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Changes to
Social Security
Claiming
Strategies
Tips to help you make informed
Social Security decisions. BY TERRY ALLEN, CFP®AWMA

SM

W

hen Congress unexpectedly eliminated two Social Security claiming
strategies as part of the Bipartisan Budget Act of 2015, retirement planning got a little more complicated for people who expected to use those
strategies to boost their retirement income. Here are some questions and answers
that could help if you are wondering how the new rules might affect you.

What’s Changing?

The provision of the budget bill called “Closure of Unintended Loopholes” primarily addresses two Social Security claiming strategies that have become increasingly popular over the last several years. These two strategies, known as “file and
suspend” and “restricted application for a spousal benefit,” have often been used to
increase cumulative Social Security income for married couples. The budget bill has
eliminated those strategies for most future retirees, but you may still have time to
take advantage of them, depending on your age.

File and Suspend

Under the old rules, an individual who had reached full retirement age could file for
retired worker benefits in order to allow a spouse or dependent child to file for a
spousal or dependent benefit. The individual could then suspend the retired worker
benefit in order to accrue delayed retirement credits and claim an increased worker
benefit at a later date, up to age 70. For some couples and families, this strategy
increased their total lifetime combined benefit.
Under the new rules, effective for suspension requests submitted on or after April
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“Social Security planning will now be intensely
personal and because of the differing effective
dates, can be somewhat tricky. Do your homework and be sure to review your options with
your financial advisor to develop a claiming
strategy.”
30, 2016 (or later if the Social Security Administration provides additional guidance), the worker can file and suspend and
accrue delayed retirement credits, but no one can collect benefits
on the worker’s earnings record during the suspension period,
effectively ending the file-and-suspend strategy for couples and
families. The new rules also mean that a worker who files and
suspends can no longer request a lump-sum payment in lieu of
receiving delayed retirement credits for the period during which
benefits were suspended. (This previously available option was
helpful to someone who faced a change of circumstances, such
as a serious illness.)

Restricted Application

Under the old rules, a married individual who had reached full
retirement age could file a “restricted application” for spousal benefits after the other spouse had filed for retired worker
benefits. This allowed the individual to collect spousal benefits
while delaying filing for his or her own benefit, in order to
accrue delayed retirement credits.
Under the new rules, an individual born in 1954 or later who
files a benefit application will be deemed to have filed for both
worker and spousal benefits, and will receive whichever benefit
is higher. He or she will no longer be able to file only for spousal
benefits.

The Bottom Line

A limited window still exists to take advantage of these two

claiming strategies. If you are currently at
least age 66 or will be by April 30, 2016,
you may be able to use the file-and-suspend
strategy to allow your eligible spouse or
dependent child to file for benefits, while
also increasing your future benefit. To file a
restricted application and claim only spousal benefits at age 66, you must be at least
age 62 by the end of December 2015. At the
time you file, your spouse must have already
claimed Social Security retirement benefits
or filed and suspended benefits before the
effective date of the new rules.

Why Did Congress Act Now?

Both the file-and-suspend and the restricted application strategies were made possible by the Senior Citizens Freedom to Work
Act of 2000. Part of this Act’s original intent was to enable individuals to change their minds in the event they determined that
they wanted to work longer but were already receiving Social
Security retirement benefits. However, this opened up some
claiming strategies, that while legal, went beyond the original
intent of the legislation. Congress used the budget bill to close
these loopholes in order to save money and slightly reduce the
long-range actuarial deficit faced by the Social Security trust
funds.

Already Using One of These Strategies?

If you are already using the file-and-suspend or the restricted
application strategy, you will not be affected by the new rules.
You have already met the age requirements.

Benefits for Surviving Spouses

Rules affecting surviving spouses have not changed. If you are
eligible for both a survivor benefit and a retirement benefit
based on your own earnings record, you can still opt to receive
one benefit first, then switch to the other higher benefit later.

What Planning Opportunities Still Exist?

Even if you can no longer take advantage of the file-and-suspend and restricted application strategies,
you may still benefit from considering
your Social Security filing options. The age
when you begin receiving Social Security
benefits can significantly affect your retireServing Oakland
ment income and income that is available
to your survivors.
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rity remain unchanged. Currently, the ear5942 MacArthur Blvd. • Experienced with Section 8 tenants.
liest age at which you can receive Social
Oakland, CA 94605 • Over 35 years of experience.
Security retirement benefits is 62, but if
you choose to take benefits before your
Residential-Property
Management
in
Oakland.
•
full retirement age (66 to 67, depending
on the year you were born), your benefit
EAST OAKLAND
will be permanently reduced by as much
Specialist!
as 30%. On the other hand, if you delay

MAISEL PROPERTY MANAGEMENT, Inc.
MPM

510-562-8600

24 RENTAL HOUSING

| FEBRUARY 2016 |

ebrha.com

June 15-18, 2016
San Francisco
Dear EBRHA Members,
As you may know, the 2016 NAA Education Conference & Exposition will be held on June 15-18,
in San Francisco. To make this conference a success, we call on you to get involved by donating
some of your time during the conference as an NAA Concierge Volunteer*.
NAA Concierge Volunteers are required to:
• Commit a full 4 hours of their time during the 2016 NAA Education Conference & Exposition
• Attend a concierge training on June 14 or June 15
• Agree to be properly attired – NAA shirt and black or khaki pants
• Provide exceptional customer service to conference attendees
In exchange for your time and commitment, NAA will offer a discounted registration rate – a saving worth
over $500 and includes the conference materials and access to:
• All the Education Sessions
• Two General Sessions
• Exposition
• Thursday and Friday Lunch
• Maintenance Mania National Championship
Should you wish to attend the Opening Night Party, tickets are available for $200.*
To volunteer, please register at www.naahq.org/educonf and type in the code 16HOST.
Note that all shifts are first come, first served. More details will be provided once you have registered.

*Suppliers are not eligible for this offer.

Register Now! www.naahq.org/educonf

UPCOMING EVENTS
receiving Social Security benefits past
your full retirement age, you’ll receive
delayed retirement credits, which will
increase your benefit by 8% for each year
you delay, up to age 70.

Public Affairs Meeting
DATE & TIME
MODERATOR
PRICE
TOPICS
		
		
		
		

WEDNESDAY, FEBRUARY 10; 10 A.M. - 11:00 A.M.
Jill Broadhurst, CCRM, EBRHA
Free to members only
EBRHA is meeting to prioritize local rental housing issues
and tackle them head on, with the desired outcome of
challenging and reversing bureaucratic failures that 		
infringe on property rights and the ability to manage
effectively.

EBRHA Office Closed—Presidents Day
DATE MONDAY, FEBRUARY 15

Lunch-n-Learn: Estate Planning
DATE & TIME
SPEAKER
PRICE
DETAILS
		

TOPICS

		
		
		

TUESDAY, FEBRUARY 16; NOON - 2:00 P.M.
Terry Allen, CFP®, AWMASM
Members: $20; Members’ Guests: $20
Lunch is provided and available at 11:45 a.m.
Seating is limited, Registration deadline is January 27
Learn how to protect you and your family for the future,
including topics such as basic estate planning concepts,
planning for incapacity, wills & probate, tax basics, trusts,
and life insurance.

Member Meeting
DATE & TIME SATURDAY, FEBRUARY 20; 10:00 A.M. - NOON
SPEAKERS Clifford Fried—Legal Q&A
		 Kirk Dobson, David White & Associates—Financial Planning &
		 Tax Tips
DETAILS Members only; Metered street parking available

Online Registration at
ebrha.com

All workshops are held at
our new office:

Sign up, pay registration fees and
receive reminders online.

EBRHA Education Center
3664 Grand Ave., Ste B
Oakland
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When to File

Determining when to file for Social Security benefits is one of the biggest financial
decisions you’ll need to make as you
approach retirement. There’s no “onesize-fits-all” answer—it’s an individual
decision that must be based on many factors, including other sources of retirement
income, whether you plan to continue
working, how many years you expect to
spend in retirement, and your income tax
situation. It’s especially complicated when
you’re married because you and your
spouse will need to plan together, taking
into account the Social Security benefits
you each may be entitled to, including
survivor benefits.
Although some claiming options are
going away, plenty of planning opportunities remain, and you may benefit from
taking the time to make an informed
decision about when to file for Social
Security.
For purposes of illustration, I’ve
included some examples, below. Please
note: “PIA” is an acronym for Primary
Insurance Amount, the monthly amount
payable if you are a retired worker who
begins receiving benefits at full retirement
age, or if you are disabled and have never
received a retirement benefit reduced
for age. Another acronym, “FRA” is
Full Retirement Age, the age at which a
person may first become entitled to full or
reduced benefits based on age.
Example 1: Jack and Jill are both 64.
Jack’s PIA is $2,600; Jill’s PIA is $800. Jill
files for her benefit and is receiving 87%
of $800, or $696. In two years, Jack files
a restricted application for his spousal
benefit and receives 50% of Jill’s PIA, or
$400, from age 66 to 70. At age 70, he
switches to his own maximum benefit.
The new law does not affect this strategy
because Jack is older than 62 now and Jill
is receiving her benefit (i.e., she has not
suspended it).
But if the worker spouse would be
suspending, it won’t work.
Example 2: Tom and Tracy are both

EAST BAY RENTAL HOUSING ASSOCIATION

Contribute to the EBRHA PAC today!
Rental owners in the East Bay are facing policy changes that are
detrimental to their rental housing business, such as proposed rent
control ordinances, fee increases, increased utility fees and fines,
increased garbage and recycling rates, and mandated inspections.
Rental owners need to control the dialogue!
“I Support the East Bay Rental Housing Association Political Action
Committee’s (EBRHA-PAC) efforts to fight for the rights of property
owners and managers, and their work on additional rental housing industry issues. I’d like to contribute the following to help the EBRHAPAC protect my rights.”
NEW! DONATE ONLINE AT WWW.EBRHA.COM/PACONLINE
Election laws require EBRHA to collect this information. Please be sure to fill
in the required fields completely and check the appropriate boxes on this form.
PLEASE NOTE: EBRHA-PAC Donations are NOT tax deductible.

NAME					EBRHA MEMBER ID/NUMBER

COMPANY

ADDRESS - WE CANNOT ACCEPT THE DONATION IF THE ADDRESS IS A PO BOX.

CITY

STATE

DAYTIME PHONE

ZIP

EVENING PHONE

EMAIL

OCCUPATION		

EMPLOYER

ZIP CODES YOUR RENTAL PROPERTY UNTS ARE LOCATED IN
PLEASE CHECK ONE OF THE FOLLOWING:
		MY BUSINESS IS A SOLE PROPRIETERSHIP
		
M Y BUSINESS IS A PARTNERSHIP
		MY BUSINESS IS A LLC
		MY BUSINESS IS A CORPORATION
SELECT A DONATION AMOUNT:
$200

$100

$75

$50

CHECK (PAYABLE TO EBRHA)

OTHER

MASTERCARD

CARD NUMBER

VISA

AMERICAN EXPRESS

EXPIRATION DATE

NAME ON CARD

SIGNATURE

DETACH THIS FORM AND FAX OR MAIL TO THE ADDRESS BELOW
East Bay Rental Housing Association
3664 Grand Ave., Suite B
Oakland, CA 94610
510.893.9873 | FAX 510.893.2906
ebrha.com
TEL
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64. They are both high earners with PIAs
of $2,600. In two years, Tracy will be 66
and eligible to file a restricted application for her spousal benefit. However,
Tom wants to delay his benefit to age 70.
The effective date for the ban on file and
suspend has already passed. Either Tom
will have to take his own benefit (and
forego four years of delayed credits) in
order to give Tracy the spousal benefit, or
Tracey will have to forego four years of
spousal benefits in order to give Tom his
maximum delayed credits.
Two high-earning spouses under age
62 are out of luck on two counts.
Example 3: Sam and Sarah are both
61. They are both high earners with PIAs
of $2,600 each. Prior to the new law you
would have recommended that they both
file for their own respective benefits at
70, with Sam filing and suspending at 66
and Sarah filing a restricted application
for her spousal benefit at 66. This would
give them $62,400 in spousal benefits
from age 66 to 70 ($1,300 x 48 months)
and allow them each to increase their
own retirement benefit by 32% compared
to taking it at FRA. Once the budget bill
becomes law, this strategy will no longer
be allowed. The spousal benefit will not
be available because Sarah will be subject
to deemed filing when she files at 66. She
will be forced to take her own higher
benefit. File and suspend will also not
be available because Sam turns 62 after
2015, but this would be moot because
Sarah can’t take the spousal benefit
anyway.

Consult with a Professional

The bottom line: Social Security planning will now be intensely personal and
because of the differing effective dates,
can be somewhat tricky. Do your homework and be sure to review your options
with your financial advisor to develop a
claiming strategy. RH
The information contained in this article is general in nature. Consult the advice of an attorney
or professional for any specific problem. Terry
Allen, CFP®AWMASM of Enhance Wealth Advisors® is a Certified Financial Planner™ (CFP®),
and Accredited Wealth Management AdvisorSM
(AWMASM). She can be reached at 925-932-8609
or info@enhancewa.com.

