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Investing involves risk including possible loss of principal. Information is currentas of the date of this material.
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Merrill Lynch, Pierce, Fenner& Smith Incorporated (also referredto as “MLPF&S” or “Merrill”) makes available certain investment products  
sponsored, managed, distributed or provided by companies that are affiliates of Bank of America Corporation (“BofA Corp.”). MLPF&S is a  
registered broker-dealer,registered investment adviser,MemberSIPC and a wholly owned subsidiary of BofA Corp. Merrill Lynch Life Agency  
Inc. (“MLLA”) is a licensed insurance agency and a wholly owned subsidiary of BofA Corp.
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brokerage, investmentadvisory (including financial planning) and otherservices. There are important differences between brokerage and  
investment advisory services, includingthe type of advice and assistance provided, the fees charged, and the rights and obligations of the  
parties. It is important to understand the differences, particularly when determining which service or services to select. For more  
information about these services and their differences, speak with your Merrill financial advisor.

Nothing discussed or suggested in these materials should be construed as permission to supersede or circumvent any Bank of America,  
Merrill Lynch, Pierce, Fenner& Smith Incorporatedpolicies, procedures, rules, and guidelines.
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Security Administration at 1-800-772-1213 or www.ssa.gov to determine the benefits that may be available to participants and spouses.
Participants should obtain and speak with an investment professional regarding tax and legal advice based on their particular
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create a conflict of interest to the extent that the broker dealer's financial advisor considers the sponsorship when rendering advice to  
customers.

The views expressed in this presentation are those of MFS and are subject to change at any time. These views should not be relied upon  
as investment advice, as securities recommendations, or as an indication of trading intent on behalf of any other MFS investment  
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MFS Fund Distributors, Inc., Boston, MA

http://www.ssa.gov/


Source:ssa.gov, Sample Statement,2020

“SocialSecurity benefits  
are not intended to be  

your only source of  
income when you retire”

4



Retirement  
Income

Social Security

IRAPension

Financial Assets

403(b)/401(k)

What’s your retirement income picture?

4



Agenda

5

▪ How retirement benefits are calculated

▪ Options for married couples and divorcees

▪ Taxes and your retirementplan



How retirement benefits  
are calculated



Full Retirement Age

Social Security benefits  
are based on your  
Full Retirement Age.

66 years

66 years and two months

66 years and four months

66 years and sixmonths

66 years and eight months

66 years and ten months

67 years

1943-1954

1955

1956

1957

1958

1959

1960+

Year of Birth

Source:Social Security Administration
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Full Retirement Age(FRA)



Retirement benefits
40 quarters to qualify for Social Security retirement benefits; averaged over 35 highest years of earnings

-20%

-13.3%

-6.7%

8%

16%

24%

32%

-25%

62 63 64 65 66 67 68 69 70

Full Retirement Age 66

0%

-30%

Source:Social Security Administration
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-25%
-20%

-13.3%

-6.7%

0%

8%

16%

24%

62 63 64 65 66 67 68 69 70

Full Retirement Age 67



Through year before  
turning Full Retirement Age

In the year
of turning Full RetirementAge

Month you turn Full Retirement  
Age and older

Earnings Limit (2021)
$18,960

($1,580 per month)
$50,520

($4,210 per month)
No restrictions

Amount of Withholding
$1 of benefits withheld for every

$2 of earnings above limit
$1 of benefits withheld for every

$3 of earnings above limit
No restrictions

Source:Social Security Administration

9

▪ Earnings limit looks at wages only. Unearned income (pensions, IRAs, rental income, etc.) does not causeSocial  
Security benefits to be withheld

▪ Earnings limit applies to wages received after starting Social Security

Work and receive benefits
Earnings limit applies to all Social Security benefits (retirement, spousal, survivor, divorce)



Options for married couples and  
divorcees



*Exception:Restricted application may beavailableif you wereborn on orbefore 1/1/1954  
Source: Social Security Administration

32.5%

35.0%

37.5%

41.7%

45.8%

35.0%

37.5%

41.7%

45.8%

50.0%

50.0%

50.0%

Age 62

Age 63

Age 64

Age 65

Age 66

Age 67+

FRA 66 FRA 67

Spousal Percent

Spousal benefits
Earnings test applies to spousal benefits until Full Retirement Age

Availability

• Available even if you did not work

Requirements

• Must be married to current spouse at least one year

• Your spouse must be receiving his or her retirementbenefit

If both spousesworked

11

• Generally receive greater of your retirement or spousal  
benefit*

• Only one spouse at a time can receive a spousal benefit



Jack and Diane

▪ Jack is the higherearner

▪ Diane’s retirement benefits are less than spousal benefits

▪ Jack’sannual Social Security retirement benefits at

• Age 62:$7,500

• Age 66:$10,000

• Age 70:$13,200

For Illustrative purposes only. Based on Full Retirement Age(FRA) of 66. Calculations will vary if your FRA is different. Divorced spousal benefits arecalculatedin thesamemanner.

12

What is Diane's maximum and minimum spousal benefit?

Calculating spousal benefits
Spousalbenefits based on higher earner’s benefit at FRA



Calculating spousal benefit
Jack claims retirement benefit at Full Retirement Age of 66

$10,000

For Illustrative purposes only. Based on Full Retirement Age(FRA) of 66. Calculations will vary if your FRA is different. Divorced spousal benefits arecalculatedin thesamemanner.

13

Jack's benefit at age66 Diane claims spousal at age 66

?



Calculating spousal benefit
Maximum spousal benefit at age 66

$10,000

For Illustrative purposes only. Based on Full Retirement Age(FRA) of 66. Calculations will vary if your FRA is different. Divorced spousal benefits arecalculatedin thesamemanner.

14

$5,000

Jack's retirement benefit at age 66 Diane claims spousal at age 62 Diane claims spousal at age 66

?



Calculating spousal benefit
Minimum spousal benefit at age62

$10,000

For Illustrative purposes only. Based on Full Retirement Age(FRA) of 66. Calculations will vary if your FRA is different. Divorced spousal benefits arecalculatedin thesamemanner.

15

$3,500

$5,000

Jack's retirement benefit at age 66 Diane claims spousal at age 62 Diane claims spousal at age 66



Calculating spousal benefit
If Jack claims at age70

$10,000

For Illustrative purposes only. Based on Full Retirement Age(FRA) of 66. Calculations will vary if your FRA is different. Divorced spousal benefits arecalculatedin thesamemanner.

16

$3,500

$5,000

$13,200

Jack's retirement benefit at age 66 Diane claims spousal at age 62 Diane claims spousal at age 66

??

AGE  

70

AGE  

66



Calculating spousal benefit
Spousal benefit based on Jack‘s benefit at his FullRetirement Age

$10,000

For Illustrative purposes only. Based on Full Retirement Age(FRA) of 66. Calculations will vary if your FRA is different. Divorced spousal benefits arecalculatedin thesamemanner.

17

$3,500

$5,000

$13,200

Jack's retirement benefit at age 66 Diane claims spousal at age 62 Diane claims spousal at age 66

AGE  

70

AGE  

66



Calculating spousal benefit
If Jack claims at age62

$7,500

For Illustrative purposes only. Based on Full Retirement Age(FRA) of 66. Calculations will vary if your FRA is different. Divorced spousal benefits arecalculatedin thesamemanner.
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$10,000

$3,500

$5,000

$13,200

Jack's retirement benefit at age 66 Diane claims spousal at age 62 Diane claims spousal at age 66

AGE  

70

AGE  

66

AGE  

62

? ?



Calculating spousal benefit
Spousal benefit based on Jack‘s benefit at his FullRetirement Age

For Illustrative purposes only. Based on Full Retirement Age(FRA) of 66. Calculations may vary if client's FRA is different. Divorced spousal benefits arecalculated in thesamemanner.

$7,500

20

$10,000

$3,500

$5,000

$13,200

Jack's retirement benefit at age 66 Diane claims spousal at age 62 Diane claims spousal at age 66

AGE  

70

AGE  

66

AGE  

62



▪ Three best friends who are all age 62 (born in  
1959)

▪ They are all married, retired and want to take  
Social Security.

▪ What will they each receive

▪ Now

▪ When their spouseapplies.

▪Alex and Blake apply at 62 for their retirement benefits

▪Alex, Blake and Chris are age 66 when their spouses  
apply.

21

Case study: Spouse with lower Social Security benefit applies first
Will the amount increase after their spouse applies?

Alex Blake Chris

Retirement  
benefit at FRA

$1000 $1000 $0
Cared for family

Spousal benefit  
at FRA

$1000 $1200 $1200
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Spousal benefit available if spousal at FRA > retirement benefit at FRA
If you’re receiving a reduced retirement benefit, the total amount after your spouse applies is also reduced

$1,50
0

$1,50
0

$1,50
0

Alex
Retirement Benefit at FRA: $1000

Spousal Benefit at FRA: $1000

Alex’s retirement benefits at FRA spousal  
benefit at FRA ➔ no spousal benefit

$1,000

When spouse applies, amount  
doesn’t change

Receive reduced retirement benefit

$500

$0

62 64 66 68 70 72 74 76 78

Retirement benefit Spousal Benefit

Blake
Retirement Benefit at FRA: $1000

Spousal Benefit at FRA: $1200

Blake’s spousal benefit at FRA > retirement  
benefit at FRA➔ top off with (max spousal –
(retirement benefit atFRA)*

$1,000

Spouse applies: Top off current  
benefit with difference*

Starts with reduced retirement benefit

$500

$0

62 64 66 68 70 72 74 76 78

Retirement benefit Spousal Benefit

Chris
Retirement Benefit:N/A

Spousal Benefit at FRA: $1200

Chris receives max possible spousal benefit

$1,000 Receives max spousal if Chris is  
FRA when spouse applies

$500

$0

62 64 66 68 70 72 74 76 78

Retirement benefit Spousal benefit

Alex: Starts with reduced retirement benefit; does not step up to spousal because retirement benefit at FRA is greater than spousal benefit at FRA. Blake: Starts with reduced retirement benefit (can not receive spousal benefit until
spouse applies): after spouse applies, the SSA tops off the existing benefit with an excess spousal benefit; the excess spousal benefit = (max spousal)– (your retirement benefit at FRA). Chris: Can not receive anything at 62 because
Chris does not qualify for his or her own retirement benefit; Chris must wait for spouse to apply in order for Chris to receive a Social Securitybenefit.
*Reduced if Blake is < FRA when spouse applies.



Survivors benefits is available at 60 (50 if you are disabled)

23

Max survivors benefit is 100% of deceased current benefit; max spousal is 50% of your spouse’sFRA benefit

Survivors Percent
(Widow(er)s’ age when they claim the survivors benefit)

71.5%

75.6%

79.6%

83.7%

87.8%

91.9%

95.9%

100.0%

71.5%

76.3%

81.0%

85.8%

90.5%

95.3%

100.0%

100.0%

Age 60

Age 61

Age 62

Age 63

Age 64

Age 65

Age 66

Age 67+
• Amount based on when deceased  

claimed their retirement benefit

• Percent based on when you apply  
for survivors benefit

Calculation

• Receive greater of your benefit or  
the survivors benefit1

• Subject to earnings test until FRA

Surviving  
spouse  
worked

• Surviving spouse still eligible for  
max survivor2

Claim own
or spousal
before FRA

FRA 66 FRA 67
1 Possibleoption to start with oneand switch to theotherif widow is between ages 60-70. Seeslide 24
2 Assumessurviving spouseis FRA orolderwhen the surviving spouseapplies forthesurvivors benefit. If applying forsurvivors benefit beforeFRA,thesurvivors percent will bereduced.

Source:Social Security Administration



$21,500

Source:Social Security Administration
24

$26,000

$34,000

Deceased Claims at 62 Deceased Claims at FRA Deceased Claims at 70

Example of survivors benefits

Based on average PIA for males at FRA (Social Security Statistical Supplement, 5b, 2020)

Deceased claiming decision affects the surviving spouse
Survivorsbenefits are based on when the deceased claimed their Social Securitybenefit



Switch toretirement

Start with reducedsurvivors

Source:Social Security Administration
24

Switch tosurvivors

Start with reducedretirement

Option 1

▪ Start with reduced survivors benefit

Option 2

▪ Start with reduced retirement benefit

Options for widow(er)s
Earnings limit applies to any benefit received before Full Retirement Age.
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Divorcee benefits available if marriage lasted 10+ consecutive years
Max spousal is 50%, max survivors is 100%

*If divorcewas less than two years ago, former spouseneeds to apply in order foryou to receivea spousal benefit
**Spousal benefit:only eligible to start with spousal benefit if you were born on/before1/1/1954;Survivorsbenefit: may be eligible to start with onebenefit and switch to theother  
Source:Social Security Administration

• Ex is age 62, dead or disabled

• Ex does not need to be receiving their benefits*

• Receiving a benefit off your ex will not reduce  
your ex’sbenefit

Requirements

• Spousal off ex:unmarried

• Survivors off ex: unmarried or remarried at or  
after age 60

Current
marital
status

• Receive the greater of your retirement or  
spousal/survivor benefit of ex**

• Subject to earnings test until FRA
If you worked



*If you remarry at orafter age60, you may receive greater of 1) spousal/survivorbenefit of current spouse,2) your retirement benefit, or 3) survivorbenefit of formerspouse  
Source:Social Security Administration

If your second marriage ends (either through divorce, annulment or death),  
you may become re-entitled to benefits off of thefirst marriage.

Forfeit spousal benefit off ex  
Forfeit survivors benefit offex

You Remarry
Before Age60

Forfeit spousal benefit off ex  
Keepsurvivors benefit off ex*

You Remarry
After Age60

Does not dilute your benefitsoff  
former spouse

Former Spouse  
Remarries

Remarriage and Social Security (applies to divorcee and widows)
If your former spouse remarries, it does not affect your benefits

26



Case Study: Divorce and Remarriage
If both marriages ended after 10+ years, you receive highest availablebenefit

Jane and Tom
Married Tom at25  
Married 15 years  
Divorced
Tom is deceased

Jane and Theo
Married Theo at45  
Married 10 years  
Divorced
Theo is alive and is age 62

Jane is single, receives greaterof
- Her retirement benefit
- Survivor from Tom
- Spousal/survivor from Theo

28



Taxes and your retirement plan



Taxes and Social Security

29

Source:IRS INFO 2001-0131

Social Security  
benefits are  
not taxable

Up to 50% of Social  
Security Benefits  
May Be Taxable

Up to 85% of Social  
Security Benefits  
May Be Taxable

Individuals < $25,000 $25,000-$34,000 $34,001+

Married CouplesFiling Jointly < $32,000 $32,000-$44,000 $44,001+



Combined income determines if Social Security benefits are taxable

Source: Social SecurityAdministration

* This is not all - encompassing. May include income from savings bonds to pay for higher education and deductions for qualified educational loans. Contact a qualified tax advisor for more information. MFS does not provide tax advice. For  
informational purposes only.

AGI
Tax- Exempt  

Income

Half of
Social
Security

Combined  
Income

31



Roth IRA and Roth  
401(k)/403(b)*

Qualified charitable  
distributions*

Nontaxable portion  
of pensions

and annuities*

Inheritance and  
gifts**

Life insurance  
proceeds**

HSA withdrawals  
for qualified  

medical expenses**

MFS does not provide tax , legal, retirement, or accounting advice. Please consult with a qualified tax advisor for more information.
32

Combined income exclusions

Sources: * IRS Publication 590-B ** IRS Publication 525. This may not be a comprehensive list.



* Source:William Meyerand William Reichenstein, "Social Security:When Should You Start Benefits and How to MinimizeLongevity Risk", Journal of Financial Planning. March 2010.

▪ How long will you work?

▪ What is your withdrawalrate?

▪ What is your (combined) life expectancy?

Guidelines to Claim Social Security and Minimize Longevity Risk*

Single*
▪ Average life expectancy: take as soon as possible

▪ Long life expectancy: let Social Security grow as  
long as possible

Married*
▪ Spouse with lower Social Security benefit begins  

as soon as possible

▪ Spouse with higher Social Security benefits  
maximizes benefits as much as possible

MFS does not providetax, legal, retirement, or accounting advice.

32

Questions to consider
Discuss claiming options and the impact it will have on your retirement incomegoals with your investment  
professional
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Appendix



Reductions if worked in public sector that did not  
pay into Social Security

35

The Windfall Elimination Provision doesn’t apply to survivorsbenefits.
Sources: SSAPublication No. 05-10007"Government Pension Offset," SSAPublication No. 05-10045 "WindfallElimination Provision"

Windfall Elimination Provision (WEP) Government Pension Offset(GPO)

Who it affects You worked in a position that didn’t pay into  
Social Security and you also worked in the private  
sector

You worked in a position that didn’t pay into Social  
Security; your spouse worked in the privatesector

What it may reduce Any pension you get from that work may reduce  
your Social Security retirement benefits

Social Security spousal and survivor(er)s

Calculation First bend point may be reduced from 90% to 40% Reduce spousal/survivors benefits by  
two-thirds of your government pension

Maximum Reduction $483 if you applied in 2021 If your government pension is 1.5 > your spouses  
retirement benefit, may wipe out your spousal and  
survivors benefit



Disability benefits
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Sources: https://www.ssa.gov/redbook/eng/overview-disability.htm#&a0=2
Social Security Handbook723.2, Social Security Publication No. 05-10029, "Disability Benefits"

SSDI
Social Security Disability Trust Fund

SSI
Supplement Social Insurance

Initial Qualifications Based on your work history
(If 31 or older when disability occurred: Generally  
must have worked 5 out of the last 10 years)

Must have limited income and resources.

Full Retirement Age At Full Retirement Age:

▪ Amount does not change

▪ Funding switches from Disability to Retirement

Assuming assets, income and life circumstances do  
not change, then dollar amount will not change

Dependent Eligibility Entitles children and spouse to Social Security  
benefits

Does not entitle children and spouse to Social  
Security benefits

Health insurance Medicare after two years Medicaid

http://www.ssa.gov/redbook/eng/overview-disability.htm#%26a0%3D2


* If you were born after 1/1/1954, you will not beableto restrict application to spousal benefits only. When you apply, youwill receive thegreater of yourretirement or spousal benefit.
** Your spousemay bereceiving a reduced retirement benefit and/orbeborn after 1/1/1954. Theageand birth daterequirements pertain only to the person who wants to start with spousal.  
Source:Social Security Administration

Requirements for Restricted Application

▪ You were born on orbefore 1/1/1954*

▪ You apply at age 66 or older

▪ Your spouse has applied for retirement or  
disabilitybenefit**

Switch to retirement benefit  
plus 8% annual accrual at any  
time between ages 66 and 70

Start with spousal benefit at age 66+
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Restricted application: start with spousal, switch to retirement
Only availableif you were born on or before 1/1/1954



Restricted application case study

For illustrative purposes only.

Diego and Dana
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▪ He is age 68, born in 1953 and the higher earner. He wants to start his retirement benefit at age 70.

▪ She is age 62, born in 1959, and retired.

▪ Is restrictedapplication available?



Restricted application case study

For illustrative purposes only. Whetherthis strategy is good foryou depends on yourincomegoals, retirement savings and health. Please discuss with an investment professional formoredetails.

Diego claims his  
spousal benefit

Dana claims her reduced retirement  
benefit at 62

Dana receives Diego’s benefit

AGE 66 AGE 70

Diego switches to  
his maximum  

retirement benefit

AGE 62

Diego passes away

39


	Social Security Planning_ Preparing Your Client for Retirement
	Recommended Citation

	Index
	ICLEF Electronic Publications
	MANUAL - SOCIAL SECURITY

PLANNING:

PREPARING YOUR

CLIENT FOR RETIREMENT - August 3, 2022
	Program Description
	Faculty
	Faculty Bios
	PowerPoint - Social Security Preparing for Retirement
	What’s your retirement income picture?
	Agenda
	How retirement benefits are calculated
	Full Retirement Age
	Retirement benefits
	Work and receive benefits
	Options for married couples and divorcees
	Spousal benefits
	Calculating spousal benefits
	Case study: Spouse with lower Social Security benefit applies first
	Spousal benefit available if spousal at FRA > retirement benefit at FRA
	Survivors benefits is available at 60 (50 if you are disabled)
	Deceased claiming decision affects the surviving spouse
	Options for widow(er)s
	Divorcee benefits available if marriage lasted 10+ consecutive years
	Remarriage and Social Security (applies to divorcee and widows)
	Case Study: Divorce and Remarriage
	Taxes and your retirement plan
	Taxes and Social Security
	Combined income determines if Social Security benefits are taxable
	Combined income exclusions
	Questions to consider
	Appendix
	Reductions if worked in public sector that did not pay into Social Security
	Disability benefits
	Restricted application: start with spousal, switch to retirement
	Restricted application case study

	Button: 
	0: 
	1: 
	2: 
	3: 
	4: 
	5: 
	6: 
	7: 
	8: 
	9: 
	10: 
	11: 
	12: 
	13: 
	14: 
	15: 
	16: 
	17: 
	18: 
	19: 
	20: 
	21: 
	22: 
	23: 
	24: 
	25: 
	26: 
	27: 
	28: 
	29: 
	30: 
	31: 
	32: 
	33: 



