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Don’t Underestimate the Impact of your Social Security Benefits.
Social Security will likely be a key component to your retirement income strategy. For many, it may 
be the single largest source of consistent monthly income in their retirement. Even if you have 
substantial financial assets, don't underestimate how much money you could potentially receive 
from Social Security. For many, if you had a decent work record and you live long enough you could 
collect over a half a million dollars over your lifetime. For a married couple, your total lifetime 
benefits could be more than $1 million!

Where do you get advice?
The Social Security program can be complicated, with lots of rules that change from year to year 
and depend on you your age, work status, tax filing and marital status. The information and advice 
you get from friends or family members may not necessarily be whats best for you and your unique 
situation. 

The Social Security administration may be able to help you complete the forms necessary to file, 
but they are not allowed to give you any specific advice. Especially when it comes to helping you 
maximize your benefits.

Some financial planners or advisors have taken the time to really learn and understand Social 
Security, to help their clients. But not all have. 

Not fully understanding how your Social Security benefits work, and the options you may have 
available to you, could mean missing out on substantial benefits.

For years you have contributed money into this program, whether you wanted 
to or not, now it’s your time to collect!

In this Guide you will:
Learn the basics of Social Security
Learn your 3 basic options on when to collect your benefits
The 5 key factors in deciding when to collect your benefits
What you need to know about working while collecting benefits
Learn how your benefits are taxed
Learn how to maximize your spousal benefits
Learn how survivor benefits work, and how to maximize them.
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Social Security was created in 1935 by President Franklin D. 
Roosevelt as part of the New Deal.

On January 31,1940, the first monthly retirement check was 
issued to Ida May Fuller of Ludlow, Vermont, in the amount of 
$22.54.

Miss Fuller, a Legal Secretary, worked for three years under 
the Social Security program and retired in November 1939. 
She started collecting benefits in January 1940 at age 65 and 
lived to be 100 years old, dying in 1975.

Ida May, contributed a total of $24.75 into the Social Security 
program and over her lifetime collected a total of $22,888.92 
in Social Security benefits! In other words she received 924 
times her initial contribution.

Ida May Fuller

History of Social Security 



Some Important Terms and Definitions 

Full Retirement Age (FRA)
Age at which you are entitled to receive your full Social Security benefits. Use the table below to 
determine your FRA.

Primary Insurance Amount (PIA)
The amount of monthly benefits you are eligible for at your full retirement age (FRA). For 2017 the 
maximum PIA is $2,687/mo.

Delayed Retirement Credits
Increases to your Social Security for delaying your benefit past your Full Retirement Age. You can earn 
delayed credits between your Full Retirement Age and age 70.

File and Suspend
A filing strategy where one spouse files for Social Security benefits, but then suspends them. This 
allowed their benefit to earn delayed retirement credits to as late as age 70. A spouse who is also at 
least full retirement age, could file a restricted application, allowing them to file for spousal benefits 
only, while their own benefit earned delayed retirement credits to as late as age 70. This strategy was 
eliminated with the passing of the Bipartisan Budget Act of 2015.

Restricted Application
Strategy where a spouse who is at least FRA could file for and receive spousal benefits only, allowing 
their own benefit to earn delayed retirement credits to as late as age 70. This strategy is being phased 
out. To take advantage of the strategy you must have turned 62 before January 1st, 2016.

COLA
Cost of Living Adjustment. This is an annual increase based on the Consumer Price Index (CPI), that 
helps Social Security recipients keep up with inflation. The CPI does not guarantee a rise in Social 
Security every year. In fact, over the past decade there have been 3 years when Social Security COLA 
was zero.
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Year Born Full Retirement Age (FRA)

1937 or earlier 65

1938-1942 65 + 2 months for every year after 1937 until 1943

1943-1954 66

1955-1959 66 + 2 months for every year after 1954 until 1960

1960 & Later 67



Social Security Eligibility

To be eligible to receive Social Security benefits based off of your own work record you need to have at 
least 40 quarters of wages that were subject to Social Security payroll taxes. The Quarters do not need 
to be consecutive.

Your benefits are calculated based on average of your 35 highest years of earnings.

*The amount of earnings required for a quarter of coverage (QC) in 2017 is $1,300. "Quarter of 
coverage" is a legal term, but you may also see the term "Social Security credit" (or just "credit") used 
elsewhere
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Your Social Security Benefits will be primarily based on two things;
1. How much you contributed to Social Security while you were working
2. What age you begin receiving benefits

When to Begin Collecting Social Security
For most individuals you have 3 basic options as to when to begin collecting your Social Security 
benefits. 
1. Collect full benefits at your Full Retirement Age (FRA)
2. Collect Reduced benefits as early as age 62
3. Increase your benefits by delaying past FRA to as late as age 70.

3 reasons to wait until your Full Retirement Age to collect benefits…
1. You get your Full Retirement Benefit
2. No Earnings Cap
3. Additional claiming strategies may be available

When you Collect Affects your Benefit 
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Assuming $2,000/mo. PIA and FRA 66

Age % of PIA Monthly Benefit Annual Benefit

62 75% $1,500 $18,000

63 80% $1,600 $19,200

64 86.66% $1,733 $20,798

65 93.33% $1,867 $22,399

66 100% $2,000 $24,000

67 108% $2,160 $25,920

68 116% $2,320 $27,840

69 124% $2,480 $29,760

70 132% $2,640 $31,680



Factors to consider when deciding when to begin collecting 
Social Security

1. Do you need the money? 
You should consider your overall cash low needs when deciding when to collect. If delaying Social 
Security causes you to be a negative cash flow position, it may not make sense to wait. Delaying Social 
Security could put an unnecessary drain on your investment accounts that could be difficult to recover 
from.

2. Are you actually retiring?
If you are planning to continue working, remember that you can only earn up to $16,920 in 2017 before 
you need to start paying back benefits. Most often, you would be better off waiting until you either stop 
working, or reach FRA.

3. Health and longevity of you and your spouse?
If your family health history is good, you may want to consider waiting to collect your benefits. Every 
year that you wait gets you approximately 8% more in benefits. Until you reach age 70.

4. Age of your spouse.
If your spouse is younger and would be collecting a survivor benefit based off your primary insurance 
amount, it could make sense to wait as long as possible to maximize their survivor benefit.

5. Whose benefits will your spouse collect?
If your benefit is more than your spouses then he or she would be collecting a survivor benefit based off 
your primary insurance amount if you died. Remember, this benefit is based off of the amount you are 
currently collecting. So the longer you wait, the higher the survivor benefit would be for your spouse. 
(Benefit maxes out at age 70)
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Working while collecting benefits

If you work while collecting benefits you may lose some or all of your Social Security, if you have not 
yet reached FRA. Make sure you really need it. 

Earnings cap limitations apply only to wages or salary from a job, not other forms of income such as 
investments, pensions, government benefits or rental property.

If you're self employed, only your net earnings from self employment count towards the limit.

No benefits will be lost after you reach your Full Retirement  Age.

Working while collecting rule of thumb

Multiply the Social Security earnings limit by 3, to determine the point where all benefits will be lost due 
to the earnings test.

2017
$16,920 x 3 = $50,760

This rule of thumb is for those who qualify for the maximum Social Security benefit, based on your work 
history. Many will reach the threshold where your entire benefit is wiped out at lower levels of income.

Benefits lost to the earnings cap are not gone forever
When you reach your Full Retirement Age, Social Security will recalculate your benefit, and give you 
credit for any months where your benefit was forfeited.
Benefits for your surviving spouse could be affected if you die before your benefits are recalculated at 
FRA.
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Retirement Earnings Test
Under Full  
Retirement Age (FRA)

Give up $1 in benefits for every $2 you earn  
above a $16,920 limit

In the year you reach Full Retirement Age (FRA) Give up $1 in benefits for every $3 you earn  
above a $44,880 limit

If you are at Full Retirement Age (FRA) No penalty



Taxation of Benefits
According to The Social Security Administration, about 1/3 of people who collect social security benefits 
will have to pay taxes on them. If your Provisional Income exceeds the thresholds in the table below 
you may have to pay taxes on some or all of your benefits. These thresholds are very low because they 
have never been indexed for inflation.

13 states that will tax your Social Security Benefits.
Most states don't tax your Social Security Benefits. These 13 do. 
• Colorado 
• Connecticut
• Kansas
• Missouri
• Nebraska
• New Mexico
• North Dakota
• Rhode Island
• Utah
• Vermont
• West Virginia
• Montana 
• Missouri 
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Single or Head of Household Married filing jointly

Base amount $25,000 = not taxed Base amount $32,000 = not taxed

$25,000 - $34,000 = up to 50% taxable $32,000 - $44,000 = up to 50% taxable

Above $34,000 = up to 85% taxable Above $44,000 = up to 85% taxable

What is Provisional Income?
Provisional Income Includes
• ½ Social Security benefits
• Income from municipal bonds
• Wages
• Business income
• Interest
• Capital gains
• Dividends
• Traditional IRA distributions
• Rental income
• And more…

Provisional Income Does Not Include
• Tax-deferred build-up inside  

IRAs, 401(k)s and annuities
• Income from Roth IRAs
• Non-taxable income from  

life insurance.



Spousal Benefits
As a spouse, even if you never worked under Social Security you may be able to receive spousal 
retirement benefits if you are at least 62 years of age and your spouse is receiving retirement or 
disability benefits. 

You can also qualify for Medicare at age 65.

Your spousal benefit may be worth up to 50% of your spouse’s PIA.

If you collect spousal benefits before your Full Retirement Age, your benefits will be reduced according 
to the table below.

Age FRA 66 FR 
Your spousal benefits are not affected by when your spouse begins collecting their benefit, however, 
your spouse must be collecting benefits for you to receive your spousal benefit. (The File and Suspend 
Rule was eliminated April 30, 2016).

Also important to note is that spousal benefits do not receive delayed retirement credits past your Full 
Retirement Age.

Collecting Benefits From your Ex-Spouse…
If you are divorced, you can still collect benefits from your ex-spouse’s Social Security record as long 
as the marriage lasted at least 10 years. When determining your benefits, you will calculate them as if 
you are still married. 

If your divorced ex-spouse has passed away, you can collect survivor benefits so long as the marriage 
lasted for at least 10 years, you are age 60 or older and you don’t remarry until over age 60 (unless the 
latter marriage ends, whether by death, divorce, or annulment).

Your ex spouse does not have to file for benefits of you to be eligible. They only have to be eligible. So 
their filing strategy wont impact you.
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Age FRA 66 FRA 67

62 35% spousal benefit 32.5% spousal benefit

63 37.5% spousal benefit 35% spousal benefit

64 41.7% spousal benefit 37.5% spousal benefit

65 45.8% spousal benefit 41.7% spousal benefit

66 50% spousal benefit 45.8% spousal benefit

67 50% spousal benefit



Lets take a look at a couple of examples…

The Traditional Couple Don and Betty
One spouse was the primary wage earner, while the other spouse has very little in the way of his/her 
own Social Security benefit.

The goal for this couple may be to try to maximize the survivor benefit.
Hypothetical example. Don and Betty both 62 years old.

Don’s PIA $2,000/mo.
Betty PIA     $700

• Betty files for and claims her own reduced benefit at 62, receiving 75% of her PIA.
• Don waits to file for benefits until 70, to maximize his delayed retirement credits and the survivor 

benefit for Betty.
• Because Don has not yet filed, the only benefit Betty is eligible for is her own benefit.
• When Don begins collecting at age 70, betty can switch over to her spousal benefit of $1,000/mo. 

(50% of Don’s FRA benefit of $2,000)

Summary
• Betty collects her own benefit $525/mo. at age 62. ($700 x .75), until age 70.
• Don begins collecting his maximum Social Security benefit of $2,640/mo. at age 70. ($2,000 x 1.32 = 

$2,640)
• Betty switches to her spousal benefit, $1,000/mo. at age 70. (she had to wait until Don turned on his 

benefit)
• The survivor benefit would be $2,640, the amount Don was collecting.

Alternative Scenario
Alternatively, if they didn't want to wait until Don turns 70 to begin collecting Don’s benefit, they could 
have turned on Don’s Social Security at age 66. This would enable Betty to collect her spousal benefit 
at 66 instead of 70.

Summary
• Betty collects her own benefit $525/mo. at age 62. ($700 x .75), until age 66.
• Don begins collecting his Social Security benefit of $2,000/mo. at age 66. 
• Betty switches to her spousal benefit, $1,000/mo. at her FRA (66)
• The survivor benefit would be $2,000/mo., the amount Don was collecting.
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The Dual Income Couple Howard and Beth
Both have a decent benefit based off of their own work record
Howard and Beth both 64 years old.

Howards PIA $2,400/mo
Beth’s PIA $2,200/mo.

In this scenario, the ideal strategy would be to delay all Social Security benefits until after reaching their 
FRA.

Because they both were at least 62 years old before the December 31, 2015 deadline, they qualify to 
be able to use the strategy known as filing a restricted application.

Here’s how it works…
• When they reach their FRA 66, Beth could file for and begin receiving her FRA Social Security benefit 

of $2,200/mo. 
• Howard could then file a restricted application and begin collecting a spousal benefit only of $1,100/

mo. 50% of Beth’s PIA of $2,200/mo.
• Howard could maximize his own benefit earning delayed retirement credits to as late as age 70.
• Howard switches to his own benefit at age 70. $3,168 ($2,400 x 1.32 = $3,168)
• The survivor benefit would also be maximized at $3,168, the amount Howard is collecting
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The Do-Over

What if you have already started collecting benefits but you think you may have made a mistake? Can 
you change your mind?

If you have been collecting Social Security Benefits for less than 12 months…
• Request a withdrawal of application
• Form SSA-521
• Repay every cent you collected

Suspending your benefits
Even if you elected to begin receiving benefits early. You can still suspend your benefits once you reach 
your FRA.
This could effectively restore your benefit to what it would have been had you waited until your FRA.

Example
John’s FRA benefit at age 66 is $2000/mo.
John collects early at 62 receiving a 25% reduction in his benefit. ($1,500/mo.)
At his FRA (66) he suspends his benefit for 4 years until he turns 70.
At age 70 his new benefit will be $1,980/mo

By suspending his benefit for 4 years after he turns 66, his FRA, he almost gets back to the $2,000/mo. 
he would have received had he waited.



Social Security Historical Cost of Living Adjustments

Your Social Security benefit may receive an annual Cost of Living Adjustment (COLA), based on the 
Consumer Price Index (CPI), to help you keep up with inflation. The CPI does not guarantee a rise in 
Social Security every year. In fact, over the past decade there have been 3 years when Social Security 
COLA was zero.

10 Year Average from 2007 to 2016 was just 1.44%.

Year COLA

2007 2.3%

2008 3.3%

2009 0%

2010 0%

2011 3.6%

2012 1.7%

2013 1.5%

2014 1.7%

2015 0%

2016 0.3%



Higher Tax Cap
Workers pay 6.2% of their salary into Social Security up to an annual cap, with their employer matching 
with an additional 6.2% contribution. If you are self employed you pay both ends of the Social Security 
tax. 12.4%.

For 2016 the earnings cap was $118,500 which multiplied by 6.2% meant that workers at or above the 
earnings cap paid $7,347 into Social Security.

For 2017 the earnings cap was raised to $127,200. For workers at or above the new cap, you now pay 
$7,886 into Social Security.

Thats an increase of 7.3%!

Increased Earnings limit
As discussed earlier in this guide, if you are working before your Full Retirement Age and you are 
collecting benefits, you will begin to lose benefits when your income crosses over the annual earnings 
limit.

• 2016 Earnings Limit $15,720 
• 2017 Earnings Limit $16,920 

Maximum PIA at FRA
The maximum Primary Insurance Amount went up slightly for 2017. This is the maximum amount 
someone could be eligible for at their Full Retirement Age.

2017 Maximum PIA $2,687

2016 Maximum PIA $2,639

Recent Changes to Social Security 
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Bipartisan Budget Act of 2015
November 2, 2015 Congress passed the Bipartisan Budget Act of 2015, with changes that targeted two 
unintended Social Security loopholes.

1. The filing strategy known as file and suspend was eliminated as of April 30, 2016.
The strategy previously allowed one spouse to file for Social Security benefits after their Full Retirement 
Age, and then immediately suspend their benefit. This allowed for their own benefit to earn delayed 
retirement credits to as late as age 70, while also allowing their spouse to collect spousal benefits.

To use file and suspend you needed to be at least FRA and suspended your benefits before April 30, 
2016. After that date, if you suspend your benefit, no one else will be able to collect benefits from your 
work record.

2. The strategy known as filing a restricted application.
This strategy allows one spouse to file for spousal benefits only, after reaching their Full Retirement 
Age. The purpose of this strategy would be to begin collecting a spousal benefit, while allowing their 
own benefit to earn delayed retirement credits to as late as age 70.

To qualify for filing a restricted application, you needed to be at least 62 years old before December 31, 
2015. If you were, then you still have the ability to file a restricted application after reaching your FRA.
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Survivor Benefits
As a surviving spouse you may be entitled to a Social Security Survivor Benefit up to 100% of what the 
deceased spouse was collecting at the time of their death. The recent Social Security changes that 
affected the File and Suspend Strategy, and Filing a Restricted Application don't apply to Social Security 
Survivors Benefits.

Survivors Benefits Summary
• When one spouse dies, the survivor receives the larger of the two benefits, while the smaller benefit 

disappears.
• Survivor benefit will be at least 82.5% of the deceased PIA, as long as the survivor is beyond FRA.
• A surviving spouse can choose to collect either survivor benefits or choose to collect benefits based 

off of their own work record. and then change it later.
• Claiming survivor benefits before FRA will be reduced according to the table below
• Survivor benefits do not earn delayed retirement credits past FRA

Lets take a look at a couple of Hypothetical Examples…

Hypothetical #1 George and Susan
To illustrate how the 82.5% minimum survivor benefit is applied consider George and Susan who are 
both 66 years old.

George’s PIA $2,000/mo.
Susan’s PIA $1,000/mo.

George started collecting Social Security benefits as soon as he was eligible at age 62. His amount was 
$1,500/mo. (75% of his PIA)
Susan also took her Social Security benefits as soon as she could at age 62 and was collecting $750/
mo.

If George died when they were both 66 Susan would be eligible for 100% of what George was collecting 
at the time of his death. In this case $1,500/mo. However, because $1,500 less than 82.5% of George’s 
PIA, Susan would actually get a survivor benefit of $1,650/mo. ($2,000 x 82.5% = $1,650)
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Claiming Age % of Survivor Benefit

60 71.5%

61 76.25%

62 81%

63 85.75%

64 90.50%

65 95.25%

66 $100



Hypothetical #2 Sam and Diane
This second scenario assumes that Sam and Diane both worked enough to have decent Social Security 
benefits based off of their own work records.

Sam’s PIA $2,200/mo.
Diane’s PIA $2,400/mo.

Sam started collecting Social Security benefits at his FRA 66, he is 70 now.
Diane Just turned 66 and has not turned on her Social Security benefits yet.

If Sam were to die at age 70 before Diane turned on her Social Security benefits she could choose to 
take either the survivor benefit of $2,200/mo. or her own benefit of $2,400/mo. Many people might be 
quick to choose to turn on her own benefit of $2,400 because its $200/mo more than the $2,200/mo. 
survivor benefit.

However, as long as Diane is healthy, by choosing to take survivor benefits, she can earn delayed 
retirement credits to age 70 on her own work record. This would bump her Social Security benefit up to 
$3,168 when she turns 70.

So by giving up $200/mo for 4 years ($200 x 12 x 4 = $9,600) Instead, she gets $968 more per month 
from age 70 through the rest of her life. In fact, in less than 10 months, she would have made back the 
$9,600 she gave up during those 4 years.
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Social Security continues to be one of the largest sources of predictable income for many retirees. Even 
though there have been some changes to the Social Security rules over the past few years, there are 
still plenty of considerations in deciding an appropriate filing strategy that may be best for you.

In this guide, I tried to outline a few specific hypothetical examples to give you some ideas on how 
timing Social Security between you and your spouse may be able to help you maximize your benefits. It 
would have been impossible to cover every possible scenario. 

The best way to choose the option that is best for you is to consider several possible filing strategies 
and scenarios within the scope of a comprehensive cash flow based financial plan. The financial plan 
should cover, not only the best ways to maximize your Social Security, but also, the short, and long term 
impact of your Social Security filing strategy on your overall cash-flow and tax situation.

If you have questions, or would like to inquire about next steps to complete your personal 
comprehensive financial plan, please feel free to email me or call our office at the number below.

For more information and resources, be sure to Like us in Facebook and check out our blog at 
MoneyEvolution.com

The opinions voiced in this material are for general information only and are not intended to provide specific advice 
or recommendations for any individual. This information is not intended to be a substitute for specific individualized 
tax advice. We suggest that you discuss your specific tax issues with a qualified tax advisor.  Examples are 
hypothetical and not representative of any specific situation. Your results will vary.

Conclusion

http://moneyevolution.com
http://moneyevolution.com

