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Executive Summary

For most Americans, Social Security is a significant retirement asset.
Making the best possible selections related to your Social Security
options can mean a material difference in the income it provides to you
over the course of your retirement years. Our firm uses software created
by the industry leader in Social Security claiming strategies.

The purpose of this Social Security Analysis and Strategy Report is to:

Offer a high-level introduction to and education about your Social
Security retirement benefit options.
Help you determine when to begin benefits.
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What You Will Find in the Following Pages

We've provided a great deal of information in this report. Some key highlights are:

An introduction to Social Security, explanation of key terms, and an explanation about how your
benefits are calculated.
An analysis that compares your cumulative Social Security benefits for different starting dates and
life expectancies.
A retirement needs analysis that compares the cumulative financial needs from your financial
portfolio needed to meet your projected expenses.
A case study that demonstrates how the choice of Social Security starting date can extend the
financial portfolio's longevity, that is, how long until your savings is exhausted.

Please read the Important Disclosure section at the end of this report.
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1.  

2.  

3.  

Key Assumptions about This Report

As you review your Social Security Analysis and Strategy Report, please keep in mind that

This report is designed to illustrate the importance of your decision on when to begin Social
Security benefits and to help you decide the best strategy for your situation. Detailed analysis is
needed to compare different strategies side by side, especially if you are married and spousal
benefits are considered.
This report is provided for informational purposes only. The information and data should not be
acted upon or taken as advice. The purpose of the report is to educate and give general guidance
to help you craft a personalized approach in taking Social Security.
All the information provided is based on current Social Security rules, benefits calculations, and
payout promises on existing funding levels.
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Key Terms

You may find some of these key terms throughout your report.

 Benefits received by dependent children that supplement familyChildren's (or Family) Benefits:
income. 

 Lifetime payout of Social Security benefits. Cumulative Benefits:

 Increases in monthly Social Security benefits if you delay taking benefits. Delayed Retirement Credits:

 Claiming benefits after Full Retirement Age (FRA) in order to receive increasedDelayed Strategy:
benefits. 

 Benefits paid to the divorced spouse of an eligible worker to whom you were marriedDivorced Benefits:
at least 10 years. 

 Claiming benefits at any time before Full Retirement Age (FRA). Early Strategy:

 The history of your earnings for the years you have worked in your lifetime. Earnings Record:

 The reduction in benefits taken if you continue to work while receiving benefits beforeEarnings Test:
you reach Full Retirement Age (FRA). Once you reach FRA, the earnings test does not apply to your
income, and there is no limit on your earnings. 

 A Social Security policy allowing a worker to file an application for retirement benefitsFile and Suspend:
but immediately suspend payments. This makes the worker's spouse eligible to file for and receive
spousal benefits. This also allows the worker's benefit to accrue delayed retirement credits. However, the
Bipartisan Budget Act of 2015 has altered this policy. Beginning 180 days after the date the act was signed
into law, no benefits will be paid to any family members when a worker's benefits are suspended. 

 The age at which you are eligible for your full monthly benefit. Full Retirement Age:

 A provision that reduces and may eliminate the amount of spousalGovernment Pension Offset (GPO):
and survivor benefits paid to an individual who is eligible for a pension from work not covered by Social
Security taxes. 

 A decrease in the value and purchasing power of money. Inflation:

 The risk of running out of resources in your lifetime. Longevity Risk:

 Also known as your Primary Insurance Amount (PIA), this is the benefit youMonthly Benefit Amount:
will receive at your Full Retirement Age (FRA). 

 Some workers, especially state government employees including teachers, areNon-Covered Pension:
eligible for a pension for work where Social Security taxes were not withheld from or paid on earnings.
Such a pension is known as a non-covered pension. 
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 The monthly benefit amount based on your earnings record if you beginPrimary Insurance Amount:
your benefits at your full retirement age.

 When a worker is eligible for both his or her own benefit and a spousal benefit, aRestricted Application:
restricted application can be filed for spousal benefits only, meaning the worker's own benefit will
continue to accrue delayed retirement credits. However, the Bipartisan Budget Act of 2015 has altered
this policy. Beginning 180 days after the date the act was signed into law, only people age 62 or older on
December 31, 2015, will have the option to restrict an application for spousal benefits only. 

 Benefits paid to the spouse of an eligible worker. You must be at least age 62 to claimSpousal Benefits:
spousal benefits.

 Benefits paid to the surviving spouse of a deceased eligible worker.Survivor Benefits:

This term applies to someone who is eligible for a pension from work not covered by SocialWEP-PIA:
Security taxes. The WEP-PIA reflects the adjustment to your Primary Insurance Amount because of the
Windfall Elimination Provision (WEP).

A provision that may reduce Social Security benefits based onWindfall Elimination Provision (WEP):
your earnings history if you are eligible to receive a pension from work not covered by Social Security.
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1.  
2.  
3.  
4.  

Let's Start with the Basics...

When you elect to begin receiving Social Security payments is important. You may retire from a career at
age 62, but beginning benefits at age 62 may not be the best choice. The age at which you begin will
impact your benefits for the rest of your life -- and potentially benefits available to your spouse if you are
married.

There are several factors that should be considered before selecting the optimal date to begin benefits.
Your health status, life expectancy, need for income, whether or not you plan to continue working, and
how concerned you are about running out of money in your lifetime should all be considerations in
determining your date to begin benefits. Analysis requires careful consideration of the inputs,
assumptions and other factors that will impact your Social Security benefits including the taxation of
those benefits.

While having a strategy for when to begin Social Security benefits is important, it is critical to consider
Social Security benefits in conjunction with all of your retirement assets for an optimal strategy.
Incorporating your benefits into an overall retirement income plan may make a material difference in the
amount of income available to you in retirement.

How Your Benefit Eligibility is Determined

Your benefit eligibility will depend on:

How much you earned over your working career
The age at which you apply for benefits
Spousal benefits - extra money allocated to married couples
Survivor benefits - reassessment of benefits to help the surviving spouse

Social Security benefits are based on average earnings over your highest 35 years of income, with
earnings through age 60 indexed to reflect increases in U.S. workers' average wage level. For example, if
the wage level in the U.S. is twice as high when you turn 60 as when you were 40, the formula doubles
your age 40 earnings. If you worked less than 35 years, the "missing" years are calculated as zero. The
maximum income in any year is equal to that year's maximum income subject to Social Security taxes.

If you claim benefits earlier than your Full Retirement Age (FRA) and continue to have more than a
modest amount of earned income (e.g., wages and salary), you may lose some or all of your Social
Security benefits. In addition, if you had wages from work not covered by Social Security, then the Social
Security Administration's estimates of your benefits may be substantially too high.



Analysis completed by David Lukas at David Lukas Financial | 8

Powered by Social Security Solutions

The Impact of Starting Age on Monthly Benefits

Many personal and household factors can influence your Social Security retirement benefits, and perhaps
the most significant is the age you begin benefits. You can see below the range of benefits you would
receive depending on the age you begin benefits. This does not include the impact of spousal benefits if
you are married, which can make a significant difference when added in. The information below was
created from information you provided.

John Doe

Monthly benefits if begun at 62 $1,575

Monthly benefits if begun at Full Retirement Age 66 $2,100

Monthly benefits if begun at 70 $2,772

Jane Doe

Monthly benefits if begun at 62 $895

Monthly benefits if begun at Full Retirement Age 66 and 2months $1,200

Monthly benefits if begun at 70 $1,568

Benefit projections above are based on the estimated Primary Insurance Amount at Full Retirement Age that you
provided. Benefit amounts may change based on additional earnings or changes in earnings that can impact the

Primary Insurance Amount. If you are already receiving benefits, your actual benefit payments may differ from the
estimates above based on when you began collecting. All benefits levels in the table above are expressed in today's
dollars. All payments will increase with Cost of Living Adjustments (COLAs). If older than age 62 or if benefits have
already started, the amount reflected as the age 62 monthly benefit will be the current benefit eligibility amount.

Not only does the age you begin benefits impact your monthly payments, it also affects your "longevity
risk" - the risk of outliving your resources. If you choose to begin receiving Social Security benefits before
your Full Retirement Age (FRA), your monthly benefits will be reduced. If you delay the start of benefits
until after your Full Retirement Age (FRA), your monthly benefits will be increased. So, the basic tradeoff
is between beginning earlier and receiving more but smaller payments or beginning later and receiving
fewer but larger payments.

Since John was born in 1953, FRA is 66 and any benefit taken before age 66 will be reduced by 5/9% per
month for up to 36 months, plus 5/12% per month for the remaining months of the early claim. So, if
benefits are begun at age 62, the monthly benefit level would be $1,575. If benefits are delayed until after
attaining FRA, monthly benefits will be increased by 2/3% per month for up to 48 months and will be
$2,100 per month. Further, delaying the start of benefits until age 70 will increase the monthly benefit to
$2,772. While we've used John's information for the purposes of explanation, the same basic calculations
apply also to Jane 's benefits. All benefit levels are expressed in today's (i.e., inflation-adjusted) dollars
and reflect the current promises of the Social Security system, which can be altered by the U.S. Congress
at any time.
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How Your Primary Strategy Makes a Difference

Your primary strategy for claiming Social Security benefits is customized to your specific situation and is
based on the information you provided. To create your primary strategy, our firm analyzed all the possible
claiming strategies available to you and the overall benefit each would render. We weighed many factors
in suggesting this strategy for you, including monthly benefit amount, your life expectancy, your marital
status and others.

We have suggested a claiming
strategy that would pay about

$988,428

over your remaining life
expectancy. The details of this
strategy and how it works are
discussed in this report.

Your primary strategy was created using the expected lifetimes of 85 for John and 90 for Jane . Given
these assumptions, you need to maximize benefits for a potentially long joint life. By maximizing
cumulative lifetime benefits, your primary strategy also reduces the chance of running out of savings in
your lifetime.

The graph on the right represents the cumulative
lifetime benefits you could expect to receive over
your life expectancy if you took benefits early
(represented by the red bar), at Full Retirement Age
(represented by the blue bar), or according to the
primary strategy we have created for you
(represented by the green bar).

Estimated Cumulative Total Benefits

Early Primary FRA
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Lifetime Income By 
Starting Dates

Early Dates

Recommended Dates
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Protection Against Longevity Risk

The best strategy for you balances your cumulative lifetime benefits with the income you can expect to
receive from Social Security and any other assets should you live longer than the ages you provided, 85
years for John and 90 years for Jane . This concept is known as "longevity risk," or the risk that you will
run out of money in your lifetime.

The reason this is an important part of your Social Security decision is that, the longer your life, the longer
your retirement savings must last. Getting more from your Social Security benefits means that you will
need to withdraw less from your portfolio over the years.

The green bar in the graph on
the left illustrates the
cumulative lifetime benefit
you could expect to receive
should you live to the exact
life expectancy you provided.
The yellow bar represents the
comparative value of the
cumulative lifetime benefits
should you live 10 years
longer than expected.

The Difference a Long Life Makes

The table below shows the approximate value of your lifetime cumulative benefits over your life
expectancy if you choose to take benefits early, at Full Retirement Age or according to the primary
strategy we have created for you. The Short Life Span row illustrates the amount if each of you lives 10
years less than you plan. The Projected Life Span row illustrates the amount if each of you lives to the
exact age you provided. The Long Life Span row is the amount you could expect if each of you lives 10
years longer than expected.

Early Age Primary Age Full Retirement Age

Short Life Span $500,508 $528,588 $497,100

Projected Life Span $809,508 $988,428 $893,100

Long Life Span $1,118,508 $1,448,268 $1,289,100

Projected Life Span Long Life Span

Early Primary FRA
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Important Filing Dates

In order for you to take advantage of this strategy, you should pay close attention to these filing dates:

Jane begins benefits based on her earnings record in the estimated amount of $1,060 in July 2019 at
age 64 and 5 mos.
John files a restricted application for spousal benefits only in the estimated amount of $600 in July
2019 at age 66.
John switches to benefits based on his earnings record in the estimated amount of $2,772 in July
2023 at age 70.
In July 2038 Jane switches to survivor benefits in the estimated amount of $2,772.

Be sure to file for benefits about three months before you expect to receive your first payment.
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Annual Benefits You Can Expect by Age with Primary Strategy

The graph below illustrates the annual total income you, or you and your spouse if married, would receive
by using the primary strategy.

Expenses and Your Annual Benefits

The graph below compares your estimated annual spending against your Social Security income. If you
are married, the graph illustrates your joint Social Security income. The green lines represent your
expected Social Security income, and red lines represent a gap between your income and spending that
will need to be addressed. You might have additional savings you can use to meet your spending needs,
or you can adjust your spending so that your Social Security income is sufficient. If the graph displays only
green bars, your estimated spending does not exceed your social security income.
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Your Primary Social Security Strategy Details

We've constructed this primary strategy based on the information you provided. Your primary strategy
was created to balance two equally important yet separate goals: get the most lifetime income and offer
income protection if you live longer than expected. While getting the highest cumulative lifetime benefit
may initially seem most important, taking both criteria into account is prudent in the event you live longer
than expected. Our tools allow you to compare your primary strategy against other strategies to ensure
that the primary strategy is best for your situation.

NOTE: If your selected strategy includes filing a "restricted application for spousal benefits only," be
prepared to refer the agent to "Emergency Message 16004" related to the Bipartisan Budget Act of 2015.
You may also need to reference POMS GN 00204.020 (POMS is the internal process resource used by the
Social Security Administration).

Jane begins benefits based on her earnings record in the estimated amount of $1,060 in July 2019 at
age 64 and 5 mos.
John files a restricted application for spousal benefits only in the estimated amount of $600 in July
2019 at age 66.
John switches to benefits based on his earnings record in the estimated amount of $2,772 in July
2023 at age 70.
In July 2038 Jane switches to survivor benefits in the estimated amount of $2,772.

Here's why your Primary Strategy was selected:

The primary strategy reflects a specific strategy for claiming your Social Security benefits and is in line
with two goals shared by most retirees: maximizing expected lifetime benefits and minimizing longevity
risk. It also has incorporated any complicated strategies around spousal benefits that will result in more
money for you.

Our primary strategy is based on your life expectancy inputs and is the strategy that will likely provide the
greatest cumulative lifetime benefit. However, because you are married, you should also consider
survivor benefits in your claiming strategy. A surviving spouse can receive the larger of the two benefit
amounts, but not both. If at least the higher earner waits to begin benefits on his or her earnings record
until age 70, survivor income will be greatest. However, if you live a short life, waiting may increase
survivor benefits, but it may not provide the greatest cumulative lifetime payout over your joint lifetimes.
You should carefully consider these factors as you determine your best starting age.

Furthermore, because waiting to claim benefits increases your benefit with delayed retirement credits, it
decreases the amount of money that must be withdrawn from savings each month and reduces the
chance that a surviving spouse will run out of money in his or her lifetime.

If your primary strategy states that one of you should "file and suspend" or "file a restricted application,"
be certain that you are clear about this with the agent taking your application. It is not uncommon for an
agent to be unfamiliar with a claiming strategy. If the agent is hesitant, ask to speak with a "technical
expert" or an office manager. Also note: the Bipartisan Budget Act of 2015 made changes to Social
Security law that impact these two strategies. If these are part of your primary strategy, note that there
are deadlines that may impact your ability to use them. Before adopting your primary strategy, or any
other strategy, talk with your financial professional.
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Here's when it might not work:

Your primary strategy may not be your best choice if either of you live significantly longer or shorter than
projected, or if you continue to work and are younger than Full Retirement Age.

If you continue to work and are younger than Full Retirement Age:

Social Security benefits based on your earnings record (including your spouse's spousal benefits)
will be subject to an earnings test, which could reduce those benefits. The earnings test does not
apply after you reach Full Retirement Age.
If the earnings test will result in the loss of most or all of these benefits, you should consider
waiting until Full Retirement Age (or until you stop working, whichever is sooner) to file for
benefits.

*This primary strategy assumes you will not receive a pension from work not covered by Social Security. If
this assumption does not apply to you, the primary strategy may not be your best strategy for claiming
Social Security benefits.
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Why Taxes Matter

Many people are not familiar with taxation on Social Security benefits. If Social Security is your only
income, benefits will not be taxable. But if you have other income, including income from a pension,
withdrawals from a 401(k), or investment income, taxes may be owed on up to 85% of your benefits. For
each taxpayer, there is a range of income where 50% or 85% of their Social Security benefit is included in
their taxable income. The actual rate that applies depends on your marginal tax rate. This tax effect can
make a significant difference in the Social Security benefit you are able to collect and may mean you
should use an alternate claiming strategy. If you plan to work after beginning Social Security benefits and
before reaching your Full Retirement Age, we may be able to assist with some careful analysis and
planning intended to reduce the impact of taxes on your benefits.

Analysis of Cumulative Lifetime Benefits

On the following pages, you will see schedules that compare the differences between two Social Security
claiming strategies.

Schedule 1 illustrates the difference in both monthly and cumulative lifetime benefits between two
strategies for claiming benefits. The "breakeven line" indicates the age at which one strategy begins to
pay more in benefits than the other, meaning that if you live beyond that age, the primary strategy is
probably the best choice for your situation.

Schedule 2 calculates the amount of funds you will need to withdraw from your savings each year to
supplement your Social Security benefits in order to meet your expected spending needs. It shows the
annual and cumulative withdrawals for each of the two strategies. The breakeven line marks the age at
which the two strategies require the same amount of cumulative withdrawals from your financial
portfolio.

Typically, starting Social Security benefits early will require smaller withdrawals from your financial
portfolio in the early years because the Social Security income is helping to meet your spending needs. In
contrast, waiting to begin benefits will provide a significantly higher monthly benefit for the remainder of
your lifetime. The result is that your savings may last longer because the larger Social Security benefit
allows you to withdraw less from your portfolio over time.
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Schedule 1

Breakeven Analysis comparing two strategies:

Year John Jane
Early Primary

DifferenceJohn
(PIA=2100.0)

Jane 
(PIA=1200.0)

Annual
Benefits

Cumulative
Benefits

John
(PIA=2100.0)

Jane 
(PIA=1200.0)

Annual
Benefits

Cumulative
Benefits

2016 63 61 $1,680 $0 $10,080 $10,080 $0 $0 $0 $0 ($10,080)

2017 64 62 $1,680 $895 $29,110 $39,190 $0 $0 $0 $0 ($39,190)

2018 65 63 $1,680 $895 $30,900 $70,090 $0 $0 $0 $0 ($70,090)

2019 66 64 $1,680 $895 $30,900 $100,990 $600 $1,060 $9,960 $9,960 ($91,030)

2020 67 65 $1,680 $895 $30,900 $131,890 $600 $1,060 $19,920 $29,880 ($102,010)

2021 68 66 $1,680 $895 $30,900 $162,790 $600 $1,060 $19,920 $49,800 ($112,990)

2022 69 67 $1,680 $895 $30,900 $193,690 $600 $1,060 $19,920 $69,720 ($123,970)

2023 70 68 $1,680 $895 $30,900 $224,590 $2,772 $1,060 $32,952 $102,672 ($121,918)

2024 71 69 $1,680 $895 $30,900 $255,490 $2,772 $1,060 $45,984 $148,656 ($106,834)

2025 72 70 $1,680 $895 $30,900 $286,390 $2,772 $1,060 $45,984 $194,640 ($91,750)

2026 73 71 $1,680 $895 $30,900 $317,290 $2,772 $1,060 $45,984 $240,624 ($76,666)

2027 74 72 $1,680 $895 $30,900 $348,190 $2,772 $1,060 $45,984 $286,608 ($61,582)

2028 75 73 $1,680 $895 $30,900 $379,090 $2,772 $1,060 $45,984 $332,592 ($46,498)

2029 76 74 $1,680 $895 $30,900 $409,990 $2,772 $1,060 $45,984 $378,576 ($31,414)

2030 77 75 $1,680 $895 $30,900 $440,890 $2,772 $1,060 $45,984 $424,560 ($16,330)

2031 78 76 $1,680 $895 $30,900 $471,790 $2,772 $1,060 $45,984 $470,544 ($1,246)

Break Even Point

2032 79 77 $1,680 $895 $30,900 $502,690 $2,772 $1,060 $45,984 $516,528 $13,838

2033 80 78 $1,680 $895 $30,900 $533,590 $2,772 $1,060 $45,984 $562,512 $28,922

2034 81 79 $1,680 $895 $30,900 $564,490 $2,772 $1,060 $45,984 $608,496 $44,006

2035 82 80 $1,680 $895 $30,900 $595,390 $2,772 $1,060 $45,984 $654,480 $59,090

2036 83 81 $1,680 $895 $30,900 $626,290 $2,772 $1,060 $45,984 $700,464 $74,174

2037 84 82 $1,680 $895 $30,900 $657,190 $2,772 $1,060 $45,984 $746,448 $89,258

2038 85 83 $1,680 $1,733 $25,845 $683,035 $2,772 $2,772 $39,624 $786,072 $103,037

2039 86 84 $0 $1,733 $20,790 $703,825 $0 $2,772 $33,264 $819,336 $115,511

2040 87 85 $0 $1,733 $20,790 $724,615 $0 $2,772 $33,264 $852,600 $127,985

2041 88 86 $0 $1,733 $20,790 $745,405 $0 $2,772 $33,264 $885,864 $140,459

2042 89 87 $0 $1,733 $20,790 $766,195 $0 $2,772 $33,264 $919,128 $152,933

2043 90 88 $0 $1,733 $20,790 $786,985 $0 $2,772 $33,264 $952,392 $165,407

2044 91 89 $0 $1,733 $20,790 $807,775 $0 $2,772 $33,264 $985,656 $177,881

2045 91 90 $0 $1,733 $1,733 $809,508 $0 $2,772 $2,772 $988,428 $178,920
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Schedule 2

Retirement Needs Analysis comparing two strategies and the cumulative withdrawals from your financial
portfolio each will require to meet your spending needs.

John Jane
Annual

Spending

Early Primary
Difference

John Jane
Annual

Benefits
Annual

Withdrawal
Cumulative
Withdrawal

John Jane
Annual

Benefits
Annual

Withdrawal
Cumulative
Withdrawal

63 61 $0 $1,680 $0 $10,080 ($10,080) ($10,080) $0 $0 $0 $0 $0 $10,080

64 62 $0 $1,680 $895 $29,110 ($29,110) ($39,190) $0 $0 $0 $0 $0 $39,190

65 63 $0 $1,680 $895 $30,900 ($30,900) ($70,090) $0 $0 $0 $0 $0 $70,090

66 64 $0 $1,680 $895 $30,900 ($30,900) ($100,990) $600 $1,060 $9,960 ($9,960) ($9,960) $91,030

67 65 $0 $1,680 $895 $30,900 ($30,900) ($131,890) $600 $1,060 $19,920 ($19,920) ($29,880) $102,010

68 66 $0 $1,680 $895 $30,900 ($30,900) ($162,790) $600 $1,060 $19,920 ($19,920) ($49,800) $112,990

69 67 $0 $1,680 $895 $30,900 ($30,900) ($193,690) $600 $1,060 $19,920 ($19,920) ($69,720) $123,970

70 68 $0 $1,680 $895 $30,900 ($30,900) ($224,590) $2,772 $1,060 $32,952 ($32,952) ($102,672) $121,918

71 69 $0 $1,680 $895 $30,900 ($30,900) ($255,490) $2,772 $1,060 $45,984 ($45,984) ($148,656) $106,834

72 70 $0 $1,680 $895 $30,900 ($30,900) ($286,390) $2,772 $1,060 $45,984 ($45,984) ($194,640) $91,750

73 71 $0 $1,680 $895 $30,900 ($30,900) ($317,290) $2,772 $1,060 $45,984 ($45,984) ($240,624) $76,666

74 72 $0 $1,680 $895 $30,900 ($30,900) ($348,190) $2,772 $1,060 $45,984 ($45,984) ($286,608) $61,582

75 73 $0 $1,680 $895 $30,900 ($30,900) ($379,090) $2,772 $1,060 $45,984 ($45,984) ($332,592) $46,498

76 74 $0 $1,680 $895 $30,900 ($30,900) ($409,990) $2,772 $1,060 $45,984 ($45,984) ($378,576) $31,414

77 75 $0 $1,680 $895 $30,900 ($30,900) ($440,890) $2,772 $1,060 $45,984 ($45,984) ($424,560) $16,330

78 76 $0 $1,680 $895 $30,900 ($30,900) ($471,790) $2,772 $1,060 $45,984 ($45,984) ($470,544) $1,246

Break Even Point

79 77 $0 $1,680 $895 $30,900 ($30,900) ($502,690) $2,772 $1,060 $45,984 ($45,984) ($516,528) ($13,838)

80 78 $0 $1,680 $895 $30,900 ($30,900) ($533,590) $2,772 $1,060 $45,984 ($45,984) ($562,512) ($28,922)

81 79 $0 $1,680 $895 $30,900 ($30,900) ($564,490) $2,772 $1,060 $45,984 ($45,984) ($608,496) ($44,006)

82 80 $0 $1,680 $895 $30,900 ($30,900) ($595,390) $2,772 $1,060 $45,984 ($45,984) ($654,480) ($59,090)

83 81 $0 $1,680 $895 $30,900 ($30,900) ($626,290) $2,772 $1,060 $45,984 ($45,984) ($700,464) ($74,174)

84 82 $0 $1,680 $895 $30,900 ($30,900) ($657,190) $2,772 $1,060 $45,984 ($45,984) ($746,448) ($89,258)

85 83 $0 $1,680 $1,733 $25,845 ($25,845) ($683,035) $2,772 $2,772 $39,624 ($39,624) ($786,072) ($103,037)

86 84 $0 $0 $1,733 $20,790 ($20,790) ($703,825) $0 $2,772 $33,264 ($33,264) ($819,336) ($115,511)

87 85 $0 $0 $1,733 $20,790 ($20,790) ($724,615) $0 $2,772 $33,264 ($33,264) ($852,600) ($127,985)

88 86 $0 $0 $1,733 $20,790 ($20,790) ($745,405) $0 $2,772 $33,264 ($33,264) ($885,864) ($140,459)

89 87 $0 $0 $1,733 $20,790 ($20,790) ($766,195) $0 $2,772 $33,264 ($33,264) ($919,128) ($152,933)

90 88 $0 $0 $1,733 $20,790 ($20,790) ($786,985) $0 $2,772 $33,264 ($33,264) ($952,392) ($165,407)

91 89 $0 $0 $1,733 $20,790 ($20,790) ($807,775) $0 $2,772 $33,264 ($33,264) ($985,656) ($177,881)

91 90 $0 $0 $1,733 $1,733 ($1,733) ($809,508) $0 $2,772 $2,772 ($2,772) ($988,428) ($178,920)
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Healthcare Costs in Retirement

Most retirees are concerned about healthcare costs in retirement. However, many avoid planning for
healthcare costs because both media and academic information is overwhelming. Often, though, retirees
find that their actual spending on health-related goods and services in retirement differs significantly
from projected estimates. So let’s begin with the average annual expenditures actually reported by
retirees.

The U.S. Bureau of Labor Statistics completes periodic surveys of American consumers related to actual
expenditures – including expenditures on health insurance, out-of-pocket healthcare, and other related
expenses in retirement.  According to 2014 actual spending data, the average consumer over age 651

reports the following expenditures on health-related services:

Insurance premiums (including Medicare Part B and Medicare Part D) $3,951
Prescription drug out-of-pocket expenditures $721
Medical services (including dental and vision out-of-pocket expenses and medical supplies
not covered by insurance)

$1,181

TOTAL annual expenditures on healthcare $5,853
U.S. Bureau of Labor Statistics Consumer Expenditure Survey, 2014.1

The allocation for health-related expenditures as compared to the total spent is:

As you can see from the chart above, insurance premiums account for the largest percentage of
health-related expenditures; however, when compared to the average consumption of health services
while in retirement, insurance premiums are essential. According to the Urban Institute in 2014, the
average married couple receives lifetime Medicare benefits of about $427,000. The average single male
receives about $197,000 in benefits, while the average single female receives about $230,000.

Costs for health-related services are certainly dependent on a number of factors including your health
status, family history, age, employer-provided services, geography, and even your marital status. This
report assumes that you fall into the average expenditures listed above. If you believe your actual
expenditures will be more, you should plan accordingly. In addition, we’ve assumed that your income in

Insurance 
Premiums 70%

Prescription, 
out-of-pocket 

14%

Medical 
Services 16%
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retirement falls below the lowest threshold and you will not be subject to higher Medicare premiums
based on income.

Your Expected Healthcare Costs in Retirement

Based on your life expectancy of 85 for John and 90 for Jane , you should plan for the following
health-related expenditures in retirement:

John: $117,060 (cumulative lifetime total in today's dollars)

Jane : $146,325 (cumulative lifetime total in today's dollars)

To arrive at these amounts, we calculated the number of years between Medicare eligibility at age 65 and
your estimated life expectancy, then we multiplied by the annual expenditures reported to the U.S.
Bureau of Labor Statistics in 2014. Your actual expenditures may be more or less than this projection.

The amounts above are in current dollars and are not adjusted for inflation. However, according to the
Kaiser Family Foundation, healthcare costs over the past 25 years have risen at an average of more than
6% per year. Future costs are expected to rise at about the same rate over the next decade, it's important
to work with your financial professional to plan for these expenses.

Medicare Expenses

Introduction

As you develop and manage plans for your future, medical insurance is a key component of your financial
stability. To this end, as you approach age 65 you should become knowledgeable about Medicare
coverage and what you need to do to ensure uninterrupted coverage and/or late enrollment premium
penalties, regardless of your current medical coverage and work status.

Recommended Medicare Enrollment Dates

John and Jane , by enrolling during the enrollment period below – or in your special enrollment period
after employer coverage ends – you will avoid gaps in coverage and late enrollment penalties.

Based on the birth date (s) you provided, your Medicare enrollment dates are below.

John should enroll for Medicare coverage between April 2018 and October 2018.
Jane should enroll for Medicare coverage between November 2019 and May 2020.

Medicare Categories

Like Social Security, Medicare can seem overwhelming. Medicare has 4 categories of coverage: parts A, B,
C and D.

 is “hospital insurance” and helps pay for inpatient hospital care, skilled nursing facilities, hospicePart A
care, and some home health care. Because people usually pay for Part A coverage through a federal
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Medicare tax while working (1.45% of wages), most don't pay a deductible or monthly premium after age
65. However, if you did not pay Medicare taxes while working, you may still be able to purchase Part A
coverage.

 is “medical insurance” and helps pay for doctors’ visits, outpatient hospital care, physical andPart B
occupational therapy and some home health care. Part B coverage requires payment of a monthly
premium. Premiums are set annually, and the premium is adjusted based on income thresholds.

 combines Part A, Part B, and, sometimes, Part D (prescription drug) coverage. These plans arePart C
called Medicare Advantage Plans and are managed by private insurance companies approved by
Medicare. Rates for Plan C, and the coverage included, vary by carrier.

 provides coverage for prescription drug benefits. Plans vary by cost, number of drugs covered andPart D
pharmacies on each plan, but all plans must meet a minimum standard for drug coverage set by Medicare.
The average monthly premium is around $40, ranging from $15 to $130 monthly.

“Medigap” policies are available to people who do not purchase a Medicare Advantage Plan. Medigap
plans will cover payment for some costs not covered by Parts A, B and D.

Even if you have a plan for each of the parts A, B, C, and D, not all medically-related services will be
covered. Most notably, long-term (or custodial) care is not covered. Cosmetic surgery and alternative
therapies such as acupuncture are not covered. And most plans do not cover dental or vision care, or
hearing devices.

In determining what coverage you will need, you should create a list of services that are important to you
or any medical condition you may have. In your evaluation of your options, make certain these services
are covered by any plan you are considering. The website  can provide additional helpwww.medicare.gov
in comparing plans.

Important Medicare Enrollment Dates:

Understanding Initial and Special enrollment dates, and requirements for each, is important.

If you are planning to enroll in Medicare, the enrollment dates are critical for you in order to avoid delayed
Whencoverage which could result in a period of time with no coverage or a late enrollment penalty. 

you're first eligible for Medicare, you have a 7-month Initial Enrollment Period to sign up. For example, if
you're eligible when you turn 65, you can sign up during the 7-month period that begins 3 months before
the month you turn 65, includes the month you turn 65, and ends 3 months after the month you turn 65.
If you didn't sign up for Medicare when you were first eligible, you can sign up during the General
Enrollment Period between January 1–March 31 each year and your coverage will start July 1.

If you incur a late enrollment penalty, it is permanent, meaning that your premiums will forever bear the
added penalty. The penalty is 10% of the effective premium amount for each year you have no coverage.
Here is an example:

John was quite healthy when he retired from work at 64, so he chose not to continue his employer
coverage after leaving. He knew he would be able to enroll in Medicare at some point when he needed
coverage. When John turned 65, he was still very healthy and decided to forego Medicare enrollment. But

http://www.medicare.gov
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when John turned 67, he wasn’t quite as healthy and decided to enroll in Medicare. To John’s surprise, his
late enrollment – two full years after his eligibility – carried a 20% penalty, 10% for each year he had no
coverage. And the penalty was 20% of the new, increased premium each year.

Important Note for Those Still Working, Collecting Employer Long Term Disability or Covered Under
COBRA: John and Jane , if you are still working and will be covered by an employer-sponsored healthcare
plan with a company of 20 or more employees when you reach age 65 and won’t need Medicare right
away, the recommend enrollment dates might not apply to you. However, should your employer
coverage end (including employees on Long Term Disability or covered under COBRA), you will be subject
to a special enrollment period of eight months that begins when you leave work or when your coverage
ends, whichever occurs first. The following caveats should be kept in mind:

COBRA is not considered as coverage for the purpose of calculating when healthcare coverage
ended.
Some employer retiree medical insurance plans require you to sign up for Medicare when you are
initially eligible, and Medicare then becomes the primary payer in coordination of benefits. You
should speak to a benefits representative with your employer to determine if you might be
required to enroll in Medicare for coordination of benefits.
Under some group retiree plans, if you select a Part D offering, you could forfeit some or all of your
retiree medical coverage for you and all your dependents. Be sure to know your specific plan
benefits and rules.

Medicare Part B Premiums:

The amount of your Medicare premium is determined each year using a benefit formula from the 1997
Balanced Budget Act which set the premium at 25% of the total program costs. In other words, the Part B
premiums are calculated by dividing 25% of the actual cost of care and administration of the plan by the
number of projected participants in the program. The remaining 75% of program costs are financed
through general revenues.

Those with a modified adjusted gross income over $85,000 if you are single and $170,000 if you are
married are assessed on income-related threshold adjustment and pay a higher premium for Medicare
Part B. In addition, the premiums you pay for Medicare Part B are determined based on your income two
years prior. For example, if you are enrolling in Medicare Part B for the first time in 2016, your income
thresholds will be based on the income reported on your 2014 IRS tax return. If your income has gone
down since that time, you may request a reduction in the income-related threshold adjustment by
completing a form SSA-44 available from the Social Security Administration.

In 2016, the standard Part B premium will be $121.80. You will pay this amount if:

You enroll in Medicare Part B for the first time in 2016, and
You were not already receiving Social Security benefits at the end of 2015, and
Your income falls below the lowest threshold in the table below.

If you were already enrolled in Medicare prior to 2016 and were receiving Social Security payments (and
your income threshold did not surpass the lowest level below), your premium will remain unchanged
from the 2015 amount. This is because there was no cost of living adjustment (COLA) for Social Security
recipients for 2016, and you are not required to pay the higher premium.
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2016 Part B Premiums

If you are Single with a
Modified Adjusted
Gross Income of:

If you are Married filing
jointly and have a
Modified Adjusted
Gross Income of:

If you are Married but
filing separately

and have a Modified
Adjusted Gross Income of:

Your Medicare Part B
premium per person

will be:

$85,000 or less $170,000 or less $85,000 or less $121.80

$85,001 - $107,000 $170,001 - $214,000 $170.50

$107,001 - $160,000 $214,001 - $320,000 $243.60

$160,001 - $214,000 $320,001 - $428,000 $85,001 - $129,000 $316.70

More than $214,000 More than $428,000 More than $129,000 $389.80

(These amounts are for 2016 only, and apply only to those who meet the criteria in the prior section of
this report.)

If you are already collecting Social Security benefits at the time you begin Medicare coverage, your
premiums will be automatically deducted from your Social Security payment each month. If you are not
receiving Social Security benefits, you must pay your Medicare premiums by check, credit card or
automatic draft from a bank account.

You can find additional information about Medicare and its associated coverage at .www.medicare.gov

Incorporating Long-Term Care into Retirement Planning

The health-related costs we included in this report do not include costs you may incur for long-term care,
and Medicare does not pay for most long-term care needs. Not everyone will need long-term care, but the
longer you live, the greater your chances of needing some sort of assistance with daily activities.
Additionally, specific medical conditions can increase your need for long-term care.

There are four basic types of long-term care:

Remaining at home and hiring a service for household or care-related tasks—or asking family and
friends to help out.
Adult day services facilities that provide respite care for seniors, as well as support services for
families.
Assisted living facilities which are residential facilities that offer healthcare and personal services.
Skilled nursing facilities that provide around the clock medical and personal care to residents.

Many people rely on family for care, most often for short-term care needs. Others are able to combine
help from a service, part-time nurse, and/or adult day center to reduce the costs of long-term care or to
delay the onset of full-time care.

http://www.medicare.gov
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According to the U.S. Department of Health and Human Services Administration on Aging, the average
annual expenditures for long-term care across the United States are: 

Average Annual Expenditures for Long-Term Care
Adult Day Services (5 days per week, 52 weeks) $17,420
Assisted Living Facility (private one-bedroom, 52 weeks) $39,516
Home Health Care -- Homemaker Services (42 hours per week, 52 weeks) $41,496
Home Health Care -- Home Health Aide (42 hours per week, 52 weeks) $45,864
Nursing Home -- Semi-Private Room (365 days in residence) $74,820
Nursing Home -- Private Room (365 days in residence) $83,580

It’s critical to plan for long-term care needs, even if you don’t expect to have them. Of course, your first
defense is to remain healthy as long as possible. In addition, you should begin to consider your
opportunities for securing care, such as:

Family and friends;
Self-funding from your savings;
Purchasing long-term care insurance;
Purchasing a life insurance policy with a long-term care rider;
Moving into a continuing care facility where you can transition from independent living into a
skilled nursing facility at the appropriate time;
Securing a reverse mortgage or home equity loan as a last resort.

Planning for Healthcare in Retirement

While the numbers related to healthcare in retirement can be shocking, it’s important that you begin to
plan as early as possible. Now that you have an idea of the costs you can expect over your retirement
horizon, you can begin taking a few steps in preparation:

If you haven’t already, commit to a healthy lifestyle. Moderate amounts of exercise and modest
changes in eating habits can turn into significant health benefits.
Discuss healthcare costs with your financial professional. These costs should be a part of your
retirement income and spending plan.
Prepare for unexpected expenses by setting aside savings dollars for potential healthcare needs.
Do your homework. Learn what Medicare plans cover, as well as available resources in your
community that can help you save on costs.
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Case Study: The Impact of Starting Date on Other Assets

Choice of starting date can affect portfolio longevity. As we've demonstrated in the information in this
Social Security analysis, the amount of your Social Security benefit can be significantly impacted by
controllable factors. This case study illustrates the additional longevity that is possible by judiciously
choosing the date you begin Social Security benefits. The case study assumes Mary, a 62-year-old single
individual, retires from work in January 2010. Mary has $600,000 in a 401(k) and wants to know how long
her financial portfolio may last if she spends $38,000 after taxes in the first year and an inflation-adjusted
equivalent amount each year thereafter. She will follow one of five strategies that vary only in the date
that she begins Social Security benefits, and the outcome of each is depicted in the graph below.

In Strategy 1, Mary begins benefits at age 62, and her portfolio runs out of money at the end of 2039. The
Strategy 1 line is the highest in the early years but it runs out of money before the others. In Strategies 2
through 5, Mary begins Social Security at, respectively, ages 64, 66, 68, and 70. The Strategy 5 line is the
lowest line in the early years but it runs out of money last. By delaying the start of Social Security benefits
until 64, 66, 68, or 70, she can extend the portfolio's longevity by, respectively, 1+, 3+, 6+, or 9+ years,
where 1+ indicates that the portfolio provides full funding for one more year plus part of a second. Thus,
beginning benefits at 70 instead of 62 extended the portfolio's longevity by more than nine years.

This case study assumes the assets earn 5% per year with inflation at 3% per year. The individual begins retirement on
her 62nd birthday at the beginning of 2010. Her Primary Insurance Amount is $1,500 and her Full Retirement Age is
66. This example assumes each year's taxes are based on current tax brackets, standard deduction amounts,
personal exemption amounts, and a deduction amount for being 65 or over, all adjusted each year with inflation. It
uses the three IRS formulas to calculate the taxation portion of Social Security benefits. It is for illustrative purposes
only and does not constitute advice.
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Important Disclosure

The Balanced Budget Act of 2015 created changes to the rules of Social Security. These rule changes, as
interpreted by Social Security Solutions, Inc., have been implemented in the software that produced this report.
However, at the time of the printing of this report, the Social Security Administration had not released definitive
policies regarding the rule changes. Therefore, it remains possible that there will be additional changes to the
rules and to the software at a later date. You should not proceed with any claiming strategy without seeking
advice from a qualified financial professional. 

This report is for informational purposes only. All the information provided is based on Social Security rules, benefit
calculations, and payout promises of existing Social Security policy at the time this report was printed. The purpose of the
report is to educate and give general guidance to help craft a personalized approach to taking Social Security.

The Social Security claiming strategy highlighted in this report was generated based on information you provided. That
information included estimates of your and, when applicable, your spouse's Primary Insurance Amount, life
expectancy(ies), and date(s) of birth. If this information you provided, including your life expectancy projection(s), should
prove wrong after the fact, then the primary strategy may not be the best strategy after the fact. Before selecting this or any
other claiming strategy, you should analyze and compare it with other scenarios generated by your financial professional.
The optimal strategy for a specific client depends, in part, on that client's tradeoff between the goals of maximizing
expected lifetime benefits and minimizing the risk of outliving his or her financial assets. As such, it is ultimately the
responsibility of the client to carefully consider the primary strategy before adopting it as his, her or their own. This report
should be used only as a general guideline and not as the ultimate source of information about Social Security claiming
strategies.

This report was created using software developed by Social Security Solutions, Inc. Social Security Solutions, Inc. shall
have neither liability nor responsibility to any person or entity with respect to any loss or damage caused, or alleged to be
caused, directly or indirectly, by information contained in this report.

This report and the analysis here within are based on certain assumptions selected by the financial professional who
produced this report using our software about future economic conditions and events that may not turn out to be correct.
The analysis in this report assumes the average wage growth will follow the predictions laid out in 2014 Intermediate, a
cost of living adjustment in the amount of 0.0 percent will be given each year in the future, and future dollar amounts are
discounted at a rate of 0.0 percent. Social Security Solutions, Inc.is under no obligation to update such written statements
if conditions change or unexpected occurrences happen to affect the report afterwards.


