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Early retiree

• Age 61 now
• 60,000 spending need
• Social Security benefit (not counting 

COLAs):
• Claim at 62: $1,983
• Claim at 66 and 8 months (FRA): $2,800
• Claim at 70: $3,509
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Breakeven age = 77
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Drawbacks to the 
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• Requires crystal ball to answer “how long 
will I live” question
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Drawbacks to the 
breakeven analysis

• Requires crystal ball to answer “how long will I 
live” question

• Applies to single individuals
• Does not incorporate auxiliary benefits (spousal, 

survivor)
• Psychologically misleading: Delay = 

deprived
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Scenario planning: 
where to start

• Ask clients if they have thought about when to claim 
Social Security

• Correct any misperceptions they may have (such as the 
rules for claiming spousal benefits or earnings test)

• Explain maximization strategies
• Delay benefits – calculators show the lifetime 

value of delaying
• Take advantage of spousal benefits — if available
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What benefits may client be 
entitled to?

• Did client pay into Social Security at least 10 years?
• Have client download latest statement from 

ssa.gov/myaccount
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What benefits may client be 
entitled to?

• Did client pay into Social Security at least 10 years?
• Is client currently married? 

• How long? 
• At what age did this marriage take place? (Under or over 

age 60?)
• Have there been any prior marriages? For each prior 

marriage,
• When and how did it end?
• How long did it last?
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Possible benefits

• Retirement benefit from own earnings record
• Spousal benefit from current spouse
• Survivor benefit from deceased spouse
• Divorced-spouse benefit from previous spouse(s)
• Divorced-spouse survivor benefit from previous 

spouse(s)
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Married couple: Bob & Betty

• Bob, age 65. PIA $2,800
• Betty, age 63. PIA $1,500

When should they claim Social Security?
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Spousal Planning Calculator
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First-year survivor benefit
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Maximum Benefit 
Scenario
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Divorced client: Debbie Davis

• Age 65
• PIA $800
• Was married 10+ years
• Currently unmarried
• Divorced over 2 years ago
• Ex-spouse’s PIA $2,000
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Claiming scenarios for Debbie
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Divorced client: Debbie Davis

• Age 67 (born in 1953)
• PIA $2,200
• Was married 10+ years
• Currently unmarried
• Divorced over 2 years ago
• Ex-spouse’s PIA $2,000
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Widow #1: Wilma Weber

• Age 60
• PIA $800
• Husband died before claiming; his PIA $2,400
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Widow #2: Wendy Wilson

• Age 60
• PIA $2,200
• Husband died before claiming; his PIA $2,400
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WEP/GPO
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Why use calculators?

• Shows lifetime benefits under suggested claiming 
scenarios based on client’s individual situation
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Why use calculators?

• Shows lifetime benefits under suggested claiming 
scenarios based on client’s individual situation

• Flexibility to add your own scenarios
• Rules are built in – no danger of recommending an 

invalid scenario
• Flexibility to change assumptions: life expectancy, COLA
• Handles unusual cases such as age disparity between 

spouses
• Impressive report
• Leads to further discussion of products and services
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Estimating the PIA
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Primary Insurance Amount
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Factors that can change the PIA

• Additional earnings – or lack thereof
• Cost-of-living adjustments (COLAs)
• Social Security laws could change
• Offsets due to noncovered, overseas, or 

Railroad employment 
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PIA vs. statement estimate
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through the prior year and known bend points
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PIA vs. statement estimate

• PIA is “officially” calculated at age 62 using earnings 
through the prior year and known bend points

• This number does not appear on the statement
• Rather, estimates shown on statement presume 

continued work at current salary until claiming age 
and reductions or credits based on claiming age
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Average Indexed 
Monthly Earnings (AIME) 
for baby boomer born in 

1958

Maximum earnings 
since 1980

$4,487,212 in total 
indexed earnings ÷ 420 

months =
$10,683 AIME



Bend points
http://www.ssa.gov/oact/cola/bendpoints.html
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PIA formula
https://www.ssa.gov/oact/cola/piaformula.html
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Primary Insurance Amount (PIA)
calculated in 2020 using earnings 

through 2019
• Baby Boomer born in 1958 – age 62 in 2020
• Maximum Social Security earnings every year since age 22
• AIME = $10,683
• PIA formula:

• $960 x .90 =       $864.00
• $4,825 x .32 = $1,544.00 ($5,785 - $960 = $4,825)
• $4,898 x .15 =    $734.70 ($10,683 - $5,785 = $4,898)
• Total =             $3,142.70

PIA = $3,142.70
Amount worker will receive in four years at full retirement age not 

counting COLAs or additional earnings
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“What if I keep 
working?”

Add four years of 
earnings

$4,578,839 in total 
indexed earnings ÷ 420 

months =
$10,902 AIME
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Add four years of earnings

• New AIME = $10,902
• PIA formula

• $960 x .90 =       $864.00
• $4,825 x .32 = $1,544.00 ($5,785 - $960 = $4,825)
• $5,117 x .15 =    $767.55 ($10,902 - $5,785 = $5,117)
• Total =             $3,175.55

PIA = $3,175

Amount worker will receive at full retirement age not counting COLAs 
or additional earnings

For a maximum earner, four more years of work will add $33 to the PIA



“What if I retire early?”

• Estimate for a client age 58 now

65

Stop work at age PIA*
67 $2,900**
58 $2,775

*Based on SSA Quick Calculator estimate

**This is the estimate shown on statement
~$125 more than amount client will actually receive



How To Determine PIA

• Have client get statement from 
www.ssa.gov/myaccount

• Have client use Retirement Estimator 
www.ssa.gov/estimator

• Use one of the SSA benefit calculators: 
www.ssa.gov/planners/benefitcalculators
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www.ssa.gov/myaccount
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www.ssa.gov/estimator
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www.ssa.gov/planners/benefitcalculators
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Calculator limitations
(or why they need you)

• All numbers are estimates
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Calculator limitations
(or why they need you)

• All numbers are estimates
• Earnings test is not accounted for

https://www.ssa.gov/OACT/COLA/RTeffect.html
• Taxes and other income are not accounted for
• Gap income is not accounted for

(your opportunity to present solutions)
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How to build your business with 
Social Security planning

• Educate yourself
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Educate yourself
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Educate Clients and Prospects

FINRA-reviewed presentations
• Savvy Social Security Planning: What 

Baby Boomers Need to Know 
to Maximize Retirement Income

• Savvy Social Security Planning for 
Couples

• Savvy Social Security Planning for 
Women

• Savvy Social Security Planning for 
CPAs and other Professionals

• New: Two 30-minute workshops
• What’s new with Social Security? 7 

Topics to Watch in 2018
• Basic rules and strategies
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Drip mailing campaign
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www.horsesmouth.com/ssdem
888-336-6884

http://www.horsesmouth.com/ssdem
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