United States Government Accountability Office

GAO Report to Congressional Requesters
April 2005 SOCIAL SECURITY
STATEMENTS

Social Security
Administration Should
Better Evaluate
Whether Workers
Understand Their
Statements

Accountability * Integrity * Reliability

GAO-05-192



i
g GAO
Accountability- Integrity- Reliability

Highlights

Highlights of GAO-05-192, a report to
congressional requesters

Why GAO Did This Study

The Social Security Statement is
the federal government’s main
document for communicating with
more than 140 million workers
about their Social Security benefits.
By law, the statement must show
an individual’s annual earnings,
payments into Social Security and
Medicare, and projected benefits.
The Social Security Administration
also uses the statement to explain
the various types of Social Security
benefits and to encourage greater
financial planning for retirement.
GAO conducted a review to
examine (1) how well recipients
understand the current statement,
(2) how the Social Security
Administration is evaluating the
statement’s understandability, and
(3) the promising practices used by
private sector companies and other
industrial countries. GAO’s
information was obtained from its
national survey and focus groups of
statement recipients, a firm that
evaluates benefit statements,
officials from three other countries
(Canada, Sweden, and the United
Kingdom), and other experts from
the private sector.

What GAO Recommends

GAO recommends that the Social
Security Administration (SSA)
develop a plan for regularly
evaluating the statement with data
from a variety of sources. The
Social Security Administration
should use the resulting
information to determine what
changes, if any, need to be made in
the statement’s format and content.
SSA agreed with our

recommendations.
www.gao.gov/cgi-bin/getrpt?GAO-05-192.

To view the full product, including the scope
and methodology, click on the link above.
For more information, contact Barbara
Bovbjerg at (202) 512-5491 or

bovbjergb @gao.gov.

SOCIAL SECURITY STATEMENTS

Social Security Administration Should
Better Evaluate Whether Workers
Understand Their Statements

What GAO Found

Participants in our review identified both strengths and weaknesses in the
current statement’s understandability. Many respondents to GAO’s national
survey recalled receiving a statement, but had little recollection of some
components, for example, the information on Social Security’s future. Focus
group participants provided more detailed information; they found the
statement to be comprehensive but less well presented than a comparison
statement they also reviewed. A firm that evaluates benefits statements had
similar conclusions. The firm rated the quality of primary content and said
the general understandability of the statement favorably compared with that
of other statements, but use of design to help convey information and quality
of secondary content fared less well.

The Social Security Statement’s Evaluation Scores Compared with Industry Average Scores

Criteria

|89

Quality of primary content [81

Understandability

Absence of undesirable |76
design features ] 93

Presence of desirable |43
design features | 80

| 45
| 51
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Percentage of maximum total points achievable

I:] Social Security Statement I:I Industry average

Source: GAO presentation of Dalbar’s data.

Quality of secondary content

The Social Security Administration’s current evaluation of the statement’s
understandability is limited because it does not include focus groups or data
from the agency’s many public contacts. For feedback, the agency relies
almost exclusively on an annual survey covering many aspects of the Social
Security program. Its questions about the statement are general and change
each year, limiting their effectiveness. The agency also does not routinely
use data collected from such sources as its telephone call centers, walk-in
traffic, or Web site to help determine whether the statement is meeting its
goals.

Private sector experts and countries GAO studied use several practices the
Social Security Administration may find helpful, such as regularly gathering
feedback from statement recipients, customizing messages for different age
groups, and changing statements every few years to keep readers interested.
They also tended to design their statements in ways GAO’s focus groups
preferred—for example, putting the most important information at the start.
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Social Security, the nation’s largest federal program, touches the lives of
virtually all the nation’s citizens. It provides a measure of economic
security and financial stability by providing retirement, disability, and
survivorship benefits. The Social Security Administration (SSA) provides
benefits information as well as other related information on an annual
statement to virtually all American workers. The Social Security Statement
(the statement) represents one of the federal government’s largest efforts
to communicate directly with workers about their Social Security benefits.
In 2003, SSA mailed statements to more than 140 million people at a cost
of approximately $45 million. Because the statement is mailed to so many
homes, the Social Security Advisory Board recommended in 1997 that it
should be one of the highest priorities of the agency and receive careful
and high-level attention with respect to content and design.' Since then,
SSA has made some significant revisions, based in part on our work, to
improve the statement’s clarity and understandability.” In 2000, the Social
Security Commissioner testified that the statement is the most significant
vehicle that SSA has to increase the public’s understanding of the basic

"The board is independent and bipartisan and advises the Commissioner of Social Security
on policies related to the Social Security and the Supplemental Security Income programs.

’GAO, SSA Benefit Statements: Well Received by the Public but Difficult to Comprehend,
GAO/HEHS-97-19 (Washington, DC: December 5, 1996), and GAO, Social Security:
Providing Useful Information to the Public, GAO/T-HEHS-00-101 (Washington, DC: April
11, 2000).
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features of Social Security and enable Americans to prepare for long-term
financial security.

The individualized nature of the statement and the diverse population it
serves make developing a clear and understandable document a complex
process. Statements must correctly list each individual’s annual earnings
history as well as future projections of retirement, disability, and
survivorship benefits. The statement must also be understandable to an
audience that varies considerably in age, educational level, and cultural
background. In addition, the production and evaluation of the statement
involve several SSA offices and contractors. Further, the statement may be
taking on added importance as a tool for communicating to the public
potential changes in Social Security. With the baby boom generation’s
forthcoming retirement, longer life spans, and lower birthrates, Social
Security’s financing shortfall will grow. The President has identified the
reform of the Social Security system as a major agenda item for his
administration, and if reform is enacted, educating the public about any
program changes and how they will affect benefits will likely be a high
priority for SSA.

Given the statement’s importance, you asked us to review SSA’s efforts to
ensure its understandability and to do so in the context of what
information private sector employers are providing to their employees and
what other industrialized countries provide to citizens about their public
pension plans.” Specifically, our objectives were to address (1) how well
recipients understand the current statement, (2) how SSA is evaluating the
statement’s understandability, and (3) the promising practices used by
private sector companies and other industrialized countries that could be
used by the Social Security Administration. In addition, you asked us to
review a person’s legal rights to benefits. Appendix I summarizes the
applicable caselaw regarding an individual’s rights to Social Security
benefits.

To answer the above questions, we collected data from a wide variety of
sources. We assessed the statement’s understandability and usefulness in
conjunction with a GAO national random telephone survey on financial

®Private sector defined benefit plans (plans that promise to provide a benefit that is
generally based on an employee’s salary and years of service) are required to furnish plan
participants, upon request, a statement of their accrued benefits and total nonforfeitable
pension benefits, if any, which have accrued, or the earliest date on which benefits become
nonforfeitable.
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Results in Brief

literacy. We also contracted with a private market research firm,
OneWorld Communications, to conduct six focus groups that reviewed the
statement’s content and design and compared them with those of a private
sector benefit statement. These focus groups were held in Seattle,
Chicago, and Atlanta and were balanced for age, gender, and ethnicity. We
also contracted with a nationally recognized benefit statement evaluation
firm, Dalbar Inc., to evaluate and score the statement based on the firm’s
criteria for private sector benefit statements. We interviewed SSA officials
to discuss their procedures for evaluating the statement. To gather data
about private sector benefit statements and statements used by other
industrialized countries, we interviewed private companies that specialize
in benefit statement preparation and distribution as well as public pension
officials in Canada, Sweden, and the United Kingdom. To determine the
legally required information in both the Social Security Statement and
private pension benefit statements, we reviewed applicable laws. We also
analyzed caselaw on legal rights to benefits under the Social Security
program. Appendix II explains the scope and methodology of our work in
greater detail. We conducted our work between March 2004 and March
2005 in accordance with generally accepted government auditing
standards.

The respondents to our survey, as well as the focus group participants and
the benefits consulting firm that we asked to review the statement,
identified both strengths and weaknesses in its understandability. About
66 percent of people responding to our survey remembered receiving the
statement, though some parts—for example, the benefit estimates and
earnings history—tended to be remembered much more than the
information about Social Security’s future. Focus group participants
generally found their earnings history and benefit estimates
understandable and useful. However, they found some of the other
information confusing or contradictory—for example, the role credits play
in determining benefit eligibility and the role earnings play in calculating
benefits. To be eligible for benefits, workers must have earned enough
income over their working lifetimes to qualify for at least 40 credits.*
However, once eligible, the worker’s actual benefit is not determined by
credits but by a measure of lifetime earnings.” Many focus group

*A total of 4 credits can be earned in each year. In 2004, 1 credit was awarded for each $900
of wages or self-employment income.

’In calculating retirement benefits, SSA averages an individual’s 35 highest years of
earnings.
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participants were still confused about these complex concepts after
reading their statements. They were also confused about the statement’s
explanation of Social Security’s solvency challenges. When participants
were asked to compare the Social Security Statement with a private sector
benefit statement, many found the Social Security Statement more
comprehensive in scope but lacking in helpful design features, such as the
use of color and graphics. Some participants also preferred the private
sector statement’s presentation of the need for supplemental income in
retirement. The benefits consulting firm that reviewed the statement gave
it a communication effectiveness score of 65 out of 100, which fell below
the industry average score of 73. The firm found that the statement was
strong in its presentation of benefits and use of plain language but could
be improved through better design, targeted messaging, and more
information on income needs in retirement.

SSA’s current methods of evaluating the statement are limited. To date,
SSA has evaluated the statement primarily through an annual survey of the
general public. This survey is conducted for many other purposes besides
evaluating the statement, and the survey’s questions specifically about the
statement have been general and have changed from year to year.
Assessing the statement through this limited approach may not provide the
depth and detail needed to comprehensively assess the statement’s
understandability. Also, while SSA collects and analyzes a variety of data
about its services, it is not systematically collecting any data from internal
sources, such as the customer call centers, walk-in traffic, and its Web site,
about whether the statement is understandable or meeting its goals. For
example, although correction of inaccurate earnings records is a goal of
the statement and SSA officials reported that they corrected 360,000
earnings records in 2003, no data were collected to determine how many
corrections resulted from receiving a statement.

Private sector benefits consultants and other industrialized countries
utilize several promising practices that may be helpful to SSA, such as
regularly gathering feedback from statement recipients and utilizing
customized messages. All of the consultants and officials from other
countries that we spoke with regularly and systematically collect feedback
from recipients regarding the usefulness and understandability of their
statements. For example, officials from Sweden told us that they utilized
what they called “hot surveys,” which are surveys that are sent out within
a month of when the statement is sent to specifically assess the usefulness
and understandability of the statement. This survey technique allows the
recipients to give feedback about the statement while their impressions
regarding the statement are relatively current. Benefits consultants and
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Background

other countries also utilize customized messages that differ depending on
the age of the recipient. For example, officials in the United Kingdom told
us that younger workers receive messages emphasizing the importance of
starting to save for their retirement early in their careers and workers
closer to retirement receive messages regarding how to maintain their
current lifestyle, including increasing personal savings and working
longer. Officials at both the consulting firms and in other countries told us
that workers are more likely to read and remember information that is
relevant to them. Finally, consulting firm officials told us that regularly
modifying the statement’s appearance could help make the statement
more effective, since recipients would be less likely to assume that they
are receiving the same old statement year after year.

This report contains recommendations for executive action. SSA should
develop a plan for regularly evaluating the statement through the
collection of data from multiple sources, including information from
surveys, focus groups, call centers, walk-in traffic, and the Web site. On
the basis of data it receives and a review of promising practices in the
private sector and other countries, SSA should consider revising the
statement to include showing the personalized benefit information first
and using more graphics. In its response to our draft report, SSA agreed to
develop a plan for regularly evaluating the statement and will consider
revising the statement as appropriate and necessary. (SSA’s comments are
reproduced in app. VI.)

SSA is required by law to provide annual statements with benefits and
earnings information to individuals over the age of 25 who have a Social
Security number and have wages or earnings from self-employment.’ The
law requires each statement to contain the following:

an estimate of the potential monthly Social Security retirement, disability,
survivor, and auxiliary benefits and a description of the benefits under
Medicare;’

the amount of wages paid to the employee or income from self-
employment;

%42 U.S.C. 1320b-18.

"The law requires that only the statements sent to people aged 50 and older contain actual
benefit estimates, but SSA provides benefit estimates regardless of age.

Page 5 GAO-05-192 Social Security Statements



an estimate of the individual’s aggregate taxes paid to Social Security; and
an estimate of the individual’s aggregate taxes paid to Medicare.

Appendix III contains an example of the current statement with the legally
required information highlighted.

The requirement to mail the statements was phased in beginning in fiscal
year 1995, when SSA was required to mail the annual statement—then
named the Personal Earnings and Benefit Estimate Statement (PEBES)—
to all workers age 60 and older. In addition to the informational
requirements, Congress required SSA to send the annual statement to
selected age groups of workers not receiving benefits and for whom a
mailing address can be determined. Starting in fiscal year 2000, SSA was
required to mail the annual statement, now called the Social Security
Statement, to workers age 25 and older. However, SSA officials decided to
mail a larger number of statements earlier than fiscal year 2000 to phase in
the added workload over several years. The accelerated schedule began in
fiscal year 1996, when SSA added individuals turning 58 and 59. In
subsequent years, SSA added increasingly younger people until people as
young as 25 began receiving the statement in fiscal year 2000.° These
statements are generally mailed about 3 months before the worker’s
birthday.

The current Social Security Statement has evolved over several years. The
initial PEBES was a six-page document and contained information such as
the worker’s earnings record, benefits estimates and a question-and-
answer section about Social Security. However, in a previous report, we
found that PEBES did not clearly communicate the complex information
that workers needed to understand about SSA’s programs and benefits.” In
response, SSA made significant changes to the format and presentation of
the PEBES, tested a four-page Social Security Statement in 1997, and
began mailing it to the public in October 1999. The newer statement was
shorter, better organized, and easier to read than the PEBES, but our
follow-up review in 2000 identified some remaining rough spots. The
January 2005 statement retains the four-page organization of the 1999
statement and generally used green underlining to highlight the page
headings for each page of the statement. Although the statement has

The Social Security Statement replaced PEBES in fiscal year 2000.
’See GAO/HEHS-97-19.
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evolved over the years, some information in the statement has been
included since it was first mailed to the public, such as the description of
Social Security programs and the financial future of Social Security,
including the long-term financial challenges that the system faces. To
complement the statement, SSA created a special one-page insert for
workers age 55 and older that was first mailed in October 2000. This insert
is mailed with the statement and provides information to assist workers in
making decisions about when to retire.

In addition to complying with the legal requirements, SSA has established
three agency goals for the statement—to educate the public about benefits
under SSA programs, to aid in financial planning, and to ensure the
worker’s earnings records are complete and accurate. SSA believes that its
statement is providing useful information to the general public. The
following goals have remained constant since 1995, when SSA began
designing earlier versions of the statement:

To educate the public about SSA programs, the statement contains
information about Social Security benefits. The statement provides
information about various benefits, including retirement, disability, family,
and survivor benefits.

To aid financial planning, the statement contains information about
planning for retirement. For example, the statement says that Social
Security was never intended to be the only source of retirement income
and that an individual needs other savings, investments, pensions, or
retirement accounts to ensure having enough money to live comfortably.
The statement also contains information about working and still receiving
Social Security retirement benefits and makes reference to an SSA booklet
to help determine the best time to retire.

To verify earnings, the statement asks the worker to review the earnings

information and make certain that the information is complete because
Social Security benefits are based on earnings.
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Statement Found to
Have Both Strengths
and Weaknesses in Its
Understandability

The respondents to our survey, as well as the focus groups and the
benefits consulting firm we asked to review the statement, identified both
strengths and weaknesses in its understandability. Our survey provided
general information about the statement in terms of how many people
recalled receiving it and what types of information they remembered.
Specifically, about 66 percent of survey respondents remembered
receiving their statement."” However, more respondents remembered
seeing the statement’s personalized information, such as benefit estimates
and earnings history, than remembered seeing the more generic
information. Feedback from the focus group participants provided
detailed insight about the areas of the statement they understood and how
confusing information might be improved. For example, focus group
participants generally found their earnings records and benefit estimates
understandable and useful but had difficulty with information about how
the program operated and what its long-term prospects were. When
participants were asked to compare the Social Security Statement with a
private sector benefit statement, many found the Social Security Statement
more comprehensive, but they preferred many aspects of the private
sector statement. In particular, participants liked the private sector
statement’s use of color and graphics. The benefits consulting firm, which
evaluated the statement against the industry’s best practices, scored it
lower than the industry average for defined benefit statements. Officials
from the firm said the statement was strong in its presentation of benefits
and use of plain language but could be improved through better design,
targeted messaging, and more information on income needs in retirement.

What Works Well in the
Statement?

A majority of respondents in our national survey indicated a familiarity
with the statement and could recall the personal information it contained.
Our national telephone survey asked respondents if they remembered
receiving a statement, whether they recalled specific sections of the
statement, and how understandable and useful they found each section.
Survey results indicated that approximately 66 percent of respondents
who were eligible to receive a statement remembered receiving it."" Of the

10Percentage estimates for respondents in our survey are based on a sample and are subject
to sampling error. Unless otherwise noted, estimates from our survey have 95 percent
confidence intervals of plus or minus 5 percentage points of the estimate. See appendix II
for more information.

11Sixty—four percent of respondents remembered receiving their statement. Those who did
not remember or who did not know or were unsure were prompted with a further
description of the statement. Fourteen percent of those who were prompted then
remembered receiving the statement.
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five sections of the statement—explanation of Social Security benefits,
estimated monthly benefits upon retirement, earnings per year, general
facts about Social Security benefits, and the statement on the future of
Social Security—the section on earnings per year was, we believe, the
easiest for most people to understand.”

The six focus groups conducted by our focus group moderator generally
reported that except for several key items that were confusing or hard to
understand, the information presented in the statement was
understandable. These groups, composed of people of various ages and
educational backgrounds, were instructed by the moderator to carefully
read each page of the statement, which participants admitted is less likely
to happen when they receive the statement in the mail. Participants found
the benefit estimates and earnings history understandable and frequently
commented that it was the information they were most likely to look at
when they received the statement in the mail.” Some of the older
participants found the benefit estimates particularly useful, since their
estimates were based on a longer earnings history and were likely to be
more accurate than those for younger participants with fewer work years.
Participants appreciated the opportunity to review their earnings history,
and many said they would follow the directions in the statement and call
SSA’s 800 number if they discovered errors. Many participants found the
total amount of Social Security and Medicare taxes they paid to be
understandable.

Several of these themes were echoed by the benefits consulting firm we
asked to evaluate the statement. This firm, which specializes in evaluating
the effectiveness and consistency of written materials from financial
services institutions to their customers, reviewed and scored the
statement based on the firm’s standardized criteria. The firm gave the
statement an overall score of 65 out of 100 based on these criteria. By
comparison, the average score of private sector statements in the firm’s
database was 73. The firm identified the statement’s strengths as

being written in easy-to-understand language;

This result is statistically significant even after accounting for the multiple comparisons
that can be made between proportions across the five sections. For more information see
appendix II.

BWorkers who do not have 40 credits do not receive benefit estimates but are told how
many credits they have and how many they will need before they become eligible for
benefits.
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providing benefit estimates for different retirement ages as well as for
disability and survivorship;

identifying the statement’s source and purpose;
providing the personal data used to calculate benefits, such as date of

birth and earnings record, so recipients can check information for
accuracy

What Does Not Work Well?

The survey respondents who remembered receiving a statement varied
considerably in the extent to which they remembered the different types
of information that SSA was trying to communicate. For example, of the
people who said they remembered receiving a statement, about one-fifth
remembered seeing all the major areas of information on the statement. As
table 1 shows, of all the statement’s information, respondents least
remembered the information on the future of Social Security.

____________________________________________________________________________|
Table 1: Percentage of Survey Respondents Who Remembered Elements of the
Social Security Statement

Percentage of respondents

Element of the statement who recalled seeing the element
Explanation of Social Security benefits 84
Estimated monthly benefits upon

retirement 90
Earnings per year 84
General facts about Social Security

benefits 64
The statement on the future of Social

Security 29

Source: GAO survey data.

Many focus group participants identified some of the statement’s
information about the Social Security program as confusing. In some
cases, participants did not understand the actual meaning of a word or
phrase, such as “actuary” and “intermediate assumption” (see fig. 1 for the
sentence in which the terms appear). Also, the meaning of the phrase
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“compact between generations,” used to describe the pay-as-you-go nature
of Social Security, was unclear to many."

. ____________________________________________________________________________|
Figure 1: Examples of Technical Terms That Focus Group Participants Found
Confusing

Excerpts from current Social Security Observations by focus group
Statement participants

These estimates of the future financial

status of the Social Security program were

produced by the actuaries at the Social

Security Administration based on the

intermediate assumptions from the Social Some participants said they did not
Security Trustees’ Annual Report to the understand what these terms

Congress. / meant.
Social Security is a compact between

generations. For more than 60 years,
America has kept the promise of security
for its workers and their families.

Source: GAO representation of information from the 2004 Social Security Statement and focus group participants.

Besides not understanding certain terms, participants across the focus
groups also did not understand explanations of certain concepts discussed
in the statement. For example, many participants were confused about the
role of credits in determining their eligibility for retirement benefits versus
the role of earnings in determining their actual retirement benefit. As
figure 2 shows, these are very complex issues to explain in brief and
straightforward language. While SSA has made changes to improve
explanations of concepts, our focus group results suggest there is a need
for further refinements. Finally, information that applies only to certain
groups of workers confused some participants. For example, a couple of
participants questioned whether they needed to request the free
publication about the windfall elimination provision because the
statement’s description of this publication is listed with other publication

14Pay—as—you—go means the taxes paid by today’s workers and their employers are used to
pay the benefits for today’s retirees and other beneficiaries.
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titles that pertain to all workers and the statement does not make it clear
that this provision primarily affects government workers."”

"The windfall elimination provision affects the calculation of retirement or disability
benefits if the worker received a pension from work where Social Security taxes were not
taken out of his or her pay. A modified formula is used to calculate the benefit amount,
resulting in a lower Social Security benefit.
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|
Figure 2: Excerpts of Explanations That Focus Group Participants Found Confusing

Excerpts from current Social Security Observations by focus group
Statement participants

Information from page 2 of statement

Your Estimated Benefits

To qualify for benefits, you earn “credits”
through your work — up to four each year. This
year, for example, you earn one credit for each
$900 of wages or self-employment income.
When you've earned $3,600, you've earned
your four credits for the year. Most people need
40 credits, earned over their working lifetime, to
receive retirement benefits. For disability and
survivors benefits, young people need fewer
credits to be eligible.

We checked your records to see whether you
have earned enough credits to qualify for

benefits. If you haven’'t earned enough yet to Although SSA provided an
qualify for any type of benefit, we can’t give you explanation of “credits” in the first
an estimate now. If you continue to work, we’ll paragraph shown here, many
give you an estimate when you do qualify. participants said they were still
confused about the difference
Information from page 3 of statement between credits and earnings
when SSA explained, in the last
Help Us Keep Your Earnings Record paragraph shown here, how
Accurate benefits are computed.

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

Remember, it's your earnings, not the amount
of taxes you paid or the number of credits
you've earned, that determine your benefit
amount. When we figure that amount, we base
it on your average earnings over your lifetime. If
our records are wrong, you may not receive all
the benefits to which you're entitled.

Source: GAO representation of information from the 2004 Social Security Statement and focus group participants.

The statement’s information about the financial stability of the Social
Security system was confusing and a source of concern for most focus
group participants. Virtually all participants said they were at least
generally aware that Social Security is facing fiscal challenges. Several
voiced concerns that their estimated benefits might not be available when
they are ready to retire, given the statement’s information about the
exhaustion of the trust funds and other caveats on future benefits, such as
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being estimated in today’s dollars and based on current law. Many also
found the reassurances on page 1 about Social Security being available
upon retirement followed by the information about it facing serious
financial problems to be contradictory (see fig. 3). The statement’s
explanation that Social Security will still be able to pay 73 cents for each
dollar of scheduled retirement benefits even though the trust funds will be
exhausted in 2042 confused many participants.'® While most participants
felt it was important to have information in the statement about Social
Security’s future insolvency, phrases such as “unless action is taken soon”
and “we will need to resolve these issues soon” did not provide the
information many felt they needed to understand the problem and what
personal action, if any, they were expected to take.

5Social Security is now taking in more money than it is paying out in benefits. The surplus
taxes are going into a trust fund, which will begin to be used around 2018 when benefits
will begin to exceed the amount of Social Security taxes collected. The trust funds will then
be used to help pay benefits until around 2042, at which time the trust funds will be
depleted. After that, Social Security taxes will only cover about 73 percent of beneficiaries
full benefits under the current system.
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Figure 3: Examples of Explanations That Focus Group Participants Found
Contradictory

Excerpts from current Social Security Observations by focus group
Statement participants

[Social Security] is there for you when you
retire, but it's more than a retirement
program.
Some participants found these

For more than 60 years, America has kept statements contradictory.
the promise of security for its workers and /
their families. But now, the Social Security

system is facing serious future financial

problems, and action is needed soon to

make sure that the system is sound when

today’s younger workers are ready for

retirement.

Unless action is taken soon to strengthen
Social Security, in just 14 years we will
begin paying more in benefits than we
collect in taxes. Without changes, by 2042

people working to pay all the benefits statements contradictory as well.
owed to those who are retiring. At that

point, there will be enough money to pay

only about 73 cents for each dollar of

scheduled benefits.

the Social Security Trust Fund will be

exhausted. By then, the number of

Americans 65 or older is expected to have

doubled. There won’t be enough younger Some participants found these

Source: GAO representation of information from the 2004 Social Security Statement and focus group participants.

The benefits consulting firm that evaluated the statement, like the focus
group participants, found the statement was weak in design and conveying
financial planning information. The firm designated the statement as good
and awarded it points in five standardized evaluation categories."” Figure 4
shows more specifically how this score was divided among the five. The
statement scored above or near the industry average in quality of primary
content and understandability. However, the statement scored below the
industry average in quality of secondary content and the two categories
related to design features.

"Dalbar designates statements that score 80 to 100 points as excellent, statements that
score 70 to 79 points as very good, and statements that score 60 to 69 points as good.
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. ___________________________________________________________________________|
Figure 4: Statement’s Evaluation Scores Compared with Industry Average Scores

Criteria

| 89

Quality of primary content |
81

|69
|70

Understandability

Absence of undesirable | 76
design features | 03

Presence of desirable | 43
design features | 80

Quality of secondary content

0 20 40 60 80 100
Percentage of maximum points achievable

|:| Social Security Statement
I:I Industry average

Source: GAO presentation of Dalbar’s data.

Specific reasons the statement lost points when compared with industry
best practices include the following:

The statement does not compare the retirement benefit with how much
income a person may need in retirement or offer suggestions and
strategies for meeting income goals through other sources of retirement
income.

The design does not clearly identify the most important information or
easily lead the reader through the document. For example, the retirement
benefit information is not prominent, and the statement uses multiple
styles of presentation within a single page.

Much of the statement is relevant to only certain groups of recipients, or if
relevant to all recipients, the information is not customized appropriately
for differing audiences. Irrelevant content can create confusion and
reduce readership.

The statement has some repetitive content and uses text instead of
graphics, such as charts and tables. It also contains numerical data, other
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than a citizen’s actual benefit, that may be confusing or result in a failure
to communicate critical information.

How Much Information Do
People Want?

The focus group participants had mixed opinions about the amount of
information the statement should contain. On the one hand, some
participants felt that the statement contained so much information that it
reduced their interest in reading it. These people claimed they generally
reviewed the information on pages 2 and 3—their benefit estimates and
earnings history—and filed the statement away. On the other hand, some
participants believed that the statement introduced certain issues but then
did not provide an adequate explanation. For example, some participants
wanted more information on survivorship benefits, specifically children’s
eligibility ages and whether statement estimates were per child or a total
amount for all children. Many participants wanted retirement benefit
estimates for additional ages, specifically 63, 64, and 66." Also, while
participants generally understood that the retirement age was rising, they
felt the information about the full retirement age for people born between
1938 and 1960 was missing. Finally, many participants had questions about
information presented early in the statement (for example, disability
benefits) that information on the statement’s last page answered. When
SSA redesigned the statement in 1999, it reduced the need for the reader to
flip to other pages to find related information. However, our focus group
responses suggest that more could be done in this area (see fig. 5).

The Social Security Statement currently provides retirement benefit estimates for 62, the
individual’s full retirement age, and 70.
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. ___________________________________________________________________________|
Figure 5: Example of Related Information Located in Different Parts of the

Statement
Excerpts from Current Social Security Observations by focus group
Statement participants

Information from page 2 of statement

Disability
You have earned enough $1,169 month
credits to qualify for benefits.

If you become disabled right
now, Your monthly benefit When participants read information
would be about . .. about their disability benefits,
some had immediate questions
about eligibility, but the information
/ they said they needed appeared

elsewhere.

Information from page 4 of statement

Disability—If you become disabled before
full retirement age, you can receive disability
benefits after six months if you have:

* enough credits from earnings (depending
on you age, you must have earned six to
20 of your credits in three to 10 years
before you become disabled); and

« a physical or mental impairment that’s
expected to prevent you from doing
“substantial” work for a year or more, or
result in death.

Source: GAO representation of information from the 2004 Social Security Statement and focus group participants.

To make the statement be most effective, the benefits consulting firm
recommended keeping the information on the statement brief and highly
relevant to the individual, with clear directions on how to get more
information. The firm recommended avoiding information attempting to
encompass all recipients, since the readers generally ignore such
information. For example, the message on page 1 that “Social Security is
for people of all ages” does not provide any specific information for the
individual. The firm defined the most important content as the benefit
estimates, factors that may affect benefit amounts, and points of contact
that can provide more information.

How Do People Want the When asked to compare the Social Security Statement with a private
Information Presented? sector statement, many focus group participants recognized that the Social
Security Statement had different and more complex information to
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convey, but they preferred the design of the private sector statement."” Our
focus group moderator asked participants to compare the Social Security
Statement with a private sector statement that had been rated as excellent
by the benefits consulting firm with which we contracted. The focus group
moderator asked participants to compare the two statements in terms of
length and presentation of information. Many participants favored the way
the private sector statement grouped information and used color and
graphics. Specifically, many liked the private sector statement’s use of a
colored pie chart illustrating what percentage Social Security and other
retirement savings will be required to replace current monthly salary.
(This chart is shown in fig. 6). Although the focus group participants
preferred the use of color in the private sector statement, they did not
discuss the likely higher costs associated with producing such statements.
Some participants may not have preferred the use of color in the statement
if the cost of producing such statements was significantly higher than
statements with little or no color.

Figure 6: Example of Chart in the Private Sector Statement

Your Estimated Pension and Social Security Monthly Benefit at age 65 is: $3,368.00
This pension benefit, along with Estimated Social Security, will replace about 81% of your projected annual pay.
37%

B Percentage replaced by this retirement plan
[ Percentage replaced by Social Security

[l Percentage needed to be replaced by your other savings
44% 19%

Source: Principal Financial Group.

What Specific Changes
Were Suggested?

One common theme that emerged in the suggestions made by the focus
groups and the benefits consulting firm was to use graphics to replace
text, making some information more quickly and easily understandable.
Specifically, the benefits consulting firm said that people are more likely
to scan numerical data than to read large amounts of text. Figure 6 above
shows a pie chart that is central to one of SSA’s goals for the statement—
aiding in financial planning. This chart was something that focus group
participants said they liked about the private sector statement, and the

“The private sector statement that focus group participants reviewed for comparison is
contained in appendix IV.
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benefits consulting firm recommended it as a way to provide more context
on income needs in retirement.

Some focus group participants also said they would like to see benefit
estimates for the ages of 63, 64, and 66 in addition to the ages in the
statement. Figure 7 shows how this information might be depicted. It helps
quickly communicate that working longer may result in a higher benefit.

. _________________________________________________________________________|
Figure 7: Potential lllustration Showing Monthly Social Security Retirement Benefit
by Age, from 62 to 70

If you started receiving ... your monthly benefit payment
benefits at this age . .. would be about this amount

70 | 1,504

69 | 1,489

68 | 1,384

67 | 1,278

66 | 1,189

65 | 1,101

64 | 1,012

63 | 044

62 | 82

0 250 500 750 1,000 1,250 1,500 1,750 2,000
Benefit payment (in today’s dollars)
Source: GAO presentation of SSA data.

Additionally, SSA is currently using graphics in its other publications to
illustrate many of the concepts explained with text in the statement. For
example, in its publication “The Future of Social Security,” SSA uses a
graphic to illustrate the demographic changes contributing to Social
Security’s financial insolvency (see fig. 8).
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. _____________________________________________________________________________|
Figure 8: Graphic Used by SSA to lllustrate Demographic Changes Affecting Social
Security

WORKERS PER BENEFICIARY DECLINING

—1960—
5 5.1 workers
REr —2003—
beneficiary 3.3 workers
par
4 beneficiary —2033—
2.1 workers
Per
; beneficiary

Covered Woarkers Per Beneficiary

UL

1980 1970 1980 1950 2000 2000 2020 2030 2040
Calendas Year

Source: SSA, “The Future of Social Security” January 2004.

In addition to suggesting replacing some of the statement’s text with
graphics, the focus group participants and benefits consulting firm made a
number of other specific recommendations about how to improve the
statement. On the basis of the participants’ comments, the focus group
moderator recommended design improvements to help readers more
quickly find and absorb information; the suggestions included combining
the information on pages 1 and 4 and moving the personalized information
on pages 2 and 3 to earlier in the statement because it is the information
most useful to participants. The benefits consulting firm recommended
improvements that focus on meeting recipients’ information needs,
increasing readership, minimizing unnecessary inquiries at SSA, and
increasing the savings rate among U.S. citizens. For example:

Provide contextual information about income needs in retirement.
For example, give recipients a retirement goal, such as 80 percent of
current income. Then show how much of that goal Social Security
provides and how much must come from other income sources.
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SSA’s Current
Evaluation of the
Statement’s
Understandability Is
Limited

Align the order of information with recipients’ priorities. For
example, move the retirement benefit information from page 2 to page 1
and add an “Important Changes to Your Benefits” section to the beginning
of the statement that documents any new changes to the recipient’s
calculation of benefits.

Target messages to keep information highly relevant to the
individual recipient. Specific messages could be based on whether the
person is receiving the statement for the first time, his or her age, or
potential changes to benefit calculations. For example, a 25-year-old
recipient may need information about how to begin saving instead of
information on how to apply for Medicare.

SSA has not identified any significant problems with the statement, but its
evaluation of the statement’s understandability is limited and may not be
identifying problems that exist. SSA has relied almost exclusively on
questions in its annual Public Understanding Measurement System
(PUMS) survey, which assesses how much adults know about Social
Security programs, guides SSA’s education and communication activities,
and gauges the awareness and effectiveness of the statement. Although
these survey results are generally useful, if they are used as the only
evaluation, they may not provide the depth and detail needed to assess the
understandability of each individual section of the statement. Past survey
questions about the statement have been very general, and the number and
types of questions have changed from year to year. Since the current
format was adopted in 1999, SSA has not used focus groups or other
means to obtain detailed participant views to evaluate the complete
statement. Additionally, while SSA collects a variety of data about its
services, it does not systematically collect data about the statement’s
understandability and how well the statement is achieving its goals from
internal sources, such as its customer call centers, walk-in traffic, and its
Web site.
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SSA Uses Survey to
Evaluate Statement, but Its
Survey Does Not
Effectively Identify
Problem Areas

Although the PUMS survey has been SSA’s primary tool for evaluating the
statement in 6 of the last 7 years, for several reasons it is difficult to
evaluate the statement’s understandability from the data SSA receives.”
First, the questions about the statement are very general, making it
difficult to obtain any detailed information. In its 2000 report, SSA’s
contractor for the PUMS survey recommended that SSA consider a
separate project that would address all aspects of the statement and track
customer satisfaction and use. However, while the 2004 survey asks
respondents if they remember certain parts of the statement, it does not
ask them if the information was understandable or useful.” Second, it is
difficult to identify trends in the survey responses because the number and
type of questions specifically about the statement have changed each year.
For example, from 1999 through 2001, the PUMS survey asked
respondents to rate the overall understandability of the statement, but
neither the 2003 nor the 2004 survey asked the same question. Similarly, a
question was added about satisfaction with the statement in the surveys
for 2000 and 2001, but this question did not appear in the 2003 or 2004
survey. SSA officials said they eliminated these questions because there
was a high percentage of positive responses, and because the statement
had not been markedly altered in recent years, they did not expect the
percentages would have changed significantly. Third, since the survey is
not conducted in conjunction with any particular mailing, respondents
may have received the statement months before being surveyed about its
contents and may not recall certain portions of the statement or even
remember receiving it. In 2003, 35 percent of survey respondents said they
did not receive a statement even though every eligible worker 25 and older
should have been mailed an annual statement since 1999. With over one-
third of survey respondents not receiving or not remembering they
received a statement, it is difficult to use survey results to fully assess the
statement.

“The PUMS survey was not conducted in 2002.

*'Results of the 2004 survey were not available at this writing.
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SSA’s Use of Focus Groups
for the Statement Has
Been Limited

Since the statement was first mailed to workers in 1999, SSA has not
conducted focus groups on the entire statement or its preferred format.”
The current four-page statement was originally developed with the aid of
focus groups and a national public opinion survey. The focus groups and
survey respondents were asked to review a (1) one-page prototype, (2) a
one-page prototype with a pamphlet, (3) a four-page prototype, and (4) a
self-mailer prototype.” SSA’s survey report indicates that all four
prototypes were an overwhelming improvement over the six-page PEBES.
However, no clear preference for a particular format emerged. The four-
page format was ultimately selected, as it had a higher clarity rating for
explanations of technical issues and the percentage of respondents with
questions was somewhat lower than for any other prototype. In addition,
respondents tended to indicate a preference for the four-page length. Since
the selection of the four-page format, SSA has not had any focus groups
reevaluate the entire statement. Additionally, SSA officials said they do not
have plans to use focus groups unless they are going to make major
changes to the statement.

SSA Is Not Examining
Data from Internal Sources

SSA is not systematically examining data from internal sources, such as its
customer call centers, walk-in traffic, or its Web site, about the statement’s
understandability or how well the statement is meeting its goals. SSA
officials said that informal feedback comes from its 800 number, the
employee suggestion program, and links on its Web site. However, SSA
does not track specific data about the statement from these sources. For
example, although correction of inaccurate earnings is one of SSA’s
primary goals for the statement, the agency does not have any way of
knowing or reliably estimating how many of the reported 360,000 earnings
records that were corrected in 2003 were corrected as the result of
receiving a statement. Additionally, SSA’s 2003 service quality report
indicated that the third most common reason people called the 800
number was because of the statement, but no data are available about the
specific reasons for the calls. Currently, SSA’s 800 number telephone
menu includes a selection option for people who are calling because they
recently received their statement. However, if callers choose the selection

#2SSA has conducted focus groups on other specialized topics relating to the statement,
such as creating an Internet PEBES (1998), revising the insert to the statement (2000),
creating age-specific messages for the statement (2001), and revising PUMS questions
(2004).

¥ A self-mailer is a mailing that is self-contained and does not require a separate envelope.
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Other Countries
Studied and Private
Sector Benefits
Consultants Use
Several Promising
Practices That May Be
Helpful to SSA

option for questions about their statement and then mention that they
found a mistake on their earnings history, SSA codes the call in the
earnings category without any documentation that it was originally
prompted by receipt of a statement. Similarly, while the SSA Web site
gives users the option of selecting the statement as the subject of an
inquiry, SSA does not formally review questions from the Web site about
the statement for trends.

Other countries we studied, as well as the private sector benefits
consultants we spoke with in this country, use several promising practices
that may be helpful to SSA to ensure that the statement is useful. All of
them regularly and systematically collect feedback from statement
recipients regarding the usefulness and understandability of their
statements. Many of them also utilize customized messages that differ
depending on the age of the recipient. Finally, many of the benefits
consultants recommended significantly modifying the statement every few
years so that recipients would be less likely to assume that it is exactly the
same statement that they received the prior year.

Other Countries We
Studied and Private Sector
Benefits Consultants
Regularly and
Systematically Gather
Feedback Regarding Their
Statements

Officials of the entities we studied use various systematic methods of
collecting recipient feedback to assess the understandability and
effectiveness of their benefit statements. For example, officials from
Sweden told us they use hot surveys, which are surveys that are sent out
within a month of when the statement is mailed, and ask questions
regarding the statement’s understandability and usefulness. They said the
results of these surveys have resulted in slight changes to their statements
each year and that before changes are made, they are tested in a focus
group. Swedish officials told us that this combination of surveys and focus
groups helps to improve understandability. Sweden also uses design
consultants from the private sector to make sure that its statements
conform to industry best practices.

The benefits consulting firms that we spoke with also attempt to assess
the understandability of their statements through participant feedback.
For example, one consulting firm includes a detachable postage-paid
survey card that asks a few questions regarding the participant’s
perception of the statement, including whether the participant found it to
be understandable. Although even good response rates for this type of
feedback mechanism are often no higher than 7 to 12 percent, the
feedback received served as an indicator as to whether or not the
statements were effective in meeting their objectives and provided insight
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into what changes could be made to improve their understandability and
usefulness.

Other Countries We
Studied and Private Sector
Benefits Consultants Use
Design Enhancements,
Customized Messages, and
Innovative Delivery
Options

Officials from benefits consulting firms told us that they increase the
usefulness of their statements by using white space, graphics, and colors,
as well as by ensuring that their statements are not too text-intensive. The
consultants told us their focus group participants found that the use of
white space and graphics made the statement easy to read. Officials from
Canada also told us about the importance of using white space as a way to
make the statement more effective, and they told us that one way they
maintain an ample amount of white space is by placing only the most
important information, such as earnings history and benefit estimates, on
the statement itself. Other, more supplemental information, such as
detailed information on the importance of saving for retirement, is
presented on inserts that are included with the statement. In addition to
including inserts, they also limit the amount of text on their statements by
providing the Web address and phone numbers that the recipient can use
to obtain additional information instead of trying to put this supplemental
information on the statement. Figure 9 shows an example of the type of
supplemental information that Canada includes in an insert to its
statement.

|
Figure 9: Example of Supplemental Information Included by Canada in an Insert

Taxes and your pension

Your CPP retirement pension is taxable. We will not deduct income tax from your
monthly payment unless you request it. Once we have approved your pension, we will
send you a letter stating the amount of your pension. It will give you information on
how to request tax deductions.

Source: Canada Pension Plan (Social Development Canada).

Benefit consultants also recommended keeping the statement simple and
providing supplemental information through other means. For example,
one benefits consultant limits the information on the statement itself only
to personal information, such as projected benefit amounts and vesting
status, and provides supplemental information through a Web site, which
is prominently advertised on each page of the statement. The benefits
consultants told us that their surveys and focus groups have indicated that
participants prefer a simple statement over a statement that is text-
intensive, as long as there are easily accessible resources available for
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further information. For SSA, using these design elements would probably
mean (1) less text and (2) greater reliance than at present on directing
recipients to the SSA Web site for additional information. However, SSA
recognizes that not all workers have regular and consistent access to the
Internet.

In addition to keeping the statement as simple as possible, most of the
benefits consulting firms that we spoke with echoed some of the
recommendations that our focus groups and contracted benefits
consulting firm made. For example, many of them said placing all of the
personal information, such as benefit projections and earnings history, at
the front of the statement is preferable to spreading it throughout the
statement. They said recipients are more likely to become interested in the
statement if the most personalized information is shown on the first page.
Consultants at one firm acknowledged that some recipients would simply
read the first page and disregard the rest, but they said they have found
that more people are likely to keep reading the information beyond the
first page once the personal information has gotten their interest.
According to the benefits consultants we spoke with, SSA could increase
the effectiveness of the statement by putting some, if not all, of the
personalized information toward the front of the statement and providing
additional resources for more information.

Benefits consultants in this country and agencies in other countries also
use customized messages that tailor their statements for each recipient.
For example, the United Kingdom provides different messages to workers
based on their age. Younger workers receive messages emphasizing the
importance of starting to save for their retirement early in their careers. In
contrast, workers closer to retirement receive messages regarding how to
maintain their current lifestyle, including increasing personal savings and
working longer. Officials in the United Kingdom told us that using these
customized messages increases the likelihood that the recipients will read
and understand the information contained on the statement since it is
more applicable to them. Providing information that is customized for
each recipient would represent a change for SSA, which currently provides
all recipients with information, such as the windfall elimination provision,
that is applicable to only a small number of individuals. The benefits
consultants that we spoke with told us that including information on a
statement that is not applicable to certain recipients could confuse the
recipients and cause them not to finish reading the statement or to wonder
if something is applicable to them when it is not. The benefits consultants
also told us that statement recipients are more likely to take action, such
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as saving more for retirement, if they can easily understand the statement
they receive.

Finally, these other producers of retirement benefit statements use various
innovative delivery methods. One involves customizing the length of time
between statements. For example, Canadian officials said that they
formerly provided their statements every year to all recipients but now
distribute their statements less often through what they call “smart
mailing” and have made their statement available for viewing at any time
over the Internet. Canada provides a statement only to individuals who
meet certain criteria, such as joining the workforce or turning a certain
age. For example, individuals who have just joined the workforce and have
made contributions to the public pension system receive a statement
welcoming them to the public pension system, providing them with limited
information about the system, and informing them about where to go for
further information. After this initial statement, workers would not receive
another one for 3 to 4 years, at which point they would receive a more
detailed statement that does provide a benefit estimate. Canadian officials
told us that their approach saved money, since postage is the majority of
each statement’s cost, and also was more effective in that when a
statement did arrive, recipients were more likely to read it.

Another idea for consideration came from several benefits consultants
that we spoke with, who said that when a statement is distributed
annually, periodically changing the statement’s appearance could help
make it more effective. One benefit consultant said annual distribution
was good in that people think about retirement savings so infrequently
that at least they would think about it once a year when the statement
arrived. However, another consultant told us that if the statement is
provided every year, its appearance should change so that recipients do
not assume that it is the same old statement and disregard it. Another
consultant suggested changing the appearance once every 3 years to keep
the statement looking current, and another consultant said that if the
statement is to be provided every year, SSA should include a “what’s new”
section on the first page that highlights any changes or additions to the
current year’s statement. The use of these practices would represent a
change for SSA, which has been sending relatively the same statement to
all eligible workers for the past 6 years. Subtle changes have been made,
such as the addition of another year of earnings history and slight changes
to the Commissioner’s message. However, the statement has looked
virtually the same from the front since 1999. According to the consultants,
recipients could get in the habit of expecting nothing new or fresh on the
statement and choose to disregard it.
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Conclusion

Recommendations for
Executive Action

Our work suggests that in using the annual survey as its only evaluation
method, SSA is limiting its ability to make well-informed and effective
improvements to the statement. Surveys do have value; our survey, for
example, did identify the general areas of the statement that were either
not recalled or were less understandable than other areas. It was people in
our focus groups, however, who provided a much more detailed
assessment of what specific information was confusing and how the
statement might be improved. Likewise, the assessment by an outside
specialist helped provide information about how the statement is
succeeding relative to statements from financial services institutions.

While SSA faces many challenges that private sector benefit firms do not
face in communicating about their programs, there are some practices in
both the private sector and other countries that, if adopted by SSA, could
improve the current statement. SSA has made improvements to the
statement in the past but has not comprehensively reevaluated it in
approximately 6 years, and key content areas remain confusing or are not
presented effectively. If key content areas of the statement confuse
workers, workers might not fully understand their benefits and the role
Social Security should play in their retirement planning. For instance, they
might rely too heavily on their Social Security retirement income and not
have enough personal savings to maintain their standard of living
throughout their retirement. Additionally, because the statement does not
utilize certain design features, such as placing personalized information on
the first page or presenting information graphically, some recipients may
not read the statement.

With the current debate on the long-term fiscal challenges facing Social
Security and the need to address them, the statement will likely become an
increasingly important tool for communicating how enacted changes to
the program will affect benefits. Regularly evaluating the statement
through multiple methods and making revisions to it will involve several
SSA offices. Therefore, our work suggests that developing and
implementing a plan for evaluating the statement and revising it based on
that plan will require attention from SSA’s senior leadership.

SSA should develop a plan for regularly evaluating the statement through
the collection of data from multiple sources, including information from
surveys, focus groups, call centers, walk-in traffic, and its Web site. On the
basis of the data it receives and a review of promising practices in the
private sector and other countries, SSA should consider revising the
statement. These revisions could include, for example:
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Agency Comments

showing the personalized benefit information first,

using graphics to aid readers in quickly comprehending information, and
providing information to help recipients understand Social Security’s
contribution to their total retirement income.

In commenting on a draft of this report, SSA agreed with our conclusions
and recommendations. By the end of fiscal year 2005, SSA anticipates
having a draft plan for regularly evaluating the statement. In addition SSA
will revise the statement when appropriate and necessary, and as a first
step, will utilize information from this report. We also received technical
comments from the agency that were incorporated as appropriate.
Appendix VI shows the agency’s comments.

We are sending copies of this report to the Commissioner of the Social
Security Administration, appropriate congressional committees, and other
interested parties. We will also make copies available to others on request.
In addition, the report will be available at no charge on GAO’s Web site at
http://www.gao.gov.

If you have any questions concerning this report please contact me at

(202) 512-7215 or George Scott at (202) 512-5932. Other contacts and
acknowledgments are listed in appendix VII.

Barbara D. Bovbjerg

Director, Education, Workforce,
and Income Security Issues

Sincerely yours,
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Appendix I: Court Rulings on Rights to Social
Security Benefits

The Precedent-Setting
Decision

Many people believe that after they have worked a lifetime and paid Social
Security taxes, they have earned a legal right to Social Security benefits
and that these benefits cannot be reduced or completely taken away from
them. They believe that they have a contractual or property right to these
benefits by virtue of their contributions to the system through the years.
However, as the cases discussed below show, the courts that have
examined this issue have ruled that people do not have a legal right to
these benefits and that Congress may change the rules regarding eligibility.
The courts have ruled that Congress has broad power to reduce, and even
terminate, an individual’s right to benefits.

After the passage of the Social Security Act in 1935, Congress has
occasionally amended the law to deny or reduce benefits to people who
had previously qualified for benefits. People adversely affected by these
laws brought cases in federal court challenging the constitutionality of
these laws. In deciding these cases, the federal courts have established a
framework for analyzing the constitutionality of the laws and have
discussed the extent to which individuals have legal rights to Social
Security benefits.

The first time the Supreme Court addressed this issue was in 1960 in the
case of Flemming v. Nestor, 363 U.S. 603. Nestor, an alien, immigrated to
the United States in 1913 and after working for a number of years became
eligible for old age benefits, which he began receiving in 1955. In 1956, he
was deported for being a member of the Communist Party from 1933 to
1939. Membership in the Communist Party became grounds for
deportation in 1940. The Social Security Act was amended in 1954 and
provided for the termination of old age benefits to an alien who is
deported after September 1, 1954."

Nestor challenged the law on two separate constitutional grounds. First,
he argued that he had an accrued property right to his Social Security
benefits and that the law violated the due process clause of the Fifth
Amendment. Second, he argued the termination of the benefits amounts to
an ex post facto law or a punishment without a judicial trial in violation of
Article I and Article IIT and the Sixth Amendment to the Constitution.

'42 U.S.C. § 402(n).
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The Fifth Amendment states that no person shall be deprived of life,
liberty, or property without due process of law, nor shall private property
be taken for public use without just compensation. In this case, the
Supreme Court held that Nestor had not been deprived of an “accrued
property right” under the due process clause of the Fifth Amendment. The
Court noted that entitlement to Social Security benefits is based on a
worker’s earnings record and not on taxes paid. The Court stated that a
worker’s non-contractual interest in benefits cannot be analogized to the
interest of the holder of an annuity, where the right to benefits is based on
contractual payments made. The Court also stated that to give individuals
an accrued property right would deprive the Social Security Act of its
flexibility to adjust to ever changing conditions. The Court relied heavily
on section 1104 of the original Social Security legislation, still in effect
today, in which Congress expressly reserves the “right to alter, amend, or
repeal any provision.” See 42 U.S.C. § 1304.

The Court went on to state that this does not mean that Congress may
modify the Social Security Act free of all constitutional restraint. The due
process clause bars the withholding of non-contractual benefits if the
statute manifests a patently arbitrary classification, utterly lacking in
rational justification. The Court analyzed the statute that terminated old
age benefits to deported aliens under this standard and concluded that it
was rational for Congress to conclude that the public purse should not be
utilized to contribute to the support of those deported. The Court
therefore upheld the constitutionality of the statute under the due process
clause.

The second issue raised was whether the termination of the benefits
amounted to an ex post facto law or a punishment without a judicial trial
in violation of Article I and Article III and the Sixth Amendment to the
Constitution. An ex post facto law punishes an individual for past conduct
that was not illegal when the conduct was engaged in. In this case, since
membership in the Communist Party was not grounds for deportation
when Nestor was a member, he argued that he could not be punished for
his membership. The Court held that it did not consider the termination of
Social Security benefits under these circumstances to have been intended
as punishment and set the standard that there must be unmistakable
evidence of punitive purpose before a congressional enactment of this
kind is struck down.

It should be noted that the case was decided by a five-four margin. Three

of the dissenters decided that the statute was unconstitutional because it
violated the due process clause of the Fifth Amendment by taking away
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Other Challenges
under the Due
Process Clause

earned insurance without just compensation. They stated that Social
Security benefits are an earned right, and people earning this benefit
should be able to rely on getting the benefits they paid for and have been
promised. Four justices concluded that the 1954 amendment was
unconstitutional because it imposes a punishment in violation of the
prohibition against ex post facto laws and without a judicial trial. Despite
this vigorous dissent, the majority decision is still the law today and serves
as precedent for challenges to changes in the Social Security Act.”

In the 1970s the Supreme Court decided two challenges to provisions in
the Social Security Act under the due process clause. In Richardson v.
Belcher, 404 U.S. 78 (1971), Belcher challenged a section of the Social
Security Act, which requires a reduction, or offset, in Social Security
disability benefits if the individual is also receiving state worker
compensation benefits.” He claimed that he was denied due process of law
under the Fifth Amendment because his benefits would not have been
reduced if he had received private insurance instead of worker
compensation. Citing the framework established under Nestor, the Court
held that there was a rational basis for the reduction based on receiving
worker compensation benefits, and it did not violate the due process
clause. The Court specifically stated that an expectation of public benefits
does not confer a contractual right to receive the expected amounts.

In the second case, Weinberger v. Salfi, 422 U.S. 749 (1975), Mrs. Salfi’s
husband of less than 6 months died and she filed for widow’s and child’s
benefits. She was denied benefits on the basis of the duration of marriage
requirements of the act that define widow and child so as to exclude
surviving widows and stepchildren who had relationships to the deceased
wage earner for less than 9 months.* Mrs. Salfi argued that since the
duration of relationship provision was intended to prevent the use of sham

®The Court’s decision was predicated, in large measure, on an examination of the purposes
underlying the Social Security Act as well as an examination of the way the program was
structured to achieve these purposes. Thus, a fundamental change to the purpose and the
structure of the program, such as the creation of individual accounts, could lead the courts
to revisit the issue of whether individuals have accrued property rights or contractual
rights.

%42 U.S.C. § 424a.
42 U.S.C. § 416(c).
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marriages to secure Social Security benefits, she should be entitled to
present proof that her marriage was not a sham.

Using the analysis set forth in Nestor and Belcher, the Court held that
under the due process clause, as long as the statutory goals are legitimate
and the classification is rationally related to the achievement of these
goals, then the action of Congress is not so arbitrary as to violate the due
process clause. Since the duration-of-relationship requirement operates to
lessen the likelihood of sham marriages, it is related to insuring the
integrity of the Social Security system and has a rational basis. The Court
held that the fact that the duration of relationship provision may exclude
legitimate claimants did not make it unconstitutional.

The Supreme Court did overturn several provisions of the Social Security
Act in the 1970s on the basis of gender-based discrimination. In
Weinberger v. Wiesenfeld, 420 U.S. 636 (1975), Ms. Wiesenfeld, the
principal support of her family, died in childbirth survived by her baby and
husband. Her husband applied for survivor’s benefits for himself and the
baby. Benefits were granted to the baby but denied the father on the
grounds that the Social Security Act allowed for “mother benefit’s” only to
women.” The Court found that this provision deprived women of
protection of their families that men receive as a result of their
employment. The Court rejected the argument that since Social Security
benefits are non-contractual, Congress is not required to provide a covered
female employee with the same benefits as it provides to a man. The Court
held that the due process clause forbids gender-based differentiation that
results in the efforts of female workers covered by Social Security to
receive less protection for their families than men.

In Califano v. Goldfarb, 430 U.S. 199 (1977), Goldfarb applied for Social
Security survivor benefits after the death of his wife, but benefits were
denied on the grounds that he had not been receiving at least one-half
support from his wife when she died. At that time, survivor benefits based
on the earnings of a deceased husband covered by the Social Security Act
were payable to his widow, but survivor benefits based on the earnings of

°42 U.S.C. § 402(g).
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as a Result of Social
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a deceased wife were payable to the widower only if he was receiving at
least one-half of his support from his deceased wife.’

The Court held that this gender-based distinction violated the due process
clause of the Fifth Amendment, following the rationale of the Wiesenfeld
case. The Court stated that if a classification by gender is to survive
constitutional challenge, it must serve important governmental objectives
and must be substantially related to the achievement of these objectives.
This test is harder to meet than the rational basis test, and in this case, the
Court held that this gender-based distinction was not justified but was
based on an unverified assumption that wives are usually dependent.

The Supreme Court did uphold a gender-based classification in Califano v.
Webster, 430 U.S. 313 (1977). The Court upheld a provision of the act that
allowed women to eliminate more low-earning years than men from the
calculation of their retirement benefit.” The court found that redressing the
disparity in economic condition between men and women caused by
discrimination is an important governmental objective. The Court held
that this provision worked directly to remedy some part of the effect of
this past discrimination and was therefore constitutional.

Changes made to the Social Security Act in the early 1980s as a result of
Social Security reform led to several important challenges and subsequent
decisions upholding the changes. An important case that involved
litigation between the federal government and the states was Bowen v.
Public Agencies Opposed to Social Security Entrapment, 477 U.S. 41
(1986). Enacted in 1950, Section 418 of Title 42, United States Code,
authorizes voluntary participation by states in the Social Security system.
Until 1983, this section allowed states entering into a Section 418
agreement to provide Social Security coverage to state employees to
terminate these agreements after giving at least 2 years notice. In 1983,
Congress repealed the termination provision, even expressly preventing
termination by a state that had already provided notice, because of
concerns that an increase in terminations had threatened the integrity of
the system.® The state of California challenged the law, arguing it had a

%42 U.S.C. § 402(H)(1).

42 U.S.C. § 415(b)(3). Prior to the Court’s decision, Congress had amended the law and
eliminated the gender-based distinction. Pub. L. No. 92-603 § 104(b).

Spub. L. No. 98-21.
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contractual right to terminate its Section 418 agreement and that Congress
had violated the due process clause of the Fifth Amendment by denying
the state its contractual right without just compensation.

The Supreme Court rejected California’s argument that the contract had
established a property right within the meaning of the Fifth Amendment.
The Court again relied heavily on Section 1104 of the Social Security Act,
which reserves to Congress the right to alter, amend or repeal any
provision. The Court stated that this provision was necessary to protect
future generations of workers by giving Congress the flexibility to meet
ever-changing conditions. The Court concluded that even though the
federal government had entered into a contract with the state, Congress
had reserved the power to amend the contract through legislation.

Another statutory change made in 1983 was a provision denying Social
Security benefits to incarcerated felons.’ Incarcerated felons challenged
that provision, but decisions of various Appellate Courts in separate cases
all upheld this provision. ' The courts rejected due process and ex post
facto law claims. As to the ex post facto law claim, the courts held that the
suspension of the benefits was not considered a punishment under the
strict standard set forth in Nestor. The D.C. Court of Appeals stated that
Congress came as close to the line of unconstitutionality as possible but
accepted the government’s contention that the statute was primarily a
cost-saving measure that eliminates retirement benefits to individuals
whose basic needs are already provided at public expense.

One specific change to the Social Security Act pertaining to federal judges
resulted in a court challenge in Robinson v. Sullivan, 905 F.2d 1199 (8th
Cir. 1990). Prior to 1984, federal judges were not covered by the Social
Security Act. Congress amended the law to extend Social Security
coverage to the judiciary, including senior judges performing judicial
services but not those senior judges who no longer performed duties."
Senior judges performing duties and senior judges not performing duties
both receive their full salary. Under the legislation as enacted in 1984,
however, senior judges performing duties would have their pay reduced by

742 U.S.C. § 402(x).

See for example, Jones v. Heckler, 774 F.2d 997 (10th Cir. 1985), Peeler v. Heckler, 781
F.2d 649 (8th Cir. 1986), and Wiley v. Bowen, 824 F.2d 1120 (D.C. Cir. 1987).

"Pub. L. No. 98-21.
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FICA contributions, but senior judges no longer performing duties would
not. Congress, realizing the inequity in that distinction, delayed effective
date of that provision of law so that it could enact corrective legislation to
exempt senior judges performing judicial duties from Social Security
coverage. However, Congress did not act before the provision went into
effect on January 1, 1986. Legislation was not signed into law until April 8,
1986, which made the exemption for senior judges performing duties
permanent and retroactive to 1983.

Judge Robinson was a senior judge who was still performing duties and
had worked in covered employment prior to becoming a judge. He needed
one more quarter to qualify for Social Security benefits, and he claimed,
after working the first quarter of 1986, that quarter. He was determined
ineligible for Social Security benefits and challenged that determination,
arguing that the retroactive application of the legislation passed on April 8,
1986, violated his due process rights.

The court held that it must give retroactively applied legislation the same
deference as legislation applied prospectively. Legislation readjusting
rights and burdens is not unlawful solely because it upsets otherwise
settled expectations. The court held that the due process clause does not
prevent Congress from repealing the right to receive Social Security
benefits at any time, however settled the beneficiary’s expectations might
be, for any reason that is not arbitrary or utterly lacking in rational
justification.”

In summary, courts have ruled that the right to Social Security benefits is
neither contractual nor a vested property right but is based entirely on
statutory provisions that Congress reserves to itself to alter, amend, or
repeal. A strong presumption of constitutionality attaches to decisions
made by Congress in allocating scarce Social Security resources, and
courts generally have upheld congressional amendments to the Social
Security Act in pursuit of that goal, even where doing so has resulted in
some portion of the population being excluded from receiving benefits.

“In the early 1990s, the courts rejected challenges to the reduction of benefits under the
Social Security windfall elimination provision, Das v. Department of HHS, 17 F.3d 1250
(9th Cir. 1994) and the excess earnings provision, Brown v. Bowen, 905 F.2d 632 (2nd Cir.
1990).
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To determine the legal requirements for the statement, we reviewed the
applicable laws. We determined additional agency goals for the statement
by interviewing Social Security Administration (SSA) officials. We also
analyzed caselaw on legal rights to benefits under the Social Security
program.

To determine the strengths and weaknesses of the current statement, we
conducted focus groups to gather qualitative information on recipients’
attitudes, beliefs, and perceptions. We contracted with a marketing and
advertising research firm, OneWorld Communications, to coordinate and
moderate six focus groups. The focus groups were conducted in Seattle,
Chicago, and Atlanta to ensure geographic diversity. In each city we
conducted two focus groups—one for participants with some college
education and below and one for participants with a college degree or
higher. Each focus group had between 8 and 10 participants. Participants
were required to be 25 or older, currently not receiving Social Security
benefits, and not employed by the Social Security Administration or in the
private pension or financial services fields. To encourage focus group
participants to speak freely, we wanted to avoid having participants from
widely divergent income levels within the same group. However, given the
sensitivity of directly asking participants to disclose their income, we
instead divided the focus groups based on education because of
education’s close correlation with income. To the extent possible, we also
balanced the groups for ethnicity, gender, and age. Following a GAO-
developed discussion guide, the moderator asked focus group participants
to carefully read and then comment on each page of the statement (see
app. III). Additionally, participants were asked to review a private sector
statement from the Principal Financial Group (see app. IV). We chose the
Principal statement as the private sector comparison because it is a
defined benefit statement that represents a retirement program similar to
Social Security. The Principal statement was also rated excellent by a
consulting firm that compares and scores benefit statements based on
standardized criteria. Only one private sector statement was chosen for
comparison, given the time constraints of the focus groups. Focus group
participants were asked to compare the Social Security Statement and the
Principal statement on length, content, and presentation of information.

We also contracted for a national random telephone survey on the
understandability and usefulness of the statement in conjunction with
another GAO study on financial literacy. We developed our questions by
reviewing the statement and reviewing reports from SSA’s previous
surveys and focus groups, as well as by consulting with benefit consultants
and experts at GAO. We pretested successive drafts of the questionnaire
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with members of various demographic groups and translated the survey
into Spanish. Overall, a total of 17 pretests were conducted, including 5 in
Spanish. Additionally, a pilot test of over 20 random calls resulted in final
modifications to the survey. Analytica Research, in affiliation with Dove
Consulting Group, obtained and dialed 9,784 randomly generated phone
numbers between July and October 2004. The survey oversampled for
African American and Hispanic respondents, and non-minorities with
family incomes under $25,000. We received a total of 1,578 usable
responses. The contractor took various steps to increase the response
rate, including scheduling calls throughout the week, offering cash
incentives, and the mailing of postcards to non-responding numbers. The
survey’s response rate was 48 percent with a 59 percent cooperation rate.'
The difference between the response rate and the cooperation rate
suggests that the difficulty in contacting anyone on the generated phone
numbers was a significant factor in the low response rate, because
interviewers were able to convince nearly 60 percent of those they
contacted to complete the survey.

Results from sample surveys are subject to error introduced by
interviewing only a sample of the entire U.S. population, and the practical
difficulties of conducting any survey may introduce other errors into
estimates made from surveys. Because we followed a probability
procedure based on random selections, our sample is only one of a large
number of samples that we might have drawn, and thus our results are
subject to sampling error. Since each sample could have provided different
estimates, we express our confidence in the precision of our particular
sample’s results as a 95 percent confidence interval around each
estimate—for example, plus or minus 10 percentage points. That is, we are
95 percent confident that each of the confidence intervals for estimates in
this report will include the true value that we would have obtained had the
entire population been surveyed. All percentage estimates from this survey
have confidence intervals of plus or minus 5 percentage points or less,
unless otherwise noted.

'We calculated the response rate as the total number of usable surveys divided by the total
eligible sample called. This is in accordance with the American Association for Public
Opinion Research response rate 3. See www.aapor.org for the formula used. The
cooperation rate measures the success at completing interviews with contacted people
who are determined to be eligible. It is defined as the number of complete interviews
divided by the total number of complete and partial interviews, refusals, and callbacks that
were arranged but not completed.
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In addition to the reported sampling errors, the practical difficulties of
conducting any survey may introduce other types of errors, commonly
referred to as nonsampling errors. For example, differences in how a
particular question is interpreted, the sources of information available to
respondents, or the types of people who do not respond can introduce
unwanted variability into the survey results. We included steps in both the
data collection and data analysis stages for the purpose of minimizing such
nonsampling errors. Some of these steps included pretesting
questionnaires with members of the population, reviewing answers for
inconsistencies, and checking computer analyses with a second analyst.

In assessing whether certain sections of the statement were more easily
understood than others, we used a statistical test based on the Bonferroni
inequality that accounted for all comparisons that could be made across
sections. The use of this multiple comparison test assures us that the
confidence level for any statistically significant difference between
sections is more than 95 percent.

Additionally, we contracted with Dalbar, a consulting firm that evaluates
written communications from financial service firms to their customers
and the same company that rated the Principal statement as excellent, to
review the statement. Dalbar evaluated the statement against its
standardized rating criteria, which are based on customer needs and
preferences. Dalbar’s report documented the scores achieved by the
statement, maximum obtainable scores, explanations for lost points and
recommendations for improvements, as well as how the statement
compares with industry averages and benchmarks.

We determined how SSA is evaluating the statement through interviews
and review of documents. We interviewed SSA officials about their current
evaluation processes, including the use of surveys, focus groups, and
information from internal sources such as their call centers, field offices,
and Web site. We also reviewed past survey and focus group reports
including the Public Understanding Measurement System (PUMS) survey
questionnaires from 1998 to 2004, the contractor’s survey summary reports
for 1998 to 2003, as well as the survey and focus group reports about

(1) the initial Personal Earnings and Benefit Estimate Statements
(PEBES), (2) the four prototypes of the new statement, (3) an Internet
statement, (4) a revised insert, and (5) the inclusion of age-specific
messages. We also reviewed a 2002 SSA Inspector General report on the
reliability of the data used to measure public knowledge of SSA.
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To describe how private sector benefits consultants develop and assess
the understandability of their benefit statements, we visited several
benefits consultants, conducted interviews, and observed examples of
their statements. We spoke to these benefits consultants about industry
best practices for preparing an effective and understandable statement
and in some cases asked the consultants to assess the strengths and
weaknesses of the current Social Security Statement. In some cases, we
obtained sample statements from these benefits consultants, which are
included in appendix IV.

To describe how other industrialized countries develop and assess the
understandability and effectiveness of their public pension system
statements, we interviewed officials from the respective countries and
observed examples of their statements. We also gathered information from
officials in the countries we spoke with regarding their experiences with
statement distribution, which included discussions on frequency of
delivery and in some cases the intended recipients of their statements. In
some cases, we obtained sample statements from these countries, one of
which is included in appendix V.

To select the benefits consultants that we interviewed, we first selected
the top three statement preparers as ranked by Dalbar. We used Dalbar’s
2003 ranking for defined benefit plan statements, which ranked CIGNA,
Principal, and MassMutual as the top three preparers of defined benefit
pension plan statements. We also selected three other benefit consulting
firms that have practices dedicated to benefit statement design. Finally, we
discussed industry best practices in statement preparation with officials
from a nonprofit retirement organization and academia.

To select the industrialized countries whose officials we interviewed, we
performed literature searches using the Internet, past GAO reports, and
public pension-related journals and articles to determine which countries
provide their citizens with a public pension statement. We determined
through our search that Canada, Sweden, and the United Kingdom all
provided statements to their citizens and all of them had been doing so for
several years, increasing the possibility that they may have developed
some best practices. We performed our interviews and other
correspondence with officials in these countries via telephone
conferences and e-mail.
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Prepared espeaaIIy for Wanda Worker

WANDA WORKER
456 ANYWHERE AVENUE
MAINTOWN, USA 11111-1111

v What Social Security Means to You

This Social Security Statement will help you understand
what Social Security means to you and your family.

This Statement can help you better plan for your
financial future. It gives you estimates of your Social
Security benefits under current law. Each year, we will
send you an updated Statement including your latest
reported earnings.

Be sure to read this Statement carefully. If you think
there may be a mistake, please let us know. That's impor-
tant because your benefits will be based on our record of
your lifetime earnings. We recommend you keep a copy of
this Statement with your financial records.

Social Security is for people of all ages...

It can help you whether you're young or old, male or
female, single or with a family. It's there for you when you
retire, but it's more than a retirement program. Social
Security also can provide benefits if you become disabled
and help support your family when you die.

Work to build a secure future...

Social Security is the largest source of income for most
elderly Americans today. It is very important to remember
that Social Security was never intended to be your only
source of income when you retire. Social Security can't
do it all. You also will need other savings, investments,
pensions or retirement accounts to make sure you have
enough money to live comfortably when you retire.
About Social Security’s future...

Social Security is a compact between generations. For
more than 60 years, America has kept the promise of
security for its workers and their families. But now, the
Social Security system is facing serious future financial
problems, and action is needed soon to make sure that the
systemn is sound when today's younger workers are ready
for retirement.

Your Soc1al Security Statement

\}L SEC(,

o\
%, 1l &

ISTR
January 2, 2004

See inside for your personal information  —g-

What'siinstde. . e o
V¥ Your Estimated Benefits.............cccccooueueee.
V¥ Your Earnings Record
¥ Some Facts About Social Security ...
¥ If You Need More Information .................
¥ To Request This Statement in Spanish......
(Para Solicitar Una Declaracion en Espaiiol)

ENENR N

Today there are almost 36 million Americans age 65 or
older. Their Social Security retirement benefits are funded
by today’s workers and their employers who jointly pay
Social Security taxes—just as the money they paid into
Social Security was used to pay benefits to those who
retired before them. Unless action is taken soon to
strengthen Social Security, in just 15 years we will begin
paying more in benefits than we collect in taxes. Without
changes, by 2042 the Social Security Trust Fund will be
exhausted.* By then, the number of Americans 65 or
older is expected to have doubled. There won't be enough
younger people working to pay all of the benefits owed to
those who are retiring. At that point, there will be enough
money to pay only about 73 cents for each dollar of
scheduled benefits. We will need to resolve these issues
soon to make sure Social Security continues to provide a
foundation of protection for future generations as it has
done in the past.

Social Security on the Net...

Visit www.socialsecurity.gov on the Internet to learn more
about Social Security. You can read our publications, use
the Social Security Benefit Calculators to calculate future
benefits, apply for retirement, spouse’s or disability
benefits, or subscribe to eNews for up-to-date information
about Social Security.

Goourned onmnant”

Jo Anne B. Barnhart
Commissioner

*These estimates of the future financial status of the Social
Security program were produced by the actuaries at the
Social Security Administration based on the intermediate
assumptions from the Social Security Trustees” Annual
Report to the Congress.

Source: Social Security Administration.

Note: The highlighting on pages 2 through 4 shows the

information legally required to be included in

the statement. Also, the original statement is a two-color document.
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Your Estimated Benefits

To qualify for benefits, you earn “credits” through your
work—up to four each year. This year, for example, you
earn one credit for each $900 of wages or self-employment
income. When you've earned $3,600, you've earned your
four credits for the year. Most people need 40 credits,
earned over their working lifetime, to receive retirement
benefits. For disability and survivors benefits, young people
need fewer credits to be eligible.

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

What we assumed—If you have enough work credits,
we estimated your benefit amounts using your average
earnings over your working lifetime. For 2004 and later
(up toretirement age), we assumed you'll continue to work
and make about the same as you did in 2002 or 2003.

We also included credits we assumed you earned last year
and this year.

V *Retirement

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

(1) Your earnings may increase or decrease in the future.
(2) Your estimated benefits are based on current law.
The law governing benefit amounts may change.*

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

see whether your Social Security benefit amount will
be affected.

Generally, estimates for older workers are more
accurate than those for younger workers because they're
based on a longer earnings history with fewer uncertainties
such as earnings fluctuations and future law changes.

These estimates are in today’s dollars. After you
start receiving benefits, they will be adjusted for cost-of-
living increases.

You have earned enough credits to qualify for benefits. At your current earnings rate,

if you stop working and start receiving benefits. ..

At age 62, your payment would be about... $882 a month
If you continue working until...
your full retirement age (67 years), your payment would be about...

age 70, your payment would be about...

$1,278 amonth
$1,594 a month

'V *Disability You have earned enough credits to qualify for benefits. If you became disabled right now,
Your payment would be about. .. $1,169 a month
V *Family If you get retirement or disability benefits, your spouse and children also may qualify for

benefits.

You have earned enough credits for your family to receive survivors benefits. If you die this
year, certain members of your family may qualify for the following benefits.
Your child...
Your spouse who is caring for your child...
Your spouse, if benefits start at full retirement age. ..
Total family benefits cannot be more than...

¥ *Survivors

$911 amonth
$911 a month
$1,215a month
$2,233 a month

Your spouse or minor child may be eligible for a special one-time death benefit of $255.

V Medicare You have enough credits to qualify for Medicare at age 65. Even if you do not retire at age 65, be

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

*Your estimated benefits are based on current Jaw. Congress has made changes to the law in the past and can do so at
any time. The law governing benefit amounts may change because, by 2042, the payroll taxes collected will be
enough to pay only about 73 percent of scheduled benefits.

We based your benefit estimates on these facts:

Your name... Wanda Worker
Your date of birth... May 5, 1963
Your estimated taxable earnings

per year after 2003... $35,051

Your Social Security number (only the last four digits

are shown to help prevent identity theft)... XXX-XX-2004

2

Source: Social Security Administration.
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Help Us Keep Your Earnings Record Accurate

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

Remember, it's your earnings, not the amount of taxes
you paid or the number of credits you've earned, that
determine your benefit amount. When we figure that
amount, we base it on your average earnings over your
lifetime. If our records are wrong, you may not receive all
the benefits to which you're entitled.

W Review this chart carefully using your own records to
make sure our information is correct and that we've
recorded each year you worked. You are the only
person who can look at the earnings chart and know
whether it is complete and correct.

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

Your Earnings Record at a Glance

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

W There’s a limit on the amount of earnings on

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

¥ Call us right awayat 1-800-772-1213 (T am.-7 p.m.
your local time) if any earnings for years before last
yearare shown incorrectly. If possible, have your W-2 or
tax return for those years avalable. (If you live outside the
U.S., follow the directions at the bottom of page 4.)

Your Taxed Your Taxed
Years You Social Security Medicare
Worked Earnings Earnings
1979 474 474
1980 1,123 1,123
1981 1,983 1,983
1982 3,293 3,293
1983 4,461 4,461
1984 5,600 5.600
1985 6,950 6,950
1986 8813 8,813
1987 10,941 10,941
1988 12,803 12,803
1989 14,520 14,520
1990 16,308 16,308
1991 17,920 17,920
1992 19,655 19,655
1993 20,534 20,534
1994 21,730 21,730
1995 23,155 23,155
1996 24,838 24,838
1997 26,806 26,806
1998 28,720 28,720
1999 30,824 30,824
2000 33,060 33,060
2001 34,237 34,237
2002 35,051 35,051
2003 Not yet recorded

Did you know... Social Security is more than
Jjust a retirement program? It's here to help you
when you need it most.

You and your family may be eligible for valuable

benefits:

¥ When you die, your family may be eligible to
receive survivors benefits.

¥ Social Security may help you if you become
disabled—even at a young age.

V¥ It is possible for a young person who has
worked and paid Social Security taxes in as
few as two years to become eligible for
disability benefits.

Social Security credits you earn move with you

from job to job throughout your career.

Total Social Security and Medicare taxes paid over your working career through the last year reported on the chart above:
Estimated taxes paid for Social Security: Estimated taxes paid for Medicare:
You paid: $24,723 You paid: $5,820
Your employers paid: $24,723 Your employers paid: ~ $5,820
Note: You currently pay 6.2 percent of your salary, up to $87,900, in Social Security taxes and 1.45 percent in Medicare taxes
on your entire salary. Your employer also pays 6.2 percent in Social Security taxes and 1.45 percent in Medicare taxes for you.
If you are self-employed, you pay the combined employee and employer amount of 12.4 percent in Social Security taxes and
2.9 percent in Medicare taxes on your net earnings.

3

Source: Social Security Administration.
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Some Facts About Social Security

About Social Security and Medicare...

Social Security pays retirement, disability, family and

survivors benefits. Medicare, a separate program run by

the Centers for Medicare and Medicaid Services, helps
pay for inpatient hospital care, nursing care, doctors’
fees, and other medical services and supplies to people age

65 and older, or to people who have been receiving

Social Security disability benefits for two years or more.

Your Social Security covered earnings qualify you

for both programs.

Here are some facts about Social Security’s benefits:

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

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

V¥ Disability—If you become disabled before full
retirement age, you can receive disability benefits
after six months if you have:

— enough credits from earnings (depending on
your age, you must have earned six to 20 of your

Receive benefits and still work...

You can continue to work and still get retirement or
survivors benefits. If you're younger than your full
retirement age, there are lirnits on how much you can earn
without affecting your benefit amount. The limits
change each year. When you apply for benefits, we'll tell
you what the limits are at that time and whether work
would affect your monthly benefits. When you reach full
retiremnent age, the earnings limits no longer apply.

Before you decide to retire...

Think about your benefits for the long term. Everyone’s
situation is different. For example, be sure to consider
the advantages and disadvantages of early retirement. If
you choose to receive benefits before you reach full
retirement age, your benefits will be permanently
reduced. However, you'll receive benefits for a longer
period of time.

To help you decide when is the best time for you to
retire, we offer a free booklet, Social Security—
Retirement Benefits (Publication No. 05-10035), that
provides specific information about retirement. You
can calculate future retirement benefits on our website
at www.socialsecurity.govby using the Social Security
Benefit Calculators. There are other free publications
that you may find helpful, including:

V Understanding The Benefits (No. 05-10024)—a
general explanation of all Social Security benefits;

credits in the three to 10 years before you became
disabled); and
— a physical or mental impairment that is expected
to prevent you from doing “substantial” work
for a year or more, orresult in death.
¥ Family—If you're eligible for disability or
retirement benefits, your current or divorced
spouse, minor children, or adult children disabled
before age 22 also may receive benefits. Each may

¥ How Your Retirement Benefit Is Figured
(No. 05-10070)—an explanation of how you
can calculate your benefit;
V The Windfall Elimination Provision (No. 05-10045)—
how it affects your retirement or disability benefits;
'V Government Pension Offset (No. 05-10007)—
explanation of a law that affects spouse’s or
widow (er)’s benefits; and

'V When Someone Misuses Your Number (No. 05-10064)—
what to do if you're a victim of identity theft.

qualify for up to about 50 percent of your benefit
amount. The total amount depends on how many
family members qualify.

V¥ Survivors—When you die, certain members of
your family may be eligible for benefits:

— your spouse age 60 or older (50 or older if
disabled, or any age if caring for your children
younger than age 16); and

— your children if unmarried and younger than
age 18, still in school and younger than 19 years old,
or adult children disabled before age 22.

If you are divorced, your ex-spouse could be
eligible for a widow’s or widower's benefit on
your record when you die.

We also have other leaflets and fact sheets with
information about specific topics such as military
service, self-employment or foreign employment.
You can request Social Security publications at
www.socialsecurity.gov or by calling us at
1-800-772-1213.

If you need more information—Visit www. ity.gov/im, ton the Internet, contact any Social Security
office, call 1-800-772-1213 or write to Social Security Administration, Office of Earnings Operations, PO. Box 33026,
Baltimore, MD 21290-3026. If you're deaf or hard of hearing, call TTY 1-800-325-0778. If you have questions about
your personal information, you must provide your complete Social Security number. If your address is incorrect on this
Statement, ask the [nternal Revenue Service to send you a Form 8822. We don't keep your address if you're not
receiving Social Security benefits.

Para solicitar una Declaracion en espaiiol, llame al 1-800-772-1213

Form SSA-7005 SM-S (0170%) 4

Source: Social Security Administration.
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PERSONAL & CONFIDENTIAL anour Logo Here

ABC COMPANY
PO BOX 9394
DES MOINES, IA 50306-9394

ABC COMPANY RETIREMENT PLAN

Contract Number: 4-12345
000001 Date of Birth: 09/23/1946
fﬁ;j;ﬁ,‘iﬁ&"’,’f@ 1 Date of Employment: 01/28/1985
DES MOINES, IA 50211 Plan Entry Date: 01/01/1986
Normal Retirement Date: 10/01/2011
Compensation: $46,301.00
Identification Number: XXX-XX-6789

This is your annual retirement plan statement provided to you by ABC COMPANY
| PENSION BENEFIT SUMMARY

As of January 1, 2003 As of Age 65
Earned Monthly Benefit $857.73 Estimated Monthly Benefit* $1,511.00
Vesting Percent 100.00%

*Your Estimated Monthly Benefit will be available on October 1, 2011. Your employer funds this pension plan. At
today’s rates, it would cost $645,112.00 to provide this monthly benefit at age 65. Please see the section We've
Made Some Assumptions for information about how your Estimated Monthly Benefit was calculated.

ESTIMATED SOCIAL SECURITY
As of Age 65
Estimated Monthly Social Security Benefit* $1,857.00
*The Estimated Social Security benefit only includes your Social Security history with ABC COMPANY. For
complete information regarding your Social Security Benefit, you can contact the Social Security Administration at
1-800-772-1213 or www.ssa.gov/mystatement.

TOTAL ESTIMATED MONTHLY BENEFIT 7 3 TR

Your Estimated Pension and Social Security Monthly Benefit at age 65 is: $3,368.00
This pension benefit, along with Estimated Social Security, will replace about 81% of your projected annual pay.
37%

[l Percentage replaced by this retirement plan
[l Percentage replaced by Social Security
. Percentage needed to be replaced by your other savings

44% 19%

Studies have shown you need to replace 80-100% of your income to maintain your current lifestyle in retirement.

Based on our assumptions, your estimated pension and Social Security benefits fall within the 80-100%
target range for projected annual pay replacement. You may wish to further supplement your retirement income
by using other investing sources such as an IRA, mutual fund, personal savings, or annuity.

The Principal Financial Group® has a complete range of financial products and services available to help meet
your retirement needs. Please call 1-800-247-8000 ext. 456 to talk to a financial counselor about the best

options for you.

We prepared this statement carefully. Please review and report any discrepancies
to your employer within 60 days.

If you have questions about this statement, or your retirement plan, call or visit us at:
' The Principal Retirement Service Center® Teletouch®
g‘ www.principal.com

1-800-547-7754
Please see the reverse side of this statement for additional information.

WE UNDERSTAND WHAT
YOU'RE WORKING FOR™

w Financial
Group

Source: Principal Financial Group.

Note: This statement was used in our focus groups and is a multicolor document.
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| NOTES FROM ABC COMPANY : |
« You can now your reti plan on-line at www.principal.com.
« Need help planning for retirement? Log onto www.principal.com to access the new on-line calculator. This tool
provides you with an estimate of how much reti i you will ive per month from the defined
benefit plan.

[ ADDITIONAL INFORMATION / BENEFITS ]
- Designated beneficiary for plan money: JOHN CUSTOMER, HUSBAND, if living, otherwise to, JIM CUSTOMER,
SON.

-You have just earned your 5th year of vesting service. Congratulations, you are now 100% vested in the
retirement benefit.
~You are 5 years from your Normal Retirement Date. You should start planning for your retirement benefit now.
Please call us at 1-800-547-7754 for help.
i ABOUT THIS STATEMENT ]
WE'VE MADE SOME ASSUMPTIONS
The estimated benefits shown were calculated using the information we have on
file and the following assumptions:
- Terms of the pension plan will not change.
= You remain employed with annual pay increases of 3.00% until age 65.
~The regulatory mini and maxi do not change.

WE'VE USED THE FOLLOWING PENSION TERMS IN THIS STATEMENT
- Earned Monthly Benefit: 'I'Inneemod pension benefit on 1/1/2004. This is based on the formula outlined in

your plan booklet. If you ploy on 1/1/2004, this amount, multiplied by your Vesting Percent,
would be avail at your I R Date.

= Vesting Percent: The non-lorfeitable percentage of the pension benefit if you terminated employment on
1/1/2004.

PENSION BENEFIT

Mpemmbeneinmsboenumlmdmmpunheﬂedasdmm It assumes that you will retire at
age 65 and start i under the normal form of | as defined in your y plan
description booklet, Ifmarnedwhenyourem Mamlhwmqulrasmbanefmbapandnntmformolaiomm
survivor benefit, unless you specifically choose form of pay ffered under the plan and with your
spouse’s consent in writing. The joint and survivor benefit p des for a thly benefit during your lifetime, but

alowsynuwoonmso%oﬂhsbemﬁlwyourspomlorhkmheﬂm:me Unde:mlspaymenlnmhod.vw
boneﬁlsshwnonlhhmpoﬂvdllbemduwd If you elect another method, the pension will be adjusted
accordingly. If your salary i or d d benefit may increase or decrease.

| TIPS TO ACHIEVE YOUR RETIREMENT DREAMS |
I-IowmumMInmdemﬂdsonywreﬂmnigom Ilyouwlmmnypoople you might need a little

assislamoﬂewmmglheﬂghlsmpsnoa lly secure We've prep ‘mlarepmtoheb
Currently, the three main t are Social Security, Employ
Plans, and Personal Savings.

Social Security - Many people in today's workforce won't receive full Social Security benefits at age 65 because
the Social Security Retirement age is being phased from 65 to 67. Social Security was not intended tobe a
retiree’s sole source of income and may cover less than 1/3 of your retirement.

Employer Sp d Reti plans - Employer sp d reti plans play an important role in
providing a fi ially secure reti Your employer sp this defined benefit plan:
- A Defined Benefit plan states the benefit a participant will ive at reti and the benefit does not

fluctuate based on market conditions.

Personal Savings - As part of your overall retirement savings plan, you can set up an Individual Retirement
Account (IRA). There are various types of IRA's available that usually offer some tax adh ges" overap

savings account.

While your employer offers a reti plan, you may want greater fi ial ity at reti Opening a
personal IRA could help. If you would like more information about your sp d reti benefits or
retirement planning, call our Client Contact Center at 1-800-547-7754 or visit www. principal.com.

“Withdrawals prior 1o age 59 1/2 may be subject to income tax including a 10% tax penalty and plion costs. -

Source: Principal Financial Group.

Page 47 GAO-05-192 Social Security Statements



Appendix IV: Examples of Private Sector
Retirement Statements

PRUDENTIAL RETIREMENT
500 Main Street
Dubuque, 1A 52001

V0 bl sl el
1l il

SAMUEL S. SMITH
1234 MAIN STREET
ANYTOWN, CT 12345

ABC Services Corp.

As of September 30, 2004

Employee Identification: 123456789
Birth Date: 12/14/1956
Hire Date: 05/08/1983
Credited Service Date: 06/01/1998
Credited Service: 4 Years
Vesting Service: 4.0 Years
Current Earnings: $50,000.00
Normal Retirement Date (NRD): 01/01/2022

The Enployees’ Retirerrent Plan
of ABC Services Qrparation

Your Estimated Benefits-If You Work Until Retirement

These are your estimated annual pension and Social Security benefits. Benefits are shown payable at your earliest retirement date, at age 62 and at your normal retirement date (NRD).
These benefits were calculated assuming continuous employment until you retire and are based on your current earnings.

considering any taxes on your savings).

your "Full Retirement Age" for Social Security benefits is age 66 and 4 months.

How Much Will You Need For Retirement?

Based on your estimated pension benefits and Social Security.

Your Projections Recommended
Total estimated annual
benefits payable at NRD: $45,506 $35,000-$40,000
Earnings Replacement Ratio: 91% 70%-80%

Your Projected Ratio: 91%

I T T T T T T T T T
0% Recommended Range: 70% - 80% 100%

1234599/99 999999999.999999999-999999999-9999999999-99999

Visit www,

Annual Benefit Annual Benefit Annual Benefit Value to You

Payable at 55 Payable at 62 Payable at NRD at NRD*
From the Pension Plan $9,540.92 $20,184.27 $28,187.50 $325,114.27
Social Security * N/A 13,934.00 17,319.00 \J
Total $9,540.92 $34,118.27 $45,506.50 $325,114.27

* Value to You. Your annual pension benefit is an extremely valuable benefit provided by your employer. The "Value to You" amount (which is not payable under the
plan as a lump sum benefit) illustrates the amount of money that you might need at retirement to purchase your annual benefit, based on current annuity purchase
rates. To accumulate this amount you would need to save $238 per month from your date of hire to your NRD assuming a 5% return on your savings (not

* Social Security Benefit. Remember, current law provides that Social Security retirement benefits may begin at age 62. Also, because you were born after 1937,

Only you can determine how much income you'll need
in retirement. Many financial advisors say, however,
that to maintain your life style you'll need an annual
income of 70% — 80% of your final pre-retirement
income. Sources of retirement income may include
your pension, Social Security, retirement savings like
407k plans and IRAs, and other investments.

To better evaluate your retirement income needs,
please use our retirement planning calculators at
www.prudential.com/online/retirement .

Page 10f 3

FOR UP-TO-DATE INFORMATION:

800-458-6333

24-hour Interactive Voice Response service
Representatives available

@ M-F,8am.-10 p.m. and Sat. 9 a.m.-1p.m. ET

W5 Hearing Impaired: Call (TDD) 800-834-2766

10 access your benefit information.

Prudential @ Financial

12345678910

Source: Prudential Financial.

Note: The original statement is a multicolor document.
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Samuel S. Smith

ST v
G (s of September 30, 2004 ABc SerVIceS corp-
Looae]
@
Your Estimated Benefits-If You Stop Working Now

These are your estimated annual pension benefis if you stopped working for us on Seplember 30, 2004.

Annual Benefit Annual Benefit Annual Benefit

Payable at 55 Payable at 62 Payable at NRD

Accrued Benefit  Annual benefit which you've already earned $56,737.85 $9,681.71 $12,441.35
Your Vested Percentage X 100% x 100% x100%

Vested Benefit Annual benefit payable when you retire $5,737.85 $9,681.71 $12,441.35

Assumptions & Important Information

Explaining your pension. Your pension plan provides you with several payment options for your benefit. The projected pension benefits shown on
this statement assume you choose to receive your benefit as a series of equal monthly payments starting at your retirement date for your lifetime. If
you are married at the time of your retirement, unless your spouse consents to another payment form, your benefit will be paid to you in the form of
a Joint and Survivor Annuity, which continues payments to your spouse after your death. The amount of your benefit will vary depending upon the
payment form you elect.

Social Security. Your Social Security benefit is based on current laws and assumes past increases in your annual compensation equaled the national
average used by the Social Security Administration and future compensation equals your current compensation. For more information, please refer
to your annual Social Security Statement or the Social Security web site at www.ssa.gov or call the Social Security Administration at 800-772-1213.

Key assumptions. Projected benefits, including Social Security, are estimates based on your employment history and the following assumptions: cur-
rent plan provisions remain in effect until you retire, you maintain continuous employment until you retire; and future compensation is equal to cur-
rent compensation. All benefits have been determined in accordance with Federal government regulations currently in effect. Actual benefits may
differ if your employment history is corrected, there are changes to the pension plan, changes are mandated by the Federal Government and/or
actual experience varies from any of the assumptions used in determining these estimates.

For more information. This statement provides you with important information regarding your pension plan benefits. More detailed information about
the Plan is contained in the Summary Plan Description (employee booklet). If you need a copy of the Summary Plan Description contact your Human
Resources representative.

Review and keep this statement. Review the information on this statement carefully. If you have questions about your pension benefits, call
Prudential Retirement/your Human Resources Representative at the number shown on the front page of the statement. Save this statement with
your other important financial statements.

News From Your Plan Sponsor

Your pension plan can be a major source of retirement income and can help you achieve greater financial security. It's designed to reward you for
your service by providing a benefit you can count on in retirement. Want to learn more about the benefits of your plan? All you need to do is log on
to www.prudential.com/online/retirement and visit The Academy — our educational website for interactive tools, financial planning courses and a
collection of financial articles.

Page 2 of 3
www.prudenti /online/retii The Enployees’ Retirerrent Plan
Your gateway to account information and investment education. of ABC S - Q Son

=

Source: Prudential Financial.
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Lo . 5
- ember 3, 204 ABC Services Corp.
L]
R

Sourses of Retirement Income

Social Security

It's important to understand what sources of retirement income you
will rely on. Lets start with Social Security. Although Social Security is
likely to provide a portion of your income in retirement, it does not
provide as much as many people think. And there is a maximum
benefit.

Each year you should receive a personalized estimate from the Social
Security Administration (SSA). If you've misplaced this estimate, simply
call the SSA at 800-772-1213 and ask for a "Personal Earnings and
Benefit Estimate Statement" (Form SSA 7004). Or, visit their website at
www.ssa.gov. It's a good idea to review this information periodically to
make sure it's accurate and to keep tabs on how much you've
accumulated for retirement.

I
i

]

Other Retirement Savings

Next, be sure to count on other sources of retirement income that you
may have, such as money invested in other retirement savings plans -
such as a 401(k) plans, IRAs or personal savings.

Your Pension Plan

Finally, let's discuss your pension plan. The money you can expect
from your pension plan is determined by a specific benefit formula.
Prudential Retirement offers a variety of tools so you can see how
much you can expect to receive. To access these tools, visit
www.prudential.com/online/retirement or call 800-458-6333.

g
2
i
g
g
g
g
2
g
g
= Page 3 of 3
FOR UP-TO-DATE INFORMATION:
800-458-6333 Vist www.pp ; ine/reti . - .
24-hour Interactive Voice Response service to access your benefit information. Prudential @ Financial
Representatives available
g M-F, 8 am.-10 p.m. and Sat. 9 a.m.-1p.m. ET
L Hearing Impaired: Call (TDD) 800-834-2766
e Lo 12345678910

Source: Prudential Financial.
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Mary Smith, Benefits Manager

ABC Company Pension Plan Benefit Statement
Chershor ORRUWN—, oo

Springfield. MA 01111 L

Mary Smith

= Benefits Manager
ABC COMPANY RETIREMENT PLAN (012) 3456789

YOUR BENEFIT INFORMATION

John Doe Contract # 1234.0-1

123 Main Street S5N (Last 4 Digits) 1

Springfield. MA 01111 Binh Date 01051954
Hire Daie 07021979
Participation Date 02191993

Normal Retirement Date (NRD) 030172018
Early Retirement Date (ERD)  (3/01/2008

MassMutual Retirement Services Your beneficiary i Valrie Due.

We would be glad to answer any questions you have conceming your benefit
or this statement. Please call 1-800-74-FLASH™ (35274) or find us on the

web at: www.massmutual com/retire. This summary provides you with  snapshot of your

BEREREROTS
Current Accrued Monthly Benefit ( @ NRD)  $ 656.74 Projected Monthly Benefit (@ NRD) $1,989.21
Vested Accrued Monthly Benefit (@ NRD)  § 656.74 Estimated Monthly Social Security Benefit (@ NRD)  $1,323.70

Early Retirement Monthly Benefit ( @ ERD) $ 5492

Current Average Monthly Eamings $3717.38 Projected Average Monthly Earnings ( @ NRD) $3.971842
Current Benefit Service (Yrs) 8.83333 Projected Benefit Service (Yrs) 25.00000
Current Vesting Service (Yrs) 22.50000 Projected Vesting Service (Yrs) 38.66667
Current Vesting Percentage 100%

Your retirement plan can help you reach your retirement

RETIREMENT GOALS p

Is it Your Destiny to Retire Early? Carefully consider what you'll need to live comfortably
. . ) Most retirees find they need between 70% and 90% of their

To turn your dream of early retirement into reality, start pre-retirement income, especially if mortgages and college bills
planning now. Here are some steps that can help: still must be paid.
Know your retirement plan Plan for medical bills
Your pension plan may offer options such as a portability Make sure to factor in health insurance premiums until
feature. These advantages can make your goal of carly Maedicare kicks in at age 65. Unexpected health care costs
retirement casier (o achieve. could wipe out your retirement savings.
Don't procrastinate Mentally prepare yourself
Start now. It’s difficult to plan to retire at 55 if you're already People are living | it i i

L g longer — it's possible your retirement years
SD.}urs old and haven't plmn?d yet. Most successful early could last as long as your working years. Assess your values
retirees have long-range plans in place before age 40. and goals. Consider scaling back your lifestyle, or explore

career directions that you can pursue given more time and
sufficient income.

Please take the time to review the information contained in this statement. Contact your Plan Administrator immediately if you
believe any of the data in this statement is inaccurate. If there are any discrepancies between descriptions in this statrement and
information in the plan document, the plan document will govern,

Source: Massachusetts Mutual Life Insurance Company.

Note: The original statement is a multicolor document.
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The charts shown here illustrate the impact of your

YOUR RETIREMENT JOURNEY FEAREScH! i O Y SCRSCRIEN! S wecut

You may need to supplement a portion of your retirement and Social Security income with other savings. Using MassMutual Retirement Services” financial plan-
ning web site, The Joumey™ at www,massmutual com/retire, you can estimate the additional savings required to replace all or a portion of your current income.

REPLACEMENT RATIO MONTHLY BENEFIT DATA

1005 of Today's Income 23291
Ratio replaced by retinement
plan s1589.21
. x::‘:ﬁm by Sochl $1.2) 0
Percentage peeded 10 be —
replaced by your other savings + — 1
andior other retifement plans.
Estimated  Total Estsmated
{ @ NRDy hf(%ﬁ (@ lz:ﬁ
1@ NRIn
This pie chan shows, in today’s dollars, how your retirement plan and This chart presents your total estimated monthly benefit amount payable at
Social Security work toward replacing your current monthly your pormal reti date and is a combination of your projected monthly
P It shows repl of 100% of income, however benefit under your retirement plan and your estimated mnmhly Social
curent retirees tell us they need 70+90% of the income they had before Security benefit. It is calculated based on the assumption that you work
retirement 1o maintain their lifestyle. until your normal retirement date and continue to eam salary at your current

rate. Your projected monthly retirement plan benefit is based on your
projected benefit service and your average monthly eamings and is payable
in your plan’s normal form. Your estimated social security benefit is based
on a decreasing adjustment to simulate the actual pay history over your
working career. The Social Security Administration will use your actual

SPOTLIGHT past camings when determining the exact benefit amount,

The Journey™—A Comprehensive Approach to P g for
the Future

The Journey™, provides:

Services participant web site,

* Interactive educational resources

+ Retirement planning wools
+ Sophisticated calculators, and
The Journey™ ;e for your defined beneh
] plan benefits. Pt o et e it
The Journey™ is divided into three main Vo Peajocnan Dome mmcts 101t ="
regions that help you manage your retirement program. Sovand Premten bute® pmstdlrrrr)  —
My Benefit—Receive personalized infonmation on your defined benefit plan. 2 U S
Learn—Leam about retirement and investing with our Quick Study — L]
calculators and Momingstar's Leaming Station.
R h—Explore the c istics of different i 7

Access The Journey™ at www.massmutual com/retire.

YOUR VALUABLE BENEFIT

To demonstrate the importance of your The amount needed to provide your projected monthly

plan benefits, we have calculated the benefit payable at normal retirement date is:
value of your monthly retirement plan $252,132.94
benefit. This is the dollar amount, as of

P Depending on the temms of your plan, your retirement plan benefit may
Wwi* P dm.hnccdod B not actually be payable in a lump sum. Unless your plan has a different
provide your projected monthly benefi interest rate assumption, our calulations were made using the applicable

that begins on your normal retirement i . oy Py
nterest rate and mortality o by IRS reg
date [\wrm«‘kdmlﬂrbfuﬁ: at NRD appears in the Monthly Enlécidt caies can (looisie “'.“ and changes will affect the dollar
Benefit Data section of vour Statement). 2 thown,
Massachusetts Mutual Life Insurance Company and affilisted companies « Springfield MA 01111-0001 L3 102

Source: Massachusetts Mutual Life Insurance Company.
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Appendix V: Example of a Statement from

Canada

Bl

Mr Jack Smith

123 Castillon Street

P.O. Box 456

Cumberland ON KO9L 2A1

Human Resources  Développement dos.
Development Canada ~ ressources humaines Canada

AR

Date of Birth

01 APR 1948
Date of Statement
07 MAR 2003

Eod

Canadd
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You will soon be eligible
to apply for your

Canada Pension Plan
(CPP) Retirement
pension. You have the
choice to start receiving
your Retirement
pension anytime after
you turn the age of 60.

Source: Canada Pension Plan (Social Development Canada).

Note: The original statement is a tri-fold and a multicolor document.
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Appendix V: Example of a Statement from

Canada

We are pleased to provide you with your Canada Pension Plan (CPP) Retirement
information kit. It contains the following:

L. An Information sheet, to help you decide when you want to start your Retirement pension.

2. An Application for Reti
convenience. If any of this information is wrong, please write the correct information in the space(s) provided.

Some sections of the application have been filled for your

3. Your personal Statement of Contributions, which provides you with a record of your contributions to the
CPP (including contributions to the Quebec Pension Plan, if applicable). Tt also gives you an estimate of your
Retirement pension at age 60 and 65.

Whether you decide to apply for your Retirement pension now or later, you can use the enclosed application.
For more information about Income Security Programs and services, please visit our website at:
www.hrdc-drhe.ge.ca/isp

1496.40

: 2002 1673.20
1983 0.00 - 0000 2003 1801.80
1984 22.69 2094
1985 94.00 6041

1You only pay contributions of 4.95% on eamings between the minimum of $3,500 and the

maximum of $39,900 for 2003, which are called "pensionable eamings". D - CREDIT SPLIT

1 Bast on your average cam.ings simfc age 18, if your ecarnings continue at this level $ 384.30 permonth
until age 65, you could receive a retirement pension of

2. Or at age 60, you could receive a reduced retirement pension of $ 269.01 permonth

3. A survivor age 45 to 65, or, if under 45 and disabled or with dependent children, $ 288.60 permonth

could receive a survivor benefit of

4. A survivor age 65 or over, could receive a survivor benefit of $ 230.58 permonth

$ 2305.80

5. In the event of your death, your estate could receive a lump sum benefit of

Are any of your earnings or
contributions wrong or missing?

Is everything correct on your
Statement?

Check your Statement of Contributions to make sure all
your information is accurate - your CPP benefits will be
based on this information.

Is your date of birth wrong?

Mail a copy of the other side of this Statement and your
birth certificate OR your certificate of Canadian
Citizenship OR your Pemnanent Resident Card OR your
immigration documents using the envelope provided. All

If you were employed

m Mail a copy of your T4 slips OR a signed letter
on company letterhead from each of your
employers confirming all of your earnings and
contributions to the Canada Pension Plan for the
year(s) that you believe are incorrect.

If you were self-employed

documents must be originals and wil be ceturned to
you. If you cannot provide this information please call us
or visit the Social Insurance Number (SIN) website
at: www.hrde-drhe.ge.ca/sin

W Mail a copy of your complete T1 Income Tax
Return and Notice of Assessment for the year(s)
in question.

Is the p 1 on this
deceased?
If so, we apologize for any inconvenience this may cause.

a copy of the other side of this Statement and an

original death certificate along with the SIN card using

the envelope provided. Note: the SIN can continue to be

1SP 1000-E

used only for the purpose of the Estate of the deceased

EaJ HumanResouces  Développement des
Development Canada  ressources humaines Canada

Pl send your corrections
and / or Retirement
application using the
envelope provided

Keep for your records

Cet état de compte est également disponible en frangais

Canada

Source: Canada Pension Plan (Social Development Canada).
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Appendix VI: Comments from the Social
Security Administration

Re?
’ v
Ml

<
AsTRM

S”‘/

oY

-

The Commissioner

March 18, 20053

Ms. Barbara D. Bovbjerg
Director, Education, Workforce,
and Income Security Issues
Room 5968
U.S. Government Accountability Office
Washington, D.C. 20548

Dear Ms. Bovbjerg:

Thank you for the opportunity to review and comment on the draft report "Social Security
Statements: Social Security Administration Should Better Evaluate Whether Workers
Understand Their Statements” (GAQ-05-192). Our comments on the draft report content and

recommendations are enclosed.

If you have any questions, please contact Candace Skurnik, Director, Audit Management and
Liaison Staff, at (410) 965-4636.

Sincerely,

Ovrne Ao Bson Aol

ne B. Barnhart

Enclosure

SOCIAL SECURITY ADMINISTRATION  BALTIMORE MD 21235-0001
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Appendix VI: Comments from the Social
Security Administration

COMMENTS ON THE GOVERNMENT ACCOUNTABILITY OFFICE (GAQ)
DRAFT REPORT "SOCIAL SECURITY STATEMENTS: SOCIAL SECURITY
ADMINISTRATION SHOULD BETTER EVALUATE WHETHER WORKERS
UNDERSTAND THEIR STATEMENTS" (GAQ-05-192)

Thank you for the opportunity to review and comment on the draft report’s contents and
recommendations. We agree that the Social Security Statement (the Statement) represents
one of the Federal government’s largest efforts to communicate directly with workers
about their Social Security benefits. We assure you that the Social Security
Administration (SSA) is committed to providing this important information in a clear and
understandable manner.

We are pleased that the report identified the Statement’s strengths as:

Wiritten in easy-to-understand language;

Providing benefit estimates for different retirement ages as well as for disability and
survivors payments; .
Identifying the Statement’s source and purpose; and

Providing the personal data used to calculate benefits, such as date of birth and
earnings record, so recipients can check information for accuracy.

We are also pleased to know that the results of the review showed that:

e Focus group participants found their earnings history and benefit estimates
understandable and useful; and

e The Statement was comprehensive and strong in its presentation of benefits and use
of plain language.

Our response to the specific recommendations and some technical comments are
provided below.

Recommendation 1
SSA should develop a plan for regularly evaluating the Statement through the collection

of data from multiple sources, including information from surveys, focus groups, call
centers, walk-in traffic and its web site.

Response

We agree. We anticipate we will have a plan drafted by the end of fiscal year 2005 for
regularly evaluating the Statement.
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Appendix VI: Comments from the Social
Security Administration

Recommendation 2

On the basis of the data it receives and a review of promising practices in the private
sector and other countries, SSA should consider revising the Statement. These revisions
could include, for example:

Showing the personalized benefit information first;

Using graphics to aid readers in quickly comprehending information; and

Providing information to help recipients understand Social Security’s contribution to
their total retirement income.

Response

We agree. We will consider revising the Statement as appropriate and necessary. As the
first step in the process, we will utilize the information contained in this report. To
ensure that we conduct an effective review, we would appreciate receiving the following
research cited in the report:

GAO’s focus group report;

GAQ’s survey instrument and findings;

Any reports prepared by the private benefit statement evaluation firm;

Information obtained from the interviews with representatives of private companies
that specialize in benefit statement preparation and distribution; and

o Information obtained from discussions with officials from Canada, Sweden and the
United Kingdom.

Once we evaluate that and other pertinent information, we will consider revising the
Statement as appropriate and necessary.

Technical Comments

On pages 33-34, the report should use the terms "widow and child benefits," "mother
benefits" and "survivor benefits," possessively (i.e., "widow's and child's benefits,"
"mother’s benefits” and "survivor's benefits) as that is the terminology contained in
section 202 of the Act.

On page 33, the term "duration of marriage” should be used instead of "duration of
relationship” as it is immaterial how long the couple was in a "relationship” if the
relationship was not marriage. See section 216(k) of the Act.
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