Social Security 2017

Important considerations and strategies to take
advantage of Social Security benefits

Social Security and Your Retirement
Individuals approaching retirement should have a basic understanding of
Social Security. Knowing eligibility requirements, how benefit amounts are
determined, and filing options will help when deciding on the best time to start
receiving benefits.
In 2015, about 65 million of individuals received Social Security benefits. Further,
for people over age 65, some 84% of individuals and 85% of married couples
received Social Security benefits.
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And yet, a majority of retirees elect to receive benefits earlier than full retirement age,
with 71% of retired workers receiving reduced benefits. Of that number, relatively
more women than men received reduced benefits, 75% vs. 68%, respectively.
Three key factors to consider that affect the decision to begin receiving Social
Security benefits are:
• How long you are planning to work
• Marital status
• Health/family medical history
Longevity is difficult to determine. The average life expectancy of 86 might be a
good place to start. How long to plan for retirement is an important question based
on individual situations. One thing is certain, though, individuals are living longer
and they should plan for 30 years in retirement.
The following key terms and filing strategies may be helpful.
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Full Retirement Age (FRA) defines when you are eligible to receive your full
monthly benefit amount, originally established as age 65. Today, FRA can be from
age 65 to age 67 depending on birth year.

Age To Receive Full Social Security Benefits
Birth Year

Full or Normal Retirement Age

1943 – 1954

66

1955 – 1959

66 plus 2 months for every year 1955 through 1959

1960 and later

67

How Social Security Works—
Taxation of your Benefits

Source: Fast Facts & Figures About Social Security, August 2016

Average Indexed Monthly Earnings (AIME) is based on 35 years of indexed
earnings and is used to calculate your monthly benefit.
Primary Insurance Amount (PIA) is the sum of three separate percentages of
portions of your AIME. The percentages are fixed by statute, and the amounts in
the formula may change annually as a result of fluctuations in the national average
wage index.
For 2017, PIA equals:
• plus 32% of AIME over $885 through $5,336
• plus 15% of AIME over $5,336

For joint filers:

Potential Adjustments to Social Security Benefits
FRA 66

If “combined” income is between
$32,000 and $44,000, you may have
to pay income tax on up to 50% of your
Social Security benefits.

FRA 67

140%
120%

If “combined” income exceeds $44,000,
up to 85% of your Social Security
benefits may be taxable.

100%
80%
60%

If “combined” income is between
$25,000 and $34,000, you may
have to pay income tax on up to 50%
of your Social Security benefits.
If “combined” income exceeds $34,000,
up to 85% of your Social Security
benefits may be taxable.

• 90% of the first $885 of AIME (Source: http://www.socialsecurity.gov/OACT/COLA/piaformula.html)
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Source: SSA Publication No. 05-10147, ICN 480136, October 2016

Government Pension Offset (GPO) reduces spousal benefits for individuals
covered under the civil retirement system rather than Social Security. Spousal
and/or survivor benefits will be reduced by 2⁄3 of the amount of the government
pension amount.

Combined income:
Modified Adjusted gross income (MAGI)
+ nontaxable interest income
+ ½ of your social security benefits
= combined income
Source: www.socialsecurity.gov

Windfall Elimination Program (WEP) addresses individuals who have worked
for both a non-profit organization (not subject to Social Security) and a for-profit
company and may have reduced Social Security benefits. Some individuals covered
under the civil retirement system and also Social Security may be subject to a
different PIA calculation, such as 90% changes to 40%. WEP is phased out for
individuals who have substantial earnings covered by Social Security between
20 and 30 years.
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Working and Receiving Benefits
Reduction in benefits only applies to
individuals who are receiving Social
Security benefits (i.e., at least age
62) and have not yet reached full
retirement age.

Spouse

Benefit Amounts

• Age 62 or older

Spousal: 50% of primary insurance amount,
reduced if taken before FRA and further reduced
by any benefits based on own work history

• Any age if caring for your
child who is under 16 or
disabled before age 22

Survivor: 100% of benefits, but not less than
82.5% of your PIA

In 2017, their earnings exceed $16,920.

• Age 60 if widower

For every $2 over the above limit,
$1 is withheld from your social
security benefit.

Ex-spouse

Benefit Amounts

Age 62 or older provided
married for 10 years or
longer, not currently
married and not entitled
to equal or higher benefits
based on their record or
someone else’s

Spousal: 50% of primary insurance amount,
reduced if taken before FRA and further reduced
by any benefits based on own work history

In the year that you reach full
retirement age, the limit for that
year goes to $44,880.
For every $3 over the above limit, $1
is withheld from your benefit until the
month you reach full retirement age.

Survivor: 100% of benefits, but not less than
82.5% of your PIA

SSA Fact Sheet, 2017 Social Security Changes. October 2016

Social Security Filing Strategies
Examples for a hypothetical couple, Sam and Kathy, who reach age 62 before year end 2015.
File Restricted benefit strategy works only if Sam
files at FRA. This scenario has Kathy beginning
her retirement benefit at full retirement age. Sam
maximizes his individual benefit by filing a Restricted
benefit at full retirement age and deferring his own
benefit to age 70. The Bipartisan Budget Act of
2015 changed the Restricted filing rules: that option
is only available to those who reached age 62 prior
to January 2, 2016.
The strategy utilized above represents an example of Restricted filing to
increase Social Security benefits. Results may differ depending on each
individual’s earnings history.

1) Kathy files early, Sam files late (Sam, PIA = $2,400; Kathy, PIA = $700)
Kathy

Collects spousal
benefit

Age 62

FRA

Age 70

Switches to survivor
benefit
Sam’s Death

Begins receiving
individual benefit

Sam

2) Restricted Benefit (Sam, PIA = $2,400; Kathy, PIA = $2,100)*

A widow or widower can collect survivor benefits
as early as age 60 (50 if disabled), but benefits are
reduced a fraction of a percent for each month they
are claimed before full retirement age. If a widow
or widower is entitled to survivor benefits and also
qualifies for retirement benefits on their own earnings
record, they may choose to switch to their own retirement
benefit as early as age 62 or as late as age 70.

Switches to survivor
benefit

Files to allow for
spousal benefit

Kathy

*2015 Budget Act changes several filing strategies for Social Security
effective April 29, 2016. Individuals who attain age 62 after 2015, will be
subject to expanded deemed application rules covering all benefits regardless
of age (currently only prior to FRA). Suspension will apply to all benefits
payable to the individual. No other individual will be eligible for benefits
based on the earnings record of the person who voluntarily suspends
benefits and no retroactive benefits shall be payable to such individual.

SSA Publication No. 05-10077 ICN 468300, July 2016.

Files for reduced
individual benefit

Age 62

FRA

Age 70

Collects spousal
benefit only

Sam

Sam’s Death

Begins receiving
individual benefit

1) Survivor Benefits (Significant Individual Benefits)
Switches to individual benefit

Begins survivor benefit
Age 60

FRA

Age 70

2) Survivor Benefits (Lower Individual Benefits)
Begins individual benefit
Age 62

Switches to survivor benefit
FRA

Age 70
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