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Social Security: The

Important Questions
By Elaine Floyd, CFP®

Those “How much do you know about Social
Security?” quizzes you see online are fun and
interesting, but the bigger questions you should
be asking are those that can help you get the
most out of the program.

DO YOU KNOW MUCH SOCIAL SECURITY YOU
STAND TO RECEIVE OVER YOUR LIFETIME?

People in their early 60s who are thinking about when to
start Social Security tend to focus on the here and now. They
understand that if they wait until 70 to claim Social Security
they’ll get a higher monthly benefit, but it may not seem
enough higher to justify giving up all those checks between
ages 62 and 70.

The better way to think about Social Security is in terms

of lifetime benefits over both spouses’ respective life
expectancies. When we run claiming scenarios using our
Savvy Social Security Planning Calculators for Bob and Betty,
our hypothetical couple with PIAs of $3,000 and $1,800 and
life expectancies of 85 and 95, respectively, lifetime benefits
could range from $1.7 million to $2.4 million depending on
when they claim. Most people have no idea they stand to
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receive this much Social Security over their lifetime—
or that there would be such a disparity in total benefits
between early and later claiming.

DO YOU KNOW HOW YOUR SOCIAL
SECURITY BENEFIT WILL BE AFFECTED
IF YOU STOP WORKING IN YOUR 50S—OR
IF YOU KEEP WORKING INTO YOUR 70S?

Many people still don’t understand the connection
between earnings and benefits. They look at their
Social Security statement and think the amount shown
for a claim at FRA or age 70 is the amount they’ll get,
even if they stop working at, say, 55 or 58. Not true.
Those estimates presume continued earnings at the
same rate until claiming age. If you stop working early,
your benefit will be lower than the amount shown on
your statement. Conversely, if you keep working into
your 70s, your benefit may increase. SSA continues
to record your earnings and if a new year of higher
earnings replaces an older year of lower earnings

on your 35-year earnings record, your benefit will be
adjusted upward. This usually takes place in October
with the benefit bump retroactive to January.

DO YOU KNOW HOW MUCH SOCIAL
SECURITY YOUR SPOUSE STANDS TO
RECEIVE IF YOU PASS AWAY?

Many people understand that Social Security pays
benefits to surviving spouses, but they are not sure
how it works, or if there’s anything they can do now

to maximize that benefit. The important thing to know
here is that if you are the higher-earning spouse, you
can maximize your surviving spouse’s future benefit
by claiming your own benefit at 70. It’s like a free life
insurance policy which you can increase in value by
simply waiting until age 70 to claim. In the case of
Bob and Betty, if Bob dies at age 85, Betty’s monthly
survivor benefit would be $3,535 if Bob had claimed at
62, versus $6,103 if he had claimed at 70. What if your
spouse dies first? Then you will have maximized your
benefit for yourself. Either way, by having the higher-
earning spouse claim at 70, as a couple you will have
maximized the higher benefit over the lifetime of the
longer-lived spouse.

FOR YOUNG WIDOWS: DO YOU KNOW
HOW MUCH YOUR SOCIAL SECURITY
SURVIVOR BENEFIT WILL BE OR WHEN
YOU SHOULD CLAIM IT?

Widows under full retirement age are susceptible to
bad advice from well-meaning people who say they
should take their survivor benefit as soon as possible,
as early as age 60. But this locks in a lower amount
for life. Plus, if the widow is still working, some or all
of those benefits may be withheld for the earnings
test. Sometimes it pays to wait until full retirement age
to start the survivor benefit. Also, widows who also
qualify for benefits on their own work record have an
advantage in that they can start with one benefit and
switch to the other—but it's important to know how to
do this. You’ll want to take the lower amount first and
save the higher benefit for later because that’s the
amount you’ll receive throughout your lifetime.

FOR DIVORCED PEOPLE: WILL YOU
KNOW WHEN YOUR EX PASSES AWAY
AND WHY IT MATTERS?

If you are divorced after ten years of marriage, you
may know that it is possible to claim Social Security
based on your ex-spouse’s record—but not if your own
benefit is higher than 50% of your ex’s PIA. However,
when your ex dies, you may become entitled to a
divorced-spouse survivor benefit equal to 100% of your
ex’s benefit—and this may be more than yours. This is
why it's important for you to keep tabs on your ex—so
you will know when he passes away and that you can
go ahead and apply for your divorced-spouse survivor
benefit. His death will already have been reported to
SSA. All you need to provide is your divorce decree
showing that you were married at least ten years. At
the time you apply you must either be unmarried or, if
you are married, the remarriage must have taken place
after you turned 60.

Elaine Floyd, CFP®is Director of Retirement and Life Planning
for Horsesmouth, LLC, where she helps people understand the
practical and technical aspects of retirement income planning.
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