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Credentials

Background :
24 years in the Financial Advisory Industry
Preservation / Distribution Planning Specialist
Certification in Financial Planning from
NYU/UCLA

Designations:

* Certified Financial Planner ™
* Retirement Income Certified Professional™

* IRS Enrolled Agent




This class is designed to help you
understand CONCEPTS and is not
intended to give you advice on social
security or other financial issues. There is
a myriad of social security laws and
regulations to be aware of, therefore it is
recommended that you speak to a
trained financial planner or a benefits
technician of the Social Security
Administration before making any
decisions.




« Payroll ceiling (2024 - $168,000)
« COLA -CPI-W (2024 - 3.2%)

« A quarter of coverage increases to
$1,730

« The average benefit is between $1783
and $1909

* The earnings test increases to $22,320
per year (under FRA) and $59,520 per
year (FRA)
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OAS-DI-HI-SMI

How Social Security Works

An employee

Employers
pays 6.2% of pay 6.2% to
his/her salary ¢ the SS Trust
into SS Trust Fund &

Fund & 1.45% into
1.45% into Medicare
Medicare

Social Security
Trust Fund

¥

Payments to retirees, disabled, survivors and dependents

Any surplus taxes go to the SSTF, secured in the
form of U.S. Treasury Bonds
Source: procon.org




Worker to beneficiary ratio
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2023: 2.7 to 1




Worst Case Scenario

To 2033 To 2035 To 2098

100 83% of 73% of
Benefits Benefits Benefits

https://www.ssa.gov/policy/trust-funds-summary.pdf




ldeas to
Fix the
Funding
Shortage

Cutting benefits by a certain
percentage

Raising Full Retirement Age

Adjusting the Cost of Living
Index

Increase payroll taxes

Raising the wage base limits for
payroll taxes
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Eligibility — So
how can |
participate?

« Earn and accumulate 40 credits
from your working years

* To earn one credit, you must earn
$1,730 (2024)

» Max of 4 credits per year may be
earned at any time during the
calendar year




« SSA will calculate your benefits by
plugging in some key factors into a
formula

* Factors:

| have the
credits,

1) Your highest 35 years of earnings
that were subject to FICA taxes
(different wage bases each year) X an
Index Factor assigned for each year

(inflation adjusted)
What S 2) Sum from step 1/420 (35 X12) =
? AIME (Average Indexed Monthly
n eXt f Earnings)

3) AIME is assigned bend points:
90%(1st $926) , 32% (2nd $5583), 15%
(the rest)




Al (25 D. A o
Year |Maximum Index |Indexed | |Year |Maximum Index
earnings | factor |earnings earnings factor |
1956 | $4,200 13.62 1986 | $42,000 2.78
1957 | $4,200 13.21 1987 | $43,800 2.61
1958 | $4,200 13.09 1988 | $45,000 249
1959 | $4,800 12.47 1989 | $48,000 2.39
1960 | $4,800 12.00 1990 | $51,300 2.29
1961 $4,800 11.77 1991 $53,400 2.21
1962 $4,800 11.21 1992 $55,500 2.10
1963 | $4,800 10.94 1993 [ $57,600 2.08
1964 | $4,800 10.51 1994 | $60,600 2.02
1965 | $4,800 10.32 1995 | $61,200 1.95
1966 | $6,600 9.74 1996 | $62,700 1.86
1967 | $6,600 9.23 1997 | $65,400 1.75
1968 | $7,800 8.63 1998 | $68,400 1.67
1969 $7,800 8.16 1999 $72,600 1.58
1970 |$7,800 7.78 2000 |$76,200 1.50
1971 $7,800 7.40 2001 $80,400 1.46
1972 | $9,000 6.74 2002 | $84,900 1.45
1973 | $10,800 6.35 2003 | $87,000 1.41
1974 | $13,200 5.99 2004 | $87,900 1.36
1975 | $14,100 657 2005 | $90,000 1.30
1976 | $15,300 5.21 2006 | $94,200 1.24
1977 | $16,500 4,92 2007 | $97,500 1.19
1978 | $17,700 4.56 2008 | $102,000 1.16
1979 [ $22,900 4.19 2009 | $106,800 1.18
1980 | $25,900 3.84 2010 | $106,800 1.15
1981 $29,700 3.49 2011 $106,800 112
1982 | $32,400 3.31 2012 | $110,100 1.09
1983 | $35,700 3.16 2013 |[$113,700 1.07
1984 | $37,800 2.98 2014 | $117,000 1.03
1985 | $39,600 2.86 2015 |$118,500 1.00
2016 $118,500 1.00




Here Is
the
math

Sum of
the
indexed
earnings :

Step 1:
Step 2:

Step 3:
Step 4:

4362377.85

Divided by /420=
10386.61

First $960 *90%

Between 960 and
5785*32%

Over 5785*%15%

864

1165.32

690.24

PIA:

2719.56




CLEAR AS MIUD?




ATTEMPT TO WORK
FOR 35 YEARS OR
MORE




Will your benefits increase?

* To determine whether it is worth working an extra year or
two to replace the lower earnings years try this calculation:

* Take your anticipated earning and subtract the lower
existing earning .

* Then divide the number by 420
« Multiply it by .90 or .32 or .15 (most likely .15)
 Answer is the increase in monthly benefits!



What is
your

benefit
based on?

Your PIA (Primary Insurance Amount)

the basic unit used to determine the
amount of each monthly benefit payable
under social security at FRA(Full
Retirement Age)




' Prior to 1937
65

o 1937 Q 1960
. orlate

67

Full

Retirement -
Age



Year of birth Age

1943 - 1954 66

1955 66 and 2 months

1956 66 and 4 months

1957 66 and 6 months

1958 66 and 8 months

1959 66 and 10 months

1960 and later 67



Impact of early retirement

Benefits can start as early as age 62

5/9 of 1% reduction in PIA benefit per month for the
first 36 months retired before FRA

5/12 of 1% reduction in PIA benefit per month for each
month in excess of 36 months retired before FRA



Impact of Late Retirement

3-8% increase in PIA benefit for every one year
delay in retirement (depending on your birth year)

Delayed Retirement Credit

1939-1940 1941-1942 1943 and later
7.0% 7.5% 8.0%




PIA
Cheat
Sheet

Age when you claim Amount of retirement
retirement benefits benefit

4 years before FRA  75% of PIA

3 years before FRA 80% of PIA

2 years before FRA  86.67% of PIA
1 year before FRA 93.33% of PIA
FRA 100% of PIA

1 year after FRA 108% of PIA

2 years after FRA 116% of PIA

3 years after FRA 124% of PIA
4 years after FRA 132% of PIA



Monthly Benefit Amount

Monthly Benefit Amounts Differ based on Age

$1,400
$1,320
$1,240
$1,200 $1,160
$1,080
$1,000
$1,000
$933
$866
$800

$800 $750

$600

$400

$200

$_
62 63 64 65 66 67 68 69 70

Age Initiated Benefits



You can continue to work
after you claim but...

For Every $1 You Earn Benefits are reduced by...
Above...

$20,560 Per Year in the
calendar years before you 1/2
reach FRA

$57,420 Per Year in the
calendar year in which you 1/3
reach FRA

Remember: No Benefits Are Withheld Affer You Reach FRA



Income
Nnot
subject to
earnings
test

Pension income

Withdrawals from qualified
plans

Passive income (rental home)

Investment interest

Investment dividends



DON'T LET THE
EARNINGS TEST
STOP YOU FROM
WORKING




How
are

benefits
taxed?




HOW ARE
BENEFITS
TAXED?




0924 Tax Rate Schedule



SPOUSAL BENEFITS
DO NOT INCREASE
PAST FULL
RETIREMENT AGE




FILING FOR SPOUSAL
BENEFITS UNDER FRA
WILL CAUSE YOUR
BENEFITS TO BE
REDUCED




What Is
voluntary

suspension
of benefits?

This means you are voluntarily
suspending benefit payments at your full
retirement age in order to earn higher
benefits for delaying.

But during the voluntary suspension,
benefits to vour spouse will also be
suspended

And during the voluntary suspension, you
also cannot receive spousal benefits

Divorced spouses are the exception
(simply follow the two year rule)




STAY MARRIED FOR
AT LEAST 10 YEARS




A LARGER BENEFIT
AWAITS IF YOUR
SPOUSE PASSES

AWAY




FOR WIDOWS AND
WIDOWERS, YOU
CAN SWITCH
BENEFITS




SS benefits matrix

| Retroment | _Survivorship_| _Disabity _
Fully Based on
D (40 credits) (40 credits)
Participant- 100% Deceased 100%
Worker
Child < 18 50% 75% 50%
Spouse w/ o o o
Child < 16 50% 75% 50%
gszuse age 66 50% 100% 50%
Spouse age 62 32.5% 81% 32.5%
Spouse age 60 n/a 71.50% n/a



Prevent ideatity theff—protect your Social Securify mumber
Your Social Security Statement

Prepared especially for Wanda Worler

Can | estimate what
) e w my benefits will look
* - like when | retire?

Para Soliciisr Una Declaraciin en Expedoll

What Social Security Means To You
This Social Secarity Statement cun blp you plan  howeerer, he Social Sacarity system s facing » Expect your Social Security statement

for fizmancial futere. It iden estimates of sarions Enancial problems, and acticn & nesded . .
o Social Sty bt e e w1002 mals s e sy il b sound e to be mailed to you every 5 years, if
g ey I . e e .

a meistakn, pleasa lot ws knorw, Thot's important than o cllact in tagas. Withoat changas, by 2037 you do not have an online account
Coy e o Do 8 B i G o e e 1 9 g

Social Security is for people of sll age:... At resclve .1”-‘““1.”‘ e

disabled and balp support your famdly after you die.  Secial  Net.... .
e e e il o s e oo » After age 60, the statements will be
e i Sl oag™ Y Retemen Bengis, i oo Roraman Evizaioe mailed to you annually.

. to olbtadn i and pemozalized estimates
mﬂl’:mm olil:wﬂlludn&r e 1 E;mjﬂi “,ﬁ? i!ﬂ' i
m‘“m!“ bnmh‘m-mtpmmhaw mnu.lhﬂui“mbn ::u'hn:ﬁnmmlq:wﬂm]mapylmn—
lve consfortably when you retine. ¥ 0 nagy!

Saving and immsting wisely ame important not

T . e e «Wb * You can always create an account.
Michaal 1. Astrus

i gyt it b dnditiod @ toning

all Amaricans the basics of fizancial manapement.

You must provide personal
information to verify your identity and

* These etimates are hased on the miemediale

v v e Jovs evecky W create a username and password




@ Social Security OSEARCH =MENU @ LANGUAGES @ SIGN IN/UP

Create your personal my Social
Security account today

With your free, personal my Social Security account, you
can receive personalized estimates of future benefits
based on your real earnings, see your latest Statement,
and review your earnings history. It even makes it easy to
request a replacement Social Security Card or check the
status of an application, all from the comfort of your
home or office!

CREATE AN ACCOUNT ->
SIGN IN >

FINISH SETTING UP YOUR ACCOUNT ->

v 2s9.00v/myaccount



THE RUNAWAY NEW YORK TIMES BESTSELLER

VVHAT’S
YOURS

REVISED
Muimm 10
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il Your socm - SECURITY Jf

Laurence J, Kotlikoff,
Philip Moecller, and Paul Solman

Looking for extra tips?

« Author: Larry Kotlikoff, Phillip
IVloeller, and Paul Solman



Questions?




