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This gulda presents a general overview of certaln rules related
to Soclal Sncurity and the Ideas prosented are nat
Indlviduallzed for your particular situation. This informatlon is
based on current law which ean be changed at any time,
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» Health and Future of Social Security
» Social Security Maximization Strategies

= Social Security Cash Flow
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Funding The System

- Benefits are wage driven

« Employee and employer each pay
+ 6.2% for Social Security (OQASDI)

— §113,700 cap on taxable eamings for Soclal Security
(2013 limit)

— 20142032 Raducaed Employee Social Security Taxas

+ 1.45% for Medicare Hospital Insurance (HI)
— Affordatle Care Act increase

Beagea; hitpivewwsan govicola/Oe 2012

ke i T

hapasy.




Funding and Calculation of Benefits

Becaming eligible

+ 40 quarlers {10 yoars} of wages that wern subject to Seclal Security
payroll taxes

* Quarters do not need fo ba consecutive
+ Cuateto do not exple snd will remain an Social Seeurkty record
Beneflts calculated based on average of the 35 highest
years of earnings
* 50 usedin oll years lass than 35

= Will result in a lawer benafi

Swaoe: SHA Publicallan He. 051000, IGH AS1385, Februsry 2007
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Health of the System

Facts & Figures
» 52,7 Trillion Trust Fund
* §736 Billion In Benefils Pald in 2011
= 505 Billlon Added to Trust Fund [n 2611
= By 2033 Trust Fund will be Depleted
« 75% of benefits to be pald al that paint

Erce; www.sargev & of Ooicber 262
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Potential Future Changes?

Increase Soclal Security Payroll Taxes by a total of 1%
* Increase |o B,7% for employees f 6.7% for emplayers
» Extends ife of Social Security Trus! Fund lo 2056

Increase Social Security Payroll Taxes by a total of 2%
» Incresse to 7.2% for employees { 7.2% for employers
= Extends [ife of Soclal Security Trust Fund to 2083

Souwrzu: Gongress of Lhe Unied Slates Congieasichil Budgel Qffica: Soclal Gesuty Peley Gpticns,
July 2010
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Potential Future Changes?

Uncap Eamings Limlts an Soclal Securlty Payroll Taxes
« Apply to both employer and employea
« Exiends iife of Soctal Securily Trust Fund {o 2083

Ralse Full Retirement Age
= Increasa {o 88 for thosa born afler 1966
» Bues nol extend (ifa of Socinol Becurity Trust Fund significantly
= Increese {o 70 for those bam aflar 1575
+ Dots nol exiend (ifa of Sodal Securily Trust Fund significantly

Goxape: Congrews of Lhe Unted Sinten Gongiessional BisipH Cifea: Bogiat Becurity Poficy Optlon,
Hady 2000
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Social Security _
Maximization Strategies
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Social Security Maximization Strategy

= [n 2011, 74% of Social Security beneficiaries
received reduced payments

= Why Do Clients Flle Early?
= "Bird in hand”
» [on't trust the govermnmeant
« Anficipate shorler lifaspan
« Take and invest

Smace: www.ase gov Ba of Oclcher 2012
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When To Commence Benefits?

* Full Retirement Age (FRA}
= Early Retlrement
= Pelayed Retirement Credits (DRC)

Pt Ly Irlayst
Netltirient Frilivmen Fellismert

Bourca: wyew.ssx.gev as of Cricker 2012

Taking Benefits and Working

Sowre: wyyw,ssa oy o8 of Dotoher 2012
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Social Security Maximization Strategy
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. __ Monthly payment: _ .
= Claim a1 62: §1,600 Breakayon Pojists: / 1,530,112

$lamam - _ p)aim af 66; $2,000

stmmm o o= Clzim a1 T0: $2,640 Aga 70 va, 652 Aga 01 / - $1,205117

. £,07, 43
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This is & hypcthelical example for ithatretive purposes only. This sssumes & kilasticsmant nge
benelt of 374,000 n yeas, an snnual tost of Iving sdjusiment of 3%, and (ha cliend living 12 pge B5.

ke £3 27

e




Social Security Maximization Strategy

“ EXPECTEOLITE o u_mmnualsmm' COUFLES ASE 63

B0% are trpectedin et agu: ¢ I5% re cepecied Io five (o oge:

"Botuen: t1.8, Antmity 2000 Movtaley table, Society of Actuasies
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Spousal Benefits

Married individuals can claim Social Security
bensafits based on

= Personal eamings record, or

"= Spouse's eamings record

If electing based on spouse's earnings record

= Spousal bensfit is up to 50% of their spousa's Soclal Securily
banafit

* Gannot clalm spausal benalit untll tha spousa files for benalils

Gource; wyw ssz.gov as of Dcicher 312
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Survivor Benefits

Surviving spouse can receive or step up to the
benefit of the deceased spouse
= I survivoris full retiremant age, 100% of spouse’s boenefit
» Survivor benefits generally begin at age 69

« Survivor benefits reduced if recsived before full reliement age —up
to 28.5%

« Exreplions for widowers wilh children whe are under 19
= Survivor can swilch to hls or her own benefils
» Advaniageous if grealer when full relirernent age reached

Sourca: wew sax.gov as of Gelcher 2012
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Socjal Security Maximization Strategy

Mati dies Jen dins
at age B5 al ago 92

B

This a a hypothetical examgln for | ive purp enly.

Jen and Matt are
maniad and bath 62
years old

Malt's full monihly Social
Becurily benefil ot nga &
will be $2,000: :

Social Security Maximization Strategies

Option 1: File Early At Age 62

This i # hypedhelesl example for ifusitatlva purpeses enly,
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Social Security Maximization Strategies

Option 2: File At Full Ratirement Ags

B

;

Thes i & hypaihkal ersmpla for ilknirative pupcses enly,

At Mlos ot 66, lives 19 years ™ -
- Receives $2,000 pes month/ 524 000 pet yaar -
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Social Security Maximization Strategies

Option 3: Mau Files & Suspends

Matt filos at 68, llvas 19 yoars, °
suspends heaefits uplil age 70
: Atage 70, racelvish $2,540 pet monit / §31,680 por yenr
£1

Thia i 0 hypedhelkcal example fof ibusitative paposea cnly.

e DA

Soclal Security Maximization Strategies

Matt ond Jen Clalm at 62
= 3414000 of his benefin

= $191,70C of spous st Benafis

= 1N of survivee benofts

Mott and Jen Claim at 66
= $458,000 of hin banefis

« 328000 apounsl banelits

v $158,000 of aurviver hepafds

Matt Fllvs B Suspends at 66
« 34757000 kis hanafiy

« Y500 of npoianl benelty

+ 221,760 of widvived benefits

Thex i a hiprothndcal axampte for Bkaitative pupeses enly.

Aty 1 447
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File and Suspend

= Increases bepelits for couples who reiire
at differant apes

* Things to remember

Mnzifed couples are eflgible fof benefis based o
m:tir marninga bistory or thair spouse's eamings
ory

Clentd ctnnal coliect on your cpouae's sarmings
histery unlil yous spouse filen for benefits

Clenta can fie for benvfits and immediaizly
suspand recelving those benafits

Spouse who suspends the benefita conlinues to
receive deloyed fetirement tredits (DRC)

“Suspending® spouca must bave reached bl
retirement nge

Thia s a hiypoihetical srampls lor ualeative paposes only.
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Social Security Maximization Strategy

1

Adum dies Meghan dies
ot aga B5 o nge 92

Atam and Maghan
aro manied and
bolh 66 years
old

i

Ths ta & hypothetical example tor lhstrative pupoazs only,

Meghaon's full menlhly Sodal
Geeunly berefit at ago 65 -
will be $1,500 por month |
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Social Security Maximization Strategy

Option 1: oghan files and Adam wails

Mugh 1 fites Tor benafiis at |
age 6 it

a_Slis jocoivos $1,500 per month f:'S_l'!!'.l.!.lil!il m:ryirmilurtﬂ vo
14" Survivar henefits of $2,640 ionlli/ 531,600 pef yaue for Tyears

This I a fiypothaticsl axampte for Dusiralive purpoaes only.
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Social Security Maximization Strategy

Option 2: Adam les a Restricted Application

iésat!‘is.'_hu'r:huh'gfi's_ unnffé'dtqlti —:

Thin is 3 hypcthatica) prampla lor Llustrative purpcaes enly,
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Socijal Security Maximization Strategies

Meghan Flles At 65 ¢
Adam Flles At 70

« $475,200 of his benefila

= $342,000 af her benelits

= §221,760 of nurvivor benelin

Adnm Uses

Resirlcled Application

= $34,000 of cpousal henzkts
* $475,200 of his benefis

= 3342000 of her banalits

= §221,760 of survivor benefilo

Thia b s hypothelkcai euampls for Eisbiplive purpises anly.
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Restricted Application

» [ncreases banofits for couples with thalr own earnings
history who may ba retlring at different ages

= Things to remember;

. * Individuals can collee! spousul benefits and allow Lhefr personal
eamings hisiery benefls {o receive deloyed refirement crodits

« Individuals cannel colleed benelits en thalr spouse's eamings hislory
unill {helr spouse files for henefits

» Indivicunls cannat file a restricled applicallon until they have
reached full relirement age

Thes i a hiypethelkal gximpio fof ihoatralive pupeses anly.
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Social Security Cash Flow
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Calculating Social Security Cash Flow

= What is Net Cash Flow?
* Soclal Security Cash Flaw Reductlons
- Taxes

~ Medicare Premiums

Aate Y}

Taxation of Social Security Benefits

Benefits may be taxable depending on the amount of
ellent's provisional Income

S KW AT
T P,

Taxation of Social Security Benefits

Benefits only taxable if provisional income exceeds:

Dowrce: wyw.ssa.gov s of Octoher 2012
Prudentlal Annutles, #s dish Bidorn wnd represendslives doned provide tax, stosunting, o legal advice.
Fleate comus? your own sliciney o sccountant,

amadi sl

e P,




Calculating Social Security Cash Flow

Medicare Part B Premiums

700 X
sbiove 520401 Ut $320.000
MG FITO0) s i 4

ubiyd 1
sboye $107,001 vp |3)$4E0,000:
19 524,000

Rhove $264,000

ok b &t v s of Hovember 2052
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Calculating Retirement Cash Flow

Pre-Tax Alter Tan Aftet Medticate
pramluns

“Thia ia & ypothetioal weample i Buttatiys purposey ey,

Ste 31 o 67

Calculating Soctal Security Cash Flow

+ What will reduce my client's cash flow in ralirement?
« How much will my clients owe in laxes?
= Federal / State / Local

+ What pension option did my client choosa?
~ 15 my cllent's pensicn Inlegraled?

» Could be reduced when ihey becoma eligible fer Soria)
Security

= Will a govemment pensian reduce my clienl’s Sccia! Security?

» Government Pension Offsat / Windfall Eliminalion
Provision

Sy Wt T




Calculating Social Security Cash Flow

= What wlll reduce my cllent's cash flow in
retirement?

= How will the cost of Madlcare affect my client's Social
Security?

= Premiums for Past B, D, Supplement, Co-pays and Deductbles

+ How will other Heallhcare and Long-ierm Care costs affect
cash flow?

= Have my cllenis accounled for Infation?

e Mot
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Retirement Income — Then and Now

Retirement iIncome —~ Then and Now

By 37 94T




Generating Supplemental Income

Variable Annuitles Provide:
» Control Over Timing of Taxes
= Tax Deferral
= Tax-Free Portfolio Rebzalancing
» Access lo Equity Markels
= Potential for Guaranteed Lifetime Income

Tha M a1 4T

Generating Supplemental [ncome

Considerations include;

» Fees & Chargas - May apply and will vary dapending on the
annuity product chosan and any oplicnal leatures selecled.

Accass lo Meney — Generally allgws up (e 10% of purchase
. paymenis wilhout incurring any charges.

Wilhdrawals — Taxabla amaunts are sublect lo ordinary Income
tax and, if made pricr ta aga 59%, may rasult in an additianal
g% federal Incame tax panaltly. Wilhdrawals, other than from

IRAs or emplayer relirement plans, are deemed to ba gains out
first for {ax purposes,

Sullability = Invastors shauld cansider al aspects of a variable
annully including investmenl ebjectives, risks, charges and
expenses carefully before Investing,

a7 wd?

Follow a Three-Step Plan

1. Schedule Conversations
2. Review Soclal Security Benefits and Options
3. Ask Three Questions

1. What strategles do you have to increase your Soclal
Security beneflts?

2. Other than Social Security, what guaranteed Income
sources do you have?

3, Howimporiant is it to have a source of guarantesd
Income?

Rl it w47




Summary

* Soclal Securlty Is an iImportant part of a retirement
income plan

= Certain strategies can increase benefits

= Halp cllents determine how much retirement cash
flow they need

Bt dl W 87
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Questions
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Disclosures

Invesiors should consider the cantract and underlylng portfallos*

¥ ment objectives, risks, e and exFunscs carefully
bofore Investing. This and ather important informatlon Is
contalned In the prospectus, which can be obtalned by contaciing
tha Natlonal Sales Deask. Your elients should read the prospectus
carefully hefore investing.

Vatfable annuilies ara issued by Pruco Life Insurance Company (in
New York, %F‘mcn Lifa Insurance Gempany of New Jersayk Nawark,
NJ and distibuted by Prudenifal Annuities Distribulers, Inc., Shelton,
CT. All are Prudantial Financial companles and each is snlali{
respansibla for its own financial cendition and contraciual obligations.

Annuity eantracts conlain exclusions, limiations, redueclions of benefits
and tefms for keeping them in force, Your licansed financial
professicnal can provide you with complele daiails.

aate s wad
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Disclosures
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