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Columbus Life Insurance Company, Cincinnati, Ohio is
licensed  in the District of Columbia & all states except New York.

Presenter
Presentation Notes
Welcome to this short seminar on Social Security benefits.  In the next 15 minutes, we will discuss some basics about Social Security and when to claim retirement benefits.  Deciding how and when to claim Social Security benefits are an important part of retirement income planning and as you will find out, there is no standard answer to the question “when should I claim social security.” 
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A Crucial Element of 
Your Retirement Finances

This material is not intended to be used, nor can it be used by any taxpayer, for the purpose of avoiding U.S. federal, state or local tax 
penalties. This material is written to support the promotion or marketing of the transaction(s) addressed by this material. This material is 
being provided for informational purposes only. It is not intended to be, and should not be construed as, legal or tax advice. Neither 
Columbus Life nor any producer representing Columbus Life provide legal or tax advice. Laws of a specific state or laws relevant to a 
particular situation may affect the applicability, accuracy, or completeness of this information. Federal and state laws and regulations 
are complex and are subject to change. Consult an attorney or tax advisor regarding your specific legal or tax situation.
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Social Security Benefits

• Can’t outlive it
– Pays for your life and/or life of 

surviving spouse
• Automatic cost of living adjustments
• Don’t have to be an investment expert

– Payout is not dependent on your choice 
of investments

• Retirement benefits are designed to 
replace a portion of working income

Source: www.SSA.gov Retrieval Date 1/29/2016.

Presenter
Presentation Notes
Social Security benefits help to deal with some of the issues with retirement planning – will I outlive my income?  What about the effects of inflation over my lifetime? And what investments should I choose to ensure that my funds don’t run out?Social Security retirement benefits are intended to replace a portion of working income.  The portion depends on the worker’s income level – the more income the worker earned, the less that is replaced and conversely, the lower the worker’s income, the higher percentage that is replaced.  Benefits are not universal – a worker has to have contributed to the Social Security system for a number of years in order to qualify for benefits.  

http://www.ssa.gov/
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When Can I Get Social Security?

60

Survivor benefit 
(reduced benefit)

62
Earliest retirement 
benefit available
(reduced benefit)

66

Full Retirement Age 
(FRA)

70

Maximum Social 
Security benefit 
(except for cost of living)

Source: www.SSA.gov Retrieval Date 2/1/2014 

Presenter
Presentation Notes
Social Security benefits have to be claimed – the government does not automatically start sending out checks at a certain age.  In addition, the amount that an individual will receive depends on the age at which they file for benefits.  Retirement benefits are calculated as of a person’s full retirement age.  If benefits are started before FRA then they will be reduced, if they are started after FRA, then they will be increased.  Once the benefit has started the monthly amount will not be adjusted, except for cost of living adjustments.�The major ages are shown on the screen.  In general, retirement benefits can be claimed any time between age 62 and 70.  Waiting beyond age 70 will not increase the monthly benefit, although there is no requirement that you have to claim at age 70.For most baby boomers, full retirement age will be age 66.  For those born after 1954, the full retirement age increases slightly by two months for each year to reach age 67 for those born in or after 1960.  For example, for those born in 1955 FRA is 66 years and 2 months.Benefits paid before FRA are discounted by 25% at age 62.  Benefits started after FRA are increased by 8% per year until age 70.

http://www.ssa.gov/
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Retirement Benefit Example 
• File and claim retirement benefit

• Cost of living adjustment ignored
• Benefit payable is determined based 

on age when start claim

Age 62
$750/mo

Age 66

$1,000/mo

$1,320/mo

Age 70

Source: www.SSA.gov Retrieval Date 2/1/2014 

Presenter
Presentation Notes
Here is an example for a person who has a monthly benefit of $1,000 at age 66, their FRA.  Claiming at other ages, will result in different starting amounts.�It is important to realize that monthly benefits will not change based on subsequently reaching FRA, for example.  So if I claim at age 62 I will continue to receive the discounted benefit for the rest of my life.  In addition, if I am married, this will be the amount of the survivor benefit paid to my spouse, with some adjustment possible.

http://www.ssa.gov/
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Spousal Retirement Benefit

At Spouse’s Age 62Spouse’s Full
Retirement Age (FRA)

100%
75%

Note: If spouse has benefit greater from own work record, the higher amount will be paid

50% of worker’s benefit at FRA

Source: www.SSA.gov Retrieval Date 2/1/2014 

Presenter
Presentation Notes
The spouse of a worker is also entitled to a retirement benefit based on the worker’s record.  The benefit that is paid will be the greater of the spouse’s own benefit or the spousal benefit based on the worker’s record.The spousal benefit based on his or her spouse’s record is 50% of the worker’s full retirement benefit (not necessarily 50% of what the worker is receiving) if the spouse is at least full retirement age.  The retirement benefit is subject to slightly different discounting rules from the survivor benefit if the benefit is taken before FRA.  There is no 8% increase for delaying the spousal benefit after FRA.Benefits received before FRA subject to loss of benefits discussed later.

http://www.ssa.gov/
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Survivor Benefit

At Survivor’s
Age 60

Survivor’s 
Full Retirement Age (FRA)

100%
71.5%

100 % of deceased spouse’s FRA benefit

Source: www.SSA.gov Retrieval Date 2/1/2014 

Presenter
Presentation Notes
When a worker dies, his or her full benefit will be paid to the surviving spouse if the surviving spouse is Full Retirement Age.  If the spouse, is younger, he or she can decide to take a discounted benefit or wait and take the full benefit when they reach FRA.  ��Recognizing that surviving spouses are sometimes younger than the deceased worker, survivor benefits can be claimed as early as age 60 of the surviving spouse. If a benefit is taken at the surviving spouse’s age 60, the benefit will be 71.5% of the �full retirement benefit.  �Since the worker’s benefit in most cases will determine the survivor’s benefit, this can be an important consideration in deciding when to take the worker’s benefit.No 8% delayed retirement credit on survivor benefit.Benefits received before FRA subject to loss of benefits discussed later.

http://www.ssa.gov/
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Common Claiming Strategies

Presenter
Presentation Notes
Let’s look at some Common Claiming Strategies
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Claiming Strategies

Strategies depend on life expectancy but “cross-over” 
point can be calculated 

Take sooner 
if not healthy 
or in financial 
need

Take later 
if healthy

Presenter
Presentation Notes
So with all these rules, when should you take your benefits.�In general, take sooner if you need the income or are in poor health. Take later if you are healthy and expect to live beyond the “crossover” date. �The crossover point is the date when one strategy meets or beats another strategy.  An easy example is taking a benefit at age 62, compared with taking a full benefit at age 66.  For most people, the crossover is 78 years.  So if I expect to live beyond age 78 I am better to wait until 66 to claim a benefit as I will receive more over my lifetime. 
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Claiming Strategies

Married couples
– Lower earning spouse starts at age 62;
– Higher earning spouse delays up to age 70

Suspend
Restricted 
Application

(age 62 or older on 12/31/15)

Source: www.SSA.gov Retrieval Date 2/1/2014 

Presenter
Presentation Notes
For married couples, there are more claiming strategies, although the Bipartisan Budget Act of 2015 has eliminated two of the most popular strategies for those currently under age 62. Since both spouses could have their own benefit there is the possibility of one spouse claiming a spousal benefit at full retirement age for a number of years and then later switching to his or her own benefit.  This is the Restricted Application strategy and is only available to persons aged 62 on or before December 31, 2015.  A second strategy, the Suspend strategy, allows a spouse who filed early to suspend their benefit at FRA.  They will then earn delayed retirement credits on the amount of the suspended benefit.  This strategy is appropriate where the Social Security benefit is no longer needed because a spouse has returned to work or has other income.  The “File and Suspend” strategy is not available after April 2016.The choice of strategies depends heavily on the difference in age between the spouses and the whether or not they each have their own social security record.  

http://www.ssa.gov/
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Loss of Benefits

• Earned income could cause 
reduction in benefits
– Under year of full 

retirement age
– Year of full retirement age up 

to month of full retirement age
– Month of full retirement age and later

Source: www.SSA.gov Retrieval Date 2/1/2014 

Presenter
Presentation Notes
A further complication is that there could be a loss of benefits if the claimant has earned income.  These rules were changed a few years ago and are applicable now only to the period before Full Retirement Age.  So if a person starts taking benefits at age 62 and has earned income, his or her benefit will be reduced by $1 for every $2 earned above the annual exemption amount.  The exemption for 2014 for years prior to attaining full retirement age is $15,480.  There is a higher threshold for the year of full retirement, but no income limits upon reaching the month of full retirement age. So for example, if  a person has a benefit of $1,000 per month and they earn $12,000 more than the exemption, their benefit will be reduced by $6,000 per year or $500 per month.  For any month in which the benefit is eliminated, there will be a recalculation at FRA of the benefit amount – essentially treating the months of no benefit as months of deferral of benefit.  So if a person started a benefit at age 62 and between age 62 and 66 had 12 months of no benefit, then at FRA their benefit would be recalculated �as if they started their benefit at age 63.Earned income is income from salary and wages.  It does not include pension, IRA distributions, interest or dividends.Exemption amount is calculated differently in year of full retirement age.

http://www.ssa.gov/
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Taxation of Social Security

• Up to 85% of benefits includable in 
taxable income

• Tax rate depends on amount of other 
income and deduction

• Consult your tax advisor

Source: www.SSA.gov Retrieval Date 2/1/2014 

Presenter
Presentation Notes
Finally Social Security benefits may be subject to income taxation.  Amount subject to taxation depends on amount of other income from all sources, including wages, dividends, interest, capital gains, pension and IRA distributions.  Depending on filing status and amount of income there are essentially two tiers.  With income below a threshold of approximately $32,000 (married filing jointly), no amount is subject to taxation.  For income above $44,000 then 85% of the benefit is included in taxable income and for income amounts in between, 50% of the benefit is included in income.  For single taxpayers the thresholds are $25,000 and $34,000.Note that this is not the rate of tax on the benefit, it is the amount of the Social Security benefit that is included in taxable income and will be subject to tax at the individual’s marginal tax rate.You should discuss the taxation of your Social Security benefit with your tax advisor as this is a simplification of the rules.

http://www.ssa.gov/
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Key to Getting Benefits

• You must file!

SSA.gov Your local Social 
Security office

Source: www.SSA.gov Retrieval Date 2/1/2014 

Presenter
Presentation Notes
As we mentioned earlier – you have to file to get your benefits. The Social Security Administration will not send you a check until you ask.You can file by either visiting SSA.gov and filling out the appropriate forms online OR You can make an appointment at your local Social Security office to fill out the appropriate forms.  

http://www.ssa.gov/
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Thank You
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Presenter
Presentation Notes
Thank you for your attention. I look forward to helping you maximize your Social Security benefitI will be pleased to set up an appointment to discuss how we can help maximize your Social Security benefit after the meeting.
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