
A Closer Look

Social Security:  
How to Maximize Your Benefit

Social Security Overview

Social Security retirement insurance benefits, available to qualified U.S. citizens, legal residents, and their spouses, are 
designed to replace wages when workers retire. However, since its inception in 1935, the program’s scope and structure have 
undergone substantive changes. For example, in 2015 we saw significant legislative changes that will restrict and/or eliminate 
currently popular Social Security planning options in 2016. At Bessemer, we work with clients to help them maximize their 
retirement insurance benefits within the context of their broader wealth plans. As such, we have developed this piece to help 
clients understand the retirement insurance strategies that they may utilize and considerations in choosing to file for benefits.

In Brief

 • The decision about when to file for Social Security retirement benefits has inherent 
trade-offs and may be more complex than you might expect. If you are at or near the 
retirement age, you’ll need to consider your retirement objectives, marital status, and 
expected lifespan in weighing Social Security options.

 • Legislation enacted in November 2015 implemented new restrictions on popular Social 
Security planning strategies. These changes could affect individuals as soon as April 30, 2016.

 • In this A Closer Look, we examine the costs and benefits of choosing to elect or delay 
Social Security retirement benefits at eligibility age as well as strategies to maximize 
the benefit amount.

Mike Rubin
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If you were born after 1928, to qualify for the  
retirement insurance benefit you must have: 

1.  Worked for a total of ten years earning the  
threshold wage (at least $4,880 per year in  
2015); and

2. Reached age 62, the earliest age of eligibility.  
If you claim benefits at 62, the monthly payment 
will be permanently and significantly lower than  
if you had waited. Moreover, benefits can be  
further reduced if you continue to work.1 

Full retirement age (FRA) is presently 66 and 
increases to 67 for individuals born after 1960.  
If you delay election past FRA, you will be  
entitled to a higher monthly benefit (Exhibit 1).

December 2015

Exhibit 1: Retirement Benefits at Early, Full, and 
Delayed Election Ages

Key Takeaway: Waiting until FRA or later can significantly enhance the 
monthly benefit.

Assumes $1,800 monthly benefit for an individual at full retirement age of 66. The benefit 
is discounted to $1,350 for early election at age 62 and increases with each year of delay to 
$2,376 at age 70. Each individual’s benefit varies and numbers are for illustrative purposes only.

Source: Bessemer Trust, Social Security Administration (SSA)

1 Social Security rules allow an individual who has elected retirement benefits early to “restart” the clock. That individual can, within one year of early election, write an interest-free 
check to the government for the amount already collected. At that point, the retirement program restarts as if early election had not happened. An individual may withdraw the 
application only once in a lifetime and must repay all received benefits in full. 

Source: SocialSecurity.gov
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Retirement Benefit Calculation

To determine your monthly retirement payment, the Social Security 
Administration (SSA) employs a fairly complicated model that adjusts 
your highest 35 years of wages with an indexing factor. The indexing 
factor will, in turn, inf luence the monthly benefit amount.

Here is what you should know when you are deciding to elect benefits:

 • Early election can reduce the monthly benefit by as much as 30%;

 • Delaying election past full retirement age increases the monthly benefit 
by eight percent per year to a maximum increase of 32% at age 70;

 • The SSA calculates benefits based upon the highest 35 years of 
earnings. If you expect to have higher earnings after reaching FRA,  
you will benefit from delaying election; 

 • The eight percent per year enhancement for delaying retirement, 
combined with credit for higher earnings during the delay period,  
can produce total benefits nearly double that of an early  
retirement election; and

 • In summary, while choosing to elect retirement insurance benefits  
early may satisfy your retirement objectives, waiting until FRA  
or later can significantly enhance your monthly benefit.

Social Security for Singles

Conventional advice often encourages an unmarried individual to  
delay benefit election past the full retirement age in order to maximize 
the benefit value. However, the decision to delay is complicated. It  
must factor in the single person’s life expectancy, living expenses, 
marginal tax rate, and expected after-tax rate of investment return. 
Sometimes, a single person will be better off electing at FRA.  
However, because living longer means collecting benefits for a longer 
period, a single retiree may receive a greater total benefit by delaying  
the start date.

To help our single clients determine when to claim benefits, we  
give the background information about the effects of continuing  
to work and its impact on benefits. We also prepare a breakeven  
analysis that considers the cash f low impacts of early, full, and  
delayed election. This breakeven analysis determines how long  
someone needs to live to make it more advantageous to delay  
electing Social Security benefits. 

Social Security: How to Maximize Your Benefit

Life Expectancy as  
Important Factor

Life expectancy is something to 
consider, carefully, when claiming 
retirement benefits. In general, life 
expectancy in the U.S. has been 
increasing. In 2014, life expectancy 
for men at age 65 was 82.9 years. 
Women at age 65 could expect to live 
to age 85.5.

As of October 2014.

Source: National Center for Health Statistics  
Data Brief No. 68
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Retire Then Work

The Senior Citizens’ Freedom to 
Work Act of 2000 provides that at 
FRA, a retiree may continue to work 
without a reduction in Social Security 
retirement insurance benefits. 
However, a person who elects 
benefits prior to attaining FRA may 
see reductions.

The Breakeven Scenario — Not as Simple as It Seems

To prepare our breakeven analysis for a single person, we use facts such as 
the ones below, drawn from a typical profile: 

 • At age 66, the retiree will be entitled to an $1,800 monthly benefit;

 • Deferring election to age 70 increases the benefit to $2,572;

 • The claimant will have a 28% federal marginal tax rate, is a Florida 
resident, and is subject to the Alternative Minimum Tax;

 • A maximum of 85% of the retirement benefit will be taxable;2 

 • We estimate a pretax investment rate of return of five percent and an 
after-tax rate of investment return of four percent; and

 • We assume the insurance benefit will receive a two percent cost-of-living 
adjustment per year.

In conducting the breakeven analysis, we usually assume that a client will not 
need the benefit’s cash flow to help cover living expenses. We also factor in the 
client’s projected marginal tax rate and expected rate of investment return. With 
this information, we can present the potential trade-offs of electing at age 62, 66, 
or 70, and anywhere in between. In this example, when we take into account the 
projected after-tax rate of investment return and taxes paid, this client will be 
better off delaying election to age 70 instead of claiming benefits at age 66 if 
he or she lives to age 83. For this unmarried person, as with most, the decision 
about when to elect benefits comes down to life expectancy (Exhibit 2). 

Exhibit 2: Breakeven Point for Delayed Election

Key Takeaway: For an unmarried person, life expectancy should influence the decision whether 
to elect or delay retirement insurance benefits.

This single person’s total after-tax benefit breakeven point is age 83. If he expects 
to live to age 83, it’s better for him to wait to elect benefits until age 70.

Source: Bessemer Trust

2 Select individuals’ Social Security benefits will be subject to federal taxes. Taxes will vary based upon the individual’s adjusted gross income. No one pays federal income tax on 
more than 85% of his or her Social Security benefits. Source: SSA.gov
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Planning Options for Married Couples

If you are married, you have multiple choices about your 
retirement insurance options. A married person may 
elect retirement benefits based on his or her earnings 
record, elect benefits based on the spouse’s earnings 
record, and in some cases, may switch between the two 
options. The best choice will depend on each spouse’s 
earnings history, if applicable, each spouse’s desired 
retirement age, and any age difference, as this can affect 
the total benefit paid.

These factors determine whether each spouse should file 
for benefits early or at FRA, delay election past FRA, 
and/or file for benefits based on a spouse’s record.

If you’re married, you are generally entitled to 
retirement benefits based on either your earnings or 
a portion of your spouse’s — whichever is greater. If 
you earn less than your spouse and wait until FRA to 
claim, you’re entitled to 50% of your spouse’s benefit. 
But if you elected at age 62, you’re entitled to 37.5%.  
In either case, you may receive the benefit for as long 
as you live. 

Social Security: How to Maximize Your Benefit

File-and-Suspend Strategy

If you’re married, you can’t receive benefits based  
on your spouse’s earnings record until he or she has 
filed. To enable the lower-earning spouse to receive 
benefits sooner than the higher-earning spouse on 
the higher-earner’s record, clients might consider a 
common technique known as file and suspend. File  
and suspend is typically used when the higher earner 
has reached full retirement age but wants to defer 
benefit election until age 70. 

In this case, the higher-earning spouse would file for 
benefits at FRA then immediately elect to suspend 
those benefits. After the higher-earning spouse has 
filed, the lower-earning spouse may also file on the 
higher-earner’s record. In this situation, file and 
suspend will allow the higher-earning spouse to collect 
a future, higher benefit for himself and will maximize 
the survivor benefit for the spouse (Exhibit 3). It is 
important to note that not everyone will be eligible 
for file and suspend as Congress has recently modified 
the rules for this claiming strategy (see Legislative 
Update, below).

Exhibit 3: File-and-Suspend Outline 

Key Takeaway: A higher-earning spouse may file and suspend benefits to maximize the future benefit and ensure the highest survivor benefit.

Age 62 FRA Age 70

Higher-earning spouse with $2,600 FRA benefit File and suspend Begin $3,432 benefit

Lower-earning spouse with $1,000 FRA benefit Begin $975 spousal benefit

or

Lower-earning spouse with $1,000 FRA benefit Elect $1,300 spousal benefit at FRA

For illustrative purposes. Assumes lower earner is age 62 and higher earner is age 66. Figures will vary slightly based on actual age when claiming benefits. Cost-of-living 
adjustments have been ignored. We assume the FRA for each person is 66 years of age.

Source: Bessemer Trust
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File-Then-Switch Strategy

While the strategy will be unavailable to anyone younger 
than age 62 in 2015 (see Legislative Update, on page 6), 
a spouse who is older than 62 may utilize the option 
of filing for one benefit before switching to another. 
File then switch may be a good option for married 
individuals who each have a significant earnings history. 
File then switch works when the first spouse retires at 
FRA and claims benefits on her own earnings record. 
When the second-retiring spouse reaches retirement 
age, he would then elect to file a restricted application 
for spousal benefits on the first retiree’s record. File 
then switch allows the second-retiring spouse to delay 
election on his own record until age 70, which allows 
for a greater benefit. This strategy would be further 
enhanced if he is still making significant wages that 
improve his earnings history. At age 70, the second 
retiree modifies the filing application to claim benefits 
on his own enhanced earnings record. Using this 
approach allows a dual-earning couple to increase 
household income and maximize the surviving 
spouse’s benefit (Exhibit 4, next page).

Survivor Benefits

The Social Security retirement insurance program 
allows for spousal survivorship benefits and in some 
cases, for benefits to divorced spouses. If your spouse 
dies, generally you are entitled either to all of your 
spouse’s benefit or one based on your earnings record, 
whichever is greater, provided the survivor has 
reached FRA.

Given this benefit structure, choosing to delay claiming 
until age 70 on the part of the spouse with the larger 
benefit may prove worthwhile, as it guarantees the 
maximum survivor benefit.

Social Security: How to Maximize Your Benefit

A Social Security Decision: Electing Benefits  
While Married

Jack and Alice, a married couple ages 66 and 62, are retired and 
dealing with a decision that most of us will face — evaluating 
their Social Security benefit options. Based on their respective 
earnings histories, Jack will be entitled to a substantially 
higher benefit than Alice. Given these facts, Jack’s advisor 
had urged him to file and suspend at age 66, an option 
available to him until April 30, 2016.*

A file-and-suspend strategy will bring three primary benefits. 
First, delaying Jack’s benefit start date to age 70 allows his 
monthly benefit to increase annually by eight percent per 
year, or to 132% of his monthly FRA benefit. Second, file and 
suspend generally allows a married couple to maximize the 
survivor benefit. And third, file and suspend permits Alice to 
collect spousal benefits.

After Jack files and suspends, Alice can choose to start 
receiving reduced benefits any time after she turns age 62 
instead of waiting until her FRA of 66. Regardless of when 
she files, she’ll be entitled to a sum based on the larger of 
her spousal benefit or the amount based on her own earnings 
record. In this case, she will receive the larger spousal benefit. 
If Jack should pass away before Alice, she will receive 
survivor benefits equal to whatever Jack was receiving in 
place of her own benefits. Whether Alice will be better off 
electing benefits early or waiting until FRA depends on the 
couple’s view about their life expectancies and projected 
future returns on accumulated benefits. Generally, if Alice 
and her husband expect to live longer, she will be better off 
delaying her election to capture a larger total lifetime benefit.

In summary: A number of variables influence the decision-making  
process, but for most Bessemer clients, the two most 
important factors will be each spouse’s projected life 
expectancy and any age difference between spouses. We 
counsel our clients to speak with their Bessemer Trust Client 
Advisors to help navigate the complexities of choosing Social 
Security benefit options.

* Recent legislative changes will eliminate the file-and-suspend option for those not 
already eligible and participating by April 30, 2016. Please see Legislative Update 
on page 6.
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Divorced spouses are entitled to survivor benefits  
as well, provided that the marriage lasted ten  
years or longer. Moreover, multiple former spouses 
may claim a survivor’s benefit if the marriage to  
the deceased lasted ten years or more. After  
meeting the ten-year marriage threshold, an 
ex-spouse may file for benefits for life based  
upon the deceased former spouse’s earnings  
record if: 

 • The surviving ex-spouse is age 60 or older (for 
reduced benefits);

 • The ex-spouse is disabled. If disabled, he or she may 
file at age 50; and

 • The surviving ex-spouse is at FRA (full benefits on 
the former spouse’s earnings record).

As same-sex unions in the United State are legal in 
every state, same-sex spouses are entitled to spousal 
and survivorship claims.

Legislative Update**

On November 2, 2015, President Obama signed the 
Bipartisan Budget Act (BBA) of 2015. In addition to 
increasing spending limits to avoid an impending 
government shutdown, the BBA impacts a number of 
other areas, including restrictions on the file-and-suspend 
and file-then-switch strategies discussed earlier. Section 
831 of this legislation, titled “Closure of unintended 
loopholes,” applies as follows.3

Update: Changes to File and Suspend

The new law effectively eliminates the benefit of the file-and-
suspend option discussed above for anyone implementing 
the strategy more than 180 days after enactment of the 
legislation, which is April 30, 2016. However, anyone 
currently receiving spousal benefits on a suspending 
spouse’s file-and-suspend election is grandfathered and 
will continue to receive those benefits. If you will be at FRA 
before May 1, 2016 and have not yet started Social Security 
planning, we encourage you to do so before this deadline.

Social Security: How to Maximize Your Benefit

3 Bipartisan Budget Act of 2015, Section-by-Section Summary. http://docs.house.gov/meetings/RU/RU00/CPRT-114-RU00-D001.pdf

Exhibit 4: Social Security Retirement Benefit Strategies for Married Couples

File and Suspend for Those Who Are Eligible
(See Legislative Update above)**

File Then Switch for Those Who Are Eligible
(See Legislative Update above)**

Useful when lower-earning spouse wants to file  
on higher earner’s record

 • Higher earner files for benefits then  
immediately suspends

 • Higher earner continues to garner credit  
for delayed benefit election

 • Lower earner collects benefits on higher  
earner’s record

 • Higher earner can start collecting benefits  
at retirement on enhanced record

Useful when each spouse has significant earnings history

 • First spouse retires at FRA, files for benefits on his or her 
own record, and may also choose to suspend benefits

 • Second-retiring spouse, often the higher earner, files 
a restricted application for spousal benefits at FRA  
on the first retiree’s record

 • Second-retiring spouse can continue to work past FRA, 
enhancing the earnings record

 • At age 70, second-retiring spouse modifies claim to elect 
benefits on his or her fully enhanced earnings record
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Planning Takeaways

Social Security’s insurance program constitutes an 
important source of retirement income for most 
Americans. Even for single persons or married couples 
who will not rely on Social Security to fund the bulk 
of their retirements, understanding options will help 
them receive the maximum insurance benefit. We have 
a thorough understanding of the planning opportunities 
with regard to Social Security benefits, and have assisted 
clients in evaluating their various election options. 
With an impending deadline of April 30, 2016 for those 
qualified to take advantage of the file-and-suspend 
strategy, we encourage our clients at or near retirement to:

1.  Work with your Bessemer Trust Client Advisor and  
a Bessemer Tax Consultant. Determining the 
financial breakeven point for benefit election can be 
time-consuming and complex. It’s often worthwhile 
to seek the expertise your Bessemer Client Advisory 
team can offer;

2.  Think about timing. While an individual may elect 
benefits as early as age 62, delaying election will increase 
the monthly benefit. In many cases, delaying election past 
full retirement age maximizes the benefit’s total value;

3.  Evaluate life expectancy. For a single person, this is 
one of the most important considerations; and

4.  Decide as a couple. For married persons, the decision 
to elect benefits depends on the desired retirement 
ages, each person’s earnings history, age difference, 
and life expectancy. Having these discussions with a 
spouse is an important step toward determining what 
is best for you and your family.

We believe comprehensive wealth management 
services should include guidance related to important 
retirement age decisions. Social Security planning 
in particular has steadily increased as of late, with a 
noticeable uptick since November 2015 in the aftermath 
of recently passed legislation. Taking a thoughtful 
approach will help you maximize your retirement  
benefit with consideration for your greater tax and 
wealth planning circumstances.

Social Security: How to Maximize Your Benefit

Update: Elimination of File Then Switch

If you are younger than age 62 in 2015, the BBA 
eliminates your ability to file a restricted application 
for only spousal benefits with the goal of enhancing 
your deferred credits and switching to your own 
benefit at age 70. As we have noted earlier, a spouse 
aged 62 or older in 2015 may continue to utilize the 
file-then-switch strategy.

Social Security Myths and Facts

Many people have read reports about the Social Security 
system’s future insolvency. While we believe that  
near-term fears are unwarranted, there is cause for 
concern about the source of funding for future benefits.

The 2015 SSA Trustees Summary Report notes that 
the Social Security retirement trust fund, the financial 
account that collects premiums and remits benefits, 
currently runs an annual surplus of $55.2 billion and 
retains reserves of $2.73 trillion. While these funds 
will support beneficiary payments in the near term, 
the Trustees Report projections note that in 2020, the 
fund will experience “net redemptions” that will erase 
any annual surplus. Furthermore, continued annual 
shortfalls will require reliance on the reserve funds until 
the projected “depletion of these reserves in 2034.”4

If policymakers do not address the reserve depletion, 
annual Social Security revenue after 2034 is projected 
to sustain benefits at only 77% of today’s thresholds. 
Potential solutions to fix or postpone the depletion of 
the Social Security trust fund include an immediate 
reduction in benefits for all recipients, which we 
believe is unlikely, a new-retiree-benefit reduction, 
an increase in the payroll tax rate or contribution 
threshold, means testing for higher income individuals 
and/or an increase in FRA going forward. While there 
is frequent discussion about the trust fund’s future, 
we do not foresee impending action on these fronts. 
However, we remain committed to monitoring potential 
developments to best help our clients achieve their 
wealth planning goals. 

4 Social Security Administration. Status of the Social Security and Medicare Program: A Summary of the 2015 Annual Reports. Available at ssa.gov/oact/trsum
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About Bessemer Trust

Privately owned and independent, Bessemer Trust is a multifamily office that has served individuals and families of 
substantial wealth for more than 100 years. Through comprehensive investment management, wealth planning, and 
family office services, we help clients achieve peace of mind for generations. 
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