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Welcome. My name is ___, and I’m going to talk to you today about how to get the most out of a Social Security benefit. 



Agenda

When and how much

Work and taxation

Spousal benefits

Other things to consider

Presenter Notes
Presentation Notes
We’ll start with a quick definition of Social Security and discuss how to identify the benefit. Then, we’ll focus on the options available, and discuss ways to implement it... and now to get started.



The history of Social Security
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1935 

Social Security Act 
signed into law; 
Full Retirement 
Age (FRA) = 65

1940

Regular 
ongoing monthly 
payments begin

1965

Medicare 
signed into law to 

strengthen the 
social safety net

2009

FRA increased 
to 66

2021

FRA gradually 
increased 

to 67

Presenter Notes
Presentation Notes
Let’s spend a few minutes going over the basics. Social Security was developed in the mid-1930s as a response to the Great Depression; it was intended to provide a safety net to keep the elderly from falling into poverty. It provided lifetime benefits to qualifying individuals who reached age 65.That’s still its purpose today, but there’ve been a number of changes to the program. For one, Full Retirement Age (FRA) has been raised from 65 to 66 for those born between 1943 and 1954, and under current law is set to rise to age 67 for those born in 1960 and later. Another change is that individuals are allowed to elect to receive benefits as early as age 62 at a reduced amount or delay up to age 70 and receive delayed credits (currently at an annualized rate of 8 percent).FRA is key, because benefits are always calculated as to what an individual would receive at FRA and then adjusted down if taken earlier or up if payout is delayed. Also, the rules around electing benefits are different for those who elect before FRA compared to those who elect after FRA.



Social Security eligibility
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At least age 62 to collect benefit

Accrued 40 credits of coverage via payroll FICA* taxes

May be eligible based on spouse’s (or ex-spouse’s) work history

Benefit based on highest 35 years of indexed earnings

*FICA is a U.S. federal payroll tax. It stands for the Federal Insurance Contributions Act and is deducted from each 
paycheck. As you work and pay FICA taxes, you earn credits for Social Security benefits. 

Presenter Notes
Presentation Notes
Read from slide.



Know the benefit
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Presenter Notes
Presentation Notes
Social Security retirement benefits are based on recorded earnings while employed.  The Social Security Administration mails benefit statements automatically to individuals age 60 and older. If under age 60, individuals can view their statement online.  These are ways to obtain details about retirement benefits: Contact a local Social Security Administration office.Call the Social Security Administration at 800-772-1213.Visit ssa.gov and view personalized information online. INTERESTING FACT: The first recipient of monthly Social Security benefits was Ida May Fuller – from Ludlow, Vermont. The payment amount was $22.54 and dated January 31, 1940. She worked for 3 years under the program and had paid a total of $24.75, lived to be 100, and collected $22,888.92 in benefits.



Retirement Income
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Percentage of income replaced by 
Social Security for average earners

401(k) or 403(b) plan 

Pension

Employee Stock

HSA & FSA

IRAs

Mutual Funds & Annuities

Other investments

Insurance

Government pension

Social Security

Employee 
benefits

Savings &
investments

Government
Programs

Social 
Security

40%

Presenter Notes
Presentation Notes
What is Social Security? Put simply, a retirement benefit that replaces approximately 40 percent of the income needed in retirement—for the average earner trying to sustain 70 percent of their pre-retirement income.Blow up: 40% income replacement in retirement



Social Security Full Retirement Age
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Full Retirement Age 
determines when 
someone can begin 
collecting full Social 
Security benefit 
payments.

Birth year Full Retirement Age
1943 – 1954 66
1955 66 + 2 months
1956 66 + 4 months
1957 66 + 6 months
1958 66 + 8 months
1959 66 + 10 months
1960 and later 67

Presenter Notes
Presentation Notes
One important factor in determining someone’s Social Security benefit is their “Full Retirement Age.” This age is based on the year they were born, and determines when they can begin collecting full Social Security benefit payments. <Find your birth year on this chart.>



Can claim as early as age 62
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ImpactBirth year Full Retirement Age Benefit reduction

1943 – 1954 66 25.00%
1955 66 + 2 months 25.83%
1956 66 + 4 months 26.67%
1957 66 + 6 months 27.50%
1958 66 + 8 months 28.33%
1959 66 + 10 months 29.17%
1960 and later 67 30.00%

Smallest monthly check

Potential reduction 

penalty for employment

May face benefit taxation 

sooner

Presenter Notes
Presentation Notes
While the Full Retirement Age must be reached to collect the full retirement benefit, retirees can begin collecting Social Security benefit payments as early as age 62.It’s important to know that if the benefit is elected at age 62, the retiree will collect a reduced amount – which could be even less if they continue working.Electing before Full Retirement Age may reduce the benefit by 25-30 percent, while electing after Full Retirement Age may increase the annual benefit by 7-8 percent.INTERESTING FACT: In 2011, 74 percent of Americans (nearly 34.6 million people) received a reduced benefit because they elected to begin taking their benefit payments before Full Retirement Age. �Source: Social Security Administration Annual Statistics Supplement, 2012.



Claiming at age 70
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Impact
Highest monthly check

No penalty for employment

8% increase per year after Full 

Retirement Age 

+8%

+8%

+8%

+8%

80%

90%

100%

110%

120%

130%

140%

Age 66 Age 67 Age 68 Age 69 Age 70
B

en
ef

it

FRA

Presenter Notes
Presentation Notes
Read from slide



When should I take my benefit?

10 Source: Social Security Administration 

130%

100%

90%
62 63 64 65

67 68 69 70

Full Retirement Age

Take benefits laterTake benefits earlier

120%

110%

80%

65

Presenter Notes
Presentation Notes
When it comes to collecting Social Security payments, there are three basic options: Begin collecting a reduced benefit as early as age 62. A reduced benefit means lower monthly payments. In general, the earlier someone begins collecting, the lower the monthly payments will be. Collect the full benefit at Full Retirement Age.Delay receiving the benefit up to age 70 and receive higher monthly payments. 



Working while collecting 

11 *If benefits are withheld, the benefit at Full Retirement Age is adjusted to compensate for the reduction.

FRA

Under Full Retirement Age

Full 
Retirement 
Age Year

For every $3 over 
employment income 

limit above, $1 is 
withheld from benefits

$51,960$19,560
For every $2 over 

employment income 
limit above, $1 is 

withheld from benefits

Over Full Retirement Age

No limits on earnings*

Presenter Notes
Presentation Notes
Another key consideration is whether to continue working after electing to receive the benefit.   If collecting it while working, before having reached Full Retirement Age, it may be reduced.  Once reaching Full Retirement Age, someone can work with no reduction to their benefit. If they have benefits withheld, the benefit at Full Retirement Age will be adjusted to compensate for the reduction.



Taxes and Social Security
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Note: State and local taxes may differ.
Source:  Social Security Administration.

Provisional income Benefits subject 
to tax

Under $25,000 0%

$25,000 - $34,000 Up to 50%

Over $34,000 Up to 85%

Provisional income Benefits subject 
to tax

Under $32,000 0%

$32,000 - $44,000 Up to 50%

Over $44,000 Up to 85%

Filing single Married filing jointly

Provisional income
Adjusted Gross Income (AGI) + tax-exempt income + ½ Social Security benefit  

Presenter Notes
Presentation Notes
An individual’s tax situation is another important factor to consider. A portion of the Social Security benefit may be taxed, depending on Provisional Income. Provisional Income is Adjusted Gross Income, plus tax-exempt income, plus 50 percent of Social Security benefits. This chart provides general tax rates by income level. <Because taxes vary based on earnings and location, consult with a financial professional or tax advisor about this if needed.>



Other benefit options

13 *Changes have occurred due to the Bipartisan Budget Act of 2015.

Spousal benefit

Spouse may collect 

a higher spousal benefit 

(up to 50% of their 

spouse’s FRA benefit)

To receive a spousal 

benefit other spouse 

must be collecting a 

benefit

Divorced spousal benefit

Married for at least 10 

years and not currently 

remarried

62 or older to collect and 

be divorced for at least 2 

years if ex has not yet 

filed for their benefit

Survivor & divorced survivor

A widowed spouse or 

divorced widow(er) may 

collect survivor benefit (up to 

100% of deceased spouse’s 

or ex-spouse’s benefit)

60 or older to collect

Presenter Notes
Presentation Notes
If married, and both spouses are eligible to collect Social Security, it’s important to assess age and benefits together. A lower-earning spouse may be eligible for up to 50 percent of the higher-earning spouse’s benefit. Understanding the options can help to optimize a household’s benefit.(Review slide)



Social Security case study

14 *Changes have occurred due to the Bipartisan Budget Act of 2015.

Full Retirement Age: 66

Example: Sam and Ann Age 62 benefit amount Age 66 (FRA) benefit amount Age 70 benefit amount

Sam $750 $1,000 $1,320

Ann $1,800 $2,400 $3,168

Spousal benefit* $840 $1,200 $1,200

Presenter Notes
Presentation Notes
The “spousal benefit" provision enables a married person to take their own benefit, plus a "top-up" amount to increase their total benefit to half of their spouse's FRA benefit. For the spouse to be eligible for half of the benefit, the other spouse must’ve filed and be receiving their personal retirement benefit. A spousal benefit is based upon the spouse’s Full Retirement Age, but will be reduced if the spouse elects early. This provision provides a flexible option to help couples generate income. The benefits of both spouses should be considered before electing this provision. In this example of married couple Sam and Ann: at age 66, Sam can claim a higher benefit by electing his spousal benefit ($1,200) rather than his individual benefit ($1,000). Be sure to consider age and benefit amounts for both spouses to determine the optimal benefit.INTERESTING FACT: The smallest Social Security payment ever made was for 5 cents. Please note: when electing benefits prior to FRA, an individual must first elect based on their own work record before they’re eligible for a spousal benefit "top-up."



Social Security strategies
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1Changes have occurred due to the Bipartisan Budget Act of 2015.
2This option is being eliminated for those who were under the age of 
62 as of January 2, 2016.

Social Security strategy1 Definition Benefit
Restricted Application

Only available to those born 
before 1/2/1954

At FRA, may claim spousal benefit 
only, delay taking their own 
benefit.2

Earn delayed credits and then 
claim higher personal benefit at a 
later age. May also help spouse 
receive greater survivor benefit.

Do-Over May revoke earlier claiming 
decision if made within 12 months 
of filing.

Provides flexibility to 
cease receiving benefit if 
life situation changes.

Suspending benefit May suspend own benefit at Full 
Retirement Age.  Also impacts 
spousal and/or family benefits.

Receive 8% delayed credit per 
year.

Presenter Notes
Presentation Notes
Social Security offers several provisions that can have a big impact on an overall financial plan for retirement. Understanding these provisions may help to increase the benefit.Claim Now/Claim More Later allows married couples at Full Retirement Age to claim one-half of their spouse’s benefit, delay taking their own benefit so it earns delayed retirement credits, and then claim their higher personal benefit at a later age. This provision only applies to married couples, and they both must have an earning history. Depending on longevity and the age each spouse elects to receive their benefit, the Claim Now, Claim More Later provision may provide the highest level of lifetime payments. In addition, if one spouse becomes eligible to receive a survivor benefit, it automatically increases to the highest benefit being paid between the spouses. This provision is only available to those born before January 2, 1954. Remember a spouse must’ve filed and be receiving benefits in order for the other to be eligible to receive a restricted application. If one spouse was born after January 2, 1954, this strategy is not available to the other.Do-Over allows individuals to change their earlier claiming decision. For example, one can halt their current benefit and start receiving the higher amount, but they must pay back the benefits they received. An individual may elect a withdrawal (Do-Over) decision, but it must be made within 12 months of the original election and they’re only granted one withdrawal per lifetime. <Investors should consult with their financial professional before utilizing this strategy.Social Security is typically adjusted each year to rise with inflation; known as the Cost of Living Adjustment (COLA).  However, an increase is not guaranteed. For example, there was no Cost of Living Adjustment for Social Security in 2010 and 2011.



Future of Social Security?

16 *Source:  Social Security Administration.  Assuming no changes to the Social Security program are made.

2034: Year in which Board of Trustees projects Social Security to be 
depleted—with only 76% of an individual’s benefit payable*.

Reduction in Social Security benefit

Increase in FICA taxes

Increase in Full Retirement Age

Change in Cost of Living Adjustment (COLA)

Presenter Notes
Presentation Notes
Read from slide.



Things to consider

17

Work with a financial professional

Evaluate retirement income needs

Create Social Security online account

Determine filing timeline

Apply for benefits

Presenter Notes
Presentation Notes
When we meet, please bring these items to our appointment:A benefit estimateMost recent tax returnMost recent pay statement from employerLatest statements from all retirement plansLatest statement from mutual fundsLife and disability insurance policiesAnnuity contractsWills and trust document(s)



Thank you



The content of this presentation is based upon reliable source material and is believed to be 
correct as of the time of creation; however, it is subject to change at any time without 
warning. Investors should consider consulting with their tax professionals prior to making 
decisions due to their unique circumstances.

The subject matter in this communication is provided with the understanding that Principal®
is not rendering legal, accounting, or tax advice. You should consult with appropriate counsel 
or other advisors on all matters pertaining to legal, tax, or accounting obligations and 
requirements.

© 2022 Principal Financial Services, Inc. Principal®, Principal Financial Group®, and 
Principal and the logomark design are registered trademarks of Principal Financial Services, 
Inc., a Principal Financial Group company, in the United States and are trademarks and 
services marks of Principal Financial Services, Inc., in various countries around the world.

Principal Funds are distributed by Principal Funds Distributor, Inc. 
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