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Senator Fred Dyson

W aiver from Senate HESS Committee

May 18, 2003

We, the undersigned, agree to waive HJIR 29, an act "Relating to the establishment of
Reserve Officer Training Corps programs” from Senate Health, Education, and Social

Services Committee.

Senator Fred Dyson
Senator Lyda Green
Senator Gary Wilken
Senator Bettye Davis

Senator Gretchen Guess

During Session (lanuaiy-May): Alaska Stale Capitol « (uncau, Alaska 99801 ¢ (800) 342-2199 « (907) 46S-2199 « (907) 46S-4587 fax
During Interim (lunc-Dccember): 10928 Eagle River Road ¢ Eagle River. Alaska 99S77 « (907) 694-6683 ¢ (907) 694-I01S tax
Senator.Fred.Qyson@Legls.statc.ak.us ¢ www.akrepublicaiis.org
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SESSION ADDRESS: INTERIM ADDRESS:

Alaska State Capitol 600 E Railroad Avenue
Juneau, Alaska 99801 Wasilla.AK 99654

Phone: (907) 465-3743 Phone: 907-376-3725
1-800-565-3743 Fax: (907) 376-4768

Fax: (907)465-2381

Representative Carl Gatto

HJIR30

Relating to supporting the repeal ofthe Government Pension Offset and the Windfall Elimination

Provisionsfrom the Social Security Act.

Sponsor Statement

There are those Alaskans v/~ o, whether retired or nearing retirement, are examining the issues on
income in retirement and measuring it against expenses. Generally retirees consider two major
sources of retirement income, pensions and social security. Added together retirement becomes a
better alternative to continuing on the job, especially when the job was a long career in public
service. There are a pair of flies in the ointment, and very large ones at that. The flies in the
ointment are two federal social security requirements that effectively say that if you receive a
pension, the social security you have come to believe you deserve is reduced or eliminated. The
effect is that spouses or surviving members are being unreasonably penalized because they earned
a pension to help them in retirement.

The Government Pension Offset reduces public employees' Social Security spousal or
survivor benefits by two-thirds of their public pension. The Windfall Elimination Provision
reduces the earned Social Security benefits of an individual who also receives a public pension
from ajob not covered by Social Security. Too many of these retired individuals whose spouses
had chosen careers as teachers, policemen, firemen and other public service positions find that at
the age of retirement that they are unfairly being penalized by an offset that takes away their
Social Security benefits. For many retired and widowed members this reduction in spousal or
survivor benefits can mean the difference between retirement that allows you to be at a level of
self-sufficiency or at a level of poverty. This offset has the harshest effect on those who can least
afford it; widowed lower-income women.

Estimates indicate that 9 out of 10 public employees affected by the Government Pension Offset
lose their entire spousal benefit, even though their deceased spouses paid Social Security taxes for
the required number of years. According to the Congressional Budget Office, the Government
Pension Offset reduces benefits for some 300,000 individuals by more than $3,600.00 a year. The
impact of this offset in benefits is felt primarily in states which public employees like educators
are not covered by Social Security, this includes 15 other states widespread from Alaska to Maine.
This impact affects at least one-third of America's education workforce.



At a time when we are faced with a national teacher shortage the Government Pension Offset and
Windfall Elimination Provision directly impacts not only the efforts for recruitment of quality
teachers but also discourages qualified professional people from changing career paths to enter
into the teaching profession. A critical effort to reduce class sizes, and meet the requirements of
the No Child Left Behind Act necessitates the need for additional teachers. Estimates for the
number of new teachers needed nationally range from 2.2 to 2.7 million by the year 2009.

We ask for your support for House Joint Resolution 30 so that our Congressional Delegation can
take swift action to repeal the Government Pension Offset and Windfall Elimination Provision.
We ask this on behalf of the many retired and respected public service members of our
community, our firemen, police officers, educators and other public employees that should not be
penalized for their years of dedication and public service.
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Social Security Adm inistration

SSA Publication No. 05-10007
August 2000
(January 1999 edition may be used)

Government Pension O ffset
A Law That Affects Spouses Or Widow(er)s Benefits

If you worked for a federal, state or local government where you did not pay Social Security taxes,

the pension you receive from that agency may reduce any Social Security benefits for which you
are qualified.

There are two laws that may reduce your benefits. One of them affects the way your Social
Security retirement or disability benefits are figured. For more information about that provision,
contact Social Security for the factsheet, A Pension From Work Nut_Covered By.Social.Secinjn,’
(Publication No. 05-10045).

The second law affects Social Security benefits you receive as a spouse or widow(er). This
factsheet provides answers to questions you may have about this provision.

| Receive A Government Pension. Will | Receive
Any Social Security On My Spouse’s Record?

Maybe not. Some or all of your Social Security spouse’s or widow(er)’s benefit may be offset if
you receive a pension from ajob where you did not pay Social Security taxes.

How Much Is The Offset?

The offset will reduce the arm ant of your Social Security spouse’s or widow(er)’s benefits by two-
thirds of the amount of your government pension. In other words, if you get a monthly civil
service pension of $600, two-thirds of that, or $400, must be used to offset your Social Security
spouse’s or v/idow(er)’s benefits. If you're eligible for a $500 widow(er)’s benefit, you'll receive
$100 per month from Social Security ($500 - $400= $100).

If you take your annuity in a lump sum, the offset is figured as if you chose to receive regular
monthly benefits.

Why IsThere An Offset?

Social Security spouse's benefits provide income to wives and husbands who have little or no
Social Security benefits of their own. From the beginning of the Social Security program, spouse's
benefits were intended for women and men who were financially dependent on their husbands or
wives who worked atjobs covered by Social Security.

Before the offset provisions were enacted, many government employees qualified for a pension
from their agency and for a spouse's benefit from Social Security, even though they were not
dependent on their husbands or wives.
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This example helps clarify why there is an offset.

Bill Smith collects a Social Security benefit of $600 per month. His wife, Mary, is potentially
eligible for a wife’s benefit of up to 50 percent of Bill’s, or $300. However, Mary also worked and
paid into Social Security, qualifying for her own retirement benefit of $400. By law, Mary can
only receive the higher of the two benefits she is eligible for, not both. She will not receive any
wife’s benefits because her $400 retirement benefit, in effect, "offsets" her $300 wife's benefit.

Bill's neighbor, Tom, also gets a Social Security benefit of $600 per month. But his wife, Nancy,
had ajob with .he federal government, instead of one where she paid Social Security taxes, and
earned a civil ser.'ice pension of 3800 per month. Before the government pension offset
provisions were in place, Nancy would have been eligible for both her $800 civil service pension
and a $300 wife’s benefit on Tom's Social Security record. With the offset provision, Nancy does
not qualify for a wife's benefit from Social Security and is treated the same as Mary.

Who IsExempt?

e Any state, local or military service employee whose government pension is based on ajob
where he or she was paying Social Security taxes on the last day of employment. (Some
government entities were not initially covered by Social Security, but chose to participate in
Social Security at a later date.)

< Anyone whose government pension is not based on his or her own earnings.

« Anyone who received or who was eligible to receive a government pension before
December 1982 and who meets all the requirements for Social Security spouse’s benefits in
effect in January 1977.

 Anyone who received or was eligible to receive afederal, state or local govem-ment
pension before July 1, 1983, and was receiving one-half support from her or his spouse.

e Federal employees, including Civil Service Offset employees, who are mandatorily covered
under Social Security. (Civil Service Offset employees are federal employees rehired after
December 31, 1983, following a break in service of more than 365 days and who had five
years of prior Civil Service Retirement System [CSRS] employment.)

e Federal employees who chose to switch from CSRS to the Federal Employees’ Retirement
System (FERS) on or before December 31, 1987, as well as those employees who were
allowed to make a belated switch to FERS through June 30, 1988. Employees who switched
outside of these periods, including those who switched during the open season from July 1,
1998 through December 31,1998, need five years under FERS to be exempt from the
government pension offset

What About Medicare?

Even if you do not receive cash benefits on your spouse’s record, you can still get Medicare at age
65.

Can I Still Get Benefits On My Own Record?

The offset applies only to Social Security benefits as a spouse or widow(er). However, your own
benefits may be reduced due to another provision of the law. Contact Social Security for the
factsheet, A Pension From Work Not Covered Bx Social Securir\' (Publication No. 05-10045).
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The Windfall Elim ination Provision

How It Affects Your Social Security Retirement Or Disability Benefits

Ifyou work for an employer who doesn't withhold
Social Security taxes, such as a government
agency or an employer in another country, the
pension you get based on that work may reduce
your Social Security benefits.

Your benefit can be reduced in one of two
ways. One is the "government pension offset" and
applies only if you receive a government pension
and are eligible for Social Security benefits as a
spouse or widow(er). For more information
on the offset, ask Social Security for the fact-
sheet, Government Pension Offset (Publication
No. 05-10007).

The other way—the “windfall elimination pro-
vision"—affects how your retirement or disability
benefits are figured if you receive a pension from
work not covered by Social Security. The formula
used to figure your benefit amount is modified,
giving you a lower Social Security benefit. This
factsheet explains the formula.

Who Is Affected?

The windfall elimination provision primarily
affects people who earned a pension from working
for a government agency and also worked at other
jobs whcp-- they paid Social Security taxes long
enough to qualify for retirement or disability ben-
efits. It also may affect you if you earned a pension
in any job where you didn't pay Social Security
taxes, such as in a foreign country.

The modified formula applies to you ifyou
reach 62 or become disablea after 1985 and first
become eligible after 1985 for a monthly pension
based in wnole or in part on work, where you did
not pay Social Security taxes. You're considered
eligible for a pension if you meet the pension
requirements, even if you continue to work.

An important point: The windfall elimination
provision affects Social Security benefits when
any part of a person’s federal service after 1956 is
covered only under Civil Service Retirement Sys-
tem (CSRS) deductions. However, federal service
where Social Security taxes are withheld (Federal
Employee Retirement System or CSRS Offset) do
not reduce Social Security benefit amounts.

The modified formula is used to figure your
Social Security benefit beginning with the first
month you get both a Social Security benefit and
the other pension.

Why Is A Different Formula Used?

Tae modified formula prevents a windfall to
people who would unfairly benefit from provisions
aimed at low-income workers. Social Security
benefits replace a percentage of a worker’s pre-
retirement earnings and the benefit computation
formula includes factors that make sure lower-
paid workers get a higher return than highly paid
workers. For example, lower-paid workers could
get a Social Security benefit that equals about 60
percent of their pre-retirement earnings. The
average replacement rate for highly paid worker*
is about 25 percent.

Before 1983, people who worked in jobs not
covered by Social Security received benefits that
were computed as if they were long-term, low-
wage workers. They received the advantage of
higher percentage benefits in addition to their
other pension. The modified formula eliminates
this windfall.

How Does It Work?

Social Security benefits are based on the worker's
average monthly earnings adjusted for inflation.
We separate your average earnings into three
amounts and multiply the amounts using three
factors. For example, for a worker who turns 62
in 2001, the first $561 of average monthly earn-
ings is multiplied by 90 percent; the next $2,820
by 32 percent; and the remainder by 15 percent.

The 90 percent facto *is reduced in the
modified formula and phased in for workers who
reached age 62 or became disabled between 1986
and 1989. For those who reach 62 or become
disabled in 1990 or later, the 90 percent factor is
reduced to 40 percent.

There are exceptions to this rule. For example,
the 90 percent factor is not reduced if you have
30 or more years of “substantial” eamings in ajob
where you paid Social Security taxes. See the table
on the back that lists the amount of “substantial”
earnings for each year.

If you have 21 to 29 years of substantial
earnings, the 90 percent factor is reduced to
between 45 and 85 percent. The second table
shows the percentage used depending on the
number of years of "substantial" eamings.

The Windfall Elimination Provision



Year Substantial Some Exceptions

Earnings The modified formula does not apply to survivors
benefits. It also does not apply to you if:
1937-50 $ 9001 « you are a federal worker first hired after
1951-54 900 December 31. 1983,
1955-58 1,050 « you were employed on December 31,1983 by a
1959-65 1,200 nonprofit organization that was exempt from
1966-67 1,650 Social Security and it became mandatorily cov-
1968-71 1,950 ered un?er Soc_ial S_e(i)urité/ on th_allt de:jte:
< your only pension is based on railroa

1972 2,250 employment;
1973 2,700 - your only work where you did not pay Social
1974 3,300 Security taxes was before 1957; or
1975 3,525 « you have 30 or more years of substantial
1976 3,825 eamings under Social Security.
1977 4125
1978 4,425 Guarantee
1979 4,725 Workers with relatively low pensions are
1980 5,100 protected because the reduction in the Social
1981 5,550 Security benefit under the modified formula
1982 6,075 cannot be more than one-half of that part of the
1983 6,675 pension attributable to eamings after 1956 not
1984 7.050 covered by Social Security.
1985 7,425 .
1986 7875 For More Information
1987 8175 Visit www.ssa.govfor more Social Security infor-
1988 8,400 mation. You also can get recorded information 24
1989 8,925 hours a day, including weekends and holidays, by
1990 9525 calling 1-800-772-1213. You can speak to a ser-
1991 9.900 vice representative between 7 a.m. and 7 p.m. on

’ business days. Our lines are busiest early in the
1992 10,350 week and early in the month, so, if your business
i993 10,725 can wait, it's best to call at other times. Whenever
1994 11,250 you call, have your Social Security number handy.
1995 11,325 People who are deafor hard of hearing may call
1996 11,625 our toll-free TTY number, 1-800-325-0778,
1997 12,150 between 7 a.m. and 7 p.m. on business days.
1998 12,675 We treat all calls confidentially. We also want
1999 13425 to make sure that you receive accurate and cour-
2000 14’ 175 teous service. That's why we have a second Social

' Security representative monitor some incoming
2001 14,925

and outgoing telephone calls.

Credited eamings from 1937-50 are divided by $900
to get the years of coverage (maximum 14 years).

Years of Substantial

EarningS Percentage

30 or more 90 percent

29 85 percent

28 80 percent

27 75 perCent

26 70 percent

25 65 percent

24 60 percent Social Security Administration
23 55 percent SSA Publication Il\éo. Sg_rlggi‘:%ns)
e o oy S8 A

21 45 percent Unit of Issue: HD (one hundred)

20 or less 40 percent
Pnnicd on recycled pap<r
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NEA ALASKA POSITION PAPER
HR 30 By Representative Gatto

When the state of Alaska opted out of Social Security in the early 1980’s, members of the
Public Employee’s Retirement System (PERS) and the Teacher’s Retirement System
(TRS) no longer had to make Social Security contributions. However, many o f the
members of those systems have earned Social Security benefits through work in the
private sector, in other retirement systems that did contribute to Social Security or
through their spouses. However, due to two provisions ofthe Social Security Act,
Alaskans will be unable to collect the Social Security benefits for which they have paid.

The Government Pension Offset affects the survivor’s benefit that a spouse would receive
upon the death of his or her spouse. In 90% o f the cases where a spouse is due a survivor
benefit, the spouse will receive nothing. The Windfall Elimination Provision affects the
Social Security benefit that a member would receive through their eamings record by
reducing the benefit, in most cases, by 60%. The only reason for these penalties is that
Alaskan public employees and teachers belong to retirement systems that don’t
contribute to Social Security.

Besides the affect ofunfairly penalizing Alaska’s public sector employees, the state of
Alaska is being penalized. As the word gets out about the Social Security offsets, it
becomes more difficult to recruit people from the private sector to become teachers. It
also becomes more difficult to persuade potential employees to move from other states
that do contribute to Social Security, as those employees do not want to jeopardize their
earned benefits. We have even had teachers leave the state in order to protect their earned
Social Security benefit.

Alaska is also penalized monetarily. With over 7000 affected retired PERS and TRS
members and an unknown number of retired federal employees over the age of 65 the
loss nfincome to the Alaskan economy runs into the millions. It is estimated that the
average loss per member nationally is $3600.

There is currently proposed legislation in the United States Congress to repeal these
offsets with bipartisan support of over 300 congressmen and senators. NEA Alaska
would appreciate your support for HR 30, urging our congressional delegation to voice
Alaska’s support for the repeal of these onerous Social Security offsets.
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The Government Pension Offset and Windfall Elimination
Provision

W hat Are the Government Pension Offset and Windfall Elimination
Provision?

The Government Pension Offset (GPO) reduces public employees' Social
Security spousal or survivor benefits by two-thirds of their public pension.

The Windfall Elimination Provision (WEP) reduces the earned Social Security
benefits of an individual who also receives a public pension from a job not
covered by Social Security.

Who Do the GPO and WEP Affect?

The GPO affects people who work as federal, state, or local government
employees, including educators, police officers, and firefighters, if the job is
not covered by Social Security.

The WEP affects people who worked in jobs not covered by Social Security
and in jobs in which they earned Social Security benefits - such as educators
who do not earn Social Security in the public schools, but who work part-time
or during the summer in jobs covered by Social Security. The WEP also
affects people who move from a job in which they earn Social Security to a
job, such as teaching, in which they do not.

The impact of the GPO and WEP is primarily felt in those states in which
public employees like educators are not covered by Social Security (Alaska,
California, Colorado, Connecticut, Georgia, lllinois, Kentucky, Louisiana,
Maine, Massachusetts, Missouri, Nevada, Ohio, Rhode Island, and Texas).
However, because people move from state to state, there are affected
individuals everywhere.

How Do the GPL' and WEP Work?
The GPO reduces Social Security spousal or survivor benefits by two-thirds of
the individual’'s pubi ¢ pension.

The WEP reduces the factor by which average earnings are multiplied to
determine Social Security benefits. The amount of reduction depends on
when the person retires and how many years of earnings he or she has
accumulated.

What Is the Impact of the GPO and WEP?

Estimates indicate that 9 out of 10 public employees affected by the GPO lose
their entire spousal benefit, even though their deceased spouse paid Social
Security taxes for many years. According to the Congressional Budget Office,
the GPO reduces benefits for some 300,000 individuals by more than $3,600
a year. The GPO has the harshest impact on those who can least afford the

http://www .nea.org/lac/socsec/

o/infonna


http://www.nea.org/lac/socsec/

Social Security

loss: lower-income women.

The WEP causes low-paid public employees outside the Social Security
system, like educators, to lose a significant portion of their Social Security
benefits. The WEP also impacts the teaching profession, as people are less
likely to leave other careers in which they earn Social Security benefits to
become educators.

What Can Be Done to Address the GPO and WEP?
Congress can pass legislation to repeal both the GPO and WEP.

What Is the History of the GPO and WEP?

Who |Is Affected by the GPO and WEP?

What Is the Impact of the GPO and WEP on Affected Individuals?
What Is the Impact of the GPO and WEP on the Teaching Profession?
What Can Be Done to Fix the GPO and WEP?

What Can | Do to Help Fix the GPO and WEP?

Real Stories from Real People Affected by the GPO and WEP
Talking Points

More Information

Testimony Before Congress

Coalition Partners

1201 16TH STREET, NW
nea WASHINGTON, DC 20036
202.833.4000

httD://www .rea.orp/Inc/sncsp.c/
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I States in Which Public Employees are

Alaska
California
Colorado
Connecticut

Georgia (certain local
governments)

IHlinois
Louisiana

Kentucky (certain local
governments)

NATIONAL EOUCATION ASSOCIATION
Government Relations

J Not Covered by Social Security

Maine
Massachusetts
Missouri
Nevada

Ohio

Rhode Island (certain local
governments)

Texas

1201 16in Street, NW, Washington, DC 20036

202/822-7300
htto://wvAv. nea. ora/lac



A laska State Legislature

SESSION ADDRESS:
Alaska Stale Capitol
Juneau. Alaska 'J'Will
I’hune: CJ07) 465-3743
[-X(10-5<>5-3743
Pax: 1007 >1C523S|

Representative Carl Gatto

Date: February 11, 2004
To: Senator Fred Dyson, Chair HESS
From: Representative Carl Gatto

Re: Hearing request for HIR 30

Senator Fred Dyson;

INTERIM ADDRESS:
600 E Railroad Avenue
Wasilla. AK yjf.54
Phone: y(I7-37ft-2fi7y
Fax: tJ()7) 373-4745

We would respectfully request the HESS committee schedule a hearing for CSHJR 30,
Social Security Offset, at your earliest convenience. If you have any questions or
comments, please feel free to contact my committee aide Colleen Sullivan-Leonard at xt.

3768 and she will be happy to assist you further.
Thank you for your consideration.

Sincerely,

Carl J. Gatto

Representative_Carl_Gatto@ legis. state, ak. us



STATE OF ALASKA

2004 LEGISLATIVE SESSION

HCALNOIE

Fiscal Note Number:

Revision Date/Time (Note if correction):
Title Repeal of the Government Pension Offset and tha Windfall

Elimination Provisions from lha Social ijauuiity Act

Sponsor Rep. Gatto
Requester State Affairs

Expenditures/Revenues

OPERATING EXPENDITURES
Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures

Grants & Claims

Miscellaneous
TOTAL OPERATING

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type-Do not abbreviate)
TOTAL

FY 2005

00

00

Estimate of any current year (FY2004) cost:
Mark this box (X) if funding for this bill is Included in the Governor's FY 2005 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

o

ANALYSIS:  "rfac/i a Separate page ifnecessary)
This resolution would have no affect on benefits computed by the Public Employees' or Teachers'

Retirement Systems. Repeal of the Government Pension Offset and the Windfall Elimination Provision
would affect the calculation of Social Security benefits.

Prepared by: Melanie Milltiorn

FY 2006

00

00

0.0

o

Bill Version:

HJR 30

(Q Publish Date:

Dept. Affected
'RDU

Administration

Various

Component Various

Component No. 64

(Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.

FY 2007

00

FY 2008 FY 2009 FY 2010

00 00

(Thousands of Dollars)

00

o

Division Retirement and Benefits

Approved by:  Mike Miller, Commissioner

Agency Administration

00 00

(Rovisod 0/20030MB)

0 0
0 0
0 0

Phone 465-4408
Date/Time 1/20/03 1:06 P.M.

Date

Page 1of 1

00

00

o



Real Stories from Real People - An educator from California

n e a

Page 1of 2

o vl

NATIONAL EDUCATION ASSOCIATION

Quick Links

SEND
CONGRESS A
MESSAGE

W hat are the
GPO and WEP?

Coalition Partners

Congressional
Leaders

Current
Congressional
Supporters

Congressional
Supporters Last
Year

History
How to Fix It

Impact on
Education

Impact on
Individuals

Non-Social
Security States

Real Stories
Take the Quiz
Talking Points

Testimony Before
Congress

What can | do?

Who is Affected

Real Stories from Real People Affected by the GPO and
WEP

| have worked since 1961 including fifteen years in the private sector where
the only retirement was Social Security. | also held summer jobs that
required Social Security payments. For the past 14 years | have been
teaching in public schools and participating in my state's retirement system.

Because of this | will not be allowed to receive my own Social Security. This

is so unfair. | have paid into the system and now | will not be allowed to
collect whet belongs to me.

| have been advised to quit teaching and take another job, so that when |
retire, | might get my teacher's pension and my Social Security. Is this fair
when there is a teacher shortage and | love my job?

- An educator from California
Click here for next story

Click here to return to Real Stories from Real People
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History of Social Security and the
Government Pension Offset/Windfall Elimination
Provision

1935: Establishment of the Social Security system. Social Security was
created as a retirement program in response to the Great Depression and the
shift from a primarily agrarian-based to a more industrial workforce.
Congress created a social insurance program to pay workers age 65 or older
a continuing income after retirement. The system excluded state and local
government employees from coverage.

1939: Creation of spousal and survivor benefits. In 1939, Social
Security was expanded to provide payments to the spouse and minor children
of a retired worker, and survivor benefits to the family in the event of the
worker's premature death. This change transformed Social Security into a
family-based economic security program.

1960s: State and local option. In the 1960's, state and local employees
were given the opportunity to elect to participate in the Social Security
system. Public sector employees in 36 states opted to enroll in Social
Security in the 1960s and 1970s. The remaining 13 states and a number of
local governments in 2 others chose instead to maintain and enhance their
existing retirement systems.

1977: Creation of a dollar for dollar Government Pension Offset
(GPO). In 1977, Congress amended the Social Security Act to treat state and
local public pensions as Social Security benefits. Recipients of such pensions
were now covered by the "dual entitlement” rule, prohibiting receipt of
earned Social Security benefits and full survivor benefits at the same time.
Spousal benefits for those earning state or local public pensions were,
therefore, reduced dollar for dollar.

1983: Change to a two-thirds offset. In the early 1980's, criticism of the
GPO's dollar for dollar reduction was strong. In response, Congress amended
the law in 1983, reducing the dollar for dollar reduction to a two-thirds offset.

1983: Creation of the Windfall Elimination Provision (WEP). Congress
enacted the WEP in 1983, intending to remove a perceived advantage to
persons who also had pensions from non-Social Security employment. The
original Social Security formula was intended to help low-paid workers by
replacing a higher proportion of their earnings than for workers with higher
earnings. However, the formula could not differentiate Detween those who
worked in low-paid jobs throughout their careers and those who appeared to
have been low paid because they worked many years in jobs not covered by
Social Security. The WEP was intended to remove this advantage. Yet,
instead of protecting low-earning retirees, the WEP has unfairly impacted

Page 1of2



W hat is the History of the GPO and WEP Page 2 of 2

retirees with only slightly higher earnings.
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The Government PensionJOffsetjjin*WindfainEnm

What are the Government Pension Offset and Windfall Elimination Provision?

The Government Pension Offset (GPO) reduces public employees' Social Security spousal or
survivor benefits by two-thirds of their public pension.

The Windfall Elimination Provision (WEP) reduces the earned Social Security benefits of an
individual who also receives a public pension from a job not covered by Social Security.

Who do the GPO and WEP Affect?

The GPO affects people who work as federal, state, or local government employees,

including educators, police officers, and firefighters, if the job is not covered by Social
Security.

The WEP affects people who worked in jobs not covered by Social Security and injobs in
which they earned Social Security benefits - such as educators who do not earn Social
Security in the public schools, but who work part-time or during the summer in jobs covered
by Social Security. The WEP also affects people who move from a job in which they earn
Social Security to a job, such as teaching, in which they do not.

The impact of the GPO and WEP is primatrily felt in those states in which public employees
like educators are not covered by Social Security (Alaska, California, Colorado,
Connecticut, Georgia, lllinois, Kentucky, Louisiana, Maine, Massachusetts, Missouri,
Nevada, Ohio, Rhode Island, and Texas). However, because people move from state to
state, there are affected individuals everywhere.

How do the GPO and WEP work?

The GPO reduces Social Security spousal or survivor benefits by two-thirds of the
individual’s public pension.

The WEP reduces the factor by which average earnings are multiplied to determine Social
Security benefits. Tne amount of reduction depends on when the person retires and how
many years of eamings he or she has accumulated.

What is the Impact of the GPO and WEP?

Estimates indicate that 9 out of 10 public employees affected by tho GPO lose their entire
spousal benefit, even though their deceased spouse paid Social Security taxes for many
years. According to the Congressional Budget Office, the GPO reduces benefits for some

300,000 individuals by more than $3,600 a year. The GPO has the harshest impact on
those who can least afford the loss: lower-income women.

The WEP causes low-paid public employees outside the Social Security system, like
educators, to lose up to sixty percent of their Social Security benefits. The WEP also

impacts the teaching profession, as people are less likely to leave other careers, in which
they earn Social Security benefits, to become educators.

What Can be Done to Address the GPO and WEP?

Congress can pass legislation to repeal the GPO and WEP. Representatives McKeon (R-
CA) and Berman (D-CA) and SenatorsFeinstein (D-CA) have introduced bills (H.R.

to repeal the GPO and WEP. a CszZ/y™jt f R-H ?\
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NEA-A laska

March 2003
Dear Friend,

We, of NEA-Alaska/Retired, are asking for your help to pass two bills in Congress which
will affect your retirement income. The bills, HR594 and SB349, will repeal two
provisions which determine the amount you will receive from Social Security. These two
provisions, the Government Pension Offset (Spousal or widow'’s offset) and the Windfall
Elimination Prevision, may reduce your. Social Security Benefit by as much as two-thirds
ofthe amount you expect to receive. IT ISIMPORTANT THAT YOU CONTACT
EACHMEMBER OF OURDELEGATION, MURKOW SKI,STEVENSAND
YOUNG;AND ASK THEM TO SIGN ON TO THISLEGISLATION AND TO VOTE
FORITS PASSAGE.

Many ofyou have earned government pensions in Alaska, a non-Social Security state,
many ofyou have worked extrajobs in the summer or after work to get Social Security
credits -YOU WILL BE AFFECTED. Some ofyou retired from other states where you
contributed to Social Security and you moved to Alaska to teach or work in the school
system to get additional retirement - YOU WILL BEAFFECTED. I applied for Social
Security at age 62 and 65 and was denied the spousal benefit both times because | chose
to teach. My mother who is 94 and never worked has drawn a spousal benefit for almost
30 years. It is not fair that we are not only denied because we chose a specific profession
but must also send a check for $171 every three months to pay for Medicare Part B.
Please help us eliminate these unfair provisions.

You can get all the information you need on this bill, including definitions ,from
www.nea.org and then, click on government. You can write your message and email, fax
or mail it right from that web site. Please help by doing it NOW. You can keep track of
current federal legislation by calling NEA's Legislative Hotline at 1-800 -833 -4000.

Ifyou have the rime and if Murkowski, Stevens and Young have offices in your city,
please visit the offices personally, get to know the aides and deliver your message or
letter in person. Let them know you want our delegation to sign on to this legislation and
to work for its passage. Tell your personal story of how the two unfair provisions affect or
will affect you.

The Legislation Information Office is also a good source of information and help. Call
them and they will help you get your message to DC.

PLEASEACT NOW. We need to let the delegation know the issues and concerns - we
need to tell our Tories. Please help and pass the word to others. Thank you in advance for
taking time out ofyour busy schedules - IT WILL MAKEA DIFFERENCE TO YOU
AND/YOUR FUTURE EARNINGS.

cCoO .
Gayle Haibo, Vice President o f NEA-Alaska/Retired
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HJR30
Testimony from Jerry Patterson
Representing NEA Alaska Retired

I am one of those that will be penalized by the Windfall Elimination Provision (WEP) of
the Social Security law. | have earned over 50 quarters of Social Security credit over the
years working summer jobs while going to college, teaching in Washington state, and
working after retiring from the Juneau School District. While my Social Security
eamings statement says | v ill receive $400 a month at age 66,1 will loose $240 of that
due to the WEP. A 60% loss is very commc n for those people being penalized. | know
that a $240 a month, loss doesn’t sound like much but there are over 7000 potentially
affected educators and state workers over 65 along with another 6000 federal, retirees in
the state of Alaska. There are also another 11,000 educators and state employees between
the ages of 55 to 65 that will soon be affected. Taken together, the loss of income to
Alaska’s economy is substantial.

There is a second provision of the Social Security law that is even more unfair.
The Government Pension Offset (GPO) affects surviving spouses and in nine out of ten
cases results in the spouse receiving no survivor’s benefit. A friend of mine in Juneau
paid into Social Security for 44 years before retiring. He drew on the fund for two years
before passing away and his wife, a teacher, receives no survivor’s benefit.

The trigger for these penalties is to become vested in Alaska’s retirement systems.
As for myself, I began teaching in 1971 and was vested in 1979. The Social Security
offset law was passed in 1983 and at that point | was committed to Alaska and to
finishing my teaching career here. But in today’s world the penalties are no longer a
secret and it is becoming a factor in choosing whether or not to stay in Alaska. These
penalties could affect the hiring of teachers from outside or a program such as Troops to
Teachers where retiring military personnel are being encouraged to go into teaching. It
could play a part in whether or not the state can replace key people that they need to bring
in from the private sector or from outside. So the impact of the Social Security offsets is
more than a question of fairness or economic impact. It has a recruiting and retention
impact.

Currently there are 284 representatives and 29 senators signed on to the repeal
bills now in congress. Senator Murkowski is a co-sponsor, having signed on in October.
Senator Stevens aide said that while he is sympathetic but he thought the cost would be
too much and that the issue would be better dealt with after the election when the whole
Social Security package is expected to be brought up. Representative Young’s aide says
that he will vote for the repeals if it comes to the floor.

The cost of the repeal is estimated to be $50 billion over ten years. However, this
cost will not change the current projections for Social Security. The Social Security
Administration has already accounted for people like me at the full cost. It is only when |
go to apply do they know that my benefit willbe reduced. For me and the thousands of
others in Alaska like me, collecting what we paid for will not shorten the life of the trust
fund as currently projected.

Because of the unfairness, the economic impact, and the impediment that it can
have on our recruiting of new employee’-, | urge the committee to approve this resolution.



The Governm

and W indfall Elim

Talking Points

The Government Pension O ffset
(GPO) and Windfall Elimination
Provision (WEP) penalize people
who have dedicated their fives
to public service by taking away
benefits they have EARNED.

< Nine out of ten public employees affected by
the GPO lose their entire spousal benefit, even
though their spouse paid Social Security taxes
for many years.

* The WEP causes hard-working people to lose up

to sixty percent of the benefits they earned
themselves.

« Many workers rely on misleading Social Security
Administration statements that fail to take into
account the GPO and WEP when projecting
benefits.

This is a national problem -
there are affected people in all
states.

e The impart of the GPO and WEP is not just felt
in those states in which public employees like
educators are not covered by Social Security.
Because people move from state to state, there
are affected individuals everywhere.

e The number of people impacted across the
country is growing every day as more and more
people reach retirement age.

Congress can take

ent Pension O ffset

ination Provision

The loss of income forces some
people into poverty.

« Some 300,000 individuals lose an average of
$3,600 ayear due to the GPO - an amount that
can make the difference between self-sufficiency
and poverty. Impacted people have less money
to spend in their local economy and sometimes
have to turn to expensive government programs
like food stamps to make ends meet.

W e have a national teacher
shortage, but the GPO and WEP
discourage people from entering/
staying in the profession.

« Individuals v/ho worked in other careers are
less likely to want to become teachers if doing
so will mean a loss of earned Social Security
benefits. The GPO and WEP are also causing
current educators to leave the profession, and
students to choose courses of study other than
education.

« Non-Social Security states are going to find it
increasingly difficult to attract quality educators
as more folks learn about the GPO and WEP.

The GPO and WEP don’t only
impact educators - other public
employees like police officers
and firefighters are hurt.

« We should respect, not penalize, public service.

im m ediate action.

Congress should pass legislation thatwould

completely repeal the GPO and WEP.

nea

NATIONAL EDUCATION ASSOCIATION
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Real Stories from Real People - An educator from Texas

Quick Links

SEND
CONGRESS A
MESSAGE

W hat are the
GPO and WEP?

Coalition Partners

Congressional
Leaders

2003 Supporters
-House
-Senate

2002 Supporters
History
How to Fix It

Impact on
Education

Impact on
Individuals

Non-Social
Security States

Real Stories
Take the Quiz
Talking Points

Testimony Before
Congress

What can | do?

Who is Affected

Page 1o0f 1

Real Stories from Real People Affected by the GPO and
WEP

| worked both as a teacher and as a Registered Nurse and | have paid fully

and completely into both Social Security and my teacher's pension fund for
retirement.

I will be penalized unjustly in my own Social Security benefit for naving

worked as a teacher. The offset is much greater when they take away your
justly earned Social Security.

We need teachers and we need nurses. Must | live in poverty In my

retirement uecause | worked hard in both these areas but will only be
compensated for one?

- An educator from Texas

Click here for next story

Click here to return to Real Stories from Real People

rvetf
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Respect Public Service!

Repeal the Government Pension
Offset and Windfall Elimination Provision

W hat are the Government
Pension O ffset and W indfall

Elimination Provision?

The Government Pension Offset (GPO) reduces
public employees' Social Security spousal or
survivor benefits by two-th* Tmof their public
pension. The Windfall Ei*> . ation Provision
(WEP) reduces the earned Social Security bene-
fits of an individual who also receives a public
pension from a job not covered by Social
Security.

The GPO affects people who work as federal,
state, or iocal government employees, including
educators, police officers, and firefighters, if
the job is not covered by Social Security. The
WEP affects people who worked in jobs not
covered by Social Security and in jobs in which
they earned Social Security benefits - such as
educators who do not earn Social Security in
the public schools, but who work part-time or
during the summer in jobs covered by Social
Security. The WEP also affects people who
move from a job in which they earn Social
Security to a job, such as teaching, in which
they do not.

W hy Should these Offsets Se
Repealed?

The offsets penalize people who have dedicat-
ed their lives to public service by taking away
benefits they have EARNED. Nine out of ten
public employees affected K the GPO lose
their entire spousal benefit, even though their

spouse paid Social Security taxes for many
years. The WEP causes hard-working people to

lose up to sixty percent of the benefits they
earned themselves.

This is a national problem —there are affect-
ed people in ah states. The impact of the GPO
and WEP is not just felt in those states in which
public employees are not covered by Social
Security. Because people move from state to
state, there are affected individuals everywhere.
The number of people impacted across the
country is growing every day as more and more
people reach retirement age.

The loss of income forces some people into
poverty. Some 300,000 individuals lose an
average of $3,600 ayear due to the GPO - an
amount that can make the difference between
self-sufficiency and poverty. Imparted people
have less money to spend locally and some-
times have to turn to expensive government
programs like food stamps to make ends meet.

We have a national teacher shortage, but the
GPO and WEP discourage people from enter-
ing/staying in the profession. Individuals
who worked in other careers are less likely to
want to become teachers if doing so will mean
a loss of earned Social Security benefits. The
GPO and WEP are also causing current educa-
tors to leave the profession, and students to
choose courses of study other than education.
Non-Social Security states are going to find it
increasingly difficult to attract quality educators
as more folks learn about the GPO and WEP.

Please support legislation to repeal the GPO and WEP.

nea
NATIONAL EDUCATION ASSOCIATION

Www.nea.org
Making Public Schools Great for Every Child

NEA Government Relations 202-822-7300
www.nea.org/lac/socsec
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Examples of Impact

A teacher from Texas:

ff" Martha began working as a teadier in 1978,

rafter working for many years in the private sec-
tor. Based on her eamings, she was told she
would be eligible for $415 a month in Social
Security in addition to her monthly teaching pen-
sion of $1423. Martha's husband also worked in
the private sector and paid into Social Security.
Based on his eamings, Martha should have been
eligible for $970 in widow's benefits. However...

Impact of the WEP:
A loss of $209. Because of the WEP,
Martha has been notified that her own
earned Social Security benefits will be

reduced to $206, a loss of $209 each
month.

Impact of the GPO:
A loss of over $900 a month. Martha has
also been told that, should she outlive
her spouse, her widow's benefits would
be reduced by 2/3 of her public pension,
or by $949 a month. ($1423 X2/3 =
$949). Therefore, her $970 benefit would
be reduced to only $21 a month.

A teaching assistant from

Colorado:

Stella worked for over 20 years in the Colorado
public school system. She receives a monthly
pension of $637. Her husband worked in the pri-
vate sector, paying into Social Security for 50
years. After her husband's death, Stella expected
to receive $520 a month in survivor benefits.
However...

Impact of the GPO:
A loss of $424 a month. The GPO
reduced Stella's survivor benefits by 2/3
of her public pension. ($637 X 2/3 =
5424). As a result, Stella only receives
596 a month in Social Security. Her total
monthly income is $733, instead of the
51157 she would have gotten if not for
the GPO.

nea
NATIONAL EDUCATION ASSOCIATION

WWW.Nnea.org
Making Public Schools Great for Every Child

A school bus driver from

Georgia:

Debbie worked for several years in the private sec-
tor and then for 14 years as a school bus driver.

She expected to receive a monthly Social Security
benefit of $600. However...

Impact of the GPO and WEP:
A loss of over $500 a month. Debbie's
actual Social Security benefit is only $61 a
month because of the GPO and WEP.

A teacher who moved from

Oklahoma to California:

Bob worked for many years in Oklahoma in
jobs covered by Social Security before moving
to California and becoming a teacher. He was
informed by the Social Security Administration
that he would receive approximately $360 a
month based on his earlier eamings in the
private sector. However...

Impact of the WEP:
A loss of $183 a month. When he retired,
Bob discovered his Social Security benefit
was reduced to $172 a month because of
the WEP. Bob calculates he loses $2196 a
year, and will have lost nearly $11,000 by
October 2002.

A new teacher in Maine:

Paul changed careers when he left the military
and is now teaching high school math.
However...

Impact of the WEP:
Loss of a good teacher. Because he has
learned that the WEP will dramatically
reduce the Social Security he earned if he
remains a teacher, Paul does not intend to
stay in the teaching profession.

NEA Government Relations 202-822-7300,
www.nea.org/lac/socsec

January 2003
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DATE: 2/11/04

Health, Education and Social Services Committee considered

SENATE COMMITTEE REPOR | '
FURTHER:

DATE TURNED -
INTO OFFICE: T-- 13 .0H

CSfor housejointresolution no. 30(Sta) am

HJR 30 ELIMINATE SOCIAL SECURITY OFFSET

Relating to supporting the repeal of the Government Pension Offset and the Windfall Elimination Provisions

from the Social Security Act.

and recommends:
] be replaced with
] adopt previous _
] attached amendment(s)
] adopt Letter of Intent by
1 further referral to
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