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DISCLAIMER

The information and procedures set forth in this practice manual are subject to constant change
and therefore should serve only as a foundation for further investigation and study of the current law and
procedures related to the subject matter covered herein, Further, the forms contained within this manual
are samples only and were designed for use in a particular situation involving parties which had certain
needs which these documents met. All information, procedures and forms contained herein should be very

carefully reviewed and should serve only as a guide for use in specific situations.

'The Indiana Continuing Legal Education Forum and contributing authors hereby disclaim any and
all responsibility or liability, which may be asserted or claimed arising from or claimed to have arisen from
reliance upon the procedures and information or utilization of the forms set forth in this manual, by the

attorney or non-attormey.

Attendance of ICLEF presentaﬁons does not qualify a registrant as an expert or specialist in any
discipline of the practice of law. The ICLEF logo is a registered trademark and use of the frademarlk
without ICLEF’s express written permission is prohibited. ICLEF does not certify its registrants as
specialists or expert practitioners of law. ICLEF is an equal opportunity provider of continuing legal
education that does not discriminate on the basis of gender, race, age, creed, handicap, color or national
origin. ICLEF reserves the right to refuse to admit any person or to eject any person, whose conduct is
perceived to be physically or emotionally threatening, disruptive or disrespectful of ICLEF registrants,

faculty or staff.
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Here, we will provide useful guidance that you can use when helping your clients
plan for how Social Security will fit into their overall plans for retirement.

IMDIAMA CONTINUING LEGAL EDUCATION FORUM

Coverage and examples will include:

How retirement benefits are calculated

Benefits for married couples and divorcees

Calculation of the spousal benefit

Coordination of benefits if both spouses paid into Social Security
Survivor's benefits

Taxes and your client's retirement plan

Faculty

David Ghormley

MES Investment Management
P: (317) 517-7141

E: dghormley@mfs.com

Nicole McGoff

Merrill Lynch Wealth Management
P: (317) 706-3195

E: nicole.mcaoff@ml.com

August 3, 2022

www.lICLEF.ORG



David Ghormley, CFA
MFS Investment Management, Indianapolis

David Ghormley, CFA, is Director at MFS Investment Management in Indianapolis.

MFS Investment Management is an active, global asset manager with a uniquely
collaborative approach to build better insights for clients. Its investment approach has
three core elements — integrated research, global collaboration, and active risk
management. Through the combined application of these three principles, the firm
works to deliver sustainable investment solutions for the individual and institutional
investors it serves.



Nicole C. McGoff, CDFA®
Merrill Lynch Wealth Management, Indianapolis

Nicole McGoff, CDFA® - Financial Advisor

Nicole and her team are passionate about helping their clients live their best financial
lives. Her process begins by listening to her clients’ goals and needs to providing them
with a thorough, educational, and transparent financial strategy.

Nicole began her financial services career in 2010 as a Financial Advisor working with
successful families and business owners to build, protect, and transfer their

wealth. Most recently, Nicole spent four years at Capital Group]American Funds where
she educated Financial Advisors and research teams on investment processes and
effective practice management. This experience has allowed her to better service the
needs, wants, and wishes of her clients.

Nicole enjoys being an active member of the Assistance League of Indianapolis and
other volunteer organizations within her community. She attended Western Michigan
University where she played Division | Golf and earned her degree from Indiana
University-Purdue University Indianapolis. Her greatest joy is spending time with her
husband, Sean, two children, Colin and Maeve, and English Mastiff, Lily.
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Investinginvolves risk including possible loss of principal. Information is currentas of the date of this material.

Any opinions expressed herein are from a third party and are given in good faith, are subject to change without notice, and are considered
correct as of the stated date of theirissue.

Merrill Lynch, Pierce, Fenner& Smith Incorporated is not a tax or legal advisor. Clients should consult a personal tax or legal advisor prior
to making any tax or legal related investment decisions.

Bank of America Corporation (“Bank of America”) is a financial holding company that, through its subsidiaries and affiliated companies,
provides banking and investment products and other financial services.

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,MemberSIPCand 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.

This material does not take into account a client’s particularinvestment objectives, financialsituations, orneeds andis not intended as a
recommendation, offerorsolicitation for the purchase or sale of any security or investment strategy. Merrill offers abroad range of
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 rightsand 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.

Nothingdiscussed or suggested in these materials should be construed as permission to supersede or circumvent any Bank of America,
Merrill Lynch, Pierce, Fenner& Smith Incorporated policies, procedures, rules, and guidelines.

Investment products offered through MLPF&S and insurance and annuity products offered through Merrill Lynch Life Agency Inc.:

Are Not FDIC Insured May Lose Value Are Not Bank Guaranteed

Are Not Insured by Any Federal
Government Agency

Are Not a Condition to Any

Are Not Deposits Banking Service orActivity




This presentation is for informational use only. MFS does not provide tax, legal, accounting or Social Security advice. Contact the Social
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
circumstances.

MFS Fund Distributors, Inc. may have sponsored this seminar by paying for all or a portion of the associated costs. Such sponsorship may
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
product.

MFS Fund Distributors, Inc., Boston, MA
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“SocialSecurity benefits
are not intended to be

your only source of
income when you retire”

Source:ssa.gov, Sample Statement, 2020

WANDA WORKER
4568 ANYWHERE AVENUE
MAINTOWN, USA 11111-1111

Your payment would be about

$1,971 a month

at full retirement age

May 1. 2020

Your Social Security Statement

This Social Security Statement tells you about

how much you or your family would receive

in disability. survivor. or retirement benefits. It
also inchudes our record of your lifetime earnings.
Check out your earnings history. and let us know
right away if you find an error. This is important
because we base your benefits on our record of
your lifetime earnings.

Social Security benefits are not intended to be
vour only source of income when you retire.

On average, Social Security will replace about

40 percent of your annual pre-retirement earnings.
You will need other savings, investments. pensions,
of retirement accounts to make sure you have
enough money to live comfortably when vou retire.

To view your Statement online anytime,
create a Yy Social Security account
at myaccount.socialsecurity.gov.

Social Security Administration

To view your Social Security
Statement online anytime create a
my Social Security account today!

my Social Security
myaccount.socialsecurity.gov

Follow the Social Security Administration at these social media sites. n L 4 B

A MFs



What'’s your retirement income picture?

»

Financial Assets Social Security

Retirement
Income

Pension

403(b)/401(k)



Agenda

= How retirement benefits are calculated
= QOptionsfor married couplesand divorcees

= Taxes and your retirementplan



How retirement benefits
are calculated




Full Retirement Age @ MFS

Year of Birth Full Retirement Age (FRA)

1943-1954 ¢ 66 years
1955 w 66 years and two months
Social Security benefits 1956 w |66 years and fourmonths
are based on your
. 1957 w 66 years and sixmonths
Full Retirement Age. e ”
1958 66 years and eight months
1959 66 years and ten months
1960+ 67 years

Source:Social Security Administration



Retirement benefits

40 quartersto qualify for Social Security retirement benefits;

Full Retirement Age 66
32%

24%
16%
8%

o I

-6.7%
-13. 3%

-20%
-25%

62 63 64 65 66 6/ 68 69 /0

Source:Social Security Administration

I MFs

averaged over 35 highest years of earnings

Full Retirement Age 67 249%
16%
8%

=y

-6. 7%
-13. 3%

-20%
-25%
-30%

62 63 64 65 66 6/ 68 69 /0



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

Through year before In the year Month you turn Full Retirement
turning Full Retirement Age of turning Full Retirement Age Age and older

$18,960 $50,520
(51,580 per month) (54,210 per month)

Earnings Limit (2021) No restrictions

S1 of benefits withheld for every S1 of benefits withheld for every
S2 of earnings above limit S3 of earnings above limit

Amount of Withholding No restrictions

= Earningslimit looks at wages only. Unearned income (pensions, IRAs, rentalincome, etc.) does not cause Social
Security benefits to be withheld

= Earningslimit applies to wages received after starting Social Security

Source:Social Security Administration



Options for married couples and
divorcees




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

Availability
Age 67+
e Available even if you did not work
Requirements Age 66
e Must be married to current spouse at least one year
* Your spouse must be receiving his or her retirement benefit Ageb>
Age 64

If both spouses worked

e Generally receive greater of your retirement or spousal
benefit* Age 63

e Only one spouse at a time can receive a spousal benefit
Age 62

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

Spousal Percent

50.0%
50.0%

50.0%
45.8%

45.8%

mFRAG6 mFRAG67

11



Calculating spousal benefits @ MFS

Spousalbenefits based on higher earner’s benefit at FRA

Jack and Diane

= Jack is the higherearner

= Diane’sretirement benefits are less than spousal benefits

= Jack’sannual Social Security retirement benefits at
* Age 62:57,500
* Age 66:510,000
e Age 70:513,200

What is Diane's maximum and minimum spousal benefit?

For Illustrative purposes only. Based on Full Retirement Age(FRA) of 66. Calculations will vary if your FRA s different. Divorced spousal benefits arecalculatedin thesamemanner.
12



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

$10,000

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

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

13



Calculating spousal benefit
Maximum spousal benefit at age 66

$10,000

$5,000

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

For Illustrative purposes only. Based on Full Retirement Age(FRA) of 66. Calculations will vary if your FRA s different. Divorced spousal benefits arecalculatedin thesamemanner.
14



Calculating spousal benefit
Minimum spousal benefit at age62

$10,000

$5,000
$3,500

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

For Illustrative purposes only. Based on Full Retirement Age(FRA) of 66. Calculations will vary if your FRA s different. Divorced spousal benefits arecalculatedin thesamemanner.
15



Calculating spousal benefit
If Jack claims at age 70

$13,200

$5,000
$3,500

?

?

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

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

16



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

$13,200

$5,000
$3,500

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

For Illustrative purposes only. Based on Full Retirement Age(FRA) of 66. Calculations will vary if your FRA s different. Divorced spousal benefits arecalculatedin thesamemanner.
17



Calculating spousal benefit
If Jack claims at age 62

$13,200

$5,000
$3,500

?

?

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

For Illustrative purposes only. Based on Full Retirement Age(FRA) of 66. Calculations will vary if your FRA s different. Divorced spousal benefits arecalculatedin thesamemanner.
18



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

$13,200

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

For lllustrative purposes only. Based on Full Retirement Age(FRA) of 66. Calculations may vary if client's FRA s different. Divorced spousal benefits arecalculated in thesamemanner.
20



Case study: Spouse with lower Social Security benefit applies first @ MFS

Will the amount increase after their spouse applies?

1959) Retirement $1000 $1000
= They are all married, retired and want to take benefit at FERA Cared for family
Social Security.
. i _ Spousal benefit $1000 $1200 $1200
= What will they each receive 3t FRA

= 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



Spousal benefit available if spousal at FRA > retirement benefit at FRA 0 MEFS

If you're receiving a reduced retirement benefit, the total amount after your spouse applies is also reduced

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’tchange

Receive reduced retirement benefit
S500

S0

62 64 66 68 70 72 74 76 78

B Retirement benefit M 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
S500

S0

62 64 66 68 70 72 74 76 78

B etirement 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

S0
62 64 66 68 70 72 74 76 78

B 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 Security benefit.

*Reduced if Blake is < FRA when spouse applies.

22




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

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

I MFs
Survivors Percent

e Amountbasedontinhentdeceased (Widow(er)s’ age when they claim the survivors benefit)

PN ccimed their retrmen benef e+ I 1335
Calculation 8 100.0%
e Percent based on when you apply
forsunivors e reccs ™ .,
. (0]

Survivi ng e Receive greater of your benefit or 90.5%
spouse the survivors benefit! Age 64 _87.8%
 Subject to earnings test until FRA
worked ‘ g recss Y
Ace62 [ /-

Claim own

» sumving spouse il el for I :
or spousal I SRS RaL S Age 61 756%

max survivor2

before FRA Age 60

m FRA66 m FRAG67

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

Source:Social Security Administration 23



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

Example of survivors benefits

$34,000

$26,000
$21,500

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

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

Source:Social Security Administration ”



Options for widow(er)s

I MFs

Earnings limit applies to any benefit received before Full Retirement Age.

Option1

= Start with reduced survivors benefit

Switch toretirement .

[] Start with reduced survivors

Option 2

= Start with reduced retirement benefit

Source:Social Security Administration

Switch to survivors .

] Start with reducedretirement

24




Divorcee benefits available if marriage lasted 10+ consecutive years a. MFS
Max spousal is 50%, max survivors is 100%

e Exis age 62, dead ordisabled
e Ex does not need to be receiving their benefits*

Requirements

e Receiving a benefit off your ex will not reduce
your ex’s benefit

CU rr.ent e Spousal off ex:unmarried
marita | e Survivors off ex: unmarried or remarried at or

status after age 60

e Receive the greater of your retirement or

|f yO uwo I"ked spousal/survivor benefit of ex**
e Subject to earnings test until FRA

*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/before 1/1/1954; Survivors benefit: may be eligible to start with onebenefit and switch to theother
Source:Social Security Administration 26



I MFs

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

Former Spouse

You Remarry You Remarry

Remarries Before Age 60 After Age 60
[ [ [
[ [ [
v v v
Does not dilute your benefitsoff Forfeit spousal benefit off ex Forfeit spousal benefit off ex
former spouse Forfeit survivors benefit off ex Keep survivors benefit off ex*

If your second marriage ends (either through divorce, annulment or death),

you may become re-entitled to benefits off of thefirst marriage.

*If you remarry at orafter age 60, you may receive greater of 1) spousal/survivorbenefit of current spouse, 2) your retirement benefit, or 3) survivorbenefit of formerspouse
Source:Social Security Administration

26



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

Jane and Tom

Married Tom at 25
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 greater of
- Her retirement benefit

- Survivor from Tom
- Spousal/survivor fromTheo

28



Taxes and your retirement plan




Taxes and Social Security

Individuals

Married CouplesFiling Jointly

Source:IRSINFO 2001-0131

Social Security

benefits are
not taxable

<$25,000

<$32,000

Up to 50% of Social
Security Benefits
May Be Taxable

$25,000-534,000

$32,000-544,000

Up to 85% of Social
Security Benefits
May Be Taxable

$34,001+

S44 001+

29



Combined income determines if Social Security benefits are taxable @ MFS

Half of :
Tax- Exempt a. © . B Combined
Social
Income Income

Security

Source : Social SecurityAdministration
* This is not all -encompassing. Mayinclude 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 purposesonly.

31



Combined income exclusions

Nontaxable portion
of pensions
and annuities™

Roth IRA and Roth Qualified charitable
401(k)/403(b)* distributions*

HSA withdrawals
for qualified
medical expenses**

Inheritance and Life insurance
gifts™* proceeds**

Sources: *IRS Publication 590-B ** IRS Publication 525. This may not be a comprehensive list.
MFS does not provide tax, legal, retirement, or accounting advice. Please consult with a qualified tax advisor for more information.

32



Questions to consider @ MFS

Discuss claiming optionsand the impact it will have on your retirementincomegoals with your investment
professional

Guidelines to Claim Social Security and Minimize Longevity Risk*

= How long will youwork?

= Whatis your withdrawalrate? Single*

= What is your (combined) life expectancy? = 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

* Source: William Meyerand William Reichenstein, "Social Security: When Should You Start Benefits and How to Minimize Longevity Risk", Journal of Financial Planning. March 2010.
MFS does not providetax, legal, retirement, or accounting advice.

32



Thank You




Appendix




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

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

What it may reduce Any pension you get from that work may reduce

your Social Security retirement benefits

Calculation First bend point may be reduced from 90% to 40%

Maximum Reduction 5483 if you applied in 2021

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

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

Social Security spousal and survivor(er)s

Reduce spousal/survivors benefits by
two-thirds of your government pension

If your government pension is 1.5 > your spouses
retirement benefit, may wipe out your spousal and
survivors benefit

35



Disability benefits

SSDI

Social Security Disability Trust Fund

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)

Full Retirement Age At Full Retirement Age:
= Amount does not change

= Funding switches from Disability to Retirement

Dependent Eligibility Entitles children and spouse to Social Security
benefits
Health insurance Medicare after twoyears

Sources: https://www.ssa.gov/redbook/eng/overview-disability.htm#&a0=2
Social Security Handbook 723.2, Social Security Publication No. 05-10029, "Disability Benefits"

SSI
Supplement Social Insurance

Must have limited income and resources.

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

Does not entitle children and spouse to Social
Security benefits

Medicaid

36


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

Restricted application: start with spousal, switch to retirement G. MFS
Only availableif you were born on or before 1/1/1954

Requirements for Restricted Application

= You were born on orbefore 1/1/1954* Switch to retirement benefit
p_Ius 8% annual accrual at any
= You apply at age 66 or older time between ages 66 and 70

= Your spouse has applied for retirementor
disability benefit™**

B start with spousal benefit at age 66+

* 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 benefitand/orbeborn after 1/1/1954. Theageand birth daterequirements pertain only to the person who wants to start with spousal.

Source:Social Security Administration 37



Restricted application case study @ MFS

Diego and Dana

= Heisage 68, bornin 1953 and the higher earner. He wants to start his retirement benefit at age 70.

= Sheisage 62, bornin 1959, and retired.

= |srestrictedapplication available?

For illustrative purposes only.
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I MFs

Restricted application case study

Diego switches to

Diego claims his his maximum
spousal benefit retirement benefit Diego passes away
»
AGE 66 AGE 70
AGE 62
L
Dana claims her reduced retirement Dana receives Diego’s benefit

benefit at 62

For illustrative purposes only. Whetherthis strategy is good foryou depends on yourincomegoals, retirement savingsand health. Please discuss with an investment professional formoredetails.
39
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