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WHAT IS SOCIAL SECURITY?

In this context, Social Security is a federal—government sponsored retirement benefit 
designed to replace some of your income in retirement. If  you or your spouse have 
worked for at least 40 quarters and paid taxes on the income, you may be eligible to 
collect benefits in retirement.

Social Security Administration, 2015

The Social Security landscape changed dramatically in 2015 when Congress abolished 
several advanced claiming strategies that helped retirees increase lifetime income. The new 
rules make it more important than ever to make informed decisions when incorporating 
Social Security into your overall financial strategies.

We developed this special report to help investors learn more about Social Security benefits 
and how to maximize their lifetime income from Social Security.

We encourage you to read this report carefully and take note of any questions or thoughts 
about your personal situation so that we can discuss them. 

THE TOP SOCIAL SECURITY FACTS 
RETIREES MUST KNOW

INTRODUCTION

Social Security can offer an important source of guaranteed income, and you want to 
feel confident when choosing the right claiming strategy under the new Social Security 
regulations. At CTS, we’re happy to provide the facts and guidance to help you and your 
family make important decisions.

According to Social Security Administration (SSA) statistics, Social Security benefits 
account for about 34 percent of  retirement income for the average American.(1)  One of the 
biggest mistakes today’s retirees can make is to underestimate the importance of Social 
Security in their retirement strategies. In an era of vanishing pensions, Social Security offers 
government-guaranteed income that isn’t vulnerable to market risk, can’t be outlived, and 
can provide for your loved ones after your death. 



737 N. Michigan Avenue, Suite 2120  •  Chicago, IL 60611  •  312-337-1040  •  www.ctsfinancialgroup.com

CTS Financial Planning, Inc. is an SEC Registered Investment Adviser. 2

You will be eligible to collect 100 percent of  your benefit at your full retirement age, which is age 66 for anyone born 
between 1943 and 1954, 66 plus a two-month delay per birth year for those born between 1955 and 1960, and age 67 
for anyone born after 1960. For example, if  you were born in 1951, your FRA is 66. If  you were born in 1956, your FRA 
would be 66 years and four months.(2)

Many Americans are forced to file for benefits early for financial reasons, which can cost them dearly in lost income. 
If  you can afford to wait until your FRA, you’ll be eligible for 100 percent of  your Social Security benefit.  If  you can 
afford to wait even longer, your benefit will increase by up to 8 percent every year until age 70, permanently. So, if  
your basic benefit were $1,000 at your FRA of age 66, it would increase to $1,320 per month, or 132 percent of  your 
benefit, by waiting until age 70 to take it. If  you were born in 1943 or later, you’ll qualify for the 8 percent credit each 
year. (3)

1. YOUR AGE AFFECTS THE BENEFIT YOU WILL RECEIVE.

The earliest age that you can file for Social Security retirement benefits is 62, but you won’t be able to collect your 
full benefit then. Instead, the SSA reduces those benefits by either 25 percent if  your full retirement age (FRA) is 66 
or 30 percent if  it’s 67. So, if  your full monthly benefit at age 66 were $1,000, you’d only receive $750 each month if  
you started collecting at age 62. That reduction in benefits will be permanent.

ACCORDING TO THE SOCIAL SECURITY ADMINISTRATION...

• A man reaching age 65 in 2015 can expect to live, on average, until 84.3 years of age.
• A woman turning age 65 in 2015 can expect to live, on average, until 86.6 years of age.

About one out of  every four 65-year-olds today will live past age 90, and one out of  10 will live past age 95.

Social Security Administration Life Expectancy Planner, 2015
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3. YOU MAY WORK AND COLLECT SOCIAL SECURITY, BUT IT MIGHT AFFECT YOUR MONTHLY BENEFIT.

Many Americans are continuing to work well into their retirement years. While the government allows you to work 
and collect Social Security benefits, your benefits may be reduced if  you are below your FRA.

Starting with the month you reach full retirement age, you will start receiving benefits with no reduction, even if  you 
keep working. Once you reach your FRA, the SSA will recalculate your benefit and give you credit for any benefits 
that were withheld while you were working. Keep in mind that you must pay Social Security and Medicare taxes as 
long as you are earning income.(4) Benefit reduction calculations are complex and it’s worth consulting a financial 
professional to determine whether special rules apply to your situation.

If  either you or your spouse expect to live past the age of 80, you’re generally better off  waiting to claim as long as 
possible to receive a larger benefit.  However, if  your health isn’t good or you need the income, you might want to 
consider claiming Social Security benefits early. 

Ultimately, your personal Social Security strategy will depend on many personal factors like taxes, marital status, 
age, health, and other sources of income. It’s a good idea to discuss your situation with a financial professional who 
can analyze your situation and offer personalized advice.

2. EVEN UNDER THE NEW SOCIAL SECURITY SYSTEM, IT MAY MAKE FINANCIAL SENSE FOR AT LEAST 
ONE MEMBER OF A COUPLE TO DELAY CLAIMING BENEFITS UNTIL AGE 70.

Many retirees wrestle with the question, “When is the right time to file for benefits?” There is no perfect time to file 
for benefits, but choosing the right claiming strategy can radically affect how much you can collect over your lifetime. 
Many Americans are forced to claim early benefits for financial reasons, but, if  you can afford it, delaying Social 
Security benefits could mean collecting significantly more over the course of your life.

HOW WE CAN HELP YOU WITH SOCIAL SECURITY:

• Maximize your Social Security benefits under new rules
• Claim your spousal or survivor benefits
• Determine how divorce affects your Social Security benefits
• Understand pensions and Social Security benefits
• Claim disability benefits
• Understand your Medicare benefits



737 N. Michigan Avenue, Suite 2120  •  Chicago, IL 60611  •  312-337-1040  •  www.ctsfinancialgroup.com

CTS Financial Planning, Inc. is an SEC Registered Investment Adviser. 4

4. SOCIAL SECURITY BENEFITS ARE TAXABLE.

Unfortunately, retirement doesn’t mean retiring your worries about taxes. If  you collect substantial income from 
sources like wages, investment income, rental income, or any source that you report on your tax return, you will very 
likely owe taxes on your Social Security benefits. The tax rate you’ll pay depends entirely on your overall income 
bracket since Social Security gets treated like ordinary income.

However, there are strategies that may help you maximize your income while reducing taxes. For example, one 
method is to take as much income as possible from sources that are excluded from the “combined income” that the 
IRS uses to calculate the taxation of your Social Security.(5)

You won’t ever have to pay taxes on more than 85 percent of  your Social Security benefits.

Social Security Administration Life Expectancy Planner, 2015

According to IRS rules, income from the following sources may potentially be excluded from combined income 
calculations:(6) 

• Qualified Roth IRA distributions
• Non-taxable pensions and annuities
• Inheritances and gifts

Please keep in mind that taxes are just one piece of your overall financial picture and it’s important not to let them 
overshadow other critical facts. If  you are concerned about the effect of  taxes on your retirement income, we strongly 
recommend that you speak to a qualified financial professional.  

5. MARRIED? DON’T FORGET ABOUT SPOUSAL AND SURVIVOR BENEFITS.

Married couples need to think about how their Social Security claiming strategies will affect their spouse’s benefits 
and income in retirement. This issue is especially important when one spouse is significantly older than the other or 
earned more during a career. If  your spouse isn’t eligible for a personal benefit, his or her benefits are based on your 
personal benefit, which means that the age at which you file for benefits will have a major impact on what he or she 
is eligible to collect. 

For many couples, maximizing a survivor benefit for a younger spouse is a major consideration. Since a survivor 
who has reached FRA will be eligible for 100 percent of  the primary worker’s benefit, he or she will be able to take 
advantage of any delayed retirement credits and cost-of-living adjustments that the primary earner accumulates. 
Bottom line: the longer you wait to collect Social Security, the more your spouse will be able to claim as a widow 
or widower. Surviving spouses can usually choose between collecting a personal benefit or a survivor benefit, 
depending on which one is higher.(7)
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ARE YOU MAKING THESE CRITICAL SOCIAL SECURITY MISTAKES?

• Ignoring spousal and survivor benefits
• Claiming too early
• Claiming too late
• Forgetting about earnings limits
• Ignoring the impact of  taxes
• Not getting professional advice

6. PAYING ATTENTION TO SOCIAL SECURITY IS CRITICAL UNDER NEW RULES.

On November 2, 2015, President Obama signed into law a bipartisan budget deal that affected two strategies that 
helped retirees increase their lifetime benefits by claiming income now and claiming more income later: file-and-
suspend and restricted applications for benefits.

The new regulations went into effect on April 30, 2016, and affected retirees can no longer take advantage of these 
advanced strategies. Under the new regulations:(8) 

• Retirees who turn 62 on or after January 2, 2016 will no longer be able to choose between receiving a spousal 
benefit or receiving their own personal benefit. Instead, they will be “deemed” as filing for both and will receive the 
larger of  the two benefits without accumulating additional credits. Retirees who turned 62 before the deadline may 
still be able to file restricted applications for benefits. It’s vital to speak to a financial professional immediately to 
learn whether you are eligible to take advantage of the old rules.

• Retirees will not be able to file and then suspend a personal benefit while triggering benefits for a spouse or 
child. Instead, they will have to receive their own benefit to allow a family member to collect on the primary record. 
Retirees can still voluntarily suspend their benefit to accrue credits, but will also suspend any spousal benefits on 
that record. A retiree who has suspended his or her own benefit cannot receive a spousal benefit. Divorced spouses 
will not be affected by the rule change and can still collect a spousal benefit if  the ex-spouse suspends his or her 
personal benefit.

• Retirees who suspend their benefit will no longer be able to receive their suspended benefits in a lump sum before 
age 70.

• Retirees who have already taken advantage of the old rules were grandfathered in and are not affected by the 
changes.

• The new rules only apply to retirement benefits, not survivor’s or disability benefits. So, if  you are a widow or 
widower or are entitled to disability benefits, you may claim those benefits independently of  your personal worker’s 
benefit if  you restrict your application. If  you have questions about your specific situation, contact a qualified Social 
Security expert.
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Social Security is a foundational element of a retirement income strategy, and the new rules may affect your 
financial picture. If  you had planned to use one of these disallowed Social Security benefit strategies to increase 
your income in retirement, then you will need to revisit your income assumptions to ensure that you have enough to 
live comfortably. However, there are still ways to increase the amount of Social Security benefits you can claim.

Married couples can (and should) coordinate claiming strategies to maximize total Social Security income. For 
example, a higher-earning spouse can delay his or her benefit to accrue additional credits while the other spouse 
claims his or her own personal benefit. You can potentially improve your retirement picture by:

• Claiming benefits late to earn additional retirement credits
• Minimizing taxes paid on your Social Security benefits
• Maximizing survivor benefits for yourself  or your spouse

No strategy can be right for everyone, and it’s important to consider your entire financial picture when making 
decisions about Social Security. As with many financial strategies, details matter, and things like age differences 
between you and your spouse, taxes, and life expectancy can all affect your overall outcome.  

Under the new Social Security rules, making informed decisions about when to file is critical to making the most of  
your benefits. 

CONCLUSIONS

For many retirees, Social Security benefits are the cornerstone of their income strategies and account for a 
significant percentage of their retirement income. It’s absolutely critical to plan ahead now so that you can make the 
most of  this invaluable resource. Every strategy will not work for every retiree, which is why it’s so important to take 
the time to analyze your needs and test possible scenarios. 

The new regulatory environment means it is more important than ever to understand your Social Security options. 
The moral of  the tale? You can’t depend on a single financial or retirement strategy to build a comfortable life in 
retirement. A great benefit of  your partnership with CTS, is having a financial professional that will track changing 
retirement issues on your behalf. We will then guide you in developing personalized plans that will best leverage 
Social Security in light of  your overall financial goals.

If  you or anyone close to you would like to discuss how to maximize your Social Security benefits with CTS Financial, 
please give us a call at 312-337-1040 or email us directly at info@ctsfinancialgroup.com.

Warm Regards,
Jonathon Much and the CTS Financial Team
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Footnotes, Disclosures, and Sources

CTS Financial Planning, Inc. (“CTS”) is an SEC registered investment adviser with its principal place of business in the State of Illinois. Registration does not imply a 
certain level of  skill or training. For information pertaining to the registration of CTS, please contact CTS or refer to the Investment Adviser Public Disclosure web site 
(www.adviserinfo.sec.gov). For additional information about CTS, including its fees and services, please send us a written request for our disclosure brochure. This 
newsletter is provided for informational purposes only. The information contained herein should not be construed as the provision of personalized investment advice. 
Information contained herein is subject to change without notice and should not be considered as a solicitation to buy or sell any security. Past performance is no 
guarantee of future results. Investing in the stock market involves the risk of loss, including loss of principal invested, and may not be suitable for all investors. 

This letter contains certain forward-looking statements which indicate future possibilities. Actual results may differ materially from the expectations portrayed in such 
forward-looking statements. As such, there is no guarantee that any views and opinions expressed in this letter will come to pass. Additionally, this letter contains 
information derived from third party sources. Although we believe these sources to be reliable, we make no representations as to the accuracy of any information 
prepared by any unaffiliated third party incorporated herein, and take no responsibility therefore. For information about your particular account holdings, please review 
the statements you receive directly from the custodian of your accounts or contact us. All expressions of opinion reflect the judgment of the authors as of the date of 
publication and are subject to change without prior notice.
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