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The
Biggest Social Security Mistakes
What Baby Boomers Need to Know

Social Security can play a very important role in a retirement income plan. As
one of the few sources of lifetime, inflation-adjusted income available today, it
is important to make an informed decision when choosing your Social Security
strategy.

Learn how to
improve your
Social Security
lifetime income
benefits.

Throughout the working years of your life, you have dutifully paid into Social
Security in hopes of having a comfortable and enjoyable retirement. Social
Security combined with your 401(k), pension, or IRA will hopefully provide you
the retirement lifestyle you desire. While this may be true, you need to be
diligent to make the Social Security choices that will maximize your lifetime
income benefit.
There are ten major social security mistakes that Baby Boomers make that can
minimize their lifetime income benefit. Before you make the same mistakes,
take the time to learn the errors you should avoid and the tactics you need to
take to improve your Social Security lifetime income benefits.
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1. Not Checking Your Earnings Records for Accuracy
Being sure that you have
an accurate record of
income

is

the

responsibility of both you
and your employer. From
the

time

you

start

working to the time you
stop,

you

should

be

keeping a record of the
earnings that have been reported with your Social Security number.

Keeping track of
how much you
have earned is
important.

Regardless of whether you are self-employed or have an employer, keeping
track of how much you have earned is essential. Your annual earnings over your
lifetime working career determine the benefits you receive from Social Security.
One misstated or missing year could result in a reduced benefit amount.
As the statements of Social Security earnings are no longer mailed
automatically, there are thousands of people who overlook the simple process
of checking these records annually. Your personal information and earnings
history will be very important during retirement consideration. If there is even
one record of earnings missing, there is a good chance you will not be credited
for those wages when you apply for benefits.
Although an up-to-date Social Security Statement is no longer delivered to your
mailbox every year, it is still easy to get a current statement. Simply create an
account on the Social Security Administration website and follow the prompts
to view and download your earnings record. Review your record for accuracy,
and make sure any errors are corrected to ensure you receive the benefits you
are entitled to.
Many people are unaware that checking their annual Social Security statement

You want all the
benefits you
deserve for your
hard work.

for earnings records is an important part of their retirement planning. This is
especially true if you are still working and have new earnings being reported.
Now that statements are no longer mailed automatically, a few extra steps are
required. Thankfully, they are not difficult and can make a huge difference to
your benefits.
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2.

Not Improving Your Earnings Record When There is Still Time
One of the most critical strategies
baby boomers overlook is taking
advantage of improving their
earnings records while there is
still time. The process of
calculating your Social Security
benefit is complex, but one of the
easiest ways to maximize your
benefit is by increasing your

number of high-income years.
Your Social Security benefit is calculated based upon the 35 highest years of
earnings over your lifetime. Two major factors affect your potential benefit:
low-income years and zero income years. Most wage earners were making
substantially less income 35 years ago than they are today. The good news is
that for every year you work at a higher wage, a lower wage year drops off,
increasing your overall earnings base. The second factor is years in which there
is zero income. This tends to most greatly affect women, who are more likely to
leave the workforce to raise a family. As with low-income years, zero income
years are dropped as earning years are added.

Plan ahead by
earning more
income so you
are fully
prepared.

The manner in which benefits are calculated makes it extremely important to
not only work a minimum of 35 years, but to extend your working years to
compensate for any low or zero income periods. As your average wage rises, so
does your Social Security benefit. Extending your working career to feed higher
numbers into your Social Security benefit calculation will also allow you more
time to make additional contributions to other retirement accounts such as an
IRA or a 401(k).
You may think improving your earnings record may not have a significant impact
on your Social Security income benefits, but it can. One or more years of
increased earnings can result in thousands of dollars in additional benefits over
your lifetime.
Taking the time to plan ahead is a key tenet of prudent retirement planning.
Many people approaching retirement age, however, fail to understand the
importance of their final earnings years. Regularly checking your earnings
record, ensuring that you meet the required minimum number of working
years, and maximizing the number of high income years are all integral parts of
maximizing your Social Security benefits.
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3.

Minimizing the Value of Social Security Benefits
Over
the
years,
people have frequently
underestimated
the
value of Social Security.
Hundreds of financial
providers have stated
that there will not be
enough funding to
provide benefits to

recipients of Social
Security. Throughout
the stages of accumulation over our financial lifetime, this is possibly the most
misunderstood message we will hear. Assuming no changes are made, current
estimates show Social Security is viable through 2037. Minimizing its value can
be a grave mistake for virtually any retiree.

Don’t
underestimate
the value of
Social Security to
your family’s
well-being.

While your personal accounts may diminish over your retirement years, Social
Security is a guaranteed monthly income stream for as long as you live. The
right Social Security income benefit choice can provide up to as much as five
times the income of a private pension plan for a middle class household. No
matter the state of the economy, the funds you have paid into Social Security,
which have historically grown with inflation, will be there for you. This makes
your Social Security investment a solid source of income.
Many new retirees minimize the value of their Social Security lifetime income
benefits. Some mistakenly believe that Social Security benefits will be a bonus
benefit instead of a solid, reliable source of income. Understanding how to
maximize the value of your benefits can significantly impact your lifetime
income benefit.
While there is no law that guarantees Social Security, it is fully backed by the
promises of the United States government. It is difficult to imagine that the
government would cut such benefits and risk the tremendous political blowback
that would inevitably result in throwing millions of individuals into a state of
poverty.
Despite the issues that face it, Social Security will provide important support for
the foreseeable future, making it important to maximize, not minimize, your
potential benefits.
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4. Not Coordinating Benefits with Your Spouse
Many people don’t know
they can share their
spouse’s Social Security
benefits. It is very important
to understand the rules
around these “spousal
benefits” in order to
maximize lifetime benefits
not only for yourself, but
also for your spouse.
The following provides only a general overview of spousal benefits. The rules
are very complicated, and consulting a Social Security Associate will help you
avoid making a wrong decision.
To simplify this explanation, the following assumes the husband is the higher
wage earner, and the wife will be collecting spousal benefits based on the
husband’s earnings history. Spousal benefits are actually gender neutral.
For a husband or wife to begin receiving spousal benefits both the worker and
the spouse must be at least age 62. In addition, the worker must have filed for
Social Security benefits first before the spouse can claim benefits based on the
worker’s earnings.

“Filing and
suspending” can
be a smart
strategy for some
couples.



If the worker is at full retirement age, he can then choose to delay collecting
benefits to maximize his own future benefits. This strategy is referred to as file
and suspend and allows delayed retirement credits to accrue which will increase
benefits when payments are resumed. This strategy also gives the spouse the
opportunity to collect spousal benefits even though the worker is not yet
collecting his own benefits. Not only will his benefits be higher, but his spouse’s
survivor benefits will be higher if he pre-deceases her.
Wives who qualify for benefits based on their husband’s earnings are entitled to
the larger of their own benefit or 50 percent of the amount their husband
would receive at his full retirement age. Although spouses can start collecting
benefits at age 62, applying before full retirement age will result in reduced
benefits. Spousal benefits do not continue to accrue beyond full retirement age,
so it does not make sense to wait beyond full retirement age to apply for
spousal benefits. If you qualify for spousal benefits and your own Social Security
benefits, Social Security will give you the higher of the two amounts, not both
added together.
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5. Taking Benefits Too Early

Taking your
benefits early
requires
thoughtful
consideration.

Upwards of 80 million Americans
will be able to cash in on their
Social Security benefits in the
coming decades. While this is a
staggering figure, still more
surprising is the approximately 2.9
million individuals who are
currently receiving benefits before
their full retirement age. The obvious downside of this early selection is reduced
lifetime income benefits. Deferring benefits past the current full retirement age
of 66 will result in an even larger monthly sum.
If you can defer those benefits, then do so! By waiting to start collecting your
Social Security benefits, you can increase your overall retirement living
standards as much as eight percent a year up to age 70. By virtue of
compounding, waiting until age 70 to start collecting benefits will give you a
33.3% increase in benefits. This average eight percent annual return can easily
beat a conservative, near-retirement portfolio. For instance, if your IRA or
401(k) are not providing a higher return than the 8% on your Social Security
benefit, delaying Social Security while withdrawing other assets may be a smart
financial move.
Although the benefits of delaying retirement are clear, studies have shown that
an astounding 67 percent of workers have a plan to retire and collect their
Social Security before the age of 66. While there are those who are in need of
such benefits and have no other choice but to collect as soon as possible, many
seniors elect to take their payments early due to a lack of knowledge or
misplaced fear. Weighing out the various options for retirement funding is
highly important.

Whether or not
you plan to
continue work is
highly important.

Of course, age is not the only factor one should take into consideration when
deciding to start collecting benefits. Whether or not you plan on working is a
highly important factor in ultimately making your decision. You can temporarily
reduce your Social Security benefits, along with increasing the taxes on those
benefits, if your earnings are too high.
With a multitude of stategies for Social Security available, it is important to
review both your own and your spouse’s choices before collecting. Be sure to
consider the positive and negative factors of each option in selecting your Social
Security benefits.
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6. Taking Benefits Too Late
We’ve covered the pitfalls of
taking Social Security early,
but there are also downsides
to taking those benefits too
late. There are four main
reasons why one should avoid
taking Social Security benefits
too late. Collecting benefits
at the optimal time is crucial
in ensuring that you receive
the most out of your investment. Be sure to thoroughly examine all your
options before choosing a strategy.
First is the need for income. For most people, there will come a point in their
lives where they are no longer able to work for a living. Seniors who cannot
work and do not have other sources of retirement income should apply for
Social Security benefits as early as necessary. If delaying benefits results in
increased debt or a sub-standard lifestyle, the benefits of waiting may not be
worth it. Coordinating your needs with your income benefit is the most critical
aspect of Social Security planning.
Another important factor in determining when to take your Social Security
benefits is life expectancy. For example, men, on average, have shorter life
expectancies than women, so they may benefit from taking their benefits
earlier.

You want to
consider the
effects of income
taxes on your
benefits.

The third pitfall of taking benefits too late is the inability for single individuals to
transfer their Social Security benefit upon premature death. The one exception
is if the single deceased individual has a child under the age of 18; otherwise,
the remaining benefits will be untouchable by other persons. Singles who want
to pass on a legacy to other individuals should closely consider all of their
options, and perhaps seek guidance from a financial professional.
Taxes are the final aspect one must carefully consider when electing to receive
Social Security benefits. There are specific and highly unique ways in which
these benefits are taxed. One of the most important reasons to consider
receiving your benefits earlier in your retirement is if you expect that your
taxable income will be substantially higher throughout the later years of
retirement as opposed to the earlier years. Take a close look into your potential
tax rate and plan out when and how to properly claim your benefits to minimize
your taxes. A financial professional can help.
Find a balanced position when considering the appropriate time to apply for
Social Security.
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7. Not Understanding Survivor Benefits
It is equally important for
both you and your spouse
to understand the rules of
survivor benefits. Should
something

unfortunate

happen, survivor benefits
can be a critical tool in
helping

your

family

members maintain their
standard of living after
you have passed on.
A simple ten years of working and participating in the Social Security program
will enable one to be eligible to pass along this valuable benefit to survivors. The
more money the deceased made throughout his or her lifetime, the higher the
overall value of their survivor benefits.
Family members eligible to receive survivor benefits include widows, divorced

Understand the
rules for
survivor’s
benefits.

widows, children, and dependent parents. Survivors need not be eligible for
individual benefits in order to qualify for survivor benefits.

Widows and

widowers must have been married to his or her spouse for at least nine months
before death occurred to receive survivor benefits. Dependent children are able
to receive survivor benefits until they are 18 years of age.
Surviving spouses have the option to choose whether to receive social security
benefits based on their own working record or their spouses; at this point, it is
wise to look into the situation to see which would provide the highest level of
benefits.
It is important to note that if a widow or widower remarries prior to age 60, he
or she may lose eligibility for survivor benefits. Remarriage after age 60 does
not prevent or discontinue entitlement to survivor benefits.
The rules are complex, and often times it is necessary to seek out professional
advice, so do not be afraid to speak with a Social Security Associate. Be sure to
completely understand survivor benefits before making any adjustments or
changes to your Social Security benefits.
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8.

Not Minimizing Taxes on Social Security Benefits

Uncle Sam will not cut
you a break, even in
your retirement!

Yes,

the federal government
will tax income on the
Social Security benefits
you receive.

A professional
can tailor a
strategy to get
the most from
your Social
Security benefits.

Baby boomers often discover too late that the lifestyle they expected to lead in
retirement is compromised by the taxes they must continue to pay. Just as
during your working career, minimizing taxes on your various investments
requires planning. Strategies are in place to properly aid you throughout this
process, but it is often suggested that you seek a professional to help ensure
you are going down the right path for your own personal retirement plan.
The most obvious way to reduce your tax burden is to delay your benefits as
long as it is beneficial. If you can generate enough income from your other
assets to support your lifestyle, delaying your Social Security will reduce your
income, thus reducing your taxes. Your combined income from Social Security
and other assets will generally be higher than either source alone, thus
increasing your overall tax rate.
A financial professional may be able to help you coordinate your Social Security
income with other sources of income that are non-taxable, such as a Roth IRA.
While some seniors try to stretch their funds by managing their own accounts,
the customized strategies offered by financial professionals often result in more
income than will be achieved by untrained individuals. A relationship with a
properly-trained and credentialed professional may enable you to stretch your
retirement savings and Social Security benefits to their furthest extent.
Get the specifics. Whether this is by doing your own research, calling in to your

Consider the
taxes on your
benefits.

local Social Security Administration Office, or hiring a professional, be sure you
are fully educated on the tax implications that can be associated with your
Social Security benefits. Do not allow yourself to lose out on your hard earned
retirement money. Before collecting benefits, consider strategies to minimize
the taxes on the Social Security benefits.
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9. Not Coordinating Social Security with Other Sources of
Retirement Income
From your IRA to your
401(k),

there

various

sources

retirement

are
of

income

that you may not
have

taken

consideration

into
when

examining your Social
Security benefits.
Your retirement goal is to maximize your various sources of income while
minimizing your overall taxes.
There are several ways the taxman can open your wallet if you aren’t paying
attention. By properly coordinating your Social Security benefits with your
various other retirement income sources, you will be able to keep the most out
of what you have saved throughout your lifetime.

Smart investors
will coordinate
their benefits
with their other
income sources.

Be aware that while municipal bond interest is not taxed, it does count as
income, and will therein lead to a tax when your calculation includes your Social
Security benefits. In line with this, getting a head start and planning on what
the minimum distributions are for one’s IRA play a key role as well. Keep in
mind that the distributions from an IRA can also increase the overall bottom line
for the taxable income on one’s Social Security benefits. The mere possibility of
this being subject to taxation proves highly frustrating to many people.
When it comes to combining Social Security income with the income derived
from other assets, coordination is key. For example, some baby boomers find
that one of the best ways to receive the most income, income tax free, is by
using the favorable taxation of a Roth IRA. Withdrawals made from a Roth IRA
when taken after age 59 ½ are income tax free and the assets remaining in the
Roth IRA will continue to grow tax free. The only taxation on a Roth IRA is on the
income used to fund the Roth IRA. As you can see using a Roth IRA can be can
be very effective when used in conjunction with your Social Security Benefits.
A properly certified financial professional can help you discover your best
coordination strategy.
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10. Not Taking Advantage of the Divorced-Spousal Benefits

Benefits for a
divorced spouse
may be valuable.

One aspect of Social Security that is often overlooked is the divorced-spousal
benefit. There are rules to be aware of in regards to how long the couple had
been married, whether or not they ever remarried, and just who is allowed to
claim such benefits.
It is possible for divorced spouses to collect on the Social Security benefits of
their ex-wife or ex-husband based on their work record without affecting their
ex-spouse’s benefits (or even the benefits of their ex’s current partner, if they
are remarried.) Most often, the Social Security office will not notify individuals
when their ex-spouse is collecting benefits based on their earning records. The
ex-spouse does not need to have filed for benefits in order for an individual to
collect spousal benefits on their record as long as he or she is age 62.
Additionally, the divorced spouse collecting the benefits must be unmarried and
at least 62 years of age.

Research all the
strategies for
increasing your
Social Security
benefits.

One of the most important requirements in order to collect divorced spousal
benefits is that the couple must have remained married for at least 10 years
before the divorce finalized. Collecting on an ex-spouse is gender neutral. The
overall amount of benefits received will depend almost solely on when he or she
first files for Social Security benefits along with the amount of the worker’s
benefit at their full retirement age. In order to receive the largest sum possible,
the divorced spouse should be sure and wait until their own full retirement age
and then file for benefits.
There will be absolutely no repercussions to the Social Security benefits of
either party if the unmarried ex-spouse collects on their ex’s Social Security. It is
a unique benefit afforded by Social Security system that many people are
unaware of.
Be sure to research all available strategies for increasing your Social Security by
use of this benefit, or a variety of others, to make the most of your retirement.
Frequently, professional guidance will be the greatest aid in your quest to
receive the maximum Social Security benefit available.
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Learn More
This Financial Professional offers education and resources to help you
understand and maximize your valuable Social Security benefits.
For more information, please contact the Financial Professional who provided
you this Book.

James Biasotti

The Financial Professional who provided this Book is not employed or endorsed by, or
affiliated with the Social Security Administration.
The material in this Book is provided for educational purposes only and does not
constitute legal, tax, or investment advice. The information contained herein is based on
current laws, which may change in the future. This material was not intended or written
to be used, and cannot be used, to avoid penalties imposed under the Internal Revenue
Code. The Financial Professional who provided this Book cannot be held responsible for
any direct or incidental loss resulting from applying any of the information provided in
this publication or from any other source mentioned. Anyone to whom this material is
promoted, marketed, or recommended should consult with and rely solely on their own
independent advisors regarding their particular situation and the concepts presented
here.
To contact the Social Security Administration call 800-772-1213 or go to www.ssa.gov.
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