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Definitions And 
Background 

 



1935: Social Security Act signed into law 



1939: Benefits for spouse, survivors,  
and minor children added 



Social Security Handbook 

2,727 separate rules governing benefits 
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Full Retirement Age (FRA) 
The age at which you can start full, 

unreduced benefits 
Year of Birth   Full Retirement Age 
•  1943-54    66 
•  1955    66 and 2 months 
•  1956    66 and 4 months 
•  1957    66 and 6 months 
•  1958    66 and 8 months 
•  1959    66 and 10 months 
•  1960 and later  67 



Primary Insurance Amount (PIA) 
The amount of your benefit if you start it at 

your  
full retirement age 



Social Security Credits 

•  One Credit For Every $1,300.00 You Make 
and Pay Social Security Taxes On. 

•  Earn A Maximum Of Four Social Security 
Credits Each Year 

•  Whether You Earn $5,200.00 or $60,000.00 In 
A Year, You Will Earn Four Credits. 
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Social Security Credits 

•  $5,200.00 Can Be Earned In One Quarter And 
You Will Receive Four Credits For The Year 

•  40 Earned Credits = Retirement Benefits 

•  Equivalent To 10 Years Of Work 

•  40 Earned Credits Can Be Earned With A Gap 
In Employment 
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How Social Security benefits 
are calculated 

•  At age 62, each year’s earnings are 
tallied up and indexed for inflation 

•  Highest 35 years of earnings are 
averaged (AIME) 



Average Monthly Benefit 

•  Retired Worker In 2017:  $1,360.00 

•  Retired Couple In 2017:  $2,260.00 
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Maximum Earnings Limit 

•  2016:  $118,500 

•  2017:  $127,200 
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Social Security Tax Rate 

•  Social Security Tax Rate:  6.20% 
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Maximum Payout at FRA 

•  2016:  $2,639 

•  2017:  $2,687 
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Inflation  

•  CPI – Consumer Price Index 

•  Currently:  CPI – Workers 
•  2016:  0% 
•  2017:  .3% 

•  Proposal:  Use CPI – Elderly 
•  2016:  2.1% 
•  2015:  .6% 

16 



Social Security Trust Fund 

•  Trust Fund Is Fully Funded Until 2034 

•  After 2034, Trust Fund Is Approximately 75% 
Funded 

•  Deficit Spending Not Allowed 
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What would it take to restore 
solvency to the system? 

1.  Increase maximum earnings subject to Social Security tax  
 

2.  Raise the normal retirement age  
 

3.  Lower benefits for future retirees  
 

4.  Reduce cost-of-living adjustments (COLAs) for all retirees 

5.  Raise social security tax rate 



How to estimate your Social 
Security benefits 

•  Obtain your annual Social Security statement 
at www.socialsecurity.gov/mystatement  
 

•  Go to www.socialsecurity.gov, click on "Estimate Your 
Retirement Benefits“ 
 

•  Use one of the calculators on the SSA website: 
www.ssa.gov/planners/benefitcalculators.htm 



Social Security Offers Income  
You Can't Outlive 

10 more years 
 
 
 
 

you'll receive a 
total of 

$363,227 
 
 
 
 

in lifetime 
benefits 20 more years $799,748 

30 more years $1,369,531 

Assumes 2.7% annual cost-of-living adjustments 

If your monthly benefit is $2,400 today and you live: 



Social Security Offers Annual  
Inflation Adjustments 

In 10 years 
 
 
 
 

Your monthly benefit 
will be 

$3,133 

In 20 years $4,089 

In 30 years $5,337 

Assumes 2.7% annual cost-of-living adjustments 

If your monthly benefit is $2,400 today and annual 
cost-of-living adjustments are 2.7%: 



Changing Your Mind 

•  Allowed to withdraw application with 12 
months of first claiming 

•  Repay benefits 

•  Can wait until 66 to suspend benefits 
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Social Security Income Tax 
Planning 

 
  

Provisional Income =  

A.  Adjusted Gross Income +  

B.  Half Of Social Security Income +  

C.  Tax-Exempt Municipal Bond Income.  



Filing Status Provisional Income 
Amount Of Social 

Security Subject To Tax 

Married Filing Jointly 

 
Under $32,000 

$32,000 - $44,000 
Over $44,000 

0% 
Up to 50% 
Up to 85% 

Single 

 
Under $25,000 

$25,000 - $34,000 
Over $34,000 

0% 
Up to 50% 
Up to 85% 



 
 

 
•  Draw down IRAs before 70-1/2 to reduce required 

minimum distributions 

•  Convert IRAs to Roth 

•  Shift to tax-advantaged investments (but not municipal 
bonds) 

Minimize taxes on benefits 



Coordinate Social Security With 
Overall Retirement Income Plan 

 
Consider: 
•  Retirement accounts 

•  Investment portfolio 

•  Earnings from work 



When To Apply For 
Social Security 

 



Impact of improved earnings 

•  Rebecca, age 60 
•  Earnings history: 

•  Average earnings 1973-79 
•  No earnings 1980-2000 
•  Maximum earnings 2001-2012 

•  What will her benefit be at age 66 if she …?  
•  Stops working now  
•  Keeps working until age 66 



Impact of continued earnings 

Age 66 benefit	   Monthly 
income at 85 

(today’s 
dollars)	  

Monthly 
income at 85 

with 2.7% 
COLAs	  

Cumulative 
benefits at 85 

(today’s 
dollars)	  

Cumulative 
benefits at 85 

with 2.7% 
COLAs	  

Stops 
working at 
60 

$1,722 $1,722 $2,857 $421,920 $538,612 

Keeps 
working 
until age 
66 

$2,181 $2,181 $3,618 $523,440 $682,180 



Why delay benefits? 
Bigger checks to start 

Age at which  
benefits are  

claimed 

% of PIA 
if FRA = 66 

Benefit without 
COLAs 

Benefit with  
COLAs 

62 75% $1,875 $1,875 

63 80% $2,000 $2,054 

64 87% $2,167 $2,285 

65 93% $2,333 $2,527 

66 100% $2,500 $2,781 

67 108% $2,700 $3,085 

68 116% $2,900 $3,403 

69 124% $3,100 $3,736 

70 132% $3,300 $4,084 

Assumes PIA = $2,500 and 2.7% annual COLAs 



Benefit at age If claim at 62 If claim at 70 

70 $2,320 $4,084 

75 $2,651 $4,666 

80 $3,029 $5,331 

85 $3,460 $6,090 

90 $3,953 $6,958 

95 $4,517 $7,949 

100 $5,160 $9,082 

Why delay benefits? 
More income later on 

Assumes PIA at 66 = $2,500 and 2.7% annual COLAs 



Impact of delayed benefits 

•  Michael, age 62, high earner 
•  PIA = $2,500 
•  What will his benefit be if he …?  

•  Starts Social Security at age 62 

•  Starts Social Security at age 66 

•  Starts Social Security at age 70 



Impact of delaying benefits 

PIA = $2,500 Starting benefit	   Monthly 
income at 85* 

(today’s 
dollars)	  

Monthly 
income at 85* 

with 2.7% 
COLAs	  

Cumulative 
benefits at 85 

(today’s 
dollars)	  

Cumulative 
benefits at 85 

with 2.7% 
COLAs	  

Claims Social 
Security at 62 $1,875 $1,875 $3,460 $540,000 $746,129 
Claims Social 
Security at 66 $2,500 $2,500 $4,614 $600,000 $869,891 
Claims Social 
Security at 70 $3,300 $3,300 $6,090 $633,600 $964,778 

* If Michael dies before age 85, this will be the amount of his wife’s 
survivor benefit 



What if You Apply Before FRA? 

You will receive a percentage of your PIA 
 

Apply at age Benefit will be % of PIA 
if FRA = 66  

(born in 1943-54) 

Permanent benefit if  
PIA = $2,400 

62 75.0% $1,800 
63 80.0% $1,920 
64 86.7% $2,081 
65 93.3% $2,239 
66 100% $2,400 



What if You Apply Before FRA? 

You will receive a percentage of your PIA 
 

Apply at age Benefit will be % of PIA 
if FRA = 67  

(born in 1960 or later) 

Permanent benefit if  
PIA = $2,400 

62 70.0% $1,680 
63 75.0% $1,800 
64 80.0% $1,920 
65 86.7% $2,080 
66 93.3% $2,239 
67 100% $2,400 



Reasons not to file before FRA 

•  Your benefit will be reduced. 



Reasons not to file before FRA 

•  Your benefit will be reduced. 
•  If you work, $1 in benefits will be withheld for 

every $2 you earn over $16,920. 



Reasons not to file before FRA 

•  Your benefit will be reduced. 
•  If you work, $1 in benefits will be withheld for 

every $2 you earn over $ 16,920. 
•  Your surviving spouse’s survivor benefit will 

be lower. 



Reason not to file at FRA 

•  If you work, $1 in benefits will be withheld for 
every $3 you earn over $ 44,880. 
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What if You Apply After FRA? 

Your benefit will earn 8% annual delayed 
credits to age 70 

 
 Apply at age Benefit will be % of PIA 

if FRA = 66  
(born in 1943-54) 

Permanent benefit if  
PIA = $2,400 

66 100% $2,400 
67 108% $2,592 
68 116% $2,784 
69 124% $2,976 
70 132% $3,168 



What if You Apply After FRA? 

Your benefit will earn 8% annual delayed 
credits to age 70 

 
 Apply at age Benefit will be % of PIA 

if FRA = 67  
(born in 1960 or later) 

Permanent benefit if  
PIA = $2,400 

67 100% $2,400 
68 108% $2,592 
69 116% $2,784 
70 124% $2,976 
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When To Apply for Social Security  
Key Points To Remember 

•  If you apply early, your benefit starts lower and stays 
lower for life. 
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When To Apply for Social Security  
Key Points To Remember 

•  If you apply early, your benefit starts lower and stays 
lower for life. 

•  COLAs magnify the impact of early or delayed 
claiming. The longer you live, the more beneficial it 
is to delay benefits.  



When To Apply for Social Security  
Key Points To Remember 

•  If you apply early, your benefit starts lower and stays 
lower for life. 

•  COLAs magnify the impact of early or delayed claiming. 
The longer you live, the more beneficial it is to delay 
benefits.  

•  Decision impacts survivor benefits as well: Higher-
earning spouse should delay the start of benefits to 
increase income for surviving spouse. 



Spousal Benefits 



Social Security Spousal Benefits 
•  The spouse of a worker entitled to Social Security may 

claim a spousal benefit. 



Social Security Spousal 
Benefits 
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spousal benefit. 

•  “Entitled” means the worker is eligible for Social Security 
and has filed for benefits. 



Social Security Spousal 
Benefits 

•  The spouse of a worker entitled to Social Security may claim a 
spousal benefit. 

•  “Entitled” means the worker is eligible for Social Security and 
has filed for benefits. 

•  Example:  
•  Jack and Jill are married; they are both 66 
•  Jack has paid into Social Security all his life; his 

primary insurance amount (PIA) is $2,400 
•  Jill has never worked 
•  Once Jack files for Social Security benefits, Jill may 

file for her spousal benefit 
•  Jill’s spousal benefit will be 50% of Jack’s PIA, or 

$1,200 



If spouse applies before full retirement 
age, spousal benefit will be reduced 

Age Spouse Applies 
for Spousal Benefit 

% of Worker’s PIA  
if born 1943-54 

% of Worker’s PIA 
if born 1960 or later 

62 35.0 32.5 
63 37.5 35.0 
64 41.7 37.5 
65 45.8 41.7 
66 50.0 45.8 
67 50.0 50.0 
68 50.0 50.0 
69 50.0 50.0 



Rules for spousal benefits 

•  Primary worker must have filed for his benefit 



Rules for spousal benefits 

•  Primary worker must have filed for his benefit 
•  Spouse must be at least 62 for reduced benefit (35% 

of worker’s PIA) or 66 for full benefit (50% of 
worker’s PIA) 



Rules for spousal benefits 

•  Primary worker must have filed for his benefit 
•  Spouse must be at least 62 for reduced benefit (35% of 

worker’s PIA) or 66 for full benefit (50% of worker’s PIA) 
•  Spousal benefit is based on worker’s PIA, not his 

actual benefit 



Rules for spousal benefits 

•  Primary worker must have filed for his benefit 
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Rules for spousal benefits 

•  Primary worker must have filed for his benefit 
•  Spouse must be at least 62 for reduced benefit (35% of 

worker’s PIA) or 66 for full benefit (50% of worker’s PIA) 
•  Spousal benefit is based on worker’s PIA, not his actual 

benefit 
•  No delayed credits on spousal benefits after FRA 
•  Marriage requirement is one year 



What if spouse is also entitled to Social 
Security on own work record? 

•  If spouse applies before FRA, she will receive her own 
reduced benefit first. 
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additional amount. 



What if spouse is also entitled to Social 
Security on own work record? 

•  If spouse applies before FRA, she will receive her own 
reduced benefit first. 

•  If spousal benefit would be higher, she will be paid the 
additional amount. 

•  Example:  
•  Jack and Jill are married. Jack is 66, Jill is 62. Jack’s 

PIA is $2,400. Jill’s PIA is $800. 
•  Jack files for benefits at 66. Jill files for benefits at 62. 
•  Jill will receive her own reduced benefit of $600 (75% 

of $800) + a spousal add-on of $280 for a total benefit 
of $880.  

•  Spousal add-on formula: [($2,400 x .5) - $800] x .70 = $280. This is about 
37% of Jack’s PIA 



Divorced-spouse benefits 

Same as spousal benefits if: 
•  Marriage lasted 10 years or more 
•  Person receiving divorced-spouse benefit is currently 

unmarried 
•  The ex-spouse is entitled to Social Security retirement 

or disability benefits and is at least age 62 



Rules for divorced-spouse 
benefits 

•  More than one ex-spouse can receive benefits on the 
same worker's record 

•  Benefits paid to one ex-spouse do not affect those paid 
to the worker, the current spouse, or other ex-spouses 

•  The worker will not be notified that the ex-spouse has 
applied for benefits 

•  Divorced-spouse benefits stop upon remarriage of 
spouse collecting benefits (not upon remarriage of 
primary worker spouse) 



Survivor Benefits 



Amount of survivor benefit  
depends on two things 

•  When deceased spouse originally claimed 
his benefit – “original” benefit 

•  When widow claims her survivor benefit – 
“actual” benefit 



“Original” survivor benefit based on 
when worker claimed his benefit 

•  Jack and Jill are married. 
•  Jack’s PIA is $2,400. 
•  Jack dies at age 70. 
•  If he had claimed his benefit at 70, Jill’s “original” 

survivor benefit would be based on his benefit at the 
time of his death, or $3,168. 

•  If he had claimed his benefit at 62, Jill’s “original” 
survivor benefit would be based on 82.5% of Jack’s 
PIA, or $1,980. 



“Actual” survivor benefit based on 
when widow claims benefit 

Jill applies 
at age 

Jill’s survivor benefit if  
Jack had claimed at 62 

Jill’s survivor benefit if  
Jack had claimed at 70 

60 71.5% of $2,400 $1,716 71.5% of $3,168 $2,265 

61 76.25% of $2,400 $1,830 76.25% of $3,168 $2,416 

62 81% of $2,400 $1,944 81% of $3,168 $2,566 

63 82.5% of $2,400 $1,980 85.75% of $3,168 $2,716 

64 82.5% of $2,400 $1,980 90.50% of $3,168 $2,867 

65 82.5% of $2,400 $1,980 95.25% of $3,168 $3,018 

66+ 82.5% of $2,400 $1,980 100% of $3,168 $3,168 

Assumes Jack’s PIA is $2,400 and he dies after age 70.  Does not include cost-of-
living adjustments. 



Survivor benefits: Key points 

•  Individual Social Security benefits stop at death. 
•  If Jack dies, his benefit will stop. 
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Survivor benefits: Key points 

•  Individual Social Security benefits stop at death. 
•  If Jack dies, his benefit will stop. 

•  The surviving spouse is entitled to a survivor benefit 
equal to the deceased spouse’s benefit’ 
•  If Jack dies, Jill’s “original” survivor benefit will equal 

Jack’s benefit at the time of his death. 
•  Jill will receive the full survivor benefit if she claims it 

at her full retirement age or later.  
•  Jill’s own benefit will stop. 

•  If widow’s own retirement benefit is higher, she will 
keep her own benefit. 



Survivor Planning: Maximizing Social 
Security for the surviving spouse 

•  Higher-earning spouse delays own benefit to age 70. 
•  If already filed, can suspend at FRA and earn 

delayed credits to age 70. 
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•  Higher-earning spouse delays own benefit to age 70. 
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Survivor Planning: Maximizing  
Social Security for the surviving spouse 

•  Higher-earning spouse delays own benefit to age 70. 
•  If already filed, can suspend at FRA and earn delayed 

credits to age 70. 
•  Surviving spouse files for survivor benefit at FRA or later. 

•  Can file for own retirement benefit at 62. 
•  Couples must plan for the loss of one Social 

Security benefit. 
•  If Jill switches to her survivor benefit, her own 

benefit will stop. 
•  If Jill retains her own retirement benefit because it 

is higher, Jack’s benefit will stop. 



Savvy Social Security Couples Planning 

•  Make claiming decisions as a couple. 
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Savvy Social Security Couples Planning 

•  Make claiming decisions as a couple. 
•  Take advantage of spousal benefits as rules allow. 
•  Plan for surviving spouse’s income. 
•  Integrate Social Security into the rest of your 

retirement income plan. 



Savvy Spousal 
Strategies 



“File and suspend”  

•  At FRA, higher-earning spouse applies for his 
benefit and asks that it be suspended. 
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“File and suspend”  
•  At FRA, higher-earning spouse applies for his benefit and asks that 

it be suspended. 
•  Lower-earning spouse files for spousal benefit. 
•  Higher-earning spouse claims benefit at 70. 
•  Example: 

•  Mike and Mary are 66 
•  Mike’s PIA is $2,400; Mary does not qualify for Social 

Security on her own work record. 
•  Mike wants to delay his benefit to age 70. Mary wants to file 

for her spousal benefit now 
•  Mike “files and suspends” at 66. This entitles Mary to her 

spousal benefit while Mike’s benefit continues to earn 
delayed credits 

Caution: “File and suspend” may not be done before FRA 
Budget Act Update: No spousal benefits to be paid on suspensions requested 

after April 30, 2016 
 



“Claim now, claim more later”  

At FRA, higher-earning spouse restricts his application to his 
spousal benefit (lower-earning spouse must have filed for 
benefits on her record). 



“Claim now, claim more later”  

At FRA, higher-earning spouse restricts his application to his spousal 
benefit (lower-earning spouse must have filed for benefits on her 
record) 

At 70, higher-earning spouse switches to his own maximum benefit. 



“Claim now, claim more later”  

At FRA, higher-earning spouse restricts his application to his spousal 
benefit (lower-earning spouse must have filed for benefits on her 
record). 

At 70, higher-earning spouse switches to his own maximum benefit. 
Example: 

•  Larry and Linda are 66 
•  Larry’s PIA is $2,400; Linda’s PIA is $800  
•  Linda files for her benefit at 66 
•  Larry files for his spousal benefit at the same time and begins 

collecting $400 (half of Linda’s PIA) 
•  When Larry turns 70, he switches to his maximum benefit. 

Linda adds on her spousal benefit 
Budget Act Update: Must be 62 before end of 2015 to take spousal 

benefit if own benefit is higher (restricted application) 
 



“Claim now, claim more later” 
Rules  

•  Procedure: Higher-earning spouse “restricts” 
the application to the spousal benefit. 
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•  Procedure: Higher-earning spouse “restricts” the 
application to the spousal benefit. 
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application before FRA. 

•  Only one spouse may do this (both spouses 
can’t receive spousal benefits on each other’s 
record at the same time). 

 



“Claim now, claim more later” 
Rules  

•  Procedure: Higher-earning spouse “restricts” the 
application to the spousal benefit. 

•  Caution: Higher-earning spouse may not restrict 
application before FRA. 

•  Only one spouse may do this (both spouses can’t 
receive spousal benefits on each other’s record at 
the same time). 

•  Spousal planning analysis can determine 
which of the various spousal strategies will 
work best for your situation. 
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Combining “file and suspend” and  
“claim now, claim more later”  

•  Use when lower-earning spouse’s PIA is more than one-half of higher-
earning spouse’s PIA. 

•  One spouse files and suspends, the other spouse files a restricted 
application for the spousal benefit. 

•  Can do this as soon as the younger spouse turns FRA (not before!). 
•  At 70, each spouse claims own maximum benefit. 
Example: 

•  Sam and Sue are 66 
•  Sam’s PIA is $2,400; Sue’s PIA is $1,400  
•  Sam files and suspends 
•  Sue files a restricted application for her spousal benefit 
•  When they turn 70, Sam resumes his suspended benefit, Sue 

switches to her own maximum retirement benefit 
Remember: No spousal benefits paid on a benefit suspended after 

April 30, 2016 (Bipartisan Budget Act) 



QUESTIONS AND ANSWERS 



Legend Financial Advisors, Inc.®  
5700 Corporate Drive, Suite 350 
Pittsburgh, PA  15237-5829 
Phone: (412) 635-9210       
E-mail: legend@legend-financial.com         
www.legend-financial.com  
  

EmergingWealth Investment  
Management, Inc. 
5700 Corporate Drive, Suite 360         
Pittsburgh, PA  15237-5829              
Phone:  (412) 548-1386 ext. 2 

CONTACT US 


