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| recently wrote a column calle®8 Social Security Secrets All Baby Boomers and
Millions of Current Recipients Need to Kndw In a companion column —When
Should | Take Social Security — a ‘Simple’ Sociak8rity Benefit Formuli |
presented a ‘simple’ formula for the benefits dfusband or wife. The goal of these
columns was to point out the unbelievable compjexi¢ face in deciding when to take
SocialSecurityand which benefits to take.

If you read these two columns, you will realizetttigere probably aren’t 20 people in the
entire country who really understand the systemiwigions. But there are 78 million
baby boomers about to make their benefit decisiduosd help them if they try to figure
this out on their own. The “simple” benefit formaul presented for a married spouse
involves 10 separate mathematical functions, soswate, others continuous, one of
which has four arguments. There are also comptexconditions, which restrict the
domains of these functions.

Social Security’s website is of limited help beaitsdoesn’t deal with the
interconnected choice of when to take retiremguausal, divorcee, survivor, and child
benefits. We can’t blame the folks at Social Sikgdor this. They didn’t write

the thousands, if not tens of thousands, of ruie3acial Security’s Handbook and
Program Operating Manual System. Even the mosinalipporters of Social Security
would surely be dismayed by this complexity, whizhs developed over the years,
presumably by Congressional staffers, looking t@dod, but, apparently, with not the
slightest concern about making the system minimadbr-friendly. As a result, what
you end up with from Social Security is a highlpdam outcome.

| hate to admit this, but | may be one of the 3®émperts in the country on Social
Security provisions. But even | am learning newi8ldSecurity provisions over time.
The really top top experts are a very small handf@ctuaries at the Social Security



Administration’s Office of the Actuary. The thounsks of people manning the Social
Security offices are very well meaning, but theg mutinely dolling out the wrong
advice because the system'’s provisions are too leonepen for them. I'm starting to
collect emails from people detailing the wrong aduihey received from their local
Social Security office and will provide examplesaifiorthcoming blog.

I've been learning Social Security’s rules to makiee that my software company’s
Social Security maximization tool, which we marfat$40 at
www.maximizemysocialsecurity.com, is giving thehtiguggestions. This may sound
like an infomercial. It's not. | have personadlgrned, at least so far, not a single penny
from my company and view my provision of this pragrat such a low cost as a public
service as well as a means of keeping severaldtghriAmerican software engineers
employed. I'm also extremely proud that my compiaproviding the top-ranked
financial planning tool on the web — ESPlannerBASHCentirelyfor free. (It was
ranked #1 by Money Magazine in a recent review ebsbased software tools. To run
the program for free, just go to www.esplanner.dmsic and cliclBegin Planning at the
bottom of the home page. No need to registertwratise login. Take a look at the
animated video while you're on the site.)

But back to Social Security. Even if a couple enstbod perfectly the 10 functions and,
thus, the benefit formula, they'd need to examirad formula an impossible number of
times to consider all the different benefit colientcases. Am | nuts? No. It's that
many choices. Suppose the couple are the sameTagehusband can apply for his
spousal benefit in any of 48 months beween 62 & d3ame with the wife. They can
both apply for their retirement benefits in anydéfmonths beween 62 and 70. But in all
48 months between 66 and 70 each spouse can susipéret retirement benefit
collection and then restart it again later. Thiseg us 48 x 48 x 96 x 96 x 48 x 48 x 48 X
48 = 612.7 zillion combinations to consider, wharallion is defined here as 1,000
trillion. There are some restrictions that linfitst number, but one needs to consider
these cases to understand they may not be feaBilti¢here are also more cases to
consider if the husband and wife are far apargmar one has a very early maximum
age of death. In this case there are survivorfiisribat come into play, which can
further dramatically raise the number of cased ribad to be considered.

No computer program can do that many calculatiddsr program limits the months in
which people would file and suspend to those thatlze most likely. But my point is
that we have a system that not only redefines cexity| but also defies understanding.

If this isn’t driving you to start considering dférent homeland, take a glance at the IRS
1040 worksheet governing the federal income taratioyour Social Security benefits
once you start getting them. The formula forddditional income that’s taxable
involves a min (minimum) function of three argungrine of which is a min function
itself (call this function X) and one of which isreax (maximum) function and the X
function is itself a function of min function. Hemwe have here a min of a min of a min
and a min of a min and a max. This is yet anogix&emely complex function, which
Social Security describes as leading first to batl then 85 percent of our benefits being



subject to taxation. In fact, the formula doegmtiduce anything that accords with this
description. It's much more complicated than thatreats people with more benefits
relative to other income very differently from tleosith the opposite. | could describe it
in more length, but let me simply say, issary.

The above rant may suggest that I'm a libertariahwsould prefer to see Social
Security dismantled with nothing put in its placehat’s not the case. We need to force
people to save and obtain survivor, disability, bamevity insurance. Otherwise,
everyone will simply free-ride on everyone elsdtsugssm. (This is why even the Cato
Institute — the nation’s leading libertarian thitak includes compulsion in its Social
Security reform plan; i.e., the libertarians talga@d game, but when push comes to
shove seem to be altruistic themselves, which fotieem, out of self interest, to interfere
in the behavior of those they care about.) But eedrun Social Security in a way that
doesn’t drive us nuts or our kids broke. (Seerengnt Bloombergolumnpointing out
that Social Security is 31 percent underfundedy) pvbposal at
www.thepurplesocialsecurityplan.org is the way aathis right without Wall street
having any involvement whatsoever. I'm a big fathe basic objective of Social
Security. But a big opponent of how it's been ietpented. Thomas Jefferson would
surely agree. He was a very strong proponent aflsgffective government and is, no
doubt, rolling in his grave over what this systeas bhecome.

President Obama and Mitt Romney would do well tmipout that having our primary
system of saving be an institution that neither Derats nor Republicans can figure out
and which can’t pay a very large chunk of its bijtang forward is doing no one any
good and is something they intend to fix yesterday.



