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In life, would you rather:

Be early or Pay a penalty or

delayed? get a bonus?
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SAVVY SOCIAL SECURITY PLANNING

What Baby Boomers
Need to Know About
Their Retirement Income

Lighthouse Wealth Partners
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Making terrible, costly decisions
about Social Security can hurt your
retirement.
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You have many claiming options

Decisions have far-reaching
consequences

Choice impacts both spouses

System is not bankrupt, nor a Ponzi
scheme

Benefits likely helped a family member

Your friends aren’t experts



Baby Boomers
Want to Know:

Will Social Security be there for me?
How much can | expect to receive?
When should | apply for Social Security?
How can | maximize my benefits?

Will Social Security be enough to live on in
retirement?






Will Social
Security Be
There for Me?




OASDI
Trust Fund

DraWd own * Total expenditures: $1.244 trillion
Begl nS e Net decrease in assets: -$ 22 billion

2022 results

* Total income: $1.222 trillion




Long-Term
Projections:

Without reform, benefits
fall to 80% in 2034
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Increase maximum earnings subject to

Social Security tax
(currently $168,600 in 2024)

Raise the normal retirement age
(currently 67 for those born in 1960 or later)

Lower benefits for future retirees

(escalate benefits based on increases in consumer
prices rather than wages)

Reduce cost-of-living adjustments
(COLAS)
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‘éo, what’s a clearer
way to think about
Social Security?




Social Security is inflation-protected income.
You've paid the premium in every paycheck, so
be smart about how and when to collect.



2
O more years total of $583,137 in lifetime benefits




Social Security Offers Annual Inflation Adjustments

If your monthly benefit is $2,000 today and annual cost-of-living adjustments
are 2%:

In 10 years $2,438

your monthly
benefit will be

In 30 years $3,623

In 20 years $2,972

Assumes 2% annual cost-of-living adjustments



How Much
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Your Benefit Will Depend On*:

How much you earned over The age at which you
your working career apply for benefits

*Information is subject to change and many factors can influence the amount of your retirement benefit.



At age 62, each year’s earnings are tallied
up and indexed for inflation

Highest 35 years of earnings are
averaged (AIME)

AIME is divided by three “bend points” to
determine your primary insurance amount
(PIA). This is the amount you'll receive at
full retirement age.

Benefit is increased each year by cost-of-
living adjustments (COLAS)



PIA Formula:

*$1,174 X 0.90= $1,056.60

*$5,904 X 0.32= $1,889.28 ($7,078-%$1,174 = $5,904)
*$6,022 x0.15= $ 903.30 ($13,100-$7,078 = $6,022)
* Total = $3,849.18




That's good to know,
but why shouldn’t |
claim early at 62,
instead of delaying to
full retirement age or
even 707?



Your monthly benefit will be reduced if you

claim early. It may also be reduced for taxes

and Medicare premiums. And benefits could be
withheld if you work.



When Should
| Apply for
Benefits?




Health Need for Whether or Survivor
Status Expectancy Income not you Needs
plan to




Will Social
Security Be
Enough to Live
on in
Retirement?



1956 66 and 4 months
1958 66 and 8 months










Obtain your annual Social Security statement

at www.socialsecurity.gov/myaccount

Use the Retirement Estimator at your

socialsecurity.gov/myaccount

Use one of the calculators on the SSA website:
www.ssa.gov/planners/benefitcalculators.htm



http://www.socialsecurity.gov/myaccount
http://www.socialsecurity.gov/myaccount
http://www.ssa.gov/planners/benefitcalculators.htm




Assumes FRA is 67, PIA = $3,000 and 2% annual COLAs from age 62



How Can |
Maximize My
Benefits?




Examine your earnings record from your latest
Social Security statement, available online at

Is it accurate?
Any missing years?

Can you improve it by working longer?


http://www.socialsecurity.gov/myaccount

Apply for Consider:

SOCIH' Sec_u”ty Your income needs, both now and in
at the Optimal the future
Time Your life expectancy

Your spouse’s life expectancy



Taxation of
benefits




» Don’t let annual earnings test
discourage you from working

» To avoid the earnings test, wait
until full retirement age or later to
apply for benefits




Under $32,000 0
Married filing jointly $32,000-$44,000 Up to 50%
Over $44,000 Up to 85%

Married filing separately and
living with spouse

*Provisional income = AGI + one-half of SS benefit + tax-exempt interest




Ways to Minimize Taxes on Social Security Benefits

Reduce other income with tax-advantaged investments (but not municipal
bonds!)

Anticipate IRA RMDs, which may put you in a higher tax bracket; consider
drawing down IRAs before 73

Convert traditional IRA to Roth
Delay Social Security: reduces number of years benefits are subject to tax
Reduce expenses: pay down debt, adopt simpler lifestyle

Continue to manage taxes throughout retirement



Medicare May
Shrink Your
Check

If you are receiving Social Security and are 65 or
older and enrolled in Medicare, your Part B
premiums will be deducted from your check.

In 2024, Part B premium = $174.70

Assume a $2,600 PIA, FRA = 67

e |f claimed at 62, benefit = 70% = $1,820. Part B = 9%
e |f claimed at 67, benefit = 100% = $2,600. Part B = 6%
e |f claimed at 70, benefit = 124% = $3,224. Part B = 5%

* High income households may have additional charges deducted



If you apply early, your benefit starts lower
and stays lower for life.

COLAs magnify the impact of early or
delayed claiming. The longer you live, the
more beneficial it is to delay benefits.

Your benefit may be taxed and reduced to
cover your Medicare premiums.

Don’t let the earnings test discourage you
from working.

Delaying benefits may give surviving
sSpouse more income.



I’'m not going to
live long, so why
shouldn’t | just
claim my benefit
while | can?”



For couples, you should always maximize the
higher earner’s benefit to protect the surviving
spouse.



Spousal
Benefits

Example:

* John's PIA is $2,000
e Jane's PIA is $800

o If Jane applies at FRA, her benefit will be $1,000

(50% of John’s PIA)




RUleS for Primary worker must have filed for

benefits
Spousal
. Spouse must be at least 62 for reduced
Beneflts benefit or FRA for full benefit

No delayed credits on spousal benefits
after FRA




Coordinate
Spousal
Benefits




Maximization
Strategy

Where lower-earning spouse’s PIA is more
than 50% of higher-earning spouse’s PIA

Both spouses delay to age 70

Maximizes lifetime benefits over average
or long-life expectancies



Hybrid
Strategy

/

Where lower-earning spouse’s PIA is less
than 50% of higher-earning spouse’s PIA

Lower-earning spouse claims early
Higher-earning spouse claims at 70

Generates income sooner while
maximizing higher-earning spouse’s
benefit over both lifetimes



Get a Custom Maximization Analysis
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Well, I'm already
widowed-or
divorced-so how does
that impact my Social
Security claiming
strategy?



If you're widowed or divorced, you may be
eligible for survivor benefits, divorced-spouse
survivor benefits, or divorced-spouse benefits

that can increase your monthly check.



Survivor Benefits: 2 Key Factors

The age at which the deceased spouse originally claimed his benefit
(the “original benefit”)

If deceased claimed before FRA, survivor benefit will be limited to the
higher of the deceased spouse’s benefit or 82.5% of his PIA

If deceased claimed after FRA, the survivor benefit will include delayed
credits



Survivor Benefits: 2 Key Factors

The age at which the widow claims the survivor benefit (the “actual
benefit”)

If survivor claims before FRA, the survivor benefit will be a fraction of
the original benefit (e.g., 71.5% of PIA if claimed at 60)

If survivor claims at FRA or later, the survivor benefit will equal 100% of
the original benefit



Survivor
Benefits

Example:

* Joe and Julie are married. Both are over full retirement age.
* Joe's benefit is $2,800, Julie's benefit is $1,500.
* Joe dies.

* Julie notifies Social Security and her $1,500 benefit is replaced by a
$2,800 survivor benefit.




Su rViV0r Example of delayed claiming:
Be n efits * Joe and Julie are married.

e Joe's PIA is $2,800.

* Joe delays claiming to age 70; his benefit is 124% of $2,800,
or $3,472.

e Joe dies.

* Julie's survivor benefit will be $3,472, not $2,800.

Note: If Julie claims her survivor benefit before her FRA she’ll get less.




Rules for
Survivor
Benefits

Couple must have been married at least 9
months at date of death (except in case of
accident).

Survivor must be at least 60 for reduced
benefit (50 if disabled), or FRA for full
benefit.

Survivor benefit not available if widow(er)
remarries before age 60 (or 50 for
disabled survivor), unless that marriage
ends.

Divorced-spouse survivor benefit available
if the marriage lasted at least 10 years.



Same as spousal benefits if:
Marriage lasted 10 years or more

Person receiving divorced-spouse benefit
IS currently unmarried

The ex-spouse is at least age 62

If divorce was more than two years ago ex-
spouse does not need to have filed for

benefits




Rules for
Divorced-
Spouse
Benefits

More than one ex-spouse can receive
benefits on the same worker's record

Benefits paid to one ex-spouse do not
affect those paid to the worker, the
current spouse, or other ex-spouses

Divorced-spouse benefits stop upon
remarriage of spouse collecting benefits
(not upon remarriage of primary worker
spouse)



Gee, this really is
more complicated
than | realized.



@ Brain Teaser

‘: i -

L”
-~

—

In life, would you rather:

Be early or Pay a penalty or

delayed? get a bonus?

© 2021 Horsesmou

Copyright



People are hurting their retirements
by making terrible, costly decisions
about Social Security.



Social Security offers inflation-
protected income you can’t outlive,
including benefits for survivors

Your monthly benefit will be reduced if
you claim “early”

Couples should always maximize
the higher earner’s benefit for the
surviving spouse

If you're widowed or divorced, you may
be eligible for benefits that can
increase your check



Everyone needs a personalized
Social Security claiming analysis to
understand how and when to apply
and how their monthly benefit will
fit into their overall retirement

income plan.



Consider Social Security
In the Context Of:

» Pensions
» |RAs and 401(k)s

> Required minimum
distributions at age 73

> Investment portfolio
» Work




What Social Security Personnel Can and Can't Do

They CAN They CAN'T
Estimate individual benefits Project future benefits
Tell you the amount you are through scenario planning
entitled to now Help with innovative

strategies designed to
maximize benefits



When should | apply for Social Security?
What if | want to keep working?

What if I've already applied?

How much will my benefit be?

How can | coordinate spousal benefits?

What's the best long-term strategy for my
situation?

What do | do next?
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SAMPLE

Your Customized
Social Security
Spousal Planning Analysis

Prepared Far
Betty & Bill Barney

Novermner 12, 2018




Questions?



SAVVY SOCIAL SECURITY PLANNING

Connect with us for more
information:
lighthousewealthpartners.com
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