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Living longer

Life expectancy upon retirement at age 65

A healthy 65-year-old female has a 50% chance of living until age 89 (24 more years)
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Source: Society of Actuaries” Annuity RP-2014 Total Healthy Annuitant rates, Scale MP-2014. Figures assume you are in good health.
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Presentation Notes
Many of you I’m sure are aware of the medical advances and healthier lifestyles have increased longevity.  A couple who reaches 65 has a 50% chance to living into their early 90s and 25% chance of living into their late 90s.  So we can assume from these statistics one person from a couple will live into their 90s.  However, people are not taking longevity into account when taking their benefits.  




Full or
increased

benefit
33%

But collecting
early

Reduced benefit
(collected early)

67%

Source: Social Security Administration’s Annual statistical supplement, 2020.
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Presentation Notes
In fact more than 67% of people collecting Social Security benefits today are collecting reduced amounts because they collected early, often as early as age 62. Why, in the face of longevity, do many people collect benefits when they hit age 62? Probably because they can. Even though so many people are concerned with longevity, they are willing to accept reduced benefits for life to avoid not getting their fair share of benefits because they may die early. 

But longevity is a reality. At the end of 2019 there were over 2.2 million people over the age of 90 collecting Social Security benefits. There were 69,644 people over the age of 100 collecting benefits. 



Source: 
For Pie Chart: Table 5.B6
For Age 90 and 100 stats: Table 5.A10


Rules of retirement benefits

Individual benefits
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Presentation Notes
Now let’s dive into some of the rules.



Individual benefits

Your Earnings Record Your Estimated Benefits
*Retirement  You have earned enough credits to qualify for benefits. At your current earnings rate, if you
‘Yous Tased Your Taxed continue working umtil .
“Years You Social Security Medicare your full retirement age (67 years), your payment would be about $ 1.903 a month
Worked Eaming: Eaming: age 70, your payment would be about $ 2,372 a month
! 2 age 62, your payment would be about § 1311 amonth
- e 7 o
your payment would be about § 1718 a month
- our farnih N . “Family If you get retirement or disability benefits, your spouse and children also may qualify for benefits.
Yo and your y may be eligible for valuable benefits *Survivors You have earned enough credits for your family to receive survivors benefits If you die this
When you die, your family may be eligible to receive year, certain members of your family may qualify for the following bepefits
survivors benefits. c B Your child $ 1.326 a month
. . . . Your spouse who is caring for your child $ 1,326 a month
Soc]zltSec.unty may help you if you become disabled— Your spouse, if benefits start at full retirement age § 1768 a month
EVen atayoung age. Total family benefits cannot be more than § 3.282 amonth
A young person who has worked and paid Social Your spouse or minor child may be eligible for a special one-time death benefit of $255
Security taxes in as few as two years can be eligible for Medicare You have enough credits to qualify for Medicare at age §3. Even if you do not retire at age 63, be
disability benefits. sure to contact Social Security three months before your 65th birthday to enroll in Medicare.
Social Security credits you eamn move with you from job = Your esélm;nta\:l benefits are lnsg_i Elll current law. Cbong;iess has made r].\ai:lnes lg the I..Twl]'n I‘Ile
fOJDh throu: OT CATEET. ])JS( and can do so at any time. & Law gov EID.IIJ“ enelit amounts may change because, by -
= - the payroll taxes collected will be euou,h o pay onh about 80 percent of scheduled benefits.
e based your henefit estimates on these facts:
Your date of birth (please verify your name on page 1 and this date of birth) Apnl 5, 1979
Your estimated taxable earnings per year after 2019 - $51.714
Your Social Security mumber {only the last four digits are shown to help prevent identity theff) IOOLAC1234
Total Social Security and Medicare taxes paid over your working career through the last year reported on the chart above:
Estimated taxes paid for Social Secunity: Estimated taxes paid for Medicare:
You paid: §35,861 You paid: $8.766
Your employers paid: §37 480 “Your employers paid- 58,766
Note: Currently, you and your employer each pay a 6.2 percent Social Security tax on up to $132,900 of your earnings and a L4
percent Medicare tax on all your earnings. If you are self-employed, you pay the combined employee and employer amount, which is a
12.4 percent Social Security tax on up to $132,900 of your ne earnings and a 2.9% percent Medicare tax on your entire net earnings.
*If you have eamed meome of more than $200,000 (3230,000 for mamed cowples filing jointly), you must pay 0.9 percent more in Medicare taxes.
Help Us Keep Your Earnings Record Accurate
You, your employer and Social Security share responsibility processing last year's earnings reports when your Statement
for the accuracy of your earnings record. Since you began was prepared. Your complete earnings for last vear will be
working, we recorded your reported earnings under your name  shown on next year's Statement Note: If you worked for more
and Social Security mumber. We have updated your record each  than one employer during any year, or if you had both earnings www ss a ov
time your employer (or you, if you're self-employed) reported  and self employment income, we combined your earnings for L] L]
VOUr earnings. the year.
Remember, it's your earnings, not the amount of taxes you There’s a limit on the amount of earnings on which you pay

paid or the number of credits you've earned, that determine your ~ Seocial Security taxes each vear. The limit increases yearly.
benefit amount. When we figure that amount. we base it on your  Earnings above the limit will not appear on your earnings

average earnings over your lifetime. If our records are wreng, chart as Social Security earnings. (For Medicare taxes, the
you may not recefve all the benefits to which you're entitled. maxinmm earnings amount began rising in 1991 Since 1994,
Review this chart carefully using your own records to make all of your earnings are taxed for Medicare )
sure our information is correct and that we've recorded each Call us right away at 1-800- 1213 (7Tam -7 pm your
year you werked. You're the enly person who can look at the local time) if any earnings for years before last year are shown
earnings chart and know whether 1t is complete and correct. incorrectly. Please have your TW-2 or tax retumm for those years

Some or all of vour earnings from last yvear may not be available. (If you live outside the US.. fallow the directions at
shown on your Statement. It could be that we still were the bottom of page 4)
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Source: Social Security Administration (www.ssa.gov).



Presenter
Presentation Notes
Most workers pay into the program with each paycheck and will qualify for Social Security benefits at retirement. Workers pays FICA tax up to the Social Security wage base ($142,800 in 2021) toward Social Security. This amount is matched by the worker’s employer. To be fully insured, a worker needs 40 credits. A maximum of 4 credits can be earned per year. For 2021, one credit is earned for every $1,470 of wages. 

Currently, individuals who are paying FICA taxes and are at least age 60 should be receiving a Social Security benefits statement in the mail about three months before their birthday. This statement includes earnings record on page 3. You should check this carefully because benefits will be based off this record, mistakes and all. If you spot any mistakes, call the Social Security administration to correct them. Anyone under the age of 60 can only review their Social Security statement online by visiting www.ssa.gov. 

Benefits are based on the best 35 years of work history and the benefits reflected on a statement reflect the assumption that you will continue to earn your current salary (from the last two years) until you begin to collect benefits.

You should also review the information on page 2. This is where you will find three key numbers: your monthly benefits if you elect to collect at full retirement age, monthly benefits if you collect at age 70 and your monthly benefits if you collect at age 62.

The Social Security Administration has a calculator on their website which will allow you to modify the expected retirement date and wage assumptions to create a more accurate estimate of expected benefits.

The Maximum Social Security Benefit for a worker who achieves FRA in 2021 = $3,148


The tradeoff for individual benefits

Age 62

duced Benefits

Full
Retirement
Age

Primary Insurance
Amount (PIA)

Age 70

Increased B

Full Retirement Age (FRA)

65 > 66 > 067
1937 or 1943-1954 1960 and
earlier later

Source: Social Security Administration (www.ssa.gov).
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Presentation Notes
You have the option to start collecting benefits anytime between age 62 and age 70. However, if you collect before full retirement age, you will collect reduced benefits. If you wait until full retirement age, you will be eligible for full benefits (also known as the primary insurance amount). If you wait until after full retirement, you will be eligible for an increased benefit.

Full retirement age is not the same for everyone. For those born 1937 or earlier, it is 65. For those approaching retirement right now, it is right around age 66 which we will use as full retirement age for the remainder of the strategies shown in the seminar. For those born between 1954 and 1960, social security adds 2 months to every year above 1954. In other words, if you were born in 1956 your FRA is 66 and 4 months. 





Cost of collecting early
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Source: Social Security Administration (www.ssa.gov).
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Presentation Notes
As we saw before, the majority of individuals take benefits before full retirement age. If you elect to take benefits early, benefits will be permanently reduced. The payment is not adjusted when you reach FRA. What else should you consider before you go ahead and agree to a permanently reduced benefits?

Percentage of monthly reduction and total reductions are approximate due to rounding. Actual reductions are 5/9 of 1% per month or .555 for the first 3 years and 5/12 of 1% (.416) for subsequent months.



Considerations for collecting early

Working

Longevity



Presenter
Presentation Notes
Among other things, you need to consider current health, family history of longevity, and, if you are married, the age difference between you and your spouse. 

One extremely important consideration that could directly influence you not to collect early, is whether or not you are actually retiring. Are you grabbing the benefit because you can? Or are you grabbing the benefit because you’re actually retiring and need the income?




Continuing to work while collecting early

2021 retirement earnings limit

Applies to any retirement benefits collected before FRA. Earnings limit looks at wages only.

Your age 2021 limit What happens above the limit

$1 of benefits withheld per $2 of
earnings above limit

Under FRA $18,960/year

$1 of benefits withheld per $3 in
Year reach FRA $50,520/year earnings above limit
for months prior to reaching FRA

Month reach FRA and beyond None Nothing

Source: Social Security Administration (www.ssa.gov).
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Presentation Notes
Social Security benefits are intended to be supplemental retirement income. So the SSA really wants you to be retired when you collect them. Therefore, they will penalize you for collecting early if you are not actually retired. If you collect benefits early, you will be subject to an annual earnings test which looks exclusively at salary. 

Prior to full retirement age, if you earn more than the threshold amount ($18,960 in 2021), you lose $1 of benefits for every $2 earned over the threshold. Now keep in mind, this is on top of already reduced benefits.

For the year in which you reach full retirement age, a different rule applies. The threshold is $50,520 in 2021. And the rule is that you lose $1 in benefits for every $3 in earnings over the threshold. 

Once full retirement age is reached, there is no threshold so you can earn any amount after that with no reduction in benefits. 

This applies to all retirement benefits – individual, spousal, child and survivor – collected before FRA.





Changing your
mind

Source: Social Security Administration (www.ssa.gov).

Form Approved
SOCIAL SECURITY ADMINISTRATION TOE 420 OMB Ne. 0960-0015

REQUEST FOR WITHDRAWAL OF APPLICATION Do not write in this space
IMPORTANT NOTICE.— This is a request to cancel your application. If it is approved, the
made on your application will have no legal effect, all rights attached to an
application, including the rights of reconsideration, hearing, and appeal will be forfeited, and
any payments we made to you or anyone else on the basis of that application will have to be
d. You must then reapply if you want a determination of your Social Security rights at
in the future but any subsequent application may invi the same retroactive
period. This procedure is intended to be used only when your decision to file has resulted, or
will result, in a disadvantage to you. Your local Social Security office will be glad to explain

whether, and how, this procedure will help you.

NAME OF WAGE EARNER, SELF-EMPLOYED INDIVIDUAL, OR ELIGIELE INDIVIDUAL SOCIAL SECURITY NUMBER

PRINT YOUR NAME (First name, middle initial, last name) DATE OF APPLICATION TYPE OF BENEFIT
TYPE OF APPLICATION

| hereby request the withdrawal of my application, dated as above, for the reasons stated below. | understand that
(1) this request may not be cancelled after 60 days from the mailing of notice of approval, and (2) if a
determination of my entitlement has been made, there must be repayment of all benefits paid on the application |
want withdrawn, and all other persons whose benefits would be affected must consent to this withdrawal. |
further understand that the application withdrawn and all related material will remain a part of the records of the
Social Security Administration and that this withdrawal will not affect the proper crediting of wages or
self-employment income to my Social Security earnings record.

Give reason for withdrawal. (/f you need more space, use the reverse of this form.)

1. D | intend to continue working. (I have been advised of the alternatives to withdrawal for applicants under full
retirement age and still wish to withdraw my application.)

2. D Other (Please explain fully):

L) Continued on reverse
SIGNATURE OF PERSON MAKING REQUEST

Signature (First name, middle initial, last namel (Wiite in ik Date (Month, da
SIGN Telephone Number finclude area code/
HERE

Mailing Address (Number and Street, Apt. No., P.O. Box, or Rural Route)

City and State ZIP Code Enter Name of County (if any} in which you now live

Witnesses are required ONLY if this request has been signed by mark (X) above. If signed by mark (X), two
witnesses to the signing who know the person making the request must sign below, giving their full addresses.

1. Signature of Witness 2. Signature of Witness

Address (Number and Street, City, State and ZIP Code) Address /Number and Street, City, State and

FOR USE OF SOCIAL SECURITY ADMINISTRATIOI

[ aerroven BECALISE REPAID OBTAINED determination)

NOT APPROVED i D BENEFITS NOT CONSENT(S) NOT OTHER (Aftach special
|
|

SIGNATURE OF SSA EMPLOYEE TITLE ) )
CLAIMS OTHER (Specifv/

AUTHORIZER D

10
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Presentation Notes
If someone starts collecting their benefits prior to FRA and they find themselves returning to work and having their benefits withheld, they can consider a Withdrawal of Application. This essentially allows a do-over. The do-over provision is allowed only if the application is withdrawn within the first 12 months after starting benefits.  Then the worker can repay benefits, and essentially start over.  The unlimited “do-over” provision was prohibited by the SSA several years ago. 

The benefits are simply suspended, and once the worker re-applies, SSA recalculates the worker’s benefit based on the revised work history.  

They need to repay the SSA everything they had received to date, along with any family benefits paid on their work history, and then they can subsequently apply as if it were their first time applying.


The SSA has recently restricted the use of the Withdrawal to within 12 months of collecting benefits and will only allow one withdrawal per lifetime.





Guaranteed increases for collecting late
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Source: Social Security Administration (www.ssa.gov). Assumes individual bornin 1943 or later.
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Presentation Notes
So far we have discussed the drawback to collecting early or working when collecting benefits.  Let’s switch gears to show what happens if you wait to collect benefits. 

You will be awarded guaranteed increases to your benefits of 8% per year (assuming you were born in 1943 or later) per year deferred beyond full retirement age up until age 70. For someone with a FRA of age 66, this could be an increase of 32% by age 70.



A question of longevity

Break even analysis

66 80 20 100
100%
of PIA
Age

Assumes individual has a FRA of 66.


Presenter
Presentation Notes
Deciding what age to collect benefits as a single filer simply comes down to the question: How long do you think you will live? However by comparing payment cash flows you are able to determine a break even point that allows you to make a more informed decision.

Whether you start receiving lower benefits early or waiting and collecting a higher benefit amount later, at some point you will break even, which means you will receive the same amount of money no matter when you started collecting. 

In the first example the break even analysis shows collecting at age 62 vs. collecting at full retirement age, in this example the break even point is the age of 78.  

In the second example the breakeven when taking at FRA vs. 70 is 82 and 6 months. If you think you will live beyond 82 and 6 months, you might opt to receive larger checks later and begin collection at age 70.  

While it’s impossible to know exactly how long you will live, you can make a reasonable guess about your current health and family history and looking at your break even age can help you when making your collection decision.



Rules of retirement benefits

Spousal and survivor benefits
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Presentation Notes
Now let’s dive into some of the rules.



Spousal benefits amount

Jordan Alex
PIA: $2,200 PIA: $0
50% x $2,200
$1,100
Age 62 FRA Age 70

Jordan Collect - $2,200

Alex Collect Spousal - $1,100

Source: Social Security Administration (www.ssa.gov).


Presenter
Presentation Notes
Let’s take a look at a sample married couple, Jordan and Alex.  Jordan worked and his Primary Insurance Amount is $2,200.  Alex did not work, therefore did not pay into social security for at least ten years and therefore has a PIA of $0. 

There are four key things to make sure you know about Spousal Benefits:

First, a spousal benefit is equal to 50% of their partner’s Primary Insurance Amount (PIA) once they themselves reach their Full Retirement Age (FRA).

Because Jordan has a PIA of $2,200, once Alex reaches her FRA of 66, the spousal benefit is equal to half of that or $1,100.

So, at FRA, Jordan could get a check for $2,200 every month and Alex could receive $1,100 a month.



Spousal benefits amount

Jordan Alex
PIA: $2,200 PIA: $0
50% x $2,200
$1,100
Age 62 FRA Age 70

Jordan Collect - $1,650

Alex Collect Spousal - $1,100

Source: Social Security Administration (www.ssa.gov).


Presenter
Presentation Notes
It is important to make sure that you understand that it is 50% of the PIA, not 50% of the benefit being collected.

If Jordan collects his benefit early at age 62 and locks in a lower benefit for himself, as long as Alex waits until FRA, she can still receive the full $1,100.


Spousal benefits reduction

Maximum spousal benefit amount

120%

100% 100% 100% 100% 100%

l OOO/ 0 20/0
83%
80% 75%
70%
65%

60%
40%0
20%

0%

-5Years -4Years -3Years -2Years -1Year FRA +1 Year +2Years +3Years +4Years

Years Collected From FRA

Percentage of FRA Spousal Benefits

Source: Social Security Administration (www.ssa.gov).


Presenter
Presentation Notes
The second key thing to know about a Spousal Benefit is that:
WHEN Alex collects her spousal benefit can impact the total she takes home. If she collects spousal benefits before FRA, her spousal benefits will be reduced (please note that collecting five years early results in a 35% lower benefit). On the other hand, she is not rewarded for waiting beyond FRA. Spousal benefits do not receive delayed retirement credits, so there’s no incentive to wait to collect a spousal benefit beyond full retirement age.



Spousal benefits eligibility

Jordan Alex
PlA: $2,200 PIA: $0
Age 62 FRA Age 70
Jordan Collect - $2,904
Individual benefit
increased 32%
Alex Collect Spousal - $1,100
Spousal benefit I

not increased

Source: Social Security Administration (www.ssa.gov).


Presenter
Presentation Notes
Third, Jordan must file for his benefit in order for Alex to be eligible to collect a spousal benefit.

So if they are both the same age and Jordan waits until 70 to file and collect, Alex must wait until 70 to collect the spousal benefit.

Keep in mind, Alex is still only collecting 50% of Jordan’s FRA benefit not 50% of what he is currently collecting. Again, spousal benefits do not increase past FRA. 



Suspending benefits still option with new consequences

Jordan Alex
PlA: $2,200 PlA: $0
Age 62 FRA Age 70

Suspended*

(no benefits, 8% annual increase)

Jordan Collect - $1,650 Collect - $2,178

Individual benefit
increased 32%

Individual benefit
reduced 25%

Alex | Collect Spousal - $770 Spousal turned off* Collect Spousal - $770

Spousal benefit Spousal benefit I
reduced 30% not increased

Source: Social Security Administration (www.ssa.gov). *If request to suspend is made after April 30,2016.


Presenter
Presentation Notes
With recent legislation, voluntary suspension requested after April 30th, 2016 has new consequences:
During suspension, any spousal or dependent child benefit will also be turned off. The filer must begin collecting benefits again in order for others to be eligible to collect off of their record. 
The option to request retroactive payments of those suspended benefits will not be available.
The filer won’t be able to claim any other benefit while their benefit is suspended.

These changes render the “file & suspend” strategy mute if the suspension is requested after April 30th, 2016.  

You may still choose to take advantage of voluntary suspension.  If you elect to collect benefits early but then, at or after FRA, decide you would rather earn the raise instead of receiving a monthly SS check (for example, collected at 62 to cover health insurance premiums, but once enrolled in Medicare the extra income isn’t needed), you have the option to suspend collection of benefits.

When Jordan files and collects reduced benefits at age 62, he enables Alex to collect spousal benefits at age 62 as well.  If Jordan requests voluntary suspension after April 30th, 2016, Alex or any minor dependent children will not be eligible for spousal or dependent benefits.  At age 70 when he reinstates his benefits, Alex and or dependent children are once again able to collect spousal and dependent benefits. 


Adding spousal benefits to individual benefits

Jordan Alex
PlA: $2,200 PIA: $600

$1,200

$1.100

$1,000 Spousal
$308

Spousal

$800 $500 4.
_30%°

e B=

Age 62 Age 66 (FRA) Age 70

V.S
$800 300

Spousal
$600 $350

$400

$200

Source: Social Security Administration (www.ssa.gov).



Presenter
Presentation Notes
What if Alex is entitled to an individual benefit, say $600.  Well the fourth to know about spousal benefits is that you don’t get to add a spousal benefit to and individual benefit.  They are actually netted against one another.

If Alex collected her own benefits at FRA, she would receive $600. If she collected at age 62, that would be reduced by 25% to $450. If she waited until age 70, the $600 would increase by 32% to $792.

Now if we add spousal benefits to the mix, it becomes a little more complicated. Alex’s spousal benefits at their core are worth $1,100. That means if she collects her spousal benefits at FRA along with her own, she’ll add an additional $500 of spousal benefits to her own $600 for a total of $1,100. If she takes spousal at age 62, her $500 will be reduced by 30% to $350 for a benefit total of $800. On the other hand, if she waits until age 70 for both benefits, her spousal benefit will only be enough to get her to $1,100 (her maximum spousal benefit). In this case, she would add $308 to her own $792.

So to recap:
Spousal Benefits are equal to 50% of partner’s PIA
They don’t get any bigger if you wait past FRA
Partner must have filed for individual benefits (and not requested suspension after April 2016).
Individual benefits and Spousal benefits are netted against one another



Spousal benefits eligibility

Jordan Alex
PlA: $2,200 PlA: $2,500
Age 62 FRA Age 70

Jordan Collect Individual Benefits - $2,200

Alex Collect Individual Benefits - $2,500

Source: Social Security Administration (www.ssa.gov).


Presenter
Presentation Notes
In the previous example, the couple had a higher earner and a much lower earner….what happens if both spouses have relatively similar benefits at FRA? Remember, an individual is only eligible for either their own benefit or 50% of their spouses benefit (whichever is higher) not both. Therefore, neither will be eligible for spousal benefits. They will only be eligible for their individual benefits since both of their benefits exceed 50% of their spouses PIA. 


Survivor benefits

Women Are Collecting Their Jordan Alex
Husband'’s Benefits PIA: $2,200 PIA: $600
Husband's
Benefits

Only

20%
Jordan’s Benefits Survivor
(63, 6 months) — 5 Benefits
$1,833 $1,833

Own and
Husband's Own Jordan’s Benefits Survivor
Benefits Benefits (70) ——> Benefits
25%
Only $2,904 $2,904
55%

Source: Social Security Administration’s Annual statistical supplement, 2020. Assumes full retirement age of 66 and primary insurance amount of $2,200.


Presenter
Presentation Notes
Now let’s talk about survivor benefits and why they’re an important part of the decision. Approximately half of all the woman collecting benefits today are collecting benefits all or in part based on their husband's work history. So the decisions Jordan makes will likely impact Alex’s benefits even after he’s gone. 

Unlike spousal benefits, survivor benefits are tied directly to Jordan’s collection decision. That means if he collects at age 62, he leaves Alex with significantly lower survivor benefits than if he collects at age 70.

Typically a survivor is eligible for either 82.5% of the spouse’s FRA benefit or 100% of whatever they were collecting at death, whichever is higher. Therefore, whatever they were collecting at death directly impacts what you could receive for the rest of your life. 



Source:
Table 5.A15



Collection strategies



Presenter
Presentation Notes
Let’s discuss how to use these rules to create the best collection strategy.



Married couple collecting at age 62

Jordan Alex
YOB: 1955 YOB: 1955
PIA: $2,200 PIA: $600
Lives through age 75 Lives through age 84
Age 62 66 (FRA) 70 74

Jordan Collect Individual Benefits - $1,650

Collect Individual Benefits - $450

Alex
Collect Adjusted Spousal Benefits - $350

Jordan’s Benefits  Alex’s Benefits Spousal Benefits  Survivor Benefits Total

$277,200 $75,600 $58,800 $196,020 $607,620


Presenter
Presentation Notes
Assuming the couple needs the income, they both file at the age of 62. Jordan files for a reduced benefit of $1,650/mon. Alex files for her reduced individual and spousal benefit to receive a total of $800/mon. When Jordan passes away, Alex files for survivor benefits off of Jordan. In total they receive a little over $607,000. 


Married couple collecting at age 66 (FRA)

Jordan Alex
YOB: 1955 YOB: 1955
PIA: $2,200 PIA: $600
Lives through age 75 Lives through age 84
Age 62 66 (FRA) 70 74

Jordan Collect Individual Benefits - $2,200

Collect Individual Benefits - $600

Alex
Collect Adjusted Spousal Benefits - $500
I I
Both Age 62 Both FRA
$607,620 $633,600


Presenter
Presentation Notes
Had they both deferred until FRA, Jordan would receive his own monthly benefits of $2,200. Alex would receive her own monthly benefits of $600. She would receive an additional $500 as spousal benefits. When Jordan passes away, Alex would be eligible to receive $2,200 as survivor benefits.

Even though they received benefits for a shorter period of time, because they received higher amounts, they actually received $633,600 back.


Married couple collecting at age 70

Jordan Alex
YOB: 1955 YOB: 1955
PIA: $2,200 PIA: $600
Lives through age 75 Lives through age 84
Age 62 66 (FRA) 70 74
Jordan Collect - $2,904
Collect - $792
Alex
Collect Spousal - $308
I

Both Age 62 Both FRA Both Age 70

$607,620 $633,600 $601,920


Presenter
Presentation Notes
Had they deferred until age 70, they would have only received $601,920. This is a risk a lot of individuals are not willing to take. When individuals don’t have the longevity, deferring to age 70 may not always be in your best interest. That is why we would suggest considering strategies that provide the greatest amount of benefits and flexibility regardless of the duration of retirement.


Married couple with large difference in benefits

Jordan Alex
YOB: 1955 YOB: 1955
PIA: $2,200 PIA: $600
Lives through age 75 Lives through age 84
Age 62 66 (FRA) 70 74

Jordan Collect - $2,904

Collect Individual Benefits - $450

Alex
Collect Spousal - $500

Both Age 62 Both FRA Both Age 70 Strategy
$607,620 $633,600 $601,920 $634,320


Presenter
Presentation Notes
What if the lower earner, in this case Alex, started collecting at 62, but Jordan deferred until 70. Since Jordan has not filed when Alex begins collecting, the only benefit Alex would receive at age 62, would be her own.  So Alex begins collecting a reduced benefit of $450 at 62, and then at age 70, once Jordan begins collecting his benefit of $2,904, Alex can begin receiving an additional $500 as a spousal benefit. This results in Alex receiving $450 a month from 62 to 70 and then $950 a month after that.  Because Jordan waited until 70, when he predeceases her, Alex receives $2,904 a month as a survivor benefit.  At the end of the day they collect $634,320 from SS. 




Married couple with large difference in benefits

Jordan Alex
YOB: 1955 YOB: 1955
PIA: $2,200 PIA: $600
Lives through age 85 Lives through age 92
Age 62 66 (FRA) 70 74

Jordan Collect - $2,904

Collect Individual Benefits - $450

Alex
Collect Spousal - $500

Both Age 62 Both FRA Both Age 70 Strategy
$858,060 $976,800 $1,012,704 $1,027,104


Presenter
Presentation Notes
Now we add longevity to the equation. Jordan lives to 85 and Alex to 92. The strategy approach still provides the greatest amount of benefits. Will this always be the case? No. It all depends on the numbers. The higher the lower earner’s numbers are, when longevity is present, the more advantageous it becomes to have both defer to 70.




Restricted application available if born 1953 or earlier

Jordan Alex
YOB: 1953 YOB: 1957
PIA: $2,200 PIA: $2,000
Lives through age 85 Lives through age 92
66 (FRA) 70

Jordan | Collect Spousal - $1,000 Collect - $2,904

Age 62 66 (FRA) 70

Alex Collect Individual Benefits - $1,500

Both Age 62 Both FRA Both Age 70 Strategy
$1,074,780 $1,202,400 $1,321,056 $1,348,896


Presenter
Presentation Notes
Another option to consider is called the Restricted Application and it can be beneficial when the lower earner’s PIA is larger than the spousal benefit.  This strategy was impacted by the legislative changes in November of 2015.  Now it only works for people born on or prior to January 1st, 1954.

Alex collects her individual benefit at 62.  By collecting, she makes Jordan eligible for a spousal benefit.  Because he was born in 1953, he is eligible to file a restricted application to only claim the spousal benefit at his FRA.  He leaves his own benefit untouched and at 70 collects his individual benefit which has grown by 32%.


Widow with significant individual benefits

Chris
PIA: $2,200
Survivor: $2,500
Lives through age 92

Age 60 62 66 (FRA) 70 74

Collect Survivor Benefits - $1,788 Collect - $2,904

Age 62 FRA Age 70 Strategy
$753,300 $810,000 $801,504 $1,016,004


Presenter
Presentation Notes
Another time to potentially switch between benefits is when you are a widow(er) and entitled to survivor benefits and has a good size benefits of her own as well. Chris might compare her own benefits to her survivor and just collect the highest, but the best way to maximize her benefits would be to start collecting one and then switch to the other. She could file for survivor benefits at 60 and received reduced benefits and then allow her own to grow all the way up to age 70 and switch her own benefits of $2,904. 

Using this strategy could boost her lifetime income by around $200,000!


Widow with lower individual benefits

Chris
PIA: $1,000
Survivor: $2,500
Lives through age 92

Age 60 62 66 (FRA) 70 74

Collect - $750 Collect Survivor Benefits - $2,500

Age 62 FRA Age 70 Strategy
$753,300 $810,000 $690,000 $846,000


Presenter
Presentation Notes
This strategy works the other way around as well. Should Chris’s survivor benefit exceed his individual benefit (even at age 70), he could file for his reduced individual benefit at age 62 and then file for his full survivor benefit at his FRA. Keep in mind, survivor benefits just like spousal benefits never increase past FRA. Therefore, if your survivor benefit will always be more than you individual benefit you should never wait past FRA to file for those benefits. 


Additional beneficiaries

You or Your Retirement Age Spouse,

Collecting Benefits

Your Unmarried Child
50% of your PIA*
(75% of your PIA as a survivor*)

Your Younger Spouse
50% of your PIA*

* Under age 18 (19 if in high school) « Caring for your child who is under age 16

* Any age if disabled before age 22 or disabled before age 22

*Subject to family maximum.

Source: Social Security Administration (www.ssa.gov).


Presenter
Presentation Notes
In addition to you and your retirement age spouse, your unmarried child can collect benefits when you collect benefits. A younger spouse, who has not yet attained retirement age, could collect benefits at this point if he or she is caring for your child under age 16.


Additional beneficiaries - Divorced spouse

Spousal Benefits Survivor Benefits

* Married to ex-spouse for 10+ years * Married to ex-spouse for 10+ years
* Unmarried « Unmarried or married after age 60
* Both are at least age 62 * At least age 60

* Divorced for at least 2 years*

*2 years does not apply if the individual was eligible for spousal benefits at the time of divorce.

Source: Social Security Administration (www.ssa.gov).


Presenter
Presentation Notes
If you have been married for at least 10 years. Are currently unmarried and both you and your ex-spouse are at least age 62, you may be eligible for spousal benefits under the same rules as we discussed earlier. If your ex-spouse has passed away and you are unmarried (or your current marriage started after age 60) and at least age 60, you may be eligible for survivor benefits.





Taxation of Social Security benefits

Provisional Income =

/2 Social Security Benefits + Modified Adjusted Gross Income

Married,
Single Filing Jointly
$0 $0
0% of Benefits are Taxable
$25,000 $32,000
0-50% of Benefits are Taxable
$34,000 $44,000

7-85% of Benefits are Taxable

Source: Social Security Administration (www.ssa.gov).


Presenter
Presentation Notes
You may have to pay taxes on your Social Security retirement benefits. If your provisional income (1/2 SS benefits + MAGI) is below $25,000 if you’re single or $32,000 if you’re married, your benefits are tax-free. If it’s above these amounts but below $34,000 if you’re single or $44,000 if you’re married, your benefits could be taxable anywhere between 0% and 50%. If it’s above $34,000 if you’re single or $44,000 if you’re married, your benefits could be taxable anywhere between 7% and 85%. 

If any of your benefits are taxable, you add that amount onto your taxable income for the year and are taxed at your appropriate marginal income tax rate.



Download your statement at
WWW.SSa.goV.

Meet with your financial

NeXt Steps professional to review a

personalized analysis.

Incorporate collection into your
retirement plan.
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http://www.ssa.gov/

How to file for
benefits

1. Online: Preferred method. Go to
www.ssa.gov. Click on “benefits”
then “retirement” then “apply for
retirement benefits.”

2. In Person: Call Social Security
at 1-800-772-1213 and schedule
an appointment for an in office
interview to file for benefits.

3. Via Phone: Call Social Security
at 1-800-772-1213 and schedule
an appointment for a telephone
interview to file for benefits.
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Important Notes

This material is provided for educational purposes only and does not constitute investment advice. The information contained herein is based
on current tax laws, which may change in the future. BlackRock cannot be held responsible for any direct or incidental loss resulting from
applying any of the information provided in this publication or from any other source mentioned. The information provided in these materials
does not constitute any legal, tax or accounting advice. Please consult with a qualified professional for this type of advice.

© 2020 BlackRock, Inc. All rights reserved. BLACKROCK is a trademark of BlackRock, Inc. or its subsidiaries in the United States
and elsewhere. All other trademarks are those of their respective owners.

NOT FDIC INSURED | MAY LOSE VALUE | NO BANK GUARANTEE

Prepared by BlackRock Investments, LLC, member FINRA. This material is provided for educational purposes only. BlackRock is not
affiliated with any third party distributing this material.
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