs above the deductible
and below the initial coverage limit of $2,250. The
beneficiary is then responsible for all costs until the
$3,600 out-of-pocket limit (which is equivalent to
total drug costs of $5,100) is reached. For higher
costs, there is catastrophic coverage; it requires
enrollees to pay the greater of 5 percent coinsur-
ance or a small copay ($2 for generic or preferred
multisource brand and $5 for other drugs). After
2006, these benefit parameters are indexed to the
growth in per capita Part D spending (see Table 2.
C1). In determining out-of-pocket costs, only those
amounts actually paid by the enrollee or another
individual (and not reimbursed through insurance)
are counted; the exception is cost-sharing assis-
tance from Medicare’s low-income subsidies (certain
beneficiaries with low incomes and modest assets
will be eligible for certain subsidies that eliminate or
reduce their Part D premiums, cost-sharing, or both)
and from State Pharmacy Assistance Programs. A
beneficiary premium, representing 25.5 percent of
the cost of basic coverage on average, is required
(except for certain low-income beneficiaries, as
previously mentioned, who may pay a reduced or
no premium). For PDPs and the drug portion of
Medicare Advantage plans, the premium will be
determined by a bid process; each plan’s premium
will be 25.5 percent of the national weighted aver-
age plus or minus the difference between the plan’s
bid and the average. To help them gain experience
with the Medicare population, plans will be protected
by a system of risk corridors, which allow Part D
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to assist with unexpected costs and to share in
unexpected savings; after 2007, the risk corridors
became less protective. To encourage employer and
union plans to continue prescription drug coverage
to Medicare retirees, subsidies to these plans are
authorized; the plan must meet or exceed the value
of standard Part D coverage, and the subsidy pays
28 percent of the allowable costs associated with
enrollee prescription drug costs between a specified
cost threshold ($250 in 2006, indexed thereafter)
and a specified cost limit ($5,000 in 2006, indexed
thereafter).

2008. Part D plans are required to include two classes of
drugs in their formularies: (1) benzodiazepines and
(2) for the treatment of epilepsy, cancer, or chronic
mental disorder, barbiturates. Effective January 1,
2013.

2010. Beneficiaries who enter the coverage gap in 2010
receive a $250 rebate and, starting in 2011, benefi-
ciaries receive a 50-percent discount on covered
brand-name prescription drugs. (The dollar value
of this discount counts toward out-of-pocket spend-
ing, even though the beneficiary does not pay it.)
Additionally, reductions in beneficiary cost sharing
for both brand-name and generic drugs during the
coverage gap are to be phased in beginning in 2011,
such that by 2020, the coverage gap will be closed,
and beneficiaries will be responsible for 25 percent
of their prescription drug costs.

Retiree drug subsidies paid to employers and unions
that provide continued prescription drug coverage to
Medicare retirees (and meet specific criteria in doing
s0) are taxable beginning in 2013.

Medicare Financing
Hospital Insurance Taxes

See Table 2.A3.

2010. Beginning in 2013, an additional Part A payroll
tax of 0.9 percent is collected on earned income
exceeding $200,000 (for those filing income tax
singly) and $250,000 (for those filing jointly). The
earnings thresholds are not indexed.

Appropriations from General Revenues

1965. For HI costs attributable to transitionally insured
beneficiaries.

For HI costs attributable to noncontributory wage
credits granted for military service prior to 1957 (see
Table 2.A2).

For the Part B program, an amount equal to partici-
pant premiums.

1972. For cost of Part B not met by enrollee premiums.

1982. For HI costs attributable to beneficiaries having
transitional entitlement based on Medicare-qualified
federal employment.

1983. For HI taxes on noncontributory wage credits
granted for military service (a) from the inception of
HI program through 1983 and (b) on a current basis,
annually, beginning in 1984 (see Table 2.A2).

2002. Eliminated for HI taxes on noncontributory wage
credits granted for military service on a current
basis, for all years after calendar year 2001 (see
Table 2.A2).

2003. For Part D costs not met by enrollee premiums
or otherwise, beginning in January 2006. (That
is, transfers from general revenues [plus smaller
income sources, particularly the payments from
states described below] will pay for (1) the 74.5 per-
cent subsidy to PDPs and the prescription drug
portion of Medicare Advantage plans [which remains
after enrollee premiums of 25.5 percent, on aver-
age], in the form of a direct subsidy and reinsurance,
and (2) for other Part D costs, such as low-income
subsidies and subsidies to employers who provide
qualifying drug coverage to their Medicare-eligible
retirees.)

Beginning January 2007, for Part B beneficiaries
meeting certain income thresholds and thus pay-
ing income-related adjustment amounts in addition
to their standard Part B premiums (see “Medicare
Financing, Participant Premiums, 2003”), the per
capita general revenue appropriations to Part B
(see 1965 and 1972) are supposed to be reduced
accordingly.

2010. Beginning January 2011, for Part D beneficiaries
meeting certain income thresholds and thus paying
income-related adjustment amounts in addition to
their Part D premiums (see “Medicare Financing,
Participant Premiums, 2010”), the per capita general
revenue appropriations to Part D (see 2003) are
supposed to be reduced accordingly.

Participant Premiums
See Table 2.C1.

1965. Part B enrollee premium rate (originally $3 per
month) to be established annually such that it will
pay one-half of program costs.

1972. Part B enrollee premium rate increase limited to
rate of increase in OASDI cash benefits.

HI premium (originally $33 per month) to be estab-
lished annually. Only individuals not otherwise
entitled to HI but desiring voluntary participation
need to pay the HI premium.
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1983. Part B enrollee premiums for July 1983 to Decem-
ber 31, 1983, frozen at premium level of June 30,
1983. Premiums for January 1, 1984, to Decem-
ber 31, 1985, set to cover 25 percent of aged pro-
gram costs.

1984. Part B enrollee premiums for January 1, 1986, to
December 31, 1987, will be set to cover 25 percent
of aged program costs. Increases in the Part B
premium may not exceed the dollar amount of the
Social Security cost-of-living adjustment.

For calculating the amount of Part B premium
surcharge for individuals aged 65—70 not previ-
ously enrolled in Part B, the number of years an
individual did not enroll because of coverage by
employer group health insurance will not be taken
into account.

1985. Extends through calendar year 1988 the require-
ment that Part B premiums be set to cover 25 per-
cent of aged program costs and that increases in the
Part B premium may not exceed the dollar amount
of the Social Security cost-of-living adjustment.

Premium-paying individuals who do not purchase
Part A coverage within a specific time after becom-
ing eligible because of age are subject to a 10 per-
cent penalty for each 12 months they are late in
enrolling. There is a cutoff on the length of time
these individuals will have to pay an enroliment
penalty. The 10 percent premium penalty would

be limited to twice the number of years enroliment
was delayed. Therefore, if enrollment was delayed
1 year, the penalty would be assessed for 2 years.
Individuals in this category and already enrolled will
have the length of time the higher premium was paid
credited to them.

1987. Extends through calendar year 1989 the provi-
sions requiring that the Part B premium be set to
cover 25 percent of aged program costs, prohibiting
any increase in the premium if there is no Social
Security cost-of-living adjustment, and continuing
to hold beneficiaries harmless from Social Security
check reductions as a result of a premium increase.

1988. Increases in the Part B premium may not exceed
the dollar amount of the Social Security cost-of-
living adjustments for 1989 and beyond.

1989. Extends through calendar year 1990 the require-
ment that Part B premiums be set to cover 25 per-
cent of aged program costs.

1990. The Part B premium is set at $29.90 in 1991,
$31.80 in 1992, $36.60 in 1993, $41.10 in 1994, and
$46.10 in 1995.

1993. Part B enrollee premiums for January 1, 1996, to
December 31, 1998, will be set to cover 25 percent
of aged program costs.

1997. The Part B premium is permanently set at 25 per-
cent of program costs.

2003. Beginning January 2007, the Part B premium is
increased for beneficiaries meeting certain income
thresholds. (Beneficiaries with modified adjusted
gross incomes under $80,000 will continue to pay
premiums that are 25 percent of twice the actu-
arial rate. Actuarial rate is defined as one-half of
the Part B expected monthly cost per enrollee. For
beneficiaries with incomes greater than $80,000
and less than or equal to $100,000, the applicable
percentage is 35 percent; for those with incomes
greater than $100,000 and less than or equal to
$150,000, the percentage is 50 percent; for incomes
greater than $150,000 and less than or equal to
$200,000, the percentage is 65 percent; and for
incomes greater than $200,000, the percentage is
80 percent. For married couples who file joint tax
returns, the income thresholds are doubled. For
beneficiaries who are married and lived with their
spouses at any time during the taxable year but
who file separate tax returns from their spouses,
with incomes greater than $80,000 and less than
or equal to $120,000, the percentage is 65 percent;
with incomes greater than $120,000, the percentage
is 80 percent. These thresholds are to be updated
each calendar year by the Consumer Price Index
(CPI). There is a 5-year adjustment period for this
provision as well; that is, the amount of premium
above 25 percent of twice the actuarial rate is
phased in—at 20, 40, 60, 80, and 100 percent for
2007 to 2011 and later, respectively.)

For military retirees, their spouses (including eligible
divorced spouses and widows and widowers), and
dependent children who enroll(ed) in Part B during
the period from 2001 to 2004, the late enrollment
penalty imposed on beneficiaries who do not enroll
in Part B upon becoming eligible for Medicare is
waived for premium payments for January 2004 and
later. (Also, a special enrollment period for these
beneficiaries is to begin as soon as possible and
end December 31, 2004.)

For Part D, beginning in January 2006, a beneficiary
premium, representing 25.5 percent of the cost of
basic coverage on average, is required (except for
certain low-income beneficiaries who may pay a
reduced or no premium). For PDPs and the drug
portion of Medicare Advantage plans, the premium
will be determined by a bid process; each plan’s pre-
mium will be 25.5 percent of the national weighted
average plus or minus the difference between the
plan’s bid and the average. A late enroliment penalty
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will apply for certain beneficiaries who fail to enroll
at the first opportunity and who do not maintain
creditable coverage elsewhere (external prescrip-
tion drug coverage, such as through a retiree group
health plan that meets or exceeds the actuarial
value of standard Part D coverage).

2005. The phase-in of the income-related Part B pre-

mium (see 2003) is shortened from 5 years to

3 years, beginning January 1, 2007. (That is, the
amount of premium above 25 percent of twice the
actuarial rate is phased in at 1/3 for 2007, 2/3 for
2008, and 3/3 for 2009 and later.)

For beneficiaries who are volunteering outside the
United States through a 12-month or longer program
sponsored by a tax-exempt organization and who
have other health insurance, the late enroliment
penalties imposed on beneficiaries who do not enroll
in Part B upon becoming eligible for Medicare are
waived, effective January 2007, and a special enroll-
ment period for these beneficiaries is established.

2008. The policy waiving the late enrollment penalty for

Part D enrollees who meet certain low-income and
limited-resources requirements is codified into stat-
ute. (The policy was in effect through 2008 and the
law is effective beginning January 1, 2009.)

2010. The income thresholds used to calculate Part B

income-related premiums are frozen at 2010 levels
for 2011 through 2019.

Beginning in January 2011, Part D enrollees whose
income exceeds certain thresholds are required to
pay higher Part D premiums. The income thresholds
and premium adjustments are to be set in the same
manner as those under Part B (including the use of
frozen thresholds in 2011-2019).

Income from Taxation of OASDI Benefits

1993. The additional income tax revenues resulting from
the increase in the taxable percentage applicable
to OASDI benefits (an increase from 50 percent to
85 percent, see Table 2.A31) are transferred to the
HI trust fund.

Payment from States

2003. Beginning in January 2006, with the availability
of drug coverage and low-income subsidies under
Part D, Medicaid will no longer be primary payer for
full-benefit dual eligibles, and states are required
to make payments to defray a portion of the Part D
drug expenditures for these beneficiaries. States
pay 90 percent of the estimated costs for 2006,
phasing down over a 10-year period to 75 percent
for 2015 and later.

Interfund Borrowing
1981. See Table 2.A6.
1983. See Table 2.A6.

CONTACT: Barbara S. Klees (410) 786-6388 or
statistics@ssa.gov.
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Medicaid

The following are brief summaries of complex subjects
as of November 1, 2011. They should be used only

as overviews and general guides to the Medicare and
Medicaid programs. The views expressed herein do not
necessarily reflect the policies or legal positions of the
Centers for Medicare & Medicaid Services (CMS) or
the Department of Health and Human Services (HHS).
These summaries do not render any legal, accounting,
or other professional advice, nor are they intended to
explain fully all of the provisions or exclusions of the rel-
evant laws, regulations, and rulings of the Medicare and
Medicaid programs. Original sources of authority should
be researched and utilized.!

Overview

Title XIX of the Social Security Act is a federal and state
entitlement program that pays for medical assistance for
certain individuals and families with low incomes and
resources. This program, known as Medicaid, became
law in 1965 as a cooperative venture jointly funded by
the federal and state governments (including the Dis-
trict of Columbia and the territories) to assist states in
furnishing medical assistance to eligible needy persons.
Medicaid is the largest source of funding for medical and
health-related services for America’s poorest people.

Within broad national guidelines established by
federal statutes, regulations, and policies, each state
establishes its own eligibility standards; determines
the type, amount, duration, and scope of services; sets
the rate of payment for services; and administers its
own program. Medicaid policies for eligibility, services,
and payment are complex and vary considerably, even
among states of similar size or geographic proximity.
Thus, a person who is eligible for Medicaid in one state
may not be eligible in another state, and the services
provided by one state may differ considerably in amount,
duration, or scope from services provided in a similar
or neighboring state. In addition, state legislatures may
change Medicaid eligibility, services, and/or reimburse-
ment at any time.

Title XXI of the Social Security Act, the Children’s
Health Insurance Program (CHIP, known from its incep-
tion until March 2009 as the State Children’s Health
Insurance Program, or SCHIP), is a program initiated
by the Balanced Budget Act (BBA) of 1997 (Public Law

1. These summaries were prepared by Barbara S. Klees, Christian J.
Wolfe, and Catherine A. Curtis, Office of the Actuary, Centers for
Medicare & Medicaid Services, 7500 Security Blvd., Baltimore,
MD 21244. The authors wish to express their gratitude to Mary
Onnis Waid, who originated these summaries and diligently pre-
pared them for many years before her retirement.

105-33). The BBA provided $40 billion in federal funding
through fiscal year 2007 to furnish health care coverage
for low-income children—generally those in households
with income below 200 percent of the federal poverty
level (FPL)—who did not qualify for Medicaid and would
otherwise be uninsured. Subsequent legislation, includ-
ing the Children’s Health Insurance Program Reauthori-
zation Act (CHIPRA) of 2009 (Public Law 111-3) and the
Patient Protection and Affordable Care Act (Public Law
111-148) as amended by the Health Care and Education
Reconciliation Act of 2010 (Public Law 111-152)—collec-
tively referred to as the Affordable Care Act—extended
CHIP funding through fiscal year 2015. Under CHIP,
states may elect to provide coverage to qualifying chil-
dren by expanding their Medicaid programs or through

a state program separate from Medicaid. A number of
states have also been granted waivers to cover parents
of children enrolled in CHIP.

Medicaid Eligibility

Until 2014, when the Affordable Care Act will expand
Medicaid eligibility, Medicaid does not provide medi-

cal assistance for all poor persons. Under the broad-

est provisions of the federal statute, Medicaid does not
currently provide health care services even for very poor
persons unless they are in one of the groups designated
below. Low income is only one test for Medicaid eligibil-
ity for most of those within these groups; their financial
resources also are tested against threshold levels (as
determined by each state within federal guidelines).

States generally have broad discretion in determining
which groups their Medicaid programs will cover and the
financial criteria for Medicaid eligibility. To be eligible for
federal funds, however, states are required to provide
Medicaid coverage for certain individuals who receive
federally assisted income-maintenance payments, as
well as for related groups not receiving cash payments.
In addition to their Medicaid programs, most states have
additional “state-only” programs to provide medical
assistance for specified poor persons who do not qualify
for Medicaid. Federal funds are not provided for state-
only programs. The following enumerates the manda-
tory Medicaid “categorically needy” eligibility groups for
which federal matching funds are provided:

« Limited-income families with children, as described in
section 1931 of the Social Security Act, are generally
eligible for Medicaid if they meet the requirements
for the Aid to Families with Dependent Children
(AFDC) program that were in effect in their state on
July 16, 1996.
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» Children under age 6 whose family income is at or
below 133 percent of the FPL. (As of January 2011,
the FPL has been set at $22,350 for a family of four
in the continental U.S.; Alaska and Hawaii’s FPLs are
$27,940 and $25,710, respectively.)

* Pregnant women whose family income is below
133 percent of the FPL. (Services to these
women are limited to those related to pregnancy,
complications of pregnancy, delivery, and
postpartum care.)

» Infants born to Medicaid-eligible women, for the first
year of life with certain restrictions.

» Supplemental Security Income (SSI) recipients in
most states (or aged, blind, and disabled individuals
in states using more restrictive Medicaid eligibility
requirements that pre-date SSI).

* Recipients of adoption or foster care assistance
under Title IV-E of the Social Security Act.

» Special protected groups (typically individuals who
lose their cash assistance under Title IV-A or SSI
because of earnings from work or from increased
Social Security benefits, but who may keep Medicaid
for a period of time).

» All children under age 19, in families with incomes at
or below the FPL.

» Certain Medicare beneficiaries (described later).

States also have the option of providing Medicaid
coverage for other “categorically related” groups. These
optional groups share characteristics of the manda-
tory groups (that is, they fall within defined categories),
but the eligibility criteria are somewhat more liberally
defined. The broadest optional groups for which states
can receive federal matching funds for coverage under
the Medicaid program include the following:

* Infants up to age 1 and pregnant women not covered
under the mandatory rules whose family income is no
more than 185 percent of the FPL. (The percentage
amount is set by each state.)

» Children under age 21 who meet criteria more liberal
than the AFDC income and resources requirements
that were in effect in their state on July 16, 1996.

 Institutionalized individuals, and individuals in home
and community-based waiver programs, who are
eligible under a “special income level.” (The amount
is set by each state—up to 300 percent of the SSI
federal benefit rate.)

* Individuals who would be eligible if institutionalized,
but who are receiving care under home and
community-based services waivers.

» Certain aged, blind, or disabled adults who have
incomes above those requiring mandatory coverage,
but below the FPL.

» Aged, blind, or disabled recipients of state
supplementary income payments.

» Certain working-and-disabled persons with family
income less than 250 percent of the FPL who would
qualify for SSI if they did not work.

» Tuberculosis-infected persons who would be
financially eligible for Medicaid at the SSI income
level if they were in a Medicaid-covered category.
(Coverage is limited to tuberculosis-related
ambulatory services and tuberculosis drugs.)

» Certain uninsured or low-income women who are
screened for breast or cervical cancer through a
program administered by the Centers for Disease
Control and Prevention. The Breast and Cervical
Cancer Prevention and Treatment Act of 2000
(Public Law 106-354) provides these women with
medical assistance and follow-up diagnostic services
through Medicaid.

» “Optional targeted low-income children” included in
the CHIP (formerly SCHIP) program established by
the BBA.

* “Medically needy” persons (described below).

The medically needy (MN) option allows states to
extend Medicaid eligibility to additional persons. These
persons would be eligible for Medicaid under one of
the mandatory or optional groups, except that their
income and/or resources are above the eligibility level
set by their state for those groups. Persons may qualify
immediately or may “spend down” by incurring medical
expenses greater than the amount by which their income
exceeds their state’s MN income level.

Medicaid eligibility and benefit provisions for the
medically needy do not have to be as extensive as for
the categorically needy, and may be quite restrictive.
Federal matching funds are available for MN programs.
However, if a state elects to have an MN program, there
are federal requirements that certain groups and cer-
tain services must be included; for example, children
under age 19 and pregnant women who are medically
needy must be covered, and prenatal and delivery care
for pregnant women, as well as ambulatory care for
children, must be provided. A state may elect to pro-
vide MN eligibility to certain additional groups and may
elect to provide certain additional services as part of its
MN program. As of 2009, 33 states plus the District of
Columbia have elected to have an MN program and are
providing services to at least some MN beneficiaries.
All remaining states utilize the “special income level”

Annual Statistical Supplement, 2011 ¢ 57



option to extend Medicaid to the “near poor” in medical
institutional settings.

The Personal Responsibility and Work Opportunity
Reconciliation Act of 1996 (Public Law 104-193)—
known as the “welfare reform” bill—made restrictive
changes regarding eligibility for SSI coverage that
affected the Medicaid program. For example, legal
resident aliens and other qualified aliens who entered
the United States on or after August 22, 1996 are ineli-
gible for Medicaid for 5 years. States have the option of
providing Medicaid coverage for most aliens entering
before that date and coverage for those eligible after the
5-year ban; emergency services, however, are manda-
tory for both of these alien coverage groups. For aliens
who lose SSI benefits because of these restrictions
regarding SSI coverage, Medicaid benefits can continue
only if these persons can be covered under some other
eligibility status (again with the exception of emergency
services, which are mandatory). Public Law 104-193
also affected a number of disabled children, who lost
SSI as a result of the restrictive changes; however, their
eligibility for Medicaid was reinstituted by Public Law
105-33, the BBA.

In addition, welfare reform repealed the open-ended
federal entitlement program known as Aid to Families
with Dependent Children (AFDC) and replaced it with
Temporary Assistance for Needy Families (TANF),
which provides states with grants to be spent on time-
limited cash assistance. TANF generally limits a family’s
lifetime cash welfare benefits to a maximum of 5 years
and permits states to impose a wide range of other
requirements as well—in particular, those related to
employment. However, the impact on Medicaid eligibility
has not been significant. Under welfare reform, persons
who would have been eligible for AFDC under the AFDC
requirements in effect on July 16, 1996 are generally still
eligible for Medicaid. Although most persons covered by
TANF receive Medicaid, it is not required by law.

Medicaid coverage may begin as early as the third
month prior to application—if the person would have
been eligible for Medicaid had he or she applied dur-
ing that time. Medicaid coverage generally stops at the
end of the month in which a person no longer meets the
criteria of any Medicaid eligibility group. The BBA allows
states to provide 12 months of continuous Medicaid cov-
erage (without reevaluation) for eligible children under
age 19.

The Ticket to Work and Work Incentives Improvement
Act of 1999 (Public Law 106-170) provides or continues
Medicaid coverage to certain disabled beneficiaries
who work despite their disability. Beneficiaries with
higher incomes may pay a sliding scale premium based
on income.

The Deficit Reduction Act (DRA) of 2005 (Public Law
109-171) refined eligibility requirements for Medicaid
beneficiaries by tightening standards for citizenship and
immigration documentation and by changing the rules
concerning long-term care eligibility—specifically, the
look-back period for determining community spouse
income and assets was lengthened from 36 months to
60 months, individuals whose homes exceed $500,000
in value are disqualified, and the states are required to
impose partial months of ineligibility.

Beginning in 2014, the Affordable Care Act will
expand Medicaid eligibility to include all individuals under
age 65 in families with income below 138 percent of the
FPL. (Technically, the income limit is 133 percent of the
FPL, but the Act also provides for a 5-percent income
disregard.) In addition to the higher level of allowable
income, the new legislation expands eligibility to people
under age 65 who have no other qualifying factors that
would have made them eligible for Medicaid under prior
law, such as being under age 18, disabled, pregnant, or
parents of eligible children. Because individuals are not
required to be parents of eligible children under the new
law, nondisabled nonaged adults comprise the category
expected to have the greatest increase in Medicaid
enroliment. The Affordable Care Act also broadens avail-
ability of long-term care services and supports, starting,
in some instances, as early as 2010.

Scope of Medicaid Services

Title XIX of the Social Security Act allows considerable
flexibility within the states’ Medicaid plans. However,
some federal requirements are mandatory if federal
matching funds are to be received. A state’s Medicaid
program must offer medical assistance for certain basic
services to most categorically needy populations. These
services generally include:

* Inpatient hospital services;
» OQutpatient hospital services;

* Pregnancy-related services, including prenatal care
and 60 days postpartum pregnancy-related services;

* Vaccines for children;

* Physician services;

* Nursing facility services for persons aged 21 or older;
* Family planning services and supplies;

» Rural health clinic services;

* Home health care for persons eligible for skilled
nursing services;

» Laboratory and x-ray services;

» Pediatric and family nurse practitioner services;
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¢ Nurse-midwife services;

» Federally qualified health center (FQHC) services,
and ambulatory services of an FQHC that would be
available in other settings; and

» Early and periodic screening, diagnostic, and
treatment (EPSDT) services for children under
age 21.

States may also receive federal matching funds
to provide certain optional services. Some of the
most common currently approved optional Medicaid
services are:

» Diagnostic services;

» Clinic services;

» Intermediate care facility services;

* Prescribed drugs and prosthetic devices;

» Optometrist services and eyeglasses;

* Nursing facility services for children under age 21;
» Transportation services;

» Rehabilitation and physical therapy services;

* Hospice care;

* Home and community-based care to certain persons
with chronic impairments; and

» Targeted case management services.

The BBA included a state option known as Programs
of All-inclusive Care for the Elderly (PACE). PACE
provides an alternative to institutional care for persons
aged 55 and older who require a nursing-facility level
of care. The PACE team offers and manages all health,
medical, and social services and mobilizes other ser-
vices as needed to provide preventive, rehabilitative,
curative, and supportive care. This care, provided in day
health centers, homes, hospitals, and nursing homes,
helps the person maintain independence, dignity, and
quality of life. PACE functions within the Medicare
program as well. Regardless of source of payment,
PACE providers receive payment only through the
PACE agreement and must make available all items and
services covered under both Titles XVIII and XIX, with-
out amount, duration, or scope limitations and without
application of any deductibles, copayments, or other
cost sharing. The individuals enrolled in PACE receive
benefits solely through the PACE program.

Amount and Duration of Medicaid Services

Within broad federal guidelines and certain limitations,
states determine the amount and duration of services
offered under their Medicaid programs. States may limit,

for example, the number of days of hospital care or the
number of physician visits covered. Two restrictions
apply: (1) limits must result in a sufficient level of ser-
vices to reasonably achieve the purpose of the benefits,
and (2) limits on benefits may not discriminate among
beneficiaries based on medical diagnosis or condition.

In general, states are required to provide comparable
amounts, duration, and scope of services to all categori-
cally needy and categorically related eligible persons.
There are two important exceptions: (1) medically neces-
sary health care services that are identified under the
EPSDT program for eligible children, and that are within
the scope of mandatory or optional services under fed-
eral law, must be covered even if those services are not
included as part of the covered services in that state’s
plan, and (2) states may request waivers to pay for oth-
erwise uncovered home and community-based services
for Medicaid-eligible persons who might otherwise be
institutionalized. As long as the services are cost effec-
tive, states have few limitations on the services that may
be covered under these waivers (except that states may
not provide room and board for the beneficiaries, other
than as a part of respite care). With certain exceptions,
a state’s Medicaid program must allow beneficiaries to
have some informed choices among participating pro-
viders of health care and to receive quality care that is
appropriate and timely.

Payment for Medicaid Services

Medicaid operates as a vendor payment program.
States may pay health care providers directly on a fee-
for-service basis, or states may pay for Medicaid ser-
vices through various prepayment arrangements, such
as health maintenance organizations (HMOs). Within
federally imposed upper limits and specific restrictions,
each state for the most part has broad discretion in
determining the payment methodology and payment rate
for services. Generally, payment rates must be sufficient
to enlist enough providers so that covered services are
available at least to the extent that comparable care and
services are available to the general population within
that geographic area. Providers participating in Medic-
aid must accept Medicaid payment rates as payment in
full. States must make additional payments to qualified
hospitals that provide inpatient services to a dispropor-
tionate number of Medicaid beneficiaries and/or to other
low-income or uninsured persons under what is known
as the “disproportionate share hospital” (DSH) adjust-
ment. From 1988 to 1991, excessive and inappropriate
use of the DSH adjustment resulted in rapidly increasing
federal expenditures for Medicaid. Legislation passed in
1991 and 1993, and amended in the BBA of 1997 and
later legislation, capped the federal share of payments to
DSH hospitals.
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States may impose nominal deductibles, coinsur-
ance, or copayments on some Medicaid beneficiaries for
certain services. The following Medicaid beneficiaries,
however, must be excluded from cost sharing: pregnant
women, children under age 18, and hospital or nursing
home patients who are expected to contribute most of
their income to institutional care. In addition, all Med-
icaid beneficiaries must be exempt from copayments
for emergency services and family planning services.
Under the DRA, new cost sharing and benefit rules
provided states the option of imposing new premiums
and increased cost sharing on all Medicaid beneficiaries
except for those mentioned above and for terminally ill
patients in hospice care. The DRA also established spe-
cial rules for cost sharing for prescription drugs and for
nonemergency services furnished in emergency rooms.

The federal government pays a share of the medical
assistance expenditures under each state’s Medicaid
program. That share, known as the Federal Medical
Assistance Percentage (FMAP), is determined annually
by a formula that compares the state’s average per capita
income level with the national income average. States
with a higher per capita income level are reimbursed a
smaller share of their costs. By law, the FMAP cannot be
lower than 50 percent or higher than 83 percent. In fiscal
year 2011, the FMAPs varied from 50 percent in 13 states
and the territories to 74.7 percent in Mississippi and aver-
aged 59.0 percent overall. The BBA permanently raised
the FMAP for the District of Columbia from 50 percent to
70 percent. For children covered through the CHIP pro-
gram, the federal government pays states a higher share,
or “enhanced” FMAP, which averaged 71.3 percent in
fiscal year 2011.

The American Recovery and Reinvestment Act
(ARRA) of 2009 (Public Law 111-5) provided states with
an increase in their Medicaid FMAPs of up to 14 per-
centage points, depending on state unemployment
rates, for the first quarter of fiscal year 2009 through
the first quarter of fiscal year 2011. Section 201 of
Public Law 111-226 (referred to as the Education, Jobs,
and Medicaid Assistance Act of 2010) extended these
increases for the second and third quarters of fiscal year
2011, but at lower levels than those under ARRA.

The federal government also reimburses states for
100 percent of the cost of services provided to American
Indians and Alaska Natives through facilities of the Indian
Health Service, for 100 percent of the cost of the Quali-
fying Individuals (Ql) program (described later), and for
90 percent of the cost of family planning services, and
shares in each state’s expenditures for the administration
of the Medicaid program. Most administrative costs are
matched at 50 percent, although higher percentages are
paid for certain activities and functions, such as develop-
ment of mechanized claims processing systems.

Except for the CHIP program, the Ql program, DSH
payments, and payments to territories, federal pay-
ments to states for medical assistance have no set limit
(cap). Rather, the federal government matches (at FMAP
rates) state expenditures for the mandatory services, as
well as for the optional services that the individual state
decides to cover for eligible beneficiaries, and matches
(at the appropriate administrative rate) all necessary and
proper administrative costs.

Summary and Trends

Medicaid was initially formulated as a medical care
extension of federally funded programs providing cash
income assistance for the poor, with an emphasis on
dependent children and their mothers, the disabled, and
the elderly. Over the years, however, Medicaid eligibility
has been incrementally expanded beyond its original ties
with eligibility for cash programs. Legislation in the late
1980s extended Medicaid coverage to a larger number
of low-income pregnant women and poor children and

to some Medicare beneficiaries who are not eligible for
any cash assistance program. Legislative changes also
focused on increased access, better quality of care, spe-
cific benefits, enhanced outreach programs, and fewer
limits on services.

In most years since its inception, Medicaid has had
very rapid growth in expenditures. This rapid growth has
been due primarily to the following factors:

» The increase in size of the Medicaid-covered
populations as a result of federal mandates,
increased state coverage of optional groups, general
population growth, and economic recessions;

* The expanded coverage and utilization of services;

* The DSH payment program, coupled with its
inappropriate use to increase federal payments
to states;

* The increase in the number of very old and disabled
persons requiring extensive acute and/or long-term
health care and various related services;

* The results of technological advances to keep a
greater number of very low birth-weight babies and
other critically ill or severely injured persons alive and
in need of continued extensive and very costly care;

* The increase in drug costs and the availability of new
expensive drugs; and

» The increase in payment rates to providers of health
care services, when compared with general inflation.

As with all health insurance programs, most Medicaid
beneficiaries incur relatively small average expenditures
per person each year, and a relatively small proportion
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incurs very large costs. Moreover, the average cost
varies substantially by type of beneficiary. National data
for 2008, for example, indicate that Medicaid payments
for services for 22.8 million children, who constituted
49 percent of all Medicaid beneficiaries, averaged
$2,643 per child. Similarly, for 10.6 million nondisabled
adults, who represented 23 percent of beneficiaries,
payments averaged $3,968 per person. However, other
groups had much larger per-person expenditures.
Medicaid payments for services for 4.6 million aged,
who constituted 10 percent of all Medicaid beneficiaries,
averaged $15,869 per person; for 8.8 million disabled,
who represented 19 percent of beneficiaries, payments
averaged $15,749 per person. When expenditures

for these high- and lower-cost beneficiaries are com-
bined, the 2008 payments to health care vendors for
46.7 million Medicaid beneficiaries averaged $6,702
per person.

Long-term care is an important provision of Med-
icaid that will be increasingly utilized as our nation’s
population ages. The Medicaid program paid for nearly
41 percent of the total cost of nursing facility care
in 2008. National data for 2008 show that Medicaid
payments for nursing facility services (excluding inter-
mediate care facilities) totaled $47.7 billion for more
than 1.6 million beneficiaries of these services—an
average expenditure of $29,533 per nursing home
beneficiary. The national data also show that Medicaid
payments for home health services totaled $6.6 billion
for 1.1 million beneficiaries—an average expenditure
of $5,789 per home health care beneficiary. With the
percentage of our population who are elderly or disabled
increasing faster than that of the younger groups, the
need for long-term care is expected to increase.

Another significant development in Medicaid is the
growth in managed care as an alternative service deliv-
ery concept different from the traditional fee-for-service
system. Under managed care systems, HMOs, prepaid
health plans (PHPs), or comparable entities agree to
provide a specific set of services to Medicaid enrollees,
usually in return for a predetermined periodic payment
per enrollee. Managed care programs seek to enhance
access to quality care in a cost-effective manner. Waiv-
ers may provide the states with greater flexibility in the
design and implementation of their Medicaid managed
care programs. Waiver authority under sections 1915(b)
and 1115 of the Social Security Act is an important
part of the Medicaid program. Section 1915(b) waivers
allow states to develop innovative health care delivery
or reimbursement systems. Section 1115 waivers allow
experimental statewide health care reform demonstra-
tions to cover uninsured populations and to test new
delivery systems without increasing costs. Finally, the
BBA provided states a new option to use managed care
without a waiver. According to the Medicaid Managed

Care Enrolliment Report, the share of Medicaid benefi-
ciaries enrolled in some form of managed care program
grew steadily from 47.8 percent of enrollees in 1997 to
71.5 percent in 2010.

In fiscal year 2010, net outlays for the Medicaid pro-
gram (federal and state) were $404.1 billion, including
direct payment to providers of $255.7 billion, payments
for various premiums (for HMOs, Medicare, etc.) of
$103.9 billion, payments to disproportionate share hospi-
tals of $15.2 billion, administrative costs of $18.1 billion,
and various adjustments totaling $7.4 billion. In addi-
tion, there were $3.8 billion in expenditures for the
Vaccines for Children Program under Title XIX. With
no other changes to the Medicaid program except for
those already prescribed by current law (including the
Affordable Care Act), spending is projected to reach
$677.3 billion by fiscal year 2016.

Expenditures under the CHIP program in fiscal year
2010 were $11.4 billion. CHIP is currently funded only
through fiscal year 2015.

The Medicaid-Medicare Relationship

Medicare beneficiaries who have low incomes and lim-
ited resources may also receive help from the Medicaid
program. For such persons who are eligible for full Med-
icaid coverage, the Medicare health care coverage is
supplemented by services that are available under their
state’s Medicaid program. These additional services
may include, for example, nursing facility care beyond
the 100-day limit covered by Medicare, eyeglasses, and
hearing aids. For persons enrolled in both programs, any
services that are covered by Medicare are paid for by
the Medicare program before any payments are made
by the Medicaid program, since Medicaid is always the
“payer of last resort.”

Certain other Medicare beneficiaries may receive
help with Medicare premium and cost-sharing payments
through their state Medicaid program. Qualified Medi-
care Beneficiaries (QMBs) and Specified Low-Income
Medicare Beneficiaries (SLMBs) are the best-known
categories and the largest in numbers. QMBs are those
Medicare beneficiaries who have financial resources
at or below twice the standard allowed under the SSI
program and incomes at or below 100 percent of the
FPL. For QMBs, Medicaid pays the Hospital Insurance
(HI, or Part A) and Supplementary Medical Insurance
(SMI) Part B premiums and the Medicare coinsurance
and deductibles, subject to limits that states may impose
on payment rates. SLMBs are Medicare beneficiaries
with resources like the QMBs but with incomes that are
higher, though still less than 120 percent of the FPL. For
SLMBs, the Medicaid program pays only the Part B pre-
miums. A third category of Medicare beneficiaries who
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may receive help consists of disabled-and-working indi-
viduals. According to Medicare law, disabled-and-work-
ing individuals who previously qualified for Medicare
because of disability, but who lost entitlement because
of their return to work (despite the disability), are allowed
to purchase Medicare Part A and Part B coverage. If
these persons have incomes below 200 percent of the
FPL but do not meet any other Medicaid assistance
category, they may qualify to have Medicaid pay their
Part A premiums as Qualified Disabled and Working
Individuals (QDWIs).

For Medicare beneficiaries with incomes above
120 percent and less than 135 percent of the FPL, states
receive a capped allotment of federal funds for payment
of Medicare Part B premiums. These beneficiaries are
known as Qualifying Individuals (Qls). Unlike the QMBs
and SLMBs, who may be eligible for other Medicaid
benefits in addition to their QMB/SLMB benefits, the
Qls cannot be otherwise eligible for medical assis-
tance under a state plan. The QI benefit is 100 percent
federally funded, up to the state’s allotment. The Ql
program was established by the BBA for fiscal years
1998 through 2002 and has been extended numerous
times. The most recent extension continues the program
through February 2012.

The Centers for Medicare & Medicaid Services (CMS)
estimates that, in 2010, Medicaid provided some level of
supplemental health coverage for 9.1 million Medicare
beneficiaries.

In January 2006, a new Medicare prescription drug
benefit began that provides drug coverage for Medicare
beneficiaries, including those who also receive coverage
from Medicaid. In addition, under this benefit, individu-
als eligible for both Medicare and Medicaid receive a
low-income subsidy for the Medicare drug plan premium
and assistance with cost sharing for prescriptions.
Medicaid no longer provides drug benefits for Medicare
beneficiaries.

Since the Medicare drug benefit and low-income
subsidy replace a portion of state Medicaid expendi-
tures for drugs, states will see a reduction in Medicaid
expenditures. To offset this reduction, the Medicare
Prescription Drug, Improvement, and Modernization Act
(MMA) of 2003 (Public Law 108-173) requires each state
to make a monthly payment to Medicare representing
a percentage of the projected reduction. For 2006, this
payment was 90 percent of the projected 2006 reduc-
tion in state spending. The percentage has decreased
by 1 2/3 percent per year since 2006 and will continue
decreasing to 75 percent for 2015 and beyond.

Note: Medicaid data are based on the projections of the
Mid-Session Review of the President’s Fiscal Year 2012
Budget and are consistent with data received from the
states through the Medicaid Statistical Information Sys-
tem (MSIS) and forms CMS-37 and CMS-64. Medicaid
managed care enroliment data are from the Medicaid
Managed Care Enrollment Report, available at https://
www.cms.gov/MedicaidDataSourcesGeninfo/04
_MdManCrEnrliRep.asp.

CONTACT: Christian J. Wolfe (410) 786-6374 or
statistics@ssa.gov.
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Unemployment Insurance

Through federal and state cooperation, unemployment
insurance programs are designed to provide benefits

to regularly employed members of the labor force who
become involuntarily unemployed and who are able and
willing to accept suitable employment. Workers in all 50
states, the District of Columbia, Puerto Rico, and the
U.S. Virgin Islands are covered under unemployment
insurance programs.

To induce states to enact unemployment insurance
laws, the Social Security Act of 1935 provided a tax
offset incentive. A uniform national tax was imposed on
payrolls of industrial and commercial employers who
employed eight or more workers in 20 or more weeks
in a calendar year. Employers who paid taxes to a state
with an approved unemployment insurance law could
credit (offset) up to 90 percent of the state tax against
the federal tax. This ensured that employers in states
without an unemployment insurance law would not have
an advantage competing with similar businesses in
states with such a law because they would still be sub-
ject to the federal payroll tax, and their employees would
not be eligible for benefits.

In addition, the Social Security Act authorized grants
to states to meet the costs of administering the state
systems. By July 1937, all 48 states, the then territories
of Alaska and Hawaii, and the District of Columbia had
passed unemployment insurance laws. Later, Puerto
Rico adopted its own program, which was incorporated
in 1961 into the federal-state system. A similar program
for workers in the U.S. Virgin Islands was added in 1978.

If employers are to receive an offset against federal
taxes and if states are to receive federal grants for
administration, federal law requires state unemploy-
ment insurance programs to meet certain requirements.
These requirements are intended to ensure that a state
participating in the program has an unemployment insur-
ance system that is fairly administered.

One requirement is that all contributions collected
under state laws be deposited in the unemployment
trust fund of the U.S. Treasury Department. The fund
is invested as a whole, but each state has a separate
account to which its deposits and its share of interest on
investments are credited. At any time, a state may with-
draw money from its account in the trust fund, but only to
pay benefits. Thus, unlike the situation in the majority of
states having workers’ compensation and temporary dis-
ability insurance laws, unemployment insurance benefits
are paid exclusively through a public fund. Private plans
cannot be substituted for the state plan.

Aside from federal standards, each state has major
responsibility for the content and development of its
unemployment insurance law. The state itself decides
the amount and duration of benefits (except for certain
federal requirements concerning federal-state Extended
Benefits); the contribution rates (with limitations); and,
in general, the eligibility requirements and disqualifica-
tion provisions. The states also directly administer the
programs collecting contributions, maintaining wage
records (where applicable), taking claims, determining
eligibility, and paying benefits to unemployed workers.

Coverage

Originally, coverage under the Federal Unemployment
Tax Act (FUTA) had been limited to employment related
primarily to industrial and commercial workers in private
industry. However, several laws, including the Employ-
ment Security Amendments of 1970 and the Unem-
ployment Compensation Amendments of 1976, added
substantially to the number and types of workers pro-
tected under the state programs.

Private employers in industry and commerce are
subject to the law if they have one or more individuals
employed on 1 day in each of 20 weeks during the cur-
rent or preceding year or if they paid wages of $1,500
or more during any calendar quarter in the current or
preceding year.

Agricultural workers are covered on farms with a
quarterly payroll of at least $20,000 or employing 10
or more employees in 20 weeks of the year. Domestic
employees in private households are subject to FUTA
if their employer pays wages of $1,000 or more in a
calendar quarter. Excluded from coverage are workers
employed by their families and the self-employed.

Before 1976, employment in state and local gov-
ernments and nonprofit organizations was exempt
from FUTA. However, as a result of federal legislation
enacted in 1976, most employment in these groups must
now be covered by state law as a condition of securing
federal approval of the state law. Under this form of cov-
erage, local government and nonprofit employers have
the option of making contributions or of reimbursing the
state for actual benefit expenditures. Elected officials,
legislators, members of the judiciary, and the state
National Guard are still excluded, as are employees
of nonprofit organizations that employ fewer than four
workers in 20 weeks in the current or preceding calen-
dar year. Many states have extended coverage beyond
that provided by federal legislation.
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Through special federal legislation, federal civil-

ian employees and ex-servicemembers of the armed
forces were brought under the unemployment insurance
system. Benefits for those persons are financed through
federal funds but are administered by the states and
paid in accordance with the provisions of the state laws.
A separate unemployment insurance law enacted by
Congress covers railroad workers.

Amendments to FUTA made in 2000 added Indian
tribes to the set of entities for whom coverage is
required, although they are not liable for FUTA taxes. As
a result, workers performing services for tribes are now
potentially eligible to receive unemployment insurance
benefits. Coverage is required when service is per-
formed for any Indian tribe, band, nation, or other orga-
nized group or community that is recognized as eligible
for federal assistance because of their status as Indians.
The same permissible exclusion from coverage that is
applicable to other governmental entities also applies to
services performed for Indian tribes. If an Indian tribe
fails to make payments to states as required, the tribe
loses its FUTA exemption and may lose coverage.

Eligibility for Benefits

Unemployment benefits are available as a matter of
right (without a means test) to unemployed workers
who have demonstrated their attachment to the labor
force by a specified amount of recent work or earnings
in covered employment. All federal civilian employees,
ex-servicemembers, and workers whose employers
contribute to or make payments in lieu of contributions to
state unemployment funds are eligible if they are invol-
untarily unemployed, able to work, available for work,
and actively seeking work. Workers must also meet any
other eligibility and qualifying requirements of the state
law and be free from disqualifications. Workers who
meet these eligibility conditions may still be denied ben-
efits if they are found to have voluntarily quit their jobs
without good cause or were discharged for misconduct.

Work Requirements

A worker’s monetary benefit rights are based on his or
her employment in covered work over a prior reference
period called the base period, and these benefit rights
remain fixed for a benefit year. In most states, the base
period is the first 4 quarters of the last 5 completed
calendar quarters preceding the claim for unemployment
benefits. Under certain circumstances, many states now
also allow an alternative base period, which is generally
the most recent 4 completed calendar quarters.

Benefits

Under all state laws, the weekly benefit amount—that
is, the amount payable for a week of total unemploy-
ment—uvaries with the worker’s past wages within cer-
tain minimum and maximum limits. In most states, the
formula is designed to compensate for a fraction of the
usual weekly wage. Some states replace approximately
50 percent, subject to specified dollar maximums.

A considerable majority of state laws use a formula
that computes weekly benefits as a fraction of wages
in one or more quarters of the base period. Most com-
monly, the fraction is taken of wages in the quarter
during which wages were highest, because this quarter
most nearly reflects full-time work. In most of these
states, the same fraction is used at all benefit levels. The
other state laws use a weighted schedule that gives a
greater proportion of the high-quarter wages to lower-
paid workers than to those earning more.

Each state establishes a ceiling on the weekly benefit
amount, and no worker may receive an amount higher
than the ceiling. The maximum may be either a fixed
dollar amount or a flexible amount. Under the latter
arrangement, which has been adopted in 36 jurisdic-
tions, the maximum is adjusted automatically in accor-
dance with the weekly wages of covered employees.

Fourteen states provide additional allowances for cer-
tain dependents. They all include children under the ages
of 16, 18, or 19 (and, generally, older if incapacitated);
eight states include a nonworking spouse; and two states
consider other dependent relatives. The amount allowed
per dependent varies considerably by state but generally
is $30 or less per week, and, in the majority of states, the
amount is the same for each dependent.

All but 12 states require a waiting period of 1 week
of total unemployment before benefits can begin. Five
states have provisions making the waiting period com-
pensable after a specified period.

Except for two jurisdictions, states provide a statutory
maximum duration of 26 weeks of benefits in a benefit
year. However, many jurisdictions vary the duration of
benefits through various formulas.

Extended Benefits

In 1970, a permanent federal-state program of Extended
Benefits was established for workers who exhaust their
entitlement to regular state benefits during periods of
high unemployment. The program is financed equally
from federal and state funds. Employment conditions
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in an individual state trigger Extended Benefits. This
happens when the unemployment rate among insured
workers in a state averages 5 percent or more over a
13-week period and is at least 20 percent higher than
the rate for the same period in the 2 preceding years.

If the insured unemployment rate reaches 6 percent,

a state may, by state law, disregard the 20 percent
requirement in initiating Extended Benefits. Once trig-
gered, Extended Benefit provisions remain in effect for
at least 13 weeks. When a state’s benefit period ends,
Extended Benefits to individual workers also end, even
if they have received less than their potential entitlement
and are still unemployed. Further, once a state’s benefit
period ends, another statewide period cannot begin for
at least 13 weeks.

State law determines most eligibility conditions for
Extended Benefits and the weekly benefit payable.
However, under federal law a claimant must have had
20 weeks in full-time employment (or the equivalent in
insured wages) and must meet special work require-
ments. A worker who has exhausted his or her regular
benefits is eligible for a 50 percent increase in duration
of benefits for a maximum of 13 weeks of Extended
Benefits. There is, however, an overall maximum of
39 weeks of regular and Extended Benefits. Extended
Benefits are payable at the same rate as the weekly
amount under the regular state program.

Before the 1992 legislation, the Extended Benefits
program was based on the insured unemployment rate
(IUR)—the number of unemployed workers receiving
benefits in a state as a percentage of the number of per-
sons in employment that is covered by unemployment
insurance in that state. By definition, the IUR does not
include workers who have exhausted their benefits but
are still unemployed.

The 1992 legislation (Public Law 102-318) provided
states with the option of adopting an additional formula
for triggering the permanent Extended Benefits program.
Effective March 1993, states had the option of amend-
ing their laws to use alternative total unemployment rate
triggers, in addition to the current insured unemployment
rate triggers. Under this option, Extended Benefits would
be paid when (1) the state’s seasonally adjusted total
unemployment rate for the most recent 3 months is at
least 6.5 percent and (2) that rate is at least 110 percent
of the state average total unemployment rate in the cor-
responding 3-month period in either of the 2 preceding
years.

States triggering on to the Extended Benefits program
under other triggers would provide the regular 26 weeks
of unemployment benefits in addition to 13 weeks of
Extended Benefits (which is the same number of weeks
of benefits provided previously). In addition, states that
have chosen the total unemployment rate option will also
amend their state laws to add an additional 7 weeks of
Extended Benefits (for a total of 20 weeks) when the
total unemployment rate is at least 8 percent and is
110 percent of the state’s total unemployment rate for
the same 3 months in either of the 2 preceding years.
As of December 31, 2010, Extended Benefits were not
payable in 17 states.

In addition to the permanent Extended Benefits
program, Congress from time to time enacts temporary
extensions of unemployment compensation benefits.
The most recent example is Emergency Unemployment
Compensation (EUCO08). The EUCO08 program was cre-
ated on June 30, 2008, by the Supplemental Appropria-
tions Act of 2008 (Public Law 110-252). It made up to
13 additional weeks of federally funded unemployment
benefits available to unemployed individuals nationwide
who had already collected all regular state benefits for
which they were eligible and who met other eligibility
requirements.

On November 21, 2008, the Unemployment Com-
pensation Extension Act of 2008 (Public Law 110-449)
expanded EUCO8 to up to 20 weeks in every state and
up to 13 additional weeks for individuals in “high unem-
ployment” states. On November 6, 2009, the Worker,
Homeownership, and Business Assistance Act of 2009
(Public Law 111-92) expanded EUCO08 to up to 34 weeks
in every state and up to 19 additional weeks for individu-
als in “high unemployment” states.

CONTACT: Daniel L. Hays (202) 693-3011 or
statistics@ssa.gov.
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Workers’ Compensation

Workers’ compensation was the first form of social
insurance to develop widely in the United States. Itis
designed to provide cash benefits and medical care
when employees suffer work-related injuries or illnesses
and survivor benefits to the dependents of workers
whose deaths result from a work-related incident. In
exchange for receiving benefits, workers who receive
workers’ compensation are generally not allowed to
bring a tort suit against their employers for damages of
any kind.

The federal government was the first to establish a
workers’ compensation program, covering its civilian
employees with an act that was passed in 1908 to pro-
vide benefits for workers engaged in hazardous work.
The remaining federal workforce was covered in 1916.
Nine states enacted workers’ compensation laws in
1911. By 1921, all but 6 states and the District of Colum-
bia had workers’ compensation laws.

Today each of the 50 states, the District of Columbia,
Puerto Rico, and the U.S. Virgin Islands have their own
program. The federal government covers its employees
through its own program. It also administers the Long-
shore and Harbor Workers’ Compensation Act, enacted
in 1927, which covers longshore and harbor workers
throughout the United States.

Coal miners suffering from pneumoconiosis, or “black
lung” disease, are covered by the Black Lung Benefits
Act of 1972, with the initial benefits enacted as part of
the Coal Mine Health and Safety Act of 1969. Under this
program, monthly cash benefits are payable to miners
disabled by black lung disease and to their dependents
or survivors. Medical benefits are also payable to the
worker on the basis of a diagnosis of pneumoconiosis.

The Radiation Exposure Compensation Act of 1990
provides lump-sum compensation payments to individu-
als who contracted certain cancers and other serious
diseases as a result of exposure to radiation released
during above-ground nuclear weapons tests or during
employment in underground uranium mines. The lump-
sum payments are specified in law and range from
$50,000 to $100,000.

The Energy Employees Occupational lliness Com-
pensation Program provides lump-sum payments up
to $150,000 to civilian workers (or their survivors) who
became ill as a result of exposure to radiation, beryllium,
or silica in the production or testing of nuclear weapons.
The program went into effect in July 2001. It also pro-
vides smaller lump-sum payments to individuals found
eligible for an award under the Radiation Exposure

Compensation Act. Medical benefits are awarded for the
treatment of covered conditions.

Coverage

In 2009, state and federal workers’ compensation laws
covered about 124.9 million employees. Covered payroll
in 2009—that is, total wages paid to covered workers—
was $5.7 trillion.

Common exemptions from coverage are domestic
service, agricultural employment, small employers, and
casual labor. However, 39 programs have some cover-
age for agricultural workers, and 25 programs have
some coverage for domestic workers.

Many programs exempt employees of nonprofit,
charitable, or religious institutions. The coverage of state
and local public employees differs widely from one state
program to another.

The workers’ compensation programs are compulsory
for most private employment, except in Texas, where it
is elective. That is, in Texas, employers may accept or
reject coverage under the law. If they reject it, they lose
the customary common-law defenses against suits by
employees in private industry.

Two groups outside the coverage of workers’ com-
pensation laws are railroad employees engaged in
interstate commerce and seamen in the U.S. Merchant
Marine. These workers have health insurance and short-
term and long-term cash benefit plans that cover dis-
abilities whether or not the conditions are work-related.
In addition, under federal laws these workers retain the
right to bring tort suits against their employers for negli-
gence in the case of work-related injuries or illness.

Benefits

The benefits provided under workers’ compensation
include periodic cash payments and medical services
to the worker during the period of disablement for the
disabling condition. They also include death and funeral
benefits to the workers’ survivors. Lump-sum settle-
ments are permitted under most programs.

Approximately three-fourths of all workers’ compen-
sation cases involve only medical benefits. Cash wage
replacement benefits are categorized according to the
duration and severity of the worker’s disability.
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Temporary Total Disability

Most compensation cases that involve cash payments are
for temporary total disability. In these cases, the worker

is temporarily precluded from performing the pre-injury
job or another job with the employer that the worker could
have performed before the injury. When workers’ lost time
exceeds the waiting period (3 to 7 days, depending on the
state), they receive a percentage of their weekly wages—
typically two-thirds—up to a maximum weekly amount.
The maximum is generally set at some percentage of the
states’ average weekly wage, ranging from 66 2/3 percent
to 200 percent, but typically 100 percent.

Temporary Partial Disability

In some cases, workers return to work before they reach
maximum medical improvement and have reduced
responsibilities and a lower salary. In those cases, they
receive temporary partial disability benefits.

Permanent Total Disability

If a worker has very significant impairments that are
judged to be permanent after he or she reaches
maximum medical improvement, the worker receives
permanent total disability benefits. Very few workers’
compensation cases are found to have permanent total
disabilities.

Permanent Partial Disability

When the worker has impairments that, although perma-
nent, do not completely limit the workers’ ability to work,
permanent partial disability benefits are paid. The system
for determining benefits in these cases is complex and
varies across jurisdictions. Some states provide ben-
efits based on an impairment rating scheme. The level

of impairment, often expressed as a percentage of total
disability, is used to determine the benefit amount. Some
states provide benefits on the basis of loss of earning
capacity. They use impairment ratings with modifications
based on vocational factors, such as the worker’s educa-
tion, job experience, and age. Other states use systems
that attempt to compensate workers for actual lost wages.

Death Benefits

Generally, compensation is related to earnings and to
the number of dependents eligible as the survivors of
workers who die from a work-related illness or injury.

Medical Benefits

All workers’ compensation acts require that medical aid
be furnished without delay, to workers suffering from a
work-related injury or illness, whether or not the condi-
tion entails work interruption. This care includes first-aid

treatment, physician services, surgical and hospital
services, nursing, medications, medical supplies, appli-
ances, and prosthetic devices. Care is typically provided
with no copayment from the worker. A few state laws
contain provisions for contributions by the covered
employee for hospital and medical benefits.

Financing

Workers’ compensation programs are financed almost
exclusively by employers and are based on the principle
that the cost of work-related accidents is a business
expense. Depending on state laws, employers can pur-
chase insurance from a private carrier or state fund, or
they can self-insure. No program relies on general taxing
power to finance workers’ compensation. Employers in
most programs are permitted to carry insurance against
work accidents with commercial insurance companies or
to qualify as self-insurers by giving proof of financial abil-
ity to carry their own risk. In five jurisdictions, commercial
insurance is not allowed. In two of these areas, employ-
ers must insure with an exclusive state fund, and in three
others, they must either insure with an exclusive state
insurance fund or self-insure. In 21 jurisdictions, state
funds have been established that compete with private
insurance carriers. Federal employees are provided pro-
tection through a federally financed and operated system.

Program Highlights

Benefit payments under workers’ compensation pro-
grams increased to $58.3 billion in 2009, which was
a 0.4 percent increase from the 2008 benefit figure of
$58.1 billion. When compared to covered wages, the
benefits increased by five cents to $1.03 per $100 of
covered wages.

In 2009, medical benefits accounted for $28.9 billion,
and wage loss compensation accounted for $29.4 billion.
The latter amount includes payments to disabled work-
ers and the survivors of deceased workers.

The $58.3 billion for workers’ compensation benefit
payments in 2009 includes $481.0 million in benefits
for the Black Lung program. This program is described
separately (see Tables 9.D1-9.D2).

The employers’ cost of providing workers’ compen-
sation coverage generally varies according to risk,
industrial classification, and experience rating. Nation-
ally in 2009, such costs were approximately $1.30 per
$100 of covered wages, or about $593 for each of the
124.9 million protected employees.

CONTACT: Virginia Reno (202) 452-8097 or
statistics@ssa.gov.
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Temporary Disability Insurance

Five states, Puerto Rico, and the railroad industry have
social insurance programs that partially compensate for
the loss of wages caused by temporary nonoccupational
disability or maternity. Those programs are known as
temporary disability insurance (TDI) because the dura-
tion of the payments is limited.

Federal law does not provide for a federal-state insur-
ance system for short-term disability comparable to the
federal-state system of unemployment insurance. How-
ever, in 1946 Congress amended the Federal Unemploy-
ment Tax Act (FUTA) to permit states where employees
make contributions under the unemployment insurance
program to use some or all of these contributions to pay
disability benefits (but not administrative costs). Of the
nine states that could have benefited from this provision
for initial funding for TDI, three—California, New Jersey,
and Rhode Island—took advantage. Rhode Island had
already enacted the first state law in 1942. California
and the railroad industry followed in 1946, then New Jer-
sey in 1948, and New York in 1949. A two-decade hiatus
followed before Puerto Rico and Hawaii passed laws in
1968 and 1969, respectively.

The temporary disability insurance laws of the five
states and Puerto Rico cover most commercial and
industrial wage and salary workers in private employ-
ment if the employer has at least one worker. In no state
is coverage under TDI identical with that of the unem-
ployment insurance program. Principal occupational
groups excluded are domestic workers, family workers
(parent, child, or spouse of the employer), government
employees, and the self-employed. State and local
government employees are included in Hawaii, and the
other state programs generally provide elective cover-
age for some or all public employees.

Agricultural workers are covered to varying degrees
in California, Hawaii, New Jersey, and Puerto Rico, but
they are not covered in other jurisdictions. The California
law permits self-employed individuals to elect coverage
on a voluntary basis. Workers employed by railroads,
railroad associations, and railroad unions are covered by
TDI under the national system included in the Railroad
Unemployment Insurance Act.

The methods used for providing this protection vary.
In Rhode Island, the coverage is provided through an
exclusive, state-operated fund into which all contribu-
tions are paid and from which all benefits are disbursed.
In addition, covered employers may provide supplemen-
tal benefits in any manner they choose. The railroad
program is also exclusively publicly operated in conjunc-
tion with its unemployment insurance provisions.

In California, New Jersey, and Puerto Rico, cover-
age is provided through a state-operated fund, but
employers are permitted to “contract out” of the state
fund by purchasing group insurance from commercial
insurance companies, by self-insuring, or by negotiating
an agreement with a union or employees’ association.
Coverage by the state fund is automatic unless or until
an employer or the employees take positive action by
substituting a private plan that meets the standards pre-
scribed in the law and is approved by the administering
agency. Premiums (in lieu of contributions) are then paid
directly to the private plan, and benefits are paid to the
workers affected.

The laws in Hawaii and New York require employers
to provide their own disability insurance plans for their
workers by setting up an approved self-insurance plan,
by reaching an agreement with employees or a union
establishing a labor-management benefit plan, or by
purchasing group insurance from a commercial carrier.
In New York, the employer may also provide protection
through the State Insurance Fund, which is a state-
operated competitive carrier. Both Hawaii and New York
operate special funds to pay benefits to workers who
become disabled while unemployed or whose employers
have failed to provide the required protection. In other
jurisdictions, benefit payments for the disabled unem-
ployed are made from the regular state-operated funds.

Eligibility for Benefits

To qualify for benefits, a worker must fulfill certain
requirements regarding past earnings or employment
and must be disabled as defined in the law. In addition,
claimants may be disqualified if they received certain
types of income during the period of disability.

Earnings or Employment Requirements

A claimant must have a specified amount of past
employment or earnings to qualify for benefits. However,
in most jurisdictions with private plans, the plans either
insure workers immediately upon their employment or,

in some cases, require a short probationary period of
employment, usually from 1 to 3 months. Upon cessa-
tion of employment after a specified period, workers
generally lose their private plan coverage and must look
to a state-created fund for such protection.

Disability Requirements

The laws generally define disability as inability to per-
form regular or customary work because of a physical
or mental condition. Stricter requirements are imposed
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for disability during unemployment in New Jersey and
New York. All the laws pay full benefits for disability due
to pregnancy.

Disqualifying Income

All the laws restrict payment of disability benefits when
the claimant is also receiving workers’ compensation
payments. However, the statutes usually contain some
exceptions to this rule (for example, if the workers’
compensation is for partial disability or for previously
incurred work disabilities).

The laws differ with respect to the treatment of sick
leave payments. Rhode Island pays disability benefits
in full even though the claimant draws wage continua-
tion payments. New York deducts from the benefits any
payment from the employer or from a fund contributed
to by the employer, except for benefits paid pursuant
to a collective bargaining agreement. In California,
New Jersey, and Puerto Rico, benefits plus paid sick
leave for any week during disability may not exceed the
individual’s weekly earnings before their disablement.
Railroad workers are not eligible for TDI benefits while
they receive sick leave pay.

In all seven TDI systems, as with unemployment
insurance, weekly benefit amounts are related to a
claimant’s previous earnings in covered employment.
In general, the benefit amount for a week is intended
to replace at least one-half the weekly wage loss for a
limited time. All the laws, however, specify minimum and
maximum amounts payable for a week. The maximum
duration of benefits varies from 26 weeks to 52 weeks.
New York and Puerto Rico have a uniform duration of
26 weeks for all claimants; New Jersey and Hawaii have
a variable duration of up to 26 weeks; Rhode Island
has a variable duration of up to 30 weeks; and Califor-
nia and the railroad program have a variable duration
of up to 52 weeks. Under the railroad program, dura-
tion of benefits varies from 26 weeks to 52 weeks, on
the basis of the total number of years of employment
in the industry. In the other jurisdictions, limited predis-
ability “base period” wages reduce benefit duration. A
noncompensable waiting period of a week or 7 con-
secutive days of disability (4 days for railroad workers)
is generally required before the payment of benefits for
subsequent weeks.

The statutory provisions described above govern the
benefits payable to employees covered by the state-
operated plans. In those states where private plans are
permitted to participate, those provisions represent stan-
dards against which the private plan can be measured
(in accordance with provisions in the state law).

Financing and Administration

Under each of the laws, except for that governing the
railroad program, employees may be required to contrib-
ute to the cost of the temporary disability benefit. In five
of the jurisdictions (all but California and Rhode Island),
employers are also required to contribute. In general, the
government does not contribute.

Five of the seven TDI programs are administered
by the same agency that administers unemployment
insurance. Under those programs, the unemployment
insurance administrative machinery is used to collect
contributions, to maintain wage records, to determine
eligibility, and to pay benefits to workers under the state-
operated funds. By contrast, the New York program
is administered by the state Workers’ Compensation
Board, and the Hawaii program is administered by a
separate division of the Department of Labor and Indus-
trial Relations.

Claims in New York and Hawaii are filed with and
paid by the employer, the insurance carrier, or the union
health and welfare fund that is operating the private
plan. The state agency limits its functions to supervis-
ing private plans, setting standards of performance, and
adjudicating disputed claims arising between claim-
ants and carriers. A similar situation applies to claim-
ants under private plans in California, New Jersey, and
Puerto Rico.

CONTACT: Daniel L. Hays (202) 693-3011 or
statistics@ssa.gov.
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Black Lung Benefits

The Black Lung benefit program established by the
Federal Coal Mine Health and Safety Act of 1969 pro-
vides monthly benefit payments to coal miners totally
disabled as a result of pneumoconiosis, to the widows
of coal miners who died as a result of pneumoconiosis,
and to their dependents. The Social Security Administra-
tion (SSA) was initially responsible for the payment and
administration of all benefits.

The Black Lung Benefits Act of 1972 designated
program operations related to claims filed through
December 31, 1973 (with certain exceptions) as Part B,
designated claims filed thereafter as Part C, established
different financing provisions for Part C, and assigned
jurisdiction for Part C to the Department of Labor (DOL).

On October 1, 1997, responsibility for maintenance
and payment of Part B benefits was also transferred
from SSA to DOL; SSA, however, maintained respon-
sibility for conducting formal hearings to resolve con-
tested issues regarding Part B claims. Data on all Part B
claims are reported in this Supplement. Part C data
are reported by DOLs Office of Workers’ Compensa-
tion Programs (OWCP) in the OWCP Annual Report
to Congress.

Legislation enacted November 2, 2002 (Public Law
107-275) permanently transferred the responsibility for
all Black Lung claims (Parts B and C) to OWCP. SSA
continues to handle only a small number of pending
Part B appeals cases.

The basic Black Lung benefit rate is set by law
at 37 1/2 percent of the monthly pay rate for federal
employees in the first step of grade GS-2. The basic
rate to a miner or widow may be increased according to
the number of qualified dependents—50 percent of the
basic benefit rate if one dependent qualifies, 75 percent
for two dependents, and 100 percent for three or more
dependents.

Because Black Lung payments are tied directly to fed-
eral employee salary scales, increases are automatically
payable when federal salaries are increased. Reflecting
a 1.5 percent adjustment, monthly benefit rates effective
January 1, 2010, are:

* Miner or widow, $625.00
* Miner or widow and 1 dependent, $938.00
* Miner or widow and 2 dependents, $1,094.00

* Miner or widow and 3 or more dependents (family
benefit), $1,251.00

If a miner or surviving spouse is receiving workers’
compensation, unemployment compensation, or disabil-
ity insurance payments under state law, the Black Lung
benefit is offset by the amount being paid under these
other programs.

The amendments of 1972 extended benefit pay-
ments to full orphans, parents, brothers, and sisters of
deceased miners. Under earlier law, survivor payments
were limited to widows and their dependent children (if
the miner and spouse were both deceased, no benefits
were payable to surviving children). These amendments
also expanded coverage to include surface as well as
underground coal miners.

CONTACT: Bennett Stewart (606) 218-9236 or
statistics@ssa.gov.
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Veterans’ Disability Benefits

The payment rates shown below took effect in Decem-
ber 2009. They remain current because no cost-of-living
adjustments took effect in 2010.

Compensation for Service-connected
Disabilities

Disability compensation is a monetary benefit paid to
veterans who are disabled by injury or disease incurred
in or aggravated during active military service. Individu-
als discharged or separated from military service under
dishonorable conditions are generally not eligible for
compensation payments. The amount of monthly com-
pensation depends on the degree of disability, rated as
the percentage of normal function lost. Payments as of
2009 range from $123 a month for a 10 percent disabil-
ity to $2,673 a month for total disability. Veterans who
have at least a 30 percent service-connected disability
are entitled to an additional dependent’s allowance.
The amount is based on the number of dependents and
degree of disability.

Pensions for Nonservice-connected
Disabilities

Monthly benefits are provided to wartime veterans

with limited income and resources who are totally and
permanently disabled because of a condition not attrib-
utable to their military service. To qualify for these pen-
sions, a veteran must have served in one or more of the
following designated war periods: The Mexican Border
Period, World War |, World War Il, the Korean Conflict,
the Vietnam Era, or the Gulf War. The period of service
must have lasted at least 90 days, at least one day of
which was during a war period, and the discharge or
separation cannot have been dishonorable. Service less
than 90 days is acceptable if the veteran was discharged
with a service-connected disability.

Pension payments are reduced by countable income.
Some medical and other expenses are allowed as
deductions from countable income. Veterans aged 65 or
older who meet service, net worth, and income require-
ments are eligible for a pension, regardless of current
physical condition.

Effective December 1, 2009, maximum benefit
amounts for nonservice-connected disabilities range
from $986 per month for a veteran without a dependent
spouse or child to $1,950 per month for a veteran who
is in need of regular aid and attendance and who has
one dependent. For each additional dependent child, the
pension is raised by $168 per month.

For additional information about benefits and ser-
vices available from the Department of Veterans Affairs,
see Federal Benefits for Veterans, Dependents and
Survivors at http://www.va.gov/opa/publications
/benefits_book.asp.

CONTACT: 1-800-827-1000 or statistics@ssa.gov.
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SECTION 2

Program Provisions and SSA
Administrative Data

Old-Age, Survivors, and Disability
Insurance

Coverage, Financing, and Insured Status

Benefit Computation and Automatic
Adjustments

Benefit Types and Levels

Effect of Current Earnings and Taxation
of Benefits

Other Programs
Supplemental Security Income
Medicare
Medicaid

SSA Administrative Data
Offices and Staff
Claims Workloads
Service Delivery
Hearings and Appeals

2.1

212
2.39

2.58

2.64
2.66
2.69
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2.A OASDI: Coverage, Financing, and Insured Status

Table 2.A1—Covered employment and self-employment provisions, by year enacted

Year enacted

Coverage election
or waiver

Provision

1935

1939
1946
1950

1951
1954

1956

1960

1965

1967

1972

1977

1982
1983

Elective by employer

Elective by employer
and employee

Elective by employer

Elective by employer
and employee

Elective by individual

Elective by employer
and employee

Elective by individual

Elective by employer
and employee

Subject to waiver
by individual
Elective by employer

Elective by individual

Elective by employer

Elective by employer or by
employer and employee

All workers in commerce and industry (except railroads) under age 65 in the continental United States, Alaska, and Hawaii
and on American vessels. (Covered after 1936.)

Age restriction eliminated.
Railroad and Social Security earnings combined to determine eligibility for and amount of survivors benefits.

Regularly employed farm and domestic workers. Nonfarm self-employed (except members of professional groups).
Federal civilian employees not under a federal retirement system. U.S. citizens employed outside the United States by
American employers. Workers in Puerto Rico and the U.S. Virgin Islands (effective January 1, 1951).

State and local government employees not under a state and local government retirement system. Termination permitted
2 years after giving notice if group has 5 years of coverage when notice is given.

Employees (other than members of the clergy) of nonprofit organizations (upon election by employer, each current
employee given a choice as to coverage; new employees are covered). Nonprofit organizations permitted to terminate
coverage 2 years after giving notice, if the organization has 8 years of coverage when notice is given.

Railroad workers with less than 10 years of service, for all benefits. (After October 1951, coverage retroactive to 1937.)
Farm self-employed. Professional self-employed except lawyers, dentists, physicians, and members of other medical
groups (taxable years ending after 1954). Additional regularly employed farm and domestic workers. Homeworkers.
U.S. citizens employed outside the United States by a foreign subsidiary of an American employer.

State and local government employees (except fire fighters and police personnel) under a state or local government
retirement system (coverage provided at state’s option; a majority of the eligible employees must vote in favor). See
above (elective by employer, 1950) for termination rule.

Members of the clergy and of religious orders not under a vow of poverty.
Members of the uniformed services on active duty or on active duty for training. Remainder of professional self-employed
except physicians (taxable years ending after 1955). Farm landlords who materially participate in farm operations.

Fire fighters and police personnel in designated states. State and local government employees under a state or local
government retirement system in designated states may be divided into two systems, one excluding employees not
desiring coverage (new employees covered).

U.S. citizens employed in United States by foreign governments or international organizations. Parents working for
children (except domestic or casual labor). Workers in Guam and American Samoa.

Interns. Self-employed physicians (taxable years ending on or after December 31, 1965). Tips for employee tax only.
Members of certain religious sects may obtain exemptions from self-employed coverage (retroactive to 1951).

Fire fighters under state and local government retirement system (under a majority favorable vote) and only if governor of
state certifies Social Security protection.

Members of the clergy and of religious orders not under a vow of poverty are covered automatically, but they can choose
to be exempt on grounds of conscience or religious principles. Taxable years ending after 1967.

Members of a religious order who are subject to a vow of poverty. Retroactivity allowed for 5 years but not earlier than
January 1, 1968.

Members of the clergy and of religious orders who filed an application for exemption from coverage may revoke the
exemption if the revocation is filed before the due date of the individual’s federal income tax return for the first taxable year
beginning after December 20, 1977.

Federal employees—Hospital Insurance (Part A) program only, effective January 1, 1983.

Federal employees newly hired after December 31, 1983, including executive, legislative, and judicial branch employees,
and also including those hired before January 1, 1984, with a break in service lasting more than 365 days. Excludes re-
employed annuitants hired before January 1, 1984.

Legislative branch employees hired before 1984 who were not participating in the Civil Service Retirement System on
December 31, 1983.

Members of Congress, the president, the vice president, sitting federal judges, and most executive-level political
appointees of the federal government.

Employees of nonprofit organizations.

U.S. residents employed outside the United States by American employers.

U.S. residents employed outside the United States by a foreign affiliate of an American employer.

Employees of nonprofit organizations placed under compulsory coverage; nonprofit organizations prohibited from
terminating coverage of their employees on or after March 31, 1983.

States prohibited from terminating coverage of employees (after April 20, 1983) and permitted to reinstate coverage for a
terminated group.

(Continued)
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2.A OASDI: Coverage, Financing, and Insured Status

Table 2.A1—Covered employment and self-employment provisions, by year enacted—Continued

Year enacted

Coverage election
or waiver

Provision

1984

1986

1987

1990

1994

1997

1998

Elective by employer

Elective by individual

Elective by employee

Elective by employee

Rehired federal employees whose previous service was covered.

Persons exercising reemployment rights to noncovered federal employment retain exemption after a period (not limited to
365 or fewer days) of military or national guard service or work for an international organization.

Generally, all legislative branch employees except those who were participating on December 31, 1983, and are also
currently participating in the Civil Service Retirement System or another federal retirement system.

Employees of nonprofit organizations who are also participating on a mandatory basis in the Civil Service Retirement
System are treated like federal employees for Social Security tax and coverage purposes. They are therefore not covered
unless hired on or after January 1, 1984, or reemployed after a break in service of more than 365 days.

Churches or church-related organizations may elect irrevocably to have services performed by their employees excluded
from covered employment. Their employees are then treated as self-employed for Social Security purposes.

State and local government employees hired after March 31, 1986—Hospital Insurance (Part A) program only.

Members of the clergy and of religious orders who filed an application for exemption from coverage may revoke the
exemption if the revocation is filed before the due date of the individual’s federal income tax return for the first taxable year
beginning after October 22, 1986.

Employees covered under Civil Service Retirement System can elect to switch to Federal Employees Retirement System
from July 1, 1987, to December 31, 1987.

Members of uniformed services reserve components on inactive duty training. Irregularly employed farm workers (if
employer’s annual expenditures for farm labor is at least $2,500). Services performed in trade or business of spouse or by
children aged 18 or older in trade or business of parent. For employers, the full amount of covered tips.

State and local government employees not under a state or local government retirement system. Exceptions: (1) students
employed by the educational institution they attend and (2) election workers paid less than the mandated amount ($100),
unless either group covered under a state’s Section 218 agreement.

Threshold for exclusion of wages paid to election workers raised from $100 to $1,000 annually beginning January 1, 1995,
and will be indexed for wage increases each year after December 31, 1999.

Police and fire fighters under a public retirement system can be covered for Social Security in all states.

Threshold for coverage of domestic employees’ earnings raised from $50 per calendar quarter to $1,000 per calendar
year per employer; amount subject to annual automatic adjustments. Domestic workers no longer covered for years in
which they were under age 18, unless they are no longer in school and domestic employment is their principal occupation.
Coverage of earnings of domestic workers on farms becomes subject to new annual threshold for domestic workers
instead of annual threshold for agricultural employees.

Employees covered under Civil Service Retirement System can elect to switch to Federal Employees Retirement System
from July 1, 1998, to December 31, 1998.

States can modify their Social Security coverage agreements made between January 1, 1999, and March 31, 1999, to
exclude from coverage services performed by students employed by state schools, colleges, or universities, effective for
services performed after June 30, 2000.

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov
/regulations/index.htm).

NOTE: ... = not applicable.

CONTACT: (410) 965-0090 or statistics@ssa.gov.
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2.A OASDI: Coverage, Financing, and Insured Status

Table 2.A2—Noncontributory wage credit provisions, by year enacted

Year enacted | Provision

1946 Fully insured status and average monthly wage of $160 for World War Il veterans who died within 3 years after discharge.

1950 Wage credits of $160 per month of military service during World War Il period (September 16, 1940-July 24, 1947).

1952 Wage credits of $160 per month of military service to December 31, 1953.

1953 Wage credits of $160 per month of military service to June 30, 1955.

1955 Wage credits of $160 per month of military service to March 31, 1956.

1956 Wage credits of $160 per month of military service to December 31, 1956.

1967 For uniformed services, wage credits of $100 for each $100 (or fraction thereof) of basic pay not in excess of $300 per calendar quarter, beginning in
1968.

1972 For uniformed services, wage credits of $300 per calendar quarter of service after 1956. (Supersedes 1967 provision.) For U.S. citizens of Japanese

ancestry, wage credits for the period they were interned by the U.S. government during World War Il period (December 7, 1941-December 31, 1946)
and who were aged 18 or older.

1977 For uniformed services, wage credits of $100 for each $300 of basic pay up to maximum credit of $1,200 per calendar year after 1977.

2002 For uniformed services, deemed wage credits are eliminated for all years after calendar year 2001. Deemed wage credits will continue to be given for
appropriate earnings for periods prior to calendar year 2002.

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov
/regulations/index.htm).

CONTACT: (410) 965-0090 or statistics@ssa.gov.
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2.A OASDI: Coverage, Financing, and Insured Status

Table 2.A3—Annual maximum taxable earnings and contribution rates, 1937-2011

Annual maximum Contribution rate (percent)
taxable earnings (dollars) Employer and employee, each Self-employed person
Total, Total,
OASDI OASDI
Year OASDI HI and HI OASI DI HI and HI OASI DI HI
1937-1949 3,000 S 1.0 1.0
1950 3,000 1.5 1.5
1951-1953 3,600 S 1.5 1.5 S s 2.25 2.25
1954 3,600 s 2.0 2.0 S L 3.0 3.0
1955-1956 4,200 S 2.0 2.0 s L 3.0 3.0 L
1957-1958 4,200 s 2.25 2.0 0.25 S 3.375 3.0 0.375
1959 4,800 S 25 2.25 0.25 S 3.75 3.375 0.375
1960-1961 4,800 Ce 3.0 2.75 0.25 c 4.5 4.125 0.375
1962 4,800 s 3.125 2.875 0.25 Lo 4.7 4.325 0.375
1963-1965 4,800 s 3.625 3.375 0.25 s 54 5.025 0.375 S
1966 6,600 6,600 4.2 3.5 0.35 0.35 6.15 5.275 0.525 0.35
1967 6,600 6,600 44 3.55 0.35 0.5 6.4 5.375 0.525 0.5
1968 7,800 7,800 4.4 3.325 0.475 0.6 6.4 5.0875 0.7125 0.6
1969 7,800 7,800 4.8 3.725 0.475 0.6 6.9 5.5875 0.7125 0.6
1970 7,800 7,800 4.8 3.65 0.55 0.6 6.9 5.475 0.825 0.6
1971 7,800 7,800 5.2 4.05 0.55 0.6 7.5 6.075 0.825 0.6
1972 9,000 9,000 5.2 4.05 0.55 0.6 7.5 6.075 0.825 0.6
1973 10,800 10,800 5.85 4.3 0.55 1.0 8.0 6.205 0.795 1.0
1974 13,200 13,200 5.85 4.375 0.575 0.9 7.9 6.185 0.815 0.9
1975 214,100 214,100 5.85 4.375 0.575 0.9 7.9 6.185 0.815 0.9
1976 215,300 215,300 5.85 4.375 0.575 0.9 7.9 6.185 0.815 0.9
1977 216,500 216,500 5.85 4.375 0.575 0.9 7.9 6.185 0.815 0.9
1978 217,700 217,700 6.05 4.275 0.775 1.0 8.1 6.01 1.09 1.0
1979 22,900 22,900 6.13 4.33 0.75 1.05 8.1 6.01 1.04 1.05
1980 25,900 25,900 6.13 4.52 0.56 1.05 8.1 6.2725 0.7775 1.05
1981 29,700 29,700 6.65 4.7 0.65 1.3 9.3 7.025 0.975 1.3
1982 232,400 232,400 6.7 4.575 0.825 1.3 9.35 6.8125 1.2375 1.3
1983 235,700 235,700 6.7 4.775 0.625 1.3 9.35 7.1125 0.9375 1.3
1984 237,800 237,800 b7.0 5.2 0.5 1.3 b14.0 10.4 1.0 2.6
1985 239,600 239,600 7.05 52 0.5 1.35 5141 10.4 1.0 2.7
1986 242,000 242,000 7.15 52 0.5 1.45 5143 10.4 1.0 2.9
1987 243,800 243,800 7.15 52 0.5 1.45 5143 10.4 1.0 2.9
1988 245,000 245,000 7.51 5.53 0.53 1.45 b15.02 11.06 1.06 2.9
1989 248,000 248,000 7.51 5.53 0.53 1.45 b15.02 11.06 1.06 2.9
1990 ©51,300 ©51,300 7.65 5.6 0.6 1.45 15.3 1.2 1.2 2.9
1991 53,400 125,000 7.65 5.6 0.6 1.45 15.3 11.2 1.2 2.9
1992 ¢ 55,500 130,200 7.65 5.6 0.6 1.45 15.3 1.2 1.2 2.9
1993 257,600 2 135,000 7.65 5.6 0.6 1.45 15.3 11.2 1.2 2.9
1994 260,600 e 7.65 5.26 0.94 1.45 15.3 10.52 1.88 29
1995 261,200 e 7.65 5.26 0.94 1.45 15.3 10.52 1.88 2.9
1996 262,700 e 7.65 5.26 0.94 1.45 15.3 10.52 1.88 2.9
1997 265,400 e 7.65 5.35 0.85 1.45 15.3 10.7 1.7 2.9
1998 268,400 e 7.65 5.35 0.85 1.45 15.3 10.7 1.7 2.9
1999 272,600 e 7.65 5.35 0.85 1.45 15.3 10.7 1.7 2.9
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2.A OASDI: Coverage, Financing, and Insured Status

Table 2.A3—Annual maximum taxable earnings and contribution rates, 1937-2011—Continued

Annual maximum Contribution rate (percent)
taxable earnings (dollars) Employer and employee, each Self-employed person

Total, Total,

OASDI OASDI
Year OASDI HI and HI OASI DI HI and HI OASI DI HI
2000 276,200 e 7.65 5.3 0.9 1.45 15.3 10.6 1.8 2.9
2001 280,400 e 7.65 53 0.9 1.45 15.3 10.6 1.8 2.9
2002 284,900 e 7.65 5.3 0.9 1.45 15.3 10.6 1.8 2.9
2003 287,000 e 7.65 53 0.9 1.45 15.3 10.6 1.8 2.9
2004 287,900 e 7.65 53 0.9 1.45 15.3 10.6 1.8 2.9
2005 290,000 e 7.65 5.3 0.9 1.45 15.3 10.6 1.8 2.9
2006 294,200 e 7.65 5.3 0.9 1.45 15.3 10.6 1.8 29
2007 297,500 e 7.65 5.3 0.9 1.45 15.3 10.6 1.8 2.9
2008 2102,000 e 7.65 5.3 0.9 1.45 15.3 10.6 1.8 29
2009 2 106,800 e 7.65 5.3 0.9 1.45 15.3 10.6 1.8 2.9
2010 2106,800 e f7.65 53 0.9 1.45 15.3 10.6 1.8 2.9
2011 2 106,800 e 97.65 5.3 0.9 1.45 9153 10.6 1.8 2.9

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov
/regulations/index.htm). Social Security Administration, "Cost-of-Living Increase and Other Determinations for 2011; Correction," Federal Register, vol. 75, no. 229
(November 30, 2010).

NOTES: DI = Disability Insurance; HI = Hospital Insurance; OASI = Old-Age and Survivors Insurance; OASDI = Old-Age, Survivors, and Disability Insurance;
... =not applicable.

Table shows the contribution (tax) rates used to determine total amounts received by the trust funds. Occasional temporary tax credits and rate reductions affect the rates
paid by employers, employees, or self-employed persons, and are summarized in footnotes as applicable.

a.
b.

Based on automatic adjustment, under legislation in 1972 (as modified by legislation in 1973), in proportion to increases in average wage level.

In 1984, the 5.7 percent OASDI tax on taxable wages of employees was offset by a tax credit of 0.3 percent, resulting in an effective employee tax rate of 5.4 percent.
However, the OASDI trust funds received the full 5.7 percent because of a general revenue transfer equivalent to 0.3 percent of taxable wages. Similar credits of
2.7 percent, 2.3 percent, and 2.0 percent were allowed against the combined OASDI and HI taxes on net earnings from self-employment in 1984, 1985, and from
1986 to 1989, respectively.

Based on automatic adjustment, under legislation in 1972 (as modified by legislation in 1973), using a transitional rule, specified by the Omnibus Budget Reconcilia-
tion Act (OBRA) of 1989, for computing a "deemed" average annual wage for 1988, 1989, and 1990.

Based on legislation in 1990.

Upper limit on earnings subject to HI taxes was repealed by OBRA 1993.

For 2010, most employers were exempt from paying the employer share of OASDI tax on wages paid to certain qualified individuals hired after February 3. Amounts
equal to the revenue forgone will be transferred from the general fund of the Treasury to the OASI and DI trust funds.

For 2011, the combined OASDI payroll tax rate is reduced by 2.0 percent for employees and for self-employed workers, resulting in a 4.2 percent effective tax rate for
employees and a 10.4 percent effective tax rate for self-employed workers. The authorizing legislation, Public Law 111-312, does not specify percentage reductions
attributable to the separate OASI and DI trust funds. Amounts equal to the revenue forgone will be transferred from the general fund of the Treasury to the trust funds.
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2.A OASDI: Coverage, Financing, and Insured Status

Table 2.A4—Maximum annual amount of contributions, 1937-2011 (in dollars)

Employee Self-employed person
Total, Total,
OASDI Subtotal, OASDI Subtotal,
Year and HI OASDI OASI DI HI and HI OASDI OASI DI HI
1937-1949 30.00 30.00 30.00
1950 45.00 45.00 45.00 . . . . o
1951-1953 54.00 54.00 54.00 . . 81.00 81.00 81.00
1954 72.00 72.00 72.00 . . 108.00 108.00 108.00
1955-1956 84.00 84.00 84.00 . . 126.00 126.00 126.00 .
1957-1958 94.50 94.50 84.00 10.50 . 141.75 141.75 126.00 15.75
1959 120.00 120.00 108.00 12.00 . 180.00 180.00 162.00 18.00
19601961 144.00 144.00 132.00 12.00 . 216.00 216.00 198.00 18.00
1962 150.00 150.00 138.00 12.00 . 225.60 225.60 207.60 18.00
1963-1965 174.00 174.00 162.00 12.00 . 259.20 259.20 241.20 18.00 .
1966 277.20 254.10 231.00 23.10 23.10 405.90 382.80 348.15 34.65 23.10
1967 290.40 257.40 234.30 23.10 33.00 422.40 389.40 354.75 34.65 33.00
1968 343.20 296.40 259.35 37.05 46.80 499.20 452.40 396.825 55.575 46.80
1969 374.40 327.60 290.55 37.05 46.80 538.20 491.40 435.825 55.575 46.80
1970 374.40 327.60 284.70 42.90 46.80 538.20 491.40 427.05 64.35 46.80
1971 405.60 358.80 315.90 42.90 46.80 585.00 538.20 473.85 64.35 46.80
1972 468.00 414.00 364.50 49.50 54.00 675.00 621.00 546.75 74.25 54.00
1973 631.80 523.80 464.40 59.40 108.00 864.00 756.00 670.14 85.86 108.00
1974 772.20 653.40 577.50 75.90 118.80 1,042.80 924.00 816.42 107.58 118.80
1975 824.85 697.95 616.875 81.075 126.90 1,113.90 987.00 872.085 114.915 126.90
1976 895.05 757.35 669.375 87.975 137.70 1,208.70 1,071.00 946.305 124.695 137.70
1977 965.25 816.75 721.875 94.875 148.50 1,303.50 1,155.00  1,020.525 134.475 148.50
1978 1,070.85 893.85 756.675 137.175 177.00 1,433.70 1,256.70 1,063.77 192.93 177.00
1979 1,403.77 1,163.32 991.59 171.75 240.45 1,854.90 1,614.45 1,376.29 238.16 240.45
1980 1,587.67 1,315.72 1,170.68 145.04 271.95 2,097.90 1,825.95 1,624.58 201.37 271.95
1981 1,975.05 1,588.95 1,395.90 193.05 386.10 2,762.10 2,376.00 2,086.43 289.57 386.10
1982 2,170.80 1,749.60 1,482.30 267.30 421.20 3,029.40 2,608.20 2,207.25 400.95 421.20
1983 2,391.90 1,927.80  1,704.675 223.125 464.10 3,337.95 2,873.85 2,539.1625 334.6875 464.10
1984 @ 2,646.00 2,154.60 1,965.60 189.00 491.40 5,292.00 4,309.20 3,931.20 378.00 982.80
19852 2,791.80 2,257.20 2,059.20 198.00 534.60 5,583.60 4,514.40 4,118.40 396.00 1,069.20
1986 2 3,003.00 2,394.00 2,184.00 210.00 609.00 6,006.00 4,788.00 4,368.00 420.00 1,218.00
1987 @ 3,131.70 2,496.60 2,277.60 219.00 635.10 6,263.40 4,993.20 4,555.20 438.00 1,270.20
1988 2 3,379.50 2,727.00 2,488.50 238.50 652.50 6,759.00 5,454.00 4,977.00 477.00 1,305.00
1989 @ 3,604.80 2,908.80 2,654.40 254.40 696.00 7,209.60 5,817.60 5,308.80 508.80 1,392.00
1990 3,924.45 3,180.60 2,872.80 307.80 743.85 7,848.90 6,361.20 5,745.60 615.60 1,487.70
1991 5,123.30 3,310.80 2,990.40 320.40 1,812.50  10,246.60 6,621.60 5,980.80 640.80 3,625.00
1992 5,328.90 3,441.00 3,108.00 333.00 1,887.90  10,657.80 6,882.00 6,216.00 666.00 3,775.80
1993 5,528.70 3,571.20 3,225.60 345.60 1,957.50 11,057.40 7,142.40 6,451.20 691.20 3,915.00
1994 b 3,757.20 3,187.56 569.64 b b 7,514.40 6,375.12 1,139.28 b
1995 b 3,794.40 3,219.12 575.28 b b 7,588.80 6,438.24 1,150.56 b
1996 b 3,887.40 3,298.02 589.38 b b 7,774.80 6,596.04 1,178.76 b
1997 b 4,054.80 3,498.90 555.90 b b 8,109.60 6,997.80 1,111.80 b
1998 b 4,240.80 3,659.40 581.40 b b 8,481.60 7,318.80 1,162.80 b
1999 b 4,501.20 3,884.10 617.10 b b 9,002.40 7,768.20 1,234.20 b
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2.A OASDI: Coverage, Financing, and Insured Status

Table 2.A4—Maximum annual amount of contributions, 1937-2011 (in dollars)—Continued

Employee Self-employed person
Total, Total,
OASDI Subtotal, OASDI Subtotal,
Year and HI OASDI OASI DI HI and HI OASDI OASI DI HI
2000 b 4,724.40 4,038.60 685.80 b b 9,448.80 8,077.20 1,371.60 b
2001 b 4,984.80 4,261.20 723.60 b b 9,969.60 8,522.40 1,447.20 b
2002 b 5,236.80 4,499.70 764.10 b b 10,527.60 8,999.40 1,528.20 b
2003 b 5,394.00 4,611.00 783.00 b b 10,788.00 9,222.00 1,566.00 b
2004 b 5,449.80 4,658.70 791.10 b b 10,899.60 9,317.40 1,582.20 b
2005 b 5,580.00 4,770.00 810.00 b b 11,160.00 9,540.00 1,620.00 b
2006 b 5,840.40 4,992.60 847.80 b b 11,680.80 9,985.20 1,695.60 b
2007 b 6,045.00 5,167.50 877.50 b b 12,090.00 10,335.00 1,755.00 b
2008 b 6,324.00 5,406.00 918.00 b b 12,648.00 10,812.00 1,836.00 b
2009 b 6,621.60 5,660.40 961.20 b b 13,243.20 11,320.80 1,922.40 b
2010 b 6,621.60 5,660.40 961.20 b b 13,243.20 11,320.80 1,922.40 b
2011 ¢ b 6,621.60 5,660.40 961.20 b b 13,243.20 11,320.80 1,922.40 b

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov
/regulations/index.htm). Social Security Administration, "Cost-of-Living Increase and Other Determinations for 2011; Correction," Federal Register, vol. 75, no. 229
(November 30, 2010).

NOTES: DI = Disability Insurance; HI = Hospital Insurance; OASI = Old-Age and Survivors Insurance; OASDI = Old-Age, Survivors, and Disability Insurance;
... =not applicable.

Table shows the maximum contributions (taxes) received by the trust funds from an individual worker. Occasional temporary tax credits and rate reductions affect the
amounts paid by workers, and are summarized in footnotes as applicable.

a. In 1984, the 5.7 percent OASDI tax on taxable wages of employees was offset by a tax credit of 0.3 percent, resulting in an effective employee tax rate of 5.4 percent.
However, the OASDI trust funds received the full 5.7 percent because of a general revenue transfer equivalent to 0.3 percent of taxable wages. Similar credits of
2.7 percent, 2.3 percent, and 2.0 percent were allowed against the combined OASDI and HI taxes on net earnings from self-employment in 1984, 1985, and from
1986 to 1989, respectively.
Upper limit on earnings subject to HI taxes was repealed by the Omnibus Budget Reconciliation Act (OBRA) of 1993.

c. For 2011, the combined OASDI payroll tax rate is reduced by 2.0 percent for employees and for self-employed workers. Thus, the maximum OASDI contribution for
employees is $4,485.60 and for self-employed workers is $11,107.20. The authorizing legislation, Public Law 111-312, does not specify percentage reductions attrib-
utable to the separate OASI and DI trust funds. Amounts equal to the revenue forgone will be transferred from the general fund of the Treasury to the trust funds.
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2.A OASDI: Coverage, Financing, and Insured Status

Table 2.A5—Tax credits enacted in 1983

Percentage
Group Tax payable under— of earnings Tax credit, effective with respect to—
Employee Federal Insurance Contributions Act (FICA) 0.3 Remuneration paid in calendar year 1984
Self-employed Self-Employment Contributions Act (SECA) 2.7 Self-employment income for taxable years beginning in 1984
23 Self-employment income for taxable years beginning in 1985
2.0 Self-employment income for taxable years beginning in 1986, 1987, 1988,

and 1989

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov

/regulations/index.htm).

NOTES: During this period, scheduled taxes were credited to the Social Security (Old-Age, Survivors, and Disability Insurance, or OASDI) trust funds, monies for tax
credits were paid from the Treasury, and the reduced tax rates were paid by employees and the self-employed.

Tables 2.A3 and 2.A4 show the tax rate and tax amount paid by employers and received by the OASDI trust funds. In 1984, the 5.7 percent OASDI tax on taxable wages
of employees was offset by a tax credit of 0.3 percent, resulting in an effective employee tax rate of 5.4 percent. However, the OASDI trust funds received the full

5.7 percent because of a general revenue transfer equivalent to 0.3 percent of taxable wages. Similar credits of 2.7 percent, 2.3 percent, and 2.0 percent were allowed
against the combined OASDI and Hospital Insurance (HI) taxes on net earnings from self-employment in 1984, 1985, and from 1986 to 1989, respectively.
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2.A OASDI: Coverage, Financing, and Insured Status

Table 2.A6—Appropriations from general revenues and interfund borrowing provisions, by type of transaction
and year enacted

Year enacted

Provision

1935
1939
1944
1947
1950
1951
1956
1966
1972
1983

1993

1981

1983

Appropriations from general revenues

Annual appropriations to the old-age reserve account to provide payments; direct appropriation to pay for administrative expenses.
Trust fund created from which benefits and administrative expenses were to be paid.

General authorization to finance benefits and payments.

For cost of gratuitous military service wage credits.

General authorization repealed.

Railroad interchange provisions enacted.

For cost of gratuitous military service wage credits.

For cost of transitional uninsured monthly benefits for those aged 72 and older with fewer than 3 quarters of coverage.

For cost of gratuitous wage credits for Japanese-American internees.

A lump-sum payment to the Old-Age, Survivors, and Disability Insurance (OASDI) trust funds equal to (1) the present value of the estimated
additional benefits arising from the gratuitous military service wage credits for service before 1957 and (2) the amount of the combined employer-
employee OASDI taxes on the gratuitous wage credits for service after 1956 and before 1984 but less any amounts previously transferred. After
1983, the trust funds will be reimbursed on a current basis for employer-employee taxes on such wage credits for service after 1983.

A lump-sum payment to the OASDI trust funds representing the amount of uncashed benefit checks (including interest) issued in the past. In the
future, the trust funds will be credited on a regular basis. All transfers made for uncashed benefit checks will be subject to the annual
appropriation process.

Transfers in each year from the Treasury Department to the OASDI trust funds of amounts equal to income tax receipts attributable to inclusion of
Social Security benefits in taxable income.

For tax credits for part of the 1984 employment FICA tax and part of the tax on self-employment income under SECA for 1984-1989, see
Table 2.A5.

Transfers in each year from the Treasury Department to the Hospital Insurance (HI) trust fund of amounts equal to income tax receipts attributable
to the increased portions of Social Security benefits included in taxable income under the 1993 Act.

Interfund borrowing

Interfund borrowing permitted among Old-Age and Survivors Insurance (OASI), Disability Insurance (D), and Hospital Insurance (HI) trust funds
as needed until December 31, 1982. For all or part of any loan to be repaid, the managing trustee determines if assets of borrowing trust fund(s)
are sufficient for that purpose. Interest with respect to any outstanding loan balance at a rate equal to the rate earned by lending trust fund is
transferred from time to time.

Interfund borrowing reauthorized among OASI, DI, and HI trust funds for calendar years 1983—-1987, with provisions for scheduled repayment, no
later than December 31, 1989, of principal and interest (including amounts borrowed in 1982). No borrowing permitted from any fund that has
been reduced to specified levels.

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov

/regulations/index.htm).
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2.A OASDI: Coverage, Financing, and Insured Status

Table 2.A7—Insured status (benefit eligibility) provisions, by eligibility concept and year enacted

Year enacted | Provision
Quarter of coverage
1939 Calendar quarter in which $50 of wages is earned. Four quarters of coverage (QC) are credited for covered earnings equal to maximum limitation for
the year.
1946 Calendar quarter in which $50 of wages is paid.
1950 Calendar quarter credited with $100 of self-employment income (reported annually).
1954 Calendar quarter credited with $100 of agricultural wages (reported annually).
1977 Calendar quarters of coverage (up to 4) for each $250 of annual earnings, effective January 1, 1978 (effective on January 1 of each year, dollar amount
subject to automatic increase):
Year Amount (dollars)
1979 260
1980 290
1981 310
1982 340
1983 370
1984 390
1985 410
1986 440
1987 460
1988 470
1989 500
1990 520
1991 540
1992 570
1993 590
1994 620
1995 630
1996 640
1997 670
1998 700
1999 740
2000 780
2001 830
2002 870
2003 890
2004 900
2005 920
2006 970
2007 1,000
2008 1,050
2009 1,090
2010 1,120
2011 1,120
Disability definition
1954 Inability to engage in substantial gainful activity because of any medically determinable permanent physical or mental impairment.
1965 Disability lasting at least 12 months. For blind persons aged 55-64, inability to engage in usual occupation.
1967 Disability that precludes engagement in any substantial gainful work existing in the national economy. For surviving spouse, disability precludes any

gainful activity.

1990 More restrictive definition for surviving spouse eliminated.

Period of disability
1954 Continuous period of at least 6 months as defined above or of blindness.
1972 At least 5 months of disability.
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2.A OASDI: Coverage, Financing, and Insured Status

Table 2.A7—Insured status (benefit eligibility) provisions, by eligibility concept and year enacted—Continued

Year enacted

Provision

1935
1939

1950
1954

1956

1960
1961
1972
1983

2004

1939
1946
1950
1954
2004

1954
1956
1958
1960

1965

1967
1972
1983

1965

1966

Fully insured

Cumulative wages of $2,000 and employment in each of 5 years after 1936 and before attainment of age 65.

QC equal to one-half the quarters elapsed after 1936 (or quarter in which age 21 attained) and before quarter of death or attainment of age 65.
Minimum 6 QC, maximum 40 QC.

Elapsed period measured after 1950 (QC earned at any time are used).

Period of disability excluded from elapsed period. Alternatively, QC earned in all quarters after 1954 and before quarter in which age 65 attained
(minimum 6 QC).

Elapsed period measured to age 62 for women. Alternatively, QC earned in all except 4 quarters after 1954 and before quarter in which age 65 attained
(62 for women).

QC reduced to one-third the elapsed quarters.
QC equal to years elapsed after 1950 (or year age 21 attained) and before year of death or age 65 (62 for women).
Elapsed period for men reaching age 62 after 1972, measured to age 62 or to 1975, if later.

Any person aged 55 or older on January 1, 1984, and employed by a nonprofit organization to whose employees coverage is extended solely by
reason of the new compulsory coverage provision will be deemed fully insured upon subsequently acquiring 6 QC if aged 60 or older on January 1,
1984; 8 QC if aged 59; 12 QC if aged 58; 16 QC if aged 57; and 20 QC if aged 55 or 56.

Workers who are not citizens or nationals of the United States (referred to here as noncitizens) must meet additional requirements to be fully or
currently insured. Noncitizen workers whose Social Security number (SSN) was originally assigned on or after January 1, 2004, must have been issued
an SSN for work purposes at any time on or after January 1, 2004; or must have been admitted to the United States at any time as a nonimmigrant
visitor for business (B-1) or as an alien crewman (D-1 or D-2).

Currently insured

6 QC earned in 12 quarters before quarter of death.

6 QC earned in preceding 13 quarters, including quarter of death.
Including quarter of retirement added.

Including quarter of disablement added.

Workers who are not citizens or nationals of the United States (referred to here as noncitizens) must meet additional requirements to be fully or
currently insured. Noncitizen workers whose Social Security number (SSN) was originally assigned on or after January 1, 2004, must have been issued
an SSN for work purposes at any time on or after January 1, 2004; or must have been admitted to the United States at any time as a nonimmigrant
visitor for business (B-1) or as an alien crewman (D-1 or D-2).

Disability insured
20 QC earned in last 40 quarters, including quarter of disablement, and currently insured.
Fully insured requirement added.
Currently insured requirement eliminated.

Alternatively, 20 QC earned before quarter of disablement (not necessarily in last 40 quarters) but QC earned in all quarters after 1950, with minimum
of 6 QC.

Alternatively, for blind under age 31, QC earned in one-half the quarters elapsed after age 21, with minimum of 6 QC. For blind under age 24, 6 QC
earned in preceding 12 quarters.

For all disabled under age 31, same alternative.
For blind, requirement for recent QC eliminated.

For those who become disabled again at age 31 or older and who were previously disabled before age 31, same alternative as that for those under
age 31.

Transitionally insured

Same as fully insured, but minimum reduced to 3 QC.

Requirement for special age-72 monthly benefit

3 QC for each year elapsed after 1966 and before attainment of age 72. (No QC if aged 72 before 1968.)

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov
/regulations/index.htm). Social Security Administration, "Cost-of-Living Increase and Other Determinations for 2011; Correction," Federal Register, vol. 75, no. 229
(November 30, 2010).
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2.A OASDI: Benefit Computation and Automatic Adjustments

Table 2.A8—Factors for indexing earnings, 1951-2011

Annual Factors for workers who were first eligible (attained age 62, became disabled, or died) in b_

maximum Average

taxable annual

earnings wage @
Year (dollars) (dollars) 1996 1997 1998 1999 2000 2001 2002 2003
1951 3,600 2,799.16 8.4859494 8.8260978 9.2577416 9.7979394  10.3107504 10.8853513  11.4873105 11.7613570
1952 3,600 2,973.32 7.9888912 8.3091157 8.7154763 9.2240324 9.7068059 10.2477500  10.8144498  11.0724443
1953 3,600 3,139.44 7.5661679 7.8694481 8.2543065 8.7359529 9.1931809 9.7055016  10.2422152  10.4865581
1954 3,600 3,155.64 7.5273257 7.8290489 8.2119317 8.6911054 9.1459862 9.6556768 10.1896351  10.4327236
1955 4,200 3,301.44 7.1948998 7.4832982 7.8492718 8.3072841 8.7420762 9.2292575 9.7396348 9.9719880
1956 4,200 3,532.36 6.7245496 6.9940946 7.3361435 7.7642143 8.1705828 8.6259158 9.1029284 9.3200919
1957 4,200 3,641.72 6.5226129 6.7840636 7.1158409 7.5310568 7.9252221 8.3668816 8.8295695 9.0402118
1958 4,200 3,673.80 6.4656568 6.7248244 7.0537046 7.4652948 7.8560183 8.2938211 8.7524688 8.9612717
1959 4,800 3,855.80 6.1604673 6.4074018 6.7207583 7.1129208 7.4852015 7.9023393 8.3393381 8.5382852
1960 4,800 4,007.12 5.9278310 6.1654405 6.4669638 6.8443171 7.2025395 7.6039250 8.0244215 8.2158558
1961 4,800 4,086.76 5.8123134 6.0452926 6.3409400 6.7109397 7.0621813 7.4557449 7.8680471 8.0557508
1962 4,800 4,291.40 5.5351470 5.7570164 6.0385655 6.3909214 6.7254136 7.1002097 7.4928508 7.6716037
1963 4,800 4,396.64 5.4026552 5.6192138 5.8940236 6.2379453 6.5644310 6.9302558 7.3134985 7.4879726
1964 4,800 4,576.32 5.1905308 5.3985866 5.6626066 5.9930250 6.3066918 6.6581533 7.0263487 7.1939724
1965 4,800 4,658.72 5.0987245 5.3031004 5.5624506 5.8870248 6.1951437 6.5403888 6.9020718 7.0667308
1966 6,600 4,938.36 4.8100037 5.0028066 5.2474708 5.5536656 5.8443370 6.1700322 6.5112345 6.6665695
1967 6,600 5,213.44 4.5562105 4.7388404 4.9705952 5.2606341 5.5359686 5.8444789 6.1676782 6.3148171
1968 7,800 5,571.76 4.2632005 4.4340855 4.6509361 4.9223226 5.1799503 5.4686203 5.7710346 5.9087111
1969 7,800 5,893.76 4.0302846 4.1918334 4.3968367 4.6533961 4.8969486 5.1698474 5.4557396 5.5858942
1970 7,800 6,186.24 3.8397363 3.9936472 4.1889581 4.4333876 4.6654252 4.9254216 5.1977970 5.3217981
1971 7,800 6,497.08 3.6560316 3.8025790 3.9885456 4.2212809 4.4422171 4.6897745 4.9491187 5.0671871
1972 9,000 7,133.80 3.3297163 3.4631837 3.6325521 3.8445148 4.0457316 4.2711935 4.5073902 4.6149205
1973 10,800 7,580.16 3.1336449 3.2592531 3.4186482 3.6181294 3.8074975 4.0196830 4.2419711 4.3431695
1974 13,200 8,030.76 2.9578184 3.0763788 3.2268303 3.4151189 3.5938616 3.7941415 4.0039573 4.0994775
1975 14,100 8,630.92 2.7521435 2.8624596 3.0024493 3.1776450 3.3439587 3.5303119 3.7255379 3.8144161
1976 15,300 9,226.48 2.5744954 2.6776907 2.8086443 2.9725312 3.1281095 3.3024339 3.4850582 3.5681994
1977 16,500 9,779.44 2.4289254 2.5262858 2.6498348 2.8044551 2.9512365 3.1157040 3.2880022 3.3664423
1978 17,700 10,556.03 2.2502333 2.3404310 2.4548907 2.5981359 2.7341188 2.8864867 3.0461092 3.1187786
1979 22,900 11,479.46 2.0692202 2.1521622 2.2574145 2.3891368 2.5141810 2.6542921 2.8010743 2.8678980
1980 25,900 12,513.46 1.8982384 1.9743268 2.0708821 2.1917200 2.3064316 2.4349652 2.5696186 2.6309206
1981 29,700 13,773.10 1.7246321 1.7937618 1.8814864 1.9912728 2.0954934 2.2122717 2.3346102 2.3903057
1982 32,400 14,531.34 1.6346414 1.7001639 1.7833111 1.8873690 1.9861513 2.0968362 2.2127911 2.2655805
1983 35,700 15,239.24 1.5587083 1.6211871 1.7004719 1.7996960 1.8938897 1.9994330 2.1100015 2.1603387
1984 37,800 16,135.07 1.4721678 1.5311777 1.6060606 1.6997757 1.7887397 1.8884232 1.9928528 2.0403952
1985 39,600 16,822.51 1.4120087 1.4686072 1.5404301 1.6303156 1.7156441 1.8112541 1.9114163 1.9570159
1986 42,000 17,321.82 1.3713068 1.4262739 1.4960264 1.5833209 1.6661898 1.7590438 1.8563188 1.9006040
1987 43,800 18,426.51 1.2890954 1.3407672 1.4063379 1.4883991 1.5662999 1.6535871 1.7450304 1.7866606
1988 45,000 19,334.04 1.2285860 1.2778323 1.3403251 1.4185344 1.4927785 1.5759686 1.6631196 1.7027957
1989 48,000 20,099.55 1.1817941 1.2291648 1.2892776 1.3645082 1.4359247 1.5159464 1.5997781 1.6379431
1990 51,300 21,027.98 1.1296154 1.1748946 1.2323533 1.3042622 1.3725256 1.4490141 1.5291445 1.5656245
1991 53,400 21,811.60 1.0890320 1.1326844 1.1880788 1.2574043 1.3232152 1.3969557 1.4742073 1.5093767
1992 55,500 22,935.42 1.0356702 1.0771837 1.1298638 1.1957924 1.2583785 1.3285059 1.4019721 1.4354182
1993 57,600 23,132.67 1.0268391 1.0679986 1.1202295 1.1855960 1.2476485 1.3171778 1.3900177 1.4231786
1994 60,600 23,753.53 1.0000000 1.0400837 1.0909494 1.1546073 1.2150379 1.2827500 1.3536860 1.3859801
1995 61,200 24,705.66 1.0000000 1.0000000 1.0489054 1.1101100 1.1682117 1.2333141 1.3015163 1.3325659
1996 62,700 25,913.90 1.0000000 1.0000000 1.0000000 1.0583509 1.1137436 1.1758107 1.2408329 1.2704348
1997 65,400 27,426.00 1.0000000 1.0000000 1.0000000 1.0000000 1.0523387 1.1109837 1.1724211 1.2003909
1998 68,400 28,861.44 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0557283 1.1141100 1.1406888
1999 72,600 30,469.84 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0552999 1.0804756

(Continued)
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2.A OASDI: Benefit Computation and Automatic Adjustments

Table 2.A8—Factors for indexing earnings, 1951-2011—Continued

Annual Factors for workers who were first eligible (attained age 62, became disabled, or died) in b_

maximum Average

taxable annual

earnings wage 2
Year (dollars) (dollars) 1996 1997 1998 1999 2000 2001 2002 2003
2000 76,200 32,154.82 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0238565
2001 80,400 32,921.92 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000
2002 84,900 33,252.09 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000
2003 87,000 34,064.95 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000
2004 87,900 35,648.55 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000
2005 90,000 36,952.94 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000
2006 94,200 38,651.41 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000
2007 97,500 40,405.48 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000
2008 102,000 41,334.97 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000
2009 106,800 40,711.61 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000
2010 106,800 - 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000
2011 106,800 - 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000
(Continued)
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2.A OASDI: Benefit Computation and Automatic Adjustments

Table 2.A8—Factors for indexing earnings, 1951-2011—Continued

Annual Factors for workers who were first eligible (attained age 62, became disabled, or died) in b_

maximum Average

taxable annual

earnings wage @
Year (dollars) (dollars) 2004 2005 2006 2007 2008 2009 2010 2011
1951 3,600 2,799.16  11.8793102 12.1697045 12.7354456 13.2014390 13.8082175 14.4348590 14.7669194  14.5442240
1952 3,600 2,973.32 11.1834885 11.4568731 11.9894764 12.4281746 12.9994114 13.5893479 13.9019581  13.6923069
1953 3,600 3,139.44 10.5917265 10.8506453 11.3550665 11.7705514  12.3115619 12.8702826 13.1663513 12.9677936
1954 3,600 3,155.64 10.5373522 10.7949418 11.2967734 11.7101254 12.2483585 12.8042109 13.0987597 12.9012213
1955 4,200 3,301.44 10.0719959 10.3182096 10.7978791  11.1929764  11.7074398 12.2387443 12.5202851 12.3314705
1956 4,200 3,532.36 9.4135620 9.6436801 10.0919923 10.4612610 10.9420925 11.4386642 11.7017999  11.5253287
1957 4,200 3,641.72 9.1308750 9.3540827 9.7889322  10.1471118  10.6135041  11.0951638  11.3503976  11.1792258
1958 4,200 3,673.80 9.0511432 9.2724019 9.7034542  10.0585062 10.5208258  10.9982797 11.2512848  11.0816076
1959 4,800 3,855.80 8.6239146 8.8347295 9.2454354 9.5837284  10.0242258 10.4791431 10.7202059 10.5585378
1960 4,800 4,007.12 8.2982516 8.5011055 8.8963021 9.2218202 9.6456832 10.0834215 10.3153811  10.1598180
1961 4,800 4,086.76 8.1365409 8.3354418 8.7229370 9.0421116 9.4577147 9.8869226  10.1143620 9.9618304
1962 4,800 4,291.40 7.7485413 7.9379573 8.3069744 8.6109288 9.0067134 9.4154542 9.6320478 9.4867899
1963 4,800 4,396.64 7.5630686 7.7479507 8.1081348 8.4048137 8.7911246 9.1900815 9.4014907 9.2597097
1964 4,800 4,576.32 7.2661199 7.4437430 7.7897852 8.0748156 8.4459588 8.8292515 9.0323601 8.8961458
1965 4,800 4,658.72 7.1376022 7.3120836 7.6520053 7.9319942 8.2965729 8.6730862 8.8726023 8.7387974
1966 6,600 4,938.36 6.7334277 6.8980289 7.2187022 7.4828364 7.8267704 8.1819632 8.3701816 8.2439535
1967 6,600 5,213.44 6.3781476 6.5340639 6.8378173 7.0880148 7.4138016 7.7502532 7.9285405 7.8089726
1968 7,800 5,571.76 5.9679688 6.1138581 6.3980771 6.6321844 6.9370199 7.2518342 7.4186559 7.3067774
1969 7,800 5,893.76 5.6419145 5.7798332 6.0485242 6.2698413 6.5580224 6.8556371 7.0133446 6.9075785
1970 7,800 6,186.24 5.3751697 5.5065678 5.7625553 5.9734087 6.2479648 6.5315086 6.6817598 6.5809943
1971 7,800 6,497.08 5.1180053 5.2431169 5.4868572 5.6876227 5.9490433 6.2190215 6.3620842 6.2661396
1972 9,000 7,133.80 4.6612030 4.7751479 4.9971334 5.1799798 5.4180675 5.6639491 5.7942429 5.7068617
1973 10,800 7,580.16 4.3867267 4.4939619 4.7028757 4.8749551 5.0990230 5.3304257 5.4530472 5.3708114
1974 13,200 8,030.76 4.1405907 4.2418090 4.4390008 4.6014250 4.8129206 5.0313395 5.1470807 5.0694592
1975 14,100 8,630.92 3.8526704 3.9468504 4.1303303 4.2814601 4.4782491 4.6814801 4.7891731 4.7169491
1976 15,300 9,226.48 3.6039844 3.6920852 3.8637216 4.0050962 4.1891827 4.3792952 4.4800368 4.4124747
1977 16,500 9,779.44 3.4002039 3.4833232 3.6452547 3.7786356 3.9523132 4.1316763 4.2267216 4.1629797
1978 17,700 10,556.03 3.1500564 3.2270607 3.3770793 3.5006475 3.6615479 3.8277155 3.9157685 3.8567160
1979 22,900 11,479.46 2.8966598 2.9674697 3.1054205 3.2190486 3.3670059 3.5198067 3.6007765 3.5464743
1980 25,900 12,513.46 2.6573058 2.7222647 2.8488164 2.9530554 3.0887868 3.2289615 3.3032407 3.2534255
1981 29,700 13,773.10 2.4142778 2.4732958 2.5882735 2.6829791 2.8062971 2.9336518 3.0011377 2.9558785
1982 32,400 14,531.34 2.2883017 2.3442401 2.4532184 2.5429823 2.6598655 2.7805750 2.8445395 2.8016418
1983 35,700 15,239.24 2.1820045 2.2353444 2.3392604 2.4248545 2.5363082 2.6514104 2.7124036 2.6714987
1984 37,800 16,135.07 2.0608581 2.1112366 2.2093830 2.2902250 2.3954907 2.5042023 2.5618092 2.5231753
1985 39,600 16,822.51 1.9766426 2.0249624 2.1190982 2.1966365 2.2976007 2.4018699 2.4571226 2.4200675
1986 42,000 17,321.82 1.9196649 1.9665918 2.0580141 2.1333174 2.2313712 2.3326348 2.3862949 2.3503079
1987 43,800 18,426.51 1.8045788 1.8486925 1.9346339 2.0054226 2.0975980 2.1927907 2.2432338 2.2094043
1988 45,000 19,334.04 1.7198728 1.7619158 1.8438231 1.9112891 1.9991378 2.0898622 2.1379375 2.1056960
1989 48,000 20,099.55 1.6543699 1.6948116 1.7735994 1.8384959 1.9229988 2.0102679 2.0565122 2.0254986
1990 51,300 21,027.98 1.5813259 1.6199820 1.6952912 1.7573224 1.8380943 1.9215103 1.9657128 1.9360685
1991 53,400 21,811.60 1.5245140 1.5617813 1.6343849 1.6941875 1.7720575 1.8524767 1.8950911 1.8665119
1992 55,500 22,935.42 1.4498139 1.4852551 1.5543012 1.6111735 1.6852279 1.7617066 1.8022330 1.7750540
1993 57,600 23,132.67 1.4374514 1.4725905 1.5410478 1.5974351 1.6708581 1.7466847 1.7868655 1.7599183
1994 60,600 23,753.53 1.3998799 1.4341005 1.5007685 1.5556820 1.6271859 1.7010305 1.7401611 1.7139183
1995 61,200 24,705.66 1.3459300 1.3788318 1.4429305 1.4957277 1.5644759 1.6354746 1.6730972 1.6478657
1996 62,700 25,913.90 1.2831758 1.3145435 1.3756536 1.4259891 1.4915320 1.5592203 1.5950887 1.5710337
1997 65,400 27,426.00 1.2124294 1.2420677 1.2998086 1.3473689 1.4092981 1.4732546 1.5071454 1.4844166
1998 68,400 28,861.44 1.1521286 1.1802928 1.2351619 1.2803568 1.3392059 1.3999814 1.4321867 1.4105883
1999 72,600 30,469.84 1.0913116 1.1179891 1.1699618 1.2127711 1.2685137 1.3260811 1.3565864 1.3361281

(Continued)
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2.A OASDI: Benefit Computation and Automatic Adjustments

Table 2.A8—Factors for indexing earnings, 1951-2011—Continued

Annual Factors for workers who were first eligible (attained age 62, became disabled, or died) in b_

maximum Average

taxable annual

earnings wage @
Year (dollars) (dollars) 2004 2005 2006 2007 2008 2009 2010 2011
2000 76,200 32,154.82 1.0341246 1.0594042 1.1086534 1.1492193 1.2020409 1.2565917 1.2854984 1.2661122
2001 80,400 32,921.92 1.0100289 1.0347194 1.0828211 1.1224418 1.1740327 1.2273124 1.2555455 1.2366110
2002 84,900 33,252.09 1.0000000 1.0244454 1.0720695 1.1112968 1.1623754 1.2151260 1.2430789 1.2243324
2003 87,000 34,064.95 1.0000000 1.0000000 1.0464877 1.0847789 1.1346387 1.1861306 1.2134164 1.1951173
2004 87,900 35,648.55 1.0000000 1.0000000 1.0000000 1.0365903 1.0842351 1.1334396 1.1595134 1.1420271
2005 90,000 36,952.94 1.0000000 1.0000000 1.0000000 1.0000000 1.0459631 1.0934307 1.1185841 1.1017150
2006 94,200 38,651.41 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0453818 1.0694298 1.0533021
2007 97,500 40,405.48 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0230041 1.0075764
2008 102,000 41,334.97 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 0.9849193
2009 106,800 40,711.61 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000
2010 106,800 - 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000
2011 106,800 - 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000 1.0000000

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov/
regulations/index.htm). Social Security Administration, "Cost-of-Living Increase and Other Determinations for 2011; Correction," Federal Register, vol. 75, no. 229
(November 30, 2010).

NOTE: -- = not available.

a. National average wage levels. For years before 1978, average wages were determined from wages earned during the first quarter of the year and reported to the
Social Security Administration (SSA) for Social Security tax purposes. These wages were then multiplied by 4 to obtain the average wage for the year. For 1973—
1977, from data collected on all taxable wages reported to SSA; for 1957—1972, based on 1 percent statistical sample; for 1951-1956, based on 1/10 of 1 percent sta-
tistical sample. For 1978-1984, from wage data collected by the Internal Revenue Service during processing of annual tax returns. For years after 1984, from W-2

data processed by SSA. For years after 1977, the average wage amounts have been adjusted to be consistent with the pre-1978 series.

b. The indexing factor for a given year represents the ratio of the average annual wage for the second year before the year of first eligibility to the average annual wage
for the year to be indexed. Multiplying a worker’s covered earnings, up to the maximum taxable amounts for various years after 1951, by the indicated factors gives
the indexed earnings. Earnings in the year before the year of first eligibility, and any earnings thereafter, are not indexed. The actual taxable earnings for those years

are considered in calculating the average indexed monthly earnings (AIME).

CONTACT: (410) 965-0090 or statistics@ssa.gov.
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2.A OASDI: Benefit Computation and Automatic Adjustments

Table 2.A9—Indexed earnings for workers with maximum earnings, 1951-2011 (in dollars)

Annual Annual maximum indexed earnings for workers who were first eligible
maximum Average (attained age 62, became disabled, or died) in b_
taxable annual
Year earnings wage 2 2004 2005 2006 2007 2008 2009 2010 2011
1951 3,600 2,799.16 42,765.52 43,810.94 45,847.60 47,525.18 49,709.58 51,965.49 53,160.91 52,359.21
1952 3,600 2,973.32 40,260.56 41,244.74 43,162.12 44,741.43 46,797.88 48,921.65 50,047.05 49,292.30
1953 3,600 3,139.44 38,130.22 39,062.32 40,878.24 42,373.99 44,321.62 46,333.02 47,398.86 46,684.06
1954 3,600 3,155.64 37,934.47 38,861.79 40,668.38 42,156.45 44,094.09 46,095.16 47,155.53 46,444.40
1955 4,200 3,301.44 42,302.38 43,336.48 45,351.09 47,010.50 49,171.25 51,402.73 52,585.20 51,792.18
1956 4,200 3,532.36 39,536.96 40,503.46 42,386.37 43,937.30 45,956.79 48,042.39 49,147.56 48,406.38
1957 4,200 3,641.72 38,349.67 39,287.15 41,113.52 42,617.87 44,576.72 46,599.69 47,671.67 46,952.75
1958 4,200 3,673.80 38,014.80 38,944.09 40,754.51 42,245.73 44,187.47 46,192.77 47,255.40 46,542.75
1959 4,800 3,855.80 41,394.79 42,406.70 44,378.09 46,001.90 48,116.28 50,299.89 51,456.99 50,680.98
1960 4,800 4,007.12 39,831.61 40,805.31 42,702.25 44,264.74 46,299.28 48,400.42 49,513.83 48,767.13
1961 4,800 4,086.76 39,055.40 40,010.12 41,870.10 43,402.14 45,397.03 47,457.23 48,548.94 47,816.79
1962 4,800 4,291.40 37,193.00 38,102.20 39,873.48 41,332.46 43,232.22 45,194.18 46,233.83 45,536.59
1963 4,800 4,396.64 36,302.73 37,190.16 38,919.05 40,343.11 42,197.40 44,112.39 45,127.16 44,446.61
1964 4,800 4,576.32 34,877.38 35,729.97 37,390.97 38,759.11 40,540.60 42,380.41 43,355.33 42,701.50
1965 4,800 4,658.72 34,260.49 35,098.00 36,729.63 38,073.57 39,823.55 41,630.81 42,588.49 41,946.23
1966 6,600 4,938.36 44,440.62 45,526.99 47,643.43 49,386.72 51,656.68 54,000.96 55,243.20 54,410.09
1967 6,600 5,213.44 42,095.77 43,124.82 45,129.59 46,780.90 48,931.09 51,151.67 52,328.37 51,539.22
1968 7,800 5,571.76 46,550.16 47,688.09 49,905.00 51,731.04 54,108.76 56,564.31 57,865.52 56,992.86
1969 7,800 5,893.76 44,006.93 45,082.70 47,178.49 48,904.76 51,152.57 53,473.97 54,704.09 53,879.11
1970 7,800 6,186.24 41,926.32 42,951.23 44,947.93 46,592.59 48,734.13 50,945.77 52,117.73 51,331.76
1971 7,800 6,497.08 39,920.44 40,896.31 42,797.49 44,363.46 46,402.54 48,508.37 49,624.26 48,875.89
1972 9,000 7,133.80 41,950.83 42,976.33 44,974.20 46,619.82 48,762.61 50,975.54 52,148.19 51,361.76
1973 10,800 7,580.16 47,376.65 48,534.79 50,791.06 52,649.52 55,069.45 57,568.60 58,892.91 58,004.76
1974 13,200 8,030.76 54,655.80 55,991.88 58,594.81 60,738.81 63,530.55 66,413.68 67,941.47 66,916.86
1975 14,100 8,630.92 54,322.65 55,650.59 58,237.66 60,368.59 63,143.31 66,008.87 67,527.34 66,508.98
1976 15,300 9,226.48 55,140.96 56,488.90 59,114.94 61,277.97 64,094.49 67,003.22 68,544.56 67,510.86
1977 16,500 9,779.44 56,103.36 57,474.83 60,146.70 62,347.49 65,213.17 68,172.66 69,740.91 68,689.17
1978 17,700 10,556.03 55,756.00 57,118.98 59,774.30 61,961.46 64,809.40 67,750.56 69,309.10 68,263.87
1979 22,900 11,479.46 66,333.51 67,955.06 71,114.13 73,716.21 77,104.44 80,603.57 82,457.78 81,214.26
1980 25,900 12,513.46 68,824.22 70,506.65 73,784.34 76,484.13 79,999.58 83,630.10 85,553.93 84,263.72
1981 29,700 13,773.10 71,704.05 73,456.88 76,871.72 79,684.48 83,347.02 87,129.46 89,133.79 87,789.59
1982 32,400 14,531.34 74,140.98 75,953.38 79,484.27 82,392.63 86,179.64 90,090.63 92,163.08 90,773.19
1983 35,700 15,239.24 77,897.56 79,801.80 83,511.59 86,567.31 90,546.20 94,655.35 96,832.81 95,372.50
1984 37,800 16,135.07 77,900.44 79,804.74 83,514.68 86,570.50 90,549.55 94,658.85 96,836.39 95,376.03
1985 39,600 16,822.51 78,275.05 80,188.51 83,916.29 86,986.81 90,984.99 95,114.05 97,302.05 95,834.67
1986 42,000 17,321.82 80,625.93 82,596.86 86,436.59 89,599.33 93,717.59 97,970.66  100,224.39 98,712.93
1987 43,800 18,426.51 79,040.55 80,972.73 84,736.96 87,837.51 91,874.79 96,044.23 98,253.64 96,771.91
1988 45,000 19,334.04 77,394.28 79,286.21 82,972.04 86,008.01 89,961.20 94,043.80 96,207.19 94,756.32
1989 48,000 20,099.55 79,409.75 81,350.96 85,132.77 88,247.80 92,303.94 96,492.86 98,712.59 97,223.93
1990 51,300 21,027.98 81,122.02 83,105.08 86,968.44 90,150.64 94,294.24 98,573.48  100,841.07 99,320.31
1991 53,400 21,811.60 81,409.05 83,399.12 87,276.15 90,469.61 94,627.87 98,922.26  101,197.86 99,671.74
1992 55,500 22,935.42 80,464.67 82,431.66 86,263.71 89,420.13 93,530.15 97,774.72  100,023.93 98,515.50
1993 57,600 23,132.67 82,797.20 84,821.21 88,764.35 92,012.26 96,241.43  100,609.04  102,923.45 101,371.29
1994 60,600 23,753.53 84,832.72 86,906.49 90,946.57 94,274.33 98,607.47  103,082.45 105,453.76  103,863.45
1995 61,200 24,705.66 82,370.92 84,384.51 88,307.35 91,538.54 95,745.93  100,091.05  102,393.55  100,849.38
1996 62,700 25,913.90 80,455.12 82,421.88 86,253.48 89,409.52 93,519.05 97,763.11 100,012.06 98,503.81
1997 65,400 27,426.00 79,292.89 81,231.23 85,007.48 88,117.93 92,168.10 96,350.85 98,567.31 97,080.85
1998 68,400 28,861.44 78,805.60 80,732.03 84,485.07 87,576.40 91,601.68 95,758.73 97,961.57 96,484.24
1999 72,600 30,469.84 79,229.22 81,166.01 84,939.23 88,047.18 92,094.10 96,273.49 98,488.17 97,002.90

(Continued)
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Table 2.A9—Indexed earnings for workers with maximum earnings, 1951-2011 (in dollars)—Continued

Annual Annual maximum indexed earnings for workers who were first eligible
maximum Average (attained age 62, became disabled, or died) in b_

taxable annual
Year earnings wage 2 2004 2005 2006 2007 2008 2009 2010 2011
2000 76,200 32,154.82 78,800.29 80,726.60 84,479.39 87,570.51 91,595.52 95,752.29 97,954.98 96,477.75
2001 80,400 32,921.92 81,206.32 83,191.44 87,058.82 90,244.32 94,392.23 98,675.92  100,945.86 99,423.52
2002 84,900 33,252.09 84,900.00 86,975.41 91,018.70 94,349.10 98,685.67  103,164.20 105,537.40  103,945.82
2003 87,000 34,064.95 87,000.00 87,000.00 91,044.43 94,375.77 98,713.57  103,193.36  105,567.23  103,975.21
2004 87,900 35,648.55 87,900.00 87,900.00 87,900.00 91,116.28 95,304.27 99,629.34  101,921.23  100,384.18
2005 90,000 36,952.94 90,000.00 90,000.00 90,000.00 90,000.00 94,136.67 98,408.76  100,672.57 99,154.35
2006 94,200 38,651.41 94,200.00 94,200.00 94,200.00 94,200.00 94,200.00 98,474.97  100,740.29 99,221.06
2007 97,500 40,405.48 97,500.00 97,500.00 97,500.00 97,500.00 97,500.00 97,500.00 99,742.90 98,238.70
2008 102,000 41,334.97  102,000.00 102,000.00  102,000.00  102,000.00  102,000.00  102,000.00  102,000.00  100,461.77
2009 106,800 40,711.61 106,800.00  106,800.00  106,800.00  106,800.00  106,800.00  106,800.00  106,800.00  106,800.00
2010 106,800 -~ 106,800.00 106,800.00 106,800.00  106,800.00  106,800.00  106,800.00  106,800.00  106,800.00
2011 106,800 -~ 106,800.00 106,800.00  106,800.00  106,800.00  106,800.00  106,800.00  106,800.00  106,800.00

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov/
regulations/index.htm). Social Security Administration, "Cost-of-Living Increase and Other Determinations for 2011; Correction," Federal Register, vol. 75, no. 229
(November 30, 2010).

NOTE: -- = not available.

a. National average wage levels. For years before 1978, average wages were determined from wages earned during the first quarter of the year and reported to the
Social Security Administration (SSA) for Social Security tax purposes. These wages were then multiplied by 4 to obtain the average wage for the year. For 1973—
1977, from data collected on all taxable wages reported to SSA; for 1957-1972, based on 1 percent statistical sample; for 1951-1956, based on 1/10 of 1 percent sta-
tistical sample. For 1978-1984, from wage data collected by the Internal Revenue Service during processing of annual tax returns. For years after 1984, from W-2
data processed by SSA. For years after 1977, the average wage amounts have been adjusted to be consistent with the pre-1978 series.

b. A worker’s earnings for each year after 1950 and through the second year before the year of first eligibility are indexed by multiplying covered earnings, up to the
maximum taxable amounts, by specified indexing factors (see Table 2.A8). The indexing factor for a given year represents the ratio of the average annual wage for
the second year before the year of first eligibility to the average annual wage for the year to be indexed. For example, if the year of first eligibility is 2011, the indexing
factor for 1982 is $40,711.61/14,531.34 or 2.8016418. Multiplication of maximum taxable earnings of $32,400 for 1982 by this factor gives maximum indexed earnings
of $90,773.19 for 1982.

CONTACT: (410) 965-0090 or statistics@ssa.gov.
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Table 2.A10—Average monthly wage and average indexed monthly earnings provisions, by year enacted

Year enacted

Provision

1939

1950

1954

1956
1960

1972
1977

1977

1980

1983

Average monthly wage (AMW)

Computed using creditable earnings after 1936 and before year of death or retirement, divided by months after 1936 and before quarter of death
or retirement, excluding months before age 22 in quarters not covered.

Alternatively, computed using creditable earnings after 1950 (or year aged 21, if later) and before year of death, year of retirement, or subsequent
year (or year age 65 attained if then insured), divided by number of months in those years.

Earnings and months in 4 years may be excluded in all cases; 5 years if worker has 20 quarters of coverage. Period of disability may be
excluded.

Earnings and months in 5 years may be excluded in all cases. Computation period may end at age 62 for women then insured.

Earnings may be used for any year after 1950 and before year of retirement but including year of death, with the number of years equal to the
years elapsed after 1955 (or year age 26 attained) and before year of death or age 65 attained (62 for women).

Same method may be used for earnings after 1936 and years elapsed after 1941.
Number of years for men reaching age 62 after 1972, measured to age 62 or to 1975, if later.

For workers who attain age 62, become disabled, or die after 1978, excludes earnings in year of attainment of age 62 and later, computed using
creditable earnings after 1936.

For workers who attain age 62 after 1978 and before 1984, excludes earnings in year of attainment of age 62 and later, computed using
creditable earnings after 1950.

Average indexed monthly earnings (AIME)

For workers who attain age 62, become disabled, or die after 1978, AIME is computed by using indexed earnings after 1950 for the same
computation period applicable in calculating the AMW. Indexed earnings for a given year equal actual creditable earnings multiplied by the
national average wage for the second year before worker attains age 62, becomes disabled, or dies, divided by the national average wage for the
given year, except that for years after the second year before the worker attains age 62, becomes disabled, or dies, indexed earnings equal
actual creditable earnings.

For disabled workers, the number of years of earnings used equals the number of years elapsed after 1950 (or year age 21 attained, if later) and
before year of disability, minus dropout years equal to one-fifth of the number of elapsed years rounded to the next lower integer (to a maximum
of 5 dropout years). However, the number of years of earnings used is at least 2. Effective for initial entitlement after June 1980.

Disabled workers with computations using fewer than 3 dropout years under the one-fifth rule may be credited with additional dropout years
based on child care, up to a total of 3 dropout years. (To receive this credit, a worker must have had no earnings in that year and have been living
with his or her child or spouse’s child under age 3.) However, the number of years of earnings used is at least 2. Effective July 1981.

For workers who die after 1978 but before attaining age 62, indexed earnings for a given year equal actual creditable earnings, multiplied by the
national average wage for the earlier of (1) the year in which the worker reached or would have reached age 60 or (2) the second year before the
survivor becomes eligible for aged or disabled widow(er) benefits, and then divided by the national average wage for the given year. This
computation method applies only if it results in a higher benefit. Effective for surviving spouses first eligible after 1984.

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov/

regulations/index.htm).

CONTACT: (410) 965-0090 or statistics@ssa.gov.

2.18 ¢ Annual Statistical Supplement, 2011
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Table 2.A11—Formulas for computing PIA from AIME, cost-of-living adjustments, and minimum PIA for
workers who were first eligible in 1979 or later, by year of first eligibility

Calculation of PIA (based on percentage of AIME) @ (dollars) First applicable cost-of-living adjustment Minimum PIA
90 percent Plus 32 percent Plus 15 percent Effective Percentage based on indexed
Eligibility year of the first of the next of the amount above date increase earnings (dollars)

Enacted in 1977 °

1979 180 905 1,085 June 1979 9.9 €122

1980 194 977 1,171 June 1980 14.3 ©122
Enacted in 1981

1981 211 1,063 1,274 June 1981 1.2 €122

1982 230 1,158 1,388 June 1982 7.4 d
Enacted in 1983

1983 254 1,274 1,528 December 1983 35 d
1984 267 1,345 1,612 December 1984 3.5 d
1985 280 1,411 1,691 December 1985 3.1 d
1986 297 1,493 1,790 December 1986 1.3 d
1987 310 1,556 1,866 December 1987 4.2 d
1988 319 1,603 1,922 December 1988 4.0 d
1989 339 1,705 2,044 December 1989 4.7 d
1990 356 1,789 2,145 December 1990 54 d
1991 370 1,860 2,230 December 1991 3.7 d
1992 387 1,946 2,333 December 1992 3.0 d
1993 401 2,019 2,420 December 1993 2.6 d
1994 422 2,123 2,545 December 1994 2.8 d
1995 426 2,141 2,567 December 1995 2.6 d
1996 437 2,198 2,635 December 1996 2.9 d
1997 455 2,286 2,741 December 1997 2.1 d
1998 477 2,398 2,875 December 1998 1.3 d
1999 505 2,538 3,043 December 1999 €25 d
2000 531 2,671 3,202 December 2000 3.5 d
_____________________________________________________________ (Continued)
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Table 2.A11—Formulas for computing PIA from AIME, cost-of-living adjustments, and minimum PIA for
workers who were first eligible in 1979 or later, by year of first eligibility—Continued

Calculation of PIA (based on percentage of AIME) @ (dollars) First applicable cost-of-living adjustment Minimum PIA
90 percent Plus 32 percent Plus 15 percent Effective Percentage based on indexed
Eligibility year of the first of the next of the amount above date increase earnings (dollars)

Enacted in 1983 (cont.)

2001 561 2,820 3,381 December 2001 26 d
2002 592 2,975 3,567 December 2002 1.4 d
2003 606 3,047 3,653 December 2003 2.1 d
2004 612 3,077 3,689 December 2004 27 d
2005 627 3,152 3,779 December 2005 4.1 d
2006 656 3,299 3,955 December 2006 33 d
2007 680 3,420 4,100 December 2007 23 d
2008 711 3,577 4,288 December 2008 5.8 d
2009 744 3,739 4,483 December 2009 0.0 d
2010 761 3,825 4,586 December 2010 0.0 d
2011 749 3,768 4,517 December 2011 - d

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov/
regulations/index.htm). Social Security Administration, "Cost-of-Living Increase and Other Determinations for 2011; Correction," Federal Register, vol. 75, no. 229
(November 30, 2010).

NOTES: Eligible workers are those who attained age 62, became disabled, or died in the given year.

AIME = average indexed monthly earnings; AMW = average monthly wage; PIA = primary insurance amount; -- = not available.

a. For workers who attained age 62 in the 1979-1983 period, the PIA cannot be less than that derived from the PIA table in effect in December 1978 (approximated by
the PIA formula in Table 2.A16) on the basis of provisions in effect before 1979 but excluding earnings after year aged 61 in computations of AMW and including any
general benefit increase after year aged 61.

b. The amendments in 1977 provided for annual automatic adjustments of bend points (AIME brackets) in benefit formula in proportion to increases in average wage

level. As a result, separate formulas are applicable to workers who were first eligible in successive calendar years. The legislation also froze the minimum PIA at

$122.

Not subject to automatic adjustments until earlier of year of attainment of age 65 or year of first receipt of benefits.

d. In 1981, legislation eliminated the minimum PIA for workers who attain age 62 or die after 1981 (after 1991 for members of certain religious orders). In August 1981,
legislation would have eliminated the minimum PIA effective March 1982 for workers who attained age 62 before November 1981 or who died (before attaining
age 62) before March 1982; for all others, the minimum would have been eliminated effective November 1981. This legislation was superseded in December 1981 by
legislation that restored the minimum PIA for workers who attained age 62 or died (before attaining age 62) before 1982.

e. The cost-of-living adjustment (COLA) for December 1999 was originally determined to be 2.4 percent, based on the Consumer Price Index (CPI). The underlying CPI
was later recomputed by the Bureau of Labor Statistics; a 2.5 percent COLA would have been consistent with the recomputed CPI. Pursuant to Public Law 106-554,
benefits were calculated and paid in August 2001 and later as if the COLA for December 1999 had been 2.5 percent. Affected beneficiaries received a one-time pay-
ment to cover the shortfall that occurred before August 2001.

o
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Table 2.A11.1—Computation of PIA based on Windfall Elimination Provision (WEP),
by year enacted

Year effective | Provision

Enacted in 1983

1986 Workers first eligible for pensions based on noncovered employment and disability or retired workers after December 31, 1985.2 The benefit
computation formula uses a reduced factor of the usual first AIME bend point.

Year Factor

eligible (percent)

1986 80

1987 70

1988 60

1989 50

1990 and later 40

WEP is not applicable to persons who were federal employees or nonprofit employees on January 1, 1984, and who were covered by Social Security
on that date with no Civil Service Retirement System coverage; to persons with Railroad Retirement pensions; or to workers with 30 years of
substantial Social Security earnings. Workers with 26—-29 years of coverage have less than full WEP applied.b For benefits payable before

January 1989:

Years of Factor
coverage (percent)

26 50

27 60

28 70

29 80

Enacted in 1988
1989 5 percent added to factor for each year of coverage over 20.

Years of Factor
coverage (percent)

21 45

22 50

23 55

24 60

25 65

26 70

27 75

28 80

29 85

(Continued)
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Table 2.A11.1—Computation of PIA based on Windfall Elimination Provision (WEP),
by year enacted—Continued

Year effective | Provision

Enacted in 1988 (cont.)

1991 Earnings required for a year of substantial coverage (decoupled from the definition of a year of coverage for special minimum PIA).?
Earnings

Year (dollars)
1991 9,900

1992 10,350
1993 10,725
1994 11,250
1995 11,325
1996 11,625
1997 12,150
1998 12,675
1999 13,425
2000 14,175
2001 14,925
2002 15,750
2003 16,125
2004 16,275
2005 16,725
2006 17,475
2007 18,150
2008 18,975
2009 19,800
2010 19,800
2011 19,800

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov/
regulations/index.htm). Social Security Administration, "Cost-of-Living Increase and Other Determinations for 2011; Correction," Federal Register, vol. 75, no. 229
(November 30, 2010).

a. Reduction in PIA will not be greater than one-half the amount of the pension based on noncovered employment performed after 1956.

b. See Table 2.A12. Before 1991, a year of substantial coverage for WEP was the same amount as for the minimum PIA (25 percent of the "old law" contribution and
benefit base). For 1991 and following, a year of substantial coverage under WEP provisions remains 25 percent of the old law base, while the criterion for computing
the special minimum PIA was changed to 15 percent of the base.
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Table 2.A12—Special minimum PIA (formula applies to years of coverage), by year enacted

Year enacted | Number of years of coverage | PIA computation

1972 For 1937-1950, the number (disregarding any remainder and not exceeding 14) Maximum amount @

obtained by dividing total creditable wages in 1937-1950 by $900 for workers with

Amount @ per year 30 or more years

After 1950, the number of years with creditable earnings equal to at least of coverage over of coverage

25 percent of the effective annual maximum taxable earnings, that is: Effective date 10 years (dollars) (dollars)

Year Amount (dollars) January 1973 8.50 170.00
1951-1954 900
1955-1958 1,050
1959-1965 1,200
1966-1967 1,650
1968-1971 1,950
1972 2,250
1973 2,700
1974 3,300
1975 3,525
1976 3,825
1977 4,125
1978 4,425

1973 Maximum amount @

for workers with

Amount @ per year of 30 or more years

coverage over of coverage

Effective date 10 years (dollars) (dollars)

March 1974 9.00 180.00

19770 After 1978, the number of years with creditable earnings equal to at least Maximum amount 2

25 percent of what the annual taxable maximum would have been if the statutory Amount @ per year of  for workers with 30

increases in the maximum under the 1977 amendments had not been enacted coverage over or more years of

(the "old law" contribution and benefit base), that is: Effective date 10 years (dollars) coverage (dollars)

Year Amount (dollars) January 1979 11.50 230.00

1979 4,725 June 1979 ©12.64 252.80

1980 5,100 June 1980 ©14.45 289.00

1981 45,550 June 1981 ©16.07 321.40

1982 6,075 June 1982 ©17.26 345.10

1983 6,675 December 1983 ©17.86 357.10

1984 7,050 December 1984 ©18.49 369.50

1985 7,425 December 1985 ©19.06 380.90

1986 7,875 December 1986 ©19.31 385.80

1987 8,175 December 1987 ©20.12 402.00

1988 8,400 December 1988 €20.92 418.00

1989 8,925 December 1989 €21.90 437.60

1990 9,525 December 1990 €23.08 461.20

December 1991 €23.93 478.20

December 1992 ©24.65 492.50

December 1993 €25.29 505.30

December 1994 ¢26.00 519.40

December 1995 ©26.68 532.90

December 1996 €27.45 548.30

December 1997 ©28.03 559.80

December 1998 €28.39 567.00

December 1999 ¢€29.10 €581.10

December 2000 ©30.12 601.40

December 2001 ©30.90 617.00

December 2002 ©31.33 625.60

December 2003 ©31.99 638.70

December 2004 ©32.85 655.90

(Continued)
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Table 2.A12—Special minimum PIA (formula applies to years of coverage), by year enacted—Continued

Year enacted | Number of years of coverage | PIA computation
December 2005 ©34.20 682.70
December 2006 ©35.33 705.20
December 2007 ©36.14 721.40
December 2008 ©38.24 763.20
December 2009 ©38.24 763.20
December 2010 ©38.24 763.20

1990 After 1990, the number of years with creditable earnings equal to at least

15 percent of what the annual taxable maximum would have been if the statutory
increases in the maximum under the 1977 amendments had not been enacted
(the "old law" contribution and benefit base), that is: f

Year Amount (dollars)
1991 5,940
1992 6,210
1993 6,435
1994 6,750
1995 6,795
1996 6,975
1997 7,290
1998 7,605
1999 8,055
2000 8,505
2001 8,955
2002 9,450
2003 9,675
2004 9,765
2005 10,035
2006 10,485
2007 10,890
2008 11,385
2009 11,880
2010 11,880
2011 11,880

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov/
regulations/index.htm). Social Security Administration, "Cost-of-Living Increase and Other Determinations for 2011; Correction," Federal Register, vol. 75, no. 229
(November 30, 2010).

NOTES: Alternative PIA applicable when it exceeds the regularly computed PIA. The usual rates of actuarial reduction apply for retirement before the full retirement age.
No delayed retirement credits are applicable to the benefit derived from the special minimum PIA. However, the resulting retirement benefit will be raised if necessary to
equal the benefit derived from the regularly computed PIA plus any delayed retirement credits.

. = not applicable.

a. The amount effective for a given month applies, as of that month, to all workers from the date of entitlement to benefits.

Provision for future automatic cost-of-living increases of amount per year of coverage (and maximum amount), beginning with the June 1979 increase.

c. Factors were obtained by applying cost-of-living increases to initial 1979 factor of $11.50 and rounding each one to nearest cent. An approximate PIA may be com-
puted by multiplying factor in year of entitlement by the number of years of coverage in excess of 10 with a maximum of 20. Actual PIAs are published yearly in the
Federal Register.

d. Revised data.

e. The cost-of-living adjustment (COLA) for December 1999 was originally determined to be 2.4 percent, based on the Consumer Price Index (CPI). The underlying CPI
was later recomputed by the Bureau of Labor Statistics; a 2.5 percent COLA would have been consistent with the recomputed CPI. Pursuant to Public Law 106-554,
benefits were calculated and paid in August 2001 and later as if the COLA for December 1999 had been 2.5 percent. Affected beneficiaries received a one-time pay-
ment to cover the shortfall that occurred before August 2001.

f.  For 1991 and following, a year of substantial coverage under the Windfall Elimination Provision remains 25 percent of the old law base, while the criterion for the spe-
cial minimum PIA was changed to 15 percent of the base.

o
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Table 2.A13—Formulas enacted in 1977 for computing OASI maximum family benefit from PIA and
cost-of-living adjustments for workers who were first eligible in 1979 or later, by year of first eligibility

Calculation of maximum family benefit (based on percentage of PIA) (dollars) First applicable cost-of-living adjustment

150 percent Plus 272 percent Plus 134 percent Plus 175 percent Effective Percentage
Eligibility year of the first of the next of the next of the amount above date increase
1979 230 102 101 433 June 1979 9.9
1980 248 110 109 467 June 1980 14.3
1981 270 120 118 508 June 1981 11.2
1982 294 131 129 554 June 1982 7.4
1983 324 144 142 610 December 1983 35
1984 342 151 150 643 December 1984 35
1985 358 159 158 675 December 1985 3.1
1986 379 169 166 714 December 1986 1.3
1987 396 175 174 745 December 1987 4.2
1988 407 181 179 767 December 1988 4.0
1989 433 193 190 816 December 1989 4.7
1990 455 201 200 856 December 1990 54
1991 473 209 208 890 December 1991 3.7
1992 495 219 217 931 December 1992 3.0
1993 513 227 226 966 December 1993 2.6
1994 539 240 237 1,016 December 1994 2.8
1995 544 241 239 1,024 December 1995 2.6
1996 559 247 246 1,052 December 1996 29
1997 581 258 255 1,094 December 1997 2.1
1998 609 271 267 1,147 December 1998 1.3
1999 645 286 283 1,214 December 1999 a25
2000 679 301 298 1,278 December 2000 35
2001 717 317 315 1,349 December 2001 2.6
2002 756 336 332 1,424 December 2002 1.4
2003 774 344 340 1,458 December 2003 2.1
2004 782 347 343 1,472 December 2004 27
2005 801 355 352 1,508 December 2005 4.1
2006 838 372 368 1,578 December 2006 3.3
2007 869 386 381 1,636 December 2007 23
2008 909 403 399 1,711 December 2008 5.8
2009 950 422 417 1,789 December 2009 0.0
2010 972 431 427 1,830 December 2010 0.0
2011 957 425 421 1,803 December 2011 -

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov/
regulations/index.htm). Social Security Administration, "Cost-of-Living Increase and Other Determinations for 2011; Correction," Federal Register, vol. 75, no. 229
(November 30, 2010).

NOTES: The 1977 amendments provided for annual automatic adjustments of bend points (PIA brackets) in the maximum family benefit formula in proportion to

increases in the average wage level. As a result, separate formulas are applicable to workers first eligible in successive calendar years.

Eligible workers are those who attained age 62 or died in the given year.

-- = not available.

a. The cost-of-living adjustment (COLA) for December 1999 was originally determined to be 2.4 percent, based on the Consumer Price Index (CPI). The underlying CPI
was later recomputed by the Bureau of Labor Statistics; a 2.5 percent COLA would have been consistent with the recomputed CPI. Pursuant to Public Law 106-554,

benefits were calculated and paid in August 2001 and later as if the COLA for December 1999 had been 2.5 percent. Affected beneficiaries received a one-time pay-
ment to cover the shortfall that occurred before August 2001.
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Table 2.A14—Formulas for computing maximum family benefit and cost-of-living adjustments for workers first
eligible for disability benefits in 1979 or later, by year of enactment

Eligibility year | Formula

Enacted in 1977 2

1979° 150% of first $230 of PIA + 272% of next $102 of PIA + 134% of next $101 of PIA + 175% of PIA over $433 ¢
1980 ° 150% of first $248 of PIA + 272% of next $110 of PIA + 134% of next $109 of PIA + 175% of PIA over $467 ©
Enacted in 1980 ¢

1979 or later Smaller of (1) 85% of the AIME (or 100% of PIA, if larger) and (2) 150% of PIA ©

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov/
regulations/index.htm). Social Security Administration, "Cost-of-Living Increase and Other Determinations for 2011; Correction," Federal Register, vol. 75, no. 229
(November 30, 2010).

a. The 1977 amendments provided for annual automatic adjustments of bend points (PIA brackets) in maximum family benefit formula in proportion to increases in
average wage level. As a result, separate formulas are applicable to workers first eligible in successive calendar years.
Applicability of formula limited to workers with initial entitlement before July 1980, as a result of 1980 amendments.

c. Calculated amount subject to cost-of-living adjustments beginning with the one effective for June of the year of first eligibility.

d. Formula for computing maximum family benefit revised effective for workers with initial entittement in or after July 1980. New formula remains unchanged for workers
eligible in successive calendar years because it has no bend points requiring adjustments.

e. Calculated amount subject to cost-of-living adjustments beginning with the one effective in year of first eligibility (or in 1981, if later).

CONTACT: (410) 965-0090 or statistics@ssa.gov.
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Table 2.A16—Percentage of average monthly wage (AMW) applicable to primary insurance amount (PIA)
based on formula for computing PIA from AMW, and percentage increases in PIA

April | September | September January January| February January January | September June June June
AMW (dollars) 1952 1952 1954 1959 1965 1968 1970 1971 1972 1974 1975 1976
First 110 350.00 355,00 55.00 58.85 62.97 71.16 81.83 90.01 108.01 119.89 129.48 137.77
Next 290 b15.00 b15.00 ©20.00 21.40 22.90 25.88 29.76 32.74 39.29 43.61 47.10 50.10
Next 150 21.40 24.18 27.81 30.59 36.71 40.75 44.01 46.82
Next 100 28.43 32.69 35.96 43.15 47.90 51.73 55.05
Next 100 20.00 24.00 26.64 28.77 30.61
Next 250 d20.00 22.20 23.98 25.51
Next 175 €20.00 21.60 22.98
Next 100 20.00 21.28
Next 100 20.00
Percentage
increase in PIA f77.0 9125 h13.0 i7.0 i70 13.0 15.0 10.0 20.0 k11.0 '8.0 6.4
(Continued)
Table 2.A16—Percentage of average monthly wage (AMW) applicable to primary insurance amount (PIA)
based on formula for computing PIA from AMW, and percentage increases in PIA—Continued
June June June June June June Dec. Dec. Dec. Dec. Dec. Dec.
AMW (dollars) 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988
First 110 145.90 155.38 170.76 195.18 217.04 233.10 241.26 249.70 257.44 260.79 271.74 282.61
Next 290 53.06 56.51 62.10 70.98 78.93 84.77 87.74 90.81 93.62 94.84 98.82 102.77
Next 150 49.58 52.81 58.04 66.34 73.77 79.23 82.00 84.87 87.50 88.64 92.36 96.05
Next 100 58.30 62.09 68.24 78.00 86.74 93.16 96.42 99.79 102.88 104.22 108.60 112.94
Next 100 32.42 34.53 37.95 43.38 48.24 51.81 53.62 55.50 57.22 57.96 60.39 62.81
Next 250 27.02 28.78 31.63 36.15 40.20 43.17 4468 46.24 47.67 48.29 50.32 52.33
Next 175 24.34 25.92 28.49 32.56 36.21 38.89 40.25 41.66 42.95 43.51 45.34 47.15
Next 100 22.54 24.01 26.39 30.16 33.54 36.02 37.28 38.58 39.78 40.30 41.99 43.67
Next 100 21.18 22.56 24.79 28.33 31.50 33.83 35.01 36.24 37.36 37.85 39.44 41.02
Next 100 20.00 21.30 23.41 26.76 29.76 31.96 33.08 34.24 35.30 35.76 37.26 38.75
Next 435 20.00 21.98 25.12 27.93 30.00 31.05 32.14 33.14 33.57 34.98 36.38
Next 250 20.00 22.86 25.42 27.30 28.26 29.25 30.16 30.55 31.83 33.10
Next 315 20.00 22.24 23.89 24.73 25.60 26.39 26.73 27.85 28.96
Next 225 20.00 21.48 22.23 23.01 23.72 24.03 25.04 26.04
Next 275 20.00 20.70 21.42 22.08 22.37 23.31 24.24
Next 175 20.00 20.70 21.34 21.62 2253 23.43
Next 150 20.00 20.63 20.90 21.78 22.65
Next 200 20.00 20.26 21.11 21.95
Next 150 20.00 20.84 21.67
Next 100 20.00 20.80
Next 250 20.00
Percentage
increase in PIA 5.9 6.5 9.9 14.3 1.2 74 35 35 3.1 1.3 4.2 4.0
(Continued)
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Table 2.A16—Percentage of average monthly wage (AMW) applicable to primary insurance amount (PIA)
based on formula for computing PIA from AMW, and percentage increases in PIA—Continued

Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec.
AMW (dollars) 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000
First 110 295.89 311.87 323.41 333.11 341.77 351.34 360.47 370.93 378.72 383.64 393.23 407.00
Next 290 107.60 113.42 117.62 121.15 124.30 127.78 131.10 134.90 137.73 139.52 143.01 148.02
Next 150 100.56 105.99 109.91 113.21 116.15 119.40 122.50 126.06 128.71 130.38 133.64 138.32
Next 100 118.25 124 .64 129.25 133.13 136.59 140.41 144.06 148.24 151.35 153.32 157.15 162.65
Next 100 65.76 69.31 71.87 74.03 75.95 78.08 80.11 82.43 84.16 85.26 87.39 90.45
Next 250 54.79 57.75 59.89 61.69 63.29 65.06 66.75 68.69 70.13 71.04 72.82 75.37
Next 175 49.37 52.04 53.97 55.59 57.04 58.64 60.16 61.91 63.21 64.03 65.63 67.93
Next 100 45.72 48.19 49.97 51.47 52.81 54.29 55.70 57.32 58.52 59.28 60.77 62.89
Next 100 42.95 45.27 46.94 48.35 49.61 51.00 52.33 53.84 54.97 55.69 57.08 59.08
Next 100 40.57 42.76 44.34 45.67 46.86 4817 49.42 50.86 51.93 52.60 53.92 55.81
Next 435 38.09 40.15 41.64 42.89 44.01 45.24 46.42 47.76 48.76 49.40 50.63 52.40
Next 250 34.66 36.53 37.88 39.02 40.03 41.15 42.22 43.44 44.35 44.93 46.05 47.66
Next 315 30.32 31.96 33.14 34.13 35.02 36.00 36.94 38.01 38.81 39.31 40.30 41.71
Next 225 27.26 28.73 29.79 30.68 31.48 32.36 33.20 34.16 34.88 35.33 36.21 37.48
Next 275 25.38 26.75 27.74 28.57 29.31 30.13 30.91 31.81 32.48 32.90 33.72 34.90
Next 175 24.53 25.85 26.81 27.61 28.33 29.12 29.88 30.74 31.39 31.79 32.59 33.73
Next 150 23.71 24.99 25.91 26.69 27.38 28.15 28.88 29.72 30.34 30.74 31.51 32.61
Next 200 22.98 24.22 25.12 25.87 26.54 27.28 27.99 28.80 29.40 29.79 30.53 31.60
Next 150 22.69 23.92 24.81 25.55 26.21 26.94 27.64 28.44 29.04 29.41 30.15 31.21
Next 100 21.78 22.96 23.81 24.52 25.16 25.86 26.53 27.30 27.87 28.24 28.94 29.95
Next 250 20.94 22.07 22.89 23.58 24.19 24.87 25.52 26.26 26.81 27.16 27.84 28.81
Next 275 20.00 21.08 21.86 22.52 23.11 23.76 24.38 25.08 25.61 25.94 26.59 27.52
Next 175 S 20.00 20.74 21.36 21.92 22.53 23.12 23.79 24.29 24.61 25.22 26.10
Next 175 L. Ce 20.00 20.60 21.14 21.73 22.29 22.94 23.42 23.73 24.32 25.17
Next 175 L. S L. 20.00 20.52 21.09 21.64 22.27 22.74 23.03 23.61 24.44
Next 250 L. e L. . 20.00 20.56 21.09 21.71 2217 22.45 23.02 23.82
Next 50 L. S L. - S 20.00 20.52 21.12 21.56 21.84 22.39 23.17
Next 125 L. e L. . e L 20.00 20.58 21.01 21.29 21.82 22.58
Next 225 L. S L. - S L. S 20.00 20.42 20.69 21.20 21.94
Next 250 L. . S L e L. . L. 20.00 20.26 20.77 21.49
Next 350 20.00 20.50 21.22
Next 300 20.00 20.70
Next 350 20.00
Percentage
increase in PIA 4.7 54 3.7 3.0 2.6 2.8 2.6 2.9 21 1.3 m25 3.5
(Continued)

2.28 ¢ Annual Statistical Supplement, 2011



2.A OASDI: Benefit Computation and Automatic Adjustments

Table 2.A16—Percentage of average monthly wage (AMW) applicable to primary insurance amount (PIA)

based on formula for computing PIA from AMW, and percentage increases in PIA—Continued

Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec.
AMW (dollars) 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
First 110 417.58 423.43 432.32 443.99 462.19 477.45 488.43 516.76 516.76 516.76
Next 290 151.87 153.99 157.23 161.47 168.09 173.64 177.63 187.93 187.93 187.93
Next 150 141.91 143.90 146.92 150.89 157.08 162.26 165.99 175.62 175.62 175.62
Next 100 166.88 169.22 172.77 177.44 184.71 190.81 195.20 206.52 206.52 206.52
Next 100 92.80 94.10 96.07 98.67 102.71 106.10 108.54 114.84 114.84 114.84
Next 250 77.33 78.41 80.06 82.22 85.59 88.41 90.45 95.69 95.69 95.69
Next 175 69.70 70.67 72.16 74.10 7714 79.69 81.52 86.25 86.25 86.25
Next 100 64.53 65.43 66.81 68.61 71.42 73.78 75.48 79.85 79.85 79.85
Next 100 60.61 61.46 62.75 64.44 67.09 69.30 70.89 75.01 75.01 75.01
Next 100 57.26 58.06 59.28 60.88 63.37 65.46 66.97 70.85 70.85 70.85
Next 435 53.77 54.52 55.66 57.17 59.51 61.47 62.89 66.54 66.54 66.54
Next 250 48.90 49.59 50.63 52.00 54.13 55.91 57.20 60.52 60.52 60.52
Next 315 42.79 43.39 44.30 45.50 47.36 48.92 50.05 52.95 52.95 52.95
Next 225 38.46 38.99 39.81 40.89 42.56 43.97 44,98 47.59 47.59 47.59
Next 275 35.81 36.31 37.07 38.08 39.64 40.94 41.89 44.32 44.32 44.32
Next 175 34.61 35.09 35.83 36.79 38.30 39.57 40.48 42.82 42.82 42.82
Next 150 33.46 33.93 34.64 35.57 37.03 38.25 39.13 41.40 41.40 41.40
Next 200 32.42 32.88 33.57 34.47 35.89 37.07 37.92 40.12 40.12 40.12
Next 150 32.02 32.46 33.15 34.04 35.44 36.61 37.45 39.62 39.62 39.62
Next 100 30.73 31.16 31.82 32.68 34.02 35.14 35.95 38.03 38.03 38.03
Next 250 29.56 29.98 30.61 31.43 32.72 33.80 34.58 36.58 36.58 36.58
Next 275 28.23 28.63 29.23 30.02 31.25 32.28 33.02 34.94 34.94 34.94
Next 175 26.78 27.16 27.73 28.48 29.64 30.62 31.33 33.14 33.14 33.14
Next 175 25.82 26.19 26.74 27.46 28.58 29.53 30.21 31.96 31.96 31.96
Next 175 25.07 25.42 25.96 26.66 27.75 28.67 29.32 31.03 31.03 31.03
Next 250 24.44 24.78 25.30 25.99 27.05 27.94 28.59 30.24 30.24 30.24
Next 50 23.78 24.11 24.62 25.28 26.32 27.18 27.81 29.42 29.42 29.42
Next 125 2317 23.49 23.99 24.63 25.64 26.49 27.10 28.67 28.67 28.67
Next 225 22.52 22.83 23.31 23.94 24.92 25.74 26.34 27.86 27.86 27.86
Next 250 22.05 22.36 22.83 23.45 24.41 25.21 25.79 27.29 27.29 27.29
Next 350 21.77 22.07 22.54 23.15 24.09 24.89 25.46 26.94 26.94 26.94
Next 300 21.24 21.54 21.99 22.58 23.51 24.28 24.84 26.28 26.28 26.28
Next 350 20.52 20.81 21.24 21.82 22.71 23.46 24.00 25.39 25.39 25.39
Next 375 20.00 20.28 20.71 21.26 22.14 22.87 23.39 24.75 24.75 24.75
Next 175 20.00 20.42 20.97 21.83 22.55 23.07 24.41 24.41 24.41
Next 75 20.00 20.54 21.38 22.09 22.60 23.91 23.91 23.91
Next 175 20.00 20.82 21.51 22.00 23.28 23.28 23.28
Next 350 20.00 20.66 21.14 22.36 22.36 22.36
Next 275 20.00 20.46 21.65 21.65 21.65
Next 375 20.00 21.16 21.16 21.16
Next 400 20.00 20.00 20.00
Percentage
increase in PIA 2.6 1.4 2.1 2.7 4.1 3.3 23 5.8 0.0 0.0

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov/
regulations/index.htm). Social Security Administration, "Cost-of-Living Increase and Other Determinations for 2011; Correction," Federal Register, vol. 75, no. 229

(November 30, 2010).

NOTES: The average monthly wage (AMW) computation is based on earnings after 1950. The amounts shown in the table are percentages of the AMW computed using

unrounded data.

... =not applicable.

—ETTSemoa0TD

Applied to first $100 of AMW.

Applied to next $200 of AMW.

Applied to next $190 before 1955 and to next $240 effective for January 1955.

Applied to next $150 effective for January 1973 and to next $350 effective for January 1974.
Applied to next $100 before January 1975.
Average increase in benefits of about 77 percent—from 100 percent at the lowest level to 50 percent at the highest level.
Increase of 12.5 percent or $5, if larger.
Average increase of about 13 percent, with minimum increase of $5.
Increase of 7 percent or $3, if larger.

Increase of 7 percent or $4, if larger.

Increase effective in two steps: 7 percent for March—-May and 4 percent for June.

Beginning June 1975, all benefit increases are based on automatic cost-of-living adjustments (COLAs).

(Continued)
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Table 2.A16—Percentage of average monthly wage (AMW) applicable to primary insurance amount (PIA)
based on formula for computing PIA from AMW, and percentage increases in PIA—Continued

m. The COLA for December 1999 was originally determined to be 2.4 percent, based on the Consumer Price Index (CPI). The underlying CPI was later recomputed by
the Bureau of Labor Statistics; a 2.5 percent COLA would have been consistent with the recomputed CPI. Pursuant to Public Law 106-554, benefits were calculated
and paid in August 2001 and later as if the COLA for December 1999 had been 2.5 percent. Affected beneficiaries received a one-time payment to cover the shortfall
that occurred before August 2001.

CONTACT: (410) 965-0090 or statistics@ssa.gov.
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Table 2.A17—Minimum primary insurance amount (PIA) and maximum family benefit for workers who attained

age 62, were first eligible for disabled-worker benefits, or died before 1979

Maximum family benefit

Minimum PIA @
Year enacted Effective date (dollars) Percentage of AMW | Not less than—
1935 10.00
1939 Lesser of 80%, $85, or 200% of PIA $20.00
1950 September 1950 20.00 80% of first $187.50 $40.00
1952 September 1952 25.00 80% of first $210.93 $45.00
1954 September 1954 30.00 80% of first $250 $50.00 or 150% of PIA
1958 January 1959 33.00 80% of first $317.50 $20.00 + PIA or 150% of PIA
1961 August 1961 40.00 80% of first $317.50 150% of PIA
1965 January 1965 44.00 80% of first $370 + 40% of next $180 150% of PIA
1967 February 1968 55.00 80% of first $436 + 40% of next $214 150% of PIA
1969 January 1970 64.00 80% of first $436 + 40% of next $180 150% of PIA
1971 January 1971 70.40 88% of first $436 + 44% of next $191 ° 150% of PIA
1972 September 1972 84.50 105.6% of first $436 + 52.8% of next $191 ° 150% of PIA
1973 ¢ June 1974 89.50 111.8% of first $436 + 55.9% of next $191 © 150% of PIA
1973 d March 1974 90.50 113.0% of first $436 + 56.5% of next $191 © 150% of PIA
June 1974 93.80 117.2% of first $436 + 58.6% of next $191 P 150% of PIA
June 1975 101.40 126.6% of first $436 + 63.3% of next $191 P 150% of PIA
June 1976 107.90 134.7% of first $436 + 67.3% of next $191 ° 150% of PIA
June 1977 114.30 142.6% of first $436 + 71.3% of next $191 ° 150% of PIA
June 1978 121.80 151.9% of first $436 + 76.0% of next $191 ° 150% of PIA
June 1979 133.90 167.0% of first $436 + 83.5% of next $191 ° 150% of PIA
June 1980 153.10 190.9% of first $436 + 95.4% of next $191 ° 150% of PIA
June 1981 170.30 212.2% of first $436 + 106.1% of next $191 ° 150% of PIA

(Continued)
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Table 2.A17—Minimum primary insurance amount (PIA) and maximum family benefit for workers who attained
age 62, were first eligible for disabled-worker benefits, or died before 1979—Continued

Minimum PIA 2 Maximum family benefit

Year enacted Effective date (dollars) Percentage of AMW | Not less than—

1981 € March 1982 f 190.9% of first $436 + 106.1% of next $191 P 150% of PIA

1981 June 1982 182.90 227.9% of first $436 + 114.0% of next $191 © 150% of PIA
December 1983 189.30 235.9% of first $436 + 118.0% of next $191 P 150% of PIA
December 1984 195.90 244 2% of first $436 + 122.1% of next $191 ° 150% of PIA
December 1985 201.90 251.8% of first $436 + 125.9% of next $191 ° 150% of PIA
December 1986 204.50 255.1% of first $436 + 127.5% of next $191 ° 150% of PIA
December 1987 213.00 265.8% of first $436 + 132.9% of next $191 ° 150% of PIA
December 1988 221.50 276.4% of first $436 + 138.2% of next $191 ° 150% of PIA
December 1989 231.90 289.4% of first $436 + 144.7% of next $191 ° 150% of PIA
December 1990 244 .40 305.0% of first $436 + 152.5% of next $191 P 150% of PIA
December 1991 253.40 316.3% of first $436 + 158.1% of next $191 ° 150% of PIA
December 1992 261.00 325.8% of first $436 + 162.8% of next $191 ° 150% of PIA
December 1993 267.70 334.3% of first $436 + 167.0% of next $191 ° 150% of PIA
December 1994 275.10 343.7% of first $436 + 171.7% of next $191 ° 150% of PIA
December 1995 282.20 352.6% of first $436 + 176.2% of next $191 ° 150% of PIA
December 1996 290.30 362.8% of first $436 + 181.3% of next $191 ° 150% of PIA
December 1997 296.30 370.4% of first $436 + 185.1% of next $191 ° 150% of PIA
December 1998 300.10 375.2% of first $436 + 187.5% of next $191 P 150% of PIA
December 1999 9 307.60 384.6% of first $436 + 192.2% of next $191 ° 150% of PIA
December 2000 318.30 398.1% of first $436 + 198.9% of next $191 P 150% of PIA
December 2001 326.50 408.5% of first $436 + 204.1% of next $191 ° 150% of PIA
December 2002 331.00 414.2% of first $436 + 206.9% of next $191 ° 150% of PIA
December 2003 337.90 422.9% of first $436 + 211.2% of next $191 ° 150% of PIA
December 2004 347.00 434.3% of first $436 + 216.9% of next $191 ° 150% of PIA
December 2005 361.20 452.1% of first $436 + 225.8% of next $191 ° 150% of PIA
December 2006 373.10 467.0% of first $436 + 233.3% of next $191 ° 150% of PIA
December 2007 381.60 477.7% of first $436 + 238.7% of next $191 ° 150% of PIA
December 2008 403.70 505.4% of first $436 + 252.5% of next $191 ° 150% of PIA
December 2009 403.70 505.4% of first $436 + 252.5% of next $191 ° 150% of PIA
December 2010 403.70 505.4% of first $436 + 252.5% of next $191 ° 150% of PIA

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov/
regulations/index.htm). Social Security Administration, "Cost-of-Living Increase and Other Determinations for 2011; Correction," Federal Register, vol. 75, no. 229
(November 30, 2010).

NOTE: AMW = average monthly wage; . . . = not applicable.

a. Based on earnings; subject to reduction if claimed before age 65.

b. For AMW of $628 or more, 175 percent of PIA.

c. Superseded by legislation in 1973.

d. Beginning in 1975, minimum PIA and percentages in maximum family benefit formula are subject to automatic cost-of-living increases. (Superseded legislation in

1972 for automatic increases beginning in 1974.)

Superseded by legislation in 1981 that restored the minimum PIA for these groups.

f.  Minimum PIA eliminated by legislation in 1981.

g. The cost-of-living adjustment (COLA) for December 1999 was originally determined to be 2.4 percent, based on the Consumer Price Index (CPI). The underlying CPI
was later recomputed by the Bureau of Labor Statistics; a 2.5 percent COLA would have been consistent with the recomputed CPI. Pursuant to Public Law 106-554,
benefits were calculated and paid in August 2001 and later as if the COLA for December 1999 had been 2.5 percent. Affected beneficiaries received a one-time pay-
ment to cover the shortfall that occurred before August 2001.

o

CONTACT: (410) 965-0090 or statistics@ssa.gov.
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Table 2.A17.1—Full retirement age and maximum reduction of retired-worker benefits, by year of birth

Year of attainment Year of attainment Maximum Maximum reduction
Year of birth @ of age 62 of age 65 Full retirement age reduction months atage 62 °
1935 1997 2000 65 years 36 0.2000000
1936 1998 2001 65 years 36 0.2000000
1937 1999 2002 65 years 36 0.2000000
1938 2000 2003 65 years and 2 months 38 0.2083333
1939 2001 2004 65 years and 4 months 40 0.2166667
1940 2002 2005 65 years and 6 months 42 0.2250000
1941 2003 2006 65 years and 8 months 44 0.2333333
1942 2004 2007 65 years and 10 months 46 0.2416667
1943-1954 2005-2016 2008-2019 66 years 48 0.2500000
1955 2017 2020 66 years and 2 months 50 0.2583333
1956 2018 2021 66 years and 4 months 52 0.2666667
1957 2019 2022 66 years and 6 months 54 0.2750000
1958 2020 2023 66 years and 8 months 56 0.2833333
1959 2021 2024 66 years and 10 months 58 0.2916667
1960 or later 2022 and later 2025 and later 67 years 60 0.3000000

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov/
regulations/index.htm).

a. If birthday is January 1, refer to previous year.
b. The monthly reduction factor is 0.0055556 for the first 36 months and 0.0041667 for additional months.

CONTACT: (410) 965-0090 or statistics@ssa.gov.

Annual Statistical Supplement, 2011 ¢ 2.33



2.A OASDI: Benefit Computation and Automatic Adjustments

Table 2.A17.2—Full retirement age and maximum reduction of widow(er)s’ benefits, by year of birth

Year of attainment Year of attainment Maximum Monthly
Year of birth 2 of age 60 of age 65 Full retirement age reduction months reduction °
1939 or earlier 1999 and earlier 2004 and earlier 65 years 60 0.475
1940 2000 2005 65 years and 2 months 62 0.460
1941 2001 2006 65 years and 4 months 64 0.445
1942 2002 2007 65 years and 6 months 66 0.432
1943 2003 2008 65 years and 8 months 68 0.419
1944 2004 2009 65 years and 10 months 70 0.407
1945-1956 2005-2016 2010-2021 66 years 72 0.396
1957 2017 2022 66 years and 2 months 74 0.385
1958 2018 2023 66 years and 4 months 76 0.375
1959 2019 2024 66 years and 6 months 78 0.365
1960 2020 2025 66 years and 8 months 80 0.356
1961 2021 2026 66 years and 10 months 82 0.348
1962 or later 2022 and later 2027 and later 67 years 84 0.339

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov/
regulations/index.htm).

NOTES: Widows and widowers can elect reduced monthly benefits at age 60 or, if disabled, as early as age 50. Surviving divorced spouses can also receive benefits if
married to the worker for at least 10 years and not remarried before age 60 (age 50 if disabled).

a. If birthday is January 1, refer to previous year.

b. Monthly reduction percentages are approximate due to rounding. For survivors whose full retirement age (FRA) is 65, the monthly rate of reduction for the first
60 months immediately preceding FRA is 19/40 of 1 percent of the worker’s primary insurance amount (PIA), with a maximum reduction of 28.5 percent at age 60.
For survivors whose FRA is older than 65, the amount of reduction for each month prior to FRA is adjusted accordingly to ensure that the maximum reduction at
age 60 remains 28.5 percent of the worker’s PIA.

CONTACT: (410) 965-0090 or statistics@ssa.gov.
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Table 2.A18—Automatic adjustment provisions

Year enacted |

Provision

1977

1972

1976

1977

1989

1994

1977

1980

1972

Quarter of coverage

Mandatory annual determination, beginning in 1978, as to whether an adjustment is required in the amount of wages and self-employment earnings an
individual needs in order to be credited with a quarter of coverage (QC) in the succeeding year. The amount required for a QC is the product of $250 (in
effect in 1978) multiplied by the following quotient: the national average wage for the year before the year of determination, divided by the average
wage for 1976 (see Table 2.A8 for average annual wages after 1950). The resulting product, rounded to the nearest multiple of $10, is the new amount
required for a QC. In no case, however, is the new amount reduced below the amount in effect in the year of determination.

Maximum amount of taxable and creditable earnings

The 1972 Act (as modified by the legislation in 1973) mandated a determination in 1974, and in every subsequent year in which a cost-of-living benefit
increase is established, as to whether an adjustment is required in the maximum amount of annual earnings that will be taxed and credited toward
benefits.

The determination in the years after 1975 is made by multiplying the "maximum" in effect in the year of determination by the following quotient: the
national average wage for the year before the year of determination, divided by the average wage for the year before the most recent year in which an
automatic determination was made that resulted in an increase or in which an increase in the maximum was enacted. (See Table 2.A8 for annual
amounts of the average wage after 1950). The resulting product, rounded to the nearest multiple of $300, is the new maximum amount of taxable and
creditable earnings, effective with respect to remuneration paid after the year of determination and with respect to taxable years beginning after that
year. In no case, however, is the maximum reduced to an amount below the maximum in the year of determination.

In the 1974 and 1975 determinations, the quotient was the average wage for the year of determination, estimated from data for the first calendar
quarter, divided by the corresponding amount for the year before the year of determination. Public Law (P.L.) 94-202 (signed January 2, 1976) revised
the adjustment method by increasing by a year the lag in average wages used in the computation. Thus, for example, the determination in 1976 was
based on the percentage increase in the average wage from 1974 to 1975.

Statutory in lieu of automatic increases in the maximum instituted for 1979, 1980, and 1981. Also, for purposes of establishing a "year of coverage"
used in the computation of the special minimum primary insurance amount (PIA), annual maximum taxable and creditable earnings after 1978 are the
amounts that would have been determined under the automatic adjustment provisions if the statutory increases in the maximum under the 1977 Act
had not been enacted (see Table 2.A12).

Automatic increases in the maximum for 1990, 1991, and 1992 determined under a transitional rule, specified by the Omnibus Budget Reconciliation
Act of 1989, for computing "deemed" average annual wage for 1988, 1989, and 1990. The purpose of the legislation was to include contributions to
certain "deferred compensation” plans, most importantly section 401(k) pension plans, in the average annual average wage.

The determination for years after 1994 is made by multiplying $60,600, the "maximum" for 1994, by the following quotient: the national average wage
index for the year before the year in which the determination is made, divided by the national average wage index for 1992. (See Table 2.A8 for annual
amounts of the national average wage index.) The resulting product, rounded to the nearest $300, is the new maximum amount of taxable and
creditable earnings, effective with respect to remuneration paid in (and taxable years beginning in) the year following the year the determination is
made. In no case, however, is the new maximum reduced to an amount below the maximum in the year of determination.

Benefits
Computation

New benefit computation method based on average indexed monthly earnings (AIME) after 1950, effective for workers first eligible after 1978. Provision
for automatic adjustment of the dollar amounts, or bend points, defining (1) the AIME brackets in the PIA formula (see Table 2.A11) and (2) the PIA
brackets in the maximum family benefit formula (see Table 2.A13). New bend points are established by multiplying the bend points in effect in 1979—
$180 and $1,085 for the PIA formula and $230, $332, and $433 for the maximum family benefit formula—by the following quotient: the national average
wage for the second year before the year for which the determination was made, divided by the average wage for 1977 (see Table 2.A8 for average
annual wages after 1950). The resulting products, rounded to the nearest dollar, are the new bend points.

Modified maximum family benefit formula applicable to workers with initial entitlement to disability benefits in or after July 1980 (see Table 2.A14). New
formula for disabled workers has no bend points subject to automatic adjustment.

Cost-of-living increase

Under the original provisions (based on 1972 and 1973 legislation), the arithmetical mean of the Consumer Price Index for Urban Wage Earners and
Clerical Workers (CPI-W) for January, February, and March in the year of determination was compared with the arithmetical mean of the CPI for the
later of (a) January, February, and March of the year in which the last effective cost-of-living increase was established or (b) the 3 months of the
calendar quarter in which the effective month of the last general benefit increase occurred. (Before the introduction, in 1977, of the alternative CPI
series for "all urban consumers," or the CPI-U, the CPI-W was referred to as the CPl.) If the percentage increase in the CPI, rounded to the nearest
one-tenth of 1 percent, was at least 3.0 (the triggering requirement), a cost-of-living benefit increase was established and the level of benefits was
increased by the same percentage, effective for June of the year in which the determination was made.

(Continued)
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Table 2.A18—Automatic adjustment provisions—Continued

Year enacted |

Provision

1983

1986
2001

2007

1972

1976

1994

1996

2000

Benefits (cont.)
Cost-of-living increase (cont.)

The 1983 Act moved the effective date for a cost-of-living benefit increase from June to December, beginning in 1983, and eliminated the "triggering
requirement" for the 1983 increase only. Effective with the determination made in 1984, the two periods used in calculating the CPI-W percentage
increase were shifted from the first to the third quarter.

The 1983 Act also introduced an alternative method for determining the size of a cost-of-living adjustment (COLA). This method, called the stabilizer
provision, is applied when the ratio of the combined OASDI trust fund assets to estimated outgo falls below a certain percentage. The "triggering"
percentage is 15 percent for 1985-1988 and 20 percent for years after 1988. Under these circumstances, the COLA is based on the lesser of the
CPI-W percentage increase determined above or the increase in average wages. The latter increase is the percentage, rounded to the nearest one-
tenth of 1 percent by which the national average wage for the year before the year of determination exceeds the average wage for the year before the
most recent year in which either a cost-of-living increase or a general benefit increase occurred. (See Table 2.A8 for the annual amount of the average
wage after 1950 and footnote a in that table for the underlying data sources.)

The 1983 legislation also included a provision for making up any benefit increases that are based on a lower wage increase rather than on the increase
in the cost of living. When the fund ratio is greater than 32 percent, additional increases will be provided so that benefits are increased to the level at
which they would have been if all increases had been based on the CPI-W. (See Table 2.A19 for the cumulative effect of statutory and automatic
increases in benefits.)

Triggering requirement eliminated for cost-of-living increases in and after 1986 by P.L. 99-509 (signed October 21, 1986).

The COLA for December 1999 was originally determined to be 2.4 percent, based on the CPI. The underlying CPI was later recomputed by the Bureau
of Labor Statistics (BLS); a 2.5 percent COLA would have been consistent with the recomputed CPI. Pursuant to P.L. 106-554, benefits were calculated
and paid in August 2001 and later as if the COLA for December 1999 had been 2.5 percent. Affected beneficiaries received a one-time payment to
cover the shortfall that occurred before August 2001.

The rules for calculating automatic cost-of-living increases to PIAs under title Il of the Social Security Act (the Act) were revised. The arithmetical mean
of the CPI for each month is computed for the beginning and ending quarters of the measuring period, and the result is rounded to the same number of
decimal places as the published CPI figures. Through December 2006, BLS published CPI figures rounded to the nearest one-tenth of 1 percent. BLS
began publishing CPI figures rounded to the nearest one-thousandth of 1 percent in January 2007.

Earnings test

The 1972 Act (as modified by the 1973 Acts) mandated a determination in 1974, and in every subsequent year in which a cost-of-living increase is
established, as to whether an adjustment in the exempt amount—the amount of earnings permitted without reduction in benefits—is required.

The determination in the years after 1975 is made by multiplying the monthly exempt amount in effect in the year of determination by the following
quotient: the national average wage for the year before the year of determination, divided by the average wage for the year before the most recent year
in which an automatic determination was made that resulted in an increase or in which an increase in the exempt amount was enacted. (See Table 2.A8
for annual amounts of the average wage after 1950.) The resulting product, rounded to the nearest multiple of $10, is the new monthly exempt amount,
effective with respect to remuneration paid after the year of determination and with respect to taxable year beginning after that year. In no case,
however, is the new exempt amount reduced below the exempt amount in the year of determination. The new annual exempt amount is determined by
multiplying the new monthly amount by 12.

In the 1974 and 1975 determinations, the quotient was the average wage for the year of determination, estimated from data for the first calendar
quarter, divided by the corresponding amount for the year before the year of determination. P.L. 94-202 (signed January 2, 1976) revised the
adjustment method by increasing by a year the lag in average wages used in the computation. Thus, for example, the 1976 determination was based
on the percentage increase in the average wage from 1974 to 1975.

The determination for years after 1994 is made by multiplying the monthly exempt amounts in effect for 1994 ($930 for beneficiaries who have, $670 for
beneficiaries who have not yet, reached "full retirement age"; see footnote f in Table 2.A29) by the following quotient: the national average wage for the
year before the year in which the determination is made, divided by the national average wage for 1992. (See Table 2.A8 for annual amounts of the
national average wage.) The resulting products, rounded to the nearest $10, are the new monthly exempt amounts effective for the year following the
year the determination is made. The new annual exempt amounts are determined by multiplying the new monthly amounts by 12.

P.L. 104-121, enacted March 29, 1996, suspended the automatic indexing of the exempt amounts through the year 2002 for workers aged 65-69. It
legislated ad hoc increases in the annual exempt amounts to $12,500 in 1996; $13,500 in 1997; $14,500 in 1998; $15,500 in 1999; $17,000 in 2000;
$25,000 in 2001; and $30,000 in 2002. Thereafter, the exempt amounts will increase automatically based on the annual increase in the national
average wage as under the 1994 legislation.

P.L. 106-182, enacted April 7, 2000, eliminated the earnings test beginning with the month a beneficiary reaches full retirement age (FRA). The annual
earnings test that applies in the year of attainment of FRA is based on the annual limits established under P.L. 104-121 (including the $1 for $3
withholding rate). In determining annual earnings for purposes of the annual earnings test under this legislation, only earnings before the month of
attainment of FRA will be considered. P.L. 106-182 did not change the annual exempt amount for beneficiaries who are under FRA throughout the year,
which continues to be pegged to increases in the average wage.

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov/
regulations/index.htm). Social Security Administration, "Cost-of-Living Increase and Other Determinations for 2011; Correction," Federal Register, vol. 75, no. 229
(November 30, 2010).

CONTACT: (410)

965-0090 or statistics@ssa.gov.
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Table 2.A19—Illustrative benefit growth: Cumulative effect of statutory and automatic increases in

benefits using a 100 dollar base benefit

Aug.| Sept. Sep.| Sept. Jan. Jan. Feb. Jan. Jan.| Sept. June June June June June June
Base date 1950 1950 1952 1954 1959 1965 1968 1970 1971 1972 1974 1975 1976 1977 1978 1979
August 1950 100 177 199 225 241 258 291 335 368 442 491 530 564 597 636 699
September 1950 - 100 113 127 136 146 164 189 208 250 277 299 318 337 359 395
September 1952 Ce S 100 113 121 129 146 168 185 222 246 266 283 300 319 351
September 1954 - S - 100 107 114 129 149 164 196 218 235 250 265 283 310
January 1959 Ce L S C 100 107 121 139 153 184 204 220 234 248 264 290
January 1965 - L. S e L 100 113 130 143 172 190 206 219 232 247 271
February 1968 100 115 127 152 168 182 194 205 218 240
January 1970 100 110 132 147 158 168 178 190 209
January 1971 100 120 133 144 153 162 173 190
September 1972 100 111 120 128 135 144 158
June 1974 100 108 115 122 130 142
June 1975 100 106 113 120 132
June 1976 100 106 113 124
June 1977 100 107 117
June 1978 100 110
June 1979 100
Cost-of-living
adjustment a77.0 12.5 13.0 7.0 7.0 13.0 15.0 10.0 20.0 11.0 8.0 6.4 5.9 6.5 9.9
(Continued)
Table 2.A19—lllustrative benefit growth: Cumulative effect of statutory and automatic increases
in benefits using a 100 dollar base benefit—Continued
June June June Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec.
Base date 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995
August 1950 799 888 954 987 1,022 1,063 1,067 1,112 1,156 1,211 1,276 1,323 1,363 1,398 1,437 1,475
September 1950 451 502 539 558 577 595 603 628 653 684 721 748 770 790 812 833
September 1952 401 446 479 496 513 529 536 558 581 608 641 665 684 702 722 741
September 1954 355 395 424 439 454 468 474 494 514 538 567 588 606 621 639 655
January 1959 332 369 396 410 424 437 443 462 480 503 530 550 566 581 597 613
January 1965 310 345 370 383 397 409 414 432 449 470 495 514 529 543 558 573
February 1968 274 305 328 339 351 362 367 382 397 416 438 455 468 480 494 507
January 1970 239 265 285 295 305 315 319 332 345 362 381 395 407 418 429 441
January 1971 217 241 259 268 277 286 290 302 314 329 347 359 370 380 390 401
September 1972 181 201 216 223 231 238 241 252 262 274 289 299 308 316 325 334
June 1974 163 181 194 201 208 215 218 227 236 247 260 270 278 285 293 301
June 1975 151 168 180 186 193 199 201 210 218 229 241 250 257 264 271 278
June 1976 142 158 169 175 181 187 189 197 205 215 226 235 242 248 255 262
June 1977 134 149 160 165 171 176 179 186 194 203 214 222 228 234 241 247
June 1978 126 140 150 155 161 166 168 175 182 190 201 208 214 220 226 232
June 1979 114 127 137 141 146 151 153 159 166 173 183 189 195 200 206 21
June 1980 100 1M1 119 124 128 132 134 139 145 152 160 166 171 175 180 185
June 1981 100 107 1M1 115 119 120 125 130 136 144 149 153 157 162 166
June 1982 100 104 107 110 112 117 121 127 134 139 143 147 151 155
December 1983 . 100 104 107 108 113 117 123 129 134 138 142 146 149
December 1984 100 103 104 109 113 118 125 130 133 137 141 144
December 1985 100 101 106 110 115 121 126 129 133 136 140
December 1986 100 104 108 113 120 124 128 131 135 138
December 1987 100 104 109 115 119 123 126 129 133
December 1988 100 105 110 114 118 121 124 128
December 1989 100 105 109 113 116 119 122
December 1990 100 104 107 110 113 116
December 1991 100 103 106 109 M
December 1992 100 103 105 108
December 1993 100 103 105
December 1994 100 103
December 1995 100
Cost-of-living
adjustment 14.3 1.2 7.4 3.5 35 3.1 1.3 4.2 4.0 4.7 54 3.7 3.0 2.6 2.8 2.6
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Table 2.A19—lllustrative benefit growth: Cumulative effect of statutory and automatic increases in
benefits using a 100 dollar base benefit—Continued

Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec. Dec.
Base date 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
August 1950 1,518 1,549 1,570 1,609 1,665 1,708 1,732 1,769 1,817 1,890 1,953 1,997 2,112 2,112 2,112
September 1950 857 875 887 909 941 965 979 999 1,026 1,067 1,102 1,127 1,192 1,192 1,192
September 1952 762 778 788 808 836 858 870 888 912 949 981 1,003 1,061 1,061 1,061
September 1954 674 689 698 715 740 759 770 786 807 839 867 886 937 937 937
January 1959 630 644 652 668 692 710 720 735 754 785 811 829 877 877 877
January 1965 589 601 609 625 646 663 672 687 705 733 758 775 819 819 819
February 1968 521 532 539 553 572 587 595 608 624 649 670 685 724 724 724
January 1970 453 463 469 481 497 510 517 528 543 563 582 595 629 629 629
January 1971 412 421 426 437 452 464 470 480 493 512 529 541 572 572 572
September 1972 343 351 355 364 377 387 392 400 411 428 442 451 477 477 477
June 1974 309 316 320 328 339 348 353 361 370 385 398 406 429 429 429
June 1975 286 292 296 304 314 323 327 334 343 356 368 376 397 397 397
June 1976 269 275 278 285 295 303 307 314 322 335 346 353 373 373 373
June 1977 254 260 263 270 279 286 290 296 304 316 327 334 353 353 353
June 1978 239 244 247 253 262 269 273 278 286 296 306 312 330 330 330
June 1979 217 222 225 230 238 245 248 253 260 269 278 284 300 300 300
June 1980 190 194 197 201 209 214 217 222 227 235 243 248 262 262 262
June 1981 171 174 177 181 188 192 195 199 205 213 220 224 236 236 236
June 1982 159 162 165 169 175 179 182 185 190 197 203 207 219 219 219
December 1983 154 157 159 163 169 173 176 179 184 190 197 201 212 212 212
December 1984 149 152 154 157 163 167 170 173 178 184 190 194 205 205 205
December 1985 144 147 149 153 158 162 164 168 172 179 184 188 198 198 198
December 1986 142 145 147 151 156 160 162 166 170 176 182 186 196 196 196
December 1987 137 139 141 145 150 154 156 159 163 169 174 178 188 188 188
December 1988 131 134 136 139 144 148 150 153 157 163 168 171 180 180 180
December 1989 125 128 130 133 138 141 143 146 150 156 161 164 173 173 173
December 1990 119 121 123 126 131 134 136 139 142 148 152 155 163 163 163
December 1991 115 117 119 122 126 129 131 134 137 142 147 150 158 158 158
December 1992 111 114 115 118 122 125 127 130 133 138 142 145 153 153 153
December 1993 109 1M1 112 115 119 122 124 126 130 135 139 142 150 150 150
December 1994 106 108 109 112 116 119 121 123 126 131 136 138 146 146 146
December 1995 103 105 106 109 113 116 117 120 123 127 131 134 141 141 141
December 1996 100 102 103 106 110 113 114 117 120 124 128 131 138 138 138
December 1997 L 100 101 104 107 110 112 114 117 122 126 128 135 135 135
December 1998 L. 100 103 106 109 110 113 116 120 124 126 133 133 133
December 1999 100 104 106 108 110 113 116 120 123 130 130 130
December 2000 100 103 104 106 109 113 117 119 125 125 125
December 2001 100 101 104 106 110 114 116 122 122 122
December 2002 100 102 105 109 113 115 121 121 121
December 2003 100 103 107 110 112 118 118 118
December 2004 100 104 108 110 116 116 116
December 2005 100 103 105 111 1M1 111
December 2006 100 102 107 107 107
December 2007 100 105 105 105
December 2008 100 100 100
December 2009 100 100
December 2010 100
Cost-of-living
adjustment 2.9 2.1 1.3 b25 3.5 2.6 1.4 21 2.7 4.1 3.3 23 5.8 0.0 0.0

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov/
regulations/index.htm). Social Security Administration, "Cost-of-Living Increase and Other Determinations for 2011; Correction," Federal Register, vol. 75, no. 229
(November 30, 2010).

NOTES: Growth reflects cost-of-living adjustments only. The amounts shown in the are computed using unrounded data, with results rounded to the nearest dollar.
. = not applicable.

a. Average increase in benefits of about 77 percent—from 100 percent at the lowest level to 50 percent at the highest level.

b. The cost-of-living adjustment (COLA) for December 1999 was originally determined to be 2.4 percent, based on the Consumer Price Index (CPI). The underlying CPI
was later recomputed by the Bureau of Labor Statistics; a 2.5 percent COLA would have been consistent with the recomputed CPI. Pursuant to Public Law 106-554,
benefits were calculated and paid in August 2001 and later as if the COLA for December 1999 had been 2.5 percent. Affected beneficiaries received a one-time pay-
ment to cover the shortfall that occurred before August 2001.

CONTACT: (410) 965-0090 or statistics@ssa.gov.
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Table 2.A20—Monthly benefits for retired and disabled workers

Year Percentage
enacted Age of PIA Condition or qualification
Retired worker

1935 65 or older 100 Fully insured. Amount based on cumulative wages.

1939 Amount based on PIA.

1956 Women: 62-64 Reduced 5/9 of 1 percent for each month under age 65.

1961 Men: 62-64 Reduced 5/9 of 1 percent for each month under age 65.

1972 Increased 1/12 of 1 percent for each month between ages 65 and 72 for which no benefits received after 1970 (PIA
based on AMW only). Applicable only to worker whose benefit has not been actuarially reduced.

1977 Increased 1/4 of 1 percent for each month after 1981 and between ages 65 and 72 in which no benefits received.
Requirement for nonreceipt of actuarially reduced benefit removed.

1983 65 and 2 months-67 Beginning in 2000, the age at which 100 percent of PIA is payable will be gradually increased, as follows:

62-66

Applicable PIA payable at age— Applicable to workers who attain age 62 in—

65 and 2 months 2000

65 and 4 months 2001

65 and 6 months 2002

65 and 8 months 2003

65 and 10 months 2004

66 2005-2016
66 and 2 months 2017

66 and 4 months 2018

66 and 6 months 2019

66 and 8 months 2020

66 and 10 months 2021

67 2022 and later

Reduced 5/9 of 1 percent for each of the first 36 months of receipt of benefits immediately preceding the age at
which 100 percent of PIA is payable, plus 5/12 of 1 percent for each of up to 24 earlier months of benefit receipt.

Increased by the following percentage for each month between the age at which 100 percent of PIA is payable and

age 70 in which no benefits are received:

Age 62 in years— Rate of increase
1987-1988 7/24 of 1 percent
1989-1990 8/24 of 1 percent
1991-1992 9/24 of 1 percent
1993-1994 10/24 of 1 percent
1995-1996 11/24 of 1 percent
1997-1998 12/24 of 1 percent
1999-2000 13/24 of 1 percent
2001-2002 14/24 of 1 percent
2003-2004 15/24 of 1 percent
2005 and later 16/24 of 1 percent

Annual rate (percent)
35
4
45
5
55
6
6.5
7
7.5
8

No further increases for months of nonreceipt of benefits after age 70, effective 1984.

Partial offset for receipt of pension based on noncovered employment, phased in over a 5-year period beginning in
1986 for individuals first eligible for Social Security and noncovered pension after 1985 (see Table 2.A11).

(Continued)
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Table 2.A20—Monthly benefits for retired and disabled workers—Continued

Year Percentage
enacted Age of PIA Condition or qualification
Disabled worker

1956 50-64 S Disability insured. Waiting period of 6 calendar months. Reduced by amount of workers’ compensation.

1958 C S Reduction for workers’ compensation eliminated.

1960 Under 50

1965 e L Reduced if benefits plus workers’ compensation exceed 80 percent of the higher of AMW or high 5-year average
taxable earnings in covered employment. Adjusted periodically for rises in wage levels.

1967 L. Ce Reduced if benefits plus workers’ compensation exceed 80 percent of the higher of AMW or high 5-year average
earnings in covered employment, regardless of taxable limit.

1972 C. L. Reduced if benefits plus workers’ compensation exceed 80 percent of the highest of (a) AMW, (b) high 5-year
average earnings or (c) highest annual earnings in the period consisting of year of disability onset and 5 preceding
years in covered employment.

Wiaiting period reduced to 5 full calendar months.
1983 e L Partial offset for receipt of pension based on noncovered employment phased in over a 5-year period beginning in

1986 for individuals first eligible for Social Security and noncovered pension after 1985.

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov/
regulations/index.htm).

NOTE: PIA = primary insurance amount; AMW = average monthly wage; . . . = not applicable.

CONTACT: (410) 965-0090 or statistics@ssa.gov.
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Table 2.A21—Monthly benefits for spouses and children of retired and disabled workers

Percentage
Year enacted Age of PIA Condition or qualification
Wife
1939 65 or older 50 Fully insured.
1956 62-64 Reduced 25/36 of 1 percent for each month under age 65.
1967 Maximum $105.
1969 Maximum eliminated.
1977 Reduced by full amount of pension payable based on own earnings in noncovered governmental employment
(noncovered pension offset). Reduction does not apply if eligible for such pension before December 1982.
1983 Noncovered pension offset not applicable if first eligible for such pension before July 1983 and dependent. Reduced
by only two-thirds of such pension if first eligible for it after June 1983.
65 and Beginning in 2000, the age at which 50 percent of PIA is payable will be gradually increased (see Table 2.A20).
2 months—67
62-66 Reduced 25/36 of 1 percent for each of the first 36 months under the age at which 50 percent of PIA is payable, plus
5/12 of 1 percent for each of up to 24 earlier months of benefit receipt.
1984 Noncovered pension offset limited to two-thirds of such pension.
Divorced wife
1965 65 or older Fully insured. Dependent. Married 20 years. Not counted toward family maximum.
62-64 Reduced 25/36 of 1 percent for each month under age 65.
1967 Maximum $105.
1969 Maximum eliminated.
1972 Dependency requirement eliminated.
1977 Married 10 years.
Reduced by full amount of pension payable based on own earnings in noncovered governmental employment
(noncovered pension offset). Reduction does not apply if eligible for such pension before December 1982 and
married 20 years.
1983 Noncovered pension offset not applicable if first eligible for such pension before July 1983 and dependent. Reduced
by only two-thirds of such pension if first eligible for it after June 1983.
Can be independently entitled to benefits if divorced for 2 years or more (after marriage of 10 or more years) and
worker could be entitled to benefits if he applied. Effective with benefits for months after December 1984.
65 and Beginning in 2000, the age at which 50 percent of PIA is payable will be gradually increased (see Table 2.A20).
2 months—67
62-66 Reduced 25/36 of 1 percent for each of the first 36 months under the age at which 50 percent of PIA is payable, plus
5/12 of 1 percent for each of up to 24 earlier months of benefit receipt.
1984 Noncovered pension offset limited to two-thirds of such pension.
Wife (mother)
1950 Under 65 Fully insured. Caring for eligible child.
1965 Eligible child excludes student aged 18-21.
1967 Maximum $105.
1969 Maximum eliminated.
1977 Reduced by full amount of pension payable based on own earnings in noncovered governmental employment
(noncovered pension offset). Reduction does not apply if eligible for such pension before December 1982.
1981 Eligible child excludes nondisabled child aged 16-17.
1983 Noncovered pension offset not applicable if first eligible for such pension before July 1983 and dependent. Reduced
by only two-thirds of such pension if first eligible for it after June 1983.
1984 Noncovered pension offset limited to two-thirds of such pension.

(Continued)
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Table 2.A21—Monthly benefits for spouses and children of retired and disabled workers—Continued

Percentage
Year enacted Age of PIA Condition or qualification
Child
1939 Under 18 S Fully insured. 2
1965 18-21 o Full-time student.
1972 L L Benefits extended to end of quarter or semester in which 22nd birthday occurs while undergraduate student.
Includes grandchild under certain circumstances.
1981 18-22 S Student benefits eliminated (to be phased out gradually for those entitled before May 1982), except for elementary
or secondary school students under age 19.
1996 L L Stepchildren must be dependent on worker.
Disabled child
1956 18 or older S Fully insured. @ Disabled before age 18.
1972 . . Disabled before age 22.
Includes grandchild under certain circumstances.
Husband
1950 65 or older 50 Fully and currently insured. Dependent.
1961 62-64 L. Reduced 25/36 of 1 percent for each month under age 65.
1967 L L Currently insured requirement eliminated. Maximum $105.
1969 o o Maximum eliminated.
1977 L. L Dependency requirement eliminated.
Reduced by full amount of pension payable based on own earnings in noncovered governmental employment
(noncovered pension offset). Reduction does not apply if eligible for such pension before December 1982 and
dependent.
1983 L. L Noncovered pension offset provision not applicable if first eligible for such pension before July 1983 and dependent.
Reduced by only two-thirds of such pension if first eligible for it after June 1983.
65 and s Beginning in 2000, the age at which 50 percent of PIA is payable will be gradually increased (see Table 2.A20).
2 months—67
62-66 L Reduced 25/36 of 1 percent for each of the first 36 months under the age at which 50 percent of PIA is payable, plus
5/12 of 1 percent for each of up to 24 earlier months of benefit receipt.
1984 L L Noncovered pension offset limited to two-thirds of such pension.
Divorced husband
19770 65 or older o Fully insured. Married 10 years. Not counted toward family maximum.
62-64 L. Reduced 25/36 of 1 percent for each month under age 65.
Reduced by full amount of pension payable based on own earnings in noncovered governmental employment
(noncovered pension offset).
1983 S S Noncovered pension offset not applicable if first eligible for such pension before July 1983 and dependent. Reduced
by only two-thirds of such pension if first eligible after June 1983.
Can be independently entitled to benefits if divorced for 2 years or more (after marriage of 10 or more years) and
worker could be entitled to benefits if she applied. Effective with benefits for months after December 1984.
65 and L. Beginning in 2000, the age at which 50 percent of PIA is payable will be gradually increased (see Table 2.A20).
2 months—67
62-66 L Reduced 25/36 of 1 percent for each of the first 36 months under the age at which 50 percent of PIA is payable, plus
5/12 of 1 percent for each of up to 24 earlier months of benefit receipt.
1984 L L Noncovered pension offset limited to two-thirds of such pension.

(Continued)
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Table 2.A21—Monthly benefits for spouses and children of retired and disabled workers—Continued

Percentage
Year enacted Age of PIA Condition or qualification
Husband (father)
1978 © Under 65 L. Fully insured. Caring for eligible child. Reduced by full amount of pension payable based on own earnings in
noncovered governmental employment (noncovered pension offset).
1981 L L Eligible child excludes nondisabled child aged 16-17.
1983 S L Noncovered pension offset not applicable if first eligible for such pension before July 1983 and dependent. Reduced
by only two-thirds of such pension if first eligible for it after June 1983.
1984 S L Noncovered pension offset limited to two-thirds of such pension.

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov/
regulations/index.htm).

NOTE: PIA = primary insurance amount; . . . = not applicable.

a. Under the Act of 1939, generally not available to child of married female worker. Under the Act of 1950, available if female worker is fully and currently insured. Cur-
rently insured requirement eliminated by the Act of 1967.

b. Northern District of California District Court decision in Oliver v. Califano, June 24, 1977. Statutory change enacted in 1983.

c. Eastern District of Pennsylvania District Court decision in Cooper v. Califano, December 29, 1978. Statutory change enacted in 1983.

CONTACT: (410) 965-0090 or statistics@ssa.gov.
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Table 2.A22—Monthly benefits for survivors of deceased workers

Year Percentage
enacted Age of PIA Condition or qualification
Widow
1939 65 or older 75 Fully insured.
1956 62-64
1961 S 82.5
1965 60-61 L Reduced 5/9 of 1 percent for each month under age 62.
1972 65 or older 100 Limited, if husband retired before age 65, to amount husband would be receiving if still living, but not less than
82 1/2 percent of PIA.
60-64 L. Reduced 19/40 of 1 percent each month under age 65. In addition, for a widow aged 62—-64 whose husband
retired before age 65 limited to amount he would be receiving if still living, but not less than 82 1/2 percent of
PIA.
1977 L L Increased by any delayed retirement credit husband would be receiving.
Reduced by full amount of pension payable based on own earnings in noncovered governmental employment
(noncovered pension offset). Reduction does not apply if eligible for such pension before December 1982.
1983 L. L. Noncovered pension offset not applicable if first eligible for such pension before July 1983 and dependent.
Reduced by only two-thirds of such pension if first eligible for it after June 1983.
65 and 2 months—67 s Beginning in 2000, the age at which 100 percent of PIA is payable will be gradually increased, as follows:
Applicable PIA payable at age— Applicable to widows who attain age 60 in—
65 and 2 months 2000
65 and 4 months 2001
65 and 6 months 2002
65 and 8 months 2003
65 and 10 months 2004
66 2005-2016
66 and 2 months 2017
66 and 4 months 2018
66 and 6 months 2019
66 and 8 months 2020
66 and 10 months 2021
67 2022 and later
60-66 L The percent of reduction for each month depends on the age at which 100 percent of PIA is payable. The
percentage is adjusted so that the total reduction, in equal monthly steps, is always 28 1/2 percent at age 60.
1984 L L Noncovered pension offset limited to two-thirds of such pension.
Disabled widow
1967 50-59 82.5 Fully insured. Reduced 13 1/3 percent, plus 43/198 of 1 percent for each month under age 60. Includes
divorced wife, dependent and married 20 years.
1972 L. 100 Reduced 28 1/2 percent, plus 43/240 of 1 percent for each month under age 60.
1977 L L Increased by any delayed retirement credit husband would be receiving.
Reduced by full amount of pension payable based on own earnings in noncovered governmental employment
(noncovered pension offset). Reduction does not apply if eligible for such pension before December 1982.
1983 . e Noncovered pension offset not applicable if first eligible for such pension before July 1983 and dependent.
Reduced by only two-thirds of such pension if first eligible for it after June 1983.
Additional reduction for each month under age 60 eliminated.
1984 L L. Noncovered pension offset limited to two-thirds of such pension.
Surviving divorced wife
1965 60 or older 82.5 Fully insured. Dependent. Married 20 years. Not counted toward family maximum. Reduced 5/9 of 1 percent
for each month under age 62.
1972 65 or older 100 Limited, if former husband retired before age 65, to amount he would be receiving if still living, but not less
than 82 1/2 percent of PIA.
60-64 L Reduced 19/40 of 1 percent for each month under age 65. In addition, for widow aged 62—-64 whose former

husband retired before age 65, limited to amount he would be receiving if still living, but not less than
82 1/2 percent of PIA.

(Continued)
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Table 2.A22—Monthly benefits for survivors of deceased workers—Continued

Year Percentage
enacted Age of PIA Condition or qualification
Surviving divorced wife (cont.)

1977 Dependency requirement eliminated.
Increased by any delayed retirement increment former husband would be receiving.
Married 10 years.
Reduced by full amount of pension payable based on own earnings in noncovered governmental employment
(noncovered pension offset). Reduction does not apply if eligible for such pension before December 1982 and
married 20 years.

1983 Noncovered pension offset provision not applicable if first eligible for such pension before July 1983 and
dependent. Reduced by only two-thirds of such pension if first eligible for it after June 1983.

65 and 2 months—67 Beginning in 2000, the age at which 100 percent of PIA is payable will be gradually increased (see Widow).
60-66 The percent of reduction for each month depends on the age at which 100 percent of PIA is payable. The

percentage is adjusted so that the total reduction, in equal monthly steps, is always 28 1/2 percent at age 60.

1984 Noncovered pension offset limited to two-thirds of such pension.

Disabled surviving divorced wife

1967 50-59 82.5 Fully insured. Dependent. Married 20 years. Not counted toward family maximum. Reduced 13 1/3 percent,
plus 43/198 of 1 percent for each month under age 62.

1972 100 Reduced 28 1/2 percent, plus 43/240 of 1 percent for each month under age 60.
Dependency requirement eliminated.

1977 Increased by any delayed retirement increment husband (or former husband) would be receiving.
Married 10 years.
Reduced by full amount of pension payable based on own earnings in noncovered governmental employment
(noncovered pension offset). Reduction does not apply if eligible for such pension before December 1982 and
married 20 years.

1983 Noncovered pension offset not applicable if first eligible for such pension before July 1983 and dependent.
Reduced by only two-thirds of such pension if first eligible for it after June 1983.
Additional reduction for each month under age 60 eliminated.

1984 Noncovered pension offset limited to two-thirds of such pension.

Widowed mother

1939 Under 65 75 Fully or currently insured. Caring for eligible child.

1965 Eligible child excludes student over age 18.

1977 Reduced by full amount of pension payable based on own earnings in noncovered governmental employment
(noncovered pension offset). Reduction does not apply if eligible for such pension before December 1982.

1981 Eligible child excludes nondisabled child aged 16-17.

1983 Noncovered pension offset not applicable if first eligible for such pension before July 1983 and dependent.
Reduced by only two-thirds of such pension if first eligible for it after June 1983.

1984 Noncovered pension offset limited to two-thirds of such pension.

Surviving divorced mother

1950 Under 65 75 Fully or currently insured. Caring for eligible child. Dependent. Not counted toward family maximum.

1965 Eligible child excludes student over age 18.

1972 Dependency requirement eliminated.

1977 Reduced by full amount of pension payable based on own earnings in noncovered governmental employment
(noncovered pension offset). Reduction does not apply if eligible for such pension before December 1982.

1981 Eligible child excludes nondisabled child aged 16-17.

1983 Noncovered pension offset not applicable if first eligible for such pension before July 1983 and dependent.
Reduced by only two-thirds of such pension if first eligible for it after June 1983.

1984 Noncovered pension offset limited to two-thirds of such pension.

(Continued)

Annual Statistical Supplement, 2011 ¢ 2.45



2.A OASDI: Benefit Types and Levels

Table 2.A22—Monthly benefits for survivors of deceased workers—Continued

Year Percentage
enacted Age of PIA Condition or qualification
Child
1939 Under 18 50 Fully or currently insured. 2 Student aged 16-17.
1946 L S Student requirement eliminated.
1950 L L Plus 25 percent of PIA divided among the children.
1960 L 75 Additional 25 percent of PIA eliminated.
1965 S S Full-time student.
1972 L L Benefits extended to end of quarter or semester in which 22nd birthday occurs while undergraduate student.
Includes grandchild under certain circumstances.
1981 18-22 L. Student category eliminated (to be phased out gradually for those entitled before May 1982), except for
elementary or secondary school students under age 19.
1996 L L. Stepchildren must be dependent on worker.
Disabled child
1956 18 or older 50 Fully or currently insured. @ Disabled before age 18. Plus 25 percent of PIA divided among the children.
1960 S 75 Additional 25 percent of PIA eliminated.
1972 L L. Disabled before age 22.
Includes grandchild under certain circumstances.
Parent
1939 65 or older 50 Fully insured. Dependent. No surviving widow or child under age 18.
1946 L L. No surviving eligible widow or child.
1950 Ce 75
1956 62-64 c Women.
1958 S S No-other-survivor requirement eliminated.
1961 62 or older 82.5 75 percent each if two parents.
Widower
1950 65 or older 75 Fully and currently insured. Dependent.
1961 62 or older 82.5
1967 S S Currently insured requirement eliminated.
1972 65 or older 100 Limited, if wife retired before age 65, to amount wife would be receiving if still living, but not less than
82 1/2 percent of PIA.
60-64 S Reduced 19/40 of 1 percent for each month under age 65. In addition, for a widower aged 62—64 whose wife
retired before age 65, limited to amount she would be receiving if still living, but not less than 82 1/2 percent of
PIA.
1977 L L Dependency requirement eliminated.
Increased by any delayed retirement increment wife would be receiving.
Reduced by full amount of pension payable based on own earnings in noncovered governmental employment
(noncovered pension offset). Reduction does not apply if eligible for such pension before December 1982,
dependent, and not remarried before age 60.
1983 S L. Noncovered pension offset not applicable if first eligible for such pension before July 1983 and dependent.
Reduced by only two-thirds of such pension if first eligible for it after June 1983.
65 and 2 months—67 o Beginning in 2000, the age at which 100 percent of PIA is payable will be gradually increased (see Widow).
60-66 L. The percent of reduction for each month depends on the age at which 100 percent of PIA is payable. The
percentage is adjusted so that the total reduction, in equal monthly steps, is always 28 1/2 percent at age 60.
1984 L. L. Noncovered pension offset limited to two-thirds of such pension.

(Continued)
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Table 2.A22—Monthly benefits for survivors of deceased workers—Continued

Year
enacted

Age

Percentage
of PIA

Condition or qualification

1967

1972

1977

1983

1984

1980 P

1983

1984

1980 °

1983

1984

50-61

50-59

65 or older

60-64

65 and 2 months—-67
60-66

50-59

Under 65

82.5

100

100

100

75

Disabled widower

Fully insured. Dependent. Reduced 5/9 of 1 percent per month between ages 60-62, plus 43/198 of 1 percent
for each month under age 60.

Reduced 28 1/2 percent, plus 43/240 of 1 percent for each month under age 60. Disability requirement
eliminated for ages 60-61.

Dependency requirement eliminated.

Increased by any delayed retirement increment wife would be receiving.

Reduced by full amount of pension payable based on own earnings in noncovered governmental employment
(noncovered pension offset). Reduction does not apply if eligible for such pension before December 1982,
dependent, and not remarried before age 60.

Noncovered pension offset not applicable if first eligible for such pension before July 1983 and dependent.
Reduced by only two-thirds of such pension if first eligible for it after June 1983.

Additional reduction for each month under age 60 eliminated.
Noncovered pension offset limited to two-thirds of such pension.

Surviving divorced husband

Fully insured. Married 10 years. Increased by any delayed retirement credit former wife would be receiving.
Limited, if former wife retired before age 65, to amount she would be receiving if still living, but not less than
82 1/2 percent of PIA. Not counted toward family maximum. Reduced by full amount of pension payable
based on own earnings in noncovered governmental employment (noncovered pension offset).

Reduced 19/40 of 1 percent for each month under age 65. In addition, for a widower aged 62—-64 whose wife
retired before age 65, limited to amount she would be receiving if still living, but not less than 82 1/2 percent of
PIA.

Noncovered pension offset provision not applicable if first eligible for such pension before July 1983 and
dependent. Reduced by only two-thirds of such pension if first eligible for it after June 1983.

Beginning in 2000, the age at which 100 percent of PIA is payable will be gradually increased (see Widow).

The percent of reduction for each month depends on the age at which 100 percent of PIA is payable. The
percentage is adjusted so that the total reduction, in equal monthly steps, is always 28 1/2 percent at age 60.

Noncovered pension offset limited to two-thirds of such pension.

Disabled surviving divorced husband

Fully insured. Married 10 years. Increased by any delayed retirement credit former wife would be receiving.
Reduced 28 1/2 percent, plus 43/240 of 1 percent for each month under age 60. Not counted toward family
maximum. Reduced by full amount of pension payable based on own earnings in noncovered employment
(noncovered pension offset).

Noncovered pension offset provision not applicable if first eligible for such pension before July 1983 and
dependent. Reduced by only two-thirds of such pension if first eligible for it after June 1983.

Additional reduction for each month under age 60 eliminated.
Noncovered pension offset limited to two-thirds of such pension.

Widowed father

Fully or currently insured. Caring for eligible child under age 18.

Reduced by full amount of pension payable based on own earnings in noncovered governmental employment
(noncovered pension offset). Reduction does not apply if eligible for such pension before December 1982.

Eligible child excludes nondisabled child aged 16-17.

Noncovered pension offset provision not applicable if first eligible for such pension before July 1983 and
dependent. Reduced by only two-thirds of such pension if first eligible for it after June 1983.

Noncovered pension offset to two-thirds of such pension.

(Continued)

Annual Statistical Supplement, 2011 ¢ 2.47



2.A OASDI: Benefit Types and Levels

Table 2.A22—Monthly benefits for survivors of deceased workers—Continued

Year Percentage
enacted Age of PIA Condition or qualification
Surviving divorced father

19799 Under 65 75 Fully or currently insured. Caring for eligible child under age 18. Reduced by full amount of pension payable
based on own earnings in noncovered governmental employment (noncovered pension offset).

1981 L L Eligible child excludes nondisabled child aged 16-17.

1983 L. L. Noncovered pension offset provision not applicable if first eligible for such pension before July 1983 and
dependent. Reduced by only two-thirds of such pension if first eligible for it after June 1983.

1984 L L Noncovered pension offset limited to two-thirds of such pension.

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov/
regulations/index.htm).

NOTE: PIA = primary insurance amount; . . . = not applicable.

a. Under the Act of 1939, generally not available to child of married female worker. Under the Act of 1950, available if female worker is fully and currently insured; cur-
rently insured requirement eliminated by the Act of 1967.

Oregon District Court decision in Ambrose v. Harris, July 17, 1980. Statutory change enacted in 1983.

Supreme Court decision in Weinberger v. Wiesenfeld, March 19, 1975. Statutory change enacted in 1983.

d. Western District Court decision in Yates v. Califano, January 28, 1979. Statutory change enacted in 1983.

oo
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Table 2.A23—Monthly benefits for transitionally insured workers and their spouses and surviving spouses,
aged 72 before 1969

Type of benefit | Effective date | Amount

Enacted in 1965

Worker September 1965 $35.00
October 1966 Same as benefit for individual receiving special age-72 benefits (see Table 2.A24)
Wife September 1963 One-half of worker’s benefit
Widow September 1963 Same as worker’s benefit
Enacted in 1983
Husband May 1983 One-half of worker’s benefit
Widower May 1983 Same as worker’s benefit

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov/
regulations/index.htm).

CONTACT: (410) 965-0090 or statistics@ssa.gov.
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Table 2.A24—Monthly benefits for individuals and couples insured for special age-72
(Prouty) benefits

Amount @ (dollars)

Year enacted Effective date Age Individual | Couple
1966 October 1966 72 35.00 52.50
1967 February 1968 e 40.00 60.00
1969 January 1970 e 46.00 69.00
1971 January 1971 e 48.30 72.50
1972° September 1972 e 58.00 87.00
1973 ¢ June-December 1974 e 61.50 92.30
1973 ¢ March 1974 . 62.10 93.20

June 1974 e 64.40 96.60

June 1975 . 69.50 104.40

June 1976 . 74.10 111.20

June 1977 o 78.50 117.80

June 1978 o 83.70 125.60

June 1979 S 92.00 138.10

June 1980 S 105.20 157.90

June 1981 . 117.00 175.70

June 1982 e 125.60 188.60
1983 € December 1983 . 129.90

December 1984 . 134.40

December 1985 S 138.50

December 1986 o 140.30

December 1987 A 146.10

December 1988 S 151.90

December 1989 S 159.00
_____________________________________________________________ (Continued)
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Table 2.A24—Monthly benefits for individuals and couples insured for special age-72
(Prouty) benefits—Continued

Amount @ (dollars)

Year enacted Effective date Age Individual | Couple
1990 December 1990 72 before 1972 f 167.50
December 1991 S 173.60
December 1992 S 178.80
December 1993 S 183.40
December 1994 L. 188.50
December 1995 L. 193.40
December 1996 S 199.00
December 1997 S 203.10
December 1998 S 205.70
December 1999 9 - 210.80
December 2000 S 218.10
December 2001 S 223.70
December 2002 S 226.80
December 2003 S 231.50
December 2004 S 237.70
December 2005 S 247.40
December 2006 S 255.50
December 2007 S 261.30
December 2008 Ce 276.40
December 2009 Ce 276.40
December 2010 e 276.40

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov/
regulations/index.htm). Social Security Administration, "Cost-of-Living Increase and Other Determinations for 2011; Correction," Federal Register, vol. 75, no. 229
(November 30, 2010).

NOTE: ... = not applicable.

a. Monthly benefit reduced by amount of any government pension excluding workers’ compensation benefits and veterans’ compensation for service-connected
disability or death. Not available for persons receiving assistance.

Provision for future automatic cost-of-living adjustments (COLAs).

Suspended by legislation in 1973.

Beginning June 1975, subject to automatic COLAs. Benefits no longer available to persons receiving payments under the Supplemental Security Income program.
Separate rate for couples eliminated. Rate for individuals applied to all beneficiaries.

Effective for applications after November 5, 1990.

The COLA for December 1999 was originally determined to be 2.4 percent, based on the Consumer Price Index (CPI). The underlying CPI was later recomputed by
the Bureau of Labor Statistics; a 2.5 percent COLA would have been consistent with the recomputed CPI. Pursuant to Public Law 106-554, benefits were calculated
and paid in August 2001 and later as if the COLA for December 1999 had been 2.5 percent. Affected beneficiaries received a one-time payment to cover the shortfall
that occurred before August 2001.

e~ paoyo
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Table 2.A25—Lump-sum benefits and vocational rehabilitation services, by type of benefit

Year enacted | Provision

Lump-sum refund

1935 Persons not insured at age 65 eligible for lump-sum refund equal to 3.5 percent of cumulative wage credits.
1939 Lump-sum refund eliminated.

Lump-sum death payment

1935 Under age 65: 3.5 percent of cumulative wage credits. Aged 65 or older and fully insured: 3.5 percent of cumulative wage credits, less monthly benefits
received.

1939 Fully and currently insured: 6 times PIA if no survivor eligible for monthly benefits.

1950 3 times PIA for all deaths.

1954 3 times PIA with maximum of $255.

1981 Payable only to a widow or widower who was living with the worker at time of the death or to a widow, widower, or children eligible for monthly benefits.?

Vocational rehabilitation services
1965 Available to selected disabled individuals. Costs of services payable from OASDI trust funds to state vocational rehabilitation agencies. Reimbursement
in any year may not exceed 1 percent of the total amount of OASDI disability benefits disbursed in the prior year.
1972 Maximum annual reimbursement increased to 1.25 percent for fiscal year ending June 30, 1973, and 1.50 percent thereafter.

1981 Reimbursement from trust funds for cost of rehabilitation services made if the services result in the disabled individual’s return to work (performance of
substantial gainful activity for 9 consecutive months).

1999 Enhancements including expanded beneficiary choice of service providers and extended health care for beneficiaries who return to work.

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov/
regulations/index.htm).

NOTE: OASDI = Old-Age, Survivors, and Disability Insurance; PIA = Primary Insurance Amount.

a. The amount of the lump sum is effectively fixed at $255 because of increases in the pre-1981 PIA. The 1981 legislation eliminating the minimum PIA is not applicable
to the calculation of the lump-sum death payment.

CONTACT: (410) 965-0090 or statistics@ssa.gov.
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Table 2.A26—Monthly benefit amount for selected beneficiary families with first eligibility in 2010, by average
indexed monthly earnings for stipulated yearly wage levels, effective December 2010 (in dollars)

Federal 75 percent 150 percent Maximum
minimum of average Average of average taxable
Beneficiary family wage 2 wage wage b wage earnings ©
Retired-worker families ¢
Average indexed monthly earnings 1,443.00 2,583.00 3,444.00 5,166.00 7,949.00
Primary insurance amount 903.10 1,267.90 1,543.40 1,995.90 2,413.30
Maximum family benefit 1,354.60 2,262.80 2,818.40 3,492.80 4,223.20
Monthly benefit amount for retired worker claiming benefits at age 62
Worker alone 677.00 950.00 1,157.00 1,496.00 1,809.00
Worker with spouse claiming benefits at—
Full retirement age or older © 1,128.00 1,583.00 1,928.00 2,493.00 3,015.00
Age 62 993.00 1,393.00 1,697.00 2,194.00 2,653.00
Survivor families
Average indexed monthly earnings 1,223.00 2,583.00 3,444.00 5,166.00 8,557.00
Primary insurance amount 832.70 1,267.90 1,543.40 1,995.90 2,504.50
Maximum family benefit 1,249.00 2,262.80 2,818.40 3,492.80 4,382.80
Monthly benefit amount for survivor of worker deceased at age 40
1 surviving child 624.00 950.00 1,157.00 1,496.00 1,878.00
Widowed mother or father and 1 child 1,248.00 1,900.00 2,314.00 2,992.00 3,756.00
Widowed mother or father and 2 children 1,248.00 2,262.00 2,817.00 3,492.00 4,380.00
Disabled-worker families 9
Average indexed monthly earnings 1,294.00 2,583.00 3,444.00 5,166.00 8,430.00
Primary insurance amount 855.40 1,267.90 1,543.40 1,995.90 2,485.50
Maximum family benefit " 1,099.90 1,901.80 2,315.10 2,993.80 3,728.20
Monthly benefit amount for disabled worker age 50
Worker alone 855.00 1,267.00 1,543.00 1,995.00 2,485.00
Worker, spouse, and 1 child 1,099.00 1,899.00 2,313.00 2,991.00 3,727.00

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov/
regulations/index.htm). Social Security Administration, "Cost-of-Living Increase and Other Determinations for 2011; Correction," Federal Register, vol. 75, no. 229

(November 30, 2010).

a. Annual earnings are calculated by multiplying the federal minimum wage by 2,080 hours (see Table 3.B3). Increases in the minimum wage during the year are

prorated.
See Table 2.A8.
See Table 2.A9.

semopaoo

Assumes the worker began to work at age 22, retired at age 62 in 2010 with maximum reduction, and had no prior period of disability.

The full retirement age is the earliest age at which an unreduced spousal benefit is payable.

Assumes the deceased worker began to work at age 22, died in 2010 at age 40, had no earnings in that year, and had no prior period of disability.

Assumes the worker began to work at age 22, became disabled at age 50 in 2010, had no earnings in that year, and had no prior period of disability.

The Amendments of 1980 to the Social Security Act provide for a different family maximum amount in disability cases. For disabled workers entitled after June 1980,

the maximum is the smaller of (1) 85 percent of the worker’s average indexed monthly earnings (or 100 percent of the primary insurance amount, if larger) or

(2) 150 percent of the primary insurance amount.

CONTACT: (410) 965-0090 or statistics@ssa.gov.
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Table 2.A27—Minimum and maximum monthly retired-worker benefits payable to individuals who retired at
age 62, by year they attained age 62, 1957-2011 (in dollars)

Minimum benefit payable Maximum benefit payable
Effective At retirement Effective December 2010 ©
Year @ At retirement December 2010 © Men | Women Men Women
1957 24.00 380.10 - 86.80 e 937.70
1958 24.00 380.10 Ce 86.80 S 937.70
1959 26.40 380.10 S 92.80 S 937.70
1960 26.40 378.50 S 95.20 S 961.80
1961 26.40 376.50 e 96.00 ce 968.70
1962 32.00 375.20 93.60 96.80 944.70 977.30
1963 32.00 373.40 94.40 97.60 951.30 983.90
1964 32.00 373.40 95.20 98.40 957.40 990.20
1965 35.20 373.00 102.80 105.40 962.70 988.20
1966 35.20 369.70 102.80 106.20 959.50 991.60
1967 35.20 367.60 105.40 108.80 980.80 1,011.80
1968 ©44.00 362.70 ©121.00 ©124.80 985.70 1,018.10
1969 44.00 359.20 124.80 128.40 1,007.20 1,036.70
1970 51.20 354.10 146.80 151.90 1,016.90 1,051.90
1971 56.40 349.40 163.60 170.50 1,015.20 1,059.00
1972 56.40 344.40 167.10 172.90 1,023.50 1,058.80
1973 67.60 339.70 207.60 212.90 1,042.50 1,070.20
1974 67.60 334.20 217.00 219.70 1,074.70 1,087.60
1975 75.10 329.80 253.10 253.10 1,112.60 1,112.60
1976 81.20 325.90 285.60 285.60 1,148.80 1,148.80
1977 86.40 323.50 319.40 319.40 1,199.30 1,199.30
1978 91.50 322.00 354.60 354.60 1,254.30 1,254.30
1979 97.60 323.30 d388.90 d388.90 1,292.00 1,292.00
1980 97.60 293.80 4402.80 4 402.80 1,217.40 1,217.40
1981 97.60 256.60 432.00 432.00 1,141.80 1,141.80
1982 e e 474.60 474.60 1,128.40 1,128.40
1983 e e 526.40 526.40 1,164.90 1,164.90
1984 e e 559.40 559.40 1,196.30 1,196.30
1985 € e 591.30 591.30 1,222.30 1,222.30
1986 e e 630.50 630.50 1,264.00 1,264.00
1987 € e 662.10 662.10 1,310.40 1,310.40
1988 e e 686.70 686.70 1,304.50 1,304.50
1989 € e 734.00 734.00 1,340.40 1,340.40
1990 e e 774.60 774.60 1,351.40 1,351.40
1991 e e 810.00 810.00 1,340.60 1,340.60
1992 e e 854.10 854.10 1,363.70 1,363.70
1993 e e 893.60 893.60 1,385.30 1,385.30
1994 e e 948.00 948.00 1,432.40 1,432.40
1995 e e 965.90 965.90 1,419.90 1,419.90
1996 e € 999.90 999.90 1,432.60 1,432.60
1997 e e 1,049.10 1,049.10 1,461.00 1,461.00
1998 e € 1,109.60 1,109.60 1,513.50 1,513.50
1999 e e 1,183.60 1,183.60 f1,593.70 f1,593.70

(Continued)
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2.A OASDI: Benefit Types and Levels

Table 2.A27—Minimum and maximum monthly retired-worker benefits payable to individuals who retired at
age 62, by year they attained age 62, 1957-2011 (in dollars)—Continued

Minimum benefit payable Maximum benefit payable
Effective At retirement Effective December 2010 ©

Year @ At retirement December 2010 © Men | Women Men Women
2000 e e 1,241.70 1,241.70 1,631.20 1,631.20
2001 € € 1,307.30 1,307.30 1,659.20 1,659.20
2002 e e 1,375.30 1,375.30 1,701.50 1,701.50
2003 € € 1,404.30 1,404.30 1,713.50 1,713.50
2004 e e 1,414.80 1,414.80 1,690.80 1,690.80
2005 e e 1,444.90 1,444.90 1,681.50 1,681.50
2006 e e 1,522.50 1,522.50 1,702.10 1,702.10
2007 e e 1,589.40 1,589.40 1,720.20 1,720.20
2008 e e 1,672.70 1,672.70 1,769.70 1,769.70
2009 e e 1,759.70 1,759.70 1,759.70 1,759.70
2010 € € 1,809.90 1,809.90 1,809.90 1,809.90
2011 e e 1,793.60 1,793.60

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov/
regulations/index.htm). Social Security Administration, "Cost-of-Living Increase and Other Determinations for 2011; Correction," Federal Register, vol. 75, no. 229
(November 30, 2010).

NOTES: Benefit first available at age 62 to female workers effective November 1956 and to male workers effective August 1961.

. = not applicable.

a. Assumes the worker began to work at age 22, retired at the beginning of the year, had no prior disability, and received the maximum reduction. Through 1999, the
assumed reduction was 36 months at 5/9 of 1 percent per month, or 20 percent. In 2000, with the increase in the full retirement age (FRA) to 65 and 2 months, the
reduction increased to 20.008333 percent (see Tables 2.A17.1 and 2.A20). In 2001, the FRA increased to 65 and 4 months for a maximum reduction of

21.666667 percent. In 2002, the FRA increased to 65 and 6 months for a maximum reduction of 22.5 percent. In 2003, the FRA increased to 65 and 8 months for a

maximum reduction of 23.333333 percent. In 2004, the FRA increased to 65 and 10 months for a maximum reduction of 24.16667 percent. In 2005, the FRA

increased to 66 for a maximum reduction of 25 percent.

Final benefit amount payable after Supplementary Medical Insurance (SMI) premium or any other deduction is rounded to next lower $1.

Effective February 1968.

Derived from transitional guarantee computation based on primary insurance amount (PIA) table of 1978.

In 1981, legislation eliminated the minimum PIA for workers who attain age 62 in 1982 or later. (The minimum is retained until 1991 for members of religious orders

who were under a vow of poverty, provided that the order had elected Social Security coverage before December 29, 1981.)

f.  The cost-of-living adjustment (COLA) for December 1999 was originally determined to be 2.4 percent, based on the Consumer Price Index (CPI). The underlying CPI
was later recomputed by the Bureau of Labor Statistics; a 2.5 percent COLA would have been consistent with the recomputed CPI. Pursuant to Public Law 106-554,
benefits were calculated and paid in August 2001 and later as if the COLA for December 1999 had been 2.5 percent. Affected beneficiaries received a one-time pay-
ment to cover the shortfall that occurred before August 2001.

sooo
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2.A OASDI: Benefit Types and Levels

Table 2.A28—Minimum and maximum monthly retired-worker benefits payable to individuals who retired at
age 65, by year they attained age 65, 1940-2011 (in dollars)

Minimum benefit payable Maximum benefit payable
Effective At retirement Effective December 2010 °
Year @ At retirement December 2010 P Men | Women Men Women
1940 10.00 403.40 41.20 41.20 782.20 782.20
1941 10.00 403.40 41.60 41.60 782.20 782.20
1942 10.00 403.40 42.00 42.00 791.50 791.50
1943 10.00 403.40 42.40 42.40 791.50 791.50
1944 10.00 403.40 42.80 42.80 791.50 791.50
1945 10.00 403.40 43.20 43.20 800.10 800.10
1946 10.00 403.40 43.60 43.60 809.80 809.80
1947 10.00 403.40 44.00 44.00 817.30 817.30
1948 10.00 403.40 44.40 44.40 817.30 817.30
1949 10.00 403.40 44.80 44.80 825.60 825.60
1950 10.00 403.40 45.20 45.20 835.80 835.80
1951 20.00 403.40 68.50 68.50 835.80 835.80
1952 20.00 403.40 68.50 68.50 835.80 835.80
1953 25.00 403.40 85.00 85.00 923.50 923.50
1954 25.00 403.40 85.00 85.00 923.50 923.50
1955 30.00 403.40 98.50 98.50 923.50 923.50
1956 30.00 403.40 103.50 103.50 975.70 975.70
1957 30.00 403.40 108.50 108.50 1,019.90 1,019.90
1958 30.00 403.40 108.50 108.50 1,019.90 1,019.90
1959 33.00 403.40 116.00 116.00 1,019.90 1,019.90
1960 33.00 403.40 119.00 119.00 1,045.50 1,045.50
1961 33.00 403.40 120.00 120.00 1,053.80 1,053.80
1962 40.00 403.40 121.00 123.00 1,063.30 1,081.50
1963 40.00 403.40 122.00 125.00 1,071.80 1,097.50
1964 40.00 403.40 123.00 127.00 1,081.50 1,116.10
1965 44.00 403.40 131.70 135.90 1,081.50 1,116.10
1966 44.00 403.40 132.70 135.90 1,089.40 1,116.10
1967 44.00 403.40 135.90 140.00 1,116.10 1,149.00
1968 ¢55.00 403.40 ©156.00 ©161.60 1,132.80 1,173.60
1969 55.00 403.40 160.50 167.30 1,166.00 1,215.10
1970 64.00 403.40 189.80 196.40 1,198.60 1,241.30
1971 70.40 403.40 213.10 220.40 1,223.10 1,264.20
1972 70.40 403.40 216.10 224.70 1,241.30 1,289.80
1973 84.50 403.40 266.10 276.40 1,272.90 1,322.30
1974 84.50 403.40 274.60 284.90 1,312.90 1,362.90
1975 93.80 403.40 316.30 333.70 1,362.90 1,437.80
1976 101.40 403.40 364.00 378.80 1,451.20 1,510.40
1977 107.90 403.40 412.70 422.40 1,547.00 1,582.80
1978 114.30 403.40 459.80 459.80 1,627.40 1,627.40
1979 121.80 403.40 503.40 503.40 1,672.50 1,672.50
1980 133.90 403.40 572.00 572.00 1,729.40 1,729.40
1981 153.10 403.40 677.00 677.00 1,790.70 1,790.70
1982 4170.30 403.40 4679.30 4679.30 1,614.90 1,614.90
1983 9 166.40 366.90 709.50 709.50 1,571.00 1,571.00
1984 d150.50 320.10 703.60 703.60 1,505.20 1,505.20
1985 € € 717.20 717.20 1,482.70 1,482.70
1986 € € 760.10 760.10 1,524.00 1,524.00
1987 € € 789.20 789.20 1,562.40 1,562.40
1988 € € 838.60 838.60 1,593.40 1,593.40
1989 € € 899.60 899.60 1,643.30 1,643.30
1990 € € 975.00 975.00 1,701.50 1,701.50
1991 € e 1,022.90 1,022.90 1,693.60 1,693.60
1992 € € 1,088.70 1,088.70 1,738.60 1,738.60
1993 € € 1,128.80 1,128.80 1,750.10 1,750.10
1994 € € 1,147.50 1,147.50 1,733.90 1,733.90
1995 € € 1,199.10 1,199.10 1,762.80 1,762.80
1996 € € 1,248.90 1,248.90 1,789.60 1,789.60
1997 € € 1,326.60 1,326.60 1,847.50 1,847.50
1998 € € 1,342.80 1,342.80 1,831.70 1,831.70
1999 € € 1,373.10 1,373.10 1,848.90 1,848.90

(Continued)
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2.A OASDI: Benefit Types and Levels

Table 2.A28—Minimum and maximum monthly retired-worker benefits payable to individuals who retired at
age 65, by year they attained age 65, 1940-2011 (in dollars)—Continued

Minimum benefit payable Maximum benefit payable
Effective At retirement Effective December 2010 °

Year @ At retirement December 2010 © Men | Women Men Women
2000 € € 1,435.30 1,435.30 1,885.70 1,885.70
2001 e e f1,538.20 f1,538.20 1,952.50 1,952.50
2002 € € 1,660.50 1,660.50 2,054.50 2,054.50
2003 9 € € 1,721.70 1,721.70 2,100.90 2,100.90
2004 h € € 1,784.80 1,784.80 2,133.10 2,133.10
2005 ' € € 1,874.30 1,874.30 2,181.20 2,181.20
2006 € € 1,961.90 1,961.90 2,193.40 2,193.40
2007 K € € 1,998.70 1,998.70 2,163.10 2,163.10
2008 € € 2,030.60 2,030.60 2,148.30 2,148.30
2009 ™M € € 2,172.40 2,172.40 2,172.40 2,172.40
2010 " € e 2,191.70 2,191.70 2,191.70 2,191.70
2011 ° € € 2,249.50 2,249.50

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov/
regulations/index.htm). Social Security Administration, "Cost-of-Living Increase and Other Determinations for 2011; Correction," Federal Register, vol. 75, no. 229
(November 30, 2010).

NOTE: ... = not applicable.

a.

paocw

0O 3T AT T T@

Through 2002, assumes that the worker began to work at age 22, retired at the beginning of the year with unreduced benefits, had no earnings after retirement, and
had no prior period of disability. Effective 2003, the same assumptions apply except that the benefit is reduced by 2 months because, for a worker retiring at age 65 in
2003, the age at which one can receive an unreduced benefit—the full retirement age (FRA)—has been raised from 65 to 65 and 2 months. In 2004, the FRA is 65
and 4 months, so the benefit is reduced by 4 months. In 2005, the FRA is 65 and 6 months, so the benefit is reduced by 6 months. In 2006, the FRA is 65 and

8 months, so the benefit is reduced by 8 months. In 2007, the FRA is 65 and 10 months, so the benefit is reduced by 10 months. Beginning in 2008, the FRA is 66, so
the benefit is reduced by 12 months.

Final benefit amount payable after Supplementary Medical Insurance (SMI) premium or any other deduction is rounded to next lower $1.

Effective February 1968.

Derived from transitional guarantee computation based on primary insurance amount (PIA) table of 1978.

In 1981, legislation eliminated the minimum PIA for workers who attain age 62 in 1982 or later. (The minimum is retained until 1991 for members of religious orders
who are under a vow of poverty, provided that the order had elected Social Security coverage before December 29, 1981.)

The cost-of-living adjustment (COLA) for December 1999 was originally determined to be 2.4 percent, based on the Consumer Price Index (CPI). The underlying CPI
was later recomputed by the Bureau of Labor Statistics; a 2.5 percent COLA would have been consistent with the recomputed CPI. Pursuant to Public Law 106-554,
benefits were calculated and paid in August 2001 and later as if the COLA for December 1999 had been 2.5 percent. Affected beneficiaries received a one-time pay-
ment to cover the shortfall that occurred before August 2001.

The full retirement benefit at age 65 and 2 months is $1,741.10.

The full retirement benefit at age 65 and 4 months is $1,825.40.

The full retirement benefit at age 65 and 6 months is $1,939.00.

The full retirement benefit at age 65 and 8 months is $2,053.20.

The full retirement benefit at age 65 and 10 months is $2,116.30.

The full retirement benefit at age 66 in 2008 is $2,185.40.

The full retirement benefit at age 66 in 2009 is $2,323.80.

The full retirement benefit at age 66 in 2010 is $2,346.80.

The full retirement benefit at age 66 in 2011 is $2,366.10.

CONTACT: (410) 965-0090 or statistics@ssa.gov.
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2.A OASDI: Effect of Current Earnings and Taxation of Benefits

Table 2.A29—Earnings (retirement) test for years through 1999, by year enacted

Amount permitted without
reduction in benefits
(exempt amount)

Earnings Annual Monthly
Year Effective Beneficiaries subject earnings wages b
enacted year exempt to test (dollars) (dollars) Reduction in monthly benefit @

For all beneficiaries

1935 . . Covered e . Full monthly benefit
1939 1940 . o o 14.99
1950 1951 Aged 75 or older .. €600 50.00
1952 1953 .. . €900 75.00
1954 1955 Aged 72 or older Al d 1,200 80.00 One month’s full benefit for each $80.00 or fraction thereof
1956 1958 Disabled
1958 1959 100.00
1960 1961 .. L. L. L. $1 for each $2 of earnings from $1,201-$1,500
$1 for each $1 of earnings above $1,500
1961 1962 .. L. L. L. $1 for each $2 of earnings from $1,201-$1,700
$1 for each $1 of earnings above $1,700
1965 1966 S e 1,500 125.00 $1 for each $2 of earnings from $1,501-$2,700
$1 for each $1 of earnings above $2,700
1967 1968 S e 1,680 140.00 $1 for each $2 of earnings from $1,681-$2,880
$1 for each $1 of earnings above $2,880
1972 1973 S Up to age 72 2,100 175.00 $1 for each $2 of earnings above $2,100
1973 1974 L. . 2,400 200.00 $1 for each $2 of earnings above $2,400
1975 € 2,520 €210.00 $1 for each $2 of earnings above $2,520
1976 €2,760 €230.00 $1 for each $2 of earnings above $2,760
1977 € 3,000 € 250.00 $1 for each $2 of earnings above $3,000

For beneficiaries who have not reached full retirement age f

1977 1978 L. L. € 3,240 €270.00 $1 for each $2 of earnings above $3,240
1979 € 3,480 €290.00 $1 for each $2 of earnings above $3,480
1980 €3,720 €310.00 $1 for each $2 of earnings above $3,720
1981 € 4,080 € 340.00 $1 for each $2 of earnings above $4,080
1982 © 4,440 €370.00 $1 for each $2 of earnings above $4,440
1983 € 4,920 €410.00 $1 for each $2 of earnings above $4,920
1984 € 5,160 €430.00 $1 for each $2 of earnings above $5,160
1985 €5,400 € 450.00 $1 for each $2 of earnings above $5,400
1986 €5,760 € 480.00 $1 for each $2 of earnings above $5,760
1987 € 6,000 €500.00 $1 for each $2 of earnings above $6,000
1988 €6,120 €510.00 $1 for each $2 of earnings above $6,120
1989 € 6,480 € 540.00 $1 for each $2 of earnings above $6,480
1990 € 6,840 € 570.00 $1 for each $2 of earnings above $6,840
1991 € 7,080 €590.00 $1 for each $2 of earnings above $7,080
1992 € 7,440 €620.00 $1 for each $2 of earnings above $7,440
1993 ©7.680 € 640.00 $1 for each $2 of earnings above $7,680
1994 8,040 €670.00 $1 for each $2 of earnings above $8,040
1995 €8,160 € 680.00 $1 for each $2 of earnings above $8,160
1996 € 8,280 €690.00 $1 for each $2 of earnings above $8,280
1997 € 8,640 €720.00 $1 for each $2 of earnings above $8,640
1998 €9,120 € 760.00 $1 for each $2 of earnings above $9,120
1999 € 9,600 €800.00 $1 for each $2 of earnings above $9,600

(Continued)
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2.A OASDI: Effect of Current Earnings and Taxation of Benefits

Table 2.A29—Earnings (retirement) test for years through 1999, by year enacted—Continued

Amount permitted without
reduction in benefits
(exempt amount)

Earnings Annual Monthly
Year Effective Beneficiaries subject earnings wages b
enacted year exempt to test (dollars) (dollars) Reduction in monthly benefit @

For beneficiaries who have reached full retirement age f

1977 1978 S S 94,000 9333.33 $1 for each $2 of earnings above $4,000
1979 94,500 9375.00 $1 for each $2 of earnings above $4,500
1980 95,000 9416.66 $1 for each $2 of earnings above $5,000
1981 95,500 9458.33 $1 for each $2 of earnings above $5,500
1982 96,000 9500.00 $1 for each $2 of earnings above $6,000
1981 1983 Aged 70 or older Up to age 70
1983 € 6,600 € 550.00 $1 for each $2 of earnings above $6,600
1984 6,960 € 580.00 $1 for each $2 of earnings above $6,960
1985 ©7.,320 €610.00 $1 for each $2 of earnings above $7,320
1986 € 7,800 € 650.00 $1 for each $2 of earnings above $7,800
1987 € 8,160 € 680.00 $1 for each $2 of earnings above $8,160
1988 € 8,400 € 700.00 $1 for each $2 of earnings above $8,400
1989 € 8,880 € 740.00 $1 for each $2 of earnings above $8,880
1983 1990 R S L. L. $1 for each $3 of earnings above exempt amount
1990 € 9,360 € 780.00 $1 for each $3 of earnings above $9,360
1991 €9,720 €810.00 $1 for each $3 of earnings above $9,720
1992 €10,200 €850.00 $1 for each $3 of earnings above $10,200
1993 €10,560 € 880.00 $1 for each $3 of earnings above $10,560
1994 € 11,160 €930.00 $1 for each $3 of earnings above $11,160
1995 € 11,280 €940.00 $1 for each $3 of earnings above $11,280
1996 1996 - S 12,500 h1,041.67 $1 for each $3 of earnings above $12,500
1997 13,500 1,125.00 $1 for each $3 of earnings above $13,500
1998 14,500 i1,208.33 $1 for each $3 of earnings above $14,500
1999 15,500 i1,201.67 $1 for each $3 of earnings above $15,500
2000 2000 e Earnings test

eliminated at
full retirement
age X

SOURCES: Social Security Act of 1935 (the Act), as amended through December 31, 2010; regulations issued under the Act; and precedential case decisions (rulings).
Specific laws, regulations, rulings, legislation, and a link to the Federal Register can be found at the Social Security Program Rules page (http://www.socialsecurity.gov/
regulations/index.htm).

NOTE: ... =not applicable.

a. Earnings of a retired-worker beneficiary affect t