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SOCIAL SECURITY & TAXES IN RETIREMENT



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

What is Social Security?

Source: Social Security website, www.SocialSecurity.gov



Four Types 
of Social 
Security

Retirement

Workers who have worked for a sufficient number of 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.



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. Average life expectancy is 78-80 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 - $1.232 Trillion

Poverty rate for Seniors exceeded 50% The poverty rate for Seniors is less than 9.5%



How is Social Security Financed?

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

The cap for 2023 is $160,200.

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 subject to SS tax. (Current level - $168,600)

• 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 = $1,730 FICA wages/earnings (Annual $6,920)

- 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!



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)



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 $1,174 of average monthly earnings

• 32% of average monthly earnings over $1,174 and up to $7,078

• 15% of average monthly earnings over $7,078

Source: SSA Primary Insurance Amount

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



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


How Many Beneficiaries Receive Social Security?

• More than 67 million people received benefits 
from programs administered by the Social 
Security Administration (SSA) in 2023.

• More than 71 Million Americans will see a 3.2 
increase in their SSI payments in 2024

• Nearly 9 out of 10 people aged 65 and older 
were receiving Social Security as of June 30, 
2023

• 37% of Social Security beneficiaries aged 65 and 
older are Men. 

• 42% of Social Security Beneficiaries aged 65 and 
older are Women.

• Among Social Security beneficiaries aged 65 and 
older, 12% of men and 15% of women rely on 
Social Security for 90% or more of their income. 

https://www.ssa.gov/news/press/factshee
ts/basicfact-alt.pdf



Spousal/Ex-Spousal Benefits

 Filing a restricted application claiming one benefit 

before the other rode off into the sunset on 
January 1st, 2024.
   
Spousal benefits are only payable if:
• The higher-earning spouse files and the benefit 

under the spouse produces a benefit greater 
than what the lower-earning spouse is entitled 
to under his or her record.

NOTE: This is referred to as deemed filing. A claim 
for retirement benefit is also a claim for (living) 
spousal (ex) benefits.

Source: https://www.ssa.gov/benefits/retirement/planner/credits.html#h2



Spousal/Ex-Spousal Benefits(Continued) 

 Length of marriage requirement:
• Currently married -1 year
• Divorced  - 10 years and currently unmarried (the one claiming the ex-spousal benefit)
• If the former spouse hasn't yet filed but is at least 62 and the divorce occurred 2 years before the claim, 

the benefit can still be paid (this is called an independently entitled ex-spouse)
• Remarriage will cause the benefits to stop.

Maximum Benefits
• 50% of the higher-earning spouse’s PIA at FRA. It is reduced if the dependent spouse files before FRA

Source: https://www.ssa.gov/benefits/retirement/planner/credits.html#h2



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



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 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 of the 

deceased from claiming benefits from the deceased.

Amounts of Benefits
• Aged widow benefits as much as 100% of what the deceased spouse was collecting or entitled to collect at death, 

reduced based on the number of months the surviving spouse is from his or her FRA. May be reduced as much as 
28.5%. 

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
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Are Non-Workers Eligible for Survivor Benefits?

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

Many non-workers such 
as widowed individuals, 
unmarried children, and 
dependent parents can qualify 
for Survivor Benefits; even 
divorced spouses qualify if 
their marriage lasted at 
least 10 years.
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Are Non-Workers Eligible for Survivor Benefits?

• Widowed individuals are eligible for unreduced benefits at full retirement age, 
reduced benefits at 60 years of age, and 50 years of age if disabled

• 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, worker’s parents are 
eligible at 62 years of age 



Society for Financial Awareness 24

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

Individual 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&&#! 



Taxation of SS Benefits - States

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 entire year:
- Deduct $1 from benefit payments for every $2 earned above the annual limit

• Year FRA is reached:
 - Deduct $1 in benefits for every $3
 - Only on earnings before the month FRA is reached

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



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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WHAT IS YOUR Financial Anatomy?



Review: The basics of your Financial Anatomy

1. TRI: Target Retirement Income: Identify the amount of money you are living on today

2. Retirement Income Projection helps us understand if you have

❑GAP:

❑SAME:

❑Surplus

Knowing what category, you fall into helps you make better decisions about long term 
strategies.

3. Tax Position

o Are you in a Lower, Same, or Higher income tax bracket when you retire. 

o Line 15 of your tax return>Current Tax Bracket>Compare your TRI to the Marginal Tax Table

• The significance of understanding this part of your plan helps you make better decisions on:

• Roth Vs Traditional TSP/401(k)

• Roth Conversions



Gross Income  - $107,0000
Gross Income - 

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 #1: Understanding Your Target Retirement Income 



Step #2: Quantify Your Retirement Income 
Projection

The Three-legged Retirement Income 
Stool:
➢ Social Security
➢ Traditional employer pension
➢ Individual savings & investments

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 



Step #3: Compare and Analyze

Pension $25,000

Social Security $25,000

0% W/D Tax Deferred Annuities $0 

0% W/D Tax Free $0 

4% W/D TSP/401(k) $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 

Putting it all together – where do you stand?:

GAP (Less money in retirement than what you are living on today), SAME, or SURPLUS

(More income in retirement than you are living on today) 



STEP #4: 
Understanding 

Your Tax Picture

Will you be in a Lower, Same, or 
Higher TAX BRACKET when you 
retire?



Taxable 
Income

IRS form 1040



See what marginal tax bracket you fall into: Your Line 15? 

What marginal rate are you in now? 
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Top Marginal Income Tax Rates: 1913-2021
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ROTH vs TRADITIONAL TSP

Which is Right for YOU?



Years 1 – 20

Contribution: $18,000 → 401(k) 

NO taxes subtracted

SO you are left with $18,000
X 4% 
$24,997
-$7,749 (taxes, Fed 25% + St

Years  1 - 20

Contribution: $18,000  → Roth

BUT must subtract:
25% Fed + 6% State

SO you are left with $12,420 @ 
5% ROR ----> Roth = $4313
 X 4% 
$17,

A 

Traditional 401(k)

B 

Roth/Roth IRA
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Years ---> 1 -- 20

$18,000 @ 5% ROR → 401(k)  

                                 Accumulated:
                              $624,947

X 4%                       X 4% withdrawal

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

Years ---> 1 -- 20

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

                  Accumulated:
  $431,213

%                               X 4% withdrawal

$17,248.00  $= ???

A 

Traditional 401(k)
B 

Roth/Roth IRA

19



Years ---> 1 -- 20

$18,000 @ 5% ROR ----> 401(k) = 

$624,947
X 4% 
$24,997
-$7,749 (taxes, Fed 25% + State6%)
$17,248.00

A 

Traditional 401(k)

20



Years ---> 1 -- 20

$18,000  x 25% Fed + 6% State =

$12,420 @ 5% ROR ----> Roth = 
$431,213
 X 4% 

$17,248.00

B 

Roth/Roth IRA

21



Years ---> 1 -- 20

$18,000 @ 5% ROR ----> 401(k) = 

$624,947
X 4% 
$24,997
-$7,749 (taxes, Fed 25% + State6%)

$17,248.00

Years ---> 1 -- 20

$18,000  x 25% Fed + 6% State =

$12,420 @ 5% ROR ----> Roth = 
$431,213
 X 4% 

$17,248.00

A 

Traditional 401(k)
B 

Roth/Roth IRA

22



ROTH SOLUTIONS
2 Main Roth Strategies: 

Roth contributions and Roth conversions

IRA Roth IRA

Converting a traditional IRA or qualified plan assets to a Roth IRA is a taxable event and could result in additional impacts on your personal tax situation, including a need for additional tax withholding or 

estimated tax payments, the loss of certain tax deductions and credits, and higher taxes on Social Security benefits and Medicare premiums. Please consult with a qualified tax advisor before making any 

decisions regarding your IRA. It is generally preferable that you have funds to pay the taxes due upon conversion from funds outside of your IRA or qualified plan. If you elect to take a distribution from your 

IRA or qualified plan to pay the conversion taxes, please keep in mind the potential consequences, such as an assessment of product surrender charges or additional IRS penalties for premature 

distributions.
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PRESENT
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SUE RETIRE
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$1,500 $1,600 $1,732 $1,866 $2,000
$2,160

$2,320
$2,480

2,666

$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



RMD & SS 
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Last Step: Projected Retirement Income $134,049. 

What tax bracket does it fall into? 

28



RMDS 

INCREA

SE…

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

NOTE:

The age for withdrawing from retirement accounts was increased in 2020 to 72 from 70 &1/2. 

SECURE ACT 2.0 will raise the age for RMDs to 73 if you were born in 1951-1959.

If you were born in 1960 or later, the SECURE 2.0 Act will raise the age for RMDs to 75.

AGE 70 ½…72…73



RMD & SS 
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RMD : PRE-TAX RETIREMENT ACCOUNTS



Medicare B Coverage 
for 2025



WEALTH TRANSFER: PRE-TAX RETIREMENT ACCOUNTS



WEALTH TRANSFER



STRETCH IRA IS BACK SECURE ACT 2.0

Scenario 1

Spouse A

401K
Spouse B

Spouse A

DIES
Spouse B

leaves money 

in 401K

Spouse B

DIES

401K

All Taxable at 
Once

Scenario 2

Spouse A

401K
Spouse B

Spouse A

DIES
Spouse B

Rolls into 

IRA

Spouse B

DIES

IRA

10 years spend 
down

Scenario 3

Spouse A

401K
Spouse B

Spouse A

Rolls into 

IRA

Spouse A

DIES
Spouse B

Spousal 

Continuation

Spouse B

DIES

Stretch 
IRA



Tax Shelter

✓Surplus or Gap

✓Lower/Highs Brackets

✓RMD’s Social Security = 
Reinvestment?
• Roth IRA/Shadow Prevision

✓Where can you Re-Invest Money in 
Retirement with Tax Free Growth?



Is Long-Term Care in Your Future?

Statistically, 70% of people over age 65…...that’s 7 
out of 10 people…will need long-term care

Perfect Storm…

• Less Social Security

• Reduce Pension

• TSP-Tax Deferred



Annual Cost of 
Nursing Home Care

• The average American underestimates the cost of in-home long-term care 
by almost 50%. 

• The median cost of a private nursing home room in the United States has 
increased slightly to $116,800 a year, according to Genworth's 2023 Cost 
of Care survey

In Home Care Community & Assisted Living Nursing Home Facility

$5,720 - Home Maker Services $2,058 – Adult Day Care $8,669 – Semi-Private Room

$6,292 - Home Health Aid $5,350 – Assisted Living Facility $9,733 – Private Room
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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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