
Many of our clients, particularly those at or near to retirement 
age, have a host of questions regarding their Social Security 
benefits. The truth is that everyone’s situation is different, 
and that the optimal strategy for integrating Social Security 
claims will vary accordingly. As a primer, we have put together 
answers to some of the more common questions, as well as 
some less well-known but equally important considerations 
to be aware of. When thinking about your best approach to 
this aspect of financial planning it is important to be aware 
of the basic concepts – but there is no substitute for a good 
conversation with your financial planner.

WHAT’S MY BENEFIT?
If you have met the minimum work requirements for 40 
quarters of coverage, also called credits, which equals 10 years, 
you should be qualified to receive benefits.

The government has a formula for determining what your 
benefits will be. Adjusting for inflation, it takes your average 
annual earnings, over your highest-earning 35 years of work 
and produces, in adjusted current dollar values, an average 
monthly earnings amount which it uses to determine your 
monthly benefit. This amount is called your “primary insurance 
amount.” This amount will also vary according to the age at 
which you decide to start claiming benefits (see below).
Your annual Social Security statement provides an estimate 
of what your benefit will be. It is an estimate, because the 
administration cannot calculate your actual benefit until  
you make a claim. Estimates can also be found on the  
www.ssa.gov website.

The government currently caps benefits at $2,639 per month, or 
$31,668 per year. However, your earnings, your age when claiming, 
and other factors may impact what you actually will receive. 

WILL THE MONEY STILL BE THERE?
The Social Security Trust Fund will be exhausted by 2034, 
according to government reports. However, even if this occurs, 
incoming funds will cover 81% of the program. This is because 
the system is “pay as you go.” Today’s working population pays 
into the system each year, directly funding today’s recipients. 
Likewise, future recipients will be funded by future workers. 
Many solutions have been proposed, but even assuming none is 
adopted, the worst that will happen is a cut of 19% in benefits. 
Therefore, it may be advisable to plan for such an eventuality.

WHEN AM I ELIGIBLE TO RECEIVE BENEFITS?
You become eligible to receive benefits at the age of 62. 
However, you will not receive your full monthly benefit unless 
you wait until your Full Retirement Age (FRA), which varies 
depending on the year of your birth. Claiming benefits early 
– before you reach your FRA – will permanently reduce your 
monthly benefit. (Figure 1)
 
DELAYED RETIREMENT CREDIT
It is possible to increase monthly payments by delaying your 
claim. Claims made beyond your FRA receive an 8% increase 
per year of delayed claim. Increases cease after age 69, so the 
maximum benefit you can receive is for retiring at 70. If your 
FRA is 66 and your monthly benefit at that time is $2,000, 
waiting until you are 70 before claiming will increase your 
monthly benefit to $2,640.

Of course, you should consider your own health, family history 
and expectations for longevity, along with your needs for cash 
flow in the near and long term. If you do not expect to live past 
75, then there is no benefit to delaying beyond 62. However, 
the longer you live, the more you will benefit by delaying until 
you are 70 years old. (Figure 2)
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Year of Birth1 Normal (Full)  
Retirement Age

Early retirement 
reduction, months 

(age 62)

Monthly %  
Reduction2 Total % Reduction2 Age in 2016

1943-1954 66 48 0.520% 25.00% 62-73

1955 66 and 2 months 50 0.516% 25.84% 61

1956 66 and 4 months 52 0.512% 26.66% 60

1957 66 and 6 months 54 0.509% 27.50% 59

1958 66 and 8 months 56 0.505% 28.33% 58

1959 66 and 10 months 58 0.502% 29.17% 57

1960 and later 67 60 0.500% 30.00% 56

Start Age 70 75 80 85 90

62 $144,000 $234,000 $324,000 $414,000 $504,000

64 $124,776 $228,756 $332,736 $436,716 $540,696

66 $96,000 $216,000 $336,000 $456,000 $576,000

68 $55,680 $194,880 $334,080 $473,280 $612,480

70 $0 $158,400 $316,800 $475,200 $633,600

FIGURE 1

NORMAL RETIREMENT AGES AND EARLY RETIREMENT REDUCTIONS

FIGURE 2

ACCUMULATED BENEFITS TO AGE

1. If you were born on January 1, you should refer to the previous year.

2. Monthly and total percentage reductions are approximate due to rounding. The actual reductions for the worker are 0.555 or 5/9 of 1% per month the first 36 
months and 0.416 or 5/12 of 1% for subsequent months.

Source: www.ssa.gov

Full retirement benefit $2,000/month, no cost-of-living adjustment, no discounting Cohort Life Tables for Social Security by Year of Birth and Sex for Persons 
born in 1950. This hypothetical example is provided for illustrative purposes.

Source: Allianz Life Insurance Company of America



BENEFITS ESTIMATES MAKE ASSUMPTIONS
Benefit estimates assume you will continue to work until you 
retire. If you stop working before you claim benefits, your actual 
monthly payments may fall. Also, the estimates assume you will 
keep working until retirement, earning the same amount you 
earn now. If you earn more or less, this may affect your ultimate 
benefit. Finally, your benefits estimates are in today’s dollars. 
The most recent cost-of-living adjustments will be made when 
you actually claim benefits.

EARNED INCOME REDUCTION
If you retire before reaching your FRA, but continue to 
earn income from wages or self-employment, your benefit is 
reduced accordingly. In 2016, for every $2 you earn in excess of 
$15,720, your benefit is reduced by $1. The benefit is not lost 
forever, however. Once you reach your FRA, it is recalculated 
to include lost benefits. If you had lost the equivalent of 24 
months of benefits, for example, your benefit when you reach 
FRA would be recalculated as if you had claimed at age 64.

INCOME TAX CONSEQUENCES
Tax may be assessed based on your combined income. Your 
adjustable gross income, non-taxable interest and ½ of your 
Social Security benefit are added together to determine this 
number. It is possible for 50%-80% of your benefit to be subject 
to Federal income tax at your marginal tax rate. This can be 
paid in quarterly estimated tax payments to the IRS, or you 
can opt to have federal tax withheld from your benefits.

SPOUSAL, EX-SPOUSAL AND SURVIVOR BENEFITS
Spouses are entitled to the higher benefit between their own 
record and ½ of their spouse’s primary insurance amount when 
claiming benefits at FRA. A surviving spouse will receive 
either their deceased spouse’s benefits or their own – but not 
both. They may also claim benefits as early as 60 years of age, 
but with a 28.5% reduction.

If a marriage lasted at least 10 years, and a divorce has been at 
least 2 years, then the ex-spouse is entitled to benefits on their 
former spouse’s record. Both individuals must be 62 or older. 
A remarriage forfeits benefits. A divorced spouse can receive 
benefits even if their ex- is not retired yet, without affecting 
the primary earner’s benefits – or those of their current spouse.

CHANGES IN THE RULES
The Bipartisan Budget Act of 2015 changes or removes several 
popular strategies. Some of these strategies may still be viable 
depending on your current age or whether you engaged in the 
strategy before the passage and execution of the act. Otherwise, 
the strategies may be unavailable.

FILING RESTRICTED APPLICATION
Before the rule change, a spouse could file to receive only a 
spousal benefit (assuming the spouse has claimed a benefit) 
and then elect to switch to their own benefit at a later time. 
Anyone who is 62 or older as of January 1, 2016 may still pursue 
this strategy. Anyone younger than 62 on January 1, 2016 will 
no longer be able to claim a spousal benefit and then switch 
later to their own. Instead, they must apply for all benefits at 
one time (if entitled both to their own and their spouse’s), and 
will receive only the higher of the two benefit amounts.

FILE AND SUSPEND
This popular strategy is no longer permitted. If, however, you 
have already filed for a benefit, then suspended the benefit, as 
allowed under the previous rules, then you are “grandfathered 
in” and may continue with the strategy. After April 29, 2016, 
however, suspending a benefit will also suspend any other 
benefits (spouse, child, etc.) tied to the record.

LUMP SUM RETROACTIVE
Another strategy that is no longer available allowed for a 
benefit suspension to be claimed later in a lump sum. After 
April 29, 2016, this is no longer available.

DIVORCE BENEFITS
If you are 62 or older by January 1, 2016, you may still opt to 
restrict your benefits to your ex-spouse’s earning record (once 
you reach FRA). Otherwise, this option has been eliminated.

THE DO-OVER
If you claim benefits, then change your mind within 12 months, 
you can pay back what you received and have a complete do-
over, re-setting your date of claim. 

If you have been claiming more than 12 months you still have 
options. You can no longer pay back your benefits and re-set. 
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But when you reach your FRA you can suspend your benefits and 
wait. For each year you wait, your benefit will be increased 8%.

If you didn’t claim benefits after reaching FRA, then decide 
that you wanted to, you can get up to 6 months of benefits in a 
lump sum.

SUMMARY
Social Security benefits can be worth hundreds of thousands 
of dollars in reliable, regular income through the later years of 

your life – and your spouse’s. The choices you make regarding 
how and when to claim your benefits can significantly impact 
how much value you will eventually derive from the program, 
and can be an important piece of any long-term financial 
strategy, from tax implications to cash flow. However, because 
the program provides so much flexibility and benefits vary in 
each individual application, it is highly recommended that you 
consult with your financial advisor before choosing how, and 
when, to make a claim, make an adjustment or utilize any of 
the special features of the program.
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