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MAXIMIZING YOUR SOCIAL SECURITY
BENEFITS: WHAT YOU NEED TO KNOW

WEDNESDAY, SEPTEMBER 14, 2016

U.S. SENATE,
SPECIAL COMMITTEE ON AGING,
Washington, DC.

The Committee met, pursuant to notice, at 2 p.m., in Room 562,
Dirksen Senate Office Building, Hon. Susan M. Collins, Chairman
of the Committee, presiding.

Present: Senators Collins, Heller, Scott, Tillis, McCaskill, Casey,
Gillibrand, Donnelly, and Warren.

OPENING STATEMENT OF SENATOR
SUSAN M. COLLINS, CHAIRMAN

The CHAIRMAN. Good afternoon. This hearing will come to order.

If someone offered me $100 today, no strings attached, I would
be tempted to accept it and say thank you, but if I were told that
if I just waited until next week I could receive $200 instead, I think
most of us would agree that it might make sense to wait.

Of course, I have way oversimplified with my example, but essen-
tially this is how our Social Security system works for those who
qualify for retirement benefits. Retirees are entitled to claim bene-
fits as early as age 62, and for many retirees that makes sense. Ei-
ther their health may be poor or the job is too physically demand-
ing for them to continue to work, but those who are able to work
and, nevertheless, claim their benefits at age 62, will see their an-
nual benefits permanently reduced by nearly one-third compared to
what they could have received by waiting until they are older. In
fact, few people realize that their benefits can go up by 8 percent
annually for each year they delay claiming benefits, up to age 70.

Deciding at what age to begin claiming Social Security retire-
ment benefits is the single most important financial decision that
many Americans will ever make. Few, however, understand that
making the wrong choice for them can end up costing them tens
of thousands of dollars or more during their retirement years.

To illustrate how this works, take a look at this chart. The aver-
age person in my State of Maine earning $42,000 a year would re-
ceive $1,200 a month from Social Security if he or she retired when
they first became eligible at age 62, but if this person is able to
keep working until the age of 66, he or she would receive $1,600
a month, and if the person remains in good health, can work, and
is fortunate enough to be able to wait until age 70 to begin claim-
ing benefits, this senior could receive a check for $2,112 a month.
That is nearly $1,000 more each and every month, and $12,000

D



2

more every year than if the senior had started to receive benefits
8 years earlier.

As we have explored in prior hearings, we face a retirement cri-
sis. The simple fact is far too many Americans have not saved
enough money to live comfortably in retirement. Many of these re-
tirees will rely on Social Security for nearly all of their income. For
them, a Social Security check that is at the maximum level for
which the senior is eligible could make the difference between a se-
cure retirement and living in poverty, but Social Security is a com-
plex program. I was reminded of this just this week when I hap-
pened to receive my own statement in the mail, of projected bene-
fits, and believe me, it is pretty opaque. Its rules are difficult to
understand, and that is why it is critical that those who are ap-
proaching their retirement years have the information they will
need to decide when to begin claiming their benefits and what will
work best for them and for their families.

Last year, Senator McCaskill and I asked the Government Ac-
countability Office to look into the Social Security claiming process.
Our goal was to identify ways that the process could be improved
and more information made available to help people make the best
decisions given their circumstances.

The GAO found that many individuals do not fully understand
key details of Social Security’s rules that can affect their retire-
ment benefits, nor do they understand how spousal and survivor
benefits are determined. Many may not realize just how long their
financial assets may need to last. For example, a 65-year-old today
can expect to live for another 20 to 25 years and 1 in 4 will live
past to age 90.

As the GAO details, the Social Security Administration does
make a great deal of information available to the public. Unfortu-
nately, this information is not always easy to digest and is some-
times conflicting. Field offices do not consistently provide the infor-
mation that claimants need to make well-informed decisions about
their benefits.

Now let me be very clear. There are many reasons why someone
might want to begin receiving Social Security just as soon as they
become eligible. They, or a spouse, may be in poor health, or their
jobs may require physical labor that they can no longer perform.
Certainly the decision on when to begin claiming Social Security is
highly personal. We also know that Social Security is designed in
a way that it provides greater replacement income for lower-income
workers, a structure that I support.

I am hopeful that the GAO’s report and our hearing today will
help highlight the steps that the SSA should take to present vital
information that claimants need in a clear, easy-to-understand
manner, so that they can make the best possible decision for them-
selves.

I thank our witnesses for appearing today and I look forward to
discussing this important topic.

I now am delighted to turn to our Ranking Member, Senator
McCaskill, for her opening statement.
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OPENING STATEMENT OF SENATOR
CLAIRE McCASKILL, RANKING MEMBER

Senator MCCASKILL. Thank you, Chairman Collins. As you have
indicated, many financial experts consider the Social Security
claiming decision to be the most important financial decision a per-
son can make in retirement. I find it ironic that financial experts
say this but the American public is clueless that this decision is so
important.

It is staggering that so many Americans do not even realize that
this is a decision at all. Many think you just claim at 62 or when
you stop working, or when you claim Medicare, or when you hit full
retirement age at 66 or 67. In fact, fewer than 1 in 3 people in a
recent AARP study knew that 70 was, in fact, the magic age at
which you could get the most out of your Social Security benefits.
I do not know how we can describe this other than a fail for the
Social Security Administration.

Another study found 1 in 3 people did not even realize they could
get a larger benefit by simply waiting to claim. How much more?
Eight percent a year. Eight percent a year. That is a very attrac-
tive return in today’s market. It is really the best deal in town. You
cannot invest in a risk-free, inflation-protected annuity, which is
what Social Security is, in your 60’s and expect to see any return
like that, so why don’t more people know about this? That is what
Chairman Collins and I wanted to find out when we sent the GAO
online and into field offices to see what prospective beneficiaries
were being told. This was supposed to be a two-part investigation.
The first part was focused on what the field office employees told
claimants, when a GAO investigator was sitting right there, in the
room. The second part was going to be an undercover portion
where we were going to hear what people were being told when a
third party was not watching.

Sadly, we did not even need to do the second part of the inves-
tigation, because what these investigators heard in their official
visits was so disturbing and so disheartening that there was no
need for the GAO investigators to go undercover, as secret shop-
pers.

Multiple people were told they could claim their benefits retro-
actively and get a big check today, without the incredibly impor-
tant warning that this would reduce their benefits for life. Others
were given outdated information like break-even analyses that we
know pushes people to claim benefits earlier, many times to their
financial detriment.

Now I know this is not a scientific significant sample, but the
idea that so many mixed and inconsistent message occurred, in just
30 interviews, is startling, and it, unfortunately, is not surprising
to those who do business in field offices on a regular basis.

This is not an attack on field office workers. These people are
dealing with understaffing and underfunding while seeing an in-
creasing volume of retired baby boomers. There is a price we pay
for cutting the budgets for customer service, and I am very sen-
sitive to that.

This Committee has explored the difficulties faced around the
country due to closing field offices, and just this week the Center
on Budget and Policy Priorities released a report showing a nation-
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wide reduction of 6 percent of field office staff and more than 20
percent in seven different states, so this is not on the field workers.
This is on the agency as a whole. Until 2008, the Social Security
Administration used to advise seniors on when to claim, using a
break-even analysis, which told people how long they would have
to live to make up for the fact that they were claiming later. As
I mentioned earlier, research has shown this advice prompted peo-
ple to claim earlier. Now the agency claims to be agnostic, but this
lack of any real position creates a void, and the public is getting
mixed signals.

SSA claims it does not want to be a financial advisor, but that
is not what we are asking. All we want—and this goes back to
Bowles-Simpson and Domenici-Rivlin, all the way to the Bipartisan
Policy Center report we examined in last week’s Committee hear-
ing—is for the SSA to provide information. It is not hard to ask
people a few simple questions. Do you know that for every year you
wait you get an 8 percent increase in your benefits for life? Why
is that a hard question to ask? Certainly it would be an easy ques-
tion for someone to answer. Yes, I know that and I have reasons
I need to claim now, or, no, I did not know that; thank you for giv-
ing me that information.

Did you know you do not even have to file for Social Security
when you stop working or when you claim Medicare, or even when
you hit 62, 66, or 67?7 What an easy question to ask. It does not
require huge revamping of the system. It just requires a new
mindset.

Stop telling people about the break-even analysis. Tell people
that if you make it to 65, odds are you are going to live 20 more
years. That is actuarially sound. That is statistically valid, and at
that point, for most Americans, your only income will be that Social
Security check. That is it. The disappearing of defined benefits is
paying a huge penalty on so many Americans and Social Security
is all they have got.

Tell them the decision you make in your 60’s, you will live with
the rest of your life.

We have experts here today to talk about the benefits of waiting,
and they will also explain that waiting is not for everyone, and we
certainly acknowledge that, and I do not want that idea to get lost
here. Waiting does not make sense for people in poor health, or
who could no longer work and have no other choice, but for a sec-
ondary earner in a couple, the research is somewhat mixed on
whether that person benefits by waiting.

Professor Slavlov and Bill Meyer will delve deeper into these
ideas. I am especially pleased to welcome Bill, even though he lives
in dreaded Kansas—it is right across the border, in Leawood—but
he has a satellite office in Missouri so we are happy to see him
here and we are going to claim him as ours today. Bill is actually
here to say things that could hurt his business, but the very point
he is trying to make is that a lot of the information companies pay
him for is information that the Social Security Administration
should be providing for free, and that is the thing. While people of
means who work for large companies may be able to pay financial
advisors to help them crunch the numbers, not everyone has or
needs a financial professional, and it should not take a financial
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professional to impart the basic message we are talking about
today. Every person who claims benefits must interact with the So-
cial Security Administration, so this is our last stop to inform peo-
ple about the advantages of waiting.

We hope, after banging the table, and having this hearing, and
all of the professional recommendations, we hope that SSA will fi-
nally see it is in all of our interests to make sure that the public,
being fully educated on this issue, should be one of their very top
priorities.

Thank you, Madam Chairman.

The CHAIRMAN. Thank you very much, Senator McCaskill.

Now we turn to our panel, and first I want to welcome all of our
members who are here today as well. First we will hear from
Charles Jeszeck. Mr. Jeszeck is the Director of Education, Work-
force, and Income Security Division at the Government Account-
ability Office.

Next we will hear from Virginia Reno. She is the Deputy Com-
missioner for Retirement and Disability Policy at the Social Secu-
rity Administration.

Then, as Senator McCaskill has indicated, we will hear from Wil-
liam Meyer, who is the CEO of Social Security Solutions, Incor-
porated.

Finally we will hear from Sita Slavov, the Professor of Public
Policy at the Schar School of Policy and Government at George
Mason University and also a Visiting Scholar at the American En-
terprise Institute.

Thank you all for joining us. We look forward to hearing your
testimony and we will start with you, Mr. Jeszeck.

STATEMENT OF CHARLES JESZECK, DIRECTOR

EDUCATION, WORKFORCE, AND INCOME SECURITY,
U.S. GOVERNMENT ACCOUNTABILITY OFFICE

Mr. JEszecK. Thank you. Madam Chairman and members of the
Committee, thank you for inviting me here today to discuss one of
the most important financial decisions many of us will ever make
during our lifetimes—when to claim our Social Security retirement
benefits.

Social Security is the cornerstone of our retirement system, ac-
counting for over half of the total income received by our Nation’s
seniors. My testimony, and the Committee-requested report that is
being released today, focus on the extent to which people under-
stand key program rules regarding their Social Security benefits,
and the information SSA provides to enable seniors to make pru-
dent claiming decisions.

In summary, our review found that while many have some basic
knowledge about Social Security benefits, many older Americans do
not understand important program rules and details. We also
found that SSA provides broad claiming information on its website
and publications. However, despite the clear concern displayed by
its staff, our analysis of 30 face-to-face claims interviews we ob-
served in 7 local SSA offices in 3 states, found that people do not
always receive the information they may need during the claims
process.

Our analysis of surveys, academic studies, and expert interviews
indicate that many people do not understand key details about So-
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cial Security retirement benefits. Specifically, they are unclear on
how claiming age affects the monthly benefit amount, how earnings
both before and after claiming affect benefits, the option of spousal
benefits, and other aspects of the claiming decision.

For example, seven surveys we reviewed found that many people
do not understand the tradeoffs of claiming early versus claiming
later. This is important information for people to consider as they
engage the Social Security claiming decision, as some could perma-
nently raise their monthly benefits by 6 to 8 percent per year by
delaying when they take benefits.

Nevertheless, in one study, 36 percent of the respondents indi-
cated that they did not understand either how their benefits would
change with different claiming ages or thought that their monthly
benefits would be the same no matter when they claimed.

SSA provides comprehensive information to help people decide
when to claim retirement benefits through various sources, includ-
ing web pages, online calculators, the periodic earning statement,
and publications.

For the almost 40 percent of people claiming benefits at SSA of-
fices, claims specialists follow an automated, step-by-step process
for reviewing basic information from prospective claimants to de-
termine their eligibility and benefits. This process includes prompts
for specialists to confirm basic information on claimants and inform
them about their benefit amount, and often to discuss spousal ben-
efits and other key program rules.

However, during the in-office claims interviews we observed, the
discussion often did not include questions or prompts about key in-
formation that could inform the benefit claiming decision. For ex-
ample, we observed the multiple claims inquiries concerning the re-
tirement earnings limits. In only 7 of 17 cases where the limit
could apply did the claims specialist accurately explain that the
limit is not a penalty. Any benefits withheld because of above-limit
earnings are returned through higher benefits later. This could
have important consequences, both for people’s claiming and work
decisions.

In another example, in 13 of 26 claims we observed, we found
that claims specialists did not provide at least three different ben-
efit amounts that the claimant may be eligible for: at the earliest
possible month of claiming, at the full retirement age, and at age
70. They also did not inform people that monthly benefits would be
higher if the person waited to claim. Both actions are required by
SSA’s Field Manual. In one case, a 62-year-old claimant stated she
wanted to claim benefits and the claimant specialist simply pro-
ceeded with the claim.

Given how many retirees rely so heavily on Social Security, the
complexity of the claiming rules, and the permanence of the deci-
sion, it is essential that they have the information that they need
to make wise claiming choices. Thus, our report makes a number
of recommendations that we believe will help seniors make deci-
sions regarding the Social Security benefits that are in their best
interest.

That concludes my statement, Madam Chairman. I will be happy
to answer any questions you or any other members may have.

The CHAIRMAN. Thank you very much. Ms. Reno.
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STATEMENT OF VIRGINIA P. RENO, DEPUTY
COMMISSIONER FOR RETIREMENT AND DISABILITY
POLICY, U.S. SOCIAL SECURITY ADMINISTRATION

Ms. RENO. Thank you, Chairman Collins, Ranking Member
McCaskill, and members of the Select Committee.

I am Virginia Reno, Deputy Commissioner for Retirement and
Disability Policy at the Social Security Administration and I am
pleased to be here to explain how we provide information to help
workers make the decision when to take retirement benefits.

I would like to start by emphasizing workers and their employ-
ers, as we know, pay for Social Security by financing out of 6.2 per-
cent of their wages, matched by employers, and in return they get
disability and life insurance protection as well as a foundation of
retirement security for themselves and their families. We recognize
that these benefits are paid for out of workers’ wages.

When to take benefits is an important decision that affects what
you get for the rest of your life. As we have emphasized, seniors
now get full benefits starting at 66, but the benefits are reduced
if they take them as early as 62, by 25 percent. If they delay be-
yond 66, the benefits increase by 8 percent for each year of delay
until 70. Delaying the start of benefits from 62 to 70 permanently
increases the benefits per month by a total of 76 percent. In brief,
it pays to wait to take Social Security and it pays much more to
wait than it used to.

Married couples have two lives to plan for. If you are the higher
earner, delaying Social Security also means higher survivor protec-
tion for your spouse if she or he should outlive you.

The amount of monthly benefits, however, is not the only factor
people need to consider. As the Chairman has pointed out, they
also must consider their health, how long they might live, their
other income, their living expenses in retirement, savings they can
draw on, and whether they expect to work and will be able to work
in retirement. Consequently, the decision of when to start benefits
is unique to each individual. Our role at SSA, as we understand
it, is to explain the program rules and the benefits so that people
have the facts they need to make an informed decision that fits
their own situations.

Our Social Security statement, which we mail to workers, begin-
ning with their 25th birthday, is a very valuable tool to explain
what you can get from Social Security. It shows your earnings his-
tory, it estimates your disability and survivor protection, and the
retirement benefits you could expect to receive at 62, at full retire-
ment age, and at 70.

We also provide user-friendly information and publications via
our website, and some of the most highly rated online tools in the
Federal Government are those at SSA—the Retirement Estimator,
the iClaim, which allows people to apply for benefits online, and
My Social Security, where you can get your personal benefit esti-
mates, your own Social Security account.

By the time people come to our offices to apply for benefits they
often have made their decision to claim, so we believe it is very im-
portant for people to get the information they need well before they
come to our office, if we can. That is why we have put such a high
premium on our public education and the statement.
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Still, when someone contacts our field offices, our employees are
there to provide full information and our policy is to provide full
and complete information on what you can expect to receive at the
earliest age available to you, at full retirement age, and at 70.

We appreciate GAO’s recent review of how we inform the public
about their claiming choices. We are pleased that GAO recognized
the professionalism and helpfulness of our employees and the value
of our online services, and we generally agree with GAQO’s rec-
ommendations and are looking into how to incorporate them and
reinforce the messages where they may not be as fully imple-
mented as we believe they should be, and as are spelled out in our
policies.

Before I finish I want to stress that our ability to provide excel-
lent service, as you have already mentioned, is tied directly to our
appropriations. When workers pay into the Social Security Trust
Funds they are paying not just for benefits for themselves and
their families but also for the customer service we provide. Yet, we
can use the Trust Fund money to serve our customers only to the
extent that Congress appropriates it. The last several years have
been very challenging in this regard. Since 2010, the number of
beneficiaries we serve has grown by 12 percent, yet we have re-
duced our core operating budget, from appropriations, by 10 per-
cent, after adjusting for inflation.

If funding levels in the House or Senate appropriation bills be-
come law, the situation will be worse. We need the $13 billion rec-
ommended, and requested in the President’s budget, to provide the
quality of service that the public, the GAO, and this Committee ex-
pect from us, and that older Americans have already paid for
through the deductions from their paychecks throughout their
lives.

I thank the Committee for commissioning the GAO report, and
I look forward to the discussion and will be happy to answer any
questions.

The CHAIRMAN. Thank you for your testimony. Mr. Meyer.

STATEMENT OF WILLIAM MEYER, CEO,
SOCIAL SECURITY SOLUTIONS, INC.

Mr. MEYER. Thank you. Thank you, Chairman Collins. Thank
you, Ranking Member McCaskill, other distinguished Committee
members.

I am Bill Meyer. I am founder and CEO of Social Security Solu-
tions. It is important to know that we are the largest provider of
Social Security help after the Social Security Administration, and
we do provide our services for a fee, but the majority of our services
are for free.

I am going to deviate from the testimony I submitted because I
think there are a number of remarks at the very beginning that
were spot-on and really important.

First, Social Security is the most important financial decision 99
percent of Americans make in their lifetime. There is no doubt,
mathematically, that is right. The second comment, from Ms. Col-
lins, was the best outcome is really to give people all the data they
need to come up with the best decision possible, and Ms. McCaskill
saying that it should be clear and simple. Just give people the in-
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formation so they can make an informed decision, and then this
has nothing to do with rich or poor. This is not about gaming the
system. This is about getting information to make a good decision.
That is it, and unfortunately I disagree with some of the last com-
ments that there is not full and complete information that is given
right now. We have seen this from the studies that were done and
the statements, which I will comment in a second. Let us just give
people the information and a tool, and then they will be able to
make better decisions.

With that as context, I have four simple suggestions. I will prob-
ably only get to two of them within my time. My partner is Bill
Reichenstein from Baylor—he is down in Texas—and we have writ-
ten more about maximizing Social Security than anyone else in the
country. He is at Baylor University and we have written research
on singles, married, widow, whether you have a non-covered pen-
sion, whether you die early, whether you work part-time. The rules
are overwhelming. They really are overwhelming.

The point I do want to make, which I agree with, is Social Secu-
rity agents and the people that work in the field offices and on the
800 number, they are awesome. They do the best job they can, but
there is a fail. Those words are strong but there is a fail.

I will start by suggestion No. 1, and it has to do with the state-
ment. We are not giving the right information and we are not giv-
ing enough information, so the slide that was shown on the bar
charts before were monthly benefits. That is just one dimension,
and if I am making a tradeoff between $1,000 or $500, that does
not incorporate what I call the cumulative benefits.

Now everyone focuses on break-even. It is almost a dirty word.
Let us put that aside. Showing two bar charts, showing the tradeoff
if I add up all those monthly benefits going early, or all of them
going late, can be $100,000 or more for many, many people. We
have to show people not the monthly amount, that is a small
amount. You show them the larger amount, it changes claiming de-
cisions. We have seen the behavior in our company. This is just a
view that can be done on the statement. We have this data.

The second dimension—and I have an example in my testimony;
I will not have time to go over it—is that it does not include spous-
al or survivor, or any other benefits. It is just about that single per-
son’s benefits, so I could in my example, I am finding another
$100,000 in addition to the cumulative benefits that are shown just
about that single individual statement.

We are not giving the full and complete data to people. We are
just not, and again, I am not trying to disparage. I believe in Social
Security. I would do anything to help Social Security do a better
job. This is too important of an issue.

My recommendation is make improvements to the statement. Get
realistic data in there so people can make information. My second
suggestion—there is a current policy that agents or people that
work for Social Security in the field offices and the 800 cannot give
any guidance. This is controversial, and when I give speeches—you
spoke about it at the beginning—is that it is—I do not want to be
a financial advisor. It is not about being a financial advisor. It is
about giving people the information they need to make a good
claiming decision. We are currently not doing it, and the Social Se-
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curity Administration cannot have a policy where they cannot give
people the information they need. It is ludicrous. It has to change.

Now what I get when I talk to Social Security are quotes like,
“It is too complicated,” “It adds too much risk,” “We will not be able
to implement it,” things like that. What I would say is I have hired
people with no financial background and from Missouri and Kan-
sas, and in 1 week with our software training them to be experts.
This can be done. If we can do it and other institutions can do it,
Social Security can do it too. There are processes and protocols that
are available.

My suggestion and recommendation is review how Social Secu-
rity can give guidance, not advice, or not be a financial advisor, but
give them, as Ms. Reno said, the full and complete information so
that they can understand the tradeoffs between the decisions they
are making. It is too important.

I will conclude by saying I published some research in the “Jour-
nal of Financial Planning,” and we showed, by maximizing Social
Security that we could add between 2 to 10 years of longevity to
someone’s savings—2 to 10 years. This is not just a gigantic deci-
sion about how to claim. It is a gigantic decision on how it will
make someone’s savings, whether it is a lot or a little, last longer.
We need to do more on education and helping people in this area.

Thanks for your time.

The CHAIRMAN. Thank you so much for your testimony. Pro-
fessor.

STATEMENT OF SITA NATARAJ SLAVOV, PROFESSOR OF
PUBLIC POLICY AND VISITING SCHOLAR,

SCHAR
SCHOOL OF POLICY AND GOVERNMENT AT GEORGE
MASON UNIVERSITY AND AMERICAN ENTERPRISE INSTITUTE

Ms. SLAvov. Good afternoon, Chairman Collins, Ranking Mem-
ber McCaskill, and members of the Committee, and thank you for
the opportunity to speak to you today about Social Security claim-
ing decisions.

I will start by talking generally about the gains from delaying
Social Security. Social Security benefits can be claimed at any age
between 62 and 70, with higher monthly benefits paid for later
claims. Delaying Social Security does involve a tradeoff, that is sac-
rificing benefits today in exchange for higher benefits in the future.
However, my recent research with Professor John Shoven of Stan-
ford University shows that that tradeoff appears to be a favorable
one for many people.

The gains from delay depend on individual circumstances and
life expectancy, but my calculations suggest that typical couples
can gain more than $80,000 and singles can gain more than
$35,000 over a lifetime by using the optimal claiming strategy
versus claiming at age 62, and beyond this monetary gain, the in-
creased Social Security annuity provides additional insurance
against both inflation and outliving one’s savings.

Despite the large gains from delay, most people claim Social Se-
curity at or before their normal retirement age. Very few people
delay to age 70. One possible explanation for this is that individ-
uals want to stop working and do not have the retirement savings
to pay for living expenses while they delay benefits. That expla-
nation might be applicable to some people but my research sug-
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gests that around a third of those who claim before normal retire-
ment age have individual retirement account assets that would
allow them to delay Social Security by at least 2 years.

Delay may not have a high payoff to some people with a rel-
atively low life expectancy, but that also cannot explain why most
people do not delay beyond normal retirement age. In a recent sur-
vey that my co-authors and I conducted, the most common reasons
individuals cited for claiming Social Security early were that they
needed the money or that they had stopped work and assumed that
Social Security should be commenced upon stopping work. Another
sizable group cited the fear that Social Security benefits would be
cut in the future.

I hesitate to say that claiming Social Security early is definitely
a mistake, as delaying does generally involve a tradeoff between
current and future benefits, but given the amount of money that
people appear to be leaving on the table, it is worth ensuring that
the claiming decision is an informed one.

To that end I have several suggestions. First, it could be worth
referring individuals to the various online calculators that inform
them of the lifetime resources they would have under different So-
cial Security claiming strategies. Second, it is worth encouraging
people to think carefully about different options for using their var-
ious retirement resources. In particular, some people may want to
draw down on private retirement assets or take a lump-sum pay-
ment from a defined benefit pension in order to delay Social Secu-
rity.

Third, to most people, the term “retirement” means stopping
work. That term should not be used to describe claiming a Social
Security benefit as it sometimes is. Making a clear distinction be-
tween retirement and claiming lets people know that it is possible
to stop work and then wait a few years before claiming.

Fourth, for individuals who are afraid that their Social Security
benefits will be cut if they do not claim right away, it is worth reas-
suring the public that any credible Social Security reform plan is
likely to protect the benefits of people close to retirement. It is also
worth undertaking Social Security reform sooner rather than later.

Finally, it might be worth considering alternative ways to frame
the claiming decision. One suggestion might be to simply start call-
ing 70 the normal retirement age and informing people that claim-
ing earlier results in a benefit reduction, without actually changing
the benefits payable at any age.

In conclusion, I hope that any changes that are made to the way
information is presented are done in a way that makes them easy
to evaluate, for example, by using randomization. That could great-
ly improve our understanding of people’s retirement and claiming
decisions and help inform better policy.

Thank you again for the opportunity to speak to you today. I will
be happy to take any questions.

The CHAIRMAN. Thank you very much.

Mr. Jeszeck, as I mentioned, by sheer chance, I just happened to
have received in the mail my personal Social Security statement,
and at the top it estimates what my payment would be per month
at “full retirement age.” The other term that we hear frequently is
“normal retirement age.” Studies that have been done by the pro-
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fessor and others show that individuals tend to claim benefits at
whatever age is designated as the normal or full retirement age.

Do you—does GAO have any views on the use of those terms and
how they may cause people to make decisions that may not be in
their financial interests?

Mr. JEszEcK. Well, Senator, first—and I will defer to Virginia on
this, but I think the agency has moved away from the term “full”’—
I am sorry, from “normal” to “full” retirement age, because I think
the normal retirement age, right, was—did—might give misleading
impressions.

We have not really looked at this issue. In the past, the full re-
tirement age was relevant because there were a number of strate-
gies that claimants could undertake after the full retirement age
that were not available prior to that, like, for example, file-and-sus-
pend and restricted claiming. Some of those were eliminated in the
budget act in 2015, so there might be less relevance to the full re-
tirement age now than there was in the past, but it is not some-
thing that we have really taken a look at, what it should be called.

The CHAIRMAN. Mr. Meyer, do you have any comments on the
use of, as it says on my statement, “full retirement age”? To me,
full retirement age means full benefits.

Mr. MEYER. Yes.

The CHAIRMAN. It means maximum benefits.

Mr. MEYER. Yes, and I think the professor said it. Some of how
you frame it and the words that are used can misrepresent things,
and that is why I am a proponent of more data. You know, for the
average person, you know, it is very similar to your example, show-
ing full retirement age and what I get if I start early or late. Well,
I have calculated the same numbers. The difference between the
cumulative benefits at 62 versus 70, at a 2 percent COLA, which
is below the average, is $198, 000. Let us round that up to
$200,000, so if you knew that there is a $500 difference between
full retirement age and going early, but, as a result, there are hun-
dreds of thousands of dollars of swing, does that change your claim-
ing behavior? And again, this is the average. We are not talking
about rich people. We are talking about the average, so all I am
a proponent of is what you—both of you said in your opening re-
marks—more data. I think proper framing changes claiming behav-
ior. We have seen it with thousands and thousands of people.

The CHAIRMAN. Well, I thought that your idea of showing the an-
nual amount is an excellent one. Most of us do not do the math
when we see the monthly, and when you take it over time it would
make a big difference.

Ms. Reno, is there any reason why, when you come in to claim
benefits, the Social Security Administration could not give a print-
out that would show how much your annual benefit is going to be
over a 10-year period, with the proviso that obviously to be ad-
justed for some sort of COLA some years—some years not—for dif-
ferent ages, so that people could see that? Is that routinely done,
and is there any obstacle to doing that?

Ms. RENO. That is an excellent question. Thank you.

To be perfectly frank, our most user-friendly tool for having
printed information before you is the Social Security statement.
What is available to the people in the field offices, and the claims
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specialists who are helping members of the public, is a computer
printout that is not terribly user-friendly. It is, in fact, quite ugly.
It looks something like this. Having a more accessible document
would certainly be ideal, but that is a major IT investment that we
have not been funded to do yet, so what we can do in the office is
help an individual file for their statement. Most people who—we
send statements, the user-friendly statement to people on their
birthday and when they are 25, 30, 35, 40, 45, 50, 55, 60, and from
60 on every year until they are beneficiaries. If I person has not
yet seen a statement or needs help interpreting it, the person in
the field office could help them access one by setting up a system
so that they have their own Social Security account and can look
at it. That is the most user-friendly printed document, unfortu-
nately, that we have at this point.

The CHAIRMAN. I am going to followup on that but a vote has
started so I want to yield to Senator McCaskill.

Senator MCCASKILL. I went on the Social Security website. I am
assuming at what age is it best for me to retire would be a fre-
quently asked question. Wouldn’t you, Ms. Reno?

Ms. RENO. Probably.

Senator MCCASKILL. I looked at the frequently asked questions
and guess what? It is not on the list—what age should I retire? I
mean, I cannot imagine that that is not the most frequently asked
question, because it is one that everybody—I am—you know, I will
be honest here. I am 63 years old and it is the talk of my peers,
about what age, and the notion that it is not a frequently asked
question is mind-boggling to me, so now I go back to the home
page, because it is not on frequently asked questions, so I go back
and I see, on the home page, that you have got Retirement Esti-
mator. Now I look on Retirement Estimator and, yes, somewhere
in here it says “what is the best age to start receiving retirement
benefits.” I click on that. I am dying to know what age I should
retire.

Now I want to read you the first paragraph under “Monthly pay-
ments differ substantially based on when you start receiving bene-
fits.” Listen to this sentence: “If you live to the average life expect-
ancy for someone your age, you will receive about the same amount
in lifetime benefits. It does not matter if you start receiving bene-
fits at age 62, full retirement age”—it does not say what that is—
“or age 70, or any age in between.”

Is that a true statement, Ms. Reno?

Ms. RENO. It is true in the sense that those adjustments for age
are based upon actuarial estimates that, at the time they were cre-
ated, are designed to be actuarially neutral.

Senator MCCASKILL. That is not my question.

Ms. RENO. Right.

Senator MCCASKILL. Mr. Meyer, is that a true statement?

Mr. MEYER. No, it is not, and I can

Senator MCCASKILL. Okay. We have, right here, on the source for
someone who is retiring, on your web page, a sentence that is flatly
false.

Now I do not get—I do not get the reluctance of the Social Secu-
rity Administration. For years, bipartisan groups have been asking
you to give more data. In fact, you have blogged about it. Before
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you took your job you blogged about, you know, the reality of when
you get retirement. I mean, we could pull up this screen for the
person coming in, getting retirement benefits, could we not? That
would not take an IT adjustment, would it? Could we not put infor-
mation on this screen that we could pull up? I am sitting here, and
you are helping me, and you pull up this screen, and you show me
this information. That would not take an IT adjustment, would it?

Ms. RENO. You are talking about the publication that is on the
screen?

Senator MCCASKILL. I am talking about what is on your website.

Ms. RENO. Exactly.

Senator MCCASKILL. I am sure that your field officers have ac-
cess to a computer:
Ms. RENO. Yes.

Senator MCCASKILL [continuing]. and to internet, and they could
pull up a screen that could be easily programmed—I can get you
some folks over there to program it if you cannot find any—that
would actually give accurate information on this screen.

Why can’t you do that?

Mr. MEYER. That is exactly what our company does, for free. You
can put in your basic information and we will show you how to
maximize, and the difference between if you claim early or late, for
free.

Senator MCCASKILL. Why can’t you do that, Ms. Reno?

Ms. RENO. We can tell people what their benefits will be at any
age that they wish to begin receiving benefits, and we can explain
that at early retirement age, or at the so-called full age, at age 70,
at any age in between, we can provide that monthly benefit, and
we are happy to do so.

We do not try to suggest to a person which of those ages is best
for them.

Senator MCCASKILL. No. You suggest to them that it does not
make any difference when you claim it. The information says if you
live to the average life expectancy, for someone your age, you will
receive about the same amount in lifetime benefits. It does not
matter when you get it. That is what you are telling them.

Ms. RENO. I hear you.

Senator MCCASKILL. I hope so.

Ms. RENO. I hear you.

Senator MCCASKILL. I swear, I am going to raise a ruckus about
this until this website gets fixed. It is outrageous that it says that
on this website, because it is simply not true, and hundreds and
thousands of dollars that seniors deserve are going unclaimed, and
there is no reason this website cannot get fixed, and it ought to get
fixed in the next 30 days, and we are going to—my office is going
to continue to track it until it does.

Mr. Meyer, I have 25 seconds left.

Mr. MEYER. To Ms. Reno’s credit, though, it is very complicated.
There are 10,000 permutations for a married couple, so the logic
to be able to in real-time deliver this is complicated. We have
solved it. Other people have solved it. Information that is bad—you
are correct. That should be shored up right away, but she is right.
It is a very hard math problem, but it is solvable.
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Senator MCCASKILL. I get it that it is a really hard math prob-
lem, and I do not mean to be—I am killing you because you are
here—you are the only one I can kill—and I apologize to you for
that, but we can certainly correct misinformation. We can certainly
remove the idea from people’s minds that it does not matter when
you retire, you are going to get the same amount of money, and
that is what that sentence says, and the only place I can find on
the website that answers the question, when should I claim, and
that is what I want to see some real energy behind in terms of fix-
ing.

Thank you.

The CHAIRMAN. Senator Warren.

Senator WARREN. Thank you, Madam Chair, and thank you. I
think this is really an important hearing and these are important
points.

I want to ask in a different direction now. As we have talked
about, because of the way Congress set up the formula for calcu-
lating the amount of Social Security benefits that people will get
on retirement, people who start claiming at age 62 receive about
25 percent lower benefits than those who wait until 66, and about
76 percent lower benefits than those who wait until they turn 70,
when their benefits will max out. This formula was obviously de-
signed to incentivize workers to delay collecting their benefits and
save Social Security some money.

According to a recent survey from AARP, 9 out of 10 Americans
know that claiming later results in higher benefits, yet almost half
of Americans begin collecting at 62, and only about 3 percent of
seniors wait until they are 70, when benefits would be the highest,
so most Americans who say that they know that claiming early will
cause them to end up with smaller benefits do it anyway.

Mr. Jeszeck, you are the Director of Education, Workforce, and
Income Security at the U.S. Government Accountability Office, so
if anyone is an expert on what is going on here it should be you.
Can you explain to us some of the reasons that Americans begin
collecting Social Security benefits before age 70, even though they
know it will result in permanently lower benefits?

Mr. JESZECK. Yes, Senator. We did a report, I believe 2 years
ago, where we looked at the characteristics of early claimants, and
we found a number of things, as I think, as we—as has been men-
tioned earlier. A lot of early claimants are blue-collar workers with
very long careers, and so they are worn out. They may be phys-
ically debilitated, although not disabled.

Another key characteristics is health, of course. Another area is
an economic shock. We did some work earlier, in the aftermath of
the Great Recession, and what we looked at there, we actually saw
people—I mean, the labor market for older workers has some real
challenges for them. While they are less likely to be laid off, if they
are, they are unemployed for a much longer period of time, and if
they are lucky to get new employment it is at a much lower wage.

We found people during that work who basically have been un-
employed for about 4 years, were basically using their 401(k) as a
bridge to make it to age 62, so there are certainly cases like that.
If you have a factory that closes in a town where it is the large
employer, you are an older worker, you may face similar cir-
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cumstances, and regarding health shocks, health issues, it is not
only the primary worker claimant but also it could be a caretaker.
I know from personal experience of a close family member, his wife
was very ill. He had to quit his job in his late 50’s. He was, again,
a blue-collar worker. He had to use his 401(k) as a bridge to take
care—because he had to stay home to take care of his wife—as a
bridge, until retirement.

There are a lot of cases where it is a necessity, that people

Senator WARREN. Yes, and I think that is the key. You are say-
ing that people need the money. I mean, that is what it comes
down to for many of these, different reasons, but that is where it
all comes in. It seems pretty clear that most Americans would like
to wait until their benefits are higher but they simply do not have
the luxury of doing that.

Now, Ms. Reno, you are the Deputy Director for Retirement and
Disability Policy at the Social Security Administration. Are there
changes that Congress could make to the benefits formula so that
Americans who are forced to start collecting benefits early because
of a job loss or the loss of a spouse or because of health reasons,
are not being penalized permanently with lower benefits?

The CHAIRMAN. Excuse me. Before you respond, Senator Warren,
Senator Casey, I just want you to know that there is 1 minute left
in the vote, so you may want to complete, but after that we will
do a recess and resume the hearing upon the completion of this
vote and the next.

Thank you.

Senator WARREN. Thank you, Madam Chair. Please, Ms. Reno?

Ms. RENO. [Off microphone.]

Senator WARREN. [Presiding.] I was asking about are there
changes that we can make in the benefits formula so that Ameri-
cans who are forced to start collecting benefits early, because of a
job loss or loss of a spouse, are not being penalized with perma-
nently lower benefits for doing so.

Ms. RENO. Well, certainly there are many ways. It is important
that the benefits be adequate and be adequately financed, and
there are many options that could be used to address that question.
President Obama himself has recognized that Social Security is
more important than ever because fewer people have pensions that
they can count on.

Senator WARREN. Okay. Actually, let me just put it this way. I
will just pull it together because we are going to have to go and
vote here.

You know, it is harder than ever for Americans to save for retire-
ment. As a result, Social Security is now the principal lifeline for
two-thirds of all people who are collecting it. For 50 millions Ameri-
cans, Social Security is all that stands between them and poverty,
and this means that the squeeze is on people to start collecting the
very minute that they turn 62, even though it means large, perma-
nent cuts.

I understand that everyone who can wait, should wait, but the
long-term solution here is for Congress to expand Social Security,
to make sure it works for those who depend on it, no matter what
age they have to begin claiming, and that is not just my view. It
is the view of the Bipartisan Policy Center, who was here just last
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week, and even some House Republicans who want to make
changes to the program, and I see that as the real task in front
of us here, to make sure that Social Security benefits are big
enough so that after a lifetime of hard work, all people have the
opportunity to retire with dignity.

I am going to run and vote. I think we will just put you all on
hold for a minute and the rest will be back, and I have to gavel
out, so I am on the run. Thank you.

[Recess.]

The CHAIRMAN. The hearing will come back into session. My
apologies to our witnesses. We unfortunately cannot control when
votes occur, but you can be assured that if the two leaders of this
Committee were in charge that they would be scheduled at more
logical times.

Senator MCCASKILL. Yes, they would.

The CHAIRMAN. Senator Casey, I believe you left before you got
an opportunity to question, so I would call upon you now, if you
were settled enough to begin your questions.

Senator CASEY. Thank you very much, Madam Chair. We are
grateful we have some votes today. I cannot say that we are ex-
hausted because you only have to put your hand up or down, but
it is good we are voting, but thanks for reconvening.

I wanted to go back, Ms. Reno, to your—not to your responsibil-
ities, necessarily, but some of the services or information that is of-
fered now. I realize that you had to break it down. It is either on-
line or in person or by way of telephone. I know a lot of folks in
a State like mine, because we are a very rural State between the
two big cities or two big urban areas, we have—and I wish it were
just tens of thousands but I am afraid it is a much higher number
of people living in rural areas that have no access to the internet
at all. T just heard a story today about one county that—where it
is more than 70 percent, so it is very high.

You do not have a lot of places where people are online, the fur-
ther away you get from urban areas. That is number one, and two
is, they have every right to the—both complete information as well
as accurate information, so I guess what we are trying to figure
out, are there better ways for you to both standardize the informa-
tion that you are providing—or standardize those services, I should
say—or better integrating those services into the real lives of a lot
of communities?

What can you tell us about both standardizing as well as inte-
grating those services?

Ms. RENO. That is a very good question and I am glad you asked
it. We need to think seriously about that, and certainly mailing the
Social Security statement that is personalized to each individual,
again, on their 5th year birthdays—35, 40, 45, 50, 55, 60—and
after 60 every year until people have filed for benefits, is one way
to at least get information in their hands that is about their own
particular situation, their own work record, wage record, as it
shows up in our records, and what their benefit would be in case
they become disabled, and what their benefit would be as a dis-
abled worker, what would be available to their spouse and children
if they died, and then what their retirement income would be if
they took it at 62, at the so-called full retirement age, or at 70.
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That is personalized information that is available, and one can use
a telephone to contact SSA if you have questions about that or if
you think the record is wrong, the wage record is wrong, because
part of the purpose is to fix people’s wage records if they are not
correct.

I guess that would probably be the best way, is to have this per-
sonalized information that comes to them through the mail and
they can contact us by telephone if they do not have access to the
Internet.

Senator CASEY. Well, I hope you will be committed to standard-
izing those services because as we have heard today, sometimes
people are getting information that does not answer their question,
number one, and number two, there should not be a variance be-
tween either the accuracy or the reliability of information, depend-
ing on whether you access SSA through the phone—by way of the
phone or by way of an online engagement, or even in person, so we
expect that the next time we meet that you will have some changes
that have been implemented.

Thanks very much.

The CHAIRMAN. Senator Donnelly.

Senator DONNELLY. Thank you, Madam Chair.

Ms. Reno, the GAO has made six recommendations for SSA to
improve the in-person claim application process. Implementing
these changes would likely require resources for training or up-
dated materials, and it is important to note that SSA disability
claims process is also in need of additional resources. There is a
large shortage of administrative law judges. It has created a sig-
nificant backlog for disability claims.

I have heard from many of my constituents about significant
delays at the Valparaiso and the Indy hearing offices in Indiana,
with some delays running over 2 years in length.

How would you prioritize the resources, if you decide to make
changes, and what can we, on this end, do to ensure that people
are receiving their retirement benefits and disability benefits in an
effective and timely manner?

Ms. RENO. I would say the most important thing—and we kind
of reiterate our—my testimony, it is absolutely—our capacity to de-
liver the quality of service that the American people are entitled
to expect is directly tied to our appropriations for our administra-
tive budget, and it has been less than we have—than the Presi-
dent’s request, repeatedly, in the past years, while our funding has
declined in real terms, while our caseloads are rising, and even in
the retirement area, and we need the full appropriation, the $13
billion that has been requested in the President’s budget, to pro-
vide the quality of service that we think needs to be delivered.

Senator DONNELLY. The GAO also surveyed your print and on-
line materials, and also observed 30 face-to-face claims interviews,
and found that the information was presented in an inconsistent
fashion across the board. Can you tell us more about how you train
your claims specialists?

Ms. RENO. Yes. The claims specialists—before one becomes a
claims specialist they get 4 months of very in-depth training on
how to take benefit claims, how to explain eligibility ages, the ben-
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efit calculations, the benefit of rights of that are available to family
members as well as to an applicant for retirement benefits.

After the 4-month intensive training period there is another full
year in which claims—a trainee, a claims rep, is closely supervised
by a journeyman claims supervisor to help them complete their
education. Only when a person is really fully versed in all of the
aspects of taking claims are they—do they become an independent
claims rep. Even then, there is refresher training that goes on peri-
odically in the field offices, as we find that for one reason or an-
other refresher training is needed, and finally, there is always new
training as the laws changes, as regulations changed, or as policies,
we find that we need a more clear way to do something.

Senator DONNELLY. That brings two questions to mind to me.
Number one, how do you plan to respond to the GAO findings, and
if we do all those things, how do we have so many different presen-
tations given?

Ms. RENO. We are going back and figuring out exactly how we
are going to do all of those things, but we do agree with the GAO’s,
the thrust of their recommendations, and much of that can be done
through refresher training of our field office staff, as well as re-
viewing, again, the materials—the written materials that are avail-
able to the public for areas of clarification.

Senator DONNELLY. Mr. Meyer.

Mr. MEYER. Yes. It was brought up before—technology spend.
Ms. McCaskill said it. I mean, we helped, on Veterans Day, 10,000
veterans for free. We offered an updated, detailed statement and
we had six people on the phone, so I think with technology and
very discrete protocols on training we can serve people better.
Small firms like mine, in the middle of nowhere, Kansas, have
done it before. It can be done.

o hSenator DoONNELLY. Thank you very much. Thanks, Madam
air.

The CHAIRMAN. Thank you very much.

I do want to clarify a point before I go to my additional ques-
tions, and that is that the Social Security Administration is, in fact,
still using the term “normal retirement age.” I have it in a publica-
tion that just came out in June of this year. SSA may be phasing
it out but it is right here in black and white, and I think the term
“normal retirement age” or even “full retirement age” implies that
that is the age you are supposed to be getting-—at which you are
supposed to be getting benefits.

Ms. Reno, you are not the one who said that. It was Mr. Jeszeck,
but would you like to comment?

Ms. RENO. Yes. I would very much like to comment. One of—I
could not agree more that we need to rethink the labels that are
given to the ages—62, that 66 now, and 70. They have—they had
historical relevance and appropriateness, but the law has changed
and the names have not changed to keep pace.

I think it is important to give real serious thought and some em-
pirical testing to what names work better, and we are collaborating
with AARP, which I know is very interested in this. They are doing
some focus groups. We are also consulting with a social and behav-
ioral sciences team in the White House that are very thoughtful
about how messaging and labels influence how people think about
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those ages. They are helping us both with how to describe the re-
tirement earnings test. It is not a penalty. It means that if your
benefits are reduced at one point they will be recouped at a later
point.

These are things that we have active research going on, and we
recognize there is a need for fresh thinking and new labeling.

The CHAIRMAN. I have to say that I am glad to hear that you are
looking at that, but your last statement was confusing to me when
you said if the benefits are reduced at one point they will be re-
couped at another point, because I think there is a misconception
among some claimants that if they claim at age 62, that as they
grow older there is going to be some sort of automatic adjustment
beyond the COLA that is age-related.

Ms. RENO. I am sorry. What I said was not clear. When I was
talking about the retirement earnings test, where if you work prior
to that so-called full retirement age, your benefit—and earn above
a certain level, your benefit will be withheld for a month. The fact
that that benefit was withheld will be reflected in an adjusted ben-
efit amount when you get to full retirement age, so that foregoing
a benefit under the retirement earnings test is not a penalty. It is
a delay in a benefit adjustment.

The CHAIRMAN. Mr. Meyer.

Mr. MEYER. Education on this topic is so critical. The research
shows more people need to work part-time, and there is confusion,
so in our software, you actually can put in how much you are going
to work and what the impact of your benefit is, and then we recal-
culate what your benefit is at full retirement age, so you can see,
what is the impact if I work or not. These are the sorts of real-time
things that someone can see on a computer or on a piece of paper,
and we need to get it to real Americans and impending retirees.

The CHAIRMAN. I could not agree with you more, but what is
frustrating to me, this is not something we need to invent. This
is—the software is there. It is not something that—I realize that
the system is complex, but it sounds like

Mr. MEYER. It can be built, or, again, we have it. We are happy
to partner with Social Security or have them use it, and it has been
vetted by the largest institutions in America—Vanguard, Northern
Trust. The largest retirement provider—I cannot say their name—
uses our software, so it works.

The CHAIRMAN. It works.

Mr. MEYER. We have these interactions that clients—or, con-
s1111mers get better information, to make informed decisions. That is
a —_—

The CHAIRMAN. That is our goal.

Professor, I want to talk a little bit about whether a senior’s be-
havior changes depending on how—and the decisions that he or she
makes change, depending on how the information is displayed? For
example, Mr. Meyer was very compelling to me when he said if I
received a statement showing either my projected, cumulative, life-
time benefits, or even an annual benefit versus the monthly benefit
difference compared to what age I choose to claim Social Security.

Have you done any research looking at whether decisionmaking
changes depending on what information is presented on Social Se-
curity benefits, and how it is presented?
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Ms. SLAvov. I have not personally done research on this. The re-
search I am aware of, there is the study that you cited, showing
that break-even framing tends to encourage early claiming. That
same study showed that it matters what you use as kind of the
benchmark age to show how benefits are adjusted, whether that is
62 or 66 or 70. People tend to delay if you kind of frame it as, you
know, so these are the benefits you get at age 70, and you State
everything else kind of relative to that. People tend to delay more.

It also matters whether this is framed as a gain or a loss, so you
gain by delaying versus you lose by claiming early, so these are the
things that seem to matter. I think there is actually a lot that we
still do not understand about this, which is why I would support,
you know, if changes are made to the way in which information
gets presented, it be done in a way that we can actually study it
to see how that changes people’s decisions, so we can present the
information in the best way possible.

The CHAIRMAN. Thank you.

Ms. Reno, I am just going to ask one more question for you, prior
to turning it over to my Ranking Member, and that is the SSA’s
online application requires claimants to provide a reason for not
choosing the lump-sum payment option, if that applies. GAO sug-
gests that asking applicants to provide a reason for that choice may
lead them to believe that they are making the wrong choice, or an
unusual choice, and so for that reason GAO recommends removing
that question from the online form.

In response, your agency has suggested that it will “evaluate re-
mov‘;ng or revising the question.” Why not just remove the ques-
tion?

Ms. RENO. [Off microphone.]

The CHAIRMAN. The question asking for a reason.

Ms. RENO. I believe the way that online application works, the
question applies whether you—whatever age, whether you back-
date the application or whether you put it forward for up to 4
months, which you can do, and I think that the question there—
rather than now—and I think the question was, the reason for ask-
ing the question is that the answer may lead the claims represent-
ative to want to call the person on the telephone and just make
sure they understand what the consequences of each choice is.

That same question is asked not just about the retroactive claim
but also about the forward-dated claim—forward-dated choose
month of entitlement. We want to just look at it more closely and
make sure that there are not unintended consequences of getting
rid of that question.

The CHAIRMAN. Of course, the problem with the retroactive
claim, which I wonder if seniors, most seniors realize, is it locks
them into that lower benefit level for the rest of their lives.

Ms. RENO. Absolutely. We want to make sure that they under-
stand that.

The CHAIRMAN. Why not say that instead of asking them their
reason? Why not have sort of a red flag go up, to say, “Do you un-
derstand that if you choose this retroactive lump-sum payment,
that you will be receiving a lower benefit level?”

Ms. RENoO. It is absolutely—I could not agree with you more that
that information also needs to be very clear.
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The CHAIRMAN. Do you think it is clear now?

Ms. RENO. I think the reason for asking this question was to be
able to find out if more clarification is needed, for a further con-
versation with the individual, and if there is nothing more to it
than that, it does make sense. The application should be clear that,
yes, there is a permanent reduction if you take retroactive benefits.
We need to make that clear.

The CHAIRMAN. Senator McCaskill.

Senator MCCASKILL. One out of three—I know this is not statis-
tically valid—but one out of three agents, who were being watched
by the GAO—that is one-third—suggested a claimant retire earlier
and get a lump-sum payment. Acceptable? Is that acceptable to
you, Ms. Reno? Isn’t that financial advice?

Ms. RENO. I think it is certainly important that the applicant
know they have a choice of back-dating up to 6 months and they
have forward-dating up to 4 months, and that the consequence of
that is a permanent reduction in their benefit.

Senator MCCASKILL. Well, but—I think—I am—you know, I am
confused because there seems to be a stubbornness about giving
certain information out, because—the stated reason being that we
do not want to be financial advisors, but the GAO witnessed 1 out
of 3 of the field agents that were being watched by them suggest
they—the claimant retire earlier and take a lump-sum payment. Is
that a problem that needs to be solved?

Ms. RENO. That is definitely not our current policy and we defi-
nitely are going to go back and make sure that if refresher training
is needed, if clarification is needed for the personnel, we will be
doing that.

Senator MCCASKILL. I know I am making you defensive, but I
think part of the problem is that we are all wanting the Social Se-
curity Administration to say, “We can do this better. We are going
to make changes. We are not giving out enough information. We
are not even giving accurate information.” If we could hear those
words coming from the Social Security—but it is always, like,
“Well, we are going to look at it,” and “We will consider it,” and
“Well, we heard you,” and meanwhile, every day—we are in a de-
mographic bump right now. Every day thousands of people are
making this decision. There just does not seem to be a sense of ur-
gency.

How would you suggest that we do a better job in Congress mak-
ing the Social Security Administration feel that this is an urgent
situation?

Ms. RENO. The Administration does feel that it is urgent that
people get accurate information about their retirement claims. Ab-
solutely.

Senator MCCASKILL. I just thought that the responses to the sug-
gestions—I used to be an auditor, so I know about responses to
audit findings, and there are three ways you can respond. You can
make excuses and disagree, you can say, “We will think about it,”
or you can say, “You know, thanks. You are right. We are going
to change this.”

Ms. RENo. I think——

Senator MCCASKILL. I am going to tell you, you are not in the
third category.
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Ms. RENoO. I think our response—the gist of our response to GAO
is, by and large, “Yes. Thank you. This is helpful and we—"

Senator MCCASKILL [continuing]. we are going to change it.

Ms. RENO. “—we are going to change it or we are going to go
back and look and take a closer look.”

Senator MCCASKILL. That is my problem, is going back and
look—and taking a closer look, because we have had three bipar-
tisan commissions telling you the same thing, and you have just
been taking a look. Meanwhile, thousands of people are leaving
money on the table. That is why I think I am animated about this,
because I do not sense animation on the part of the Social Security
Administration about how important this is.

Why don’t you put on Senator Collins’ letter what her full retire-
ment age is rather than say “full retirement”? In the front of my
statement, at the very top—you do a monthly; you do not do an an-
nual—you say, “Your monthly benefit will be” blank, blank, blank,
and then underneath it - it says, “at full retirement age.”

Why doesn’t the Social Security Administration say “at 66 years”
or “at 65 years” or—well, obviously, if it’s 65, they have obviously,
long ago, made the decision, but for those of us that are in the bub-
ble—I mean, at 66, from 1943 to 1954—so, you know, for people
now that are getting them annually, some of them it is 66 and 2
months, some of them it is 66 and 3 months—why don’t you—and
even on the website, it says “full retirement age.” In order to find
ouglwhat your full retirement age, you have got to hunt down the
table.

Ms. RENO. Mm-hmm.

Senator MCCASKILL. You know, you have got to go click-click-
click-click and find the table. Why don’t you say “62, 66, 70”? Is
there a reason? I mean, is there a good reason?

Ms. RENO. I think once the—the retirement age is different for
different birth cohorts. The so-called full “retirement age” is dif-
ferent for different birth cohorts. We are now at age 66. It begin
to begin phasing in to age 67, that is fully phased in sometime——

Senator MCCASKILL [continuing]. 1960, when people—people who
were born in 1960 or later.

Ms. RENO. Right.

Senator MCCASKILL. I am looking at the table. I found it.

Ms. RENO. Right.

Senator MCCASKILL. I clicked around.

Ms. RENO. Great.

Senator MCCASKILL. I found it, so—but you know all the infor-
mation about her

Ms. RENO. Yes.

Senator MCCASKILL [continuing]. because you have printed it all
out here. This cannot be a hard thing to program in. You know how
old she is. I mean, why can’t you put the age up there? Couldn’t
you? Wouldn’t that be a simple way of letting everyone know that,
you know, what your full retirement age is, and, you know, the
word “full” is, obviously, I think—you have already acknowledged
that the way we have labeled these things are really, really unfor-
tunate.

Ms. RENO. Well, they are accidents of history——

Senator MCCASKILL. They are.
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Ms. RENO [continuing]. that have not been adjusted yet.

Senator MCCASKILL. Yes.

Ms. RENoO. I think that is a very important issue that we need
to address.

Senator MCCASKILL. That would be terrific, and in the mean-
time, if you could put the number, you know, it would be——

Ms. RENO. Well, we will certainly look into that.

Senator McCASKILL. Well, what about on this—on the—when
you go to the one place where it says “when you should retire,”
when it says 62 and then it says, “comma, full retirement age,
comma, 70,” full retirement age could be a click-through, and you
could see that it is a link, and you could click on that and get the
table, because somebody reading that does not know what that is.
They are assuming full retirement age might be when they actually
retired. I mean, they do not know that that is a set-in-stone num-
ber, based on when they were born.

One out of every 6 of the field representatives were using the
break-even analysis, while they were being watched, 1 out of every
6. Has there been a notification gone out to all the field offices
about advising retroactive with lump sum and using the break-
even analysis since the GAO study was completed? Has there been
ahnof;ciﬁcation by electronic means to all the field offices not to do
that?

Ms. RENO. I do not believe it has been done yet. My under-
standing is that the GAO report is officially out today, and it is
clear—we are clearly—that is high on our agenda to do something
about it.

Senator MCCASKILL. Would you let the Committee know when
the field offices have all been informed, not to use the break-even
analysis and not to advise that someone retroactively—not to sug-
gest that someone should retroactively claim for a lump sum?
Would you advise the Committee on the dates that you do that?

Ms. RENO. Of course. Of course.

Senator MCCASKILL. That would be terrific.

I wanted to reiterate the off-the-shelf versus—in a different com-
mittee and a different time I have spent way too many hours on
acquisition reform in the Federal Government, and probably the
biggest black hole of all black holes has been IT acquisition, and
one of the reasons it has been so expensive is because every agency
thinks they need to build what they need.

Now nobody is worse than the Pentagon. On your worst day, Ms.
Reno, you will never be as bad as the Pentagon, because the Pen-
tagon 1s at the apex of wasteful spending on IT acquisition, because
they think they always have to build it from scratch, and they al-
ways have to have their own systems, but do you know if there has
been any analysis in the Social Security Administration about what
off-the-shelf products are available that would make this kind of
analysis much more simple for average Americans?

Ms. RENO. I am sure we can—I will look into that.

Senator MCCASKILL. That would be terrific too, if you would let
us know—if anybody in your agency has looked into, what could we
buy off the shelf without putting out a scope, without trying to
build, because, believe me, there will be contractors that will rush
to the trough. “We can build it. We can build it. We can build what-
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ever you want,” and it will be very, very expensive, and it will take
a long time, and by the time it is done it will not be flexible
enough, it will be outdated, and we will have wasted the money,
but off-the-shelf now, there is actually so many products, it would
be so easy for you all to use, and I am just anxious to know if you
all are looking into that. If you would share that with the Com-
mittee I would really appreciate it.

Thank you. Thank you.

The good news, Professor, is that—finally, this is my last one—
that the trends in claiming age have relatively been positive. Cor-
rect?

Ms. Sravov. [Off microphone.]

Senator MCCASKILL. So we are doing better.

Ms. SrAvov. Yes. That is correct.

Senator MCCASKILL. The percentage of people who claim at 62
has declined over the last 15 years.

Ms. SrAvov. It has declined.

Senator MCCASKILL. We still only have 2 percent of the men and
4 percent of the women claiming at 70.

Ms. Sravov. That sounds reasonable, yes.

Senator MCCASKILL. Okay. Do you believe that the main reason
people are not waiting is lack of knowledge or lack of resources?

Ms. SLAvov. For most people—it is probably lack of resources for
some people, so as I mentioned earlier, my co-authors and I did a
survey, and about a third of the respondents—and this was not a
nationally representative sample. It was a pilot survey but I think
it is still informative—about a third of the respondents said they
needed the money, so lack of money probably does play a role, but
we have also shown, in other research, that about a third of people
who claim before their full retirement age actually do have re-
sources to delay by a couple of years, so it is not always lack of
resources, and in those cases it is still somewhat of a puzzle why
they do not. Lack of information might be an explanation.

Senator MCCASKILL. All right. Mr. Meyer.

Mr. MEYER. Yes. I published an article in the “Journal of Finan-
cial Planning” a few months ago on what is called redo strategies.
There is so much confusion over the rules. I mean, right now with
the ending of file-and-suspend, people do not realize if they, for un-
foreseen reasons, had to claim early—let us say I lost my job—you
actually can suspend your benefits at full retirement age and get
that 8 percent, so the lack of information how to fix or improve
your situation is a black hole, and we can do a better job.

Senator MCCASKILL. I did not know that.

Mr. MEYER. Yes. Why—I mean, there are so many people who
claim early for bad circumstances who can get that 8 percent after
full retirement age, so it is—we just need to get more education out
to people. The awareness is low.

Senator MCCASKILL. That should be on

Mr. MEYER. Redo strategies.

Senator MCCASKILL [continuing]. it should be on——

Mr. MEYER. I have an article on it.

Senator MCCASKILL [continuing]. it should be on the front page
of the website, too.
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I thank you, Ms. Reno. I am so sorry that you took the brunt of
this, but we are agitated, for all the right reasons, and I think you
agree with us. I think you are in a difficult position. You are rep-
resenting the agency, but obviously, from your writings, which I
have looked at, you understand the value of waiting, and we think
that it is important that the Social Security Administration bring
their practices up to that standard, and I want to really thank you,
Mr. Meyer. We would like you to move across the line, but if you
do not, we still appreciate your testimony today, and thank you,
Professor, and, as always, GAO. You guys have a special place in
my heart. I love the auditors.

Thank you, Madam Chairman.

The CHAIRMAN. Thank you. I want to thank all of our witnesses
for your testimony today.

I want to, in my closing comments, end where I began, and that
is with the statement that the decision on when to claim Social Se-
curity benefits is, for most Americans, the most important financial
decision that they will ever make, and I do not think that most
people who are approaching the age where—such as our genera-
tion—of making that decision, realize the enormous implications of
choosing one age versus another.

Now, obviously, that is why we are so insistent that there be ac-
curate and complete information. The decision of when to choose
Social Security benefits is a highly individual one, and we recog-
nize that, but I think it is important for the record today, for me
to indicate that if an individual is healthy enough and wants to
keep working, that postponing retirement, postponing the decision
to receive Social Security benefits, makes sense, can make sense for
low-income workers as well, not just for middle-income workers or
wealthy employees, and one way to see this is to look at what hap-
pens to replacement rates for individuals who postpone claiming
their Social Security benefits, and by replacement rate I mean the
percentage of a worker’s wages that Social Security benefits will
cover when that worker retires.

Social Security data showed that the replacement rate for low-
income workers who postpone retirement will rise from 61 percent
to nearly 75 percent, if that low-income employee or employer
postpones retirement to age 66. That could make such a difference
for that worker for the rest of his or her life, particularly since we
are now living far longer than ever before. That is real money, and
if I had Mr. Meyer’s software, I would have translated it into dol-
lars to show the difference that it would make.

I think, as we look at this issue, we have to remember the impli-
cations for those that we are most concerned about, and that is
low-income Americans whose savings may be small, who do not
have defined benefit pensions, and who understandably worry that
what should be their golden years may be, in fact, years spent in
poverty, and that is why this debate and this hearing is so impor-
tant.

I want to thank Senator McCaskill for all of her work, and our
staff. Most of all I want to thank our excellent witnesses for your
contributions.

Committee members have until Friday, September 23rd, to sub-
mit questions for the record, and I look forward to receiving an up-
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date from the Social Security Administration in response to this
hearing.
Thank you very much, and this hearing is now adjourned.
[Whereupon, at 4 p.m., the Committee was adjourned.]
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Chairman Collins, Ranking Member McCaskill, and Members of the
Committee:

| am pleased to be here today to discuss our work on the information the
Social Security Administration (SSA) provides individuals to help them
decide when to claim retirement benefits. The decision of when to claim
benefits is one of the most important financial decisions most people and
households make. As of 2013, Social Security benefits account for at
least half of household income for 62 percent of retirees age 75 and over,
and at least 90 percent of household income for almost a quarter of these
retirees. Social Security benefits offer certain advantages: monthly
income until death, an annual inflation adjustment, some tax benefits, and
survivor and spousal benefits. These benefits have become increasingly
important for retirees as employment-based retirement plan coverage has
shifted from traditional defined benefit pension plans, which typically pay
lifetime annuity benefits in retirement, to defined contribution plans, in
which workers accumulate savings over their careers and manage
withdrawals in retirement.

Those eligible for Social Security benefits can generally elect to receive
them starting at age 62, but the monthly benefit amount increases,
permanently, the longer someone delays claiming, until age 70." Waiting
to claim offers the promise of higher monthly benefits—76 percent higher
for someone claiming at age 70 versus age 62, for current claimants.?
However, 62 is the most common age to claim Social Security benefits,
and few people wait until 70. While there are sound reasons for taking
retirement benefits early, such as financial need or short life expectancy,
many people might benefit from claiming at a later age. Making an
optimal claiming decision requires individuals and households to
understand how multiple factors—such as claiming age, earnings, life

A surviving spouse can generally claim survivor benefits as early as age 60. A surviving
disabled spouse can generally collect benefits as early as age 50.

2 This is true for individuals with a full retirement age of 66, which applies to individuals
born from 1943 to 1954.

GAO-16-865T
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expectancy, and longevity risk—affect benefits.> SSA, as the program
administrator, holds a unique position to provide information that can help
ensure prospective claimants make informed choices.

My statement summarizes our report, which addresses (1) the extent to
which people understand Social Security rules affecting their retirement
benefits and other factors that may influence when they claim them; and
(2) the information that SSA provides to individuals that enables them to
make informed claiming decisions. That report is being released today.*

For our issued report, we reviewed nine surveys and academic studies
that assessed the public’s understanding of Social Security benefits and
identified the factors that influence claiming. We also interviewed Social
Security experts from academia, public policy organizations, and financial
firms to obtain their views on how SSA provides information about
claiming benefits. We reviewed applicable federal laws and regulations,
and SSA’s Program Operations Manual System (POMS), a primary
source of information used by SSA employees to process claims for
Social Security benefits. We also interviewed SSA headquarters officials
to learn how Social Security benefit claims are to be processed. We
observed a nongeneralizable sample of 30 face-to-face claims interviews
at 7 SSA local offices in 3 different regions of the country. We selected
these offices, taking into consideration regional geographic diversity,
income level, urban and rural composition, and the number of new claims
each office processes. In our observations, we noted the information SSA
claims specialists provided to claimants during this process and evaluated
what we observed against POMS guidance and to determine how fully
specialists were addressing key information categories we identified from
our literature review and expert interviews. We interviewed managers and

3 “Longevity” can be viewed as a broad concept that encompasses the various
possibilities of how long one or more people may live. “Life expectancy” is a particular
longevity statistic that measures how long a particular population of people might expect
to live on average; individuals within the population may live longer or shorter lives than
this average life expectancy. “Longevity risk” is often referred to by retirement policy
experts as the risk of living beyond life expectancy, perhaps well beyond life expectancy,
and exhausting one’s retirement assets. In this statement and in our full report, we use the
terms “life expectancy” and “longevity risk” as having these two distinct meanings

4 GAO, Social Security: Improvements to Claims Process Could Help People Make Better

Informed Decisions about Retirement Benefits, GAO-16-786 (Washington, D.C.: Sep. 14,
2016).
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claims specialists at these offices about the process for completing
retirement benefit claims, training on completing claims applications, and
how claims specialists’ performance is evaluated. SSA also demonstrated
the online claims process for us, showing the information on each screen
that a claimant might see when filing a claim. A more detailed explanation
of our methodology is available in our full report. Our work was performed
in accordance with generally accepted government auditing standards.

Lack of
Understanding of Key
Social Security
Information, Along
with Financial Need
and Other Factors,
May Contribute to
Individuals Claiming
Benefits Early

Our review of surveys and academic studies, and interviews with people
with Social Security expertise, suggest that most individuals do not
understand key details of Social Security rules that could potentially affect
their retirement benefits or the benefits of their spouses and survivors.
Specifically, many people approaching retirement age are unclear on how
claiming age affects the amount of monthly benefits, how earnings (both
before and after claiming) affect benefits, the availability of spousal
benefits, and other factors that may influence their claiming decision. For
example, while some people understand that delaying claiming leads to
higher monthly benefits, many are unclear about the actual amount that
benefits increase with claiming age. The surveys also showed that many
people do not understand the implications of the retirement earnings test,
under which SSA withholds benefits for some claimants earning above an
annual income limit but which are, on average, paid back later with
interest. Understanding these rules and other information, such as life
expectancy and longevity risk, could be central to people making
informed decisions about when to claim benefits. With an understanding
of Social Security benefits, people would also be in a better position to
balance other factors that influence when they claim benefits, including
financial need, poor health, and psychological factors.

SSA Provides Key
Claiming Information
on Its Website and in
Publications, but Not
Consistently during
the Claiming Process

SSA makes comprehensive information on key rules and other
considerations related to claiming retirement benefits available through its
website, publications, personalized benefits statements, and online
calculators. The information provided includes many of the items
identified from our literature review and expert interviews, including how
claiming age affects monthly benefit amounts, how benefits are
determined, details on spousal and survivor benefits, the retirement
earnings test, information about life expectancy and longevity risk, and
the taxation of benefits. In particular, SSA’s website provides access to
information on available benefits, key program rules, and interactive
calculators that can be used to get estimates on what future benefits
would be. Additionally, the Social Security statement is the most

GAO-16-865T
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widespread piece of communication that SSA provides to individuals
about their future benefits. It is a 4- to 6-page summary of personalized
information that includes an estimate of the individual’s future benefit
payable at age 62, full retirement age (FRA), and age 70, as well as
estimates for the individual’s current disability and survivor benefit
amounts. In May 2012, SSA made the statement available electronically
for those establishing an online account. Since September 2014, SSA
has mailed printed statements to workers age 25, 30, 35, 40, 45, 50, 55,
and 60 or older who have not created a personal online Social Security
account. At age 60, SSA sends the statement annually.

While important information is provided through SSA’s website and
publications to help people make informed decisions about when to claim
retirement benefits, our observation of 30 claims interviews in SSA field
offices and of a demonstration of the online claims process found that
some key information may not be consistently provided to potential
claimants when they file. POMS states that claims specialists are to
provide information, and avoid giving advice, to claimants. The POMS
also specifies that when taking an application for Social Security benefits,
the claims specialist is responsible for explaining the advantages and
disadvantages of filing an application so that the individual can make an
informed filing decision. The SSA protocol has claims specialists follow a
screen-by-screen process of questions and prompts to collect basic
information from claimants, but does not prompt questions or discussion
of some key information.

The following summarizes key information that was not consistently
covered during the in-person claims process. We discuss additional areas
of key information in our full report.

« How claiming age affects monthly benefits: POMS states that
claimants filing for benefits should be advised that higher benefits may
be payable if filing is delayed. It also states that claimants should, if
applicable, be provided with at least three monthly benefit amounts at
three different claiming ages—at the earliest possible month for
claiming, at FRA, and age 70. In 18 of 26 in-person interviews we
observed in which delaying claiming was a potential choice, the
claims specialist mentioned that the claimant’s benefit amount would
be higher if he or she delayed claiming. However, the remaining 8 did

GAO-16-865T
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not discuss this option. Of the 18 interviews that mentioned delayed
claiming, 13 claims specialists presented at least the three benefit
amounts per POMS, while 5 did not.5 Surveys have shown that most
individuals do not know how much monthly benefits can increase by
waiting to claim, so offering benefit estimates at different ages is likely
to provide information many claimants do not have. This information
can influence the age at which they claim, and expert opinion and
past GAQ reports have found that delayed claiming can be an
important strategy to consider for most retirees. In contrast, the online
claims process includes screens that provide information on how
claiming at different ages raises or lowers monthly benefits.

« How taking retroactive benefits affects monthly benefits: SSA
allows for up to 6 months of retroactive benefits when a claimant is at
least FRA or has a “protective filing date”—a documented date within
the 6 months prior to a claims appointment when a claimant first
contacted SSA about filing a retirement claim.® In 10 of the 30
observed interviews, claims specialists offered the opportunity to
claim up to 6 months of retroactive benefits as a lump sum. While
retroactive benefits offer an attractive lump sum, taking it essentially
means applying for benefits up to 6 months earlier, and results in a
permanent reduction in the monthly benefit amount. POMS provides
eligibility criteria for retroactive benefits. However, it does not instruct
claims specialists to inform claimants that taking lump-sum retroactive
benefits will result in permanently lower monthly benefits, compared to
not taking retroactive benefits, a tradeoff claimants may not be aware
of. The claims specialist explained this tradeoff in only 1 of the
interviews we observed. In another interview, a claimant who initially
said he wanted benefits to start later in the year changed his mind to
start 6 months earlier after being offered a lump sum. In the online

5 In 4 of the 30 interviews, a discussion of delayed claiming was not relevant because the
claimant filed and suspended benefits, was age 70 or older, or was not eligible for
benefits.

8 Individuals claiming benefits after FRA can claim retroactive benefits covering up to 6
months. For those who file less than 6 months after FRA, retroactive benefits are paid
back to the month of FRA attainment. Protective filing is a statement of intent to file for
Title Il benefits. It protects the claimant’s date of acceptance as the claimant's application
date. If at any time in the following 6 months the claimant decides to apply for benefits, the
protective filing date will be considered the application date and the claimant will be able
to receive retroactive benefits back to that date. After 6 months, the protective filing is
closed out. See POMS GN 00204.010 and GN 00204.030.

GAO-16-865T



39

claims process, if a claimant has the option of starting benefits
retroactively and chooses not to, the claimant is asked to provide a
reason. This step runs the risk of making the claimant believe he is
making an unusual decision, or a mistake, by choosing a later
claiming date.

How lifetime earnings affect monthly benefits: \We observed only 8
interviews in which a claims specialist mentioned that benefits are
based on 35 years of earnings and that working longer could
potentially raise benefits by boosting average lifetime earnings. While
POMS does not require claims specialists to explain how earnings
affect benefit amounts, the claims process could be modified to
include prompts for claims specialists to inform claimants that benefits
are based on 35 years of earnings—information that SSA already
makes available on its website. By discussing how years of earnings
are calculated to determine one’s benefit amounts, claims specialists
might better inform claimants who are deciding when to claim,
especially for those who have fewer than 35 years of earnings.
Similarly, the online application process does not inform claimants
that benefits are based on the highest 35 years of earnings.

How the retirement earnings test affects income before and after
FRA: Individuals who claim benefits before their FRA but continue to
work for pay face a retirement earnings test, with earnings above a
certain limit resulting in a temporary reduction of monthly benefits.” In
the 18 interviews we observed in which a potential claimant was
younger than FRA, most of the claims specialists explained,
accurately, that the claimant would have benefits withheld if he or she
earned more than the retirement earnings limit. However, in fewer
than half of applicable interviews (7 of 17) did the claims specialists
explain that any benefits withheld due to earnings would be
recalculated and result in higher benefit amounts after FRA. Some
claims specialists mentioned only that earnings may result in lower
benefits, or that the claimant cannot earn above the limit, perhaps
inaccurately suggesting the earnings test would result in a permanent
loss of benefits. In one interview, a claims specialist told the claimant
she would be “penalized” if she earned over the limit. POMS states

“In 2016, SSA withholds $1.00 of benefits for every $2.00 of earnings above $15,720 for
someone younger than FRA for the full year. In the year the claimant reaches FRA, the
earnings limit rises to $41,880 (for 2016), and $1.00 of benefits is withheld for every $3.00
in earnings in the months prior to the claimant reaching FRA.

GAO-16-865T
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that, when applicable, the claims specialist should explain to
claimants that earnings could be withheld based on the annual
earnings test, but does not instruct claims specialists to explain that
the earnings test is not a penalty or tax, or that withheld benefits are
repaid. However, if claimants do not understand the full implications of
the earnings test, they could erroneously think it will result in a
permanent loss in benefits and, as a result, unnecessarily stop
working or reduce their working income. This was made clear in one
interview in which a claimant with earnings likely to be above the limit
said she might have to quit one of her two jobs unless she waited until
FRA to claim. In the online application process, screens provide
information explaining that any benefits withheld because of the
retirement earnings test will raise monthly benefits after FRA.

How life expectancy and longevity risk could factor into the
claiming decision: While claims specialists are not specifically
required to discuss life expectancy and longevity risk, the POMS does
state that information should be provided to help claimants make
informed filing decisions. SSA also emphasizes the importance of
considering longevity and life expectancy in information made
available on its website. According to the American Academy of
Actuaries and the Society of Actuaries, understanding how longevity,
and in particular longevity risk, can affect retirement planning is an
important aspect of preparing for a well-funded retirement. However,
the subject of how family health and longevity might influence the
timing of benefit claims arose only twice in our 30 observations, and
both times because the claimant raised the subject. Similarly, the
online application process does not inform claimants that life
expectancy and longevity risk are important considerations in deciding
when to claim.

Potentially misleading use of breakeven ages: Additionally, in
contrast to providing potential claimants with key information to help
inform their claiming decisions, the POMS instructs claims specialist
not to provide a “breakeven age’—the age at which the cumulative
higher monthly benefits starting later would equal the cumulative
lower benefits from an earlier claiming date. Research shows that
breakeven analysis can influence people to claim benefits earlier than
they might otherwise. During our in-person observations, we saw 6
instances in which a claims specialist presented a breakeven age to
help a claimant compare claiming benefits now or waiting to claim. In
some interviews, claims specialists not only offered a breakeven year,
they added their conclusion that the analysis showed that claiming
earlier was preferable. One claims specialist showed the claimant that
it would take 11 and 1/2 years to make up the difference for waiting to
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claim, and added that “according to the actuaries, that [early claim] is
a reasonable choice.” Another claims specialist said the breakeven
analysis showed “it pays to file early.”

Our
Recommendations
and Agency
Response

Many American will rely heavily on Social Security for a substantial
portion of their retirement income, so it is imperative that they have the
necessary information to make informed claiming decisions. Though we
found SSA’s claims process largely provides accurate information and
avoids overt financial advice, certain key information is not provided or
explained clearly during the claims process. POMS specifies that claims
specialists should explain the advantages and disadvantages of filing for
Social Security benefits to help people make informed filing decisions.
However, because SSA is not fully operationalizing this guidance in the
claims interviews, some claimants do not receive all the information that
is critical to making informed claiming decisions. The claims process,
either in person with a claims specialist or online, allows for SSA to add
additional questions or prompts—potentially using language SSA already
provides on its website and in publications. Updating this information
would help each individual receive the information they need to make an
optimal decision. In our issued report, we make several recommendations
that would ensure potential claimants are consistently provided with key
information during the claiming process to help them make informed
decisions about when to claim Social Security retirement benefits.

Specifically, we recommend that SSA take steps to ensure that:

« when applicable, claims specialists inform claimants that delaying
claiming will result in permanently higher monthly benefit amounts,
and at least offer to provide claimants their estimated benefits at their
current age, at FRA (unless the claimant is already older than FRA),
and age 70;

« claims specialists understand that they should avoid the use of
breakeven analysis to compare benefits at different claiming ages;

+ when applicable, claims specialists inform claimants that monthly
benefit amounts are determined by the highest (indexed) 35 years of
earnings, and that in some cases, additional work could increase
benefits;

« when appropriate, claims specialists clearly explain the retirement
earnings test and inform claimants that any benefits withheld because
of earnings above the earnings limit will result in higher monthly
benefits starting at FRA;

GAO-16-865T
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+ claims specialists explain that lump sum retroactive benefits will result
in a permanent reduction of monthly benefits. For the online claiming
process, SSA should evaluate removing or revising the online
question that asks claimants to provide a reason for not choosing
retroactive benefits; and

« the claims process include basic information on how life expectancy
and longevity risk may affect the decision to claim benefits.

SSA generally agreed with our recommendations.

Chairman Collins, Ranking Member McCaskill, and Members of the
Committee, this concludes my prepared remarks. | would be happy to
answer any questions that you may have at this time.
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Chairman Collins, Ranking Member McCaskill, and Members of the Special Committee:

I am Virginia Reno, Deputy Commissioner for Retirement and Disability Policy at the
Social Security Administration (SSA). Thank you for inviting me to discuss how SSA
provides information to help workers and their family members decide when to claim
Social Security retirement benefits. This decision is a very important one, and we are
mindful of our responsibility to provide information to help our claimants make informed
decisions that best fit their individual circumstances.

Importance of Social Security

First, I would like to note the importance of Social Security, officially named the Old-
Age, Survivors, and Disability Insurance program. Few government agencies touch as
many people as we do. We are with people through life’s journey, helping them secure
today and tomorrow. Social Security is a social insurance program, under which workers
earn coverage for retirement, survivors, and disability benefits by working and paying
Social Security taxes on their earnings. Employees today contribute 6.2 percent of their
earnings — on earnings up to $118,500 a year — for Social Security protection, and their
employers contribute matching amounts. Self-employed workers contribute both the
employee and employer shares and receive tax deductions for the amount of the employer
share. In 2015, 213 million workers were insured for retirement and survivors benefits,
and 151 million workers were protected against a catastrophic loss of income due to
disability.

Social Security pays monthly benefits to 60 million individuals, including 40 million
retired workers and three million of their spouses and children; nine million disabled
workers and two million dependents (mainly children); and six million surviving widows,
children, and other dependents of deceased workers." In fiscal year (FY) 2015, these
benefits totaled around $877 billion. Administrative expenses for Social Security are very
low, less than one percent of benefit payments.

Social Security is the foundation of retirement security for almost all U.S. workers, and it
is the main source of income for most retirees. Nearly two in three seniors who receive
Social Security get more than half of their total income from it, including one in three
who rely on their benefits for all or almost all (90 percent or more) of their income.?

! We also administer the Supplemental Security Income program, which provided benefits to over eight
million recipients last year.
2 Income of the Population 55 or Older, 2014 (2016). Table 9.A1
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Choosing When to Claim Retirement Benefits

Choosing when to start receiving Social Security retirement benefits is an important
decision that affects the amount that individuals receive for the rest of their lives.
Workers can claim full (unreduced) retirement benefits at their full retirement age (FRA)
— currently age 66.% Social Security offers workers flexibility to claim benefits as early as
age 62 or to delay as late as age 70.

Receiving Social Security benefits before FRA permanently reduces an individual’s
monthly retirement benefit for every month of benefits received before attaining FRA —
and the earlier benefits begin, the greater the reduction. In 2016, retirement benefits
claimed at age 62 result in a reduction of up to 25 percent, compared to the benefit
payable at FRA.’

On the other hand, individuals who delay claiming beyond FRA earn “delayed retirement
credits” (DRCs) for every month they do not receive benefits after attaining FRA and
prior to attaining age 70. For those born in 1943 and later, each month of delay increases
the retirement benefit by two-thirds of one percent, or eight percent per year.

For example, consider an individual eligible for a $1,000 monthly benefit at the FRA of
66. As shown in the following chart, if he or she took benefits at age 62, the monthly
amount would be permanently reduced by 25 percent to $750. On the other hand, if he or
she delayed benefits until age 70, the monthly amount would be permanently increased
by 32 percent (eight percent per year from age 66 to 70) to $1,320. Overall, delaying the
start of benefits from age 62 to 70 would increase the monthly benefit by 76 percent
(from $750 to $1,320).

? For persons born in years 1943 through 1954, full retirement age is 66. Over time, the full retirement age
will gradually increase to age 67 (for persons born in 1960 and later).

*In the case of carly retirement, a benefit is reduced 5/9 of one percent for cach month before full
retirement age, up to 36 months. If the number of months exceeds 36, then the benefit is further reduced
5/12 of one percent per month.

* For persons born in 1960 or later, a worker who chooses to retire at age 62 would have a reduction of up
to 30 percent.

® Both figures reflect current dollar amounts. Because all beneficiaries receive cost-of-living adjustments
over time, regardless of when they elect to begin retirement benefits, the actual dollar amounts would vary.
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If receipt begins at age:’ The monthly benefit would be:®
62 $750
63 $800
64 $866
65 $933
66 $1,000
67 $1,080
68 $1,160
69 $1,240
70 $1,320

Retirement claiming decisions can also affect the amount of the benefit that the worker’s
surviving spouse will receive, if he or she outlives the worker. In effect, the same
adjustment that applies to the worker’s retirement benefit will apply to survivor benefits
paid to the worker’s widow or widower, for the rest of his or her life.

The amount of these reductions and credits is not arbitrary. Rather, the benefit
adjustments for early and delayed claiming are designed to be actuarially neutral in the
cost to the Social Security trust funds. This means that, no matter when he or she elects to
receive retirement benefits, if an individual lives to the average life expectancy, he or she
will receive roughly the same lifetime benefits. Of course, real people are not averages.
In this respect, people make decisions that best reflect their own situations and needs.

Deciding when to claim retirement benefits can be complex and is a highly personal
decision, based on many factors. In addition to the monthly benefit amount, individuals
will want to consider their personal and family circumstances, including current and
future financial resources and obligations, and current and anticipated health and
longevity.

7 See SSA Pub. No. 05-10147, “When to Start Receiving Retirement Benefits” (July 2016), available at
https://www.ssa.gov/pubs/EN-05-10147.pdf.

® These monthly benefit amounts do not account for any benefit increase that may be due to earnings after
age 61.
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Someone who needs benefits at age 62 to make ends meet, or whose current health is
precarious, may choose to claim benefits at age 62. Others may choose to wait until age
70 to get higher Social Security benefits in case they might live to an advanced age when
other resources may have decreased. In fact, the likelihood of living to an advanced age is
greater than many people might realize. Social Security’s actuaries estimate that more
than one in three 65-year-olds today will live to age 90, and more than one in seven will
live to age 95.°

Married couples approaching retirement have two lives to plan for. They must consider
important information about Social Security protection for widowed spouses. A higher-
earning partner who delays benefits will receive higher monthly benefits for his or her
life. This delay will also result in higher survivor’s benefits for a spouse if the spouse
lives longer. Married couples at age 65 today have greater than a 50-50 chance that at
least one member of the couple will live beyond the age of 90."

Social Security’s Role in Individuals® Decision-Making

SSA’s role in the retirement claiming decision is to provide objective and clear
information that individuals can use to make an informed decision for their own
circumstances. The Government Accountability Office (GAO) is currently exploring the
ways we inform individuals about their choices. While our outreach, education, and
customer service efforts are informative and robust, we appreciate the guidance and
recommendations that GAO may offer to improve our interactions with the public.

We have a variety of ways to inform individuals about their claiming decisions before
they decide to file for benefits. These resources are critical because they allow individuals
to gather information and consider their decisions in advance, so they have time to think
about the best claiming age for them. After all, by the time they arrive in a field office or
complete an online application to claim benefits, they may have already decided to file
for benefits. We provide this information in advance through the Social Security
Statement, our website and publications, outreach, and more.

Social Security Statement
The Social Security Statement (Statement) reaches a wide swath of workers and pre-

retirees of all ages. It often serves as our first interaction with members of the public. We
currently mail Statements to workers ages 25, 30, 35, 40, 45, 50, 55, and 60 or older who

° See SSA Pub. No. 05-10147, “When to Start Receiving Retirement Benefits” (July 2016), available at
https://www.ssa.gov/pubs/EN-05-10147.pdf.

19 NASI brief, When Should I Take Social Security Benefits? 2014, data based on OACT estimates for
2013.
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are not receiving Social Security benefits and do not have a my Social Security
account.’ In FY 2015, we mailed more than 44 million Statements.

The most convenient way for people to see their Statement is by creating and using their
personal my Social Security account through our SocialSecurity.gov website. However,
we also provide an option for online users to print and mail a request to us, allowing us to
send a hard copy Statement without any registration process.

The Statement provides personalized information about an individual’s potential
retirement, disability, and survivor benefits, as well as a detailed record of the
individual’s earnings history. We encourage people to verify their earnings history and let
us know if corrections are needed. This is especially important since we base future
benefits on the individual’s earnings history. For retirement benefits, the Statement lists
the benefit amounts that he or she could expect to receive at age 62, at FRA, and at age
70. For people age 55 and older, the Statement describes additional factors to consider
when choosing when to claim benefits. It includes information on how work affects
benefits; how a worker’s claiming decision affects his or her spouse’s survivor benefits;
how to avoid a Medicare late-enrollment penalty; and information on life expectancy.
Surveys indicate that receiving the Statement increases Social Security program
knowledge among recipients, ' and preliminary research findings suggest that Statement
receipt also has a statistically significant impact on claiming decisions, reducing the
percentage of individuals claiming at ages 62 and 63.1

Because it reaches so many people and provides individualized benefit information, the
Social Security Statement is a valuable educational tool. With recent funding levels,
however, we have been unable to mail Statements to all workers in some years. As the
Statement serves as a vital tool in retirement planning, it is essential that we receive the
funding necessary to ensure that we are able to continue its mailing.

Publications and Online Tools

We offer a wealth of information to the public through our publications, website, and
other online tools. Over 118 million people visited our website a total of more than 216
million times in the last year. Numerous publications, webpages, and Frequently Asked
Questions explain the effect that earnings, the age of claiming benefits, and the receipt of
a non-covered pension may have on Social Security benefits. Our resources range from

" Individuals also may request a copy of their Statement outside of these times.

!2 Barbara Smith and Kenneth Couch, “The Social Security Statement: Background. Implementation. and
Recent Developments,” in Social Security Bulletin, Vol. 74, No. 2, 2014.

B Barbara Smith and Kenneth Couch, “The Contribution of the Social Security Statement to the
Retirement Security of American Workers,” paper presented at the Financial Security Research
Symposium, U.S. Treasury Department, Washington, DC, September 7, 2016.
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providing basic information about benefits, to delving into the details of benefit
calculations, factors to consider in claiming decisions, and more.

We offer a variety of online calculators. One of these, the Retirement Estimator, allows
an individual to input a few pieces of personal information and receive an estimate of
benefits that would be payable if he or she were to claim benefits at age 62, at FRA, at
age 70, or at any age in between based upon his or her actual earnings information. The
Retirement Estimator lets individuals enter different future earnings information,
retirement dates, and scenarios to help decide the best time to retire. We also offer a Life
Expectancy Calculator to aid people with their retirement planning. This calculator
allows an individual to see his or her estimated total life expectancy based on his or her
gender and date of birth.

Individuals with a my Social Security account gain immediate access to their Statement
online, including both their earnings record and their expected Social Security benefits
were the individual to claim benefits at ages 62, FRA, and 70. Currently, over 26 million
individuals have signed up for a my Social Security account.

We also offer substantial information while an individual completes the online
application for retirement benefits. Throughout the online retirement application, we
provide links that explain why we ask for particular pieces of information or that offer
information based on a claimant’s individual circumstances. For example, within the
online application, when claimants indicate the date they want to start receiving benefits,
we provide information to let them know that if they begin receiving their benefit before
FRA, their benefits will be permanently reduced. We also provide links to more
information about FRA and full benefit amounts. Additionally, we provide a link to a
retirement estimator, mentioned earlier, that allows claimants to see what their benefit
amount would be at various ages. This level of information is important because most
retirement claims are filed online — in 2015, 52 percent of retirement applications were
filed online.

Direct Service to Customers

Our employees are dedicated to providing customers with all the information they need to
make a well-informed decision about claiming Social Security benefits. They assist the
public in a variety of ways, through face-to-face interaction in the field offices, by
telephone, in response to online applications, and by mail.

Employees inform claimants of all benefits for which they and their family members may
be eligible; provide monthly benefit amounts at early, full, and delayed retirement ages;
and discuss other information the claimant may need to know about Social Security rules,
requirements, and benefits. In short, our employees provide customers with information
about Social Security and how our rules apply to each customer’s individualized
situation. At the same time, we instruct our employees not to persuade or influence
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claimants about benefit decisions. Rather, our information about Social Security benefits
and rules is part of a much larger picture that a claimant and his or her family must put
together to make decisions that fit their own circumstances. Our employees are not in a
position to know about or discuss a worker’s financial resources, tax situation, health,
family history, or other information that may be important when making individual
retirement decisions.

Ending Use of Breakeven Analysis

In the past, we used to calculate a “breakeven age” for claimants who were deciding
when to claim benefits.'* We discontinued this practice in 2008 based on concerns within
the agency, from stakeholders, and from researchers that its use encouraged early benefit
claiming. Breakeven analysis generally weights the discussion toward getting the most
money as soon as possible (often by claiming early), and may undervalue Social
Security’s annuity protection against the so-called “longevity risk”— the very real risk that
an individual or his or her surviving spouse may face deprivation at an advanced age.
Based on these concerns, we discontinued using the breakeven concept in 2008.
Subsequent research supports this decision. For example, a 2011 study tested different
ways of framing or presenting information on Social Security claiming options, and
found that use of breakeven framing led to substantially earlier expected claiming dates
than other ways of presenting the same information.'> Additionally, more recent research
finds that psychological factors, such as loss aversion and preference for immediate over
future rewards, could also encourage earlier claiming of benefits. '

Field Office Employee Training

Our field office employees serve as the face of our agency, providing integral in-person
decision-making information to our claimants. To ensure that they are well informed and
able to provide exemplary customer service to the public, we train our field office claim
specialists through a variety of methods and over the course of their careers. Claims
specialists’ training begins with approximately four months of formal entry-level and
advanced training. This training covers topics that employees need to perform their jobs,
and explains how employees should discuss items with claimants during interviews and
in response to questions.

" The breakeven point is the age at which the projected amount of accumulated benefits based on a later
retirement (higher monthly benefits) would equal the projected amount of accumulated benefits from
retiring early (reduced monthly benefits).

'3 Jeffrey R. Brown, Arie Kapteyn, and Olivia S. Mitchell. Framing Effects and Expected Social Security
Claiming Behavior. RAND Working Paper WR-854, April 2011.

!¢ Shu, Suzanne B., John W. Payne, and Namika Sagara. 2014. The Psychology of SSA Claiming
Decisions: Toward the Understanding and Design of Interventions. Prepared for the 16th Annual Joint
Meeting of the Retirement Research Consortium, August 7-8, 2014.
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After formal training, claims specialists enter into a mentorship under a journeyman
employee until they have shown their proficiency in their job duties. To ensure that our
employees retain their knowledge and are aware of any updates to policy and procedure,
we offer continued training even after an employee has been certified to complete work
independently, and such training continues throughout his or her career.

Collaboration

Public outreach is an essential part of our strategy to educate the public on the retirement
benefit options available. We provide the public with critical information about our
programs, benefits, and services. To this end, we participate in ongoing communications
and collaborations with key national organizations, advocacy groups, Federal agencies,
and state and local government organizations.

We collaborate with a number of outside organizations on research and other projects to
expand our understanding of retirement claiming decisions and related factors, and to
improve how we explain this information to the public. For example, we are working
with the White House Social and Behavioral Sciences Team to use insights from the
behavioral sciences to improve how we explain options that individuals have about the
retirement earnings test and claiming options. We are also partnering with AARP to
explore messaging about claiming ages (such as at full retirement and early retirement).
In addition, we support a nationally-representative panel survey that allows us to
determine what participants know about Social Security, how they want to receive
information from us, and how well they understand particular messages or terminology
about retirement claiming.

We also work with other Federal agencies to provide people with the information tools
they need to plan for retirement and to encourage financial readiness. For example, we
partnered with the Department of Labor to develop and publicize the Retirement Toolkit.
This toolkit includes information on Social Security benefits and claiming, Medicare,
retirement savings, and other related topics. We also recently co-hosted a public
Financial Security Research Symposium with the Department of the Treasury, as part of
the Financial Literacy and Education Commission.

These collaborations, and others like them, further our understanding of how best to
explain complicated claiming information in a way that promotes informed decision-
making for all of our claimants. We are using empirical evidence to improve tools and
techniques to help our customers make informed decisions about claiming Social
Security retirement benefits.

Funding

Finally, I would like to emphasize our need for adequate, sustained funding to carry out
Social Security’s core missions, including our commitment to provide the world-class
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service that this Committee, the GAO, and our public expect. When workers contribute
6.2 percent of their earnings throughout their working lives into the Social Security
program, they are paying not only for insurance protection and a monthly insurance
benefit. They are also paying for the comprehensive service they expect from us before
and when they claim benefits.

However, our operating budget (excluding dedicated program integrity funds) to
administer Social Security has been severely constrained in recent years. SSA’s core
operating budget has shrunk by 10 percent since 2010 after adjusting for inflation, even
as the number of Social Security beneficiaries has risen by 12 percent over the same time.
We expect to serve a record number of claimants and beneficiaries in FY 2017.

And large numbers of claimants and beneficiaries continue to come to us expecting the
services that they paid for throughout their working lives. We do not expect this to
subside in the foreseeable future, as the first boomers reached age 62 only in 2008 (and
the last ones will not reach that age until the mid-2020s).

But we can only do so much when we receive far less money than we need, even as our
workloads are increasing with the baby boomers reaching retirement age. Our FY 2016
enacted budget was $350 million less than the President’s request. Given the significant
demand for our services and the budget constraints of recent years, the result has been
that more people are waiting to be served at field offices, more people are waiting longer
for their claims to be allowed, and more people (over one million) are waiting for their
hearings before administrative law judges.

We are greatly concerned about FY 2017 under a continuing resolution or even lower
funding levels. Each year we must absorb $300-350 million inflationary growth in our
fixed costs (e.g., payroll, benefits, rent, postage, and guard services), which means less
money to do our work and serve the public. We already are faced with a hiring freeze,
which means — due to attrition — we are shrinking even as the number of Social Security
beneficiaries grows. The House appropriations bill, if enacted, would cut the agency’s
base administrative funding below the FY 2016 enacted level and result in serious
degradation of service. For example, at such low funding levels, we could face up to two
weeks of employee furloughs, when our field offices could be closed to the public. The
Senate appropriation bill, while higher than the House bill, would still fall short of
providing us the funding to serve record numbers of claimants and beneficiaries.

The President’s Budget request of $13.067 billion would provide funding to improve
service to the public, and it would allow us to continue mailing Social Security
Statements to millions of workers. We have demonstrated that we do an excellent job
managing our administrative budget despite needing a large infrastructure that requires
many people and buildings to be accessible to the public. Our administrative costs are
extremely low considering the volume of work we do. In 2015, administrative expenses
represented only 0.7 percent of total Old-Age and Survivors Insurance (OASI) and
Disability Insurance (DI) benefits. Looking at OASI alone, the numbers are even lower,
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at 0.4 percent of OASI outgo. Again, that is /less than one-half of one percent — far less
than any private sector system for providing life insurance and retirement annuities.

As GAO and many others point out, decisions about claiming retirement benefits have
lifelong consequences for retirees and their spouses. It is crucial that we get a funding
level that allows us to rebound from this year’s constraints to restore and improve service
to the public. We reiterate the critical importance of adequately funding our agency so
that we can deliver the level of service the American people deserve and have paid for
with Social Security contributions from their paychecks throughout their working lives.

Conclusion

When Congress enacted the Social Security Act in 1935, it did so to provide seniors with
benefits based on their earned income to sustain them through their retirement. This
continues to be one of the program’s core purposes. But our efforts should not result in
pushing our claimants into a one-size-fits-all choice. Our program rules allow individuals
to claim their retirement benefits at any time between the ages of 62 and 70, offering
individuals the flexibility to start benefits at the date that best suits their needs. Through
interaction with agency employees, the Social Security Statement, my Social Security,
and other online tools, our publications, and our outreach efforts, we provide valuable
ways for individuals to learn about how claiming decisions may affect their benefits.
While there is no “best age” for all individuals to receive their retirement benefits, we
design our efforts to ensure that individuals can make informed decisions based on their
own circumstances.

Thank you again for inviting me here today. I would be glad to answer any questions.
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Deputy Commissioner
for Retirement and Disability Policy

Virginia P. Reno is the Deputy Commissioner for Retirement and Disability Policy at the Social
Security Administration (SSA). She directs and manages policy and operational instructions for the
retirement, survivors, disability, and SSI programs, as well as programs promoting the employment
of beneficiaries with disabilities. She is also the principal advisor to the Commissioner of Social
Security on strategic policy planning, policy research and evaluation, statistical programs, and
overall policy development and analysis. Previously, Reno served as Vice President for Income
Security Policy at the National Academy of Social Insurance, where she led the Academy’s work on
Social Security, retirement policy, disability insurance, workers’ compensation, and related programs.
She directed the Academy’s landmark study, Uncharted Waters: Paying Benefits from Individual
Accounts in Federal Retirement Policy, which was highly regarded by experts on all sides of Social
Security policy debates. She also directed the Academy’s comprehensive review of Social Security
disability programs, culminating in a final report that became the blueprint for many of the changes
enacted in the Ticket to Work and Work Incentive Improvement Act of 1999. Before joining the
Academy, Reno held research and policy positions at SSA and worked for four major commissions
on Social Security, including serving as a senior advisor to the 1983 Greenspan Commission. She
received her B.A. from the Honors College of the University of Oregon and served in the Peace
Corps in Liberia.
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t Social Security, we're often asked, “What's

the best age to start receiving retirement
benefits?” The answer is that there’s no one
“best age” for everyone and, ultimately, it’s your
choice. The most important thing is to make
an informed decision. Base your decision about
when to apply for benefits on your individual and
family circumstances. We hope the following
information will help you understand how Social
Security fits into your retirement decision.

Your decision is a personal one

Would it be better for you to start getting
benefits early with a smaller monthly amount
for more years, or wait for a larger monthly
payment over a shorter timeframe? The answer
is personal and depends on several factors, such
as your current cash needs, your current health,
and family longevity. Also, consider if you plan to
work in retirement and if you have other sources
of retirement income. You must also study
your future financial needs and obligations, and
calculate your future Social Security benefit. We
hope you'll weigh all the facts carefully before
making the crucial decision about when to begin
receiving Social Security benefits.

Monthly payments differ

substantially based on when you
start receiving benefits

If you live to the average life expectancy for
someone your age, you'll receive about the same
amount in lifetime benefits. It doesn’t matter
if you start receiving benefits at age 62, full
retirement age, age 70, or any age in between. The
amount of your monthly benefit, however, can
differ considerably, based on your retirement age.
You can get lower monthly payments for a longer
period or higher monthly payments over a shorter
period of time. The amount you receive when
you first get benefits sets the base for the benefits
you'll get for the rest of your life. You'll get
annual cost-of-living adjustments and, depending
on your work history, may receive higher benefits
if you continue to work.

www.socialsecurity.gov

The following chart provides an example of
how your monthly benefit can differ based on the
age you decide to start receiving benefits.

Monthly Benefit Amounts Differ Based on the
Age You Decide to Start Receiving Benefits
This example assumes a benefit of
$1,000 at a full retirement age of 66

$1,320
$1,240
$1,160
$1,080
$1,000

$900
$751

Monthly Benefit Am
g
g

$300

62 63 64 6 66 6 68 6 70
Age You Choose to Start Receiving Benefits

Let’s say your full retirement age is 66 and your
monthly benefit starting at that age is $1,000. If
you start getting benefits at age 62, we’ll reduce
your monthly benefit 25 percent to $750 to
account for the longer time you receive benefits.
This decrease is usually permanent.

If you choose to delay getting benefits until age
70, you would increase your monthly benefit to
$1,320. This increase is from delayed retirement
credits you earn for your decision to postpone
receiving benefits past your full retirement age.
The benefit at age 70 in this example is 32 percent
more than you would receive each month if you
start getting benefits at full retirement age.

Retirement may be longer than you think

When thinking about retirement, be sure
to plan for the long term. Many of us will live
much longer than the “average” retiree, and most
women live longer than men. More than one in
three 65 year olds today will live to age 90, and
more than one in seven will live to age 95. Social
Security benefits, which last as long as you live,
provide valuable protection against outliving
savings and other sources of retirement income.
Again, you'll want to choose a retirement age
based on your circumstances so you'll have
enough income when you need it.

(over)

When to Start Receiving Retirement Benefits
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Your decision could affect your family

Your spouse may be eligible for a benefit based
on your work record (we reduce spouse benefits if
claimed before the spouse’s full retirement age). If
you earned more over your lifetime and die before
your spouse, they may be eligible for a higher
survivor benefit based on your work record. If
you begin receiving Social Security benefits
early, we can't pay your surviving spouse a full
benefit from your record. But, if you wait until
full retirement age to get benefits, your surviving
spouse — if they’re is at least full retirement
age — will get the same benefit you would
have received.

Your children can also be eligible for a benefit
on your work record if they’re under age 18 or if
they have a disability that began before age 22.
For them to receive benefits, you must be getting
benefits, too.

You can keep working

When you reach your full retirement age, you
can work and earn as much as you want and still
get your full Social Security benefit payment.

If you're younger than full retirement age and
if your earnings exceed certain dollar amounts,
some of your benefit payments during the year
will be withheld.

This doesn’t mean you must try to limit your
earnings. If we withhold some of your benefits
because you continue to work, we’ll pay you a
higher monthly benefit when you reach your full
retirement age. So, if you work and earn more
than the exempt amount, it won'’t, on average,
decrease the total value of your lifetime benefits
from Social Security — and can increase them.

Here is how this works: When you reach full
retirement age, we'll recalculate your benefit
to give you credit for months you didn’t get a
benefit because of your earnings. In addition,
as long as you continue to work and receive
benefits, we'll check your record every year to
see whether the extra earnings will increase your
monthly benefit.

www.socialsecurity.gov

9 Printed on recycled paper

Don’t forget Medicare

If you plan to delay receiving benefits because
you're working, you'll still need to sign up for
Medicare three months before reaching age 65. If
you don’t enroll in Medicare medical insurance
or prescription drug coverage when you're first
eligible, it can be delayed, and you may have to
pay a late enrollment penalty for as long as you
have coverage.

More resources

You can estimate benefit amounts
and find more information to help you
decide when to start receiving retirement
benefits by using our benefits planners at
www.socialsecurity.gov/planners. You
can also use our Retirement Estimator
at www.socialsecurity.gov/estimator, or
create a my Social Security account
and get your Social Security Statement at
www.socialsecurity.gov/myaccount. Both tools
provide retirement benefit estimates based on
your actual earnings record.

When you're ready for benefits,
you can also apply online at
www.socialsecurity.gov/applyforbenefits. Many
people can continue to work and still receive
retirement benefits. If you want more information
about how your earnings affect your retirement
benefits, read How Work Affects Your Benefits
(Publication No. 05-10069). This pamphlet has the
current annual and monthly earnings limits.

More information — including copies
of our publications — is available at
www.socialsecurity.gov. You can also call
our toll-free number, 1-800-772-1213 (for the
deaf or hard of hearing, call our TTY number,
1-800-325-0778). We can answer specific
questions from 7 a.m. to 7 p.m., Monday through
Friday. Generally, you’ll have a shorter wait time
if you call during the week after Tuesday. We
treat all calls confidentially. We also want to
make sure you receive accurate and courteous
service, so a second Social Security representative
monitors some telephone calls. We can provide
general information by automated phone service
24 hours a day. And, remember, our website,
www.socialsecurity.gov, is available to you
anytime and anywhere!

o 5y, Social Security Administration
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Your payment would be about

$1,767 a month

at full retirement age

WANDA WORKER
456 ANYWHERE AVENUE
MAINTOWN, USA 11111-1111

January 2, 2016

Your Social Security Statement

Are you thinking about retirement? Are you
ready for retirement?

We have tools that can help you!

« Estimate your future retirement benefits
at socialsecurity.gov/estimator

« Apply for retirement, spouse’s,
Medicare, or disability benefits
at socialsecurity.gov/applyforbenefits

« And once you receive benefits, manage your
benefits at myaccount.socialsecurity.gov

Your Social Security Statement tells you about
how much you or your family would receive

in disability, survivor, or retirement benefits. It
also includes our record of your lifetime earnings.
Check out your earnings history, and let us know
right away if you find an error. This is important
because we base your benefits on our record of
your lifetime earnings.

Social Security benefits are not intended to be
your only source of income when you retire.
On average, Social Security will replace about

To view your Social Security
Statement online anytime create a
my Social Security account today!

my Social Security

myaccount.socialsecurity.gov

40 percent of your annual pre-retirement earnings.
You will need other savings, investments,
pensions, or retirement accounts to live
comfortably when you retire.

To see your Statement online anytime,

create a my Social Security account

at myaccount.socialsecurity.gov.

Caertyp i

Carolyn W. Colvin
Acting Commissioner

Follow the Social Security Administration at these social media sites. n u \(I'{ Tube
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Your Estimated Benefits

1.767 a month
$ 2.192 a month

$ 1.228 a month

*Retirement You have earned enough credits to qualify for benefits. At your current earnings rate. if you
continue working until...
your full retirement age (67 years). your payment would be about $
age 70. your payment would be about
age 62, your payment would be about

*Disability

your payment would be about.

You have earned enough credits to qualify for benefits. If you became disabled right now.

$ 1.748 a month

enefits, your spouse and children also may qualify for benefits.

1.311 a month

5 1,311 a month

$
$
$ 1.748 a month
$ 3.186 a month

*Family If you get retirement or disability
*Survivors You have earned enough credits for your family to receive survivors benefits. If you die this
year, certain members of your family may qualify for the following benefits:
Your child
Your spouse who is caring for your child
Your spouse, if benefits start at full age.
Total family benefits cannot be more than
Your spouse or minor child may be eligible for a special one-time death benefit of $255.
Medicare You have enough credits to qualify for Medicare at age 65. Even if you do not retire at age 65, be

sure to contact Social Security three months before your 65th birthday to enroll in Medicare.

* Your estimated benefits are based on current law. Congress has made changes to the law in the
past and can do so at any time. The law governing benefit amounts may change because, by 2034,
the payroll taxes collected will be enough to pay only about 79 percent of scheduled benefits.

‘We based your benefit estimates on these facts:

Your date of birth (please verify your name on page 1 and this date of birth)...
Your estimated taxable earnings per year after 2016
Your Social Security number (only the last four digits are shown to help prevent identity theft).........

April 5, 1956
$44.234

XXX-XX-1234

How Your Benefits Are Estimated

To qualify for benefits, you earn “credits” through your work —
up to four each year. This year, for example, you eamn one credit
for cach $1,260 of wages or self-employment income. When
you’ve camed $5,040, you’ve camed your four credits for the
year. Most people need 40 credits, eamed over their working
lifetime, to receive retirement benefits. For disability and survivors
benefits, young people need fewer credits to be eligible.

We checked your records to see whether you have earned
enough credits to qualify for benefits. If you haven't earned
enough yet to qualify for any type of benefit, we can’t give you
a benefit estimate now. If you continue to work, we’ll give you
an estimate when you do qualify.

‘What we assumed — If you have enough work credits, we
estimated your benefit amounts using your average earnings
over your working lifetime. For 2016 and later (up to
retirement age). we assumed you’ll continue to work and make
about the same as you did in 2014 or 2015. We also included
credits we assumed you earned last year and this year.

Generally, the older you are and the closer you are to
retirement, the more accurate the retirement estimates will be
because they are based on a longer work history with fewer
uncertainties such as earnings fluctuations and future law
changes. We encourage you to use our online Retirement
Estimator at www.socialsecurity.gov/estimator to obtain
immediate and personalized benefit estimates.

‘We can’t provide your actual benefit amount until you apply
for benefits. And that amount may differ from the estimates
stated above because:

(1) Your earnings may increase or decrease in the future.

(2) After you start receiving benefits, they will be adjusted
for cost-of-living increases.

(3) Your estimated benefits are based on current law. The law
governing benefit amounts may change.

(4) Your benefit amount may be affected by military service,
railroad employment or pensions earned through
work on which you did not pay Social Security tax.
Visit www.socialsecurity.gov to learn more.

‘Windfall Elimination Provision (WEP) — In the future,

if you receive a pension from employment in which you do
not pay Social Security taxes, such as some federal, state

or local government work, some nonprofit organizations or
foreign employment, and you also qualify for your own Social
Security retirement or disability benefit, your Social Security
benefit may be reduced, but not climinated, by WEP. The
amount of the reduction, if any, depends on your earnings and
number of years in jobs in which you paid Social Security
taxes, and the year you are age 62 or become disabled. For
more information, please see Windfall Elimination Provision
(Publication No. 05-10045) at www.socialsecurity.gov/WEP.
Government Pension Offset (GPO) — If you receive a
pension based on federal, state or local government work in
which you did not pay Social Security taxes and you qualify,
now or in the future, for Social Security benefits as a current or
former spouse, widow or widower, you are likely to be affected
by GPO. If GPO applies, your Social Security benefit will be
reduced by an amount equal to two-thirds of your government
pension, and could be reduced to zero. Even if your benefit

is reduced to zero, you will be eligible for Medicare at

age 65 on your spouse’s record. To learn more, please see
Government Pension Offset (Publication No. 03-10007) at
www.socialsecurity.gov/GPO.

IC1
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Your Earnings Record

Your Taxed Your Taxed
Years You Social Security Medicare
Worked Eamnings Eamings

1972 209 209
1973 531 531
1974 970 970
1975 1712 1,712
1976 2419 2,419
1977 3.071 3.071
1978 3.982 3982
1979 5.386 5.386
1980 6931 6931
1981 8,577 8,577
1982 9.923 9923
1983 11,231 11231
1984 12,675 12,675
1985 13,908 13,908
1986 14,955 14,955
1987 16.486 16,486
1988 17.833 17.833
1989 19.017 19.017
1990 20346 20346
1991 21,508 21,508
1992 22,988 22,988
1993 23.540 23,540
1994 24,490 24,490
1995 25,781 25,781
1996 27327 27327

Your Taxed Your Taxed
Years You  Social Security Medicare
Worked Earnings Eamnings
1997 29216 29216
1998 30,992 30,992
1999 32,969 32,969
2000 35,043 35,043
2001 36.1 36,115
2002 36,676 36,676
2003 37.694 37.694
2004 39,484 39,484
2005 40,937 40,937
2006 42778 42,778
2007 44,531 44,531
2008 45,197 45,197
2009 44,055 44,055
2010 44,549 44,549
2011 45,110 45,110
2012 45,133 45,133
2013 44,275 44275
2014 44234 44234
2015 Not yet recorded

Total Social Security and Medicare taxes paid over your working career through the last year reported on the chart above:

Estimated taxes paid for Social Security
You paid:
Your employers paid:

$61.279
$63.109

Estimated taxes paid for Medicare
You paid:
Your employers paid

$14.759
$14.759

Note: Currently, you and your employer each pay a 6.2 percent Social Security tax on up to $118,500 of your earnings and a 1.45*

percent Medicare tax on all your earnings. If you are self- emplmed you pay the

ch is

and emp amount, wh

12.4 percent Social Security tax on up to $118,500 of your net earnings and a 2.9* percent Medlcdre tax on your entire net earnings.

*If you have eamed income of more than $200,000 ($250,000 for married couples filing jointly), you must pay 0.9 percent more in Medicare taxes.

Help Us Keep Your Earnings Record Accurate

You, your employer and Social Security share responsibility
for the accuracy of your earnings record. Since you began
working, we recorded your reported earnings under your name
and Social Security number. We have updated your record each
time your employer (or you, if you're self-employed) reported
your earnings.

Remember, it’s your earnings, not the amount of taxes you
paid or the number of credits you've earned, that determine your
benefit amount. When we figure that amount, we base it on your
average earnings over your lifetime. If our records are wrong,
you may not receive all the benefits to which you're entitled.
Review this chart carefully using your own records to make
sure our information is correct and that we’ve recorded each
year you worked. You're the only person who can look at the
carnings chart and know whether it is complete and correct.

Some or all of your earnings from last year may not be
shown on your Statement. It could be that we still were

processing last year’s earnings reports when your Statement
was prepared. Your complete earnings for last year will be
shown on next year’s Statement. Note: If you worked for more
than one employer during any year, or if you had both earnings
and self-employment income, we combined your earnings for
the year.

There’s a limit on the amount of earnings on which you pay
Social Security taxes each year. The limit increases yearly.
Earnings above the limit will not appear on your earnings
chart as Social Security earnings. (For Medicare taxes, the
maximum earnings amount began rising in 1991. Since 1994,
all of your earnings are taxed for Medicare.)

Call us right away at 1-800-772-1213 (7 am.~7 p.m. your
local time) if any earnings for years before last year are shown
incorrectly. Please have your W-2 or tax return for those years
available. (If you live outside the U.S.. follow the directions at
the bottom of page 4.)
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Some Facts About Social Security

About Social Security and Medicare...

Social Security pays retirement, disability, family and survivors
benefits. Medicare, a separate program run by the Centers
for Medicare & Medicaid Services, helps pay for inpatient
hospital care, nursing care, doctors’ fees, drugs, and other
medical services and supplies to people age 65 and older, as
well as to people who have been receiving Social Security
disability benefits for two years or more. Medicare does not
pay for long-term care, so you may want to consider options
for private insurance. Your Social Security covered earnings
qualify you for both programs. For more information about
Medicare, visit www.medicare.gov or call 1-800-633-4227
(TTY 1-877-486-2048 if you are deaf or hard of hearing).

Retirement — If you were born before 1938, your full
retirement age is 65. Because of a 1983 change in the law, the
full retirement age will increase gradually to 67 for people born
in 1960 and later.

Some people retire before their full retirement age. You
can retire as carly as 62 and take benefits at a reduced rate.
If you work after your full retirement age, you can receive
higher benefits because of additional carnings and credits for
delayed retirement.

Disability — If you become disabled before full retirement age,
you can receive disability benefits after six months if
you have:
— enough credits from earnings (depending on your age, you
must have earned six to 20 of your credits in the three to 10
years before you became disabled); and
a physical or mental impairment that’s expected to prevent
you from doing “substantial” work for a year or more or
result in death.

If you are filing for disability benefits, please let us know if
vou are on active military duty or are a recently discharged
veteran, so that we can handle your claim more quickly.

Family — If you're eligible for disability or retirement benefits,
your current or divorced spouse, minor children or adult
children disabled before age 22 also may receive benefits. Each
may qualify for up to about 50 percent of your benefit amount.
Survivors — When you die, certain members of your family
may be eligible for benefits:
— your spouse age 60 or older (50 or older if disabled, or any
age if caring for your children younger than age 16); and
— your children if unmarried and younger than age 18, still
in school and younger than 19 years old, or adult children
disabled before age 22.
If you are divorced, your ex-spouse could be eligible for a
widow’s or widower’s benefit on your record when you die.

Extra Help with Medicare — If you know someone who
is on Medicare and has limited resources and income, Extra
Help is available for prescription drug costs. The Extra Help
can help pay the monthly premiums, annual deductibles
and prescription co-payments. To learn more or to apply,
visit www.socialsecurity.gov or call 1-800-772-1213

(TTY 1-800-325-0778).

Receive benefits and still work...

You can work and still get retirement or survivors benefits. If
you're younger than your full retirement age, there are limits on
how much you can earn without affecting your benefit amount.
When you apply for benefits, we’ll tell you what the limits

are and whether work would affect your monthly benefits.
When you reach full retirement age, the earnings limits no
longer apply.

Before you decide to retire...

Carefully consider the ad and disadvantages of carly
retirement. If you choose to receive benefits before you reach
full retirement age, your monthly benefits will be reduced.

To help you decide the best time to retire, we offer a free
publication, When To Start Receiving Retirement Benefits
(Publication No. 05-10147), that identifies the many factors you
should consider before applying. Most people can receive an
estimate of their benefit based on their actual Social Security
carnings record by going to www.soci ity.ge i X
You also can calculate future retirement benefits by using the
Social Security Benefit Calculators at www.socialsecurity.gov.

Other helpful free publications include:

Retirement Benefits (No. 05-10035)

Understanding The Benefits (No. 05-10024)

Your Retirement Benefit: How It Is Figured (No. 05-10070)
Windfall Elimination Provision (No. 05-10045)

— Government Pension Offset (No. 05-10007)

— Identity Theft And Your Social Security Number (No. 03-10064)
We also have other leaflets and fact sheets with information
about specific topics such as military service, self-employment

or foreign employment. You can request Social Security
publications at our website. www.socialsecurity.gov, or

by calling us at 1-800-772-1213. Our website has a list of
frequently asked questions that may answer questions you have.
‘We have casy-to-use online applications for benefits that can
save you a telephone call or a trip to a field office.

You also may qualify for government benefits outside of
Social Security. For more information on these benefits,
visit www.benefits.gov.

If you need more information — Contact any Social Security office, or call us toll-free at 1-800-772-1213. (If you are deaf or
hard of hearing, you may call our TTY number, 1-800-325-0778.) If you have questions about your personal information, you
must provide your complete Social Security number. If you are in the United States, you also may write to the Social Security
Administration, Office of Earnings Operations, P.O. Box 33026, Baltimore, MD 21290-3026. If you are outside the United States,
please write to the Office of International Operations, P.O. Box 17769, Baltimore, MD 21235-7769, USA.

Form SSA-7005-SM-S1 (09/14)
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Thinking of retiring?

www.socialsecurity.gov

Some things to consider

Reti rement can have more than
one meaning these days. It
can mean that you have applied
for Social Security retirement
benefits or that you are no longer
working, Or it can mean that you
have chosen to receive Social
Security while still working, either
full or part-time. All of these
choices are available to you. Your
retirement decisions can have

very real effects on your ability to
maintain a comfortable retirement.

If you retire early, you may

not have enough income to enjoy
the years ahead of you. Likewise,
if you retire late, you'll have a
larger income, but fewer years to
enjoy it. Everyone needs to try to
find the right balance, based on
his or her own circumstances.

We hope the following
information will help you as
you plan for your future
retirement and consider your
retirement options.

Avoid a Medicare Penalty
Sign Up at Age 65
Even if you don’t plan to receive
monthly benefits, be sure to sign up
for Medicare three months before
turning age 65. If you don’t sign
up for Medicare Part B (medical
insurance) when you're first eligible,
your coverage may not start right
away and you may have to pay a
late enrollment penalty for as long
as you have it. You can apply online.
Visit www.socialsecurity.gov/
medicareonly for information and
to apply.

What is the best option for you?

Everyone’s situation is different. That is why Social Security has created
several retirement planners to help you decide what would be best for
you and your family. Social Security has an online calculator that can
provide immediate and accurate retirement benefit estimates to help you
plan for your retirement.

The online Retirement Estimator is a convenient, secure, and

quick financial planning tool. It uses your own earnings record
information, thereby eliminating any need to manually key in years
of earnings information. The estimator also will let you create

“what if” scenarios. You can, for example, change your “stop work”
date or expected future earnings to create and compare different
retirement options. To use the Retirement Estimator, go to our website
at www.socialsecurity.gov/estimator.

Monthly benefit amounts differ based on the
age you decide to start receiving benefits
This example assumes a benefit of

$1,500 [~ $1,000 at a full retirement age of 66

$1,320

$1,240
$1,160
$1,080
$1,000

$1,200 [~

$933
$900

$600

Monthly benefit amount

$300

$0

62 63 64 65 66 67 68 69 70
Age you choose to start receiving benefits

There is one more thing you should
remember as you crunch the numbers
for your retirement. You may need
your income to be sufficient for a
long time, because people are living
longer than ever before, and generally,
women tend to live longer than men.
For example:

The typical 65-year-old today will
live to age 83;

One in four 65-year-olds will live
to age 90; and

One in ten 65-year-olds will live to
age 95.

Once you decide on the best age
for you to actually retire, remember
to complete your application three
months before the month in which
you want retirement benefits to begin.

It’s so easy to apply
online for benefits

The easiest way to apply for Social
Security retirement benefits is to go
online at www.socialsecurity.gov/
applyforbenefits. If you do not

have access to the Internet, you can
call 1-800-772-1213 (TTY number,
1-800-325-0778) between 7 a.m. and
7 p.m., Monday through Friday, to
apply by phone. You also can apply at
any Social Security office. To avoid
having to wait, call first to make

an appointment.
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Receiving benefits while you work

When you reach your full
retirement age, you can work
and earn as much as you want
and still receive your full Social
Security benefit payment. If you
are younger than full retirement
age and if your earnings exceed
certain dollar amounts, some of
your benefit payments during the
year will be withheld.

This does not mean you must try to
limit your earnings. If we withhold
some of your benefits because you
continue to work, we will pay you a
higher monthly benefit amount when
you reach your full retirement age.

In other words, if you would like to
work and earn more than the exempt
amount, you should know that it
will not, on average, reduce the total
value of lifetime benefits you receive
from Social Security—and may
actually increase them.

Here is how this works: after
you reach full retirement age,
we will recalculate your benefit
amount to give you credit for
any months in which you did
not receive some benefit because
of your earnings. In addition, as
long as you continue to work we
will check your record every year
to see whether the additional
earnings will increase your
monthly benefit.

Many people can continue
to work and still receive
retirement benefits. If you
want more information on
how earnings affect your
retirement benefits, ask for
How Work Affects Your Benefits
(Publication No. 05-10069), which
has current annual and monthly
earnings limits, and is available
on our website.

Retirement age considerations

Full retirement age

For persons born during the years
1943-1954, the full retirement age
is 66. If you were not born in this
period, you can find your full
retirement age on page 2 of your
Social Security Statement.
Retiring early

If you’ve earned 40 credits
(credits are explained on page 2
of your Statement), you can start
receiving Social Security benefits
at 62 or at any month between 62
and full retirement age. However,
your benefits will be reduced
based on the number of months
you receive benefits before you
reach full retirement age.

If your full retirement age is 66,
benefits will be reduced:
25 percent at age 62;
20 percent at age 63;
133 percent at age 64; or
6% percent at age 65.

Delaying retirement

You may decide to wait beyond
your full retirement age before
choosing to receive benefits. If

s0, your benefit will be increased
by a certain percentage for each

month you don’t receive benefits
between your full retirement age
and age 70. This table shows the
rate your benefits increase if you
delay retiring.

Year of birth ~ Yearly increase rate
1941 - 1942 7.5%
1943 or later 8.0%

Rules that may affect
your survivor

If you are married and die before
your spouse, he or she may be
eligible for a benefit based on your
work record. If you start benefits
before your full retirement age,
we cannot pay your surviving
spouse a full benefit from your
record. Also, if you wait until after
your full retirement age to begin
benefits, the surviving spouse
benefits based on your record will
be higher.

Need more
information?

You can find answers to frequently
asked questions about Social
Security, learn about factors that
could affect your benefits, and much
more by visiting Social Security
online at www.socialsecurity.gov.

If you do not have access to the
Internet, you can get information
about Social Security by calling
1-800-772-1213 (1-800-325-0778
for the deaf or hard of hearing) or by
visiting a local Social Security office.

Other useful websites
WWW.nymoney.gov

This website contains calculators
for financial planning and
information on money-related
matters, such as retirement planning
and starting a small business.

www.dol.gov/ebsa/pdf/
nearretirement.pdj

Have you determined how

much money you will need in
retirement? There are many
tools available to help you, such
as the Taking the Mystery Out of
Retirement Planning Workbook
available at this link.

www.sec.gov/investor/
seniors.shtml

Are you looking for information
about the investment options
available to you as you enter
retirement? The Securities and
Exchange Commission has a
wealth of information on different
investment products and topics
available at this website.

www.usa.gov/topics/
seniors.shtml

This website has a variety of
resources for seniors on topics
including retirement planning,
housing, and health.

v SECy,
o()’ \ Q? Social Security Administration
||||||| SSA Publication No. 05-10054

May 2015 (Destroy prior editions)
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Testimony of
Bill Meyer, Founder and CEO of Social Security Solutions, Inc.

September 14, 2016

Chairman Collins, Ranking Member McCaskill, and other distinguished members of the Committee: | am
Bill Meyer, Founder and CEO of Social Security Solutions, Inc. Our firm is the largest provider of Social
Security help and guidance outside of the Social Security Administration.

Today, | will provide four simple suggestions for the Social Security Administration (SSA) that could make
a substantial positive difference to millions of Americans. It is important to note that every service our
firm provides the Social Security Administration could provide. Our firm was built on extensive research
Dr. William Reichenstein, Endowed Professor from Baylor University, and | published in leading
academic journals. We focused on how to apply the rules of Social Security to maximize benefits. We
have published more than anyone on this topic and have research that covers almost every household
type: single, married, widows, Windfall Elimination Provision/Government Pension Offset, short life
expectancy, earnings test/part time work, re-do strategies to increase benefits, and other related
research on how to coordinate Social Security benefits with retirement savings. The rules are very
complicated, and resources such as the Program Operations Manual are not intuitive. | have built a lot
of tools in my career that empower individuals to make financial decisions and call center agents to
assist. | give you this context because the Social Security Administration could easily do this, too. Finally,
you should be aware the largest and most reputable financial services firms in America use our software
to help develop claiming strategies. Similarly, thousands of independent financial advisors license our
software. We also directly help retirees who come to us through a website. On a single day we helped
over 10,000 people. Note, at the time we only had 6 employees.

With this background and experience aiding people in claiming benefits, | give the following suggestions
to help retirees and impending retirees who desperately need better and more transparent information
to make claiming decisions.

Suggestion 1 — The Social Security Administration should provide better information to Americans.

Currently, the Social Security Administration is providing neither the “right” nor “enough” information
for someone to make an informed decision. For example, the focus of individual statements is to state
the monthly benefits at 62, Full Retirement Age (66) and 70. No cumulative lifetime benefit estimates
are provided. Knowing the cumulative benefits better equip an individual to make a tradeoff between
filing early or later. Monthly benefits show the immediate impact at a monthly level but do not nearly
tell a complete story about the magnitude of the money “left on the table” by claiming early or in a sub-
optimal way.

Additionally, all benefits a person is entitled to are not included in a person’s statement. While the
statement includes their individual retirement benefits along with monthly survivor and family benefits
that can be paid from their earnings record, it excludes spousal benefits and survivor benefits from a
spouse, and there is no view into how those benefits can work together. Putting all benefits together
and showing trade-offs between claiming strategies changes claiming behavior as more individuals
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better understand the merits of one strategy over another as they compare and evaluate their options.
A detailed example follows this testimony, and I’'m happy to discuss the details during the Questioning
section of the proceeding.

Recommendation - For these reasons, my recommendation is that the Social Security Administration
enhance the current statement with cumulative benefits and details about how all benefit types can
work together. In addition, better tools should be made available that allow retirees to compare their
options.

Suggestion 2 — The Social Security Administration should change policy to allow agents to provide
“guidance.”

Currently, Social Security Administration rules do not allow agents to give advice on how to claim
benefits. The policy states an agent can only give information, but no guidance. Note, claiming Social
Security is the largest financial decision 99% of Americans make in their lifetimes. Americans are making
an irrevocable decision with limited information, and no one in the Social Security Administration is
allowed to help them explore their options. Americans are looking for help and a new set of policies
should be established where transparent and clear information is given to allow them to fully
understand all their options. | have significant experience in this area and the official response that “we
have never done this before” or “this brings in too much risk” or “this idea would be too hard to
implement or train to” are all unacceptable. My firm does it. Other firms do, too. Applying simple and
smart technology with good people facilitates this process. | have trained employees with no financial
experience to use our software and help retirees with claiming strategies within one week. The Social
Security Administration can do this, too.

Recommendation - My recommendation is to create a policy change to allow agents to give claiming
guidance. Specific protocols and workflows can be established to ensure client interactions are
compliant and effective.

Suggestion 3 — The Social Security Administration should facilitate partnership with financial advisors.

According to the Center on Budget and Policy Priorities in their June 2016 report, the Social Security
Administration’s core operating budget has been reduced by 10% over the past six years, at a time when
the number of Americans needing services are at an all-time high. This has left the Administration with
too few resources to deliver essential services. One area these recent cuts have impacted is support for
financial advisors. Research shows that retirees ask their financial professional for help on claiming
strategies. Advisors, almost all of whom have had little or no training about Social Security benefits, are
frustrated that more information and resources are not provided by the Social Security Administration.
Limited resources are available to financial practitioners. Additional education, marketing materials,
tools, and outreach should be delivered to the financial services industry. Providing support to
practitioners will extend the Social Security Administration’s reach and help retirees secure all the
benefits they are entitled to through trusted financial advisors.

Recommendation - My recommendation is for the Social Security Administration to commit to more
support and resources to practitioners who help individuals and to create additional collateral to
educate both advisors and consumers.
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Suggestion 4 — The Board of Trustees should provide clearer information on trust fund viability and
level of funding security.

The Board of Trustees of the Federal Old-Age and Survivors Insurance and Federal Disability Insurance
Trust Funds issue an annual “state of the funds” report. The 2016 annual report about the Trust fund
contains 263 pages. It is filled with great figures and graphs, as well as highly detailed information.
However, average Americans are unable to interpret what the report means for their benefits. Coupled
with the fact that media takes this report every year and scares Americans with errant tales of doom,
misinformation is proliferated. There needs to be a balance between informing the public and
motivating politicians to make the appropriate decisions to shore up the system’s viability. Scare tactics
and misinformation drive early claiming behavior, robbing millions of the benefits they will desperately
need later in life. For impending retirees the message should be Social Security is a sound and important
program. Right now the worst case scenario is only 75% of benefits will be paid out in the future, and
this would likely impact someone who is 44 years of age and younger if no changes are made. Note, in
1977 and 1983 changes were implemented to shore up the system. Other collateral and PR materials
should be developed in conjunction with the release of the annual report, including specifics relative to
someone claiming today with varying messaging by different age bands.

Recommendation - | recommend the development of relative collateral and PR materials related to how
the current Trust Fund might impact an individual. Additionally, the utilization of different website
designers who deploy an information architecture such that overview information is delivered before
overwhelming details organized by household type would reduce the overwhelming nature of the
annual report.

| conclude by summarizing research | published in the Journal of Financial Planning on how optimizing
Social Security impacts portfolio longevity. Our research showed we could make someone’s retirement
savings last between 2 to over 10 years longer by maximizing Social Security. Choosing how and when
to begin Social Security benefits is a huge decision and is the cornerstone for retirement security. The
Social Security Administration could make some simple changes to help more Americas live better in
retirement.

Thank you.

--Case Study Follows—
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Case Study

In an effort to demonstrate the impact of a holistic view to cumulative benefits, we’ve selected a case
study for illustrative purposes.*

Roy and Mary are getting ready to retire. They’ve begun to think about when they should claim their
Social Security retirement benefits.

Mary, age 60

Life expectancy: 90

Date of birth: 03/12/1954

Full retirement benefit on SS Statement: $1,788

Mary is an “average” Social Security beneficiary in that her benefit is about equal to the national
average paid out for a retirement benefit. Today, her Social Security statement only provides her
monthly benefit amounts at 62 ($1,319), Full Retirement Age ($1,788), and 70 ($2,360). These monthly
figures leave out important cumulative benefits data points and also do not include additional monthly
amounts that may be available for spousal and survivor benefits.

Mary’s cumulative benefits if claimed at:

62 and 1 month $609,604
Full Retirement Age $708,613
70 $808,598

The difference between filing as early as possible and at age 70 for Mary is $198,994. This result is
achieved by doing nothing more than multiplying the monthly benefit at a claiming age by the number
of months in the life expectancy.

Roy, age 63

Life expectancy: 85

Date of birth: 08/17/1953

Full retirement benefit on SS Statement: $2,715

Roy has been the primary earner in the family, and his benefits are higher than Mary’s. Like Mary, Roy’s
Social Security statement only provides her monthly benefit amounts at 62 ($1,836), Full Retirement Age
($2,715), and 70 ($3,583).

Roy’s cumulative benefits if claimed at:

62 and 1 month $722,486

Full Retirement Age $798,743

70 $864,056
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The difference between filing as early as possible and at age 70 for Roy is $141,569. Again, this result is
achieved by doing nothing more than multiplying the monthly benefit at a claiming age by the number
of months in the life expectancy.

For married couples, however, there are rules around spousal and survivor benefits that can mean more
income for the couple. As you can see below, if Mary and Roy use only their Social Security statements
to determine when to begin benefits, they may choose a claiming method that leaves over $100,000 on
the table.

Cumulative benefits for Roy and Mary together if claimed at:

If claimed separately usin, Additional cumulative benefits
Age Amount p v J

only the SS Statement by viewing jointly as a couple
62 and 1 month $1,425,785 $1,331,990 $93,795
FRA $1,609,044 $1,507,356 $101,688
70 $1,806,883 $1,672,654 $134,229
Maximizing $1,810,401
Strategy

In the table above, the difference that having all of the possible benefits presented in order to make an
informed decision is substantial. Especially compared to only the monthly benefits summarized just for
the individual. In the example illustrating all benefits the couple is entitled to the difference between
filing as early as possible and a “maximizing” strategy that simply lets them take advantage of rules that
exist is $384,616. Perhaps more powerful than the difference in the cumulative amounts is that the
survivor benefit is greater than $2,000 MORE every month by using the maximizing strategy versus
claiming as early as possible.

*Assumptions:
All calculations are inclusive of a 2% average annual cost-of-living adjustment.

Since the majority of Americans claim benefits early, we did not extend the working life of a claimant
beyond their full retirement age; however, the benefit ages on the Social Security statement assume the
individual continues to work until the time of the claim. This results in an overstatement of benefits on
the statement for most Americans.
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Thank you Chairman Collins, Ranking Member McCaskill, and members of the Committee for the
opportunity to speak to you today about Social Security claiming decisions. My name is Sita Slavov. | am
a professor at the Schar School of Policy and Government at George Mason University and a visiting
scholar at the American Enterprise Institute. | have been doing research on Social Security and
retirement policy for 14 years.

Social Security benefits can be claimed at any age between 62 and 70, with higher monthly benefits paid
for later claims. Individuals who delay Social Security forgo current benefits in exchange for higher
inflation-indexed benefits for the remainder of their lives. While delaying Social Security does involve a
tradeoff — sacrificing benefits today in exchange for higher benefits in the future — that tradeoff appears
to be a favorable one for many people. In recent work co-authored with Professor John Shoven of
Stanford University, | have shown that delaying Social Security benefits increases the expected present
value of lifetime benefits for a large set of individuals (Shoven and Slavov 2014a,b).! Primary earners
gain the most from delaying benefits as they pass on higher benefits to their surviving spouses. These
higher survivor benefits can reduce poverty among older widows (Sass, Sun, and Webb 2013). However,
even single women and men can realize modest gains. Delay also provides additional insurance value
that goes beyond the increase in expected monetary benefits. That is because having higher inflation-
indexed benéefits for life insures people against outliving their savings (Sun and Webb 2009).

The gains from delaying Social Security have increased significantly over the past 15 years as a result of
three factors: improved life expectancy, Social Security rule changes, and historically low interest rates.
Improved life expectancy increases the gains from delay because the higher monthly benefits earned
through delay are paid over a longer period. The main rule change that has increased the gains from
delay is the increase in the delayed retirement credit. Low real interest rates increase the gains from
delay because they increase the present discounted value of the additional Social Security income from
delay; in other words, they reduce the opportunity cost of forgoing current Social Security income.
While the gains from delay can vary greatly depending on individual circumstances and life expectancy,
my calculations suggest that under today’s real interest rates, typical couples can gain more than
$80,000 over their lifetimes by optimizing claiming versus claiming at age 62.2 Single men can gain more

1 Our research in this area has been supported by grants from the Social Security Administration, the Sloan
Foundation, and the National Institute on Aging. Other studies that document gains for important subsets of
individuals include Meyer and Reichenstein (2010); Munnell and Soto (2005); Sass, Sun, and Webb (2007, 2013);
Coile et al. (2002); and Mahaney and Carlson (2007).

2 These calculations are based on the methodology in Shoven and Slavov (2014b). They assume a couple in which
the husband is 62 and the wife is 60 in 2016. The husband is assumed to have a primary insurance amount (PIA) of
$1,600, and the wife’s PIA varies between 0 percent and 90 percent of the husband’s PIA. Today’s real interest rate
is defined as the 20-year Treasury Inflation Protected Security (TIPS) yield as of 9/8/2016, which was 0.43 percent
(see https://www.treasury.gov/resource-center/data-chart-center/interest-
rates/Pages/TextView.aspx?data=realyield). The simulations in our published papers showed that the “file and
suspend” and “restricted application” provisions — which have now been eliminated — significantly increased the
gains from delay for couples. However, they also showed that the average couple comes out ahead by delaying
even without these provisions. The gains from delay presented in this paragraph do not rely on these provisions.

Washington, DC, 20036
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than $35,000, and single women can gain more than $55,000.2 If interest rates were at their historical
average, the lifetime gains would be smaller but still more than $25,000 for couples, more than $3,500
for single men, and more than $10,000 for single women. And as | mentioned earlier, the insurance
value of the increased Social Security annuity goes beyond this simple monetary calculation.

In deciding when to claim Social Security, it is important to consider the optimal use of other retirement
assets. In recent unpublished work (Bronshtein et al. 2016), my co-authors and | have shown that a
subset of individuals — those who claim Social Security early and either use their retirement savings to
purchase retail annuities or take an annuity payout from a defined benefit pension when a lump sum is
offered — could actually have higher income in every year of their life by choosing a different strategy.
The alternative strategy involves delaying Social Security and using their retirement savings or defined
benefit lump sum to pay for their living expenses during the delay period. That is, these individuals do
not face a tradeoff between receiving income now versus later, and therefore gain from delaying
regardless of their life expectancy.

Despite the large gains from delay, most people claim Social Security at or before their normal
retirement age. Very few delay to age 70. My co-authors and | have explored possible reasons why
individuals might claim early despite the gains from delay. To pay for living expenses while delaying
benefits, individuals either need to work longer or tap into their retirement savings. Some individuals
who do not want to work longer may not have the financial resources to finance the delay. While that
explanation might be applicable to some individuals, our research suggests that around a third of those
who claim before the normal retirement age have Individual Retirement Account (IRA) assets that would
allow them to delay Social Security by two years, and around a quarter have IRA assets that would allow
them to delay Social Security by 4 years (Goda et al. 2015). If other retirement assets were taken into
account, these fractions would be even higher. It is possible that some individuals claim early because
they do not expect to live long enough to make delay worthwhile; indeed, our research and research by
others shows there does appear to be a relationship between higher mortality and early claiming (Hurd,
Smith, and Zissimopoulos 2004; Glickman and Hermes 2015; Beauchamp and Wagner 2012; Waldron
2002; Goda et al. 2015). But high mortality cannot explain why most people do not delay beyond normal
retirement age. In a recent survey that my co-authors and | conducted, the most common reasons
individuals cited for claiming Social Security early were (1) they needed the money (around a third of
respondents) and (2) they had stopped working and assumed that Social Security should be commenced
upon stopping work (also around a third of respondents). Around 21 percent thought that they could
invest the money and end up ahead, and 16 percent were afraid that Social Security benefits would be
cut in the future (Nyce et al. 2015).* While this was a pilot survey and the sample was not representative
of the population, we think the responses are still informative.>

3 Single individuals are assumed to be 62 in 2016 and have a PIA of $1,600. Today’s real interest rate is defined as
the 20-year TIPS yield as of 9/8/2016, which was 0.43 percent (see https://www.treasury.gov/resource-
center/data-chart-center/interest-rates/Pages/TextView.aspx?data=realyield).

4 Other answers were possible but less common. It was possible to give multiple answers, so some individuals may
have cited more one reason.

5 The sample consisted of individuals who receive services from Towers Watson, the benefits consulting firm we
collaborated with to conduct the survey.

sachusetts Ave NW. Washington, DC. 20036
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| hesitate to say that claiming Social Security early is definitely a mistake (although it likely is for some
people). Individuals generally know more about their preferences and life circumstances than
economists or policy makers do. But given the amount of money that people appear to be leaving on the
table, it is worth ensuring that the claiming decision is an informed one. Social Security rules are
complex, so there is a strong case to provide individuals with the tools and information they need to
make the decision that is right for them.

Along these lines, | have several suggestions. Since | do not know the limits of what the Social Security
Administration can do unilaterally, | am presenting these as general suggestions that | feel are worth the
attention of policy makers. First, there are a number of online calculators — some free and others paid —
that inform individuals of the lifetime resources they would have under different Social Security claiming
strategies. Pointing individuals towards these calculators before they make their claiming decisions
might be reasonable. Second, it is worth encouraging people to think carefully about different options
for using their retirement resources, which for many people include both Social Security and private
retirement plans. Specifically, individuals may want to consider drawing down on private retirement
saving or taking a lump sum from a defined benefit plan in order to delay Social Security. While that is
not the right decision for everyone, people should be aware that it is an option. Third, the term
“retirement” (which to most people means stopping work) should not be used to describe claiming a
Social Security benefit, as it sometimes is. People should be aware that claiming a benefit need not
coincide with retirement and, in particular, that it is possible to stop work and wait a few years before
claiming. Finally, for individuals who are afraid that their Social Security benefits will be cut if they do
not claim right away, it is worth reassuring the public that any realistic Social Security reform plan is
likely to protect the benefits of people close to retirement. And to make this credible, Congress should
take up Social Security reform sooner rather than later.

Some studies have also shown that individuals are sensitive to the way in which the Social Security
claiming decision is framed. For example, one study has shown that break-even framing — which involves
telling individuals how many years they would have to live to make up the money they forgo during the
delay period — encourages early claiming. Other factors that affect claiming behavior include the age
used as a starting point to describe how benefits are adjusted and whether the benefit adjustment is
framed as a loss or a gain (Brown, Kapteyn, and Mitchell 2013). Another study has shown that
individuals tend to claim benefits at whatever age is designated as the “normal retirement age,” possibly
because they view this as a social norm, a recommendation from the government, or a reference point
from which to evaluate gains and losses (Behaghel and Blau 2012). While the Social Security
Administration no longer uses break-even framing in presenting the tradeoff involved in claiming
decisions, it might be worth considering other ways in which the claiming decision could be framed. One
suggestion might be to simply start calling 70 the “normal retirement age” and informing people that
claiming earlier than this results in lower benefits (without actually changing the benefit payable at any
age).

If changes are made to the information that is presented to individuals or the way in which the claiming
decision is framed, | hope this will be done in a way that makes it possible to study the effects (for
example, by initially choosing a random subset of individuals to be exposed to the new policy). There is
still much that we do not understand about people’s claiming and retirement decisions, so making

AMERICAN ENTERPRISE INSTITUTE | 1789 Massachusetts Ave NW, Washington, DC, 20036 |
202.862.5800 | aei.org
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changes in a way that makes them easy to evaluate could greatly improve our knowledge in this area
and help inform better policy.
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Improvements to Claims Process Could Help
People Make Better Informed Decisions about
Retirement Benefits

What GAO Found

GAO's review of nine surveys and academic studies, and interviews with
retirement experts, suggest that many individuals do not fully understand key
details of Social Security rules that can potentially affect their retirement
benefits. For example, while some people understand that delaying claiming
leads to higher monthly benefits, many are unclear about the actual amount
that benefits increase with claiming age. The studies and surveys also found
widespread misunderstanding about whether spousal benefits are available,
how monthly benefits are determined, and how the retirement earnings test
works. Understanding these rules and other information, such as life
expectancy and longevity risk, could be central to people making well-
informed decisions about when to claim benefits. By having this
understanding of retirement benefits, people would also be in a better
position to balance other factors that influence when they should claim
benefits, including financial need, poor health, and psychological factors.

The Social Security Administration (SSA) makes comprehensive information
on key rules and other considerations related to claiming retirement benefits
available through its publications, website, personalized benefits statements,
and online calculators. However, GAO observed 30 in-person claims at SSA
field offices and found that claimants were not consistently provided key
information that people may need to make well-informed decisions. For
example, in 8 of 26 claims interviews in which the claimant could have
received higher monthly benefits by waiting until a later age, the claims
specialist did not discuss the advantages and disadvantages of delaying
claiming. Further, only 7 of the 18 claimants for whom the retirement
earnings test could potentially apply were given complete information about
how the test worked. SSA's Program Operations Manual System (POMS)
states that claims specialists should explain the advantages and
disadvantages of filing an application so that the individual can make an
informed filing decision. The problems we observed during the claims
interviews occurred in part because the questions included in the claims
process did not specifically cover some key information.

Online applicants have more access to key information on the screen or
through tabs and pop-up boxes as they complete an application. However,
similar to in-person interviews, the online application process does not inform
claimants that benefits are based on the highest 35 years of earnings or that
life expectancy is an important consideration in deciding when to claim.

United States Government Accountability Office



82

GA 0 U.S. GOVERNMENT ACCOUNTABILITY OFFICE

441 G St. NW.
Washington, DC 20548

September 14, 2016

The Honorable Susan Collins
Chairman

The Honorable Claire McCaskill
Ranking Member

Special Committee on Aging
United States Senate

The decision of when to claim Social Security retirement benefits is one of
the most important financial decisions most people and households will
ever make. As of 2013, Social Security benefits make up the largest
component of household income n retirement, accounting for an average
52 percent of household income for those age 65 and older. ! Social
Security accounts for at least half of household income for 62 percent of
retirees age 75 and over, and at least 90 percent of household income for
almost a quarter of these retirees. Social Security benefits offer certain
advantages: monthly income until death, annual inflation adjustment,
some tax benefits, and survivor and spousal benefits. These benefits
have become increasingly important for retirees as employment-based
retirement plan coverage has shifted from traditional defined benefit
pension plans, which typically pay lifetime annuity benefits in retirement,
to defined contribution plans, n which workers accumulate savings over
their careers and manage withdrawals n retirement. In addition, despite
the shift n pension coverage, as of 2013 about half of households with
someone age 55 and older have no retirement savings in account-based
defined contribution plans, such as 401 (k)s or Individual Retirement
Accounts, and 29 percent have no retirement savings or a defined benefit
plan.

Those eligible for Social Security benefits can generally elect to receive
them starting at age 62, but the monthly benefit amount increases
permanently the longer someone delays claiming, until age 70.2

1Throughout this report, when we use the phrase "Social Security benefits" or "retirement
benefits," we are referring to Social Security Old Age and Survivors Insurance benefits

2 surviving spouse can generally claim survivors benefits as early as age 60. A surviving
disabled spouse can generally collect benefits as early as age 50
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Depending on how long a person, and possibly a spouse, lives, the age at
claiming could make a difference of tens of thousands of dollars in
retirement income for the individual or his or her spouse.

Despite delayed claiming offering the promise of higher monthly benefits,
62 is the most common age to claim Social Security benefits, and few
people wait until age 70. According to the Social Security Administration
(SSA) data, 42 percent of eligible men and 48 percent of women bom n
1945 claimed retirement benefits at age 62. Only 28 percent of that
cohort's men and 23 percent of its women waited until age 66, the age at
which SSA pays full benefits for people n this birth cohort, also known as
the full retirement age (FRA). Only 2 percent of eligible men and 4
percent of eligible women from the 1945 birth cohort waited until age 70
to claim. However, the percentage of eligible individuals claiming benefits
at age 62 declined significantly from 1996 to 2013, according to the
Center for Retirement Research at Boston College.

While there are sound reasons for taking benefits early, such as financial
need or low life expectancy, many people might benefit from claiming at a
later age. Making an optimal claiming decision requires individuals and
households to understand how multiple factors-such as claiming age,
earnings, life expectancy, and longevity risk-affect benefits.® SSA, as the
program administrator, is n a unique position to help ensure prospective
claimants make informed choices. With the challenges this complex
decision may pose to many claimants, you asked us to analyze this issue.

In this report, we examine: (1) the extent to which people understand
Social Security rules affecting their retirement benefits and other factors
that may influence when they claim them; and (2) the information that
SSA provides to individuals that enables them to make informed claiming

3"Longevi’[y” can be viewed as a broad concept that encompasses the various
possibilities of how long one or more people may live. "Life expectancy" is a particular
longevity statfstic that measures how Jong a particular population of people might expect
to live on average; individuals within the population may live longer or shorter lives than
this average life expectancy. Other longevity statistics can measure things such as the
probability of a person living to an advanced age, such as 95. "Longevity risk' is often
referred to by retirement policy experts as the risk of living beyond life expectancy,
perhaps well beyond life expectancy, and exhausting one's retirement assets. In this
report, we use the terms "life expectancy" and “longevity risk" as having these two distinct
meanings
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decisions. To address these objectives, using the Internet and expert
referrals we found and reviewed surveys and academic studies that
assessed understanding of Social Security benefits and identified the
factors that influence claiming. Of the studies we found, nine were most
relevant to our work. * We also interviewed Social Security experts from
academia, public policy organizations, and financial firms to obtain their
views on how SSA provides information about claiming benefits. To
analyze the information SSA provides to individuals about claiming, we
reviewed published SSA materials related to understanding how benefits
are calculated. We also reviewed applicable federal laws and regulations,
and SSA's Program Operations Manual System (POMS), a primary
source of information used by SSA employees to process claims for
Social Security benefits. We interviewed SSA headquarters officials to
leam how Social Security benefit claims are processed. To learn about
the information SSA provides during the claims process, we observed a
non-generalizable sample of 30 face-to-face claims interviews at 7 SSA
local offices in 3 different regions of the country. We identified the local
SSA offices where we would observe the retirement claims process,
taking into consideration regional geographic diversity, income level,
urban and rural composition, and the number of new claims each office
processes. WWe noted the information SSA claims specialists provided to
claimants during this process and evaluated what we observed against
POMS guidance, and to determine how fully specialists were addressing
key information categories we identified from our literature review and
expert interviews. SSA also demonstrated the online claims process for
us, showing the information on each screen that a claimant might see
when filing a claim. We also interviewed managers and claims specialists
at these local SSA offices about training, workload management, and the
process for completing retirement benefit claims.

We conducted this performance audit from July 2015 to September 2016
n accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our
findings and conclusions based on our audit objectives. We believe that
the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.

4These studies are described h appendix 11
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Background

According to SSA, 84 percent of households with someone 65 or older
received Social Security benefits n 2014.° To qualify for benefits, an
individual must typically earn at least 40 credits, based on earnings on
which they and their employer pay Social Security payroll taxes.®
According to SSA, as of 2015, 69 percent of the population age 20 and
over had earned 40 credits.” The amount of initial monthly retirement
benefits depends on the beneficiary's earnings history and the age at
which he or she chooses to begin receiving benefits. SSA figures monthly
retirement benefits by calculating the individuals' average indexed
monthly earnings (AIME) during his or her highest 35 years of earnings,
with earnings from past years adjusted to reflect the growth in average
wage levels over time.® (If the individual has earnings in less than 35
years, non-earning years count as zeroes in the AIME calculation.)
Retirement benefits are then determined by a formula that converts an
individual's AIME into a Primary Insurance Amount (PIA). The PIA is the
monthly benefit a claimant receives if he or she chooses to begin benefits
at the FRA (see fig. 1). Benefits are generally adjusted based on inflation
each year. Up to 85 percent of retirement benefits are also potentially
subject to income tax, depending on total income.®

5SSA, Fast Facts & Figures about Social Security, 2016, SSA Publication No. 13-11785
(Washington, D.C.: August 2016). SSA refers to these households as "aged units," a
married couple living together or a nonmarried person.

5 Workers can eam up to four credits each year through earnings n covered employment
during that year. h 2016, annual eamings of $1,260 qualify a worker for one credit, and
$5,040 provides the maximum four annual credits.

7 8SA, Publication No. 13-11785.

8 The 35 years used n the calculation need not be consecutive. Eamings after age 59 are
not adjusted

 h 2016, an individual with "combined income" (modified adjusted gross income plus
one-half of Social Security benefits) between $25,000 and $34,000 ($32,000 to $44,000
for couples filing jointly) could owe regular income tax rates on up to 50 percent of Social
Security benefits; if combined income & above $34,000 ($44,000 for joint filers) w to 85
percent of Social Security benefits could be taxable.
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Figure I Calculation of Monthly Social Security Retirement Benefits

Calculate the AIME
Average Indexed Monthly Earnings

S8A calculates beneficiary's average indexed

monthly earnings over the highest 35 years of
income. after adjusting each year of income for

historical wage growth and annual maximums

Calculate the PIA Monthly benefit
P1/mijly Insurance Amount varies with age
of claimant

1
32% l

SSA calculates PIA based on AIME. For workers who turn 62, die,
or become disabled in 2016 the PIA is: 90% of the first $856 of AIME;
32% of the next $4,301 of AIME; and 15% of any AIME over $5,157.

Source: GAQ analysis of Sacral Security Admmrstraton (SSA) documentation | GAQ-16-786

The FRA has risen from 65 originally to 66 for individuals bom from 1943
to 1954, and it will be 67 for individuals bom in 1960 or later. Beneficiaries
may generally elect to begin receiving Social Security benefits as early as
age 62; ' however, an age-62 claimer will receive less each month than if
he or she waited to claim until reaching FRA As the FRA has risen, so
has the reduction n benefits for pre-FRA claiming, relative to PIA An
eligible individual with an FRA of 66 who claims at 62 would receive a
monthly benefit equal to 75 percent of PIA (see fig. 2). Future retirees
with an FRA of 67 who claim at 62 will receive 70 percent of PIA "
Although SSA uses the term "full retirement age" to refer to the age at
which workers receive unreduced benefits (sometimes called "full
benefits"), those who wait to claim benefits beyond their FRA receive
"delayed retirement credits" that boost monthly benefits to more than 100
percent of PIA An eligible claimant bom h 1943 or later can receive

"0 According to SSA, an individual must be at least age 62 "throughout the month" i order
to receive a benefit. We previously reported that, coupled with the rule that for benefit
entitlement purposes, a person attains a specific age the day before their birthday, that
means only individuals born on the 1st or 2nd of the month could claim benefits i the first
month they turn age 62, and others bomn on the 3rd of the month or later could not claim
benefits until age 62 and 1 month.

" Under the current formula, the benefit reduction is 5/9 of 1 percent for each month w to
36 months before FRA and then 5/12 of 1 percent for each additional month before FRA.
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delayed retirement credits equal to 8 percent of PIA per year past FRA
until age 70. For example, a claimant with an FRA of 86 who claims at
age 70 receives X percent higher monthly benefits than PIA. Thus, a
retiree with an age 8 FRA and a PIA of $1,000 per month would receive
$750 per month if claiming at age 62, $1,000 per month if claiming at age
66, or $1,320 if claiming at age 70. Individuals who claim benefits at ages
in between would receive a monthly benefit between $750 and $1,320.

— e ——————a = e s 7]
Figure 2 Adjustments to Monthly Social Security Benefit Based on Claiming Age
When Full Retirement Age ks 66

Percentage of Primary Insurance Amount (PIA)
150

90

62 63 64 65 66 67 ] ® o
Recipient's claiming age

Source: GAO analysis of Social Security Adminostration documentalion | GAO-16-786

According to SSA, someone who lives to an average life expectancy
should receive about the same amount n lifetime benefits irrespective of
when they claim benefits because the lower monthly benefit amount and
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earlier start date would offset each other. > However, several factors
affect the tradeoffs of claiming at different ages. For example, how long a
person expects to live, based on family history or current health status,
can affect when he or she claims. For married couples, the longevity of
both spouses could affect the lifetime household benefits received
because Social Security pays survivors benefits to widowed spouses.
Increasing life expectancy and years spent n retirement raise the
potential cost to retirees of receiving lower monthly benefit amounts from
claiming earlier. According to the 2016 Social Security Trustees report,
average life expectancy at age 65 has increased from 12 7 years n 1940
for men to 191 n 2015, and from 14.7 to 21.5 years for 65-year-old
women. However, lower-income individuals have shorter-than-average
life expectancy, which means that, on average, they can expect to receive
Social Security benefits for substantially fewer years than higher-income
individuals who have longer-than-average life expectancy. Moreover,
disparities i life expectancy by income have grown, according to studies
that examined trends over time. * Interest rates also affect the tradeoffs of
claiming early versus later. VWhen market interest rates exceed price
inflation by less than usual, delaying claiming may become more
financially attractive for those with the ability to continue working or to live
off of other financial resources. Several studies that have examined the
Social Security benefit formula and claiming decision process show that

12 SSA, When to Start Receiving Retirement Benefits, SSA Publication No. 05-10147
(Washington, D.C.: August 2015). The reduction for early retirement takes account of the
longer period of time over which benefits will be paid as well as the time value of money
Similarly, delayed retirement credits take account of the shorter period of time over which
benefits will be paid as well as the time value of money. Early retirement reductions and
delayed retirement credits can have the effect that, on average, beneficiaries receive
benefits over their lifetime whose actuarial present value is about the same regardless of
the age at which they claim benefits. Such "actuarial equivalencies" can be approximate
and depend on the interest rate and longevity assumptions underlying the early retirement
reduction or delayed retirement credit factors. The actuarial equivalencies can be further
complicated by "adverse selection," meaning the possibility that individuals in good health
may tend to commence benefits at a later age than individuals in poor health.

3 GAO, Retirement Security: Shorter Life Expectancy Reduces Projected Lifetime
Benefits for Lower Earners, GAO-16-354 (Washington D.C.: Mar. 25, 2016).
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many people would receive higher lifetime benefits by delaying ‘claiming
benefits. ™

A spouse, ex-spouse, or surviving spouse of an eligible worker can
receive benefits based on the primary worker's earnings, if this benefit
exceeds the benefit he or she would receive based on their own earnings
history. > Spousal benefits generally amount to 50 percent of the primary
worker's PIA, if the spouse is at FRA when claiming them. For survivors,
the age at which the primary worker claims benefits can potentially affect
the monthly benefit of the surviving spouse. A spouse can generally claim
as early as age 62, and survivors may begin receiving benefits as early
as age 60 (50 for disabled survivors); to qualify for benefits at age 50, a
surviving spouse must be disabled under the Disability Insurance
program rules. As with regular benefits, both spousal and survivors
benefits are reduced if the spouse or survivor begins receiving them prior
to their FRA ™ Unlike with regular benefits, spouses and survivors
benefits do not receive delayed retirement credits if the spouses or
survivors delay claiming beyond their FRA

Individuals who claim benefits before their FRA but continue to work for
pay face a retirement earnings test, with earnings above a certain limit
resulting in a temporary reduction of monthly benefits. In 2016, SSA

w See, for example, John B. Shaven and Sita Nataraj Slavov, The Decision to Delay
Social Security Benefits: Theory and Evidence, NBER Working Paper 17866 (February
2012); and Owen Haaga and Richard W. Johnson, Social Security Claiming: Trends and
Business Cycle Effects (Center for Retirement Research at Boston College, working paper
2012-5, 2012). h addition, experts have highlighted the gains from delay based on the
impact on survivors benefits. See, for example, Wiliam Meyer and William Reichenstein,
"Social Security: When to Start Benefits and How to Minimize Longevity Risk," Journal of
Financial Planning, vol 23(3) (March 2010).

i Technically a claimant electing spousal benefits would receive both his own benefit,
based on his own eamings history, and the spousal benefit, with the spousal benefit being
reduced by the amount of his own benefit. I order to qualify for divorced spousal benefits,
the couple must have been married for at least 10 years and the partner applying for
spousal benefits must not be married. SSA also pays benefits n some circumstances to
children of a claimant or deceased worker and dependent parents of a deceased claimant
or worker.

i Spousal benefits are reduced 25/36 of 1 percent for each month before FRA, up to 36
months, and, by 5/12 of 1 percent per additional month more than 36 months before FRA.
If the spouse & caring for a child entitied to child's insurance benefits, the spousal benefit
i not reduced
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withholds $1.00 of benefits for every $2.00 of earnings above $15,720 for
someone younger than FRA for the full year. In the year the claimant
reaches FRA, the earnings limit rises to $41,880 (for 2016), and $1.00 of
benefits is withheld for every $3.00 n earnings in the months prior to the
claimant reaching FRA.'” Benefits withheld under the earnings test are
not forfeited, but are really deferred, and are, on average, paid back later
with interest. '® In addition, every year after the initial claim for benefits,
any new earnings the worker has are reflected in a recomputation of the
AIME and a potential increase in the PIA.

Many other rules can potentially complicate claiming decisions, creating
challenges in understanding key information for claimants and their
spouses. For example, there are rules covering eligibility for dependent
children (or grandchildren) and for maximum family benefits, to name a
few. Over time, changes have been made to eligibility ages, the
retirement earnings test, the FRA, and other important factors affecting
claiming. The Bipartisan Budget Act of 2015 recently eliminated two
complex strategies utilized by some married couples. ® One allowed a
person at or older than FRA to file for benefits, but then immediately
suspend this claim so that no benefit would be paid. This "file-and-
suspend" strategy allowed that person's spouse to claim spousal benefits
on the suspender’s record, while the primary worker's benefit accrued
delayed retirement credits in suspension. Another strategy allowed a
person at FRA or older to file a claim only for spousal benefits based on
the earnings record of a primary worker who had claimed benefits. This
allowed the spouse to receive a benefit while allowing the spouse's own
benefit to grow, then later switch to their own benefit as late as age 70.
The 2015 act eliminated the file-and-suspend strategy, effective April 30,
2016, by no longer allowing anyone to claim benefits on another person's

7 In addition to the annual earnings limit, for 1year after claiming SSA also applies a
monthly earnings limit. Regardless of annual earnings, if a claimant has monthly income of
$1,31 0 or less (for 2016) and did not perform "substantial services in self-employment,”
the claimant will not have any benefits withheld. For a claimant reaching FRA in 2016, the
monthly limit is $3,490.

8 When the beneficiary reaches FRA, SSA recomputes the benefit level for future
months, permanently removing such portion of the original early-retirement reduction as
corresponds to the number of months in which any part of the benefit was withheld due to
the earnings test.

 See Pub. L No. 114-74, § 831, 129 Stat 584,611.
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record while the primary claimant's benefits are suspended. ?° It also
eliminated spousal-only claims for anyone bomn after January 1, 1954.

SSA pays retirement benefits from the Old Age and Survivors Insurance
(OASI) Trust Fund. The fund receives revenue from, among other
sources, Social Security payroll taxes paid by current workers, and pays
current beneficiaries. 2" Workers and employers currently each pay a
payroll tax of 6.2 percent of an employee's covered earnings, for a
combined total tax rate of 12 4 percent, into the Social Security Trust
Funds.?? This payroll tax applies only to workers' earnings wp to an annual
limit ($118,500 for 2016); this limit changes each year with changes n
average wages and has generally increased each year. According to the
2016 report of the Social Security Trustees, the OASI Trust Fund is
projected to become depleted n 2035, at which point payroll taxes of
current workers are estimated to be enough to pay only 77 percent of
promised benefits. 2

2 According to SSA, divorced spouses who were receiving benefits on a suspended
claimant's record will still be able to continue receiving benefits.

2 Social Security revenues also come from interest on the Trust Fund and income taxes
attributable to Social Security benefits.

2 A portion of the payroll tax also funds the Disability Insurance (DI) Trust Fund, which
pays disability benefits to qualified beneficiaries. The Bipartisan Budget Act of 2015
provided for a temporary reallocation of the payroll tax from 2016 to 2018, with 2.37
percent ofthe 12.4 percent payroll tax going to the O Trust Fund, up from 1.80 percent.
The D Trust Fund is projected to be depleted in 2023, at which point expected revenue is
projected to be sufficient to pay 89 percent of scheduled disability benefits.

2 For more on Social Security's funding and options for reform, see GAO, Social

Security's Future: Answers to Key Questions, GAO-16-75SP (Washington, D.C.: October
2015)
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Lack of
Understanding of Key
Social Security
Information, Along
with Financial Need
and Other Factors,
May Contribute to
Individuals Claiming
Benefits Early

Individuals Have Some
Knowledge of Social
Security Benefits, but Most
Do Not Understand Key
Program Rules and

Details

Our review of survey reports and academic studies, and interviews with
people with Social Security expertise, suggest that most individuals do
not understand important rules and details that could affect their
retirement benefits or the benefits of their spouses and survivors. 2
Specifically, many people approaching retirement age are unclear on how
claiming age affects the amount of monthly benefits, how earnings (both
before and after claiming) affect benefits, the availability of spousal
benefits, and other factors that may influence their claiming decision.
Understanding this key information is central to making informed
decisions about when to claim Social Security benefits because they
concern the tradeoffs of claiming benefits (and perhaps retiring) earlier
versus later-generally permanent decisions-and ultimately affect the
amount of lifetime benefits and people's retirement security. 2> GAO
recognizes that financial literacy is critical to empowering and helping
individuals and families to stay financially healthy and stable and the role
the federal government plays in promoting financial literacy. It also has
highlighted financial security for older Americans as a key issue, including
the importance of ensuring financial literacy n understanding the key
factors that can affect their retirement income.

2 See appendix | for more details on these surveys and studies.

ZAr:(:ording to SSA, individuals receiving Social Security benefits can withdraw their
claim one lime within 12 months of claiming if they pay back all benefits received by the
individual and any family members based on the individual's application.
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How Claiming Age Affects
Monthly Benefits

How Lifetime Earnings
Determine Benefit Amount

Seven of the surveys we reviewed found that some of the respondents
are aware that their benefits would increase if they wait until FRA to
claim; however, many do not have a good sense of how much and thus
may not understand the tradeoffs of claiming earlier versus later. Claiming
at younger ages means an earlier start to benefits, but at the expense of
the permanently higher monthly benefit amounts that come with claiming
at an older age. For example, in a phone survey of 2,000 individuals ages
25-65, the Financial Literacy Center found that when asked to estimate
their monthly benefit at their planned claiming age and what they might
expect if they waited two years, 62 percent of respondents seemed to
understand their monthly benefit would increase if they delayed
claiming. 2 However, 36 percent of respondents indicated they did not
understand how their benefits would be adjusted depending on claiming
age or incorrectly believed that their monthly benefit would be the same
no matter when they claimed. Greenwald & Associates conducted for
Financial Engines an on-line survey with over 1,000 near claimants and
current beneficiaries between the ages of 55 and 70 and found that many
respondents did not understand the extent to which benefits can increase
between ages 62 and 70.%” For example, only 40 percent gave estimates
that approximated the real monthly increase that would result from a 2-
year delay. In an AARP study that surveyed over 2,000 individuals ages
52-70, when participants were asked what would be the earliest age at
which they should claim benefits to maximize the monthly amount, only
29 percent responded with the correct age of 70.%®

The three surveys that asked the respondents about the number of years
in the benefit calculation found that most do not know that benefits are

% Matthew Greenwald, Arie Kapteyn, Olivia S Mitchell, and Lisa Schneider, What Do
People Know About Social Security? (Financial Literacy Center working paper series,
October 2010). The Financial Literacy Center project undertook two surveys to gain
benchmark information on how much people know about Social Security. The report
summarizes results from the two surveys. The first surveyed 2,000 individuals ages 2565
by phone, and the second surveyed approximately 3,000 individuals ages 18 and older
on-line.

2 Financial Engines, Claiming Social Security: A Critical & Complex Decision for
Retirement Security, Survey Results, survey by Greenwald & Associates, March 2014.
The participants i this survey all had incomes of at least $50,000.

% AARP, The Impact of Claiming Age on Monthly Social Security Retirement Benefits:
How Knc ble Are Future B jaries? Prepared by S Kathi Brown, February
2012
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Knowledge of Spousal and
Survivors Benefits

based on their highest 35 years of earnings. If the individual has earnings
n fewer than 35 years, non-earning years count as zeroes n the AIME
calculation. Thus, some individuals could permanently raise their monthly
benefits not only by delaying when they take benefits, but also by
replacing zero or lower earning years with higher earning years n the
"high-35" calculation. Three of the surveys we reviewed asked
respondents how benefits are determined. The median respondent n an
academic study that surveyed over 2,300 Social Security eligible
individuals between ages 50 and 70 believed only the 10 highest years of
earnings were counted.?® A study conducted by Greenwald & Associates
for the Financial Literacy Center reported that only 23 percent of the
2,000 age 25-65 phone-survey respondents could correctly identify that
benefits are calculated based on 35 years of earnings, and 27 percent of
the respondents believed, incorrectly, that benefits are based on the last
5 years of earnings and the number of years worked. ** Another 23
percent thought benefits were based on the Social Security payroll taxes
they paid and the interest earned on those taxes. An AARP survey of
over 2,000 individuals age 52 through 70 who were eligible for Social
Security benefits based on their own work asked respondents to select
from a range of options the number of years of highest earnings used to
calculate benefits.3' Only 7 percent selected the correct number of years.

Results from five of the surveys and studies we reviewed that asked
about spousal benefits indicate that many people may not know about
spousal benefits based on a husband's or wife's earnings history. Only 48
percent of the more than 2,000 age 52-70 respondents to an AARP
survey who were or ever had been married knew they could collect
benefits based on their living spouse's record. * Similarly, an academic
study found about 50 percent of the more than 2,300 survey respondents
between ages 50 and 70 who were eligible for Social Security benefits
incorrectly believed their spouse would not be eligible for benefits if the

e Jeffrey B Liebman and Erzo F. P. Luttmer, The Perception of Social Security Incentives
for Labor Supply and Retirement: The Median Voter Knows More Than You'd Think,
NBER Working Paper No. 20562 (October 2014).

* Greenwald et al, What Do People Know, 2010.

3 AARP, The Impact of Claiming Age, 2012.

% AARP, The Impact of Claiming Age, 2012.
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Effect of Retirement Earnings
Test on Benefits

spouse had never been n the paid workforce.* Given the lack of
awareness about how claiming age affects benefits for the claiming
worker, it is likely the case that claimants do not know how early claiming
may reduce spousal benefits. Six of the studies we reviewed found their
respondents had a general understanding of survivors benefits. However,
two of the surveys show that some married respondents are not aware of
the effect their claiming age potentially could have on their widowed
spouses' benefits, and one of the two studies also showed that just under
half (48 percent) of married or ever married respondents were not aware
of the additional effect the widowed spouse's own claiming age has on
that benefit. A collaborative study by AARP and the Financial Planning
Association that surveyed more than 1,200 future Social Security
beneficiaries ages 45-64 showed that, among ever-married respondents
who knew they could receive survivors benefits, many did not know that
the age the deceased spouse or the age the surviving spouse claimed
could affect the monthly benefit amount of the surviving spouse.

Each of the four surveys that asked about the retirement earnings test
found that individuals, if they know of the retirement earnings test at all,
do not understand fully how working and receiving benefits before FRA
can affect their benefit amounts over time. An AARP survey of over 2,000
individuals age 52 through 70 who were eligible for Social Security
benefits based on their own work found that while 76 percent of survey
respondents understood benefits could be reduced by earnings
depending on the amount of earnings, 71 percent incorrectly believed that
the reduction would be permanent.3® In a 10-question survey of more than
1,500 individuals between ages 25 and 65, conducted on behalf of
Massachusetts Mutual Life Insurance Company, more than half of
respondents incorrectly believed that they could continue working while
collecting all of their benefits regardless of their age.*® A minority of the

% Liebman et al, The Perception of Social Security, October 2014

% AARP and the Financial Planning Association, Social Security Planning in 2015 &
Beyond: Perspectives of Future Beneficiaries and Financial Planners, prepared by
Rebecca Perron, 2015,

3 AARP, The Impact of Claiming Age, 2012. These individuals had not yet claimed their
benefits, but expected to do so n the next 15 years.

% MassMutual Research, Survey Shows Concerning Knowledge Deficiency about Social
Security Retirement Benefits, survey conducted by KRC Research, 2015
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Benefits May Be Taxed as
Income

Life Expectancy and Longevity
Risk

over 2,300 respondents (40 percent) between age 50 and 70 in an
academic study who were aware of the earnings test threshold
understood correctly that any reduction for earnings up to FRA is offset by
an increase of benefits after FRA.*” Understanding the retirement
earnings test could prevent individuals erroneously thinking the earnings
limit will result n a permanent loss of benefits. *® It might also prevent a
claimant from seeing the earnings test as an incentive to retire and claim
benefits at age 62 or reduce earnings to stay below the earnings
threshold. Studies have pointed out that many claimants have earnings
that cluster around the retirement earnings limit, suggesting they believe
benefits withheld because of excess earnings are lost. Conversely,
misunderstanding the earnings test could cause some individuals to delay
claiming until FRA to avoid a perceived penalty.

Understanding benefit taxation can affect retirement income planning and
could, for some individuals, influence when they claim benefits. One study
we reviewed that included a question on taxation of Social Security
benefits in the phone-survey portion found that 42 percent of the 2,000
respondents ages 25-65 did not understand that benefits could be

taxed. ® Several financial firms include information on taxation on their
web pages that cover Social Security.

Information on life expectancy and longevity risk is fundamental to the
decision to claim benefits because a retiree receives benefits until death
(and a surviving spouse might then continue to receive benefits until that
spouse's death). Increasing life expectancy, along with increased
likelihood of living to advanced ages, and resulting increased time spent
i retirement raise the potential cost to retirees of claiming early, and
receiving reduced benefits for life, especially if in these later years they
have spent down other sources of retirement income. According to SSA's
website, about one of every four 65-year-olds today will live past age 90,

¥ Liebman et al, The Perception of Social Securty, October 2014.

B In 2016, SSA withholds $1 00 of benefits for every $2.00 of earnings above $15,720 for
someone younger than FRA for the full year. h the year the claimant reaches FRA, the
earnings limit rises to $41,880 (for 2016), and $1.00 of benefits is withheld for every $3.00
in eamings in the months prior to the claimant reaching FRA. SSA also applies a separate
monthly earnings limit for 1 year after claiming.

¥ Greenwald et al., What Do People Know, 2010.
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and one of 10will live past age 95.° At the same time, longevity depends
on a claimant's health and family history; shorter longevity expectations
may cause someone to claim benefits earlier.*’

Three of the surveys we reviewed asked about longevity, and each of
those surveys indicated that individuals might not understand the
probability of living to old age and why that is important in their decision to
claim benefits. The Financial Literacy Center found that roughly 30
percent of those surveyed indicated they had little or no idea about how
long they anticipated living in retirement.*? A Society of Actuaries survey
of 1,600 individuals found that 4 in 10 respondents ages 45 and older
underestimated average life-expectancy by 5 years or more.** Our
interviews with academics who have expertise in Social Security
underscored the importance of understanding life expectancy and
longevity risk, and in particular the likelihood of living to very old age.*
One Social Security expert we interviewed said that presenting people
with average life expectancy figures may get them to focus on that
number but not on the possibility of living well beyond that age. A second
expert we spoke with emphasized that using "breakeven analysis"-
calculating the age at which the cumulative higher monthly benefits
starting later would equal the cumulative lower benefits from an earlier

40 SSA, “Calculators: Life Expectancy,” accessed August 30, 2016,
https://www.ssa.gov/planners/lifeexpectancy. html.

Ap study examining the relationship between mortality and Social Security progressivity
found that the growing mortality inequality has the effect of reducing the progressivity of
Social Security. Gopi Shah Goda, John B Shaven, and Sita Nataraj Slavov, "Differential
Mortality by Income and Social Security Progressivity," n Explorations in the Economics ot
Aging (Chicago: University of Chicago Press, March 2011 )

* Greenwald et al. What Do People Know, 2010.

* Society of Actuaries, Key Findings and Issues: Longevity 2011 Risks and Process of
Retirement Survey Report, survey conducted by Greenwald & Associates, Inc. and the

Employment Benefit Research Institute (EBRI), June 2012. Of the 1,600 surveyed, 800

were retirees and 800 were pre-retirees.

* The American Academy of Actuaries and the Society of Actuaries jointly published an
online Actuaries Longevity lllustrator specifically designed to provide individuals with
perspective on longevity risk rather than on life expectancy. See
http:/Aww.longevityillustrator org/.
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claiming date-is an unsound way to decide when to start benefits. *°
Research shows that breakeven analysis can influence people to claim
benefits earlier than they might otherwise, in part because people fear the
potential loss of benefits if they die early more than they fear outliving
their retirement savings. © Breakeven analysis also ignores the insurance
value of higher monthly Social Security benefits protecting against
outliving one's other retirement assets, and the potential benefit to a
surviving spouse. The second expert said that Social Security is longevity
insurance against outliving one's assets, and therefore, like other
insurance, one should base the decision to "purchase" (in this case, by
forgoing benefits at a younger age in order to lock in permanently higher
monthly benefits) on preventing a bad financial outcome and not
necessarily on the likelihood of breaking even.47

Financial and
Psychological Factors Also
May Influence When
People Claim Social
Security Benefits

Even if people have accurate and complete information, when to claim
retirement benefits is a complex and personal decision. Personal
circumstances such as health, perceived life expectancy, savings,
employment, and other factors can influence when someone claims
benefits. In addition, psychological factors can affect how people with
similar knowledge and circumstances may make different decisions.

For many people, financial need may make claiming benefits at 62 a
necessity. Individuals who are laid off, particularly during periods of high
unemployment, those who work in physically demanding jobs they can no
longer perform, or those who suffer from poor health may retire earlier

4 An illustrative example takes a claimant with a FRA benefit of $1,000 a month at age 66
who wants to compare claiming at age 62 versus age 66. At 62, he would receive a
permanently reduced benefit of $750 per month, but receive 48 more monthly payments
than if he survives to age 66 and waits until then to begin receiving his benefit of $1,000
per month. If this person claimed at age 66, it would take 12 years for the total benefits
collected to equal the total benefits collected by claiming at age 6 2- so his breakeven
age is 78, 66 plus 12 This example assumes no cost-of-living-adjustments; cost-of-living
adjustments reduce the breakeven number of years.

‘ﬁJeffrey B Liebman and Erzo F.P. Luttmer, The Perception of Social Security Incentives
for Labor Supply and Retirement: The Median Voter Knows More Than You'd Think,
NBER Working Paper (October 2014), and Brown et al. (2011).

47 Other experts have noted that choosing a later claiming age & equivalent to buying

additional annuity protection against longevity risk, at a cost much lower than what i
would cost to purchase an equivalent annuity in the retail market.
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than other individuals. “¢ Many unemployed older workers may struggle to
find new jobs and may face unique reemployment challenges, such as
employer reluctance to hire older workers or out-of-date skills. *° If these
older workers cannot find other or more suitable employment and are 62
or older, Social Security may provide their only option for regular income.
As a result, they may claim benefits earlier than they had planned,
especially if they have little saved for retirement and no pension
benefits.50 On the other hand, among those that have savings, a
decrease n their savings might induce them to delay their original
claiming date; a 2010 study found that individuals more likely to have
retirement savings retire later n response to weak financial markets. ®'

Beyond knowledge of benefit rules and financial need, psychological
factors can influence when people claim benefits. Studies have shown
that framing-how information is presented-may influence how people
perceive Social Security choices, and ultimately have an impact on when
they claim benefits. One 201 Ostudy showed that when delaying claiming
is framed as a gain (e.g., delaying claiming increases your benefits by $X)
rather than claiming early framed as a loss (e.g., claiming earlier reduces
your benefit by $X), individuals are more likely to report that they will
delay claiming. %2

“ GAO reported n 2014 that compared to all other occupations, those who held a blue-
collar job at age 60 through 62 were 55 percent more likely to claim early, after controlling
for other factors. These occupations also tend to be more physically demanding. See
GAO, Retirement Security- Challenges for Those Claiming Social Security Benefits Early
and New Health Coverage Options, GAO-14-311 (Washington, D.C: Apr. 23, 2014)

4 GAO, Unemployed Older Workers: Many Experience Challenges Regaining
Employment and Face Reduced Retirement Security, GAO-12-445 (Washington, D.C.:
Apr. 25, 2012).

Rce] reported in 2015 that approximately half of households with someone age 55 and
older have no retirement savings, such as a defined contribution plan or an individual
retirement account, and almost 30 percent have neither retirement savings nor defined
benefit pension benefits. GAO, Retirement Security: Most Households Approaching
Retirement Have Low Savings, GAO-15-419 (Washington, D.C.. May 12, 2015).

5" Courtney C. Coile and Philip B Levine, Reconsidering Retirement: How Losses and
Layoffs Affect Older Workers, NBER Working Paper (September 2010).

2 Jeffrey B. Brown, Arie Kapteyn, and Olivia S. Mitchell, Framing Effects and Expected
Social Security Claiming Behavior, NBER Working Paper (May 2011)
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Another factor that could lead individuals to claim early is loss aversion-
people's tendency to prefer avoiding losses to acquiring gains of a similar
magnitude. If individuals think of Social Security benefits as money they
are entitled to once they reach age 62, the loss from delaying claiming-
foregone benefits-could carry more weight than a higher monthly benefit
in the future if they were to delay. ® Under loss aversion, dying early
without having claimed benefits, as opposed to living longer than
expected with reduced benefits, could be seen as a risk to be avoided. *

Federal policy may also provide reference points or signals to individuals
about the timing of claiming and retirement. The availability of Social
Security benefits at age 62 and adjustments to benefits thereafter may
give individuals mixed signals about when to claim benefits.%® A 2012
study found that spikes in retirement c,laims at the FRA move along with
changes in the FRA itself, suggesting that people may see "full retirement
age" as a reference point for when they should claim.® Finally,
uncertainty about future benefits may also influence when people claim. A
2011 study conducted an online survey and found that uncertainty may
cause people to claim earlier than they might otherwise in order to lock in
benefits. 7

% This endowment effect was observed i the seminal paper by Kahneman et d_ (1990).
Daniel Kahneman, Jack L Knetsch, and Richard H Thaler, "Experimental Tests of the
Endowment Effect and the Coase Theorem," The Journal of Political Economy, 98(6)
(December 1990).

% Loss aversion could also help explain people's preference for lump sums over lifetime
annuities-even though the annuity pays an actuarially higher amount of money and
provides insurance against outliving one's assets, many people might primarily focus on
the potential for giving up a sure lump sum and dying early.

% GAO, Retirement Decisions: Federal Policies Offer Mixed Signals about When to
Retire, GAO-07-753 (Washington, D.C.: Jul.11, 2007).

% | uc Behaghel and David M Blau, "Framing Social Security Reform: Behavioral
Responses to Changes i the Full Retirement Age," AEJ. Economic Policy, 4(4)
(November 2012).

5 Erzo F.P. Luttmer and Andrew A Samwick, The Costs and Consequences of Perceived
Political Uncertainty in Social Security, NBER Working Paper (September 2011 ).
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SSA Provides Key
Claiming Information
on Its Website and in
Publications, but Not
Consistently during
the Claiming Process

SSA Provides Multi-
Faceted Information and
Tools to Help People
Decide When to Claim
Retirement Benefits

SSA Web Pages and
Publications

SSA provides, through various sources, comprehensive written
information to help people decide when to claim retirement benefits. This
information includes many of the items identified from our literature review
and expert interviews including how claiming age affects monthly benefit
amounts, how benefits are determined, details on spousal and survivors
benefits, the retirement earnings test, information about life expectancy
and longevity risk, and the taxation of benefits. The agency makes this
information available through SSA's website, publications on various
topics (available n electronic and paper forms), interactive tools such as
online calculators, and a personalized benefit statement mailed to
individuals and made available online. The different formats allow this
information to be presented in varying degrees of complexity, specificity,
and personalization.

SSA's web pages and publications cover virtually all information that
could inform a person's decision to claim retirement benefits. For
example, the publication When to Start Receiving Retirement Benefits
provides an overview of information needed to make the claiming
decision, including a discussion of the tradeoffs of claiming benefits
earlier versus later, information on life expectancy and longevity risk, how
claiming could affect spousal and survivors benefits, and the retirement
eamings test. The SSA website also includes pages that cover these
topics individually. In addition, the web pages have links to related topics,
interactive calculators, and printed publications, making it possible for
someone with access to the Internet and comfort with using it to get
information on what they need to consider before deciding to claim
benefits.

Depending on the source, there are differences n how key information i
presented. In the publication Your Retirement Benefit: How It's Figured,
SSA explains that benefits are based on the highest 35 years of indexed
earnings, and includes a worksheet for estimating benefits. In Retirement
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Interactive Calculators

Benefits, however, SSA says only that benefits are based on "lifetime
earnings." While it is reasonable that publications may present similar
information n differing degrees of detail, such detail could be important
for someone with less than 35 years of earnings. SSA covers longevity
risk similarly. In some publications and web pages, SSA covers the
personal nature of the claiming decision and notes that as many as one n
three 65-year-olds today will live to age 90. At the same time, SSA says
that lifetime benefits for anyone who lives to the average life expectancy
will be the same regardless of what age they claim; this may run the risk
of unintentionally conveying to claimants that the decision on when to
claim does not matter. In contrast, when describing the retirement
earnings test, a complicated and potentially critical piece of information
for someone considering claiming prior to FRA, SSA explains consistently
that monthly benefits will increase at FRA if any benefits were withheld
due to the test.

To further assist potential claimants, SSA provides 11 interactive
calculators on its web site for users to estimate future benefits under
varying scenarios, such as at different claiming ages and different
earnings levels. * These calculators also generally vary in the precision of
their benefit estimates. One calculator-the Earnings Test Calculator-
estimates the reduction n benefits for individuals who continue to work
after claiming, and another-the Benefits for Spouses Calculator-
estimates spousal benefits. Others provide FRA or likely life expectancy
based on one's date of birth.

The Retirement Estimator, for example, asks users to enter some
identifying information in order to use a secure interface that accesses
their earnings history n SSA's database. In contrast, the SSA online
Calculator requires the user to enter earnings from each of their working
years in order to determine their estimated monthly benefit. The
instructions note the user should have his or her Social Security
statement with earnings history available n order to complete the entries.
Manually entering several decades of annual earnings can require
considerable time, and carries more risk of inaccurate earnings
information producing an inaccurate benefits estimate. Unlike the
Retirement Estimator, though, the online Calculator gives users the option

% See appendix Il for descriptions of each calculator.

GAD0-16-786 Social Security Decisions



103

Social Security Statement

of having the estimated benefit amount given n either current or future
dollars. Both calculators also can be used to estimate benefits at different
retirement ages.

Other calculators focus on more specific factors that can affect benefits.
An Early or Late Retirement Calculator provides an estimate of how much
less a user's benefit would be if the user claimed earlier than FRA. Others
focus on the effect of the retirement earnings test or the Government
Pension Offset (GPO) or Windfall Elimination Provision (WEP), which
affect benefits for an individual receiving a pension from ajob that was
not covered by Social Security. *

The Social Security statement is the most widespread piece of
communication that SSA provides to individuals about their future
benefits. It is a 4- to 6-page summary of personalized information that
includes an estimate of the individual's future benefit payable at age 62,
FRA, and age 70, as well as estimates for the individual's current
disability and survivor benefit amounts. ®® In 1995, SSA began mailing
annual statements to individuals n selected age groups, beginning with
those 60 and over.®" By 2000, statements were generally mailed to all

59 The GPO generally affects individuals who receive a pension based on non-Social
Security covered work for a federal, state, or local government and who are eligible to
receive Social Security benefits based on their spouse's covered work. SSA may
generally reduce their spousal or survivors benefit. The WEP can affect how SSA
calculates individuals' retirement or disability benefits if they have non-covered work. Any
pension received from that work can reduce Social Security benefits.

D The Social Security Act generally requires SSA to provide annual statements with
benefits and earnings information to individuals age 25 and older who have a Social
Security number and wages, net eamings from self-employment, or whose pattern of
earnings indicate a likelihood of non-covered employment. 42 U.S.C. § 1320b-
13(c)(2). The law generally requires each statement to contain an estimate of the potential
monthly Social Security retirement, disability, survivor, and auxiliary benefits, and a
description of the benefits under Medicare; the amount of wages paid to the employee and
income from self-employment, an estimate of the individual's aggregate contributions paid
to Social Security, including employer contributions; an estimate of the individual's
aggregate contributions paid to Medicare, including employer contributions; and for
individuals with non-covered employment, an explanation of the potential effects of the
WEP and the GPO on their monthly Social Security benefits.

®' See 42 U.SC. § 1320b-13(c)(1).
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eligible individuals 25 and older.®? In May 2012, SSA made the statement
available electronically for those establishing an online account.®® Since
September 2014, SSA has mailed printed statements to eligible
individuals age 25, 30, 35, 40, 45, 50, 55, and €0 or older who have not
created a personal online Social Security account. At age 60, SSA sends
the statement annually. The statement has three versions, one each for
those ages 25 to 34, 35 to 54, and 55 and older, with certain information
tailored for each group. For example, the statement for the age 25-to-34
cohorts has a section titled "Why should | think about retirement now?"
For those 55 and older, there is additional information on monthly benefit
amounts at different claiming ages and working while receiving benefits.

In addition to benefit estimates, the statement shows the individual's
history of earnings on which he or she paid Social Security (and
Medicare) taxes, and total taxes paid. It also explains how people qualify
for benefits, assumptions SSA uses n their benefit estimates, and
information on the GPO and WEP provisions that generally apply to
people who receive pensions from non-covered employment. For those
55 and older, a section on the retirement earnings test explains that some
benefits can be withheld from workers under FRA who earn over a certain
amount, but goes on to explain that at FRA the worker's benefit amount
will be increased to account for the benefits that were withheld. The
statement does not, however, include some basic information that may
help people understand some critical details about their benefits.
Specifically, while the statement includes an example of how a claimant's
monthly benefits would differ based on age when claiming, it does not
make clear that the monthly benefit amount at claiming is permanent,

= Eligible individuals are those having a Social Security number, age 25 or older, and
having wages or net earnings from self-employment or whose pattern of wages or self-
employment income indicate a likelihood of non-covered employment. 42 US.C. § 1320b-
13(a)(3). h recent years, SSA has suspended mailings on various occasions, citing
budgetary concerns. h March 2011, SSA suspended statement mailings. h 2012, SSA
resumed statement mailings to workers age 60 or older and to workers age 25 before
once again suspending all statement mailings in October of that year. h 2012, SSA
resumed statement mailings to workers age 80 or older and to workers age 25 before
once again suspending all statement mailings in October of that year.

% GAO, h testimony before the Subcommittee on Social Security, Committee on Ways
and Means, House of Representatives, recommended that SSA take steps to ensure
access to the statement for all eligible workers, including those without Internet access or
English proficiency. GAO, Social Security Statements: Observations on SSA's Plans for
the Social Security Statement, GAO-11-787 T (Washington, D.C.: Jul. 8 2011)
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except for cost-of-living adjustments. An SSA official said that a common
misunderstanding by statement recipients is that a claimant will receive
higher amounts as they get older even if they claim benefits at 62.
Further, even though a section of the statement is titled "How Your
Benefits are Estimated," it does not explain that benefits are calculated
based on the individual's highest 35 years of eamings. It also does not
say that an individual's claiming age affects not only his or her own
benefit but potentially a spouse's survivor benefit. Finally, the statement
does not mention that benefits, once they are received, may be subject to
income tax.

According to various studies and surveys that looked at the statement,
individuals who received the Social Security benefits statement were, n
general, more knowledgeable about Social Security. According to SSA n
2012, surveys SSA has conducted found that 70 percent of respondents
age 60 and older said they had enough information about Social Security
from the benefits statement to plan for their financial future. ® However,
SSA's studies did not assess whether receipt of the statement changed
behavior. A 2015 academic brief that reviewed additional studies reported
they did not find that the Social Security statement affects claiming
behavior. 6

Claims Process
Sometimes Does Not
Provide Key Information
That Could Help People
Decide When to Claim
Benefits

While SSA provides important information through its website and
publications to help people make informed decisions about when to claim
benefits, our observation of the online and in-person claims process
found that some key information may not be consistently provided to
potential claimants when they file, particularly during in-person

interviews. % SSA's Program Operations Manual System (POMS) states
that claims specialists are to provide information, and avoid giving advice,
to claimants. The POMS also specifies that when taking an application for
Social Security benefits, the claims specialist is responsible for explaining
the advantages and disadvantages of filing an application so that the

8 SSA, Social Security Statement Review: A Report to Congress (June 4, 2012).

65 Steven A Sass, Does the Social Security Statement Add .Value? (Center for Retirement
at Boston College, July 2015).

% Claimants may also claim by phone or mail, but we did not observe these modes of
claiming.
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In-Person Claims

individual can make an informed filing decision.%” However, our
observation of a nongeneralizable sample of 30 face-to-face claims
interview at 7 SSA field offices found that claims specialists did not
consistently provide key information to potential claimants, or ensure
individuals were aware of such information when they applied for benefits.
The SSA claims protocol follows a screen-by-screen process of questions
and prompts to collect basic information from claimants, but does not
prompt questions or discussion of some key information. Compared to the
in-person process, online applicants have more consistent access to key
information on the screen or through tabs and pop-up boxes as they
complete the application. Even so, the online process also left out
potentially important information that could inform an individual's decision
to claim benefits. Furthermore, for both face-to-face and online
application methods, we found claimants were sometimes provided
information that could inadvertently influence them to claim earlier than
they might have otherwise.

Over 3 percent of people claiming retirement benefits n 2015 did so n
person at an SSA office. ® During the in-office claims we observed, claims
specialists followed an automated step-by-step process for collecting and
confirming basic information from potential claimants to ensure they
qualify for Social Security benefits and to determine the benefit amount. ¢
Such information included confirmation of a claimant's birth date, marital
status, earnings history, and any receipt of pension benefits from an entity
that did not participate n Social Security, among other information. This
process also included prompts to provide information or ask questions
about certain types of benefits, such as qualification for spousal benefits,
and key program rules, such as the retirement earnings limit for claimants
who are younger than FRA. However, n the in-office claims interviews we
observed, the discussion did not include questions or prompts about other
key program rules and information that could help inform the decision to

5 POMS @GN 00201.005.

8 According to SSA officials, 40.7 percent of people file for Social Security benefits via the
Internet, 36.8 percent file by visiting an SSA office, and 21.6 percent file by phone. About
10 percent represents the use of applications through the mail and other methods, such
as foreign service units.

%9 We observed a nongeneralizable sample of 30 face-to-face retirement claims
applications and inquiries at 7 SSA field offices.
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claim benefits. For example, claimants were not consistently informed
that monthly benefit amounts would be higher if the claimant waited, as
specified n POMS. Similarly, the protocols did not prompt claims
specialists to provide information on how working longer prior to claiming
might raise monthly benefits, or how personal circumstances such as
health, life expectancy, and longevity risk can factor into the decision on
when to start benefits. Claims specialists generally provided accurate
information about program rules and benefits and answered claimants'
questions. In some instances, however, they presented or omitted key
information n a way that could confuse or even bias people's claiming
decisions. We discuss areas of key information, and how we observed
they were covered i in-person claims, below:

How claiming age affects monthly benefits: POMS states that
claimants filing for benefits should be advised that higher benefits may be
payable if filing i delayed. It also states that claimants should, if
applicable, be provided with at least three monthly benefit amounts at
three different claiming ages-at the earliest possible month for claiming,
at FRA, and age 70. Claims specialists should provide amounts for other
months as well if requested by the claimant. In 18 of 26 interviews we
observed in which delaying claiming was a potential choice, the claims
specialist mentioned that the claimant's benefit amount would be higher if
he or she delayed claiming. However, the remaining 8 did not discuss this
option. Of the 18 interviews that mentioned delayed claiming, 13 claims
specialists presented at least the three benefit amounts per POMS, while
5 did not. 7 Surveys have shown that most individuals do not know how
much monthly benefits can increase by waiting to claim, so offering
benefit estimates at different ages is likely to provide information many
claimants do not have. This information can influence the age at which
they claim, and expert opinion and past GAO reports found that delayed
claiming can be an important strategy to consider for most retirees.

In 100f the 30 observed interviews, claims specialists offered the
opportunity to claim up to 6 months of retroactive benefits as a lump sum.
SSA allows for up to 6 months of retroactive benefits when a claimant is
at least FRA or has a "protective filing date"-a documented date within

D 1 4 of the 30 interviews, a discussion of delayed claiming was not relevant because the
claimant filed and suspended benefits, was age 70 or older, or was not eligible for
benefits.
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the 6 months prior to a claims appointment when a claimant first
contacted SSA about filing a retirement claim. 7 While retroactive benefits
offer en attractive lump sum, taking it essentially means applying for
benefits 6 months earlier, and results n a permanent reduction n the
monthly benefit amount. POMS provides eligibility criteria for retroactive
benefits. However, POMS does not instruct claims specialists to inform
claimants that taking lump-sum retroactive benefits will result in
permanently lower monthly benefits, compared to not taking retroactive
benefits, a tradeoff claimants may not be aware of The claims specialist
explained this tradeoff n only 1 of the interviews we observed. In another
interview, a claimant who initially said he wanted benefits to start later n
the year changed his mind to start 6 months earlier after being offered a
lump sum.

During our observations, we also saw 6 instances n which a claims
specialist presented a breakeven age-the age at which the cumulative
higher monthly benefits starting later would equal the cumulative lower
benefits from an earlier claiming date-to help a claimant compare
claiming benefits now or waiting to claim. According to POMS, claims
specialists "should no longer discuss [breakeven points] with claimants,"72
and research shows that breakeven analysis can influence people to
claim benefits earlier than they might otherwise. In some interviews,
however, claims specialists not only offered a breakeven year, they
added their conclusion that the analysis showed that claiming earlier was
preferable. One claims specialist showed the claimant that it would take
11 and 12 years to make wp the difference for waiting to claim, and
added that "according to the actuaries, that [early claim] is a reasonable
choice." Another claims specialist said the breakeven analysis showed "it
pays to file early." In a seventh interview, breakeven had been discussed
before the claimant came into the local office. The claimant said he had

™ Individuals claiming benefits after FRA can claim retroactive benefits covering up to 6
months. For those who file less than 6 months after FRA, retroactive benefits are paid
back to the month of FRA attainment. Protective filing s a statement of intent to file for
Title | benefits. k protects the claimant's date of acceptance as the claimant's application
date. If at any time n the following 6 months the claimant decides to apply for benefits, the
protective filing date will be considered the application date and the claimant will be able
fo receive retroactive benefits back to that date. After 6 months, the protective filing i
closed out. See POMS GN 00204.010 and GN 00204.030.

72 POMS GN 00204.039A.
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been planning to wait until age 70 to claim, but had been told by an SSA
representative over the phone that his breakeven age analysis suggested
he should claim earlier. While our observations are not generalizable,
they suggest that SSA may be inadvertently influencing people's
decisions on when to claim and lowering claimants' monthly benefit
amounts. The 2011 SSA Office of the Inspector General report concluded
that SSA needed to better explain to its claims specialists why the agency
believes breakeven points are not relevant to a claimant's decision. "

How lifetime earnings affect benefits: \We observed only 8 interviews in
which a claims specialist mentioned that benefits are based on 35 years
of earnings and that working longer could potentially raise benefits by
boosting average lifetime earnings. While POMS does not require claims
specialists to explain how earnings affect benefit amounts, the claims
process could be modified to include prompts for claims specialists to
inform claimants that benefits are based on 35 years of earnings-
information that SSA already makes available on its website. By
discussing how years of earnings are calculated to determine one's
benefit amounts, claims specialists might better inform claimants who are
deciding when to claim, especially for those who have less than 35 years
of eamings.

Spousal benefits: The majority of claims specialists we observed
compared the amount the claimant would receive as a spouse versus the
amount based on his or her own earnings history, when applicable.
However, n 8 of 15 interviews n which the claimant was potentially
eligible to claim restricted spousal benefits or to file-and-suspend, the
claims specialist did not mention these options. ™ To their credit, 4 claims
specialists we observed explained that while spousal benefits were
currently lower than the claimant's own benefit, taking the lower spouse
benefit now and waiting to claim their own would increase the claimant's
own benefit by 8 percent per year after FRA and wp to age 70. As a result

B Office of the Inspector General, Social Security Administration, The Social Security
Administration's Month of Election Policy for Retirement Benefits, A-08-10-20183
(February 2011).

™ The Bipartisan Budget Act of 2015 has ended these options for most claimants, but at
the time of our observations they remained permissible

GA0-16-786 Social Security Decisions



110

of the explanation, 2 claimants decided to take their spousal benefits at or
older than FRA and wait to take their own benefits at age 70.

Retirement earnings test: In our observations, the step-by-step SSA
claims process for a claimant younger than FRA included questions about
plans to continue working. In the 18 interviews we observed in which a
potential claimant was younger than FRA, 7. claims specialist explained,
accurately, that the claimant would have benefits withheld if he or she
earned more than the retirement earnings limit. However, in only 7 of
these 17 interviews did the claims specialists explain that any benefits
withheld due to earnings would be recalculated and result in higher
benefit amounts after FRA. For the remaining interviews, the claims
specialists mentioned only that earnings may result in lower benefits, or
that the claimant cannot eam above the limit, perhaps inaccurately
suggesting the earnings test would result n a permanent loss of benefits.
In one interview, a claims specialist told the claimant she would be
"penalized" if she earned over the limit. POMS states that, when
applicable, the claims specialist should explain to claimants that earnings
could be withheld based on the annual earnings test, but does not instruct
claims specialists to explain that the earnings test is not a penalty or tax,
or that withheld benefits are repaid. However, if claimants do not
understand the full implications of the earnings test, they could
erroneously think it will result in a permanent loss n benefits and, as a
result, unnecessarily stop working or reduce their working income. This
was made clear in one interview in which a claimant with earnings likely
to be above the limit said she might have to quit one of her two jobs
unless she waited until FRA to claim. Ultimately, the claimant decided to
wait until she reached FRA and then start her benefits. This case
illustrates the potential risks of SSA not making clear to claimants that the
earnings test does not represent a permanent loss n benefits.

Taxation of benefits: That Social Security benefits are potentially subject
to income tax did not routinely come up in the interviews we observed.
While some claimants asked about withholding taxes from their Social
Security benefit checks, in only two instances did a claimant ask if
benefits themselves are taxable. In these instances, the claims specialist
told the claimant the benefits could be taxable. One claims specialist also
suggested that the claimant discuss this issue with their tax professional.
Furthermore, in both instances, the claimants did not realize that their
benefits can be taxed. POMS states that claims specialists "will not
answer questions about taxation," and says they should refer individuals
inquiring about taxation of benefits to IRS Publication 915, Social Security
and Equivalent Railroad Retirement Benefits, for additional information.
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However, a general explanation of taxation can be provided as it relates
to month of election and suspension or withholding of benefits to recover
overpayment. % A lack of information about the taxability of benefits could
potentially affect the retirement planning of claimants.

Life expectancy and longevity risk: Claims specialists are not
prompted to ask for or provide any information to claimants about life
expectancy or longevity risk. Only twice in our 30 observations did family
health and longevity arise and how it might factor into when to claim
benefits, both times because the claimant raised the subject. While claims
specialists are not specifically required to discuss life expectancy and
longevity risk, the POMS does state that information should be provided
to help claimants make informed filing decisions. SSA also emphasizes
the importance of considering life expectancy and longevity risk n
information made available on its website. According to the American
Academy of Actuaries and the Society of Actuaries, understanding how
longevity, and n particular longevity risk, can impact retirement planning
is an important aspect of preparing for a well-funded retirement.

While time constraints may increase the pressure on claims specialists to
manage their claims case load, we detected no systematic way that these
constraints would push specialists to withhold key information from
claimants. In general, the claims specialists we interviewed told us that
they did not feel pressured by management to process a specific number
of claims in aday, nor to limit the time they spent with claimants providing
information and answering claimants' questions. Field office managers
told us that their offices faced monthly performance goals for processing
claims efficiently and accurately; and both managers and claims-
specialists acknowledged that some days present time constraints in
serving all potential claimants. However, managers and claims specialists
said they did not feel pressure to convince any people to claim benefits
when they came n for a claims interviews or inquiry.

While we did not examine training in depth, SSA officials said claims
specialists receive about four months of classroom training on processing
claims and have a regular review of claims they handle during their first
year. In addition, claims specialists have additional resources to help

75 SSA POMS GN 05001.020.
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Online Claims Process

them if questions arise during claims interview or inquires, including ready
access to POMS and the ability to ask questions of onsite SSA technical
experts. Our observations confirmed that claims specialists were able to
spend as much time as claimants required for answering questions.

According to SSA, over 40 percent of people claiming retirement benefits
n 2015 did so online through its website. SSA provided us a screen-by-
screen demonstration of the online claiming process. In addition to
collecting information from the claimant, the online process offers
opportunities for the claimant to receive certain key information on the
screen via links to SSA web pages and in pop-up boxes. In contrast to the
in-person claims process, the online process includes screens that
provide information on how claiming at different ages raises or lowers
monthly benefits, and that any benefits withheld because of the retirement
earnings test will raise monthly benefits after FRA. For example, one
online screen asks the claimant to indicate when he or she would like to
start taking benefits, and explains that if the claimant chooses to start
receiving benefits early, before FRA, monthly benefits will be reduced. in
another online screen, SSA explains that any benefits withheld because
of the annual earnings test will raise monthly benefits after FRA. Similar
to in-person interviews, however, the online application process does not
inform claimants that benefits are based on the highest 35 years of
earnings; that life expectancy and longevity risk are important
considerations in deciding when to claim; and that benefits may be taxed.
And, as with in-person claims, the online claims process may
inadvertently influence people's claiming age through the information it
presents. For example, if a claimant has the option of starting benefits
retroactively (i.e., taking a lump sum), and chooses not to, the online
process asks the claimant to provide a reason. This step runs the risk of
making the claimant believe he is making an unusual decision, or a
mistake, by choosing a later claiming date.

Conclusions

Many American retirees rely greatly on Social Security, making it
imperative that they have the information they need to make wise
claiming decisions. Therefore, it is important that claimants understand
key SSA rules and consider other factors that can assist them n making
informed decisions about when to claim. For many people, SSA may be
their only source of information when making the important decision of
when to claim retirement benefits. Though we found SSA's claims
process largely provides accurate information and avoids overt financial
advice, certain key information is not provided or explained clearly during
the claims process. POMS specifies that claims specialists should explain
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the advantages and disadvantages of filing for Social Security benefits to
help individuals make informed filing decisions. However, because SSA is
not fully operationalizing this guidance in the claims interviews, some
claimants do not receive all the information that is critical to making
informed claiming decisions. While SSA offers key retirement planning
information on its website and in written publications, it cannot be
assumed that potential claimants have obtained, read, or understood it
when they actually claim benefits, especially given documented gaps in
people's knowledge about Social Security.

Claims specialists we observed performed their jobs with professionalism
and seemed very willing to help people navigate a complicated decision
by providing accurate information and answering questions. However, in
some areas, such as benefits of delayed filing and the inappropriate use
of breakeven analysis, information was sometimes not provided
consistent with POMS. Additionally, the claims interview could better
inform claimants that benefits are based on 35 years of eamings, that
benefits withheld due to the retirement earnings test are accounted for
after FRA, that taking lump-sum retroactive benefits reduces future
monthly benefits permanently, and that life expectancy and longevity risk
should be a consideration in a person's decision to claim. The claims
process, either in person with a claims specialist or online, allows for SSA
to add additional questions or prompts-potentially using language SSA
already provides on its website and in publications. This information
would help each individual receive the information they need to make an
optimal decision. While we recognize that SSA claims specialists face
time constraints in processing claims, providing such information would
not necessarily add much time to a typical claim or inquiry. Ih some
cases, such as with breakeven ages, claims specialists could actually
save time by providing less information than they do. Given the near-
universality and broad dependence on Social Security for retirement
income, improving the claims process could have a significant impact on
people's retirement security.

Recommendations for
Executive Action

To ensure that key information provided by claims specialists to potential
claimants of Social Security retirement benefits is clear and consistent
with POMS, the Commissioner of the SSA should take steps to ensure:

* when applicable, claims specialists inform that delaying claiming will

result in permanently higher monthly benefit amounts, and at least
offer to provide claimants their estimated benefits at their current age,
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at FRA (unless the claimant is already older than FRA), and age 70;
and

* claims specialists understand that they should avoid the use of
breakeven analysis to compare benefits at different claiming ages.

In addition, to ensure potential claimants are consistently provided with
key information during the claiming process to help them make informed
decisions about when to claim benefits, SSA should take steps to ensure
that:

* when applicable, claims specialists inform claimants that monthly
benefit amounts are determined by the highest (indexed) 35 years of
earnings, and that n some cases, additional work could increase
benefits;

* when appropriate, claims specialists clearly explain the retirement
earnings test and inform claimants that any benefits withheld because
of earnings above the earnings limit will result n higher monthly
benefits starting at FRA;

* claims specialists explain that lump sum retroactive benefits will result
in a permanent reduction of monthly benefits. For the online claiming
process, SSA should evaluate removing or revising the online
question that asks claimants to provide a reason for not choosing
retroactive benefits; and

* the claims process include basic information on how life expectancy
and longevity risk may affect the decision to claim benefits.

Agency Comments
and Our Evaluation

We provided a draft of this report to SSA for review and comment. SSA
generally agreed with our recommendations. SSA's comments are
reproduced in appendix IV. They correctly noted that some of our
recommendations apply only to certain claimants; for example, additional
information on the retirement earnings test would be important to provide
only to a claimant who is younger than FRA and who intends to work after
claiming. SSA emphasized that their claims specialists are not equipped
to serve as financial advisors, and that claimants must select the age that
is best for them based on their individual circumstances. We agree, and
believe that our recommendations are consistent with the principle of
providing important information-not financial advice-to claimants. To
the extent that SSA can incorporate the information we recommend into
the claims process, we believe that this will improve the likelihood that
claimants consistently receive the information they need to decide their
own optimal claiming decisions. SSA also provided technical comments,
which we incorporated as appropriate.
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We are sending copies of this report to the Commissioner of the Social
Security Administration, appropriate congressional committees, and other
interested parties. In addition, thrs report is avallable at no charge on the
GAO website at http://www.gao.gov.

If you or your staff have any questions about this report, please contact
me at (202) 512-7215 or jeszeckc@gao.gov. Contact points for our
Offices of Congressional Relations and Public Affairs may be found on
the last page of th)s report. GAO staff who made contributions to this
report are listed in appendix V.

rl esze:
Director
Education, Warkforce, and Income Security Issues

/X

GA0-16-7-86 Social Security Decisions



116

Appendix I: Objectives, Scope, and

Methodology

In this report, we examined: (1) the extent to which people understand
Social Security rules affecting their benefits, and other factors that may
influence when they claim retirement benefits; and (2) the information that
the Social Security Administration (SSA) provides to individuals inquiring
about claiming that enables them to make informed claiming decisions.
We conducted this research from July 2015 to September 2016 n
accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our
findings and conclusions based on our audit objectives. We believe that
the evidence we obtained provides a reasonable basis for our findings
and conclusions based on our audit objectives.

To address our objectives, we applied several methods for collecting and
analyzing relevant information, as described below.

Identification and Review
of Applicable Law and
Regulations

We reviewed relevant federal laws and regulations for requirements
relating to SSA providing the public with information about retirement
benefits. Additionally, we reviewed relevant sections of the SSA Program
Operations Manual System (POMS}, a primary source of information
used by SSA employees to process claims for Social Security benefits.
We also interviewed SSA headquarters officials and District managers in
seven field offices to leam how Social Security retirement benefit claims
are processed.

Literature Search and
Expert Interviews

Using the Internet and expert referrals, we found and reviewed surveys
and academic studies that assessed understanding of Social Security
benefits and identified the factors that influence claiming. The search
comprised publications from GAQO reports, other government agencies,
research organizations, scholarly journals, and the financial industry from
2010 to 2015. Of the studies we found, nine were most relevant to our
work. These studies are described in appendix Il. We also interviewed a
judgmental selection of Social Security experts from academia, public
policy organizations, and financial firms to obtain their views on how SSA
could provide information to better inform people about claiming benefits.
Based on our review of studies and on expert interviews, we identified
key information categories that are central to making an informed
decision about when to claim retirement benefits.
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Appendix t Objectives, Scope, and
Methodology

Review of SSA
Publications, Web Pages,
and Calculators

We identified materials to review from our own examination and search of
SSA's website. We reviewed SSA's publications, web pages, and
calculators that provided information related to understanding and filing
for retirement benefits, including how benefits are calculated. We
reviewed each of the publications and web pages and assessed how they
addressed each of the key information components we found from our
literature review and expert interviews that were not well understood by
prospective claimants. A second reviewer verified any initial assessments
that were used n this report. We reviewed the calculators to see ff,
collectively, they addressed each of the key information categories.

Observations of Claims
Process at Field Offices
and Online

We observed a demonstration of SSA's online retirement claims process
and a nongeneralizable sample of 30 face-to-face claims applications and
inquiries at 7 SSA field offices. We identified the local SSA offices where
we would observe the retirement claims process, taking into consideration
regional geographic diversity, income level, urban and rural composition,
and the number of new claims each office processes. SSA headquarters
provided local office data from each of the 10 SSA regions. After
reviewing those data and considering logistical issues, we selected 7
offices in the Philadelphia, Chicago, and San Francisco regions. We used
SSA data to identify local offices with high volumes of inquiries and visits.
We then looked at the number of retirement claims those offices were
processing and considered thoughts of SSA regional and field office
officials about pros and cons of each local office we had preliminarily
chosen, such as foot traffic or appointment schedules. Based on our
discussions with SSA headquarters and regional officials, and our
analysis of data on the field offices, we selected SSA field offices n
Alexandria, VA; Winchester, VA; and Arlington, VA (Philadelphia region);
Sen Francisco, CA and Santa Rosa, CA (San Francisco region); and
Mount Prospect, IL and Hillside, IL (Chicago region). We conducted these
site visits from March to May 2016.

At our site visits, we observed SSA claims specialists handle claims
intakes or inquiries from claimants for retirement benefits (including for
survivors and spousal benefits). VWe noted the elements of the claims
process and information the specialists provided to claimants during this
process and evaluated what we observed against POMS guidance and to
determine how specialists were addressing the six key information
categories we identified from our literature review and expert interviews.
We also interviewed managers and claims specialists at these offices
about the process for completing retirement benefit claims, training on
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Appendix & Objectives, ScOPE!, and
Metl}odol9gy

completing claims applications, and how claims specialists' performance
Is evaluated.

To learn about the online claims process for retirement benefits, we
observed a screen-by-screen demonstration by an SSA official covering
the steps of a retirement claim, and asked the official questions about the
process and the information provided. We did not observe an actual
online claim, but saw all the screens that potential claimants see and the
steps that they follow when a retirement claim is filed online through
SSA's website.
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Appendix 11:Selected Surveys and Studies,
2010-2015

Table 1 Surveys and Studies, 2010-2015, Identifying What People Understand about Social Security Retirement
Survey: Population and
Author/Organization Sample size Findings
AARP and Financial Planning (1) 1,215 future beneficiaries The survey found future beneficiaries have a knowledge
Association ages 45-64, not collecting yet;  gap that may undermine their retirement expectations.
(2015) and «  Majority knew that waiting increases benefits (67
(2) 1,279 Certified Financial percent underestimate the benefits of waiting from 62
Planning professionals with to full retirement age) (FRA).
client base ages 45-64 « 27 percent knew benefits withheld due to the

retirement earnings test will be returned over time after
RA.

«  Half of ever married respondents knew they can
receive benefits based on their living spouse's work
record.

« 97 percent knew surviving spouse can get benefits if
surviving spouse had never worked,

« 20 percent of ever-married respondents who knew they
can receive survivors benefits do not know the age at
which the deceased spouse started claiming benefits
will affect the amount of the survivors benefit.

« Just over half of those who knew about survivors
benefits knew the age the surviving spouse claimed
made a difference also.
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Appendix II: Selected Surveys and Studies,

2010-2015
AARP/Knowledge Networks National panel, 2,053 people The survey revealed widespread knowledge of certain
(2012) ages 52-70 eligible on own issues that affect how retirement benefits are determined
work, not yet claimed, expected but show a consi lack of knowledge of some critical
to do so in next 15 years nuances.

« 76 percent understood there would be a benefit
reduction from work before Full Retirement Age, but

» 71 percent of those that understood there would be a
reduction (prior bullet) did not know the reduction was
temporary.

« 7 percent knew that 35 highest earning years are used
to calculate benefits.

« 95 percent of married or ever married respondents
were aware of widow benefits, but only 48 percent of
this group were aware of benefits from a living spouse

= 78 percent ofthose aware of availability of survivors
benefits were also aware of how the age a worker
claims affects survivor benefit.

« 52 percent of married or ever married respondents
indicated claiming age of widow affects widow's
benefits.

« 29 percent knew the earliest age to claim for
maximizing benefits was 70.

« 89 percent of respondents knew monthly benefit would
be higher if benefits were claimed at FRA rather than
62, but few of those had an accurate sense of the
amount.

Center for Retirement Summary of findings of studies  The surveys showed that the Social Security Statement
Research at Boston College/ and surveys from the Social delivered significant value by improving benefit knowledge
Steven A Sass Security Administration's for those that do not otherwise contact the Social Security
(2015) Retirement and Financial Administration.

Literacy Research Consortiums  *  Most workers could provide an estimate of their
potential monthly benefit and how it would increase by
delaying claiming.

. However, the surveys and studies that reviewed the
value ofthe Statement did not find that the Statement
affected claiming behavior.
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Appendix I: Selected Surveys and Studies,

2010-2015

“Financial Engines/fielded by
Greenwald & Associates
(2014)

Step t 2 preliminary focus groups
with consumers between the ages
of 58 and 64, who had not yet
claimed Social Security benefits,
and had ro plans for what they
wanted to do;

Step 2 15 minute online survey.
1,008 "near-claimants" and current
beneficiaries between the ages of
55 and 70 with at least $50,000
annual household income

This study found that claiming Social Security benefits is a
complicated decision that requires understanding and
weighing of difficult financial concepts. Of those surveyed:

= 40 percent of all respondents could reasonably approximate
the increase i benefits from a 2-year delay; and

* 14 percent of respondents between age 62 and 70 said
there would be no difference n their monthly benefits if they
delayed claiming; 2 of 10 said they did not know the impact
of delayed claiming.

« 55 percent of respondents knew a divorced person could
claim benefits based on his or her ex-spouse's work history
and earnings, if they were married for 10 years

« Among those yet to claim, 24 percent of survey respondents
viewed claiming and retiring as essentially the same
decision, and 51 percent of respondents saw them as
separate, but related; and

« 52 percent of those yet to claim found reading a simple
explanation encouraged them to consider claiming later than
planned

= 75 percent of respondents indicate a working knowledge of
survivors benefits

« 8 percent of those of those yet to claim expressed concern
about receiving less from Social Security overall if they
delay claiming and then do not live as long as expected.

+ 34 percent of all respondents estimate they would die before
the average life expectancy oftheir cohort
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Appendix II: Selected Surveys and Studies,

2010-2015

Financial Literacy
Center/Greenwald, Kapteyn,
Mitchell, Schneider

(2010

(1) 2,000 persons ages 25-65 using
random-digit-dial phone survey;

(2 3,000 household Internet survey
using the RAND-sponsored
American Life Panel sample.
Respondents were age 18 and
older

Both surveys showed low level of Social Security literacy.

« Half of respondents to survey 1scored 'D' or 'F' overall on
Social Security knowledge, with higher-income people faring
better.

« Only 23 percent of respondents to survey 1 correctly
identified benefits calculated based on 35 highest earning
years.

« 42 percent of respondents to survey did not know benefits
can be taxed; 43 percent did not know benefits are adjusted
for inflation.

= 76 percent of respondents were aware of survivors benefits

= Only 24 percent of married respondents suggested they had
a very strong understanding of how much their spouses will
receive.

« 62 percent understood that monthly retirement benefits
would increase if they delayed claiming.

« 36 percent did not understand benefits are based on
claiming age; only 29 percent felt very knowledgeable about
how benefits can change based on when then claim

« 19 percent believed they had to claim when they stopped
working.

« 23 percent believed benefits are based on FICA (payroll)
taxes paid in.

« 27 percent believed benefits are based on number of years
worked and the last 5 years of earnings.

* 30 percent indicated they had little or no idea how long they
anticipated living in retirement.

« 25 percent of respondents to survey 2 knew how the
benefits were calculated (35 years).

Massachusetts Mutual Life
Insurance Company
(2015)

1,513 Americans (1,000 non-
Hispanic ages 25-65; 513 Hispanic
age 18+)

The survey, which included a trueffalse quiz, showed the
following results:

* 72 percent of respondents failed the 10-question quiz on
Social Security knowledge .

« N percent did not know Full Retirement Age is no longer 65
for anyone born in 1938 or later.

= 55 percent incorrectly believed they could continue working
while collecting full Social Security benefits regardless of
age.
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Appendix II: Selected Surveys and Studies,
2010-2015

National Bureau of Economic
Research/Liebman & Luttmer
(2014)

2,331 people between ages 50 and  The survey showed some understanding:

70, out of a nationally « Participants were aware of survivors benefits-52 percent
rqpresentatwe sample who were ) thought they would receive the same benefits as survivors
eligible and completed the survey;  and 42 percent believed benefits would rise.

_77 questions in the survey + 85 percent knew a delay in claiming between age 62 and 66
instrument - on e section asked would increase benefits.

about knowledge of 5 Social

Security components Other points were less well understood:

« Median respondent believed only the10 highest years of
earnings count i the benefit calculation.

« About 30 percent understood that the highest earnings
years counted n the benefit calculation.

« About 50 percent believed non-labor force spouse would not
be eligible for benefits

« Of those who believed there was a retirement eaming test
(threshold), 40 percent believed future benefits would
increase if current benefits were reduced.

Society of Actuaries
(2011)

Telephone interviews with 1,600 « Of respondents willing to guess, approximately 4 n 10
adults ages 45-80 (800 retirees and  underestimate average life expectancy by 5 or more years.
800 pre-retirees) from a nationwide

targeted list

Social Security Timing
(2011)

Survey delivered via e-mail and Survey found:
completed on line. 532 respondents . g7 5 percent of respondents were aware of how “timing"
qualified and completed the survey; affectgeSocial Security benefits. ¢
the respondents were married .
couples ages 60-66 « 75.6 percent were aware of spousal and survivors benefits.
« Only 27 percent were aware of file and suspend and
restricted application options.

Source GAO analysis of selected surveys and academic studies that assessed understanding of Social Security benefits | GAQ-16-786
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Appendix lll: Social Security Administration
Online Calculators to Assist in Filing

[ee———o=—te" —_———= —————
Table 2 Social Security online calculators available to assist in filing retirement claims
Name Description Web Link (as of August 2016)
Retirement Provides estimates of monthly benefits based on  https://www.ssa.goV/retire/estimator html
Estimator an individual's actual Social Security eamings
record.

Online Calculator Provides estimates ofthe individual's retirement, https:/Awww.ssa.gov/planners/reti re/AnypiaApplet. html
disability, and survivors benefits using date of birth
and complete earnings history. Projects future
earnings until retirement date.

Quick Calculator  Provides a rough estimate of an individual's https://www. social security. gov/OACT /q uickcalc/
benefits h today's dollars or future dollars with the
input of date of birth and this year's earnings
amount. Does not use actual earnings record.

Detailed Provides the most precise estimate of an https://www.ssa.gov/OACT/anypia/anypia. html
Calculator individual's retirement, disability, and survivors

benefits. Produces a Primary Insurance Amount

and reductions or increases for early or delayed

retirement. Must be downloaded and installed on

the individual's computer.

Benefits for Computes the effect on an individual's spousal https://www.ssa.gov/OACT/quickcalc/spouse.html
Spouses benefits of the age the individual starts the spousal
Calculator benefit.
Retirement Age  Individual can find his/her full retirement age and https:/Avww.ssa.gov/planners/retire/ageincrease. html
Calculator see how monthly benefits may be reduced by

retiring before full retirement age.
Early or Late Computes the effect on the individual's benefit https://www.sociaIsecurity.gov/OACT/quickcalclearly_late.htmT
Retirement amount for filing for early or delayed retirement
Calculator benefits.
Earnings Test Shows how an individual's earnings may affect https://www.ssa.gov/OACT/COLA/RTeffect. html
Calculator benefit payments if the individual & currently

working and eligible for retirement or survivors
benefits this year.

Life Expectancy  Provides rough estimates of how long an individual http:/www.socialsecurity.gov/OACT/population/longevity html

Calculator (or their spouse) might expect to live, on average.
Government Provides estimates of spousal, widow, or widower https:7/www.sr ial ity.gov/planner ire/gpo-calc. html
Pension Offset benefits for an individual who receives a pension
Calculator from a government job not covered by Social
Security.
Windfall Provides estimates for an individual who i eligible https:/\www.ssa.gov/planners/retire/anyPiaWepjs04 html
Elimination for a pension based on work that was not covered
Provision by Social Security.
Calculator

Source GAQ analysis of Social Security Adminisiralton's Inleractive calculators | GAO-16-786
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Appendix IV: Comments from the Social
Security Administration

(Miice> vf 1w Comm$
Auguit 76, 2016

Mr. (Churles Jisice'k
Ulreelnr, firlucaticm. Workforce. :md Income Scl.urity Is ucs.
VIT11d Srates GovenlInenl Accounl11bilily O!fice

4410 Str.cct, NW

Wil hington. OC 205411

Dear Mr. Jeszock
Timnk you for he 111Iromnily D review Ihudmfl report, “SOCIAL SEC'URITY: hmprollamellls
I Clnims I'roces: (uulel Help I'cople Make Bener Inl*omied Decisinn - Abmll Retirement
Btnidits” (UA0-1 <.786), Plouc -z our encloNed commi:nts. We louk torwurd to hnviny
whlill0lml diulugue nn tlus Thpatlilit Tsus t The SptTilile 14, 21116 heerin

I'you have .my Hucslions. please cmwet me ul (410) % 34CH1. Yonr .111ffinlly conhtet
joryS. Hutcher. Senior Advsor fur th! Audil Linlson SmIL 1t (410) 965-0680.

Sincerely
WiZ¢ yd
Frank Cris11luht

£lxceulive Counsclor In the C-on.mis$ioner

Itnclosure

SOCIAL SECURITY ADMINISTRATION  BAL TIMORE. MD 212350001
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Appendix V: Comments from the Social
Security Administration

COUNTABILITY OFFICE /GAO) DRAFT
IMENTS TO CLAIMS PROCESS C!

5! S T IREMENT

BENEFITS" (GA0-16-786

Selecting the 1ig: Il which to start rcceiving Socinl Security rotiroment benefits k an important
decision That permuncntly affects the benefits a retiree nnd his or her family receive, There is
one age that is best for everyone: claimants must select the ugc thm i best for them based on
their individun! circumstances, including other income. assets und ubhguhuns. h'alth and family
longevity, and the Social Security benefits available to dependents.

We upprecillle that GAO acknowledged the Ctmprehidlive information thill we provide on our
website, in our pubhon!lons, i our outreach initiatives. und i the Social Sccurily Stalcment, to
help J)cople make informed Idlirelllent decisions. The Social Security Statcrnont I:nables us lo
rach wil © workers ond provide them with bellefil information hegimling <lthe ngc of2S (age
18 for flosl: with uccei; to the Online Stulement) o thnt they have time lo consider lhc best
churning uge. This information on our retirement benefit nnd rules c:omplements Ibt
illformaliun provhled by our dllims spctialists during Ihe claims inmke proce.s in our licld
offices.

We also 11ppreciote thut GAO ized the profcssionalisni o f our employees, who go to great
lengLhs to serve the public with respect, skill, and dignity. I their obscrvations o fa very small
5Llmpk o f retirement claims. GAO noted some: v.,ys we wuld improve. Although the small
-miplc is not reflective of the millions ofrctircmont cluim and rclttdi discussions we have with
the public every year, wc I\evcrthele ; appreciute GAO:s imlights.

Please find below our resp to the report
oftechnical comments separately.

We are also providing a number

Recommendation 1

Iinsurc. when uppliliable, claims specialists ask cluimanls if they know that delaying claiming
will result in parmoncnlly higher monthly benefit amounts, and at least offer to provide claimants
1heir eslimated beuctits al their current age, at lull retirement age (I'RA} (unless the claimant is
already older than FRA), and age 70.

Response

We agree, but d changing this to state:

“Ensure when applicable, claims specialists Iifol11 cOlllulllls that delaying claiming will
result in permanently higher nmnthly benefit amounts, and Iit least offer to provide
claimants their estimated benefits al their current age, al FRA (unless the claimant is
already older then FRA, and age 70."
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As GAO nuled, our currcm policy instructs cluims SJ)lcialiéts to provide this informulion. We
will provide rcmit1ders lo tcchmcians lo remfon:c the instrnctiut, .

Recommemfation 2

Ensure claiins specialists Tmdasmnd Ihut they should avoid the use ol'brClikeveo analysi¢ 1
compare benefits ul difforcnt clniring uges.

Response
We agree. As GAO noted, our current policy is that cluims spcciaHsts "should o longer discuss

[brwkeven points | with ditimunts!” We will provide rcmindim1 tf 1u:hnicums 1 reinforce the
instructions.

Rocul1imelidatiim 3
IIJsuc clwms specmii3ls mfom1 claimams thot monthly benelit amounts are determined by llic
highes1 (inde,-:cd) 3 ycurs orcumings, rud el in some cuscs, additional work could mercaic
bougilti..
RosplldISC
We agree. but re<omm.nd chan@ng thi¢ n..c-Orumcndation lo stale:

“fiha11 applicablt!, ensure claim: inlisrs inforin elwmunis that momhly benefit

amount¢ uc dch:nnim:d by the highest (indexed) )5 ytal$ or I!'&nings, and Ihul in some
@ qes, uddiliorml work could increase: benelits.”

We ngree That i ion resurding the 16 buse-y i in th,: pimiiry illeuwlee
amount fom,ulu #® usdiJl to some indlviduab - namely, those who have gaps in 1helr eamings
history. wbo urc not retired from wurk, and/or who phm on n.:tuming ©§ work. At the smnc time,
we bl:lieve thnt Lhis i11fonnutlun could be conlitsing or misleading to ulher claimants.
Additionally, continued work does Tfi alwu)S signilicunily imrc11c the benelit in muny eases, 4o
lliis cxplanntron could te misleading for some oum1111s. Lhercfore, yc r<<ummend that UAO
motllly the ion lo call for iding this i "when i " As
appropriate, wt: will ssue: u nimindor tu technicians or include instrérctions in our Progrom und
Opi:mtionN Mrunml System (POMS) D rernthrce e instructions.

lkcomrucudation_4

Ensure claims speclulists clearly cxplui11 he: rctiromem eamings test und inform claimants thut
ity bencitity withheld hecauéc of earnings nbow thi: l:limings limit will result il hight:r monthly
benclils starting ut ¥RA.
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Response

We agree, but d changing this ion to state:

"When appropriate, ensure claims specialists clearly explain the retirement earnings test
and inform claimants that any benefits withheld because of carnings above the eamings
Timit will result in higher monthly benefits starting at FRA."

As with recommendation 3, this information is relevant only lo some claimants - in this case,
thosi: who intend 1 weyk aner claiming henclits —and may be unhelpful or confusing to others
“mercfore, we recommend that GAO modify the recommend:uion to call for providing lliis
information "when appropriut.: (or applic.thle).. We agree It whem:ver we discllss the
retirement earnings tesl, cluims specialists should clearly explain that bendit would be
increased al FIIA 0 account for the amounts withheld due to earlier cuming.. As appropriate,
we will issue a reminder to technicians or include instructions in our POMS to reinforce the
instructions.

Recommendation 5

Ensure that claims specialists explain that lump sum retroactive benefits will result in a
permanent reduction of monthly benefits. For the online claiming process, SSA should remove
the online question that asks claimants to provide a reason for not choosing retroactive benefits.

Response
We agree in part.

For the first sentence ofthe recommendation, we agree. Whenever we discuss lump sum
retroactive benefit with claimants, claims specialists should explain that it would result in a
permanent reduction in monthly benefits. We will issue a reminder to technicians or include
instructions in our POMS.

For the second sentence, we recommend a modification as follows:

“For the oniine claiming process, SSA should evaluate removing or revising the online
question that asks claimants to provide a reason for not choosing retroactive benefits."

We note that this online claims question sks the claimant to provide a reason for choosing to
start benefits ar any point other than the month o fapplication; this pertains to the choice to claim
either earlier or later than that month, including both retroactive and delayed benefits. Tbe
answer may be an indication that we should contact the claimant to discuss the selection. We
will explore the underlying rationale for this question and consider modifying the question.
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Rocommetidittion 6

Ensure Iht: claims proces® HicHides basic infonnation on huw lilc expectancy und longevity risk
may uTect e decision to cluim bt:ndits.

Response

We ugrct;, We akelldy provide hasic inlbrmation on Ihesc topics in our puhlicutions nid
webpuges, but we recognize thul then: is ongoing resCIICh in these ureas that we muy ke ublt! to
use to improve the information we provide. \/t un: loukini: at wha'l we @il do to better exphutt
Ihc effect of delaying benelits w.d to explain longevity risk - wid te: related riok ofoutliving
one's finnncial rc:sourccs in old age. Our in-house researchers aml cxtrumurlll schnh,Irs Trc

ibuting insights from md i ics, und we art cnguging the White
House Socinl anti Del1aviorul Sciences Tenm to infonn our werk. We arc ulsu drawing on
in8ights from work OF other orgruil7.ntions, including the Society of Actuaries, AJ\RI', the
National Aaxdel1ly orSocial Insurance, and others who Tic messaging on claiming decigions nnd
longevity risk. As a first step, we will use uur rescurch lindin®s from our own scholars and those
ofother organil.mions to explore improving the Well to Swl'l RecuMng Ruirciium] 8.:1wfils

publication, which could ulsT become n tool for ust: by our claims specialists in licld offices.

We also note thnt altheugh our claims specialists Tic not equipped D serve ws limmciul advisors,
nor are lhey opcTts in life cxpectancy or rdiiled concerns they do however, perform their job
extremely well, und arc wtlll-versc<i in providing objective inlomtntion to explain the luw w,d
how it applies D the cluimunt.
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