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How to Read a Social Security Statement

As we’ve said time and time 
again, no matter what,  
  you can’t do any proper 

retirement  planning without your  
current Social Security statement.  
If you have it, the planning 
process is much easier. Without it, 
it’s difficult to properly plan.

There’s good news and bad 
news on this front.  The good 
news is that the Social Security 
Administration (SSA) recently 
revised the format of the  
statement. It is easier to read  
and understand than it ever was 
before.  The bad news is that it 
was never all that easy to under-
stand. So let’s take a quick tour  
of a sample statement to see  
where we need to look. 

 

 

Notice where it says, “Social Security benefits are not intended to be  
your only source of income when you retire.”  It seems that too many  
people forget this.

William F. Rainaldi, CFP®
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The most prominent figure, right up front, is your 
Primary Insurance Amount (PIA). This is the amount  
you can expect on a monthly basis if you begin 
collecting at Full Retirement Age.
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Essentially this is a warning that the benefit will be cut by 21% in another  
15 years in the event nothing is done between now and then. 

Here are some quick thoughts 
on page 2. Note that the math 
doesn’t quite come out as predicted. 
For example, in this case, the Full 
Retirement Age benefit is $3,054 
at age 67. The rules say that the 
benefit goes up by 8% per year if 
you wait. So the age 70 benefit, 
three years later, should be 124% 
(note that the 8% is NOT com-
pounded). That would be $3,787.  
Yet the statement yields a slightly 
different figure of $3,798.  Why is 
it different?

The answer has to do with the 
assumptions the SSA uses. The  
SSA assumes that if you don’t 
collect, you will continue working, 
and continue making the same 
amount of money. Thus, they 
assume your PIA will go up every 
year you continue to work, and 
your resulting benefit will actually 
be more than 124% higher. That 
may or may not be true. And 
another important—but entirely 
different—question revolves 
around whether the benefit 
increase is actually worth the 
increased payroll taxes required  
to get it.  

Also note the section in bold 
toward the middle of the page 
highlighted in green.  
This will be a source  
of concern for anyone  
who carefully  
reads the statement.

“Your estimated  
benefits are based  
on current law. Congress has made 
changes to the law in the past and 
can do so at any time. The law 
governing benefit amounts may 
change because, by 2034, the 
payroll taxes collected will be 
enough to pay only about 79 
percent of scheduled benefits.”

* Your estimated benefits are based on current law. Congress has made changes in the law in the past and  
   can do so at any time. The law governing benefit amounts may change because, by 2034, the payroll taxes  
   collected will be enough to pay only about 79 percent of scheduled benefits. 

These two paragraphs cover the Windfall Elimination Provision
(WEP) and the Government Pension Offset (GPO). These two things
don’t affect many people. But for former government employees
with government pension benefits who are covered under these 
provions, the benefits above may be overstated.

This shows the estimated benefit at FRA, age 62 and age 70.
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You need to review page 3 
carefully.  If you see several years in 
a row of zeroes here, you need to 
ask your advisor about it. There is a 
good chance that you may be 
subject to the WEP and/or GPO 
provisions described on the 
previous page of the statement.

Also, notice what happens with 
the earnings history beginning in 
1991. Up until that point, the 
Social Security and Medicare 
earnings are equal. After that point, 
in most years, the Medicare 
earnings are higher.  That’s because 
starting that year, there was no 
longer a “cap” on Medicare 
earnings. In 2019, the Social 
Security withholding is 6.2% of 
wages up to $132,900. The 
Medicare is 1.45% with no limit.

Note that the person in this 
example appears to have had 
earnings in excess of the Social 
Security maximum most years 
since 1992, as you can see, in 2014 
the Social Security and Medicare 
numbers were the same. Thus, he 
or she didn’t reach the maximum  
threshold in that year. The indi-
vidual also appears to have at least 
35 years of earnings.  This is 
important; the benefit is calculated 
using the highest 35 years. Less 
than 35 years means that zeroes 
will be part of the average.

There’s one fascinating new 
feature on this page.  As you can 
see from the middle of the page, 
the client and employer have paid a 
total of over $344,000 in Social 
Security taxes over the years, plus 
Medicare. This could serve as a 
reminder to clients that they’ve 
paid a lot of money into the 
system, and they owe it to  
themselves to make sure they get 
everything they’re entitled to.
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Page 4 provides additional 
resources and mentions  
Medicare. Remember that 
Medicare Part B premiums 
are often deducted from your 
Social Security benefit.

Contact Bill Rainaldi with 
your Social Security questions 
at 607-760-3315.  
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To learn about your Social 
Security options, contact your 
Security Mutual Life insurance 
agent. Using the Security 
Mutual Life Social Security 
Evaluator, your agent can 
provide you with an easy-to-
understand illustration 
showing your various options, 
and then help you evaluate 
those options based on your 
personal financial needs and 
goals.

 

 


