
People come to me after an injury with the same hope and the same worry. They hope their years of paying into
the system will finally help them cover the rent and keep the lights on. They worry that one benefit will cancel out
another, and that somewhere in the fine print there is a trap. The Social Security disability offset for workers
compensation benefits is one of those places where hope and worry collide. It is technical, it is often
misunderstood, and it has real consequences for how much money actually lands in your bank account each
month.

I have sat with roofers who cannot climb ladders anymore, nurses whose backs gave out after decades of lifting
patients, and warehouse workers who lost the use of a hand in a split second. The numbers are never the full
story, but getting the numbers right matters. My goal here is to show you how this offset works in practice, what
choices you control, and where a careful approach can prevent avoidable losses.

What the offset is, and what it is not
If you receive Social Security Disability Insurance, SSDI, and you also receive workers compensation cash benefits
from a job injury or occupational disease, federal law may reduce your SSDI. This reduction is called the workers
compensation offset. It applies only to SSDI, not to Supplemental Security Income, SSI. It also does not reduce
your workers compensation check. Social Security runs the math on its side and pays you the difference.

The core rule is simple to state. When you add your monthly SSDI to your workers compensation cash benefits,
your combined disability income should not exceed 80 percent of your average current earnings, ACE, from before
you became disabled. If it does, Social Security will trim your SSDI so the total lands at or below that 80 percent
cap. There are nuances to how SSA defines ACE, how settlements are counted, what happens with family benefits,
and when the offset ends. Those details are where people lose or save thousands of dollars over time.

Who is affected, and who is not
Two questions decide whether the offset might apply. First, are you receiving SSDI based on your own work
record, not SSI? Second, are you receiving a cash benefit that counts as workers compensation or a public disability
benefit? Temporary total disability, TTD, temporary partial, TPD, permanent total, PTD, and most permanent partial
disability, PPD, payments count. So do wage replacement benefits under many state or municipal disability
retirement systems.

Medical benefits do not trigger the offset. Reimbursement of out of pocket medical costs, vocational rehabilitation
services, mileage reimbursements, and similar non wage items are not counted. A third party liability recovery
against, say, a negligent driver, is separate, but if your workers compensation insurer takes a credit or your comp
wage checks are reduced because of that recovery, the change still needs to be reported to SSA. The offset math
follows what actually arrives as cash wage replacement.

If you only receive SSI, workers compensation will almost always reduce or wipe out your SSI because SSI is needs
based. That is a different program with a different set of rules. The offset described here lives inside the SSDI
program.

The 80 percent ceiling, and the three ways SSA calculates average
current earnings



Social Security uses your average current earnings as the yardstick for the 80 percent cap. ACE is typically based
on your wages before the disability began. SSA has three methods and chooses the one that yields the highest
ACE, which is better for you because a higher ACE means a higher cap.

The common methods are:

High one year. SSA takes the calendar year in which you had your highest earnings from covered employment
during the five years ending with the year your disability began. It divides that year’s earnings by 12.

High five years average. SSA averages your highest five consecutive years of earnings ending with the year your
disability began, then divides by 12.

Average monthly wage used in your primary insurance amount, PIA, calculation. This method is older and used
less often as the maximum, but SSA still considers it.

This is not a choose your own adventure. SSA pulls your earnings record and applies the methods, then locks in
the highest result as your ACE for the offset calculation. A workers compensation lawyer can sometimes help
correct the underlying wage data if a W-2 year is missing, which can bump your ACE up and save you from
unnecessary reductions.

A plain language example with real numbers
Imagine Carla, a forklift operator who injured her spine. Before the injury, Carla’s highest earning year in the past
five years was 62,400 dollars, which works out to 5,200 dollars per month. Eighty percent of that is 4,160 dollars.

SSA awards Carla SSDI of 2,100 dollars per month. The state workers compensation insurer pays temporary total
of 650 dollars per week, or about 2,816 dollars per month on average. If you add those two, you get 4,916 dollars
per month, higher than the 4,160 dollar cap. SSA will reduce Carla’s SSDI by the excess, which is 756 dollars.
Carla’s SSDI payment would drop to about 1,344 dollars while she receives that level of comp.

When comp later converts to permanent partial at 200 dollars per week, roughly 866 dollars per month, the
combined total need attorney for Georgia workers compensation becomes 2,966 dollars. That is below the cap, so
Carla’s SSDI snaps back up to the full 2,100 dollars. Offsets are not forever. They rise and fall with your comp
checks and end entirely once certain events happen, which I will cover shortly.

Family benefits and how they fit into the cap
If your SSDI record pays family benefits to a spouse or minor child, SSA looks at the combined SSDI payable on
your record, not just your individual check. That means if you receive 2,100 dollars and your child receives 900
dollars on your record, SSA treats that as 3,000 dollars for the offset math. People are often surprised by this,
because the child never set foot in a workplace accident, yet their benefit can be reduced by the comp offset. The
law focuses on the total insurance benefit paid on your wage record.

In practice, the offset is first applied to your auxiliaries until their checks hit zero, then to your own payment, up to
the amount needed to stay within the 80 percent cap. Keep that in mind when you budget, especially if you rely
on a dependent’s SSDI check for fixed bills like child care or school expenses.

Lump sum settlements and proration, where the drafting either saves
you money or costs you money
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Settlements are the minefield. When a comp case closes with a lump sum, Social Security does not shrug and
move on. SSA prorates, spreads, the net amount of wage replacement embedded in that settlement over time to
determine a monthly equivalent. That monthly equivalent is then used in the 80 percent calculation until the
prorated period ends.

SSA starts with the total settlement and subtracts allowable deductions. Typically, that includes approved attorney
fees, documented case expenses, and sometimes explicitly designated future medical if the settlement and state
law support that separation. What remains is treated as a replacement for periodic disability payments.

The critical detail is the rate and period of proration. If your last periodic rate was 650 dollars per week, SSA often
uses that rate to spread the net lump sum forward. If the settlement and state law clearly assign a different weekly
equivalent, for example 320 dollars per week for life based on a rated age, SSA will generally honor it if it is
consistent with the facts and the jurisdiction. I have seen two settlements for similar injuries produce very different
SSDI outcomes because one included thoughtful, supportable proration language and the other did not.

A common pattern looks like this. A worker settles for 120,000 dollars. After 24,000 dollars in attorney fees and
1,000 dollars in costs, the net is 95,000 dollars. The last comp rate was 500 dollars per week. SSA divides 95,000
by 500 and gets 190 weeks. That is about three years and eight months during which SSA will treat the settlement
as if it were a 500 dollar weekly payment. The offset persists through that period. If the settlement, with legal
support, states that 60,000 dollars reflects future medical and is not wage replacement, and the remaining 35,000
is to be paid at 250 dollars per week based on life expectancy, the prorated period and monthly equivalent
change, often reducing the offset and freeing up SSDI sooner.

Two cautions. First, SSA does not have to accept creative language that conflicts with state law or the facts of the
case. Second, calling something medical does not make it so. The medical allocation needs real support in the
record, and the settlement documents should be consistent throughout. A workers compensation lawyer who has
handled many SSDI offsets will know which phrases help and which trigger scrutiny.

Attorney fees, medical expenses, and netting rules
SSA generally excludes approved comp attorney fees from the offset base. That means the fee is subtracted before
proration begins. The same is true for certain litigation costs. Ongoing medical benefits do not count toward the
offset, and money truly set aside to pay for medical treatment can sometimes be excluded from the lump sum
base. On the other hand, penalties, interest, or vocational rehabilitation stipends tied to wage loss are usually
included.

If your jurisdiction pays you a small weekly add on for dependents in addition to your base comp rate, SSA will
count the total weekly payment. If your comp check is reduced to maintain eligibility for unemployment or
another public program, SSA looks at what you actually receive from comp, not what the theoretical maximum
would have been.

Reverse offset states, and why you should not assume you live in one
Some states have their own rules that reduce workers compensation when the person is also receiving SSDI. These
are called reverse offsets. In those states, the state program, not SSA, applies the reduction. Federal law allows that
arrangement if the state had the reverse offset in place by a certain date. Only a handful of states qualify, and
even there, the rules can be narrow and change with legislation and court decisions.

I intentionally avoid listing specific states here because I have watched clients rely on outdated internet lists and
make expensive mistakes. Before you plan around a reverse offset, confirm the current rule in your state with a



local attorney or with the state workers compensation agency. If your state does not have a reverse offset, SSA’s
federal offset applies.

When the offset ends
The workers compensation offset stops in any month when there is no counted comp or public disability payment
and the prorated period for any lump sum has ended. Most importantly, the offset does not continue after you
reach full retirement age. When your SSDI converts to Social Security retirement, the comp offset no longer
applies, although the family maximum rules for auxiliaries on a retirement record are a separate issue.

If your comp case closes and you later reopen it or start a new period of disability payments, the offset can start
again. Social Security will also adjust for cost of living increases in your SSDI and, in many states, in your comp rate.
If your comp checks are capped without annual increases while your SSDI grows modestly each year with a cost of
living adjustment, your combined total can creep closer to or above the 80 percent limit again. Expect periodic
recalculations.

Reporting, forms, and avoiding overpayments
SSA expects prompt notice when you start, stop, or change workers compensation or other public disability
benefits. In practice, that means you, your attorney, or both should send copies of the initial award, any
modification orders, and the final settlement with approval orders. SSA uses a standard form, the Workers’
Compensation/Public Disability Benefit Questionnaire, often referred to by number as SSA‑546. If SSA mails you
that form, fill it out fully and include documents. If they do not, you can still send the documents proactively and
keep proofs of delivery.

Silence creates overpayments. I once met a machinist who assumed SSA would hear about his settlement from the
insurer. Two years later, he opened a letter claiming he owed 18,000 dollars in overpaid SSDI. We negotiated a
waiver based on his limited resources and good faith, but the stress and uncertainty lasted for months.
Overpayments are not automatic doom. If the overpayment was not your fault and you cannot afford to repay it,
you can request a waiver using SSA‑632. That said, avoiding the overpayment altogether is better.

Here is a short checklist I encourage clients to follow the week a comp decision or settlement is finalized:

Send SSA a copy of the order, award, or settlement, including fee approvals and any documents that spell out
weekly rates and periods.

Keep one full copy of everything at home, and a digital copy in your email or cloud storage.

Write down the date you mailed or uploaded the documents, the SSA office or fax number used, and the
name of any agent you spoke with.

Ask your workers compensation lawyer to include clear proration language that matches state law and the
facts, and to share a draft with your Social Security representative before filing.

Put a reminder on your calendar for 30 days out to call SSA and confirm the update is in your record.

Complexities that catch people off guard
Offsets would be easier if they were only about two checks and a simple cap. Real files are messier. A few recurring
snags are worth naming so you can plan for them.

Public disability outside of workers compensation. Disability retirement from a city job or a state plan often
counts as a public disability benefit for SSA offset. Private long term disability policies do not count for SSA



offset, but they almost always offset themselves for SSDI and comp, which changes your net income.

Dependent benefits and custody changes. If a child moves households, or a former spouse’s entitlement
begins or ends, the SSDI paid on your record changes, which shifts the offset math.

Third party recoveries. If you sue a non employer who contributed to your injury and your comp insurer takes
a credit, your comp payments may drop for a period, which in turn loosens the SSDI offset. Budget
accordingly when a civil settlement is pending.

Rated ages and life expectancy. Proration based on a rated age in a settlement can be powerful, but it needs
to be credible. SSA will examine the medical basis and may ask for documentation.

Administrative delays. SSA field offices vary. Some process comp updates in a week, others take months.
During the lag, you might be paid too much or too little. Keep a cushion if you can.

These are exactly the junctions where a seasoned workers compensation lawyer, often working with a Social
Security representative or attorney, earns their fee.

Taxes, Medicare, and what your settlement language cannot fix
Taxes first. Workers compensation wage replacement benefits are generally not taxable. SSDI can be taxable
depending on your overall income. When SSDI is reduced because of the comp offset, the amount of SSDI you did
not receive is treated as if paid from workers compensation for tax purposes. That often lowers the portion of SSDI
that is taxable, sometimes to zero, but tax outcomes are personal. Bring your SSA‑1099 and your comp
statements to a tax preparer who understands disability benefits.

Medicare is a different lane. If you are on Medicare or likely to be within 30 months, your comp settlement may
include a Medicare set aside, MSA, to protect Medicare’s interests for future medical treatment related to the
injury. An MSA deals with medical bills, not SSDI cash benefits. Do not assume that a large MSA allocation helps
your SSDI offset. It usually does not, unless the settlement documents and state law allow a true separation of
medical from wage loss with defensible numbers.

Finally, there are limits to what settlement language can do. You cannot avoid the Cumming work injury
attorney federal offset altogether by renaming wage loss as something else. What you can do is make sure the
document clearly reflects the reality of your case, separates medical and wage components where appropriate,
states a lawful, supportable weekly equivalent, and avoids contradictions across pages. Consistency persuades, and
it is how you get SSA to treat the settlement the way it was intended.

Strategies for timing and structure, drawn from experience
Some clients ask whether they should delay their SSDI application until after a comp settlement to avoid the offset.
I do not recommend that approach. SSDI has a five month waiting period from the onset date and a complex
approval process. Delaying often backfires and leaves you uncovered if comp stops suddenly. A better approach is
to proceed with SSDI when medically appropriate, keep SSA informed, and then shape the comp settlement with
the offset rules in mind.

Structure matters. If you are moving from temporary total to a permanent partial schedule of weeks at a lower
rate, get the order in writing and forward it to SSA. The offset may shrink quickly. If you are contemplating a lump
sum, consider whether a supported allocation for future medical is appropriate and whether a weekly equivalent
tied to life expectancy or a statutory rate makes sense. Watch for dependent benefits on your SSDI record, and
plan for how changes in a child’s entitlement will affect the cap.
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In some cases, keeping a trickle of periodic comp benefits in place while you receive SSDI yields a better net result
than a single large lump sum that drags a long proration tail. In others, the certainty of a lump sum, even with
some offset, is worth more because it allows you to pay off high interest debt or secure housing. There is no one
right answer. The right answer is the one that fits your medical outlook, your cash flow, and your risk tolerance.

What a good collaboration between your lawyers looks like
The best outcomes I have seen happen when your comp lawyer and your Social Security representative talk to
each other before the comp settlement is finalized. The comp side shares draft language and explains the state law
framework. The Social Security side stress tests the proposed proration against SSA’s Program Operations Manual
guidance and current field office practices. Both sides get clear about what supporting documents will be filed
alongside the order.

A good workers compensation lawyer keeps one eye on the comp judge and the other on how SSA will read the
same paragraph six months later. That dual focus can shave months off the offset period and smooth the
transition from temporary to permanent benefits, then to retirement age when the offset ends.

Common myths, and what the law actually says
A few myths come up so often that it is worth addressing them directly.

Myth: If I settle my comp case, SSA cannot touch my SSDI anymore. Reality: SSA will usually prorate the wage
replacement part of your lump sum and continue the offset during the proration period.

Myth: I can avoid the offset by putting the entire settlement into future medical. Reality: Only legitimate,
supportable medical allocations are excluded. Wage loss by another name still counts.

Myth: The offset goes away after two years. Reality: There is no fixed two year rule. The offset lasts as long as
required by the math, and it ends when your comp or prorated period ends, or when you reach full retirement
age.

Myth: SSA automatically knows about my comp claim. Reality: You have the duty to report. If you do not,
overpayments and penalties can follow.

Myth: My private long term disability plan will make up the difference. Reality: Most LTD policies reduce their
payments when you receive SSDI and comp. They rarely increase them.

A brief word on appeals and corrections
SSA’s offset decisions can be appealed, just like other parts of your SSDI claim. If SSA misread your comp order,
ignored an approved attorney fee, or used the wrong ACE, you can ask for reconsideration and present the correct
numbers. If you discover a missing high earning year in your SSA wage record, you can submit a W‑2 or tax return
to correct it, which can raise your ACE and reduce the offset going forward. Do not ignore a letter that feels off.
Bring it to a lawyer or a knowledgeable advocate and get a second look.

The human side of the math
I remember a client named James, a 58 year old mechanic who had worked since he was 17. He could show you
the scar on his knuckle from a water pump he wrestled out of a Chevy years ago, like a veteran pointing to a map.
After a fall left him with nerve damage, he lived on a patchwork of comp checks and SSDI. When we first met, his
SSDI had been slashed because of a settlement he barely understood. He brought a manila folder with coffee



stains and a few loose pages from his agreement. We sat, pieced together the costs and the proration, and realized
SSA had ignored an approved 20 percent attorney fee. That correction alone restored 180 dollars a month and
shaved six months off the proration period. It was not a miracle, and it did not erase the pain in his arm, but it
paid for groceries. That is the scale on which these rules matter.

Final thoughts you can act on
If you are reading this while trying to plan your finances, a few simple habits will serve you well. Tell SSA about
comp changes quickly. Keep complete copies of awards and settlements. Ask your workers compensation lawyer
to draft with Social Security in mind, and let your Social Security representative review the draft. Expect the offset
to change as your comp changes, and build a little slack into your budget if you can.

The offset is not a punishment. It is a coordination rule designed to prevent double replacement of the same lost
wages. When you understand it, you can make your benefits work together rather than against each other. And if
you need help, ask. A lawyer who has walked this path with other injured workers can help you avoid the common
pitfalls and secure the best possible outcome for your case.


