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As a former Social Security claims representative and as an attorney, I have been handling Social Security questions for more than twenty-five years. In that time I have had thousands and thousands of questions posed to me from members of the public, clients, attorneys, accountants and professionals of various kinds. Many people, including professionals, have difficulty even forming a question because they lack basic insight into the Social Security system - what it is intended to cover, and not to cover. There are so many various social programs that it is easy to get confused.

To provide a meaningful response to a question, it is important to understand the thought process of the questioner. For this reason, I have included in this book the actual questions of real people. I have constructed my answers in a way that explains not only the correct information, but also the possible misconception, if there is one. I have tried to provide a complete answer; even if that has required a lengthy response.

All too often the official pamphlets and question-and-answer formats, commonly encountered, have canned questions that are designed to provide a vehicle for giving a certain tidbit of information. This makes for very boring reading. In this book I have used real questions from real people about various areas of Social Security. Some of the questions may appear peculiar. Some of the questions may appear as if they came from a soap opera. I assure you that all the questions are real and from real people. The only editing done was for grammatical reasons.

To make the best use of this book you should first think about what type of a question it is that you have. If it deals with the process of getting the benefits or how much money you get, then you should go to Chapter 7 for Applying for Benefits and Chapter 8 for Benefit Payments. If your question relates to benefits for the covered worker, you should look at Chapter 2 for Disability or Chapter 1 for Retirement. If you are looking for information for benefits for dependents or survivors, then you would go to Chapters 3, 5, and 6. Chapter 4 deals with Medicare, while Chapters 9 and 10 deal with more general things like the Social Security tax, number, card, and identity theft.

These questions have been gathered from inquiries sent to me by e-mail from around the country. I can answer for free only a fraction of the questions I receive, however, I post the answers on my website. I choose questions that have a wide application so that many readers can benefit. If you would like to submit a question or read questions from others with my answers, or for the latest Social Security information, visit my website at:

www.socialsecuritybenefitshandbook.com


Chapter 1

RETIREMENT

The core of the Social Security system is the retirement program. This was the original intent of Social Security and encompasses today the greatest number of beneficiaries. It is the largest of the three programs of retirement, survivors, and disability. The general intent for retirement benefits was originally to provide a replacement for income lost due to age and its attendant restrictions on earning capacity. In recent years, this has been modified to become an age entitlement program, by eliminating any earnings restrictions for those of Full Retirement Age, which is being gradually increased for those born after 1937.

The increase is going in increments of two months according to a schedule by year of birth. For those born in 1938, Full Retirement Age is 65 and two months, for those born in 1939, it is age 65 and four months, and it continues to increase for those born in later years. The retirement age levels off at age 66 for those born from 1943 through 1954.

It continues to rise again at the same two-month-per-year rate for those born in 1955 and later until the Full Retirement Age ultimately becomes age 67 for those born in 1960 and later. A beneficiary may still collect a retirement benefit beginning as early as age 62, but the rate of reduction will be greater, due to the later Full Retirement Age. Previously, the full age reduction was 20% at age 62 and under the revised law, it will be 30% at age 62 for those born in 1960 and later.











The following questions and answers address concerns about:


	how and when to apply for the retirement benefits;

	how to maximize payable benefits;

	effect of earnings on those benefits; and,

	the effect of other types of income.



QMy husband will be officially retired April 1st of this year and is leaving under early retirement. He would like to work again to subsidize his income, but does not want to lower his future Social Security benefits. Another person told us that his Social Security benefit will be based on his last five years of work history. Since he is five years away from drawing his Social Security, just exactly what can he do to subsidize his income and not hurt his future benefit?

He made over $16 an hour from his employer where he worked for thirty-six years. Naturally, if you begin another job (since jobs are so few and far between), the pay would be on the order of $7 to $9 an hour.

What is he allowed to do in order not to hurt the future benefit he will receive based on his thirty-six years of employment with the company? He sure doesn't want to begin another job at a much lower pay scale and have his Social Security benefit reduced due to working for a lot less pay in the next five years.

AIt is a common misconception that Social Security benefits are based on the last five years of earnings. Actually Social Security benefits are based on earnings over a forty-year period. The lowest five years are dropped and the average earnings are taken over the remaining thirty-five years. The thirty-five years do not have to  be consecutive and a later year can be substituted for an earlier year if there are earnings after retirement. In your husband's case, if he stops working now, his benefits will not be lowered if he works even part time between now and the time he becomes 62.

In fact, if his earnings in a post-retirement year are higher than one of his earlier years of earnings, then his part-time work may actually increase his Social Security benefit. So you can tell him to go ahead and work and it will not lower his Social Security benefits at all. If anything, it may increase them.

QIf you are drawing out of your IRA, is this counted with the wages you may be earning if you continue to work a few hours when you start drawing your Social Security?

ANo. Payments received from your retirement plans, whether IRAs, Keogh's or other company pension plans, will have no effect on your Social Security retirement benefits.

QMy husband will reach full retirement age in October. He is now collecting a retirement from the U.S. Air Force reserves. He works at the post office, but would like to work and collect his Social Security at the same time. How will the air force retirement affect the amount that he receives from Social Security? Also, our children are 13 and 16—will they be able to collect?

AYour husband will be eligible for his Social Security regardless of other pensions he may receive. He can work, but if his earnings exceed the annual exempt amount for the year, then he will lose $1 in Social Security benefits for every $3 over the annual exempt amount. This exempt amount varies depending on your age. For those who attain full retirement age in 2007, the annual exempt amount is $34,440. Furthermore, the only earnings that count are months before he attains full retirement age.


For Example:

If his annual earnings for January through September are less than $34,440, he will be able to receive his full Social Security benefits.

The children will also be entitled to receive benefits until they turn 18. Furthermore, as the mother of a child under 16, you will also be able to collect as a young wife. Your entitlement to young wife's benefits will end when your youngest child turns 16.



QHow much money can you earn while drawing Social Security after full retirement age?

AYou can earn as much as you care to after reaching full retirement age. Full Retirement Age earnings will not affect benefit payments. For the year you attain Full Retirement Age, you lose $1 in benefits for every $3 over the exempt amount of wages earned  before attaining Full Retirement Age. For the year 2007, the annual exempt amount is $34,440. If you earn $34,440 or less in the year you reach full retirement age, your benefits for the entire year will be unaffected. For years after the year you have reached full retirement age, there is no limit whatsoever.

QIn February, I applied for retirement benefits because I wanted to retire from my present job on May 1st. I will be 64 in June. I was told that I had to apply at least three months in advance to start receiving benefits in May. Much to my surprise, I started receiving my check in February and now one in March. Will I be penalized for these benefits even though I specifically stated that I was not retiring until May 1st and am still working? I am very puzzled by these checks.

AYou are receiving your benefits even before you retire because your annual earnings for the four months you are working in 2007 must be less than the annual exempt amount. $12,960 is the annual exempt amount because you are under Full Retirement Age. For the year 2007, as long as your annual earnings for the year are less than this amount, you can receive benefits for all months in the year during which you are over 62.

QI received a Social Security statement, which gave me a benefit I would receive if I was to retire at age 62. I would like to know how much of a benefit I could receive at age 55. Thank you.

AThere is no retirement benefit payable until you are at least 62 years old throughout the month. You may be eligible for a disability benefit if you are totally disabled and your survivors may be entitled to benefits in the event of your death. But there is no retirement benefit payable to you at 55.

QDoes gender make any difference in the amount of Social Security benefits paid or is it entirely based on earnings?

Is there a penalty if both husband and wife are drawing Social Security because they are married or do single persons get a better benefit?

AThere are no longer any sex distinctions in Social Security law, although at one time there were. The amount of retirement benefits is based exclusively on the amount of earnings and the age of the worker.

There is no penalty for a husband and wife who are both drawing Social Security because they are married. In fact, a wife (or a husband) may collect a benefit on the spouse's account if her (or his) benefit on her or his work record is lower. If both spouses have earnings on their own accounts, both will receive benefits based on their own earnings. But if one spouse's benefit is less than half of the other's, additional spouse's benefits are payable to bring the spouse up to one half of the higher spouse's benefit amount.

QHow much money can you earn in one year working part time and receive Social Security at age 62?

AIt does not matter whether you work part time or full time. If you are under Full Retirement Age, then for the year 2007 you can earn up to $12,960 without any effect on your Social Security benefits. If you earn over this amount, you will lose $1 of Social Security benefits for every $2 over this annual limit. Beginning with the year you reach full retirement age you will be able to earn much more (for the year 2007 the limit is $34,440 per year) and if your earnings exceed that amount, you will lose $1 for every $3 over that limit.

QAt what age can you begin receiving Social Security? Is it still at age 62? I realize the amount won't be as much as it would be if you waited till you were 65 or 66 to start receiving benefits, but I need to know if I can still get it at age 62. Thank you.

AYou can still get it beginning with the first month in which you are age 62 throughout the month. For most people this means the first month of entitlement will be the month after their 62nd birthday. However, if you were born on the first or second day of the month, you will be considered age 62 throughout that month.

Since 2000, the Full Retirement Age has been increased. For those born in 1937 or earlier, 65 is the Full Retirement Age. If you begin your benefits at age 62, they will be reduced by 20%. Beginning with those born in 1938, the Full Retirement Age is increasing in two-month increments for each year up. So, for a person born in 1938,  the Full Retirement Age is 65 and two months. For someone born in 1940, it is age 65 and six months. You can still receive the benefit at age 62, but the reduction will be greater because you are that many more months below Full Retirement Age.

For persons born from 1943 to 1954, Full Retirement Age is age 66, and the full reduction at age 62 will be 25%. For people born in 1955 and later, the Full Retirement Age will continue to increase in two-month increments each year until it reaches age 67 for those born in 1960 and later. The full age reduction at 62 for those persons will be 30% off the full retirement benefit.

QWhen I turn 65, can I apply for and receive my Social Security benefits and continue to work full time?

AYour earnings in the year you reach Full Retirement Age will affect your Social Security benefits, but only if those earnings for the months before you reach Full Retirement Age exceed the annual exempt amount. That figure for 2007 is $34,440. If earnings for those months exceed that sum, then you will lose $1 in benefits for every $3 over that limit. After the year you reach Full Retirement Age, your earnings will have no effect on your Social Security benefits. You may continue to work and earn as much as you like and still collect your full benefits without penalty.

QI am a 53-year-old resident of the state of Minnesota. What is the earliest possible date I can start collecting Social Security, even with the penalty?

AYou can collect Social Security retirement beginning with the first month you are age 62 throughout the month.

[image: image] NOTE: Unless you were born on the first or second day of the month, your first month of entitlement will be the month after your 62nd birthday.

For Social Security purposes, you attain your age the day before your birthday, so even if you were born on the second day of a month, you are considered to be age 62 as of the day before, and therefore age 62 throughout that month.

If you should become totally disabled before that, you may collect a Social Security disability benefit after five full months of disability. However, the disability benefit is payable only if you are totally disabled and your disability is expected to last for at least one year.

QMy husband is 66. He is presently working full time and this year had income of $100,000. Most likely his income will be similar next year. He plans to retire in three or four years. My question is: can he collect Social Security at this time while he is presently working and continue to earn income at this level?

AYes, because your husband is over full retirement age. His earnings have no effect on his benefit amount. So even though he is earning a substantial sum of money, he can still receive his full Social Security benefits without reduction.

You also may receive benefits as his wife, if you are at least age 62, although if you have earnings, they may affect the payment of your benefits. But in any event, he should apply for benefits immediately because there are limits to the retroactivity of an application. For persons of full retirement age, the application can be no more than six months retroactive.

QI will reach full retirement age on October 7. When should I apply for Social Security? I live in Greece.

AYou should apply immediately because you may be eligible for benefits even though you are not yet of full retirement age. If your total earnings for 2007 for months before you turn full retirement age are less than $34,440, you may receive benefits for every month this year. However, you may not be able to receive benefits for months before your month of application. I would suggest that you file a protective filing statement immediately. You may file your application or a protective filing statement at any U.S. Foreign Service Post in Greece.

QI am going to retire soon and I want to know how much I can earn a year in addition to my Social Security checks.

AIt depends on how old you are. If you are over Full Retirement Age, then your earnings will have no effect on your benefits and you can earn as much as you like. For the year you attain Full Retirement Age, only the earnings in the months prior to the month of Full Retirement Age will count. For 2007, your exempt amount is $34,440. If the earnings for those months are less, then you will be entitled to full Social Security benefits for all months. If the earnings are over that amount, you will lose $1 in Social Security benefits for every $3 over that limit. If you will not reach Full Retirement Age this year, then the lower annual exempt amount figure applies.

For 2007, it is $12,960 per year, and you will lose $1 in benefits for every $2 in earnings above the limit (not $3 like it is for those of Full Retirement Age).

QI have filed for Social Security, which will begin in June. I will continue working and I need to know how much I can earn and how it is figured for the self-employed person. I make gross earnings of between $20,000 and $30,000, but not nearly as much after my expenses. Can you tell me how to figure what I can earn other than by using my tax returns? Will claiming my business expenses this year make it better or worse?

ASocial Security rules for earnings differ depending on whether you reach Full Retirement Age this year or not. If you do reach Full Retirement Age this year (2007), then you are allowed to earn up to $34,440 and it will have no effect at all on your Social Security benefits. If you do not reach Full Retirement Age, then you are allowed to earn only $12,960 per year before it will affect your  benefits. If you earn over this annual exempt amount, then you will lose $1 for every $2 over the limit if you do not reach Full Retirement Age this year. If you are of Full Retirement Age, then you lose $1 for every $3 over the $34,440 limit.

[image: image] NOTE: Only the earnings for months before you reach Full Retirement Age are counted.

Full Retirement Age used to be age 65. For those born after 1937, Full Retirement Age is gradually increasing in increments. For those born between 1938 and 1942, each year the age goes up in two month increments to 65 and two months, 65 and four months, etc. For those born from 1943 to 1954, it is age 66. It starts rising again for those born later, and eventually gets up to age 67. In your case, because you say that you will be beginning your Social Security benefits in June, I am assuming that you will be age 62 at that time. Your annual earnings for the year are the earnings that are used to calculate the deductions from your benefits—both your earnings before and after retirement.

Because you are self-employed, there are some special considerations you must take into account. First of all, Social Security generally will not take your word for it regarding the amount of your earnings, because you are in a position to control what is reported. They will want a complete explanation of why your earnings are less than they previously were. They will want to know if you have given up business, or if you hired new people to take over your duties. They will want to know specifically what you do, both before and after your retirement. It is very important to prepare carefully for that first interview.

You should be deducting your expenses from your gross income in order to calculate your net. Income taxes are payable only on net income. Social Security will use your tax returns as a starting point for determining your net earnings from self-employment, but they are not bound by the figures you report. If the figures do not make sense in light of the circumstances of your business, then they can determine that your earnings are too high to permit payment of any benefits.

I would suggest that you get your financial papers in order, including your tax returns with the proper deductions, and that you get prepared to verify every statement you make to Social Security regarding your customers, hours, duties, income, and expenses. Social Security in some cases actually will send someone to your business to verify any statements that you make.


For Example:

If you say that you will not be working three days a week, they will want to know what days you are not working and they will send someone there to look for themselves to see if they find you there. If they find any reason to doubt any of your statements, they can assume that your whole claim is false and not pay you anything, so it is important to be prepared for verification.



QI am 63 and plan on retiring as of August first of this year (2007). As of August, I will have earned approximately $50,000 for this year. Will I be eligible for any benefits?

AYou will be eligible for benefits beginning with August if your monthly earnings for August and each month thereafter are less than $1,080 per month. These are called non-service months and under the Social Security law, you are entitled to one year (called a grace year), in which you may use non-service months. Under the non-service month provision, you may receive a monthly benefit for each such month despite your annual earnings for that year. In your case, you will be over age 62 during this year and accordingly you will be able to receive Social Security retirement benefits.

It is important, however, that you go to your Social Security office before August, as your application for retirement benefits will have a limited retroactive effect because your benefits will be reduced for age. Accordingly, if you wait until September or October to file, you may lose several months' benefits.

Warning

The general rule of thumb would apply in your case: apply at least three months prior to your expected retirement date.

I would caution you, however, that since your retirement date is August 1, certain payments you receive in connection with your retirement may be counted as wages for the earnings test as of August, and therefore disqualify you for a monthly payment for August.

If you will be expecting to receive any lump sum payments at the time you retire, you may want to consider making your retirement date effective July 31 so as to avoid any question about entitlement for the month of August. If you cannot change the retirement date, then you want to look carefully at any payments you may be  receiving at the time of your retirement. Some payments that are reported and are taxable as Social Security wages do not count for the earnings test used for the purposes of determining Social Security benefits. Such types of payments include certain lump sum retirement benefits, accumulated sick leave under a sick pay plan, deferred payment for work previously performed, and so forth.

QI will be 63 in August. How can I find out what my benefit would be if I sign up for Social Security on my next birthday? Thank you.

AIt is not wise to wait until your birthday to apply for Social Security, especially when you are already over age 62. That is because the application for Social Security benefits, if you are under Full Retirement Age, is not effective for retroactive benefits. If your Social Security earnings for the year 2007 are $12,960 or less, then your earnings will have no effect at all on your Social Security benefits and you could be eligible for monthly benefits beginning with January. However, if you do not apply for these benefits until August, you will lose seven months' worth of benefits because your application would have no retroactivity. Even if you earn over $12,960, you lose only $1 Social Security benefits for every $2 of excess wages.


For Example:

If you earned $21,680 for the year, then your earnings would be $8,720 over the limit. This would require the withholding of $4,360 of Social Security benefits. If your monthly benefit is $874 then you would be potentially  eligible for $6,118 in benefits for the months of January through July, but only $4,360 would have to be withheld based on your earnings. This would leave benefits payable to you for that period of $1,758.



In order to take advantage of that, however, your effective filing date would have to be January so as to maximize the number of months for which benefits could be paid. If you do not apply until August, you will lose all that money. Accordingly, the best thing to do when you are over 62 as of any January, is to file a protective filing statement with your local Social Security office.

This protective filing statement will secure your filing date. At the same time, you can request a benefit estimate. If it turns out that your earnings for the year will be less than the limit, or even over the limit that is allowed for the payment of benefits, then you will be protected. In order to make this work to your maximum advantage, you must have a January month of entitlement. When you file a protective filing statement, you do not have to file an application, but the statement will protect your filing date in case you file an application later.

In your case, I would suggest you immediately call your Social Security office to ask them to protect your filing date, and at the same time request a benefit estimate. Do not delay until your birthday. Do this now. Even if you cannot maximize your benefits for the year because you may have missed January filing, you may still be able to pick up some benefits if you act quickly.

QI am 67 years old. I took $51,000 out of my IRA to pay for my condo. I have not worked since June of 2005. How come an article that was in the paper says I don't have to pay tax on any of my Social Security because of a law passed in 2000 that if you are between the age of 65 and 67, it is the same as if you are 70, and you can make as much as you want and not have your Social Security taxed? Who is right? Last year I had to pay taxes on $5,000-plus of my Social Security. What is the real law? I would love a comment from you. Thanks.

AYou are mixing apples and oranges. The provision that you are referring to has to do with work deductions from Social Security benefits, not the taxation of Social Security benefits. Here's the way it works. The so-called retirement test is a provision that requires a Social Security beneficiary to lose benefits if earnings for the year exceed a certain annual limit.

The earnings for the year depend on your age. The amount of benefits you lose for excess earnings also depends on your age. At one time it was very simple. You would lose $1 in benefits for every $2 over the annual exempt amount. Over the years it has become much more complicated. Different annually exempt amounts were set for persons who were 65 and older and people who were under 65. Then the law provided that persons over 72 (reduced to age 70, and now changed to full retirement age) can earn as much as they like and have no loss of Social Security benefits. That is the law that was passed in the year 2000—the change to full retirement age for the exemption from the earnings test.

Under the law as it stands now, if you are over Full Retirement Age, then your earnings will have no effect on your Social Security benefits. However, if you receive income that is otherwise taxable, then you may have to pay tax on that income even if it is not considered  wages for Social Security purposes. Additionally, if your total income, including otherwise non-taxable income such as Social Security benefits (but only a portion—50% to 85%) and municipal bond dividends, exceeds certain limits, you may have to pay taxes on your Social Security benefits.

In your case, because you are 67 years old, your annual earnings will have no effect on your entitlement to Social Security benefits. There will be no deductions from those monthly benefits no matter how much you earn per year.


For Example:

If your total income for an individual is between $25,000 and $34,000, then 50% of your Social Security benefits are taxable. If your income is over $34,000, up to 85% of your benefits are subject to taxation.



[image: image] NOTE: This is income taxation payable to the Internal Revenue Service and not a deduction from your Social Security benefits.

The IRA distribution that you took should have no effect on your Social Security benefits and indeed should not even be subject to the Social Security tax on wages. However, it is income to you for IRS purposes. This may result in a portion of your Social Security benefits being taxed by the IRS as well.

QI will be 62 in September and plan to take an early retirement at that time. If I continue to work parttime, I realize I am allowed to make $12,960 in 2007 without being penalized. If I go over, how and when will money be taken away? Do they withhold checks at the beginning of the year or after I hit my quota? Thank you for any help.

AYour first month of entitlement will be October unless you were born on September 1st or September 2nd. There is a requirement now that you must be 62 “throughout the month” in order to qualify for a retirement benefit. Your earnings for the entire year will be considered. The excess over the exempt amount will offset your Social Security benefits payable, at the rate of a loss of $1 in Social Security benefits for every $2 of wages over the limit.


For Example:

If you earn $2,000 over the limit, you will lose $1,000 in Social Security benefits. However, you may be eligible for a grace year. This is one year during which you may receive benefits in months where your earnings are less than $1,080 (for the year 2007—this will increase in future years). If your earnings for October, November, and December are less than this limit, then you will be able to receive your Social Security benefits despite your annual earnings. If you have earnings over that limit, then those months will be subject to withholding.



The withholding of benefits usually begins with the first month for which benefits are payable. The whole month will be withheld. Each following month's benefits will be withheld until the amount needed is satisfied. There is a possibility in very limited circumstances for the withholding to be prorated over the year's benefits rather than withheld all at once in the beginning. In your case, your earnings for the year before you turn 62 will also be included in calculating how much of your benefits must be withheld.

QI returned to work part time after a number of years raising my kids. My last position was a substitute teacher. I was diagnosed with breast cancer and went through chemo, a mastectomy, more chemo, then radiation. I also have five children at home and was not able to continue to work. My question is: do I have the right to collect Social Security even though I was a part-time worker?

AAs long as you have at least 40 quarters of covered employment, you will be eligible for a Social Security retirement benefit at age 62. If you are totally disabled, you may also be eligible for a disability benefit, but your work history must be such that you have 20 quarters of coverage within the 40 calendar quarters immediately preceding the onset of your disability. It does not matter that you may have been a part-time worker, although the amount of your benefit will be affected by the amount of your earnings. As long as you have the required number of quarters, you will be eligible for at least some benefit.

QI am 63 years old, and I am thinking of retirement, but I am concerned. If I wanted to retire September 1, 2007, and I am currently working earning $3,000 per month, would this count against my earnings for the year 2007?

AYes. Your entire year's earnings count for the earnings test requirement. However, if you do retire as of September 1 and your earnings for that month are less than $1,080, then you may receive a Social Security benefit for each month in which your earnings are less than that limit. You may only do this in one year (called the grace year).

QIf a person was born in March 1945, when do they receive their first Social Security benefit? When should a person born in 1945 start applying for Social Security?

AThe first month of entitlement for a Social Security retirement benefit would be the first month you are age 62 throughout the month. If your birthday in March is not on the first or second day of the month, then you will not be entitled until April of the year you turn 62—in your case, 2007. You should go to the Social Security office three months before you turn 62 to file your application.

QWe were told that if you were over 70, your earnings will not be reduced by the Social Security benefits you receive. In other words, the Social Security received is not taxable and not added to the gross income.

AYou are under several misconceptions. The law used to be that earnings after age 70 would not reduce Social Security benefits. It is now Full Retirement Age, which is increasing for those born after 1937. For those under Full Retirement Age, earnings affect the Social Security benefits, not the other way around. A beneficiary loses $1 of Social Security benefits for a portion of earnings in excess of the annual limit. The Social Security benefits, however, still may be subject to income tax if the gross income of the individual is over the applicable amount ($25,000 for an individual, $32,000 for a couple).

QI will be turning 65 this year and I have two minor children, ages 12 and 16. Will my Social Security payments be increased because of having two minor children?

AYes. You will receive benefits on behalf of your children because they are minors. The amount of each child's benefit will be 50% of your own primary insurance amount. Each child's benefit will be subject to a family maximum that will limit the total benefits payable on your account to approximately 150% to 175% of your primary insurance amount, depending on the amount of the benefits. The benefits you receive on behalf of the children are not payments for you, but must be used for the benefit of the children. If they are living with you, of course, you may apply these funds to the household expenditures.

QMy father-in-law worked for a few years; he stopped working in the 1980s. He is now 60 years old. Is he still entitled to Social Security for the years he worked?

AProbably not. He must have earned at least 40 quarters of coverage to qualify for his Social Security benefit. This would be ten years, although it does not have to be consecutive. It goes by calendar quarters. If he has 40 quarters, even though they may be spread out, he will be eligible. However, he would not be eligible until he turns 62.

QWhen do I stop paying income tax on my Social Security? Is there a maximum age limit when I can earn as much as I want without paying income tax on my Social Security? Thanks.

AThere is no age limit when you stop being liable for taxes on your benefits. The taxes are payable only if your income exceeds the applicable minimums, which vary depending on filing status and amount of income. You may be thinking of the earnings limits for retirement benefits. After you reach Full Retirement Age— previously age 65, but now increasing in two-months increments, your earnings will not cause your Social Security benefits to be reduced. You are always liable for taxes on Social Security income if over the applicable limits. You must pay Social Security tax and income tax on the wages.


Chapter 2

DISABILITY

This Social Security program is designed to replace income lost to a wage earner by reason of total disability. These benefits are not intended for temporary periods of disability. To qualify, the worker must be totally disabled from engaging in any employment even if it is not the worker's customary employment, and the disability must be expected to last for at least one year or to end in death. The age, education, and work experience of the worker is taken into account to determine if he or she could obtain work in a field other than his or her usual one.

The following questions discuss the details of this program, including the issues of the waiting period and unsuccessful work attempts, the definition of disability, and the interplay with other benefits.











QWhere can I get information about disability benefits? I am already receiving Social Security. I am 66. I have a very debilitating medical condition. Thank you.

AYou cannot collect disability benefits because the amount of the disability benefit is the same as if you are full retirement age. In other words, the disability benefit is equal to the full-unreduced retirement benefit as if you had reached full retirement age in the year you became disabled. So even though you may be disabled, there is no additional benefit payable to you. If, however, your disability began earlier than the year you reached full retirement age, you may have some advantage in your benefit amount because of the way Social Security benefits are calculated.

You did not say when you became disabled, but if it was more than a few years ago, you may be able to derive some benefit. Additionally, Social Security disability benefits are not reduced for age, although there is a full five-month waiting period before the benefits become payable. An application for disability benefits can be retroactive for benefit payments for up to twelve months. However, if you were disabled even before that, the benefit payment can be recalculated based on the year of the onset of the disability, even if that is beyond the twelve-month retroactive period.

So my advice to you is to determine first of all when you became disabled. If it was before the year you reached full retirement age, then you may derive some benefit from filing for disability now. If it was in the year you attained full retirement age or later, then there would be no major advantage, unless the onset of the disability was more than six months before the month you reached full retirement age. If you receive retirement benefits before you reached full retirement age, they are reduced actuarially, depending on how young you are when  you first begin the retirement benefits. There is no actuarial reduction for the disability benefits, so you can receive an unreduced benefit if it is based on disability for months before full retirement age.

QI retired at 49 with thirty years of service. I have been told that if I don't get a job within five years of my 62nd birthday, and something happens to me health-wise and I needed disability benefits, I wouldn't be entitled to them as I didn't work five years before I turned 62. Is this true?

AThe five-year requirement applies to the time you become disabled; not necessarily the time you turn 62. In order to be eligible for Social Security disability benefits, there is a recent work requirement.

In addition to having the required number of quarters that may be earned anytime throughout your work life, you must additionally have worked during twenty calendar quarters within the forty calendar quarters that immediately proceeded the onset of your disability. This is the so-called 20/40 Rule. It may also be expressed as the 5 Year Rule because twenty quarters comes to five years. The “five year” name is somewhat misleading because the years do not need to be consecutive. It goes by the quarters, which can be spread out, but it must be twenty quarters within the 40-quarter period prior to the onset of your disability.

Another way to look at that is that you will be covered for Social Security benefits for five years after you last work steadily. In your case, because you worked steadily up to age 49, you are covered for Social Security disability purposes until age 54. If you become disabled after that, you may not be eligible for Social Security  disability. If, however, you work, even on a part-time basis and have covered employment for the continuing quarters, then your eligibility for disability benefits will continue. To get a Social Security credit for a quarter, you must earn $870 for each quarter.

QMy question is why is it so hard to get your benefits for disability? I have been off work for over a year and I am still not sure how to get an answer. I was denied once, but I asked for a review and I never got an answer. I called and they said they never received the papers.

What is a disability? I cannot do my normal job. I may never be able to do labor work. If you can explain to me what I can do, I will be grateful. Thank you.

AThe requirement for disability under Social Security is very strict. You must be totally and permanently disabled from performing any substantial gainful activity. This means that even if you cannot do your regular job, you are not considered disabled if you can do some other work. When Social Security evaluates your ability to do other work, they will look first at your physical abilities to determine what type of tasks you can perform. Then they will look at your age, your education, and your work experience to determine whether or not you have any skills that you can transfer into a new line of work considering what your remaining physical abilities are.

Because they are so strict, most claims for disability benefits are denied on the first application. However, it is very important for you to continue on the appeals process, as many times these denials are reversed.

The first level of review after the initial denial is reconsideration and that is basically a paperwork review. You have sixty days from the date of the denial in which to request reconsideration. In your case, Social Security says they never received the papers, so I would suggest that you go down to the office and ask to file a late request for reconsideration. They may accept a late request if good cause is shown for the delay. If they do not, then you should refile your disability application and request reconsideration if it is denied again.

After the reconsideration, you are entitled to a hearing before an administrative law judge. That is your best chance of reversing the denial because you will be able to appear in person to present evidence and to have an attorney appear with you.

Warning

It is very important that you do obtain an attorney to represent you, especially at this hearing level.

Most attorneys who handle Social Security claims will accept your case on a contingency basis. This means that you will not have to pay any attorney's fee unless you win. If you do win, Social Security will withhold 25% of your past-due benefits pending approval of an attorney's fee. Social Security Administration must approve the fee arrangement.

To obtain an attorney qualified to handle a Social Security claim I would suggest you contact the National Organization of Social Security Claimants' Representatives. The number is 800-431-2804. This organization should be able to steer you in the right direction to obtain a competent attorney. Good luck.

QI started receiving disability checks when I was 57. I am now 60. When I turn 62, do I have to do anything to continue getting my disability check or do I just get a regular check after 62 and not disability? Will the amount of my check change at 62 or 65? Thanks for your time.

AYou do not have to do anything. The Social Security disability check will continue until you attain full retirement age. At that time, it will be converted automatically into an unreduced retirement benefit. The amount of the check will stay the same.

QI have self-paid disability insurance that I am now collecting at age 58. They will pay me until I am 65. I need to apply for Social Security disability now, but I am concerned that Social Security will not pay if I am collecting from a private insurance company and pay no taxes on this money. Will Social Security pay disability if I am approved without a penalty due to the other insurance?

AAbsolutely yes. Any other income, pensions or benefits that you receive, except for workers' compensation, will have no effect on Social Security disability benefits. It is only the workers' compensation benefits that are offset from the Social Security disability. Your private disability insurance will have no effect whatsoever.

QI do want to change my direct deposit to a different bank. Do I need a form for this change? Please advise if I should go to a Social Security office for this change. Thank you.

AThe easiest way is to go to the new bank and tell them that you want the benefits changed. They have all the forms and will be glad to do whatever paper work is necessary to have your money deposited into their bank. Alternatively, you may go to the Social Security office to request the appropriate forms, but I recommend dealing with the bank.

QMy husband is having surgery to replace joints in his feet due to arthritis. He is only 46 and does not collect any benefits, but he will be out of work for some time. Is there any way for him to collect from Social Security while he is off temporarily?

ASocial Security disability is designed for permanent and total disability cases. This means that the condition must be expected to last for at least one year. If his condition is expected to improve within twelve months, then he will not be eligible for Social Security disability.

QHow much are you allowed to make when you receive Social Security disability each month? I receive another disability payment from where I work and in May I will receive 60% of my wages. My Social Security starts in June. What is the  limit on the amount you are allowed to receive besides Social Security payments? Also, what can you tell me about medical assistance? I don't have any. Thank you.

AThe only unearned income that affects your Social Security disability is workers' compensation benefits. The payments you receive from a long-term disability plan or a company disability plan will have no effect on your Social Security disability benefits. You will be entitled to Medicare coverage after twenty-four months of entitlement to Social Security disability benefits.

QI am on disability and would like to know how much money I can make a month without jeopardizing my Social Security check.

AFor the year 2007, you can earn on average no more than $900 per month ($1,500 if you are blind). If your earnings over a period of time average less than this sum, your earnings will not be considered to be substantial gainful activity. Such earnings will have no effect on your continued entitlement to Social Security benefits.

[image: image] NOTE: This amount will increase in future years. The amounts of the increases are not yet determined, but they are published each year by Social Security. You may visit my website at www.socialsecuritybenefitshandbook.com for the most recent information.

QMy brother has been collecting Social Security disability for the last three years. He and his wife are finally getting a divorce and he is trying to get $400 a month from her. Will that affect the amount he receives from Social Security disability?

ANo. Unearned income (other than workers' compensation benefits) has no effect on Social Security disability benefits.

QI sure hope that you can help me. I am writing on behalf of my very ill mother. Almost three years ago she was diagnosed with fibromyalgia and a degenerative joint disease. She also had a heart attack around that time. She has not been able to work for the past three years due to the severe pain of the fibromyalgia and degenerative joint disease. She has applied for disability benefits only to be turned down again and again. In November she was diagnosed with breast cancer. She, of course, had surgery and they found that eight of twelve lymph nodes were also cancerous. She reapplied for her disability benefits and yet again has been denied. I don't understand this.

She goes for chemotherapy twice a month and has to do this for the next six months. At her first chemotherapy treatment, the oncologist also diagnosed her with diabetes. After they are finished with that, she has to go through more months of radiation every day. The panel states that they still think that she is able to work. I have seen my mother in severe pain on a daily basis. Some days it is all she can do to get herself out of bed.

This panel of doctors has never seen my mother and the pain that she is in. She is ready to just give up. She lives on absolutely no income. She relies on family members to make sure that she gets her utilities and such paid. We had contacted a lawyer in the past and he told her that if she didn't have knee surgery she would never get it. Well who is supposed to pay for that? This is, of course, before the cancer and diabetes diagnosis. Please, please any information that would help would be greatly appreciated. We are so very desperate at this point.

ASadly, Social Security is very strict on making determinations of disability. It is very important for you to retain an attorney who has experience with Social Security disability claims. Do not give up. Frequently, cases are won at a hearing where your mother is entitled to appear in person and witnesses may testify on her behalf. She is entitled to be represented by an attorney at that point.

I would suggest that you contact the National Organization of Social Security Claimant's Representatives, which is a lawyers association of attorneys who specialize in Social Security. They have a toll-free number during Eastern timezone business hours. You may reach them at 800-431-2804 and they will refer you to an experienced Social Security attorney in your area. Best wishes for your mom.

QMy sister suffered a stroke in October. She is paralyzed on her right side and is unable to speak. She is 57 years old and married. Can she draw Social Security benefits due to her disability?

AShe can only get disability benefits if she has the sufficient amount of work on her own account. In addition to being fully insured (having forty quarters of coverage), she also must have worked in at least twenty calendar quarters out of the last forty calendar quarters before the onset of her disability. If she does not meet this work requirement, then she cannot collect any Social Security benefits unless she is a widow. In that event, she could collect disabled widows' benefits because she is over 50 years old. Otherwise, she will have to wait until she is 62 to collect as a wife on her husband's account.

QI was injured and am not able to return to full-time employment. Is there any full or partial disability available under these circumstances?

ASocial Security does not provide for any partial disability, but it does provide disability benefits for workers who are totally and permanently disabled. Totally disabled means unable to perform any kind of work activity, considering your age, education, and work experience. You may be disqualified for disability benefits even if you can't perform your regular job, if there is other work that you could perform.

Additionally, the disability must be considered to be permanent. This means that it must be expected to last for at least twelve months or to result in death. On top of that, there is a waiting period before any disability benefits are payable. No benefits are payable during the first five full months of disability, even if you are otherwise entitled. In your case, September would not count as a  month because it is not a full month of disability. I would recommend that you contact your local Social Security office to file a disability application if you feel you meet these requirements.

QCan a Social Security Disability (SSD) recipient become a board member of a not-for-profit organization without losing benefits? No salary would be received for this position and it is a way of doing something worth living for instead of doing nothing at all. Please advise. Thank you.

AYes, you can. SSD (Social Security Disability) is payable so long as you are unable to perform substantial gainful activity. Under the rules, earnings less than $900 per month ($1,500 if you are blind) are not considered substantial, and therefore have no effect on your disability entitlement. However, if your activity is worth more than this amount per month, even though you are not being paid, Social Security could determine that you are not disabled because you are capable of working. You do not have to report to them how you spend your time if you are not being paid. This would only come up if Social Security were to review your continuing eligibility.

QMy father collects Social Security. He was just declared legally blind. Do his benefits increase? Thanks.

ASorry to hear about your dad. If he is under full retirement age, he can apply for disability benefits on the basis of the blindness. His benefits will be recalculated and paid on an unreduced basis. If he is over full retirement age, the benefits would be no higher. Disability benefits are available only under full retirement age.

QI need to apply for Social Security Disability benefits. Can you tell me what I need to do, and whether I can do it via phone or on the Internet?

AYou can now apply for disability benefits online, by going to www.ssa.gov. Some district offices may make arrangements for telephone interviews. Gather together and have available the names and addresses of all your treating doctors. You should also include the names and addresses of all hospitals and facilities where tests were done. You should be prepared with the dates you last worked; when you were hospitalized; when tests were done; and, when you saw each doctor.

They will ask you about your past work experience, education, and your current physical activities. They want very detailed answers to get a picture of your functional capacity, the physical requirements of your occupation, and your ability to transfer job skills to other occupations if you can no longer do your regular job. You should have your last year's W-2 and birth certificate. If you receive workers' compensation, you will have to provide them with that information as well.

QMy husband has been diagnosed with Alzheimer's. Is this considered a disability? He is 69 years old. If it is a disability, can he receive additional income?

ASorry to hear about your husband's health problems. Unfortunately, disability benefits are not paid beyond age 65, even if the person is disabled.

QMy doctor has made me quit work and told me to apply for my disability benefits. I have a small 401(k) plan and I need to know if that would interfere with being able to qualify. I have been told that it would. My husband also has a small 401(k) plan.

AYour assets such as savings and 401(k)s have no effect on your entitlement to Social Security benefits (SSI is different) because this is a social insurance program based on your contributions (payroll taxes) to the system. If you meet the insured status requirements for disability, and are totally disabled, you may be eligible. You should definitely follow your doctor's orders and apply.

If you are turned down on the first application, do not give up, because you have the right to a reconsideration and then a hearing. Frequently, claims that are denied at the first application and reconsideration are approved after a hearing where you attend before a judge in person with an attorney. Attorneys who take Social Security cases generally accept contingency fees, which means you pay them only if you win.

There are asset limitations for SSI (Supplemental Security Income) payments, which are a federally funded welfare program for the disabled, blind, and elderly. This program is also administered by the Social Security Administration. Many people get confused because regular Social Security disability benefits are referred to as SSDI (Social Security Disability Insurance).

QMy husband has not been able to work for quite some time, due to a rare, chronic disease. He is 42 years old. In August 1999, he began the long process of applying for disability benefits. On December 18, he received a letter from Social Security denying him benefits. He is now in the process of filing a reconsideration. Today he got a phone call from his place of work stating if he does not come back to work by February, he will be terminated. They do not have to hold his job for him any longer than twelve months. Since he is very sick, but has a family to support, he will be FORCED back to work. Will the reconsideration continue even if he is forced back to work? I would appreciate any help you can give me.

AYes. Keep going. Many cases are won at later appeal stages. The return to work may prove unsuccessful. It may be disregarded by Social Security if it lasts no more than three months, sometimes longer in certain situations. He may also be entitled to nine months of a trial work period.

QI am collecting Social Security disability because of multiple sclerosis. I've been offered a part-time job, but need to know how much money I can make without losing my Social Security disability.

AEarnings as an employee averaging over $900 a month ($1,500 if you are blind) will ordinarily demonstrate that an individual is engaged in substantial gainful activity, and that benefits should stop. If you earn under this average monthly amount, your earnings will not affect your continuing entitlement.

QMy friend filed a disability claim about three months ago. He has not received an answer as to whether he was approved or denied. Is there a certain amount of time that Social Security has to give an answer?

AIt usually takes at least three months. Disability claims are often denied the first time, but then are won on appeal. Get a lawyer if you are denied the first time.

[image: image] NOTE: Even if you are denied, request a reconsideration and then a hearing if necessary.

QMy wife and I have a question with which you may be able to help. My wife has had two individual mastectomies four years apart. After the last procedure, she has been in constant pain and is seeing a psychologist on a regular basis to help her deal with the emotional and physical pain. She was granted Social Security disability benefits in October 1998, retroactive to April. We used the services of an attorney that specializes in this area. She was informed at that time that her case would be reviewed in the future. She is in constant pain due to lymphodema and cannot drive for more than thirty minutes at a time nor lift anything more than five lbs. She is 57 years old, a registered nurse, and wondering if her review will continue her benefits.

I guess my questions to you are the following: Should we employ an attorney for the review if it is denied and what do you think her chances are for continuation of benefits? Does she have a right of appeal if denied? Do her benefits continue while the appeal process is being reviewed? Any suggestions you may have would be very much appreciated.

AYour wife's benefits will not likely be cut off unless she has regained a capacity to work in substantial gainful employment. From the way you have described her physical capacity, it does not appear she can work. I would never tell you not to retain an attorney, but I will tell you to make sure the one you retain has significant expertise in this area of law.

If the decision is made to stop her benefits, you have the right to a reconsideration, and a hearing before an administrative law judge, as well as further appeals to the Appeals Council, and then review by  a federal court. If you are cutoff, you may request that benefits continue pending the outcome of the appeal, but this continuation only goes through the hearing level.

Warning

You must request the continuation of benefits within ten days after the termination notice!

If you ultimately lose on appeal, you may have to repay the money, but may also be eligible for a waiver of the overpayment.

QI am receiving a Social Security disability check of $1,015 a month. If I do want to go back to work, do I lose my disability check every month?

AIf you are able to perform substantial gainful activity, your disability benefits may be terminated, but not right away. The first question is whether or not you will be performing substantial gainful activity. Under the Social Security regulations, this means earnings greater than $900 per month on average during a work period. That figure is applicable for the year 2002, but will be rising in future years. If you are a blind individual, then that figure is $1,500 per month.

Generally, when a disability beneficiary attempts to return to work, he or she is granted a trial work period. A trial work period is the time during which your earnings will not be used to terminate your entitlement to disability benefits. You can work during nine months  before Social Security will consider terminating your disability. If your attempt to work is unsuccessful, your benefits will continue. A trial work period is any month in which you have earnings greater than $640 per month in 2007.

Warning

After the end of a trial work period, Social Security will determine if you are performing substantial gainful activity. If so, your benefits will be terminated three months after the month Social Security determines that you are no longer disabled.

QThere is a young man I know who gets disability for what he said is a back injury. He works for cash every day. He has a lawn and landscaping business and there is nothing wrong with him. He just wants to live off everyone else. I am young and think it's not fair! How do I go about reporting him? What information do I need to do it? Thank you for your time.

AIt is very discouraging to see people trying to cheat the system, if in fact that is the case. Social Security does permit disability beneficiaries to attempt to work. If their earnings are below certain levels, they may continue to receive their disability benefits even though the work activity may continue. However, it is also true that many people do try to cheat the system by not reporting their earnings to Social Security and sometimes even to the Internal Revenue Service.

You can report this individual to the Social Security Administration. They have local offices throughout the country and you may do this in person or by telephone. The Social Security toll-free number is 800-772-1213. You may also locate your Social Security office by looking in the blue pages of your telephone book under “U.S. Government.” You may also ask at your post office where the local Social Security office is located.

If you do report this individual, you should have his full name and address. If you believe he is working in a business, any information you can provide to Social Security will be verified. If you give the name of the business or some of his customers, they will be able to contact them to determine if he is legitimate or if he is cheating.

QMy son was in an accident and suffered a brain injury. Currently, he receives Social Security disability. In October, he started working at our local library in a clerical capacity. He had a job coach through the Office of Vocational Rehabilitation. He made over the allowed $900 about five months out of the nine-month trial work period. His job coach was with him during this period and trained him. He can only learn new tasks through constant repetition, which is how he learned his job.

Once the job coach cut her hours, my son's hours were decreased because he was not able either mentally or physically to perform his job. His stamina is low and he has trouble concentrating and focusing. He has difficulty learning anything new. He is unable to retain new information and he has short-term memory loss. The last nine months he has averaged about $700 per month. Now Social Security wants  to discontinue his payments because of the trial work period. We live in Pennsylvania. Any advice you can give would be appreciated. Thank you.

AThe monthly amount for determining substantial gainful activity: for the year 2007 it is $900 per month. (The amount rises each year.) If your son is earning below those levels, he will not be considered to be performing substantial gainful activity and his benefits may be resumed. If he is earning above these higher levels, then you should try to determine what portion of his pay is actually subsidized by special job considerations given to him by his employer. You mentioned that he has been unable to do his job without the job coach, so obviously there is some element here of special consideration given to him if he is continuing to work.

Social Security has the authority to determine the actual earning figure based on the value of his services, rather than the actual paycheck itself if there is a situation where an employer is giving special consideration to a handicapped worker. If you can establish that he is not fully earning his pay and if you can also establish that the value of his pay after you extract out the subsidy element is less than the substantial gainful activity limits, then he may continue to work and receive the Social Security disability. If you attempt this and it is determined that he is performing substantial gainful activity anyway, you should file a request for a reconsideration. If that is unsuccessful, you should request a hearing before an administrative law judge.

Many times determinations made at the lower levels are reversed by hearing officers. At a hearing you are able to appear with your son. He is able to testify. The job coach can testify or someone from the employer can testify as well. Best wishes.

QI applied for Social Security disability and was turned down. I applied for reconsideration and was turned down again. I am now going to a hearing, which won't be for some time, but what are my chances going in front of a judge?

AYour chances are very good of winning your disability benefits in front of a judge. The vast majority of disability applications are turned down at the initial application level, as well as at the reconsideration level. However, significant numbers are granted at the hearing. You will be entitled to be represented by an attorney at that time and I would suggest that you retain one. You may call the National Organization of Social Security Claimant's Representatives at a toll-free number to find an attorney who specializes in Social Security disability cases. The toll-free number is 800-431-2804 and they are open during Eastern time zone business hours.

QI am a teacher and my doctor says I shouldn't be working because of an illness. He said I can collect disability. My question: Am I entitled to disability as a teacher in a public school system? Thank you for your kind consideration.

AIf your employment is covered by Social Security, you may be eligible for disability benefits if you meet the work and medical requirements. Not all public employees are covered by Social Security. If you have FICA deductions from your paycheck, you are in the regular Social Security system. If your employment is not covered by Social Security, your public employment benefits most likely will provide a disability pension.

QI filed an appeal with the Social Security Administration over two years ago and I have heard nothing. When I call, they tell me that someone will review my case. I need help. I am disabled and the stress is not good for my current condition, which has worsened since my consult with the Social Security doctors. Can someone out there please help or provide me with a name and number for someone who can?

AAt this point I would suggest you contact your U.S. senator or congressperson to ask him or her to check into this for you. This is way too long for an appeal's decision. Many times an elected federal official can help your case get the attention it needs for a final resolution. Although the intervention of your congressperson or senator will not affect the merits of the decision it will certainly take it out of whatever pile it is in and put it on a front burner. You should contact your U.S. senator or congressperson immediately to ask for his or her help.

QI am receiving Social Security disability benefits. A friend and I went to the casino and I won $2,000. How do I pay taxes on that? I didn't have them take out taxes at the time. What about my Social Security benefits? Does this money affect my benefits?

AYour casino winnings will have no effect on your Social Security benefits. You may not owe any taxes on the winnings if your total taxable income is below the threshold set by tax law. I would suggest you consult with an accountant or you can call the IRS to get further information.
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