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Hello Friends,  

 
As the year draws to a close, some of you may already be busy doing year-end tax planning with your clients. Then soon, the 
tax season will be here.  
 
These days, I have noticed more people around me are planning to retire or slow down next year. Invariably the topic Social 
Security will come up especially if they plan to take early benefits while working part time. So this month, I am going to dedicate 
the entire newsletter on that topic:  

 
 
 

 
Are Withheld Benefits permanently Lost: 
By now, we all know if our clients started their Social Security benefits early and their earnings exceeded certain thresholds, 
their benefits will either get cut in half or one-third depending on their age. One question often comes up is what happens to 
these withheld benefits - Are they forever gone?  
 
The short answer to the question is no. The benefits that Social Security withheld are simply deferred until your clients turn 
full retirement age. By way of an example, let’s assume three things here for your client Anne:  

1. Anne started her benefit at 62 (which means her benefit is reduced by 25%)  
2. Her PIA is $1,000 (which means her reduced benefit is $750)  
3. $12,000 of Anne’s benefit was withheld due to earnings that exceeded the earnings threshold  

 
Now, once Anne reaches her Full Retirement Age, SSA will recalculate her future benefit to take into account those withheld 
benefits. This is how it works:  

1. First, calculate how many months’ benefit had been withheld. Here, we divide $12,000 by $1,000 (her PIA) to come up    
with 12 months  
2. The 12 months then get added back to the age she first started collecting Social Security (age 62)  
3. Now Social Security is going to assume Anne started her Social Security at 63 instead of 62  
4. Since reduced benefit at age 63 is 20% instead of 25% (at age 62), Anne’s life-time benefit will be increased to $800 
(instead of the original $750)  

 
Could I Get a Pay Raise After I Started My Benefits: 
The short answer to that is yes!  
 
Let’s go back to Anne’s case and assume she earned more in 2013 than any of her previous years. Here, Social Security will 
automatically adjust her benefit in December 2014 and give her a pay raise retroactive to January 2014.  
 
So let your working clients know while some of their benefits may be withheld if they started Social Security before their full 
retirement age, two things may work in their favor:  
 

Click here: Subscribe to Meena's Newsletter 
 

Click here: Ask Meena to speak at your next meeting or client event!
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1. Those withheld benefits could be added back to their future benefits once they turn Full Retirement Age  
2. Their increased earnings could increase their future life-time benefits  

 
Would My Work Penalty Affect My Other Half’s Spousal Benefit: 
Since Social Security mostly considers a married couple a single unit, what one half does frequently will have an impact on the 
other half. Let’s go through a simple example with Susan and Bob here and assume the following:  

1. Bob’s PIA is $346; Susan’s Spousal Benefit is $173. Their total benefit is therefore $519  
2. Bob’s excess earnings this year is $2076  
3. Susan’s excess earnings this year is $865  

 
Because both Bob and Susan have excess earnings, we know part of their benefits will be withheld.  
 
First, Social Security will look at the primary worker’s excess earnings (Bob’s $2076) and will withhold four months of their  
combined $519 benefits ($2076 ÷ $519 = 4 months). Neither Bob nor Susan would receive any benefit from January to April. 
In May, Bob will start getting his benefit.  
 
Next, Social Security will look at the spouse excess earnings (Susan’s $865) and will withhold five months of her $173 benefit 
($865 ÷ $173 = 5 months). This means Susan will not get any benefit for another five months for a total of nine months. Susan 
will start getting her spousal benefit in October. (Her excess earnings will not impact Bob as he’s collecting on HIS, and not 
HER record.) Keep in mind this only applies to married couples and not divorced couples (as they are obviously not one unit).  
 
An Important Note on Roth IRA RMD and Conversion: 
As we get closer to year end, some of your clients may want to convert their IRA to Roth IRA for a slew of reasons. And if they 
changed their mind, they have until October 15th of next year to recharacterize. Keep in mind this ONLY applies to IRA accounts 
and NOT 401k accounts. If your clients convert their pre-tax 401k to a Roth 401k, they cannot later change their mind and 
recharacterize the conversion. In addition, while required minimum distribution (RMD) does not apply to Roth IRA, it applies 
to Roth 401k.  

 
 
 
 
 
Personal Note:  
Of the non-fiction books I read this year, The Power of Habit is one of my favorites. The book is well-written in a conversational 
way that reminds me of Michael Lewis’ books (The Big Short is a winner). I also like how the author uses personal stories to 
get the points across which makes the reading more enjoyable.  
 
Different people will have different takeaways from the book. My favorite takeaway is the part that talks about while certain 
bad habits maybe impossible to rid, they can be neutralized by a set of good habits and the result can be the same. The idea 
is both positive and pragmatic, and offers a reasonable rebuttal to those who insist otherwise. On the fiction side, hands down 
it is John Grisham’s Sycamore Row. What a master storyteller!  
 
Have a wonderful Christmas and New Year! 
 
Best, 
Meena 
 
Information presented in the newsletter is for informational purposes only. Impact Financial does not provide tax or legal advice. For detailed information 
regarding Social Security Benefits, please visit www.ssa.gov. 
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~ ON A PERSONAL NOTE ~ 
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