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Let’s start at the very 

beginning 

Since the social security program’s 

inception in 1935, many changes to 

Social Security have been enacted or 

attempted. When Franklin D. Roosevelt 

signed the Social Security Bill in 1935, it 

was designed to provide income to 

retired workers over age 65.  

In 1961, President John F. Kennedy 

signed legislation that increased Social 

Security benefits for about 4.4 million 

Americans, and also permitted workers 

to retire at age 62 instead of 65. 

In the 1970s under President Jimmy 

Carter, Social Security taxes were 

increased and cost-of-living 

adjustments were legislated to be 

made automatically each year to the 

checks that beneficiaries were 

receiving.  

During the Reagan administration in the 

1980s, more taxation of Social Security 

benefits was signed into law, plus a 

gradual increase in the retirement age 

was called for.  

Today, in spite of many changes over 

the years, Social Security is a 

fundamental pillar of the American 

economy, and is critical to the long-

term economic security of Americans 

of all ages. Now that we’ve briefly 

looked back at the beginnings of 

Social Security, let’s move forward. 

What do you need to know about 

Social Security now in order to plan 

for the future?   

Retirement: Ready or Not? 

If you're like most Americans, you're a few years (or more) behind 

on your retirement savings. In 2011, the baby boomers started 

turning 65. From now until 2029, each day 10,000 more people will 

reach age 65. For all of those Americans who are anticipating the 

arrival of age 65, whether that will take place in 2 to 3 years, or in 

20 to 30 years, Social Security will have an effect on their 

retirement in some way. What does Social Security have to do with 

retirement readiness, and what do you need to know about it?  

Need to know 

Credits and eligibility  

Credits are a good place to start. What are they? Well, they 

determine whether or not you are eligible for Social Security 

benefits. You can earn up to four of them per year, and in order to 

be eligible for benefits, you must earn at least 40 credits. This 

means it takes ten years of work to qualify for Social Security.  

In 2016, in order to earn one Social Security work credit, you must 

earn $1260. In order to get the maximum four credits for the year, 

you must earn $5040.  
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Calculating your benefit  

Your Social Security benefit is not based on 35 years of consecutive work, but instead it is based on 

a 35-year average of your highest earnings. If you worked less than 35 years, there will be a zero 

entered in to your average for each year you did not work, which will drag down your average 

earnings. If this is the case, you may want to consider working until you have 35 years of earnings 

that can be averaged without any zeros.  

Even if you have worked for 35 years, many people choose to work longer than that in order to 

boost their Social Security income. Working a few extra years can cause some of the low-earning 

years to be dropped out of the 35-year average, which can be very helpful in the long run. One of 

the great things about Social Security is that no low-earning year will ever replace a higher-earning 

year when figuring your benefit.  

One thing this could mean for you is that phasing slowly into retirement by working part-time 

won’t have a detrimental effect on your benefit. This is because you already have 35 years of 

higher earnings in place. In addition, if you end up making more money in later years, your benefit 

will be adjusted upward, even if you are already taking your benefit.  

Decisions 

When you should start your Social Security benefits is one of the most important decisions you will 

make, since when you begin will have an effect on how much you will receive.  

When it comes to your potential Social Security income, the sky is not the limit. There is a 

maximum benefit amount you can receive, though it depends on the age you retire. If you take 

Social Security at the earliest eligible age of 62, you'll receive 25% less than the full retirement 

amount. Wait until age 70, and you can get 32% more. To clarify, here are three scenarios for 

Americans of three different ages retiring in 2016.   

If the first retiree is at full retirement age (we’ll get to what this means shortly) in 2016, the 

maximum monthly benefit is $2,639.  

If the second person retires at age 62 in 2016, the most this retiree can receive per month is 

$2,102.  

If the third person retires at age 70 in 2016, the maximum monthly benefit would be $3,576.  

If you are wondering what yours might be, the Social Security Administration has a Retirement 

Estimator you can access on their website. Making this important decision may not be as simple as 

it sounds, as there are many variables that can come into play. If you have not yet met with your 

financial advisor to discuss how Social Security may be used to supplement your retirement years, 

now would be a great time to make an appointment.  
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The Benefits  

Social Security benefits have some unique advantages you won't get with any other retirement 

income. You receive a check each month for the duration of your life. Unlike some other income, 

the rate of inflation is taken into consideration. Taxes are definitely an issue with Social Security, 

but you should know that for some people income taxes on Social Security benefits may be 

reduced. With great benefits like these, learning how to get the most from Social Security is an 

important step when planning your retirement. 

A monthly check for life 

Once you apply to receive your Social Security benefits, you will continue to receive a monthly 

check for your lifetime, no matter how long you live.  

Increased for inflation 

Every year the government adjusts the benefit it pays out to Social Security recipients for inflation. 

This inflation protection known as a cost-of-living adjustment, or COLA, can help you keep up with 

rising living expenses during retirement. This is one of the most valuable features of Social Security 

benefits, especially when you consider the fact that buying inflation protection on a private annuity 

can be very expensive.  

The size of the actual COLA each year depends mostly on broad inflation levels determined by the 

government, since its calculations are based on changes in a federal consumer price index. In 2009, 

a generous COLA of 5.8% was given to beneficiaries. However, in 2010 and 2011, prices stagnated 

as a result of the recession, and there was therefore no COLA in either of those years. For 2012, 

The COLA came back up at a generous 3.6% in 2012, but in the next few years, it dropped to less 

than 2%. In 2015, the increase was 1.7%, but in 2016, there will be no increase at all in benefits due 

to a drop in consumer prices.  

Since 1975, this is only the third time there has been no COLA for Americans who receive Social 

Security benefits. In case you’d like to get some advance notice about what’s coming up (or down) 

each year, the COLA for the following year is announced in October. 

In spite of the fact that the percentage does fluctuate, this is no reason to be anxious unnecessarily. 

Talk to your financial advisor about your specific financial situation and your goals for retirement. 

Plan ahead now, as much as you possibly can. That way, when the COLA fluctuates, and your 

income is not what you had expected it to be, you won’t be thrown for a loop. No matter how old 

you are, you can still plan for retirement. Your financial advisor can help you come up with a 

strategic, personalized plan that will help you meet your goals.   
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The Rules 

When it comes to the rules of 

Social Security, there are a lot 

of details to consider. 

Choosing the most financially 

advantageous age at which to 

retire is something that must 

be thought through. 

Understanding how the wage 

base works can help with 

planning ahead. Considering 

all the rules that apply 

whether you are married or 

divorced is vital in order to 

receive your maximum 

benefits. Ensuring that you 

are aware of the rules if you 

have dependents as well as if 

your spouse has died before 

you is also essential.  

Again, don’t be overwhelmed 

by all the details. Read for 

awareness, and then make it 

your goal to sit down soon 

with your financial advisor to 

discuss the details of how to 

make all of this work well for 

you.   

Income taxes on benefits 

Although many people already understand that they pay taxes into the Social 

Security Trust Fund, they may not realize that once they start receiving their 

Social Security benefits, they may also have to pay taxes on them. In 1984, 

benefits lost their tax-free status, and since then, the income thresholds for 

triggering tax on benefits haven't been increased.  

Since there has been no increase, it doesn't take a lot of income in order for 

your benefits to be taxed by Uncle Sam. According to the official Social 

Security website, if an individual filer makes between $25,000 and $34,000, 

he or she may have to pay income tax on up to 50% of his or her benefits. If 

that individual makes more than $34,000, the taxable benefits may be up to 

85%. For those who file a join return with a combined income between 

$32,000 and $44,000, they may have to pay income tax on up to 50% of their 

benefits, and if they make more than $44,000 combined, up to 85% of their 

benefits could be taxable.  

However, only about 40% of Social Security beneficiaries actually pay taxes 

on their Social Security income. If your only source of retirement income is 

Social Security, more than likely you will not be taxed on your benefits. 

One more thing: These taxable amounts are calculated based on your 

“adjusted gross income.” This magic number is arrived at by adding your 

adjusted gross income, nontaxable interest, plus half of your Social Security 

benefits. Another way of looking at it is this: If half of your Social Security 

benefits plus your other gross income is more than $25,000, you may have to 

pay income taxes on Social Security benefits.   
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FRA: Full retirement age 

What is the full retirement age, and why is it important? Well, quite 

simply, your full retirement age is based on the year you were born. The 

FRA is important because your Social Security benefits will be reduced 

based on the length of time you receive benefits before you reach your 

FRA. Also, your benefits will be increased based on the length of time 

you delay receiving benefits after your FRA. Make sense? The maximum 

amount you can receive depends on the age you retire. Your benefits 

continue to grow from the time you turn 62 until the time you turn 70.  

Full retirement age is 66 for people born between 1943 and 1954. If your 

birthday falls between 1955 and 1959, it gradually climbs toward 67. If 

you were born in 1960 or later, full retirement age is 67. As soon as you 

turn 62, you can collect Social Security, but taking benefits before you 

reach full retirement age will result in a permanent deduction of as 

much as 25% of your benefit.  

The wage base 

Social Security taxes are the taxes that are taken from your paycheck to 

contribute to the Social Security program. However, there is a wage base 

limit, and earnings above this amount are not taxed.  

The Social Security wage base is the amount of a salary that can be taxed 

to provide funds for Social Security, and is a threshold that can fluctuate 

from year to year. Any wages above the Social Security Wage Base are 

not counted. What this means is that the taxes that are taken from your 

paycheck to contribute to the social security program are limited. If your 

earnings are above the current wage base, the amount that goes over 

won’t be taxed.  

Don’t get too excited if you realize that the combined income of you and 

your spouse goes over the wage base. This is only applied per person, so 

a combined income doesn’t count. In 2016, the wage base is $118,500, 

which is the same as 2015. This is the first time in the past four years 

that the wage base has not increased.  

  

CENTRIC CAPITAL ADVISORS 

Dependents 

Age is also a factor with kids: Minor 

children of Social Security 

beneficiaries can be eligible for a 

benefit if they meet certain criteria. 

Children up to age 18, or up to age 

19 if they are full-time students who 

haven't graduated from high school, 

and disabled children older than 18 

may be able to receive up to half of 

a parent's Social Security benefit. 

 



Spouse rules 

The spousal benefit is a huge advantage to married couples who are at retirement age. If you are 

married, take heed, as this knowledge can really serve to boost your monthly income. If one 

spouse’s monthly benefit is worth more than the other’s benefit, the lower-earning spouse can opt 

to switch to half of what the spouse’s benefit is.  

Here’s an example. If your benefit was worth $500, but your spouse’s benefit was worth $2,000, 

you can switch to a spousal benefit of $1,000, bringing in $500 extra each month. Now, if you claim 

your benefits before your full retirement age, you won’t be eligible for the full 50%. There are 

obvious advantages of waiting until your FRA or after. You also need to know that if your spouse 

has not yet applied for his or her benefit, you can’t apply for the spousal benefit.  

One option for delaying a benefit while still bringing some Social Security income into the 

household is to restrict your application to a spousal benefit only. To use this strategy, the spouse 

restricting his or her application must be at full retirement age. So the lower-earning spouse, say 

the wife, applies for benefits on her own record. The husband then applies for a spousal benefit 

only, and he receives half of his wife's benefit while his own benefit continues to grow. When he's 

70, he can switch to his own, higher benefit. Ex-spouses at full retirement age can use the same 

strategy -- they can apply to restrict their application to a spousal benefit only in order to receive 

some income while allowing their own benefit to grow. 

Another interesting perk is when it comes to an ex-spouse. You can still qualify to receive a benefit 

based on your spouse’s earnings if you were married at least ten years, you are 62 or older, single, 

your ex-spouse’s benefit is more than yours, and your ex-spouse is 62 or older. This has no effect 

on his or her benefit or the benefit of your ex’s new spouse if applicable. In fact, he or she doesn’t 

even need to know that you are receiving those benefits since you apply for the benefit directly 

through the Social Security Administration. If your ex qualifies for benefits, but has not yet applied, 

as long as you’ve been divorced for at least two years or more, you can still take a benefit.  

There is also the survivor benefit. If your spouse dies before you, and you are at full retirement age, 

that benefit is worth 100% of what your spouse was receiving at the time of his or her death. If 

your spouse had not yet taken any Social Security benefits, the benefit would be 100% of what your 

spouse would have been eligible to receive. The surviving spouse is allowed to take a survivor 

benefit starting at age 60, but it will be reduced because the benefit is taken before full retirement 

age.  

When it comes to remarriage and the survivor benefit, here are some details you should be familiar 

with. If you remarry before age 60, you are ineligible for the benefit. However, if you wait to 

remarry until after age 60, you could be eligible to receive a survivor benefit based on your former 

spouse’s earnings. Children who are eligible may also be able to receive a survivor benefit of up to 

75% of their parent’s benefit. 
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The Strategies 

Dusty Farber, CES, the CEO and Founder of Centric Capital Advisors, offers some food for thought 

as you read about and consider some of the following Social Security strategies. 

“Evaluating Social Security, its benefits and choosing the right strategy for accessing those benefits 

is just as important for the retiree as financial planning is to the overall financial fitness of a family. 

Many retirees are worried that Social Security may go away or that they will die prematurely, so 

they take benefits early at age 62 to make sure they don’t miss out. This can be a big mistake. It is 

proven that most retirees underestimate their mortality. Though we note further within this 

material regarding starting early and the ‘breakeven point,” we caution our clients about early 

election. Delaying benefits to full retirement age of 66 or possibly age 70 can significantly improve 

lifestyle options if we do live a longer, healthier life.” 

Delayed retirement 

Once you hit full retirement age, you can choose to wait to take your benefit. There's a big bonus 

to delaying your claim -- your benefit will grow by 8% a year up until age 70. Any cost-of-living 

adjustments will be included, too, so you don't forgo those by waiting. 

While a spousal benefit doesn't include delayed retirement credits, the survivor benefit does. By 

waiting to take a benefit, a high-earning husband or wife, for example, can ensure that the low-

earning spouse will receive a much higher benefit in the event the one who earns more dies first. 

That extra 32% of income could make a big difference for someone who has lost his or her spouse’s 

valuable stream of Social Security income.  
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Early retirement 

Waiting until your FRA to collect Social Security has 

many obvious advantages. At 62, you'll receive 25% 

less than if you wait until you reach your FRA., while 

you get 32% more if you wait until age 70. Surprisingly, 

the opposite strategy of claiming your benefit as soon 

as you can, beginning at age 62, also has some of its 

own advantages.  

While your benefits will grow the longer you delay up 

to age 70, your cumulative lifetime benefits will not be 

affected as much as it might seem. The best way to 

explain this is with an example.  

Using the “quick calculator” on the official Social 

Security website, here are the numbers for someone 

who was born in May of 1962 who currently earns 

$60,000 annually.  

If this person retires at age 62, their monthly benefit 

will be $1,220, or $14,640 annually. 

If they wait until age 67, their FRA, their monthly benefit will be $1,833, or $21,996 each year.  

If they wait until age 70, their monthly check will be $2,169, or $26,028 annually.  

Now, there are 8 years, or 96 months of payments between age 62 and age 70. If this person waits 

until age 70, he or she will miss out on 96 payments of $1220, or a total of $117,120. That works 

out to almost 4 ½ years of the age 70 payments.  

Although most of us aren’t particularly drawn to the topic, longevity is a subject that you may want 

to think through. On average, men are expected to live to 81, while women are expected to live to 

84. Obviously, this is just an average and there are many variables that apply to each individual. 

One thing to think about, though, is the fact that not everyone will make it to 80. Depending on 

your family history as well as your current health, you may decide that taking social security early is 

a wise move.  

If you claim your benefits starting at age 62, then up until you reach age 78, you will have earned 

more altogether than if you had claimed at age 66. It’s not until you reach age 81 that claiming at 

age 70 nets more over time than claiming at age 62. 

The Social Security Administration itself explains on its official website, “As a general rule, early or 

late retirement will give you about the same total Social Security benefits over your lifetime. If you 

retire early, the monthly benefit amounts will be smaller to take into account the longer period you 

will receive them. If you retire late, you will get benefits for a shorter period of time but the monthly 

amounts will be larger to make up for the months when you did not receive anything.” 
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Working while collecting 

The earnings test 

Earning extra income can cost you if you take Social 

Security benefits early while you are still working. Keep 

in mind this only applies if you have not yet reached your 

FRA. Social Security has what is known as the earnings 

test, and what happens is that you will forfeit some of 

your benefits depending on how much money you make. 

Each year, a specific limit is decided on, and for 2015, the 

lower limit is $15,720. If you are under full retirement 

age, you will forfeit $1 in benefits for every $2 you make 

over this amount.  

For the year that you will reach your FRA, Social Security 

deducts $1 in benefits for every $3 you earn above the 

higher limit for the year. If you will reach your FRA during 

2016, that limit is $41,880. For instance, if your birthday 

is in June, only your earnings from January through May 

will be counted towards that upper limit. Once you are 

past full retirement age, the earnings test disappears and 

you can make as much money as you want with no 

impact on benefits. 

Still confused about working while collecting Social 

Security benefits? Many people find it helpful to try out 

the Retirement Earnings Test Calculator, found on the 

official Social Security website (ssa.gov). 

Ready for some good news? Any benefits lost because 

your earnings exceeded the limits are not completely 

gone. When you reach your FRA, from that point forward 

the Social Security Administration will recalculate your 

benefits to take into account any benefits lost to the 

earnings test.  

Let’s say you claimed benefits at age 62 and so over the 

next four years you lost one full year of benefits. So, at 

age 66, your FRA, your benefits are refigured and 

increased as if you had only taken benefits three years 

ahead of time instead of four. What this means is that 

instead of 25%, your lifetime reduction in benefits will 

only end up being 20%.  
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File and suspend 

DEADLINE: April 29, 2016 

If you were born before May 1, 1950, you may want 

to pay attention to a very important date:  April 29, 

2016. This is the last possible date to use a very 

valuable strategy known as file and suspend. In 

November of 2015, the Bipartisan Budget Act, in 

which this strategy was effectively phased out, was 

signed into law.  

What is file and suspend? Essentially, this strategy 

has been used by married couples to maximize their 

Social Security benefits. According to the rules, 

spousal benefits, which we discussed previously, can 

only be paid off of a person’s record who has already 

filed for benefits. So, one spouse files for Social 

Security benefits, then immediately suspends the 

payment of those benefits. This allows the benefits 

to earn delayed retirement credits for each year of 

waiting until age 70. 

Because benefits have been filed for, technically the 

rules have been followed, and the other spouse can 

go ahead and apply to receive their spousal benefits 

on the suspending spouse’s earnings. The main 

reason a couple would want to do this is if one 

person’s spousal benefit would be higher than their 

own. With the changes that are now in place, after 

April 29, 2016, in order for the spouse or dependent 

children to be eligible for spousal or dependent 

benefits, the person who files must actually start 

taking those benefits.  

Now, if you happen to be one of those people who 

turn 66 by April 30, 2016, you can still file and 

suspend. This way, your spouse can still collect 

benefits off of your earnings record while you are 

allowed to leave your benefits to grow.  



Steps to Take 

Dusty Farber, CES, relays some practical advice about how to maximize your benefits.  

“Start the discussion early (age 60 or earlier) with a qualified financial advisor, preferably one with 

a certified financial planner (CFP) or retirement income certified practitioner (RICP) designation. 

Social Security benefits, and when to defer or elect benefits is not as simple as it may seem. Early 

review and integrated planning will help you maximize the benefits you have earned and receive the 

benefits that are right for you and your family.”  

Consider all the factors 

Social Security is a great way to help you plan for your retirement, as long as you make the 

decisions that will benefit you and your family the most. This important program is a crucial part of 

retirement readiness, providing at least half of the income for about two-thirds of retirees, and 

almost 90 percent of necessary income for about one-third of retirees.  

Don’t let the following questions overwhelm you. It’s not necessary to know all the answers all at 

once. Instead, let them serve as a helpful review. These questions can also give you some bullet 

points to talk through with your financial advisor.  

Do you have the 40 credits you’ll need to be eligible for Social Security benefits? Do you have 35 

years of covered wages in order to estimate your potential monthly benefit? 

Are you aware of how taxes may affect your income from Social Security? Do you know how much 

of your current earnings can be taxed for contribution to the Social Security fund? 

Will you wait until you’re 70 to begin collecting benefits, or will you collect at your FRA, or even 

begin collecting early, at age 62? Are you aware of how this will affect the amount of your monthly 

benefit?  

If you’re married, will you use the spousal benefits available to you? If you are divorced, what 

benefits do you qualify for, and which ones will you take advantage of? If you are a surviving 

spouse or dependent, are you getting all the benefits you qualify for?  

Do you plan to continue working while receiving Social Security benefits, and if so, do you know 

how this may affect you? Are you eligible to take advantage of the file and suspend strategy before 

the deadline?  

Retirement Estimator 

Pensions, savings and investments should also be an important part of your retirement planning, 

along with your Social Security benefits. As you are thinking ahead to retirement, you may be 

wondering how much of your monthly income will actually be from Social Security.  

The Social Security website has a Retirement Estimator that may help you get some answers. More 

than likely, those answers won’t be exact, due to an increase or decrease in earnings, cost-of-living 

adjustments, the likelihood of changes in the law, plus other factors. However, getting a ballpark 

idea of what to expect may be helpful as you discuss your retirement with your financial advisor.  
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Consult a financial advisor 

When you make an appointment to discuss your 

retirement goals with your financial advisor, remember 

to bring your questions about Social Security with you. 

Even if you may think you know most of the answers, 

take the time to listen to the valuable opinion of a 

financial professional. Your trusted advisor will be very 

familiar with all of the benefits, rules and strategies of 

Social Security, and will be able to help you make the 

decisions that will be the most helpful to you. Keep in 

mind, as well, that since your advisor is aware of your 

total financial picture, along with the goals you’ve set, 

he or she can make sure you really do know everything 

you need to know about Social Security, so you are 

really ready for retirement.  
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