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Know How to Make Social Security Work for You

Social Security can provide an income you can’t outlive. But can it provide
enough income? Benefits may replace up to 57% of income for lower
income workers but only 27% for higher income workers. Read on to
enhance your Social Security know how.

Social Security Pays
Social Security pays out approximately $1.9 billion in benefits each day.* Most of the payout comprises
retirement and survivor benefits which possess unique characteristics:
•  You can't outlive them
•  You can receive automatic cost of living adjustments
•  You need not be an investment expert
For a program so big and beneficial, it pays to know how it works and consider how you can maximize it.

Know How Qualification Works
In order to receive Social Security retirement benefits, a worker needs 40 credits. The most a worker can
earn in a calendar year is four credits.

Benefits are based on a worker's highest 35 years of earnings indexed for inflation. Years with no
earnings count as zero, thus lowering the average career earnings and the monthly retirement benefit.
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Know How Social Security Retirement Benefits Work

•   Benefits are based on Full Retirement Age (FRA). For those born between 1943 through 1954, FRA is
    age 66 and 0 months. (see the chart below for other birth years). Starting benefits at any time other  
    than FRA results in either a decrease or an increase in benefits.

•   Retirement benefits are payable to a worker as early as age 62. A spouse can also receive benefits
    based on the worker's earnings history.

•   A spouse can receive up to 50% of the worker's full retirement benefit, reduced if the spouse is less
    than full retirement age. The worker must have filed for benefits.

•   A divorced spouse can receive a benefit even if the ex-spouse is not retired. The divorced spouse
    must have been married at least 10 years, have not remarried, and be at least age 62. The ex-spouse
    worker must also be at least age 62. Benefits paid to a divorced spouse do not affect the benefits of
    an ex-spouse worker's current spouse.

•   Early retirement results in a permanent reduction in benefits from what would have been received at
    full retirement age.

•   If a worker files for early retirement, benefits will be reduced 5/9 of 1% each month for the first 36
    months plus 5/12 of 1% for the remaining period until the worker reaches FRA. At age 62, this results in a 
    25% permanent reduction in benefits.

•   If the spouse of a worker files for early spousal retirement benefits, the reduction is 25/36 of 1% for
    the first 36 months plus 5/12 of 1% for the remaining period until the spouse reaches FRA. A spouse
    filing for benefits at age 62 would receive 35% of the worker’s full retirement benefit.

•   Delayed retirement increases monthly benefits. Benefits are increased on a monthly basis at a rate of
    8% per year from age 66 to age 70 (up to a maximum 32% increase over full retirement benefit).

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

Year of Birth Full Retirement Age



Social Security Know How
Know How Survivor Benefits Work
•   Survivor benefits (when not caring for an eligible child) are payable as early as age 60 for a spouse.
    This is known as a widow's or widower’s benefit.

•   To qualify for survivor benefits, a worker must have a minimum of 40 credits at the time of death if
    age 62 or older. The requirement decreases one by one each year to a minimum of six credits needed if
    age 28 or younger.

•   A surviving spouse can receive benefits as early as age 60 with a reduction for benefits received
    before the surviving spouse’s full retirement age. A surviving spouse will not receive survivor benefits
    if remarried before age 60. Remarriage at age 60 or later will not disqualify the surviving spouse from
    receiving survivor benefits. A divorced spouse, married at least 10 years, must comply with the same
    rules. Benefits payable to a divorced spouse do not affect the benefits of the surviving spouse.

•   The amount of survivor benefit payable is 100% of the deceased worker’s full retirement age benefit
    if death occurs on or before full retirement age and the surviving spouse is at least full retirement age.
    If the deceased worker earned delayed retirement credits, the surviving spouse’s benefit will be based
    on the higher amount. At age 60, the minimum benefit would be 71.5% of the full retirement

Know How Benefits May Be Taxed
Social Security may be subject to income tax. Depending on income level and tax filing status, most
(85%), some (50%) or none of the Social Security benefits will be taxable. Benefits are taxed at the marginal
income tax rate of the person receiving them.





















If you are younger than full retirement age and earn more than
certain amounts, your benefits may be reduced.

•   $1 in benefits is deducted for every $2 earned in excess of an annual earned income threshold amount.
   For the year of full retirement age, $1 in benefits is deducted for every $3 earned in excess of a higher
   earned income threshold amount. Beginning in the month of full retirement age, a person can earn an
   unlimited amount with no reduction in Social Security benefits.
•  Earned income is derived from working (salary, wages, commission, etc.). Interest earnings, capital
   gains, pension, and annuity income are not considered earned income and will not cause a reduction
   in benefits.
•  Benefits withheld before full retirement

Know How Claiming Strategies Work
Social Security does not provide benefits automatically. You must file to receive them.

•  For worker or spousal retirement benefits, file three months before you want them to start.
•  Survivors currently eligible for benefits should file in the month of death.
•  Survivors currently ineligible for benefits should file three months before turning age 60 or at retirement,
   if later.

Consider Some Claiming Strategies
Delay Filing
For maximum benefits, delay receipt until age
70. The chart at right shows how much more
you receive.

File at Different Times
Working couples may find it advantageous for the
lower earner to take Social Security at age 62 while
the higher earner continues to work until age 70.

File Early
Consider filing early if health is a factor. Having an
income could be more important than maximizing
benefits. The earliest age at which retirement
benefits can be claimed is 62.

Know How Benefits May Be Reduced



Three Simple Steps to Estimate Your Benefits
1. Go to www.ssa.gov/estimator/. Click on “Estimate your full retirement benefits.”

2. Enter your full name, Social Security number, birth date; mother’s maiden name;
    and state where you were born. Hit Submit. Enter last year’s wages. Hit Submit again.
    The Retirement Estimator calculates your benefits based on actual earnings history.

3. Check the estimates for reduced benefits at age 62, your full benefits at normal
     retirement age and your maximum benefits at age 70.

Take Steps to Maximize Your Retirement



Windfall Elimination Provision
Your Social Security retirement or disability benefits can be reduced
The Windfall Elimination Provision can affect how your retirement or disability benefit is calculated. If you
work for an employer who doesn’t withhold Social Security taxes from your salary, such as a government
agency or an employer in another country, any retirement or disability pension you get from that work can 
reduce your Social Security benefits.

When your benefits can be affected
This provision can affect you when you earn a retirement or disability pension from an employer who didn’t 
withhold Social Security taxes and you qualify for Social Security retirement or disability benefits from work 
in other jobs for which you did pay taxes.

The Windfall Elimination Provision can apply if:
•   You reached age 62 after 1985; or
•   You became disabled after 1985; and
•   You first became eligible for a monthly pension based on work where you didn’t pay Social Security
    taxes after 1985. This rule applies even if you’re still working.

This provision also affects Social Security benefits for people who performed federal service under the Civil
Service Retirement System (CSRS) after 1956. It will not reduce your Social Security benefit amounts if you 
only performed federal service under a system such as the Federal Employees’ Retirement System (FERS). 
Social Security taxes are withheld for workers under FERS.

How it works
Social Security benefits are intended to replace only some of a worker’s pre-retirement earnings. The Social 
Security Administration bases your Social Security benefit on your average monthly earnings adjusted for 
average wage growth. They separate your average earnings into three amounts and multiply the amounts 
using three factors to compute your full Primary Insurance Amount (PIA). For example, for a worker who 
turns 62 in 2021, the first $996 of average monthly earnings is multiplied by 90 percent; earnings between 
$996 and $6,002 are multiplied by 32 percent; and the balance by 15 percent. The sum of the three amounts 
equals the PIA, which is then decreased or increased depending on whether the worker starts benefits 
before or after full retirement age (FRA). This formula produces the monthly payment amount.

When this formula is applied, the percentage of career average earnings paid to lower-paid workers is 
greater than higher-paid workers. For example, workers age 62 in 2021, with average earnings of $3,000 per 
month could receive a benefit at FRA of $1,537 (approximately 50 percent) of their pre-retirement earnings 
increased by the applicable cost of living adjustments (COLAs). For a worker with average earnings of 
$8,000 per month, the benefit starting at FRA could be $2,798 (approximately 35 percent) plus COLAs. 
However, if either of these workers start benefits earlier than their FRA, it will reduce their monthly benefit.

Why Social Security uses a different formula
Before 1983, people whose primary job wasn’t covered by Social Security had their Social Security benefits 
calculated as if they were long-term, low-wage workers. They had the advantage of receiving a Social 
Security benefit representing a higher percentage of their earnings, plus a pension from a job for which they 
didn’t pay Social Security taxes. Congress passed the Windfall Elimination Provision to remove that 
advantage. 

Under the provision, Social Security reduces the 90 percent factor in the formula and phases it in for workers 
who reached age 62 or became disabled between 1986 and 1989. For people who reach 62 or became 
disabled in 1990 or later, Social Security reduces the 90 percent factor to as little as 40 percent.



Some exceptions
The Windfall Elimination Provision doesn’t apply if:
•   You’re a federal worker first hired after December 31, 1983.
•   You’re an employee of a non-profit organization who was exempt from Social Security coverage on 
    December 31,1983, unless the non-profit organization waived exemption and did pay Social Security      
    taxes, but then the waiver was terminated prior to December 31, 1983.
•   Your only pension is for railroad employment.
•   The only work you performed for which you didn’t pay Social Security taxes was before 1957.
•   You have 30 or more years of substantial earnings under Social Security.

The Windfall Elimination Provision doesn’t apply to survivors benefits. Social Security  may reduce spouses, 
widows, or widowers benefits because of another law. For more information, read Government Pension 
Offset (Publication No. 05-10007).

Social Security years of substantial earnings
If you have 30 or more years of substantial earnings, Social Security does not  reduce the standard 90 
percent factor in the formula. See the first table that lists substantial earnings for each year.

The second table shows the percentage used to reduce the 90 percent factor depending on the number of 
years of substantial earnings. If you have 21 to 29 years of substantial earnings, Social Security reduces the 
90 percent factor to between 45 and 85 percent. To see the maximum amount we could reduce your benefit, 
visit www.ssa.gov/benefits/retirement/planner/wep.html.

A guarantee
The law protects you if you get a low pension. Social Security will not reduce your Social Security benefit by 
more than half of your pension for earnings after 1956 on which you didn’t pay Social Security taxes.

Contacting Social Security

When you open a personal my Social Security account at www.ssa.gov, you have more capabilities. You can 
review your Social Security Statement, verify your earnings, and get estimates of future benefits. You can 
also print a benefit verification letter, change your direct deposit information, request a replacement 
Medicare card, get a replacement SSA-1099/1042S, and request a replacement Social Security card (if you 
have no changes and your state participates).

If you don’t have access to the internet, Social Security offers many automated services by telephone, 24 
hours a day, 7 days a week. Call toll-free at 1-800-772-1213 or at the TTY number, 1-800-325-0778, if you’re 
deaf or hard of hearing.



Year Substantial earnings
1937–1954 $900
1955–1958 $1,050
1959–1965 $1,200
1966–1967 $1,650
1968–1971 $1,950
1972 $2,250
1973 $2,700
1974 $3,300
1975 $3,525
1976 $3,825
1977 $4,125
1978 $4,425
1979 $4,725
1980 $5,100
1981 $5,550
1982 $6,075
1983 $6,675
1984 $7,050
1985 $7,425
1986 $7,875
1987 $8,175
1988 $8,400

Year Substantial earnings
1989 $8,925
1990 $9,525
1991 $9,900
1992 $10,350
1993 $10,725
1994 $11,250
1995 $11,325
1996 $11,625
1997 $12,150
1998 $12,675
1999 $13,425
2000 $14,175
2001 $14,925
2002 $15,750
2003 $16,125
2004 $16,275
2005 $16,725
2006 $17,475
2007 $18,150
2008 $18,975
2009–2011 $19,800
2012 $20,475

Year Substantial earnings
2013 $21,075
2014 $21,750
2015-2016 $22,050
2017 $23,625
2018 $23,850
2019 $24,675
2020 $25,575
2021 $26,550

Years of substantial  
earnings Percentage

30 or more 90 percent
29 85 percent
28 80 percent
27 75 percent
26 70 percent
25 65 percent
24 60 percent
23 55 percent
22 50 percent
21 45 percent
20 or less 40 percent

Know That Social Security By Itself May Not Be Enough
Some combination of other income sources, such as a pension, savings, retirement plans and employment,
will likely be needed. Consider IRAs and nonqualified annuities, both deferred and immediate, for lifetime
needs. Consider life insurance to enhance survivorship ease and comfort. Your financial representative has
the know how to help you maximize your Social Security benefits.

For individual guidance and a personalized analysis of your best Social Security retirement claiming strategy 
call AAA Retire at 1-800-978-7953 or visit our website at www.AAARetire.com.


