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Overview

SS&R, &nancial modeling toglutilizesbasic information pertinent to a person's (or couple's) financial

situationand projects that situation into his/her/their retirement yeaBy that meansSS&R enables
the user to see th@ossiblempact ofvariousretirement financial decisions:

1 Retire nowor work a few more years

1 CollectSocial Security at 6& wait

9 Takea lump sunor monthly pension

1 Roll taxdeferred retirement assets to a Roth accoumt)eave them alone and take Required
Minimum Distribdions through retirement years

1 Putmoremoney in aetirementaccountor take a nice vacation

And help answemnumerable questions:

At my current expense level, are my assets likely to be sufficient?
What might | expect financially if I live to be 100?
Can | afford to buy a new vehicle? Take a trip? Do some home remodeling?
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Relative to takingvithdrawals from taxdeferred accountssimy current plan, or lack thereof,
efficient from a tax poinbf-view?[SS&RVersion 22.0.0) now includes an optimization
procedureto help evaluate the ptential benefits of shifting taxdeferred retirement assets to
a Roth accouni

If | or my spouse dies, what does thedzZNJJA @2 NR& FAY |l Yy OALl £ ¥ dzi dzNB
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SS&R was created for two reasons:

1) The need for a simple (relatively speaking) but accurate means of:
a. Assessing my retirement financial situation
b. Evalating potential financial choices.

2) There is a market, specifically the vast majority of retirees and-redaees whose finances are not
overly complicated, and whose children are grown and out of the house, that could benefit from the
same type of toolhat | wanted for myself. People in that group:
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planning, is capable of dealing with such things as:

I. multiple realestate transactions

ii. rental property income

iii. estate plannig
iv. the expenses of raising children and providing for their education
b. But who would find valuable a tool that:

i. Calculates Social Security benefits based on youffRimary Insurance Amount)
date-of-birth, marital situation, and age when filing (rath@an having you input
your monthly benefit)

ii. Calculates federal taxes, in all the detail described below (rather than using an
average tax rate)

Because of its detailed calculations, SS&R enables an evaluation of the benefits of various financial
options tha is simply not possible with cruder analyses. For instance, a realistic assessment of the
benefits of shifting tasxdeferred retirement assets into Roth accounts cannot be done if Required
Minimum DistributiongRMDs)yand the taxable portion of Social Seityiare not calculated(Simple
example:A retireein the 15% tax bracketind currently collecting S&eds some cash and withdraws
$1000from their taxdeferred IRADepending on their particular circumstancdsat $1000bump to
their incomemay not diange the taxability of their SS income at all, @moitild cause up tan additional
$850 ofit to become taxable. In the latter cageir overall taxable income increasky a total of
$185Q As a result, their $1000 withdrawal nets them only $af2r paying their additional federal tax
of $278 (15% of $1850) heir marginal rate may only be 15%, but tHiteetive tax rateon their $1000
withdrawal is rarly 28%)

Despite theusefulnes®f such a toglthere appears to be rthing commercially avdable, at anywhere
near the price of SS&R, which has the capabilities of SS&R. (If anyone knows of one, please let me know:
paul@eipie.com

Finally, before getting into thdetails of usinggS&R, a simple requesttttose who havenade the
purchaseg your feedbackis wanted If you could povide ratings for SS&R in the Windows App Store,
and/or email your comments/suggestiosaul @eipie.conjy it would be much appreciateood

ratings help drive sales, and sales motivate continued development of SS&R. (If you have purchased
SS&Ryou can get the latest update for free from the Windows App Stamne thusthat feedback is
mutually beneficial! Want to be on the notification list fwhen updates are available? Send an email
with your request paul@eipie.comn)
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SS&Rnputs
Thenecessarynputs consist af

1 Birthdays)
I Marital status
1 Income(monthly)
o Work(checkthe W{ 9 Q Saif-Bniployind@nt checkthe WE{ { Q 62E AF GKS 42N
covered by Social Security)
0 Pensions/annuitie® OK S O -{({K SO YMf2y ©6 2 E A Fnotdbwradbgy A a ¥
Social Securit K SO1 GKS W/ h[ Q 02 E -Offiving &ljSstmel8sy 8 A 2y A

o]
1 Experses
o0 Mortgage
o Other expenses (excluding mortgage and federal taxes)
I Assets

0 Nonretirement

0 Retirement
A Taxdeferred (e.g., traditional IRA or 401K)
A Roth

0 SocialSecurity (SSPrimary InsuranceAmount (P1A)

Along withentering theaboveinformation, the usermay modifythe defaultvaluesused by SS&fRr
Cost-Of-Living (COL2%)and InvestmentGrowth Rate (IGR5%) SS&Rutilizing the key rules of both
Social Security and the IRI$en does its worko createestimatesof your financial future.

SS&RMputs andOperationg Items ofNote
1 Expenses are met by drawing from the asset accounts in the following order:
o Nonretirement
0 Roth

o Taxdeferred account (in the case of a couple, first from#hé RS NJ Asyaétdu@iA Rdzl £ Q
1 With asset transferghe specified transfer amount may exceed the account balance, but the
I OGdzZl £ GNIYya¥TSNI Aa fAYAGSR o0& GKS [@FLAtlroftS ¥d
1  When performing an IRA to Roth optimization, fund transfers are always assumed to occur in
January. (Givethat, on average, returns are expected to be positive for any given year, the
expected tax burden will be less if assets are transferred before grisw#alizedOf course if

assets do decline in value, the best time to transfer them would not be attre of the year,
but rather at the time of minimum asset value.)



What elements of Social Security and the IRS Si§&corporate?
1 Social Security

o0 Worker, spouse, and widow(er) benefits

o0 Impact of work on benefits

o Impact of age at which benefitseabegun

o File, suspend, and restart options

0 Spousal only benefit option (after full retirement agad which is now available only
for thosewho turned 62 in 2015%or earlier

o0 Windfall Elimination Provision (WEP) and Government Pension Offset $BROdNS

1 ThelRS
0 Single/married
Wage/selfemployment income
Taxable portion of Social Security benefits
RequiredMinimum Distributions(RMD)from taxdeferred retirement accounts
Capital gains
Alternative Minimum Tax (AMT) calculations
FICA (i.eSaocial Security) and Medicare taxes
Medicare expense for those over 65 (not technically a tax, but similar enough to include
here)

O O 0O o o oo

Whatlimitations and assumptions exist in SS&R relativéomal Security and the IRSS&R does not

deal with Social Sedty benefits for children or the disablednd does not accommodate the Social
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to age 62

Relative to the IRSalculations comprehensingle or married stais, but not head of household.

Standard deductions are assumed, including, when appropriate, the additional deduction available to

those over 65It followsthen thatitemized deductions are not accommodatedince SS&R is making

estimates out into futureyears it is assumd the structure of federal taxes remains fixed, bax

brackets aréndexed tocostof-livingchangesRequired Minimum Distributions from tedeferred

retirement accounts aralwaysO I £ Odzt I (0 SR dmifoknyLHetimieKT 8blé (Ifihg &&ound

2 6 Y S NI ais ndotelthdadl Syears younger than the accountoviineri KS t S&da RSYIFyRAyYy3
FYR [F&ad {dzNBAGB2N 9ELISOGlI yOe ¢l oftSé g2dd R y2N)NI ¢

It should also be mentioned that capital gaotsnonretirement asset@re assmed to be realized each
and every yearAs required by the IRSamital losses in excess of $3000 are carried over to the following
year.SS&Rwith defaultsettings,assumes gains in naetirement assets are split evenly betwekmg-

term capital gaing@nd ordinary income itemg.g., shortterm capital gainsCD interestand non

qualified dividends)The user, however, has the option to spedcifgifferentratio if theirnon-

retirement accouninvestments are better represented by something other tlaah0:50 spli{right-

clicking anywhere on the screen brings up a bottpp bar where the desired split can be specified)

Because SS&R includes all the taxes typically encounterdokeblaxpayebut conservatively assumes
standard deductions, tax estirtes for some willmiss on the high sid€onsequently, the calculation of
total assets over time should tend to miss on the low side for those who benefit by itemizing deductions.



Inputting Data and Viewing Results

SS&R imostly, but not entirely,a singé-screen operatior{fFig. 1)Inputs are specified on the left side of
the screen and output graphs are presented on the right. The upper summary graph of income,
expenses, and assets is always present, but the lower graph position is used to preserg ahjoomn
additional graphg one of three breakdown plotsricome,expense, or assetdr else an income/federal
tax summary. Aottom app bar, brought into view by doing a right mouse dli€g. 2) provides a few
additional optiongor the user,and @ | Sf LJ¥ Ffe&2dzi Aa ONBIAKIH Aydz2
guestion mark at the upper right of the SSS&R sc(Ean 3)
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Disclaimer

SS&R, utilizing 2017 Social Security information, US federal tax
parameters (2015 - 2017), inputs/assumptions concerning future
market performance and cost-of-living changes, along with inputs that
describe a person’s or couple’s current financial situation, strives to
project that situation out into the future. The world, however, is not
orderly. Paraphrasing a bumper sticker, "Stuff happens.’ Rules change,
situations change, and it's even possible, truth-be-told, that coding
errors exist that impact the outputs of SS&R. Thus, SS&R is, and should
be viewed as, a well-intentioned assistant, not a source of 'Gospel
truth.’
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Numerical Results

The numerical value of any graphed item, at a particular point in time, can be obtained by placing the
cursor at the desired point on the curve of interest. However, for those who want extensive numerical
details there is theoption to export numerical results to a takelimited text file(simply click on the
Ghdzil LdJdzi wSadz Gaé¢ o02E | yR (K Syrhat textife,yivhiciNgh welLJi S R X
importedinto a speadsheet program such as Excel, provides detailed nipirtformation as well as
annual tax numbersTo give a sense of what is provided, a snippet of output associated with the Mary
Lambsampledata is presented in Fig.(deadable if page magnification is increased)
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The column headings, abbreviated for obvious reasons in the output file, are as follows:

e I I R B B R I I R B I B B R B I B R R e I B B B B B B

DateMnth-Yr
Income Work_#1
Income Work_#2
Income Pnsn_#1
Income Pnsn_#2
Income SSrib#1
Income SSib#l
Income SSvib#l
Income SSrib#2
Income SSkh#2
Income SSvib#2
IRA401KTxXDfrSv
ExpenseMiscExp
Expensd.oans
Expensd-ed_Txs
Assets Non-Ret
Assets TxDfr#l
Assets TxDfr#2
Assets Roth
AsstTrl From
AsstTrl To
AsstTrl Amount
AsstTr2 From
AsstTr2To
AsstTr2 Amount
TxOptTr Amount
Txblinc ExcLTCG
Annual Workinc
Annual TxDfrSv
Annual Pension
Annual Annl_SS
Annual Txbl_SS
Annual STCG
Annual TxDfwitd
Annual RMD_#1
Annual RMD_#2
Annual ErlyWth
Annual LTCG
Annual MdSrinc
Annual FICA+Md
Annual Inc_Tax
Annual AMT
Annual LTCG_Tx
Annual MdSrTax
Annual EW_Pnlt
Annual Med_Pre

-> Data providedorresponds tend of given month

-> Income, from work, for individual 1

-> Income, from work, for individual 2

-> Income, from pensions, for individual 1

-> Income, from pensions, for individual 2

-> Income, fronBocial Security (SS) Ret. Ins. Benefit (RiBhdv. 1

-> Income, fom SS Spousal Ins. BeneflB)Sfor indv. 1

-> Income, from SS Survivor Ins. Ben#&fitR), for indv. 1

-> Income, from Social Security (SS) Ret. Ins. Benefit (RIB), for indv. 2

-> Incomefrom SS Spousal Ins. BenefiB)Sfor indv. 2

-> Income, from SS Survivor Ins. Ben®iiR), for indv. 2

-> |RA/401krax Deferred Savings (individuals 1 & 2 combined)

-> ExpensesMiscellaneous

-> ExpenseslLoans

-> Expenseg Federal Taxes (Income, FICA, Medic&r&edicare premiums

-> Assetg Non-Retirement (individuals 1 & 2 combined)

-> Assetg, TaxDeferred (indv. 1)

-> Assetg, TaxDeferred (indv. 2)

-> Assetg Non-Retirement (individuals 1 & 2 combined)

-> Asset Transfer #lAccount From

-> Asset Transfer #lAccount To

-> Asset Transfer #lMonthly Amount

-> Asset Transfer #2Account From

-> Asset Transfer #Account To

-> Asset Transfer #2Monthly Amount

-> Tax Optimization TransferOnce per year transfer in January

-> Taxale Incomeannual,excludingongterm capital gains

-> Annual Work Income

-> Annual Tabeferred Savings

-> Annual Pension Income

-> Annual Social Security Income

-> Annual &xable Social Security Income

-> Annual Shofferm Capital Gains

-> Annual Tabeferred Withdrawals

-> Annual Required Minimum Distribution, indv. 1

-> Annual Required Minimum Distribution, indv. 2

-> Annual Early Withdrawal from T®eferred Assets

-> Annual Long erm Capital Gains

-> AnnuaMedicare Surcharge Income

-> Annual FICA plus Medicare Tax

-> AnnuaFederallncomeTax(excludes standard=ICA and Medicare)

-> Annual Alternative Minimum Tdicluded in Inc_Tax)

-> Annual Londerm Capital Gains Tércluded in Inc_Tax)

-> Annual Medicare Surcharge Taxcluded in Inc_Tax

-> Annual Early Withdraw®&enalty from Taoeferred Aats (incl.in Inc_Tax)

B lyydzr £ aSRAOI NiBcluded iNic Tax) ¢ t NB Y A dzY
(Medicare premiums are typically deducted from SS payments, but are
grouped with fedeal taxes in SS&R)



Fictional Case Studies
Enough descriptiog[ S Qa GI1 1S | 221 FG K26 {{sw ©62N}Ja o6& S
we will consider four situations:

1 Mary Lamb (a pet shop manager in her riftles)

1 Jack and Jiflvater conservation consultants in their early sixties)

1 Mr. and Mrs. L. J. Horndiifancial planners in their midixties)

f Mr.andMrsO.K.ColeNBGANBSa Ay GKSANI SINIeé& 1nQao

Mary Lamb

To get a sense of how SS&R functions, we will begin with thévediasimple situation of a single

woman, Mary(born 7/4/1965) who is starting to look down the road towards retiremeHer concern

isshe may not have been savingenougtk S R2 Say Qi ¢ y (heénpysieBabA NB S NI &
managing a pet storespecially the educational/marketing part where she gets to take animals around

to the local schoo)s but her friends keep talking about retiring at 62 and doing some traveling.

Mary is reasonably paid at $3500/mon#md typically gets a 2% raise per ydar has no pensiorOut

of her paycheck, she puts $200/month into a conventional IRA (and increases that amount in proportion

to any wage increasesyhe has $10,000 in ngrtirement savings and a conventional IRA currently

worth $50,000. From the stateents periodically sent out by Social Security, as well as from the SS

website (ittp://www.socialsecurity.gov/retire/estimator.htn)l, Mary knows hePrimary Insurance

Amount (PIA) is $1500rhe PIA value is the current estimate of what her benefits would be if she waited

until her SFull Retirement Age (FRAQf 67to claim benefits. Because the PIA value is based on an
AYRAGARIZ £ Qa G(2L) op &SI NBR 27F cBduidfrichamas intadefageK (K2 &S
earnings over time), it ikely her PIAwill changewith each passing year

Relative to expenses, Mary pays $1000 per month on a mortgage that will be paid off in Jan 2030. She
also has a car payment until Jan 2018 of $860month. Her average miscellaneous monthly expenses
(excluding mortgage and federal taxes) are $1700. (To estimate monthly expenses, rather than
attempting to add up all the bi¢e.g., state income tax, property tax, car insurance, aied little things

(food, pet food, books, presents, eton which money is speni/ary didthe following:Starting with

annual incomeshesubtraced off federal taxe) A y Of dzZRAYy 3 { 20A Lt { SOdzNAG& | yF
show up on a 1040 tax form unless you are-seiployed) mortgage payments, ancehdeposits into
retirement, savingsand credit car@ccounts (A net deposit t@any of those accountget subtracted

because that represents income not spent, but if there was a net withdrawal) increase in credit

card balancethat would have to get added since it represents additional expenditulds) process

yieldsl y' y dzi £ & Y A ex@@fdituiel, ¥nfl thumrerage monthlexpenses when divided by 12

After Mary puts her information into SS&R, the ingattion appears as shown in FsgThe first thing
to point out is that user inputs are entered in areas that have a white background. SS&R calculated
values, such as FRA values and expected date of death, have a shaded background.

Analysis Start Date afttonomic Inputs

At the top of the input area it is seen that Mary is using Jan 2016 as the start date for her analysis. As a
result, income and expenses will be tracked for 2015 but no changes in assets will occur before that start
date. Mary is keepinthe default values for average annual co$tliving increase (2%) and investment


http://www.socialsecurity.gov/retire/estimator.html

returns (5%). (The investment returns are {imélation, so Mary is assuming a net return of 3%. It should
be additionally noted that the investment growth rate is also usedetermining the Net Present Value
(NPV) of SS benefits.)

Life Expectancy

One input not yet mentioned is thigfe ExpectancyPercentile (LER which is not a Social Security
FONRBY&YO® LT ¢S KI @S 3I22R NBI a2 eediodinahcially plabfotd G S | y
100 year life, but what LEP value is appropriate for one of average health and lifestyle? Should Mary use
50%? If she did, that would imply she would live to the date corresponding to when hédintiade sof

her age would haw died (with counting beginning on the Analysis Start Date). Being in generally good

health, and having some lodigA SR 3INJ YRLI NByidaz alNE RSOARSR (2 d
actuarial tables, that results in a life expectancy of 98.4 years ahdakout date in December of

2063!

o SS&R

Social Security & Retirement Financial Modeling

B Use historical data

- [worst return ower X years)
Analysis ‘_.St:Elrt Date -----------------m-m Jan 2016 ® s ®p ®15 V(=T 62
Cost of Living (COL, Annual %) ------------- = |+ 5® ) ®25 O30 B Mnths [
Investment Growth Rate (IGR, Annual %) -- - | +

Birthday; Gender; SS FRA(Std; Surv)(yrs,mnths) [ENEREISEY ®M O F
Work Income (Mnthly; Ann. % Inc.; Ret. Date) - R0 X BT =l I SE 55
Tax Deferred Savings (Monthly; End Date) 200 Jul 2027 By ESEER R T

Pension/Annuity #1 i

[Monthly; Start Date; End Date: m Sep 2045 | Jan 2100
Pension/Annuity #2 i}

[Monthly; Start Date; End Date: m Jan 2016 _} Jan 2016

Social Secunty Pri. Ins. Amnt (PIA) 1,500
Assets ($1000s)

(Mon-Retirement;  Retirement) m m i m .
*

Life Exp. Percentile; Proj. Death (Date; Age) —— m

Mortgage/Loan #1 (Pymt; Final Pymt. Mnth)-—- [[QN000l) — @ + Jan 2030
Mortgage/Loan #2 (Pymt; Final Pymt Mnth)--- m - | + Jan 2018

Expenses (Monthly, w/o Mrig, w/o Fed Tax)--- 1,700 S
Ascet Trans #1 (Mnthly; Strt; #Mnths; From; To)- Jan 2018
Asset Trans #2 (Mnthly, Strt #Mnths; From; To)- Jan 2018

Maritial Status O Single I ® Married ® Divorced

a3 0o v e o I

;

Fig.5 ¢ SS&Rnput Area(Mary Lamb)



Sliders

To the right of the fields for numerical and date entries are a series of slider bars. Those bars are used to
specify decision ages relative to Social Security. The first slider sets the age for the Reéireafent
InsuranceBenefit (RIB) payments (tia L2 NI A2y 2F {20Alf {SOd2NARi{i& RSLISY
work record). It extends frorage 62at the bottom @ctually, except for thosborn on the ® or 2" of

the month, people are first eligible at age 62 and one mgnth age 70 at the top.HE second bar
68Stft2p0x NBFESOGa I NBOALASyGQa 2LWA2Yy G2 adallsSy
previously started), and thus accumuld®elayedRetirement Qedits (DRC)Those creditserve to

increase payments whepenefitsare started/restarted. Benefits are increased by 2/3 of 1% for each

month benefits are delayed or suspended after FRA. Thus, for each year they are so delayed, the RIB
increases by 8%. The third bar, RIB Restart, has the same range as RIB Suspend, and allews the gi

individual to specify when to resume their suspended benefit payments. The last slider on the right

(black) isot of concerrto Mary since it is used to specify the starting age for Widow(er) Insurance

Benefits (WIB)

Social Security Benefit Options

Taking the Most Popular ApproagtMany Social Security recipienfs40%tart their benefitsat age
62. Mary canevaluate that sceariowith SS&R by simply setting the Rli8erat the bottom ofits range
and setting the Suspend slider at its top. With that done, Suenmaryplot, always visible at the upper
right of the SS&R window, should appear as shown in6ighe three lines shown in this plot are
Income(left scale) Expensefleft scale and whit include taxdeferred savings and Assetgight scale
positive asset values are displayed in white and negative values in red).

Income = Expenses — Assets (positive) Assets (negative)
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Fig.6 ¢ Summary Plot (Mary Lamb)

1 Sliders can be moved either by clicking and dragging with the mouse, or with the ayswokmove the last
slider activated by clicking.



Mary was correct in thinking she may not have been saving enough, at least nohddlaay thoughts
of retiring at 62.Mary could maintain her lifestyle for a while, but along ab2040 her assets are gone
and her income will no longer support the expenses of her.pets

Over time, expenses grow due to inflation (with medical expensely likplacing travel and recreation

expenses with increasing ag®)aryQa { 2 OA L+t { SOdzNAG& o6SySTFAGaszx LISNXYI
to having taken thenat 62 increase with the cosif-livingbut not enough to keep the gap between her

expenses athincome from growingTK S &Yl £ £t SNJ 2y SQa Y2y diKfeé o0SySF¥aidacz
increases from costf-living adjustments.

BelowtheSummaryLJt 2 G = F2dzNJ 2 0 KSNJ INI LIKAOFf RA&[Ghae|la 2F al
available and can be selected dficking on the buttons to the right of the lower plot. The | 2Ptens
first three provide a breakdown of the income, expense, and asset lines shown in the up

plot. Specifically: -

9 Income Breakdowr(Fig.7) provides separate curves for income from work, F::;“;:
pensionsand Social Security.

1 Expense Breakdow(Fig.8) provides curves for miscellaneous, lo&tax-deferred Asset
savingsalong with the combiation offederal taxesand Medicare premiums Brkdwn

1 Asset Breakdowr{Fig.9) provides curves fanon-retirement funds, taxdeferred
funds, and Roth funds.
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Fig.7 ¢ IncomeBreakdown(Mary Lamb)

In theIncome Breakdowfor Mary, her situation is quite simplein 2027 her work income is partially
replaced by Social Security.

Ly a Expgdns®&dieakdown(Fig.8), we see her loaand taxdeferred savings expenses droff as
first she completes hetarloan, then stops IRAontributions withretirement, andfinally pays off her



mortgage Federal taxesse with her salary increasedrop after she stops working, btiten bump up

in 2029when her nonrretirement savings run dry and she has to increase IRA withdrawaldantil

mortgage idinished{ G NIAy 3 Ay HnonI $gKSY al NEB (ddNya cpz K¢
premiums. (As shown in Fig 2, the bottom app bar includdsakbox that enables the user toirn off

those Medicare premiums if they so desire.)
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Fig.8 ¢ ExpenseBreakdown(Mary Lamb)

The last of the three breakdown chartsfisset Breakdow(Fig. 9). This chart shows Mary exhausting

her nonretirement savingsn 2028, about one year after her retirement, and then rapidly removing

assets from her IRA until her mortgage is paid off. Subsequent to that, the withdrawal rate is still high

due to the gap between her income and expenses, but not high enough to adatkeral tax liability.

al NBQa |aasSd aAdda GAz2y A& jdzZA (S &aAYLX S 06SOlFdzaS ak
general, however, the composition of financial assets will change over time for the following reasons:

1 When expenses exceed incontbe difference is made up by pulling from the asset accounts in
the following sequence:
o Nonretirement savings
0 Roth accounts
0 Taxdeferred account of the older individual (if considering a married couple) to
minimize the chance of getting hit with an IB8ly withdrawal penalty
0 Taxdeferred account of the younger individual
1 When income exceeds expenses, the excess is added to theetimment savings
1  WhenRequiredMinimum Distributions (RMD) are required (i.e., an individual with a tax
deferred accounhas reached age 70 %2), any amount not needed to meet expenses is added to
non-retirement savings.
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Fig.9 ¢ AssetBreakdown(Mary Lamb)
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Fig.10¢ Incomeé& Federal Tax (Mary Lamb)

The final chart on the selection bancome& FederalTax is themost complexFig. 10)Its purpose is

to show incomeelative to the federal tax brackets and the contribution levelthefvarious income
sourcesTheheavy red line rpresents regular taxable income whilengTerm Capital Gains (LTCG; i.e.,
gains fromassets held more than one year), if any, appear as a shaded white region above the taxable
income line(Returns on nofretirement assets are assumed to be split evenly between regular income



items (e.g., interest, nogualified dividends, shoiterm captal gainsjand LTCQGNote: Any portion of
LTCGhat falls within the 10% or 15% tax brackets is tax free.)

Ly al NEQA LI NI AOdzZ I NJ aAddzl A 27/and thieGaspkSiBIRKSNI g2 N A
withdrawals in 2029 due to exhausting her aatirement funds but still needing to pay on her

mortgage After withdrawals have drained her IR2040), she is left with only her Social Security

income

It might be noticed that Figur&0 shows aed vertical cursor line. The year corresponding to that ;e

aK2gy i GKS 0602002Y yR (GKS @FfdzS 2F (KS Odz2NBS A a
income in 2020 would be $346). That capability is available on all the plots and allows the user to

obtain curve values at a desired point in time.

TakingSocial Security at Full Retirement Age (FRA(th retirement at 62 appearingt the present
time to not be a good idea, Mary adjusts her RIB slidesetting it ather FRA (67¥sets her retirement
date to July of 2030 when she will be, @fdthen also sets the end date for her tdeferred savings to
the new retirement date HerupdatedSummary plot is shown in Fijl.

Income = Expenses — Assets (positive) Assets (negatiee)
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Fig.11¢ Summary Plot, Revised (Mary Lamb)

Mary sees that she is not in as bad a shape as she had feared relativieemesit. By working until 65,

and thus having her mortgage paid off and giving her retirement assets a little longer to grow, it appears
Mary can comfortably delay taking Social Security until 67. Perbgpsorking paritime after 65 doing

that part of er job she likes the best (taking animals to schosl® thinks she magvendelay

collecting Social Security a bit longer.



Jack and Jill

Nextwe consider the case of Jack (born 71855) and Jill (born 5/31/1956). They argenerally

prudent couple whdad been childhood friend$#lavingfallen out ofcontactafter grade schooljack
bumped intoJill (after having tripped on hisway tothe barYi b S¢ | S| NXandte@S LI NI &
were marrieda dayand-a-half later(1/2/1980). Jack earns $5500 per moriththe water consulting
business in which both he and Jill are employed] is looking to retire at the end of August, 2017.
Between his pensio($1500, starting the month after he stops workjramdwhich hasa spusalbenefit

of 75%if Jack should happen to die before) Ahd Social Security (earliest possible check would also be
in September of 201, Z&xcept for the fact that working through August, and earning more than the
allowed monthly amount, means his Augy benefits will be withheld and his first check will be in
October (September benefitslackthinks they can manage financiallfe thinks that in part becausal
plans to keepvorking until she reaches h&Sull Retirement Age (FRA) of 66 years a#anonths.

W O1 Q& Cw! A duetohifeariezhith year f Saa

Jack and Jill each logged into their mySocialSecurity account (accessible from
http://www.socialsecurity.gov/retiréestimator.html), to find that their Primary InsuranceAmounts

(PIAWwere $1800 and $1000, respectively.2 NB LIS i oKIF G g+ a adlFiSR gKSy C
situation, the PIA value is the current estimate of witagir own RIBoenefit would be ifit were started

at their FRA

As mentioned earlier, Jack and Jill are generally prudent and, consequently, have managed to
accumulate more than the typicilScitizen approaching retirementlack bs a 401k account with
$200,000and a Roth IRA with a valog€$50,000. Jill has a traditional IRA currently valued at $100,000.
(The average retirement savings, considering only those-mtisement householdsvith retirement
accounts, is $104,000; the average over all reirement households is only $14,500he Reality of

the Retirement CrisiK. Miller, D Madland, and C. E. Weller, 1/26/15)

To finish ofthe picture oftheir current financial situationjJack and JiHave nonretirement savings of
$10,000, a mortgage of $1200 per month (final payment duganuary 2020), areveragemonthly
expenses (excluding mortgage and federal taré$4700.Jack and Jilllso estimate a reduction in
monthly expenses of $1000 aftée firstone of them dies.

At this point,Jack and Jillave all the information neeztl to analyzeheir retirement situation using
SS&RAfter entering the data in the input sectioih should appear as shown in Hig (except for the
red highlighting on a few of the inputs)

Analysis Start Date and Economic Inputs
Just like Mary, Jaclkd Jill are using Jan 2016 as the start date for their analysis and are keeping the
default values for average annual castliving increase (2%) and investment returns (5%).

Inputs

5dzS 2 GKS dal NNASRE YI NARGI f ndadeviSinesabngivighiiidAous T2 NJ |
inputs highlighted with red in Fid2. When married, the fraction of a pension that would go to a spouse

is obviously a necessary input. The date of marriage is necessary since spousal benefits are only available
after oneyear of marriage and widow(er) benefits after nine months. The additional expense input is to

allow the user to specify a new value for miscellaneous monthly expenses after the death of one

member of the marriage.


http://www.socialsecurity.gov/retire/estimator.html
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Fig.12 ¢ SS&Rnput Area(Jack &Jill)

Sliders

While the last slider on the right (black) was of no interest to Mary Lamb, it potentially could be for Jack
and Jill. That slider is used to specify the starting age for Widow(er) Insurance Benefits (WIB). WIB can
be started as early as ag@ (subject, obviously, to the spouse being dead), and may be delayed to as



late asthe survivor Full Retirement Age (which can be as much as four months less than the normal FRA,

and is designated as FRASs in the context of SS&R). Generally with Sngityf Benefits, delaying them

as long as possible results in larger payments when they are started. That, however, is not always true
gAGK 2 L. RdzS 1 2RetirementinsuyadceBeneftt LEWR( £ -KIB)w Bhe deceased

aLJ2dza SQa ould haxe bgek feduéed filom his/her PIA if benefits were started before FRA,
aSNBSa +a + tAYAG 2y GKS 2L. o6gAGK &a2YS8S SEOSLIiAzZY
but not always, be no more than what Jack would have been gettindndaubt died. The preceding is

not the complete story of RIBIM, but it is enough to allow a return to the story of Jack and Jill.

Life Expectancy

If Jack and Jill were not so prudent, they might think that the biésExpectancyPercentile(LER

estimate to usewould be 50%. That would imply lives that would terminate at the date corresponding

to the when half the people of their agand gendemould have diedstarting from the Analysis Start

Date) Thus, if we assuntzmillion malesin the countrycurrently alive andorn the same year as Jack,

using50% forthe LEP valge2 dzf R A YLX & WIF 01 Qa ftA¥FST IyR KAa ySSR
on the day when thd millionth death occurred fronamong thatgroup. Jack, being prudent, recognizes

he may be among the lucky 50% who live a bit longer and, if so, does not want to have his good fortune
tarnished by not havingnough money to cover his needs.

So what LEP value should be used? dadkJill deciden 90%. However, thegiso wants to seéheir
financial projections showing stable or growing asggitst in case they exceed their specified LEP
values) not resources diving towards zero shortly aftiee latter oftheir expecteddeparturedates.

Social Security Benefit Options

Taking the Most Pagar Approach Jack and Jill start their retirement analysis specifying winaghly
40% ofSocial Security recipients actually g¢ltaking benefits aige 62 This is donén SS&Ry simply
setting the RIBind WIB slideras low as they will gand setthg the Suspend slider at its top. With that
done, theSummaryplot, always visible at the upper right in the SS&R winddhwuld appear as shown
in Fig.13. (Anyspikes thaimayappear in the income line agenerallythe result ofwithholding and
refundsof Social Security dollacs accountof LIS NBE 2)y Qa 62 N @

Over time, expenses grogue to inflation Wi O 1 Q &, as iStypial faryhose lucky enough to have
one,doesnotincreasewith A y F £ I (i A 2 y dSocilll- SEclritylbeh&itpathanentraducedin this

scenariodue to having taken them earlincrease with the cospf-living, but not nearly fast enough to

keep up with their expensess a result of the increasing gap between income and expedaels and

WAEtfQa aasSia Frtf R2gy ( miB20K NbtlexadtlywRat 8 aaléiny S G A D
their mid-80swants to facé
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Fig.13¢ Summary(Jack and Jill)

The Income, Expense, and Asset Breakdown plots for Jack and Jill show thefsamation as they did
with Mary Lamb, but now for two peoplé should be noted that in the Asset Breakdown ({léig. B),
non-retirement funds for the two individuals are combined, as are Roth asBaleferred funds are
kept separate to accommodatdetermination ofRequiredMinimum Distributions (RMD).

- Work #1 = Work #2 - Pension #1 = Pension #2 - SocSec #1 = SocSec #2

($1000

W
o
=
]
L
=
=
-

0-

2015 2020 202 2050 2055

Fig.14 ¢ Income Breakdowr(Jack and Jill)
In thelncome Breakdowfor Jack and Jill, there are a couple items worth noting:

T WAtEQa {20Al f orde8n® dpNROd)atwoadzedips$2020 Krgl 2021), anone
spke(2022)p Ly WAffQa FANBRG FS6 &SINB 2F {{=



amount allowed by S$1310/month, or $15,720/gar for 2016). As a result, SS withholtsth
her July and August 20Becks (Wich, because benefits are paid the month after they are
GSFNYSREZ FFNB FOhGdz-tfte GKS WdzyS 19 30®, avdddae o6 Sy ST
checks) How manypaymentsare withheld depends on the amouhy whichwork income is
expecedto exceed the S@nnualf A YA (i & Lmpbst afane 6f & witkheld 288 checks is
refunded in 2019and then increasing portions of the 2019 to 2021 withheld amounts are
refunded the following February (i.e., with the January benéfius, the Februarghecks for
2019 to 2021 are theesult of theJanuary benefit being withheldndthe excess withholding
from the prior year being refundedrinally,y WA f f Q& LJ NI A Odzf | NJ AA (dzl G A2
benefits withheld in 2022 (the year she reaches RRA), so the refund of the excess
withholding in 202Jprovides for a nice bump in the size of the February 2022 check.
9 SS standard procedure is to withhold entire monthly benefits and then calculate refunds at the
end of the year if the total withheld amaoti was too muchAll is not lost, however, when
benefits are withheldSSat | LIS NERAR yiilidérease the benefits that had been reduced
(due to taking them before FRA) based on how many mongimefits were withheldL y WA £ f Qa
present situation, beefits were actually withheld fds months. Thus, at her FRA, her benefits
will be adjustedupward to what she would have received had she fide@2 years ané
months rather than at 62 and. 1
1 If Jackdeparts as estimateth March2 ¥ H n p m ZI1B péjniebilldoe replacedbithe

largerWIB(which will actually be her RIB plus the additional amount needed to provide the
monthly WIB benefi)RIBl La>X | & RA&0dza&dSR SINIASNE A& Yy2YAY
benefit to the level that the dceased spouse was getting or could have been getting. However,
AG fa2 SyrofSa  0SYSTFALG 2F dzl) (42 ywop: 2F (K
than that. In the particular situation of Jack and Jill, Jack was only recédifigf his B, so
WAEfQa 6AR2g6 0SYSTA(GA ¢ 2RIA (& canOdisdan atthé rigiat & Fi@ NS | G S
14)

InJack and Jill Bxpense Breakdowahart(Fig.15), miscellaneous expenses, rising with inflation over

the years, dominates their expenses. Myage and loan payments are relatively low and terminate in

2020, while federal taxelsJt dza a SRA OF NB ardlowdbut cimbéslovigNaBhYtih el2wlyi

Medicare premiums contribute to the blue line aftidweir assets are depleted in 204
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Fig.15 ¢ Expense Breakdow(Jack and Jill)

In the Asset Breakdownhart for Jack and J{lFig.16), the progression is seen as they sequentially burn
throughnonNB G A NBYSy (i &l @Ay 3 adferredaciokintahctreSiialy WA Wt Qf @a L @i | &I
benefits early, and not reducing spending, was their retirement plan, it better be that they heome @

daughter who will take them in.

When Jack and Jill look at théiicome & Federal Tahart (Fig. T), it primarily shows that thywould

be operating solidly in the 10% and 15% tax brackets. If they had enougietirement assets to
generate somdongterm capital gains they could have them tax free, but they have too big of a gap
between income and expenses to enable that to hexpp

Takinga More Prudent Approachc Jack and Jill, looking for a better retirement strategy, experimented
with delaying their filing for SS benefitsut that alone was not going to be sufficieit one approach

that provided better resultsalthoughstill not acceptableJack delayed his retirement for one year and
each waited until theiFull Retirement Ages (66 and 2mnths for Jack; 66 and 4 months for Jill) to file for
benefits. The adjusted slider positions and results are shown in&ig. 1
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Fig.16 ¢ Asset Breakdowr{Jack and Jill)
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Fig.17 ¢ Incomeé& Federal TaXJack and Jill)




Fig.18 ¢ SS&R RIB Slideas FRAAgeE Y R WI 01 Qa4 wSGANBYSyYyd 5S¢ &8

JackJooking forsome meanso avoid falling down a declining asset hilxt looked awwhat would

happenif they bothdelayed taking benefits 2 ' 3S Ttn® . STF2NBE R2AYy3 &a23 K24
Oft A01¢ 2y (KS RabwetdpplicationRdr 6. NSR yOF AdALY AlyKaS 2y G KS a[ 21 R
. FAaSt AySé 0o dzirdsaligewill lieKeSinad dzihbl Bsyldy for reference.

Jack and Jjlbverall like what they see in Fitp. They would prefer to not consume so much of their
savings beforatarting Social Securitiput they very much like that their assets stay relatifily

through their anticipated lifetimesThe higher benefit level that results from their patience does a much
better job of keeping up with thesing costs of living as they get deeper into their retirement yed#rs
might also be noted, in the box abe the sliders, that the NPV (Net Present Value) of tB8irenefits
increase bynore than$40,000 as a result of delaying collection of benefits from FRA to age 70.)



