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I Want You
to be smart
about claiming
Social Security

www.myabaris.com

@myabaris

help@myabaris.com

(888) 248-8995

If you’re nearing retirement, or simply just following the
news, you’ve probably heard more about Social Security
recently than ever before.
No “COLA” increase in 2016? The Social Security Trust Fund running out in the next 25 years?
The end of file-and-suspend?

Funding Status of The Social Security Trust Fund
Combined OASI and DI Trust Fund assets as a percentage of program cost,
1990-2008, projected under alternative assumptions, 2009-2085
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Source: 2009 Social Security Trustees Report, Figure II. D6 and Table IV.B3.
Notes: Alternative I = low-cost assumptions; alternative II = intermediate assumptions;
alternative; III = high-cost assumptions.

How do you make sense of it all? It’s not simple. Social Security is an important source of your
guaranteed retirement income. It’s especially important given the decline of employer pensions
and our longer lifespans. More Americans than ever rely on Social Security as their predominant
source of retirement income.
Read on to get smart about the health of the Social Security system, to learn how to maximize your benefits and to understand how Social Security can fit into a broader retirement
income plan.
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Letter From The Abaris Founders

Letter
From
The
Social
Security
is complicated,
but it’s easier than
Abaris
ever
to get Team
accurate information, sound advice and
sophisticated planning tools.
Retirement planning has always been difficult, but it’s now more

We wrote a blog post before launching our company called “Social Security: Retirement Planning
challenging than ever. In the United States, we’ve created a retirement
With The Government’s Annuity.” Those were early days for us and well before we launched our
system that requires people to do more planning on their own than
product, but it immediately became the most heavily trafficked part of our website. We took notice.

ever. Specifically, 401(k)s, IRAs and other retirement plans require
to accurately predict how long you’ll live (and therefore how long
Retirement planning is you
complicated. It’s not easy to figure out how to stow money away when you’re just
money
needs
to last).orThat
used
to be something
your
employer
starting a career, havingyour
a family,
paying
for college
caring
for parents.
It’s also hard
to know
where to
(with pensions)
for you.
invest your money to minimize
fees and did
maximize
risk-adjusted returns. But that’s only part of the puzzle.
Retirement income is often
thepolicymakers
most difficulthave
part recognized
of the process.
How do you
money
Luckily,
this challenge
andturn
are the
working
to you’ve
help
saved for retirement into
a guaranteed
incomeyou
stream?
good and
news
in this area.
make
it easier forlifetime
you to ensure
don’tThere’s
outlive some
your money.
In July
2014,
First, the bad news. Fewer
people
today
have
pensions;
a
source
of
lifetime
income
that
Americans
the Treasury Department finalized rules allowing for the purchase of longevityhave
historically relied upon.insurance in 401(k) and IRA plans. In doing so, they provided an exemption
to the Required Minimum Distribution rule that requires annual distributions
Now, the good news. Social
Security
is just
beginning
at age
70 as
½. reliable a source of guaranteed income as ever. As pensions
have declined and the reliance on self-directed investing has increased, Social Security holds a coveted
role as one of the only defined
benefit
sources
In the year
since,income
the market
hasleft.
developed significantly. Seven insurance
companies have released products that allow retail investors to buy QLACs
But the Social Security program
complicated
inside of is
their
IRA plans.and changing quickly. In the budget deal signed into law
in November 2015, some important Social Security strategies were ended and the advice about how to
claim Social Security changed
as a result.
Our mission
is to educate consumers to help them determine how to more
effectively plan for their retirement and appropriately diversify their portfolio
So what’s one to do? Read the rest of our guide for starters! We’ve written it to be actionable.
so it matches their goals and risk tolerance. In the spirit of education, we’ve
Here’s what you’ll find inside:
put together this guide. Don’t be daunted by its length. We’ve organized it so
that
even
if you only
get a couple pages through, you’ll still be a much more
• The Basics Of The
Social
Security
Program
informed and savvy consumer.
• What Recent Changes To Social Security Mean For You

• How To Decide When
Take
Social
Security
If youTo
have
any
product
questions or inquiries about the services Abaris
offers,
feel free
to call us at (888) 248-8995 or email us at help@myabaris.com.
• Ways To Supplement
Social
Security
We hope you find this guide helpful. Please don’t hesitate to contact us with any questions or to schedule
Sincerely,
your own retirement income
consultation.

Matt Carey
CEO and Co-Founder

Nimish Shukla, CFA
COO and Co-Founder
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Social Security: More Important Than Ever
For over eighty year, Social Security has provided Americans like you with a stream
of guaranteed income that gives certainty in retirement and makes budgeting easier.
We get it. For many individuals, the road to retirement can be a bumpy one. For one thing, retirees have fewer
sources of guaranteed income. Defined benefit pension plans are going the way of the dodo. Thirty-five years ago,
nearly two-thirds of private sector workers with a retirement plan had a pension. These days, fewer than 1 in 10
private sector employees can say the same.

The growing scarcity of pensions has forever altered the retirement planning conversation for
retirees, both current and future. Workers were once able to count on guaranteed income from
their employer for the remainder of their lives. The reality is that now more of the responsibility
rests on your shoulders.
Top Quartile*
Mean income

$78,180
Other 3%

Assets
14%
Pensions
22%

Social
Security
18%

Earnings
44%

Increasingly, retirees are cobbling together different sources of income – a patchwork of personal savings, 401(k) spending, part-time work and annuities – to ensure they have enough
money to last them through retirement.

Enter Social Security, your source of steady guaranteed retirement income benefits. In short,
it’s peace of mind in your golden years. The U.S. government’s retirement program is more
important than ever as retirees aim to maximize their income and ensure they have enough
to last for a retirement of 25-35 years (or even longer).

But few Americans know how to optimize their benefits and maximize the amount they will
collect in retirement. Even fewer people actually understand how the program works.

Don’t just take our word for it though. In 2015, MassMutual administered a Social Security
quiz to more than 1,500 individuals. Only 28% of those participants received a passing grade.

Yes, Social Security can be complex, but with a little bit of legwork and research,
you too can learn how to make the most of our nation’s retirement income program.

* Note: Percentages don’t add up to 100 due to rounding.
© 2016, ABARIS FINANCIAL INC.
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III.

Your Social Security Action Plan
No matter your age or financial situation, it’s never too early to learn how to make Social
Security part of your retirement income plan! Consider this guide to be your roadmap.
Begin with these easy steps:
Understand the rules. Do your homework on the details of Social Security
eligibility. The earliest age at which you can sign up for benefits under Social
Security is 62. However, most people aren’t eligible for full benefits until age
66. Those who hold off on collecting benefits until age 70 receive what’s called
a Delayed Retirement Credit that will boost their Social Security income by 8%
each year they wait past Full Retirement Age. Also, the rules for claiming spousal
benefits and certain claiming strategies are evolving. More on this later on
in the guide.
Figure out your expected longevity. At some point in your retirement planning
process, you’ll have to determine when the right time is to claim your Social
Security benefits. One factor in that decision is figuring out how long you’re likely
to live in retirement. Use our tool to get an estimate. If you have good reason to
believe you may live into your 90s, perhaps it may make sense to defer on claiming Social Security until age 70, so that you benefit from Delayed Retirement
Credits.
Assess your financial situation on your own or with an advisor. The status
of your personal finances is an important factor in deciding to claim Social Security.
If you decide to wait until age 70 to claim benefits, do you have other sources of
income that will last you – and allow you to maintain your lifestyle – until then?
If you claim a reduced benefit early, what’s the risk that you run out of money
if you live longer than you expect?
Apply for a Social Security account. Details on your Social Security benefits
are now available on the web! Sign up for a free My Social Security account at
www.ssa.gov to track and verify your earnings, obtain an estimate of your future
benefits, manage your benefits and start or change your direct deposit. You can
do this at any age.
Continually adjust your retirement income planning to account for your
Social Security benefits. If you’re still working, the Social Security benefits
picture may change between now and retirement. For instance, recent changes
that were signed into law in November 2015 will give married couples fewer
options for claiming Social Security, and pre-retirees who hoped to use “file and
suspend” as a retirement income strategy will no longer be able to do so. These
© 2016, ABARIS FINANCIAL INC.
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The Basic Features of Social Security
Learn the basics about the Social Security program and who is eligible for benefits.
Social Security has been an essential source of financial support for Americans for the last 80
years, going back to 1935 when President Franklin D. Roosevelt signed the Social Security Act into
law. Social Security, which is technically known as the Federal Old-Age, Survivors and Disability
Insurance program, offers benefits to survivors and the disabled, as well as a guaranteed stream
of income to retirees. In the context of this guide, we will focus on the part of Social Security aimed
at retirees.
Let’s dig in and cover the most important aspects of the program that apply to you. To start, let’s
cover how the Social Security Administration actually determines your income benefit.
Your eligibility is based on the length of your career. Before you can collect Social Security
benefits on your own work record, you must have contributed to the program. This means that
you must have worked for at least 40 quarters or 10 years, and you must have been paying toward
Social Security through your payroll taxes over that period.
When you apply for Social Security also matters. You can apply for Social Security retirement
benefits as early as three months before your 62nd birthday. But just because you can apply early
for benefits, it doesn’t mean you should. If you take your benefits at age 62, you’ll receive a reduced
stream of income from Social Security for the remainder of your life. Your decision to claim early
will also crimp the income benefits your spouse can collect based on your work record, too.
Your birthday is key to determining your Full Retirement
Age – the age at which you can collect a full benefit.
There are three ages for retirees to know when it comes
to claiming Social Security benefits, be it on their own record
or on a spouse’s work record. Below is a chart of Full Retirement
Age based on your date of birth. Read more about when
to claim benefits in the section When Should You Take
Social Security?

© 2016, ABARIS FINANCIAL INC.
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Year of Birth *

Full Retirement Age

1937 or earlier
1938

65
65 and 2 months
65 and 4 months

1939
1940
1941
1942
1943-1954
1955
1956
1957
1958
1959
1960 and later

65 and 6 months
65 and 8 months
65 and 10 months
66
66 and 2 months
66 and 4 months
66 and 6 months
66 and 8 months
66 and 10 months
67

Note: If you were born on January 1st of any year you should refer to the previous year. If you were born on the 1st
of the month, the Social Security Administration determines your benefit (and your full retirement age) as if your
birthday was in the previous month.

Your spouse and perhaps even your ex-spouse can qualify for benefits! Your immediate family
members might qualify to receive Social Security benefits based on your work record. For instance, your
current spouse – even if he or she has never contributed to Social Security through payroll taxes – may
still be eligible to receive spousal benefits.
There are some limitations, of course. The earliest that someone can claim spousal benefits is age 62.
But again, an individual who takes spousal benefits that early will receive a reduced stream of income.
On the other hand, a spouse who waits until Full Retirement Age to claim those benefits is eligible for
50% of the spouse’s income benefit – the maximum spousal benefit amount. An important note: Spousal
benefits do not earn Delayed Retirement Credits.
If you are divorced, you can still qualify for spousal income benefits based on your ex’s work record, even
if he or she has remarried. However, you have to meet certain conditions first. For instance, your marriage
had to have lasted at least 10 years. You must also be unmarried, at least age 62 or older, and your ex must
be entitled to receive Social Security Benefits. Finally, the benefit you would otherwise receive under your
own work record must be less than the benefit you would receive based on your ex’s record.

© 2016, ABARIS FINANCIAL INC.
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What Changed About Social Security in 2015?
As part of the budget deal passed by Congress and signed by President Obama
in November 2015, the Social Security program will look very different in 2016.
2015 was a turning point for Social Security benefits, as President Barack Obama signed the Bipartisan
Budget Act into law on Nov. 2. This piece of legislation will ultimately limit two key Social Security maximization strategies that retirees have been using for years: “file and suspend” and the “restricted application.”
The new law and its limitations on Social Security will take effect 180 days after enactment – April 29, 2016.

Old rules

New rules

File and suspend is a claiming strategy that
married couples can use. Here’s an example of
how it works: John, 66, is married and at Full
Retirement Age. To maximize Social Security, he
will now file for benefits and suspend receipt of
that income. Meanwhile, Jane, his wife, files for
spousal benefits and receives them. Because John
has held off on receiving his own Social Security
benefits, he will receive Delayed Retirement Credits
that will increase his income stream by 8% for each
year he continues to delay receipt of benefits,
up until age 70.

Individuals who are already 66 or who will reach their
66th birthday by April 29, 2016 – the date when the
new rules are in effect – can still file and suspend
under the old rule set. These individuals will also have
the right to claim a lump sum payout of suspended
benefits up to age 70.

Another strategy is the use of the restricted application. This is how it works: At age 66, Erin, who
is married, has reached Full Retirement Age. She
decides to file a restricted application so that she
only receives a spousal benefit. This way, Erin will
receive a spousal benefit while allowing her own
Social Security benefit to accumulate Delayed Retirement Credits up until age 70.
Finally, individuals have the option of filing and suspending their own Social Security income benefits
and later claiming a lump sum payout of suspended benefits up until age 70.

© 2016, ABARIS FINANCIAL INC.

What if your 66th birthday doesn’t come until after
the effective date of the regulation? In that case, you
can still file and suspend your own benefits, allowing
them to earn Delayed Retirement Credits up until
age 70. But you will NOT be able to have other family
members – including your spouse – collect on your
work record while your benefits are suspended. Your
husband or wife can only collect spousal benefits if
you are currently receiving your own benefits.
Those who are age 62 or older by the end of 2015 can
still benefit from claiming strategies. If you are at least
62 by the end of the year, you can still file a restricted
application – that is, to claim just spousal benefits
– provided your spouse has either already claimed
Social Security or will file and suspend prior to the
April 29, 2016 deadline.
If you’re under age 62 by the end of 2015, deeming
rules will apply to your Social Security benefits. In
that case, if you are eligible for a spousal benefit and
a benefit under your own work record, you will have
to file for both at the same time. Social Security will
give you the greater of these two benefits.
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When Should You Take Social Security?
Be aware of three key numbers when deciding the best time to claim Social Security!
And some more information you need to know.
Debating whether to claim early, at Full Retirement Age, or delay until age 70? Despite Social Security’s impending changes, it still makes sense for many people to
wait until beyond Full Retirement Age to collect income benefits.
In this section we explain why.
Let’s start at the basic definition of Full Retirement Age (as defined by the Social
Security Administration): “Full retirement age is the age at which a person may first
become entitled to full or unreduced retirement benefits. No matter what your
full retirement age (also called "normal retirement age") is, you may start receiving
benefits as early as age 62 or as late as age 70.”
So, what that means is that the newly and nearly-retired should be aware of three
major ages: 62, Full Retirement Age, and 70.
Percentage of Insured Individuals Turning
62 Who Claimed at 62, by Claiming Year

Early Retirement Age
The minimum age to receive Social Security Retirement Benefits is 62.
However, individuals who claim Social Security at age 62 pay dearly for
taking their money early. Their retirement benefit can be reduced by as
much as 25% relative to someone who waits until Full Retirement Age,
according to data from the Social Security Administration. The reduction
in income benefits lasts for the duration of that individual’s life. Because
the reduction in benefits from claiming early is so steep, fewer Americans
than ever are claiming early.
Full Retirement Age
Retirees who wait until Full Retirement Age to claim Social Security are eligible to receive their full retirement benefit for the remainder of their lives.
For the bulk of Baby Boomers, Full Retirement Age is typically around age 66.
Delayed Retirement Credits and Age 70
Do you think you might have a long life in retirement? If you’re a non-smoker in good health, that’s probably true. If so, it may pay to wait to claim Social
Security. In the period between the Full Retirement Age of 66 and age 70,
retirees collect what’s known as Delayed Retirement Credits – an increase to
Social Security income for each month a retiree postpones a benefit claim.
In all, the Delayed Retirement Credit can boost income by 8% for each year
that an individual waits to claim Social Security after Full Retirement Age, up
until age 70.

57%

62%
36%

1985

Men
Women

40%

Source: Center for Retirement Research at Boston
College

2013

Your Dollar Payout, Assuming a $1,000
Retirement Benefit at Full Retirement Age
Multiply Your
Full Retirement
Benefit By in %

$1,320

130

$1,240

120

$1,160

110
100

$1,080
$1,000

90
80

$750

70
62 66

67 68 69 70

Your Age When You Begin
Receiving Social Security
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Factors to Consider When Deciding Whether to Wait
But does it always make sense to wait? Consider the following factors when you make your decision.
Your Expected Longevity
If you think you may have a long life in retirement, then
you’ll need to maximize your income and ensure it lasts
you for the rest of your life. Get an idea of how long you
may live by checking out Abaris’ Longevity Tool, which is
available here.
Your Marital Status
Single applicants benefit from delaying the receipt of
their own benefits. But did you know that your spouse
could also benefit from waiting to claim spousal benefits? Your husband or wife can take spousal benefits
as early as age 62, but that may result in a benefit that’s
as little as 1/3 of the amount you’re eligible to receive.
If your spouse defers until Full Retirement Age, then he
or she can collect a stream of income that’s equal
to 50% of your Social Security benefit.
How Quickly Do You Need The Money?
Personal circumstances play a major role in the timing
of Social Security benefits. Indeed, sometimes retirees
end up in situations where they have to begin receiving
their income as early as possible. An individual who is
forced to retire earlier than anticipated due to layoffs
or illness, or who is terminally ill, may need to receive
Social Security benefits earlier.

Some Frequently Asked Questions
About When To Claim
What If You Claim Early and Keep Working?
If you are under Full Retirement Age and you make
more than Social Security’s yearly earnings limit
($15,720 in 2015), Social Security will reduce your benefit. If you are under Full Retirement Age for the entire
year, $1 will be deducted from your benefit payments
for every $2 your income exceeds the earnings limit.

© 2016, ABARIS FINANCIAL INC.

In the year in which you reach Full Retirement Age,
Social Security will deduct $1 in benefits for every $3
you earn over a different limit ($41,880 in 2015). This
penalty only applies to earnings before the month
you reach Full Retirement Age.
After you reach Full Retirement Age, you can receive
Social Security benefits with no limit on your earnings.
What If You Take Income Early and Change
Your Mind?
In the event you initially decide to take Social Security
benefits early, and you later decide you should have
waited to claim, you can withdraw your application
within the first 12 months of starting to receive income.
You will have to repay the amount that has already
been paid to you. After that, you can start benefits at
a later date and receive a boost to your income from
Delayed Retirement Credits.
What Is The Tax Treatment On Social Security
Benefits?
Did you know that up to 85% of your Social Security
benefits could be subject to income taxes? The extent
to which your benefits are subject to taxes depends on
your Modified Adjusted Gross Income (MAGI), which
considers earnings, pension income, taxable interest
and dividends, plus non-taxable interest and half of
your Social Security benefits.
The sum of MAGI, non-taxable interest and half of
your Social Security benefits is called your “combined
income.” Single people with combined income of less
than $25,000 ($32,000 for married couples) will have
0% of their Social Security benefits taxed. Single people
with a combined income between $25,001 and $34,000
($32,001 to $44,000 for married couples) will have 50%
of their Social Security benefits taxed. Finally, single
people whose combined income exceeds $34,000 and
married couples with a combined income over $44,000
will have 85% of their Social Security benefits taxed.
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Claiming Strategies in Practice
Here are some examples of when people should consider starting Social Security
based on their specific circumstances.
A raft of changes is right around the corner for Social Security, so now is a good time to take a step back, assess
your situation, and determine whether you can still take advantage of Social Security maximization strategies
and, more generally, what your Social Security approach should be.

Example 1:

Example 2:

John and Mary will celebrate their
66th birthdays in February 2016.
John, the breadwinner, has been
planning to file for Social Security
benefits, thus enabling Mary to
file for spousal benefits. John will
then suspend receipt of his income
benefit until he turns age 70, thus
benefitting from delayed retirement
credits that will boost his income by
8% each year he defers receipt of
Social Security.

Janet is 64, and she’s still working. She has never been married, and
she would like to get the biggest bang for her buck once she decides to
stop working. Janet decides that when she reaches Full Retirement Age
at 66, she will opt to hold off on receiving Social Security until she is 70.
Over the course of that four-year period, her income benefit will grow by
8% for each year she defers Social Security.

A couple that is still eligible
for file and suspend

In this scenario, file and suspend is
still valid for John and Mary. This is
because the law that will end the
use of file and suspend strategies,
as well as use of the restricted application, will go into effect on April
29, 2016. In order to be eligible to
use the file and suspend strategy,
a couple must have been born no
later than May 1, 1950.

© 2016, ABARIS FINANCIAL INC.

A single person who would like to maximize
her Social Security income

It’s worthwhile for many singles to wait to claim Social Security benefits
and receive delayed income credits. One thing that’s worth noting
here: Prior to the 2015 changes to Social Security, Janet would have
been able to file and suspend at 66 – even as a single person – allowing
her benefit to grow for each year she deferred up until age 70. Under
that arrangement, if a situation arose in that interim period and Janet
needed the money she had deferred, she could retroactively claim the
suspended benefits as a lump sum.
Under the new regime, Janet would not be able to file and suspend her
benefits, and then receive that lump sum if she reinstated the income.
That option is not available to anyone who files and suspends after
April 29, 2016.
Under the new law, those who hit their 66th birthday and who file
and request suspension of their benefits prior to that deadline will
be allowed to do so. In this case, Janet, at 64, is too young to be grandfathered into the old regulation.
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Example 3:

A divorced couple under the new set of Social Security rules
Sam, 67, and Carly, 62, have divorced after 25 years of marriage.
They have not remarried. Carly would like to maximize her Social Security
income. She can start collecting spousal benefits on Sam’s work record
once she reaches age 66, allowing her own retirement benefit to grow
and accumulate delayed retirement credits until she turns 70.
Luckily for Carly, married couples – and divorcees who were hitched for at
least 10 years – are grandfathered under the old Social Security rules. A current spouse or ex can claim spousal
benefits when he or she reaches age 66, provided he or she is at least 62 by the end of 2015. For divorcees, the
individual claiming an ex’s spousal benefit cannot have remarried.
The new rules for those who are under 62 at the end of 2015 aren’t as generous. Those individuals will lose
the right to claim only spousal benefits. Instead, when they claim Social Security, they will get the higher of
their spousal benefit OR their own benefit based on their work record.

Example 4:

A widow who wishes to collect survivor’s benefits
Maria is 66-year-old widow. She is at a retirement planning crossroads.
Maria can either opt to collect Social Security on her work record or she
can apply for spousal benefits under the work record of her deceased
husband Charles. Fortunately, Maria can opt to claim survivor benefits
first, stick with it for four years, and then switch to her own retirement
benefits at age 70.
Unlike married and divorced retirees, surviving spouses are eligible to choose to receive their survivor Social
Security benefits first and switch to their own retirement benefits at age 70, when they’ve benefited from Delayed
Retirement Credits. This treatment of survivor’s benefits has been left unchanged under the new regulations.

Example 5:

A married couple that is a couple years apart in age
Claudia, 62, and James, 64, are married and would like to maximize
their benefits under Social Security. At 62, Claudia is too young to
qualify for file and suspend under the new rule set. But there may be a
way for the couple to work things out. James could file for Social Security
prior to turning 70, waiting until Claudia is at Full Retirement Age. This will
allow Claudia to take her spousal benefit at Full Retirement Age and then
collect her own retirement benefits at 70.
© 2016, ABARIS FINANCIAL INC.
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How Your Social Security Benefits Are Calculated
So how does the Social Security Administration determine what you’ll receive
in retirement?
Now that we know the ramifications behind the timing of receiving Social Security benefits, let’s talk a little
bit about how the Social Security Administration determines what you’ll receive in retirement.

Your Earnings History
You need at least 10 years of work and paying into Social Security to qualify
for benefits. To determine what exactly you’ll receive, Social Security measures
the highest 35 years of your indexed earnings, derives your average indexed
monthly earnings and then applies another formula in order to arrive at your
basic Social Security benefit.
Timing Is Everything
If you walk away with one takeaway from this guide, let it be this: Timing is
everything when it comes to taking Social Security.
At Full Retirement Age you can collect 100% of your retirement benefit. But
jumping the gun at age 62 can reduce your benefit by as much as 25%, whereas
deferring receipt until after Full Retirement Age means an income boost of 8%
for each year you defer, up until age 70.
Cost of Living Adjustments
One element that makes Social Security so essential to retirement planning is
that it includes increases to account for the rising cost of living. This is especially
important, considering retirees can go on living 25 years or more after they’ve
left the workplace.
Social Security bases its Cost of Living Adjustment (COLA) increases on the
Consumer Price Index for Urban Wage Earners and Clerical Workers (CPI-W).
If there was a percentage increase in the average CPI-W for the third quarter
of the current year over the average for the third quarter of the last year a
COLA took effect, then Social Security will increase retirement benefits by
that amount. If there is no increase in the average CPI-W, then there is no
COLA increase. This is the case for 2016.
Here’s a breakdown of what COLA increases have been over the last thirty years:
Cost of living increases have varied between 0.0% and 5.8% over the last 30
years, averaging 2.65% over that period. But in this decade, there has been
no COLA increase three different years, including in 2016.
© 2016, ABARIS FINANCIAL INC.
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Year

Cost-Of-Living Adjustments

1997

2.9%

2007

3.3%

1998

2.1%

2008

2.3%

1999

1.3%

2009

5.8%

2000

2.5%

2010

0.0%

2001

3.5%

2011

0.0%

2002

2.6%

2012

3.6%

2003

1.4%

2013

1.7%

2004

2.1%

2014

1.5%

2005

2.7%

2015

1.7%

2006

4.1%

2016

0.0%

The fact that there will be no COLA increase for 2016 has stirred up some discussion on how these increases are calculated and whether the CPI-W adequately reflects the spending patterns of older individuals –
particularly with respect to medical spending.
What are alternatives? CPI-E, for one. In 1987, the Bureau of Labor Statistics created the CPI-E, a price index
that follows the spending patterns of individuals aged 62 and older. An analysis by Boston College’s Center
for Retirement Research revealed that the average annual increase for the CPI-E was 2.9% from the third
quarter of 1983 to the third quarter of 2015.
Meanwhile, the CPI-W experienced an average annual increase of 2.7%. The sharp difference between the
two indexes in that 32-year period has been attributed to the higher cost of medical care for the elderly,
according to the CRR. Some have argued that perhaps the CPI-E is a more accurate reflection of older
Americans’ spending habits, compared to the CPI-W.
Another alternative method of calculating benefits is based on Chained CPI.
When drafting the 2014 budget proposal, President Obama had proposed that Social Security use the
Chained Consumer Price Index instead of traditional CPI. The chained CPI assumes that when prices go
up for a certain item, consumers will substitute that purchase with a similar but cheaper item. As a result,
the chained CPI rises at a lower slower rate than the CPI-W. If Social Security COLA increases were pegged
to the chained CPI, benefit increases would be smaller. The Congressional Budget Office had estimated that
a shift to the chained CPI could lower deficits by as much as $233 billion over ten years.
Progressive activists groups blasted the proposed switch to the chained CPI, and President Obama dropped
the proposal. For the time being, cost increases are linked to CPI-W.
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More Social Security Resources
Interested in learning more about Social Security strategies. Here are more resources.
The Social Security Administration does not provide
advice on claiming strategies, but you don’t need
to be an expert to understand how the program
operates and how you can get the most out of your
benefits. Here are some additional resources for

you to peruse. Please note that these resources may
not reflect the upcoming changes to Social Security
and that the tools listed are based on publicly available information.

Social Security Resources

Other Government Resources

Benefit Calculation Examples for Workers Retiring
in 2015 Social Security Calculator

Consumer Financial Protection Bureau’s Planning
for Retirement Tool

Books

Paid Software

Social Security: The Inside Story, 2014 Edition:
An Expert Explains Your Rights and Benefits

Social Security Solutions

Get What's Yours (The Secrets to Maxing Out
Your Social Security)

Social Security Choices

Getting Paid to Wait (Bigger Social Security Benefits
— the Simple and Easy Way)

Maximize My Social Security

Free Software
Social Security Benefits Calculator

The Social Security Claiming Guide
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What The Presidential Candidates Have Said
About Social Security
The next president could shape Social Security going forward.
The 2016 presidential elections are right around the corner. Here’s where the major candidates stand on
the key Social Security issues.

Democrats
Hillary Clinton: No to privatization. No to reducing COLAs. No to raising the retirement
age. Expand Social Security for elderly widows by reducing the amount by which Social
Security benefits drop when a spouse dies. Giving credit toward Social Security benefits to
individuals who exit the paid workforce to care for others. Taxing more of the income that
exceeds the current Social Security cap ($118,500 in 2015), and taxing income that isn’t
currently taken into account by Social Security. Read more.

Bernie Sanders: No to reducing Social Security benefits. No to raising the retirement age.
No to privatization. Supports taxing more of the income that exceeds the current Social
Security cap of $118,500 to $250,000. Read more.

Martin O’Malley: No to reducing Social Security benefits. No to raising the retirement
age. Supports raising benefits for all retirees, present and future. Supports raising the cap
on payroll taxes for workers earning more than $250,000 – and strengthening Social
Security contributions by raising the minimum wage and enacting immigration reform.
Supports raising the Social Security special minimum benefit – a benefit for long-term low
earners – to 125% of the poverty line for those who have worked at least 30 years. Raising
benefits for minimum wage and lower income workers. Tying the Social Security COLA to
the Consumer Price Index for the Elderly. Offer up to five years of caregiver credits for
people who care for their families. Read more.
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Republicans
Marco Rubio: No changes
for those who are in or near
retirement. Supports a gradual
increase of the Social Security
retirement age to reflect longer
life expectancies. Supports reducing the growth of benefits for
high-income seniors, while
strengthening the program
for low-income seniors.
Read more.
Rand Paul: Supports gradual
increase in the Full Retirement
Age, plus means testing of earnings. Preserve the benefits of near
and current retirees. Read more.
Donald Trump: No to cutting
Social Security. No to raising the
retirement age. Supports high income earners to opt out of receiving Social Security benefits. Read
more here and here.
Ben Carson: Supports increasing the retirement age for Social
Security, but doing so gradually.
Supports having some people opt
out of Social Security. Read more
here and here.
Carly Fiorina: Will not discuss
Social Security until she is
president. Read more here.
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Jeb Bush: No cuts for current
retirees or near retirees. Supports
gradually raising the Social
Security Full Retirement Age
to 70. Supports means testing.
Read more.
Chris Christie: Supports raising
the retirement age to 69. Supports
reducing Social Security benefits
for retirees who earn more than
$80,000 and eliminating the benefit for those who earn more than
$200,000. Changes will not apply
to near and current retirees.
Read more.
Ted Cruz: Supports partial privatization of Social Security. Supports
tying the growth of benefits to
inflation. No changes for those
near or in retirement. Read more
here and here.
Mike Huckabee: Does not support cutting benefits or raising
the retirement age. Read more
here and here.
John Kasich: Supports lowering
benefits for people who aren’t
near retirement. Read more
here and here.
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Filing For Social Security Benefits: The Logistics
Here’s what you need to do in order to apply for Social Security!
So are you ready to take the plunge?
Signing Up for My Social Security
In the name of making Social Security easier to integrate into your day-to-day life, the agency created
My Social Security (Available at https://ssa.gov/myaccount/), a site where individuals can establish an account, follow their earnings and get an estimate of their future benefits if they’re still working.
So how do you sign up? Just go to the “My Social Security” site (https://ssa.gov/myaccount) and click on
“Create an Account.” You can only create an account for yourself, using your own personal information.
And in order to sign up, you’ll need to have a valid email address and a U.S.-based mailing address.
You’ll also have to provide your name, Social Security number and address when you sign up for the first
time. Once on the site, expect Social Security to ask you some questions regarding your personal finances
in order to confirm your identity.
After you’ve signed up, feel free to use your My Social Security account to get your benefit verification letter,
update your contact information, update your direct deposit information, or get a replacement Medicare card.
How To Apply For Social Security Benefits
You can sign up online at https://secure.ssa.gov/iClaim/rib to apply for benefits. If you prefer phone,
give the agency a ring at 1-800-772-1213. Hard of hearing? Try reaching Social Security at 1-800-325-077.
You can apply for benefits in person by paying a visit to your local Social Security office. This site,
https://secure.ssa.gov/ICON/main.jsp, will help you find offices based on your zip code.
Have the following documents on hand when you contact Social Security:
• Your Social Security card
• Your original birth certificate
• Proof of U.S. Citizenship or lawful alien status
• A copy of your U.S. military service documents if you served prior to 1968
• A copy of your W-2 forms and, if applicable, your self-employment tax return for last year

If you want to apply for spousal benefits, be sure to include your marriage certificate and your divorce
decree, if you’re applying as a divorcee. Also, you’ll need your banking information to receive your
benefits through direct deposit.
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Supplementing Social Security
What can you do to bolster your entire retirement income stream?
Traditionally, Social Security has been one leg of the three-legged stool of retirement income. The other
two components were private pensions and savings. An analysis of 2013 Social Security Administration data by
MIT economist James Poterba revealed that individuals aged 65 and over in the top quartile for income (an average
income of $78,180) received only 18% of their income from Social Security. The remainder of their income, according to Mr. Poterba’s analysis, came from pensions (22%), earnings (44%), assets (14%) and “other” sources (3%).
But going forward, if you are looking for steady retirement income to supplement Social Security, you’ll have
to basically buy it for yourself using an income annuity or another similar product.

Other Sources of Retirement Income

By the time you retire, you’ll probably have an array of potential income sources. Here’s a quick rundown
of what they might be:
Income Annuities
Life annuities can help you bolster your income sources and protect against
longevity risk. Immediate and deferred income annuities both provide buyers
with income for the remainder of their lives. A customer will pay an insurance
company a lump sum of money up front and then receive a series of payments
for the rest of his or her life. The key difference between immediate and deferred
income annuities is when the buyer begins receiving income. Immediate annuities begin to pay out income to the buyer right away. Deferred income annuities
pay out at a future date sometimes several years into the future.
There are two chief advantages to using a deferred income annuity. First, as lifespans continue to lengthen, retirees’ chief concern is that they may run out of money
in retirement. The deferred income annuity provides a financial backstop in the
event you live to an advanced age and do it a lower cost than an immediate annuity.
The second benefit of using a deferred income annuity is that it allows buyers
to pool mortality risk. Let’s break down how it works. The insurance company knows
that not everyone will live to advanced age. Since they no longer have to pay those
who are no longer alive, they are able to provide more attractive payouts than what
you’d see with an investment grade bond, for example. The same is true with immediate annuities, but with deferred income annuities, it factors in even more.
Qualified Longevity Annuity Contracts
A Qualified Longevity Annuity Contract 8sis a type of deferred income annuity. In 2014, the U.S. Department of the Treasury and the IRS began permitting
retirees to use the lesser of up to 25% of their balance in a qualified retirement
account or $125,000 of their dollars in a qualified account to buy a Qualified
Longevity Annuity Contract (QLAC).
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Buyers must begin receiving income from a QLAC by age 85. Though retirement accounts are subject to the Required Minimum Distribution (RMD) rule
– the required annual withdrawal that retirees must take once they turn age
70.5 – the money in a QLAC is excluded from the RMD calculation.
4% Withdrawals from an Investment Portfolio
A classic rule of thumb among financial planners is a 4% withdrawal rate.
Financial planner William P. Bengen first established the 4% rule in a 1994
paper, wherein he modeled a $1 million portfolio that was invested 50/50
between stocks and bonds. He concluded that someone who started taking
withdrawal between 1926 and 1976 could make the portfolio last at least 30
years by taking an inflation-adjusted 4% withdrawal each year. The rule has
been questioned recently given the market tumult of 2000 and 2008, and extended periods of low interest rates. Advisors and academics are now questioning whether 4% is too generous. More than anything, the 4% Rule should
be thought of as a rule of thumb rather than a source of guaranteed income.
Managed Payout Funds
Managed payout funds offer investors a consistent monthly payment in retirement. Essentially, it’s a stream of income that will keep pace with inflation.
Generally, the fund will become less aggressively invested as you get older,
so to help protect your principal from erosion The downside of a managed
payout fund, however, is the fact that (similar to the 4% Rule) they don’t provide guaranteed income. If your funds ran out in retirement, then you’ve lost
that stream of income.

How Abaris Can Help
Abaris can help you learn more about retirement income.
We make it easy to compare deferred income annuities
and QLACs from different insurance companies, and we’ve
simplified the purchasing process. We offer a variety of
educational materials on retirement planning, longevity,
and annuities. All of these resources are in one place for
you at https://www.myabaris.com.
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Conclusion
For a government benefit that’s nearly universal, you’d think that Social Security was simply
an entitlement that you received without having to put much thought into. Over the course
of reading this guide, we trust that you’ve learned it’s a bit more complicated than that. So
what you can do? Follow these three simple pieces of advice.
Seek out the data and objective advice that will lead you to the best possible decision.
As you enter retirement, take the time to make sure you optimize your Social Security benefits. There’s no
one size fits all approach, but there are some important aspects of the program you must understand in
order to do what’s best for your particular situation. And collect all the relevant data about your own health
and financial situation that factors into the decision. For example, use our industry recognized longevity
calculator to get a better grasp on how your longevity stacks up relative to your peers.
Making the right choice doesn’t need to be expensive.
Hopefully your financial advisor is taking a data-driven approach that will help you arrive at the best possible
decision for your specific situation. But if he or she isn’t doing this or you don’t have a financial advisor, you
have other options. We’ve included in this guide books and tools that will increase your knowledge of Social
Security and ensure you make the right choice for you. If you have questions about what to do next, you can
always contact us.
Social Security is an important part – but just one part – of your retirement income planning.
Make sure, as you enter retirement, your focus shifts from accumulating assets to securing steady income.
Why? Well retirement has two phases. The first part is when you’re preparing for it. The second part is when
you’re actually retired.
In the first part, it makes sense to focus on accumulating as much money as you can. In general, this means
taking more risk. But as you age, the power of compound interest becomes less important and a dependable
(or even guaranteed) sources of income becomes more important. That’s exactly what Social Security provides.
But Social Security alone is often not enough. If you see the value of guaranteed income and want ways to
supplement your Social Security, you should strongly consider an income annuity. We can help you with the
process of understanding if you’re a fit, comparing products, and making a purchase.
WIth these three takeaways in mind, we want to thank you for reading our guide. Please don’t hesitate
to contact us with any questions or to provide feedback. To do so, you can simply call (888) 248-8995
or send us an email at help@myabaris.com.
To Your Continued Longevity,
Matt and Nimish
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Additional Resources

2015 Changes to Social Security

Academic Sources

Navigating The Effective Date Deadlines For
The New File-And-Suspend And Restricted
Application Rules

Get What’s Yours: The Secrets to Maxing Out
Your Social Security

Social Security Press Release on 2016 Social
Security Changes
U.S. News & World Report: How the Budget
Deal Changes Social Security
The Bipartisan Budget Agreement: What You
Need to Know
Bloomberg BNA Analysis of the Bipartisan
Budget Act of 2015
Resources
The Social Security Administration Homepage
Treasury Issues Final Rules Regarding
Longevity Annuities
Industry
MassMutual Research: Survey Shows
Concerning Knowledge Deficiency about
Social Security Retirement Benefits
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The Social Security Claiming Guide (Center
for Retirement Research at Boston College)
Center for Retirement Research at Boston
College
Articles and Blogs
The Wall Street Journal: When Thinking
About Retirement, Beware the Averages
Nerd’s Eye View: Why Individuals Should File
and Suspend Their Social Security Benefits
– Reinstatement of Voluntary Suspension
versus Retroactive Benefits
Money: 5 Things to Know About the New
Social Security Claiming Rules
Presidential Candidates
GOP Candidates On Retirement And
Student Debt
Where The Candidates Stand On Social
Security
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Contact Information

www.myabaris.com

@myabaris

help@myabaris.com

(888) 248-8995
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