Don’t Make These

Top 3 Mistakes Advisors
are Making with Social
Security Advice

Bill Meyer, Founder and CEO

4 SSANALYZER

& powered by soc@l security sofitions



FINANCIAL ABVISOD

ACCOUNTING
FOR SUCCESS

Accountancy and financial planning make strange bedfellows,
but Plante Moran has managed to seam it into one fabric.

Ieolandic MBchhihers And Advice | DIY Marketing | Flued lacome Maybock

fa-mag.com

Presented by

UMBRELLA

NORTHERN TRUST PROACTIVELY
HELPS CLIENTS PROTECTTHEIR

FAMILIES, ESTATES, BUSINESSES =
AND LEGACIES™

GEFUNDS

pw-mag.com

S vt s 13 At it et

EIF

ADVISOR

CR TE

OWN ETF

With some third-party help, it's
possible to turn your investing
idea into an ETF.

etf-mag.com




The information In this presentation is for advisor use only.
Information is provided for educational purposes only, and
although reasonable efforts were made to ensure the accuracy
of the information, no guarantees can be made.

Our Social Security recommendations are based on the current
promises of the Social Security Administration. Congress has
the right to change these promises at any time. Social Security
Solutions, Inc. Is not affiliated with or endorsed by the Social
Security Administration.
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Why Clients Need SS Advice

. . About $100,000
Cllents CIaIm early and |eave Averaogl:ams;untofSocial “;
Securit}{ benefits left on !he'table 18 Years
moneyei e e o e oy oo, [
c enefits earl who've not saved enough. average retirement.”

. ’
Clients haven’t saved enough ® 0000000 O guuof Americans

for retirement haven’t saved enough
for retirement.-

A smart Social Security strategy $170.,482

= | $172,000 For the couple with PIAs of $2,000
m a ke S a b Ig d Iffe re n Ce Median savings TOTAL and Z}ﬁ‘:’:::r?::zz’lz':::“w

for sixty-somethings.™* difference — between starting
benefits early and using a
smart strategy.

The rules of Social Security are
complicated

$9,556

Annual income generated over the 18 years of retirement
from a median savings of $172,000 — yep, that’s annual,
not monthly.

You can “get more” for your
clients ) $52,920

Additional annual income provided by Social Security
benefits for an average, dual-earning couple with PlAs of
$2,000 and $1,500.

Up to 10 years

Additional portfolio longevity that’s possible by coordinating
Social Security with a tax-efficient spend-down strategy. For
your clients in the 80% above, more money matters.

¢ SSANALYZER
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BELIEVING SS IS
SIMPLE

MISTAKE #1



Social Security Simple? NOT!

e Still up to 10,000 combinations of ways to claim
benefits.

* The rule changes in 2015 didn’t simplify anything
about Social Security planning.

 The quality of the advice you give matters
substantially.

 Coordination — Social Security Is the foundation to
a retirement income plan adding longevity and
Impacting withdrawal strategy

7 4 SSANALYZER ©Social Security Solutions, Inc. All rights reserved. Social Security Solutions, Inc.
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A Few Reasons It’s Complicated

 Old rules VS new rules create multiple couples that
fall across groups

« Many household types create claiming complexity
* FRA Is a moving target beginning in 2017

* Part-time work I1s more popular yet creates
additional complexity with claiming

7 4 SSANALYZER ©Social Security Solutions, Inc. All rights reserved. Social Security Solutions, Inc.
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Old Rules + New Rules

* New rules created 3 distinct groups:
1. Born on or before May 1, 1950
2. Born on or before January 1, 1954
3. Born on or after January 2, 1954

* Client couples will often straddle across groups
creating confusion on how to apply the appropriate
rules.

* Will continue another 6 years!

Qﬁ SSANALYZER ©SoFlaI Secur.’l.ty Solut.lons, Inc. All rights reserve.d. SouaI-SecurltY S.olutl.ons, Inc.
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Case 1:
Spouses in Different Groups

Bill: Group 2 Sue: Group 3

FRA: 66 FRA: 66 and 8 months
DOB: Jan 2, 1953 DOB: Jan 3, 1958

PIA of $2,600 PIA of $1,200

Life exp: 87 Life exp: 87

Across groups with different rules
FRAs are different

One spouse is 5 years older
Substantial difference in PIA

How do you create a smart strategy with these variables?

(2 SSANALYZER © Social Security Solutions, Inc. All rights reserved. Social Security Solutions, Inc.
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Household Types

* Married
At\srtnart _Socia%l_Sgcurit)é , - Single
Strategy IS not Inaepenaen . Di N The common ones
of other variables. -

*  Widowed

 Minor childreﬁ at retirement
For many households, there

are variables that Change the ° Disability before retirement
optimal strategy for + Adult disabled children

CO”eCtmg benefits. » Multiple marriages/divorces

» Non-covered pension

It’s not enough to only be - Foreign pensions
able to give advice on the

“common’ household types « Still working/working part-time
« Want to retire early

* One member of couple has already started benefits

* Railroad benefits

{_g SANALYZER » High net worth vs. mass affluent

e
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FRA 1s a Moving Target

* FRA for retirement and spousal benefits is
changing:
 Those turning 62 in 2017 have an FRA other than 66.

* FRA Increases by 2 months for each birth year from
1955 through 1959.

e For those born 1960 or later, FRA is 67.

* FRA for widow’s benefits Is different than FRA for
retirement and spousal benefits for some years.

e For those born Jan. 2, 1957 or later, FRA for widows is
NOT 66.

7 4 SSANALYZER ©Social Security Solutions, Inc. All rights reserved. Social Security Solutions, Inc.
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Part-time Work

 According to a 2015 Federal Reserve study, 27% of retirees
plan to continue working as long as possible.

 Misinterpretations about the earnings test are common.

« Benefits withheld not lost forever; benefit is recalculated at
FRA.

* If iIncome exceeds one of the 35 years used to determine the
PIA, then the PIA will increase.

Qﬁ SANALYZER ©Social Security Solutions, Inc. All rights reserved. Social Security Solutions, Inc.
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Case 2:

Part-time Work

Steve is 62 with a PIA of $2,613. He is ready to semi-retire, and his
employer offers a program where he can work part-time for a few years. He
will earn about $21,000 annually.

Monthly Benefit Total Before Earnings Total After
(COLA Adjusted) Earnings and Taxes Reductions Earnings and Taxes

8.144 8.144 | | Before FRA, $1
withheld of every

24,431 8,144 | | $2 over

24,431 6,108 || $1 withheld for
every $3 earned
24,431 6.108 || over

26,467

After FRA,
earnings test
26,652 does not apply

26,652

SSANALYZER ©Social Security Solutions, Inc. All rights reserved. Social Security Solutions, Inc.
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Part-time Work

 Benefits are adjusted at FRA

» From FRA until death, Steve will receive about $43,000 more
In benefits from his higher monthly payment

Age Monthly Benefit Total Before Earnings Total After
(at end of year) (COLA Adjusted) Earnings and Taxes Reductions Earnings and Taxes

62 yrs and 10 mnths 8,144 8,144
63 yrs and 10 mnths 24,431 8,144
64 yrs and 10 mnths 24,431 6,108
65 yrs and 10 mnths 24,431 6,108
66 yrs and 10 mnths 26,467
67 yrs and 10 mnths 26,652

68 yrs and 10 mnths 26,652

SSANALYZER ©Social Security Solutions, Inc. All rights reserved. Social Security Solutions, Inc.
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NOT FOCUSING ON
ADVICE QUALITY

MISTAKE #2



It’s Advice, Not Interpretation

* Yes, SS has thousands of rules...
 But clients really don’t want to hear about rules
e Clients want real, actionable advice about what to do

* Clients want to see the trade-offs between different
ways to claim benefits

 Advisors must provide STRATEGIES — and coach
clients on how thelir strategy impacts their overall
retirement income plan

7 4 SSANALYZER ©Social Security Solutions, Inc. All rights reserved. Social Security Solutions, Inc.
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Quality Advice Includes

« Showing clients/prospects the tradeoffs between
options

* Looking for ways to add value
 Using a high level of detalil in planning

 Mitigating an early claim with voluntary suspension or a
re-do

 Tax torpedo implications
 Claiming with a terminal illness

« Managing less common scenarios such as minor children
and foreign pensions

7 4 SSANALYZER ©Social Security Solutions, Inc. All rights reserved. Social Security Solutions, Inc.
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Level of Detail Required

* Baby boomers know more about Social Security

* They are expecting a level of detail in planning that most
tools don’t have

* |t’s no longer about a Social Security strategy, it’s about
creating income by coordinating all of the client’s resources

Their Our optimal strategy
recommendation moved the needle to
means 61% success 86% success
@ SSANALYZER ©Social Security Solutions, Inc. All rights reserved. Social Security Solutions, Inc.
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Case 3:

Redo Strategy

Tom: Group 2 Lois: Group 3

FRA: 66 FRA: 66 and 4 months
Dec 2, 1953 Jan 2, 1956

PIA of $2,600 PIA of S800

Life exp: 75 Life exp: 92

Due to his short life expectancy, Tom began retirement benefits of $1,950 at 62.

Our Redo Strategy:
Withdraw Tom’s application and repay prior benefits. At 62, Lois files for own
benefits of $587. At 66, Tom files a restricted application for spousal benefits of

S400. At 70, Tom switches to his retirement benefits of $3,432 and Lois add spousal
benefits of S500 for total benefits of $S1,087.

Strategy Early: Tom continues his retirement benefits of $1,950 and Lois begins her

retirement and spousal benefits at age 62 of $928. After Tom dies, Lois gets survivor
benefits of $2,145.

(2 SSANALYZER © Social Security Solutions, Inc. All rights reserved. Social Security Solutions, Inc.
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Strategies Primary

Prim Earl
Cliant Age Spouse Age -y y
(at end of year) {at and of year) Cliant Spouse Client Spouse Difference
63 yrs &0 yrs and 11 mnths 1.950 -25,350
B yrs &1 yrs and 11 mnths 1.550

65 yrs 62 yrs and 11 mnths 1.950 - Th |S Redo Strategy

&6 yrs &3 yrs and 11 mnths 1.950

T 1980 . gets Tom and Lois an
68 yrs 65 yrs and 11 mnths 1,950 148,747 additional SZOO 893 in
BY yrs b5 yrs and 11 mnths 1.950 - 4 . . .

) cumulative lifetime
70 yrs &7 yrs and 11 mnths 1.950 190 i

68 yrs and 11 mnths 1,087 1.950 . beneﬂts

89 yrs and 11 mnths [ 1.8950

T0 yrs and 11 mnths 1,087 1.950

Additionally, Lois’s

T1 yrs and 11 minths ] 1.950

72 yrs and 11 mnths 1950 82,54 survivor benefit is

T3 yrs and 11 mnths

$1,287 more every
74 yrs and 11 mnths f 1
75 yrs and 11 meths 432 month for the rest of
76 yra and 11 mntha 14 30, her ||fe
77 yrs and 11 mnths
T8 yrs and 11 mnths
789 yrs and 11 mnths

B0 yrs and 11 mnths

93 yrs 20 yrs and 11 mnths
84 yrs 91 yrs and 11 mnths

54 yrs and 2 mnihs 92 yrs and 1 mnths

SSANALYZER © Social Security Solutions, Inc. All rights reserved. Social Security Solutions, Inc.
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MISSING THE
OPPORTUNITY FOR
COORDINATION

MISTAKE #3



Coordination of
Social Security with Portfolio

* The next phase of retirement income planning
Involves making assets last longer

* You can find our research in Journal of Financial
Planning and Financial Analyst Journal

By coordinating Social Security with the portfolio
you can extend the spend-down by as long as 10
years!

« By combining coordination with tax-efficiency you
can add more years to the spend-down

7 4 SSANALYZER ©Social Security Solutions, Inc. All rights reserved. Social Security Solutions, Inc.
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Coordination

 The next step In retirement income planning

 Refers to carefully combining an optimal Social
Security claiming strategy with a tax-efficient
withdrawal strategy to extend the life of the
portfolio.

: 401K COORDINATE ,’r‘ p_ ,_ﬂ =
M SAVINGS ] C1l =
PP o500 WITHDRAWAL N
STRATEGY S MORE!
IRA o NORE!

& SSANALYZER ©Social Security Solutions, Inc. All rights reserved. Social Security Solutions, Inc.
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Does our research still apply?

What is the impact of new SS rules on portfolio longevity?

Journal of Financial Planning - 2012
How Social Security Strategy Impacts Portfolio Longevity

Household Assets

$800,000
$700,000
$600,000
$500,000
$400,000
$300,000
$200,000
$100,000
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N A A AT AAITINTNATNTNANAANITNANNTNTNNNANNNNTNNNANNANAANNACNANANANASA

Begin at 62 Begin at 66 e==Begin at 70
& © Social Security Solutions, Inc. All rights reserved. Social Security Solutions, Inc.
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How SS Strategy Adds to Portfolio Longevity

2 key lessons: SS and withdrawal strategies impact portfolio longevity

e

Summary “Take Aways:”

1. Optimal SS claiming strategy — adds
5 years and $641,350.

2. Tax-efficient withdrawal strategy —
adds 3 years And $193,178.

3. Together they add 8 years and
$834,528.

¥
,y' SSANALYZER © Social Security Solutions, Inc. All rights reserved. Social Security Solutions, Inc.
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Get More Zone

e —— e ——

You can
illustrate for "GET MORE" ZONE
clients how
they can have
more in
retirement...

coordinating
Social Security
with how and
when they tap
accounts.

¢ SSANALYZER
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Taxation of Social Security Benefits

For most single taxpayers, taxable portion of SS benefits is:

< $25,000 $0
$25,000 to $34,000 $0.50 for each dollar in this range

> $34,000 + an additional $0.85 for each dollar above $34k
until 85% of SS benefits are taxed

Provisional Income = Adjusted Gross Income (excluding taxable
SS benefits) + tax-exempt interest + 0.5*SS benefits.

Threshold income levels for couples: $32,000 and $44,000.

@ SSANALYZER ©Social Security Solutions, Inc. All rights reserved. Social Security Solutions, Inc.
' powered by social security solutions is not affiliated with or endorsed by the Social Security Administration.
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Figure 1. Graph of Marginal Tax Rates (that is, the Tax Torpedo)

Tax Torpedo
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Other Income

Tax bracket 0% 10% 10% 15% 15% 25% 25%
SS tax/per S SO S0 $0.50 $0.50 $0.85  $0.85

Marginal Tax Rate 0% 10% 15% 22.5%  27.75% 46.25%
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Avoiding the Torpedo —
Income Solver Example

Jake Jane
Born Dec 2, 1951 Dec 23, 1951
PIA $2,700%$1,000
Life Exp 4 95

 Financial Portfolio: $1,000,000 in TDA and $200,000 in
taxable account (cost basis $200K)

* Spending $8,400/mo ($100,800/yr) in real terms
beglnnmg January 2018, survwor 0%

 Inflation 1.7%, asset allocation: 60% stocks, 35% bonds,
5% cash

. C?se run in August 2017. Total Value used 1.7% discount
rate

¢é> SSANALYZER ©Social Security Solutions, Inc. All rights reserved. Social Security Solutions, Inc
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Strategy Portfolio Total Value Remainder in
longevity portfolio

CW SS at 70 25 years $2,496,771 Ran out

CW SS at FRA 27 years S2,572,667

CW SS Primary 27 years $2,632,139 Ran out

Good Strategy 29 years S2,694,675 $8,121

& SSANALYZER ©Social Security Solutions, Inc. All rights reserved. Social Security Solutions, Inc.
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Primary SS Claiming Strategy

« Jane begins benefits based on her earnings record in the
estimated amount of $983 in September 2017 at age 65
and 9 months.

« Jake files a restricted application for spousal benefits
only in the estimated amount of $500 in December 2017
at his FRA or 66.

« Jake switches to benefits based on his earnings record Iin
the e7s(§|mated amount of $3,812 in December 2021 at
age 70.

« Jane adds spousal benefits in December 2021 for a total
estimated amount of $1,426 at age 70.

* |In December 2025 Jane switches to survivor benefits in
the estimated amount of $4,078.

7 4 SSANALYZER ©Social Security Solutions, Inc. All rights reserved. Social Security Solutions, Inc.
B a orn . a q oo 9
A e S is not affiliated with or endorsed by the Social Securi ty Administration.



CWat 70

In the CW SS at 70 Strategy, Jake files for his Social Security
benefits of $3,564 _ﬁbefore OLA adjustments) in December
2021, while Jane files for spousal benefits in this same month and
receives half of his PIA ($1,350 before COLA ad{_ustments).
Since they receive no Social Security benefits until age 70, they
must withdraw a little over $100,000 in 2018 and 2019 from their
taxable account to meet their spending needs. At the end of 2019,
their taxable account is essentially exhausted. They are in the 0%
tax bracket in 2018 and 2019; that is, their Adjusted Gross
Income is less than the sum of their personal exemptions plus
standard deduction. Beginning in 2020 and until Jake dies, this
couple is either in the top end of the 15% tax bracket or low end
of the 25% bracket. Shortly after Jane begins flllngl_as a single in
2026, she Is In the 28% tax bracket until the portfolio runs out.
Their financial portfolio lasts 25 years, but Jane cannot meet her
planned spending needs in her last four years.

7 4 SSANALYZER ©Social Security Solutions, Inc. All rights reserved. Social Security Solutions, Inc.
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CW at FRA

In the CW SS at FRA Strategy, from 2018 through 2021
they receive, on average, about $50,000 in Social Security
benefits. So, they only need to withdraw about $55,000,
on average, In these years to meet their spending needs
and their tax bill. Their taxable account is exhausted by
the end of 2021. In 2018 through 2021, they file as a
couple and are in the 0% tax bracket. This couple is
generally in the low end of the 25% tax bracket until Jake
dies in 2025, after which Jane quickly moves into the
28% tax bracket and remains there until the portfolio runs
out after 2044. Their financial portfolio lasts 27 years, but
Jane cannot meet her planned spending needs in her last
two years.

7 4 SSANALYZER ©Social Security Solutions, Inc. All rights reserved. Social Security Solutions, Inc.
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CW SS Primary

In the CW SS Primary Strategy, the story Is essentially
the same as with the CW SS at 70 Strategy. The couple is
In the 0% tax bracket in 2018 and 2019. They are at the
top end of the 15% tax bracket or low end of the 25%
bracket in 2020 through 2025 while both partners are
alive, but Jane is in the 28% tax bracket from 2028 until
the portfolio runs out in 2045. The financial portfolio lasts
27 years, but it cannot meet all of Jane’s needs in her final
two years. Altogether, the primary claiming strategy
compared to the strategy of both claiming Social Security
benefits at 70 added two years of longevity to the
financial portfolio and more than $95,000 of Total Value.

7 4 SSANALYZER ©Social Security Solutions, Inc. All rights reserved. Social Security Solutions, Inc.
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Good Strategy

» The Good Strateﬁy uses the primary claiming strategy. In
2018-2020, it calls for CW withdrawal strategy but using
Roth conversions to top of 15% tax bracket. Beginning In
2021, it calls for withdrawing sufficient funds from TDA
to fill 15% tax bracket, but otherwise following the
conventional wisdom.

 This withdrawal strate%y adds value primariI%/ two ways.
First, it converts $184,317 from TDAs to Roths in 2018
through 2020 to fill the 15% bracket. Second, from 2026
(Jane’s first year to file as a single) until 2033,
withdrawals from the Roth allowed Jane to pay taxes on
less than 85% of Social Security benefits.

* This WD strategy adds 2 years of Iongevit){1 compared to
I(_Z])/\{_SS Primary. The portfolio lasts through Jane’s
Ifetime.

7 4 SSANALYZER ©Social Security Solutions, Inc. All rights reserved. Social Security Solutions, Inc.
B a orn . a q oo a
A e S is not affiliated with or endorsed by the Social Security Administration.



Good vs CW SS Primary Strategies In
2030, a Representative Year

* In Good Strategy, Jane withdraws $27,257 from her
Roth and $46,149 from her TDA, the latter is $39,697
less than in CW SS Primary Str.

* In Good Str, Jane pays taxes on $7,379 less in Social
Security benefits and half as much in federal income
taxes compared to CW SS Primary Str.

« |f Jane had to withdraw $8,328 more from TDA in
Good Strategy, it would have caused her to pay taxes on
$7,379, [85% of $8,328], more of SS benefits. The
marginal tax rate on this additional $8,328 TDA WD
would have been 46.25%.

7 4 SSANALYZER ©Social Security Solutions, Inc. All rights reserved. Social Security Solutions, Inc.
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Summary of Example

* In summary, the choice of Social Security claiming
strategy added two years of longevity to the financial
portfolio, while the choice of withdrawal strategy
added an additional two years. Altogether,
coordinating the Social Security claiming strategy
and withdrawal strategy added four years of
longevity to the financial portfolio and almost
$200,000 in Total Value.

* The Good Strategy Is not the optimal strategy. One
slightly better strategy is: 2017 Roth15%; 2022
MA10%, 2023 MA15%.

iég SSANALYZER ©Social Security Solutions, Inc. All rights reserve d. Social Security Solutions, Inc.
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Takeaways

e

Social SecuritY IS still complicated — the new rules have made the
answers even less clear.

Clients remain confused and may now be under a different set of rules.

Household ttypes add comple_xitg: married; widowed; receive a pension
from job not covered by Social Security; children; divorced.

Other factors add complexity: taxes, future earnings, already started,
breakeven analysis.

Clients are looking for more retirement income and optimizing Social
Security is critical — software makes it quick and simple.

Coordination — Social Security Is the foundation to a retirement income
plan adding longevity and impacting withdrawal strategy

The quality of your advice matters — and you can’t give quality advice
with inferior tools.

Our software really makes all of this easy!

Qﬁ SANALYZER ©SoFlaI Secur.’l.ty Solut.lons, Inc. All rights reserve.d. SouaI-SecurltY S.olutl.ons, Inc.
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SUbscrlbe » Register for free trial
Wwww.SSAnalyzer.com - calisss-762-752

$ SSANALYZER HOME

Find out why more advisors and the largest insti®
choose us

MORE ADVANCED FEATU
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' ‘powered by social security solutions is not affiliated with or endorsed by the Social Security Administration.

40



Subscribe Now And Choose Your Bundle!

v SSAnalyzer Premier annual subscription with Coordinate feature — 13 months!

v" Plus your choice of one of the bundles below:

¢ One-on-One
onboarding session

® Copy of our SS Quick
Reference Guide

* “SS 101” Webinar
series

B 4

e Whitepaper: Best
Practices in Bridging
from SS to

Retirement Income
e Webinar on
marketing tactics
e Client-facing
Powerpoint
presentation

e Client facing e-book
on how to file

e Webinar: Helping

Clients Navigate the
Filing Process

® One online filing
session with a client

' SSANALYZER ©Social Security Solutions, Inc. All rights reserved. Social Security Solutions, Inc.
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CE CREDITS

This webcast qualified for the following continuing education credits:

CFP Board — 1 hour
INVESTMENTS & WEALTH INSTITUTE™ (previously known as IMCA) — 1 hour

If you would like to receive credit for participating in this webcast, please follow the directions below.

*NOTE: YOU WILL HAVE 10 DAYS TO REPORT COMPLETION OF THIS WEBCAST VIA OUR WEBSITE.
FINANCIAL ADVISOR MAGAZINE WILL THEN REPORT TO THE CFP BOARD AND CIMA ON YOUR BEHALF.
AFTER 10 DAYS THE WEBCAST WILL NO LONGER BE AVAILABLE FOR REPORTING.

1.Visit our website at http://www.fa-mag.com/ce_center.php

2.Select the designation you would like to report the webcast to.

3.1f you have already registered to complete and report CE credits with us, please login using your username and password.
If you are new to our CE Center, please complete a registration form in its entirety.

(Note: You will need to supply your ID# generated from the CFP Board or IMCA.)

4.0nce you are logged in to your CE Center account, SCROLL TO THE BOTTOM OF THE PAGE to find the list of CE exams

and webcasts we offer. (Please read the important information on that page regarding the CE reporting process.)
5.Click on the webcast you are interested in and complete the short questionnaire and print the “Certificate Of Completion”

page for your records.
6.The webcast credit will be reported by Financial Advisor magazine the first week of the new month for the previous month.

Allow 10 business days for the credit to be posted on your account.
If you have any questions regarding CE credit reporting, please email Sherri Scordo at sherri@fa-mag.com

To view the slides and a recording of this webcast please visit:
http://www.fa-mag.com/SocSecSolWebcastNov1

For upcoming webcasts, please visit: http:/www.fa-mag.com/webcasts.html
Please send your questions, comments and feedback to: dawn@fa-mag.com
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