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Disability 
benefits

Lump-sum 
death 

benefit

Survivor’s 
benefits

Retirement 
benefitsSocial Security is the Old-age, 

Survivors, and Disability 
Insurance (OASDI) program 
for U.S. citizens and includes
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What is Social Security?

Source: Social Security website, www.SocialSecurity.gov



Four Types 
of Social 
Security

Retirement

Workers who have worked for enough years are eligible for retirement at 
age 62.

Survivor

If you are the surviving spouse or minor child of a worker who qualified for 
Social Security retirement.

Disability

If you haven't reached retirement age but have met the work requirements 
and are considered disabled under the SSA program's medical guidelines.

Family

If you’re eligible for disability or retirement benefits, your current or 
divorced spouse and minor children may receive benefits.
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The Social Security Act (1935)

• Established social insurance to prevent poverty

• Established a Board of Trustees for Social Security Trust Funds

• Requires an annual Trustees Report (to Congress) on the status of Funds

The Board of Trustees includes:
- Secretaries of the Treasury, Labor, and Health and Human Services
- The Commissioner of Social Security
- Two public representatives appointed by the President 
 and confirmed by the Senate



A Brief History of Social Security

1930’s & 40’s

• Social Security is signed into law. (8-14-1935)

• (House 372 to 33, Senate 77 to 6 in favor)

• Initial SSB was paid in 1937.

• Benefits extend to spouses, surviving spouses, 
and minor children in 1939.

1950's & 60’s

• The first cost of living increase (COLA) 
was added.

• The “Medicare Act” provides healthcare 
to beneficiaries.

1970’s & 80’s

• “COLA” is provided yearly based on the annual 
increase in consumer prices in 1972. 

• automatic adjustments began in 1975.

• President Reagan signs into law the taxation of 
benefits (1983)

1990’s & 2000’s

• President Clinton ends eligibility for most 
non-citizens.

• The Senior Citizens' Freedom to Work 
Act signed into law

• 2024 – Social Security celebrates its 89th

birthday. 



Then & Now

1935 Today

Average life expectancy was under age 60. The average life expectancy is 78.4 overall
Males=75.8    Females 81.1 years old

Most people would not live to collect benefits. People can outlive their retirement savings

Designed to “supplement” retirement. 40% of current retiree income

Worker / Retiree ratio 160 to 1 Worker / Retiree ratio 2.8 to 1

Benefits paid annually - $1.7 million Benefits paid annually - $1.6Trillion
(69 million Americans)

Poverty rate for Seniors exceeded 50% The poverty rate for Seniors is less than 9.5%
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How is Social Security Financed?

Under the Federal Insurance Contributions Act (FICA), wage earners and their employers are 
required to make mandatory contributions from earnings up to a maximum annual cap.

The cap for 2026 is $184,500.

The self-employed pay both employee and employer shares; however, they can deduct the 
employer’s share from taxable ordinary income.

Beneficiaries with higher incomes pay income taxes on a portion of their benefits. 
A portion of the tax goes to Social Security trust funds; a portion goes to the Medicare Hospital 
Insurance fund.

Interest: Any interest earned on trust fund reserves are paid back into the funds.
Source: National Academy of Social Insurance



Future of Social Security?
(Topics currently being discussed)

• SS Trust Fund (combined) [projected] to disappear by 2034.

• Social Security cannot operate in the red.

• Beginning in 2034, SS can only pay out 80% of benefits. 

• (voluntary donations– www.ssa.gov)

• Potential Changes 

• Move FRA from 67 to 70.

• All earnings are subject to SS tax. (Current level - $184,500)

• Means testing (Bend Points!!!!!) (Change to a welfare program)

• Decrease % Delayed Retirement Credits / Do not adjust DRCs if FRA is increased to 
age 70.

• Delay eligibility from age 62 to age 64.

• Reduce COLA adjustments – Chained CPI-U Index



Qualifying for Retirement Benefits

40 credits are needed for retirement.

- Averages out to 10 Years of part-time work

- 1 Credit = $1,890 FICA wages/earnings

- Maximum of 4 credits earned annually (J, A, J, O)

Age requirements 

- 62 (Partial benefit) 

 (Must ATTAIN age 62 for the entire month!! Attain age, the day before the birthday)  

- 66 to 67 (Full benefits) (Full Retirement Age) 

- FRA to 70 (Full benefits + Delayed Retirement Credits)

Must file an application (Entitled) - SSA will not come calling!
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What Are Social Security Benefit Amounts

Benefit amount is known as the Primary Insurance Amount 
(PIA). When individuals initially become eligible for social 
security or disability benefits, the amount received is 
normally the sum of:

• 90% of the first $1,286 of average monthly earnings

• 32% of average monthly earnings over $1,286 and up to $7,749

• 15% of average monthly earnings over $7,749

Source: SSA Primary Insurance Amount

http://www.ssa.gov/OACT/cola/piaformula.html


Payment Dates

Social Security Retirement Benefits Are Paid Based on (actual) Birthdate:

1st – 10th:  2nd Wednesday (following month)

11th – 20th: 3rd Wednesday (following month)

21 – end: 4th Wednesday (following month)
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What is Full Retirement Age (FRA)?

FRA is the age at which an 
individual first becomes eligible 
for full, unreduced benefits and 
depends on the year of birth.

The FRA for those born in 1960 or 
later is 67, but reduced benefits 
can begin at 62. 

Benefits are increased slightly 
each month until FRA at age 67, 
when 100% of their monthly 
benefits will be received.
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What is Full Retirement Age (FRA)?

Maximum benefits
Each additional year worked adds another year 
of earnings to Social Security records; higher 
lifetime earnings often increase monthly 
benefit amount

For those born in 1943 or later, an additional 
8% per year is added to benefits for each year 
an individual delays application for benefits 
beyond FRA

*Application for Medicare is still recommended at age 65, 
delay can increase cost
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Full Retirement Age Chart

Begin Receiving 
Benefits at Age:

Earner Benefits 
Reduced To:

Spousal 
Benefits 
Reduced To:

62 70% 32.5%

62 + 6 mo. 72.5% 33.8%

63 75% 35%

63 + 6 mo. 77.5% 36.3%

64 80% 37.5%

64 + 6 mo. 83.3% 39.6%

65 86.7% 41.7%

65 + 6 mo. 90% 43.8%

66 93.3% 45.8%

66 + 6 mo. 97.7% 47.9%

67 No reduction 
100% of benefits

50%

Source: SSA: Retirement Planner 
Full Retirement Age

http://www.socialsecurity.gov/retirement/1960.html
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Spousal/Ex-Spousal Benefits (Part 1)

When a worker files for retirement benefits, the worker’s spouse 
may be eligible for a benefit based on the worker’s earnings…
• A nonworking spouse will receive 50% of their spouse’s PIA 
benefit if they apply at FRA.
• A spouse can choose to retire at age 62; however, their benefit 
could be reduced by as much as 32.5%, depending on their FRA.
• In most cases, it makes sense for the higher-earning spouse 

to delay benefits up to age 70 to secure the maximum 
benefit.

If you are divorced, you can receive benefits based on your ex-
spouse’s record (even if they have remarried) if:
• You are 62 years of age or older
• You are currently unmarried
• Your marriage lasted 10+ years
• The benefit you are entitled to is less than the benefit you 
would receive based on your ex-spouse’s work

Source: https://www.ssa.gov/benefits/retirement/planner/credits.html#h2
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Spousal/Ex-Spousal Benefits (Part 2)

• Additional items to note:
•  If your ex-spouse is NOT claiming benefits, 

you can still receive benefits if:
–  the marriage lasted 10+ years
– you’ve been divorced for 2 years or more
– And your ex-spouse is at least 62 years old 

(eligible to file for their own benefit).

• If you are eligible for retirement benefits on 
your own record, SSA will pay that amount 
first

• If the benefit on your ex-spouse’s record is 
higher, you will get an additional amount so 
that the combination of benefits equals the 
higher amount.

Source: https://www.ssa.gov/benefits/retirement/planner/credits.html#h2
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Who is Eligible for Survivor Benefits?

https://www.ssa.gov/benefits/survivors/

Dependents of deceased workers 
may be eligible for Survivor 
Benefits. The number of required 
credits depends on the age of the 
worker at death; however, no 
more than 40 credits are required. 

If the deceased worker was 
employed for 1.5 years during the 
3 years before his or her death, 
survivors of very young workers 
may be eligible for benefits
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Survivor Benefits

https://www.ssa.gov/benefits/survivors/

Eligibility Age
• Widow(er) age 60 or older, but as early as age 50 if disabled within seven years of the deceased spouse's death; 
• At any age, if caring for a dependent child of the diseased (called a mother’s or father's benefit).
• Remarriage at age 60 or later does not disqualify a widow or widower or former spouse if 10 or more years have 

passed since the deceased’s death from claiming benefits from the deceased.

Amounts of Benefits
• Aged widow benefits as much as 100% of what the deceased spouse was collecting, including delayed retirement 

credits earned by the deceased or entitled to collect at death. 

If a deceased spouse dies prior to claiming benefits:
•  Prior to FRA, survivor PIA = FRA benefit
•  After FRA, surviving PIA = what the deceased spouse’s benefit would have been at the time of death, including the 

delayed retirement credits earned but never received



Society for Financial Awareness 22The Society for Financial Awareness

Are Non-Workers Eligible for Survivor Benefits?

https://www.ssa.gov/benefits/survivors/

• Widowed individuals supporting 
children younger than 16 years of 
age or disabled are eligible

• Unmarried children younger than 18 
years of age (19 for full-time 
students) 

 are eligible

• If the deceased worker provided 
more than 50% of support, the 
worker’s parents are eligible at 62 
years of age 
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How Much Benefits are Taxed

Individual

Married (Joint)

Married (Separate)
This filing status typically 
means all Social Security 
benefits will be taxed
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How Much Benefits are Taxed

Single or HOH Joint

• Combined income between 
$25,000 and $34,000
– Up to 50% of benefits are 

taxable
• Combined income of more than 

$34,000
– Up to 85% of benefits are 

taxable

• Combined income between 
• $32,000 and $44,000

– Up to 50% of benefits are 
taxable

• Combined income more 
than $44,000
– Up to 85% of benefits are 

taxable

Source: https://www.ssa.gov/benefits/retirement/planner/taxes.html?ftag=yhf4eb9d17&&#! 



State Taxation of SS Benefits
State tax some or all SS benefits: (12 states)

• CO, CT, KS, MN, MO, MT, NE, NM, ND, RI, UT, VT

No state tax: (9 states)
• AK, FL, NV, NH, SD, TN, TX, WA, WY

All other states (30) exclude SSB from taxation: 
• AL, AR, AZ, CA, DC, DE, GA, HI, ID, IL, IN, IA, KY, LA, ME, MD, MA, MI, MS, NJ, NY, NC, 

OH, OK, OR, PA, SC, VA, WI, WV
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Strategy: Social Security Benefit Reduction

Begin collecting before FRA and CONTINUE working:

• If FRA is not reached during the entire year:
- Deduct $1 from benefit payments for every $2 earned above the annual limit, which is 
$24,480 for 2026.

• Year FRA is reached:
 - Deduct $1 in benefits for every $3.     $62,160 for 2026.

 - Only on earnings before the month the FRA is reached

• Beginning the month FRA is reached:
 - No limit on earnings
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Retirement Planning

• This is a personal decision and should be 
based on needs and probable 

 life expectancy.

• Healthy individuals can typically 
 delay benefits

• Delaying benefits will likely increase 
future benefits for a younger spouse

• Less healthy individuals typically begin 
receiving benefits at age 62
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Step #1:
Understanding Your 
Target Retirement 

Income

Total Gross Income $107,000 

Less
TSP/401(k) $24,500 
IRA $6,500 
Social Security $6,634 
Mortgage $0 
College $0 
Credit Cards $0 
Debts $6,500 
Tax Equivalent $0 
Non/Qualified IRA $0 
Roth $0 

Total Payments $44,134 

Target Retirement Income $62,866 



Step #2: Quantify 
Your Retirement 
Income Projections

Retirement Income Projections

Pension $25,000

Social Security $25,000

0% W/D Tax Deferred Annuities $0 

0% W/D Tax Free $0 

2.5% W/D TSP/401(k)      $500,000 $12,500 

TOTAL $0 

Pension $0 

Social Security $0 

3% W/D Tax Deferred $0 

3% W/D Tax Free $0 

0% W/D TSP/401(k) $0 

TOTAL $0 

W/D Rate from Cash Assets $0 

Total Income at year #2 $62,500 

Pe
n
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o

n

Retirement Income Stool



GAP 
(Less money in 

retirement than what 
you're living on today)

SAME

SURPLUS
(More income in 

retirement than you’re 
living on today) 

Pension $25,000
Social Security $25,000

0% W/D Tax Deferred Annuities $0 

0% W/D Tax Free $0 
2.5% 
W/D TSP/401(k)      $500,000 $12,500 

TOTAL $0 
Pension $0 
Social Security $0 

3% W/D Tax Deferred $0 

3% W/D Tax Free $0 

0% W/D TSP/401(k) $0 
TOTAL $0 

W/D Rate from Cash Assets $0 

Total Income at year #2 $62,500 

TOTAL Gross Income 
$107,000

Less:
TSP/401k $24,500
IRA $6,500
Social Security $6,634
Savings
Mortgage
College
Credit Cards
Debts $6,500
Tax Equivalent
Non/Qualified IRA
Roth
Total Payments $44,134
TARGET RETIREMENT 
INCOME: 

$ 62,866

Step #3:
Compare and Analyze Retirement Income Projections



Understanding Your Tax Picture

Will you be 
in a

TAX BRACKET when 
you retire?

Lo
w
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m
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h
er

STEP #4: 



IRS Form 
1040

Taxable Income



What is Your Tax Bracket?

How many 
of you think 
you will be 
in a lower 

tax bracket 
when you 

retire? 

Tax Bracket 2025



Where do You Think Your Taxes Will Be in the Future? 
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HISTORICAL HIGHEST MARGINAL INCOME TAX RATES

 The data referenced in this chart we created is from the Tax Policy Center: https://taxpolicycenter.org/statistics/historical-highest-marginal-income-tax-rates

 This table contains a number of simplifications and ignores a number of factors, such as the amount of income or types of income subject to the top rates, or the value of standard and itemized deductions. Sources: IRS Revenue Procedures, various 
years. Also, Eugene Steuerle, The Urban Institute; Joseph Pechman, Federal Tax Policy; Joint Committee on Taxation, Summary of Conference Agreement on the Jobs and Growth Tax Relief Reconciliation Act of 2003, JCX-54-03, May 22, 2003. 

Your opinion 
matters



ROTH vs TRADITIONAL TSP

Which is Right for YOU?



Years ---> 1 -- 20

$18,000 @ 5% ROR → 401(k) 

Accumulated:       $624,947
                                 X 4% W/D
                                $24,997

 

Years ---> 1 -- 20

$18,000 x 25% Fed + 6% State =
$12,420 @ 5% ROR → Roth 

Accumulated:            $431,213
                                      X 4% W/D

  

A 
Traditional TSP

B 
Roth/Roth TSP

$17,248.00
$17,248.00

(taxes, Fed 25% + State6%) -$7,749



• Potentially tax-free withdrawals
• Heirs inherit a tax-free asset
• Roth withdrawals do not increase your taxable income, 

which may lower taxes on Social Security benefits and/or 
reduce Medicare premiums.

• Good candidates: Younger employees, those who won’t 
need to withdraw funds for a long time, expect to be in a 
higher tax bracket when retired and more aggressive 
investors..

Advantages of Roth TSP

• Paying taxes early
• Five year holding period before withdrawals are tax free
• Higher taxable income may reduce eligibility for some tax credits and 

deductions while you are working.
• Bad candidates: Will be in a lower tax bracket when funds are 

withdrawn, expect to need funds from TSP soon, conservative 
investors.

Disadvantages of Roth TSP:

ROTH OR Traditional TSP --
WHAT IS THE BEST CHOICE?

Critical decision factors
 

• Can you afford higher taxes when
making the Roth contributions

• Tax rate differential
(contribution years vs. withdrawal years)

• Time horizon for needing funds to meet 
annual living expenses

• Rate of return on investments
• Concern about benefiting heirs.



Benefits of Roth Conversion

Tax-free distributions 
(assuming you follow the 5-year rules)

If you are over 59 ½, immediate access to funds tax-free with 
no penalties 
(Principal only, earnings must wait 5 years)

No required minimum distributions — freedom of choice

Tax-free inheritance to beneficiaries 
(spouse can do a rollover)

Immunized against future tax law changes



Step #1:
Understanding Your 
Target Retirement 

Income

Total Gross Income $107,000 

Less
TSP/401(k) $24,500 
IRA $6,500 
Social Security $6,634 
Mortgage $0 
College $0 
Credit Cards $0 
Debts $6,500 
Tax Equivalent $0 
Non/Qualified IRA $0 
Roth $0 

Total Payments $44,134 

Target Retirement Income $62,866 





What is Your Tax Bracket?

How many 
of you think 
you will be 
in a lower 

tax bracket 
when you 

retire? 

Tax Bracket 2025
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What is Your Tax Bracket?

How many 
of you think 
you will be 
in a lower 

tax bracket 
when you 

retire? 

Tax Bracket 2025
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$1,500 $1,600 $1,732 $1,866 $2,000
$2,160

$2,320
$2,480

$2,640

$0

$500

$1,000

$1,500

$2,000

$2,500

$3,000

62 63 64 65 66 67 68 69 70

Monthly Social Security 
Benefit Example

Age You Choose to Start Receiving Benefits
F R A  B E N E F I T  O F  $ 2 , 0 0 0 / M O  A T  A G E  6 6

FRA

8% increase every year
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Which RMD to use?

Which RMD to use?

NO RMD’s for ROTH TSP/401(k)

Age Individuals impacted Effective Year

Age 72 (or 70 1⁄2) Born 1950 or earlier -

Age 73 Born 1951 – 1959 2023

Age 75 Born 1960 or later 2033



RMDs INCREASE…

Assumes 5% annual return and starting value of $500,000

AGE (70 ½) Now…72…73…75

3.65%
4.07%

6.45%

9.09%



Rmd : Pre-Tax Retirement Accounts

RMD : PRE-TAX RETIREMENT ACCOUNTS



TSP
$

Purpose of 
Account?

SURPLUS

$

INCOME

INVESTMENT
$

RMD

TAX

TAX

TAX

TAX

TAX



Purpose of 
Surplus

LegacyLong Term Care 
of Health

Emergency



TSP
$

SURPLUS

$

INCOME

Tax Free
$

RMD

Tax Free 
Transfer/LTC



Wealth Transfer: 
Pre-Tax 

Retirement 
Accounts



WEALTH TRANSFER



Median Nursing Home Costs

Fluctuations: labor costs, demand, and state regulations.

2024

Private Room
$10,646

Semi-Private Room
$9,277



Paying for LTC: TSP

Monthly
LTC Expenses

$13K/Mo.
(10K + $3K taxes)

TSP
200K

Quick Depletion of TSP

Market Volatility

Higher Tax Bracket



State Filer Calculated premium 
change ($M)

Written 
premium ($M)

Approved rate 
change (%)*

Number of 
policyholders affected

Renewal business 
effective date

VA Genworth Life Insurance Co. 1 9.7 26.9 36.1 10,228 04/21/22

OH Genworth Life Insurance Co. 9.7 14.8 65.4 6,713 03/31/22

PA John Hancock Life Insurance Co. USA 7.5 12.7 59.1 4,760 05/09/22

TN Genworth Life Insurance Co. 5.5 9.2 59.5 4,431 04/27/22

KY Genworth Life Insurance Co. 5.1 12.7 39.9 4,617 03/31/22

IA Ability Insurance Co. 1,2 5.0 10.6 47.4 2,612 02/18/22

NE Mutual of Omaha Insurance Co. 1 4.9 4.6 107.1 2,383 01/01/22

AL Genworth Life Insurance Co. 4.7 31.0 15.0 8,321 03/14/22

TX Allianz Life Insurance Co. Of North America 4.6 7.5 62.2 2,821 01/29/22

NE Ability Insurance Co. 2 4.6 8.1 56.7 2,024 01/13/22

Date compiled Aug 4, 2022
LTC = long-term care
Information collected on a best-effort basis. Rate filling information is sourced from the System for Electronic Rate and Form Filling documents. 
Reflects individual long-term care rate filings for Type of Insurance LTC02I, LTC031, LTC041 and LTC051 with renewal business effective dates between Jan. 1 and June 30, 2022. Excludes pending, disapproved and withdrawn fillings; fillings where rate change was zero; fillings where data 
on the premium impacted was unavailable; fillings where the disposition table was unavailable, notably in the state of Florida.
Written premium, calculated premium change, approved rate change and number of policyholders affected are based on disposition section of rate fillings. Approved rate change reflects the calculated premium change divided by written premium. 
Top 10 fillings shown are based on calculated premium change.
*Approved rate change shown may be the ultimate increase as some states cap the amount an insurer can raise rates in a given year.
1 Adjustments made to values shown due discrepancies between disposition table and correspondence from the state insurance regulators within the filling.
2 Include LTC premium changes for policies of medico Insurance Co. that have been novated over to Ability Insurance Co. 
Source: S&P Global Market Intelligence 

Existing Policies Premium Rate Increases

11% 
Annual

Increase !



Stress Test Your LTC Premiums

Can you afford this?
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Presentations are intended for educational purposes only and do not replace independent professional judgment. The information discussed is basic and general in nature and is intended for educational purposes only. No specific 
product or companies are being solicited. It is recommended that you consult the advice of certified professionals regarding your specific situation. Please understand that laws and regulations are subject to local variations and may 
have different interpretations. Therefore, should legal advice be required, it is recommended that you seek the advice of a qualified attorney in your state of residence. No specific investment advice is ever intended. Financial products 
can vary, therefore, always examine the detail of the product structure, provisions and features. Any discussions regarding interest rates, rates of return, and tax rates are purely hypothetical and not intended to represent assurances 
or guarantees. The presenters of this information are not related to, endorsed by, nor connected with and not approved by any Government Agency or organization. Before investing or using any strategy, individuals should consult with 
their tax, legal, or financial advisor. All information contained in this presentation has been derived from sources deemed to be reliable but cannot be guaranteed.

Thank you for your time today.  Kindly fill out our feedback survey:
https://www.surveymonkey.com/r/DCSOFASURVEY

https://www.surveymonkey.com/r/DCSOFASURVEY
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