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Social Security can be a core component of your retirement income. And for good reason: The benefits are 
inflation-protected and guaranteed to last your lifetime. But how and when you claim those benefits can 
significantly impact just how beneficial they are. 

Make the right moves, and you could be looking at 24 percent or more higher monthly benefits. Choose 
wrong, and your benefits could be reduced by 30 percent and be subject to taxes. 

Social Security is one of the most talked-about government benefits, yet people seem to know very little about 
how these benefits work. In fact, in a recent study, 47 percent of Americans over 50 failed a basic true/false quiz 
on Social Security retirement benefits.* It’s something we all pay into and can claim once we’re retired … but 
how does it really work?

This guide will walk you through the 4 most impactful components of a Social Security strategy: Timing when 
you start your benefits, spousal and familial benefits, how long to work and taxes.

*Source – https://www.aarp.org/retirement/social-security/info-2018/social-security-knowledge.html
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When to start taking your Social Security benefits is one of the most important and impactful decisions you’ll 
make in retirement. This decision is also one of the best and easiest ways to increase your benefits. 

You become eligible for Social Security at age 62. But starting Social Security at age 62 rather than your full 
retirement age, which is between age 66 and 67 for most workers, can reduce your benefits by up to 30 
percent. This is because Social Security benefits increase by about 8 percent every year (plus inflation) you 
delay taking benefits until age 70. 

That said, if delaying Social Security means you’ll need to tap other retirement savings for income, it may not 
be worth the wait. Generally, if you expect to live well into your 80s and 90s, delaying can be a good strategy. 
But you should weigh the pros and cons of higher benefits later against missing out on benefits in the early 
years of retirement.

The Right Age to Start Getting Benefits
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Married couples have extra flexibility when it comes to Social Security benefits. You can choose between your 
benefit or 50 percent of your spouse’s benefit. For couples with significant earnings differences during their 
lifetimes, claiming a spousal benefit may be a better deal than each spouse claiming his or her own. 

You may also want to strategize whose benefit you take and when. For instance, if at least one of you expects to 
live well into your 80s or 90s, you may want to delay the higher earner’s benefit. You can use the lower earner’s 
Social Security benefit to cover income needs in the meantime.

Even divorcees can reap some spousal benefits. You can claim a spousal benefit for an ex-spouse provided you 
were married for at least 10 years and your ex-spouse is of benefit age. You can claim your ex-spousal benefit 
even if your former spouse is remarried or hasn’t started taking his or her benefit yet. You, however, may not be 
eligible if you’re remarried, depending on your age.

If you’re not yet 60 years old, you have to be single to start claiming your ex-spouse’s benefit. But once you turn 
60, you can remarry and still claim your ex-spouse’s benefit. 

When your current spouse passes away, you can also inherit his or her full benefit if it’s more than your current 
benefit. This means that if you expect your lower-earning spouse to significantly outlive you, you could increase 
both your benefits by delaying claiming your own.

Even non-spousal family members can help you increase your benefit: If you have dependent children under 
19 years of age, you may be able to claim additional benefits for them up to 50 percent of your full retirement 
benefit, capped at your family maximum. Children can also receive up to 75 percent of a deceased parent’s Social 
Security benefit up to the family maximum. The Social Security Administration determines each family’s maximum 
based on their Social Security benefit computation.

Make it a Team Effort
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Continuing to work can be an effective means of increasing your Social Security benefit. The Social Security 
Administration calculates your benefit from your 35 highest-earning years. So if you’re in a high-income 
bracket, it may benefit you to keep paying into the system instead of retiring early. If you continue working in 
retirement, however, claiming your Social Security benefits too early could reduce your overall benefit.

The Social Security Administration reduces the benefit for claimants who work while on Social Security. If you’re 
under full retirement age for the entire year, your benefit will be reduced by $1 for every $2 you earn above 
the annual limit ($18,240 in 2020). Working in the year you reach full retirement age will reduce your benefit 
by $1 for every $3 you earn above a different limit    ($48,600 in 2020) until the month you reach full retirement 
age. 

Starting the month you reach full retirement age, your earnings will no longer reduce your benefit, but 
continuing to work may subject your Social Security benefit to taxes.

Keep Working, But Not Too Long
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Under certain circumstances, your Social Security benefit may be subject to federal income taxes and, in some 
states, state taxes as well. This most often happens if you have significant other income while claiming Social 
Security. If your total income (the sum of your adjusted gross income plus nontaxable interest and half of your 
Social Security benefit) is above a certain annual limit, a percentage of your benefit may be taxed. 

Here’s how it breaks down for the 2020 tax year:

   Individual filers who have between $25,000 and $34,000 in total income will be taxed on 50 percent of 
their benefit

   Individual filers who have more than $34,000 in total income will be taxed on 85 percent of their benefit

   Joint filers who have between $32,000 and $44,000 in combined total income will be taxed on 50 percent 
of their benefit

   Joint filers who have more than $44,000 in total income will be taxed on 85 percent of their benefit

If you earn less than $25,000 as an individual filer or less than $32,000 as a joint filer, none of your benefits 
will be taxed.

That said, working in retirement can be a major source of satisfaction for retirees. It can also provide other 
benefits such as health and dental insurance. So if it comes down to taxes versus life satisfaction and health, 
weigh the scales carefully.

Pay Attention to Taxes
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Social Security is an integral part of any retirement strategy. After years of paying into the system, you deserve 
the rewards of your hard work. But while the benefit of Social Security in retirement is clear, the best strategy 
to reap those benefits may be less so. Everyone’s retirement is unique; your retirement strategy should be as 
individual as you are. There is no one blanket Social Security strategy that’s right for everyone, but there is one 
strategy that’s best for you.

The good news is you don’t have to figure it all out on your own. Retirement planning professionals are here to 
help. Foran Financial Group comes equipped with the tools, resources and expertise to make sure you get the 
biggest bang for your Social Security buck. Whatever your individual situation, we can help you navigate the 
intricacies of planning your Social Security benefits so you can live your best retirement.

Summary
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Why Foran
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Foran Financial Group has been helping families build sustainable wealth for more than a combined 58 years. 

Based in Somerville, New Jersey, we offer personalized, intensive financial planning and full-service wealth 

management in a personal, supportive environment. Our multi-generational planning and investment team has 

helped hundreds of families pursue and maintain greater financial confidence.

The information contained herein does not purport to be a complete description of the securities, markets, or developments referred to in this 
material. The information has been obtained from sources considered to be reliable, but we do not guarantee that the foregoing material is 
accurate or complete. The opinions expressed here are those of the Foran Financial Group. Opinions are as of this date and are subject to change 
without notice. There is no guarantee that these statements, opinions or forecasts provided herein will prove to be correct. 

This material is being provided for information purposes only. Any information is not a complete summary or statement of all available data necessary 
for making an investment decision and does not constitute a recommendation. Please note, changes in tax laws may occur at any time and could 
have a substantial impact upon each person’s situation. While we are familiar with the tax provisions of the issues presented herein, we are not 
qualified to render advice on tax or legal matters. You should discuss tax or legal matters with the appropriate professional.

https://www.foranfinancialgroup.com/
https://info.foranfinancialgroup.com/contact-us/
https://info.foranfinancialgroup.com/contact-us/
https://info.foranfinancialgroup.com/contact-us/
https://info.foranfinancialgroup.com/contact-us/
https://info.foranfinancialgroup.com/contact-us/
https://info.foranfinancialgroup.com/contact-us/



