Effect of Government Pension Offset and/or the Windfall Elimination Provision





1. Government Pension Offset (GPO)


Some or all of an employee's spousal Social Security benefit may be offset if the employee has a government pension from work not covered by Social Security.  The GPO does not apply to the employee's own Social Security benefit, only the benefit derived from a spouse's employment.  If the GPO applies, the spousal Social Security benefit will be reduced by two-thirds of any Federal pension derived from employment not covered by Social Security.  Employees automatically covered by FERS, CSRS Offset employees, and employees who elected to transfer to FERS on or before December 31, 1987, or during the belated transfer period ending June 30, 1988, are exempt from the GPO.  CSRS employees who elect FERS coverage after June 30, 1988, will need 5 years of Federal employment covered by Social Security to be exempt from the GPO.





2. Windfall Elimination Provision (WEP)


For employees who receive a Federal pension and also are eligible for Social Security benefits based on their own employment record, a different formula may be used to compute their Social Security benefit.  This formula will result in a lower benefit.  The WEP affects workers who reach age 62 or become disabled after 1985 and are first eligible after 1985 for a Federal pension.





The WEP formula does not apply if:


• The employee was eligible to retire from Federal service before January 1, 1986; or


• The employee was first employed by the Government after December 31, 1983; or


• The employee has 30 or more years of substantial earnings under Social Security.





NOTE: Employees must contact their local Social Security office to determine the effect of the Government Pension Offset and/or the Windfall Elimination Provision on their Social Security benefits.  How to Estimate the Reduction in Social Security Benefits Resulting


from the WEP Upon request by an employee (using form SSA-7004), the Social Security Administration will send a Personal Earnings and Benefits Estimate Statement (PEBES) that will list the employee's earnings in employment covered by Social Security and provide a Social Security retirement benefit estimate assuming retirement at alternative ages -- 


62, 65 and 70. The benefit estimate is based on the person's own estimate of his or her future annual earnings in employment covered by Social Security.





The following table shows how the PEBES benefit estimate for a person reaching age 62 in 1996 or later can be adjusted to reflect the WEP in most cases by subtracting a specified amount from the age-62 or age-65 benefit estimate. The amount to be subtracted depends on the number of years of "substantial" Social Security earnings the employee will have acquired by the time he or she begins to receive Social Security benefits.








Years of Substantial Earnings�
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30 or more


29


28


27


26


25


24


23


�



$ 0


18


36


54


71


89


107


125�



$ 0


22


45


67


89


112


134


156


�
�



These amounts apply only to PEBES generated in 1996. To use PEBES generated in subsequent years, these amounts need to be adjusted by the increase in average wages in the economy - currently estimated to be about 5 percent per year. Thus, to use with PEBES generated in 1997 and later, increase the amounts shown by about 5 percent and for each subsequent year after.


