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WHAT’S  
INSIDE?

Tax & Estate Planning For Your Retirement Savings

 ANNIVERSARY

On Friday, February 9, 2018, 
President Trump signed into law 

the Bipartisan Budget Act of 2018 
("the Act"). While the Act is best 
known for ending the nine-hour 
government shut down that took 
place in the early morning hours 
of February 9, 2018, the Act also 
includes some provisions which 
impact retirement plans.

The Bipartisan Budget Act 
of 2018 also includes some 

provisions which impact 
retirement plans.

California Wildfire Disaster Relief

In 2017, Congress passed legislation 
with a package of tax relief for 

victims of Hurricanes Harvey, Irma, 
and Maria. Left out in the cold were 
the victims of the 2017 California 
wildfires. They got no relief. The 
new Act remedies this omission by 
including tax relief provisions for 
these taxpayers, mirroring those put 
in place last year for the hurricane 
victims. Provisions include additional 
access to retirement funds, relief from 
the 10% early distribution penalty and 
the 20% withholding rule, repayment 
of certain distributions, and an 
increase in the plan loan limit. 

Any employer plan wishing to take 
advantage of these changes will 
need to be amended. IRA owners 
can take advantage of the additional 
distribution rules. These additional 
rules are as follows:

 σ Qualified Wildfire Distributions: 
An individual who had his or her 
principle residence in the California 
wildfire disaster area, and who 
sustained economic loss due to 
the wildfires, is eligible to take 
a distribution from an employer 
plan or IRA. The distribution must 
be made from October 8, 2017 to 
December 31, 2018 and cannot 
exceed $100,000.

 σ 10% Early Withdrawal Penalty 
Relief: The Act also provides that 
qualified wildfire distributions 
are not subject to the 10% early 
withdrawal penalty or the 20% 
withholding requirement. Moreover, 
the income can be included on their 
tax return ratably over a three-year 
period, and a taxpayer has three 
years to recontribute those funds 
back to a plan or IRA. 
 
Example 1: Susan and Pedro, 
both age 35, are married and live 
in California in an area declared 
a disaster area after the wildfires. 
Their home suffered severe fire 
damage. On January 10, 2018, Susan 
takes a $100,000 qualified wildfire 
distribution from her IRA, and Pedro 
takes a $100,000 qualified wildfire 
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distribution from his 401(k) plan. 
Pedro’s distribution will not be 
subject to any withholding. Both 
Susan’s and Pedro’s distributions 
will be penalty-free. 
 
Example 2: Ava’s home and 
business were destroyed in 
the 2017 California wildfires. 
Ava decides to take a qualified 
wildfire distribution of $90,000 
from her IRA on January 15, 2018. 
She has the option of including 
the income from the distribution 
ratably over a three-year period 
($30,000 in income for 2018, 
$30,000 in income for 2019, and 
$30,000 in income for 2020). 
Ava has until January 15, 2021 to 
recontribute the balance of the 
qualified wildfire distribution.

 σ Repayment of Home Loan or 
Construction Distributions: 
The Act also grants relief to 
individuals who took hardship 
distributions for a home 
purchase (or construction) or an 
IRA distribution that qualified as 
a first-time homebuyer purchase. 
Under the new law, if the loan or 
construction was cancelled due 
to the California wildfire disaster, 
the individual can recontribute 
those funds back to a retirement 
plan or IRA. To qualify, the 
distribution must have been 
received after March 31, 2017 
and before January 15, 2018. 
In addition, the funds must be 
recontributed between October 
8, 2017 and June 30, 2018. 
 
Example 3: Aiden signed a 
contract for a new home in 
California and in August 2017 
took a hardship distribution 
from his 401(k) to help pay 
for the purchase of the home. 
Unfortunately, the home was 
destroyed in the California 
wildfires. The area is declared 
a federal disaster area and 
Aiden will not be completing 
his purchase of the home. 
He has until June 30, 2018, 
to recontribute the hardship 
distribution funds to his 401(k). 
Any funds recontributed will not 
be included in Aiden’s income.

 σ Increase in Plan Loan Limit: The 
plan loan limits were increased 
and the repayment period was 
extended for individuals with 
a principle residence in the 
California wildfire disaster area. 
Generally, plan loans are limited 
to the lesser of $50,000 or 
one-half of the vested account 
balance. For these individuals, 
the plan loan limit has increased 
from $50,000 to $100,000 and 
the “one-half rule” is removed. 
To qualify, the loans must be 
issued between February 9, 
2018 and December 31, 2018. 
Moreover, if these individuals 
had outstanding plan loans 
at the time of the disaster, 
the repayment period can be 
extended.

Hardship Distribution Rule 
Changes

The Act also made some 
direct changes to the hardship 
distribution rules. Each of these 
changes is effective for plan years 
beginning after December 31, 2018. 
As a result, most plans that allow 
hardship distributions will have to 
be amended. 

Most plans that allow 
hardship distributions will 

have to be amended.

The new changes are as follows:
 σ The Six-Month Prohibition 
on Elective Deferrals: Under 
current law, once participants 
receive a hardship distribution, 
they are prohibited from making 
contributions to the plan for 
six months. The Act directs the 
IRS to remove this six-month 
prohibition. This provision was 
actually included in the original 
tax reform bill drafted by the 
House and sent to the Senate 
for consideration. The Senate 
declined to adopt the provision, 
so it was not included in the Tax 
Cuts and Jobs Act. However, 
under this Act, it becomes law 
for plan years beginning after 
December 31, 2018. 

 σ Expansion of Eligible Hardship 
Distribution Funds: The Act 
has also expanded the types of 
retirement funds that are eligible 
for a hardship distribution. 
Currently, employees can only 
receive a hardship distribution 
of their salary contributions, 
or elective deferrals. This does 
not include earnings on those 
contributions or any other 
employer contributions. Under 
the Act, hardship distributions 
will now include any qualified 
non-elective contributions 
(QNECs), qualified matching 
contributions (QMACs), and the 
earnings on salary contributions, 
QNECs and QMACs. Again, this 
doesn’t apply until plan years 
after December 31, 2018. 

 σ No longer the last resort: The 
Act also eliminated the rule that 
required participants to take plan 
loans before accessing hardship 
distributions. Since there was 
never a reporting mechanism to 
enforce this rule, compliance has 
always been spotty. Moreover, 
a participant that experienced a 
qualifying hardship may not be 
able to repay a plan loan. 

Another provision of the Act 
broadly directs the IRS to make 
any changes necessary to ease 
the hardship distribution rules. 
This could be the first step towards 
correcting the problem with 
casualty loss hardship distributions 
that arose when Congress 
changed the deduction rules for 
casualty losses in the Tax Cuts and 
Jobs Act.  

This change has no effect on the 
qualifications to deduct casualty 
losses (which only applies to 
federal disaster areas). It only 
applies to accessing funds as 
hardship distributions due to a 
casualty loss.

However, until IRS issues further 
guidance, plans that have 
adopted the safe harbor hardship 
distribution rules will have to limit 
access to hardship distributions 
related to casualty losses. 
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Of course, keep in mind that any 
guidance the IRS provides could 
be retroactive. 

Rollover of Wrongful Levy

The Act also includes relief for 
taxpayers whose retirement 
accounts are improperly seized by 
the IRS. Under the Act, if the IRS 
wrongfully levies a retirement plan 
or IRA and returns those funds 
(plus interest) to the taxpayer, 
the taxpayer can contribute the 
amount received to a retirement 
plan or IRA as a rollover. The 
rollover will be treated as if it 
occurred in the year of the levy 
and will not affect the taxpayer’s 
ability to do a 60-day rollover of 
other IRA or Roth IRA funds. The 
rollover must be completed by the 

individual’s tax filing due date for 
the year in which the funds are 
returned. This deadline does not 
include any extensions. In addition, 
if the taxpayer was taxed when 
the levied funds came out of the 
retirement account, the taxes are 
waived, credited, or refunded to 
the taxpayer. The new law applies 
to levied funds returned to a 
taxpayer in tax years beginning 
after December 31, 2017. 
Example: Ryan’s IRA was 
wrongfully levied by the IRS. The 
funds ($10,000), plus interest ($75), 
were returned to him on March 13, 
2018. Ryan can roll over the funds 
the IRS returned to him ($10,075, 
which includes the interest) to an 
IRA or another retirement account. 
His deadline for completing the 
rollover will be the deadline for 

filing his 2018 federal tax return, 
not including extensions. Any 
taxes Ryan may have paid when 
the funds were distributed from 
the IRA due to the levy would be 
refunded or credited to him.

Now is the Time to Stay Tuned

The adage about nothing 
remaining constant except change 
couldn’t ring truer in the tax arena 
today. Congress is still addressing 
tax provisions in a budget bill taken 
up less than two months after it 
passed the largest tax overhaul 
in over thirty years! This is on top 
of the additional clarification and 
guidance expected from the IRS in 
the wake of tax reform. If there was 
ever a time to stay tuned, now is 
the time. ◼

8 Ways to Help IRA Planning with 2017 Tax Returns

Information collected now to 
prepare clients' 2017 tax returns 

can help you get the most benefit 
from IRAs for your clients in 2018. 
Here are eight ideas to consider:

1. Reverse and Redo a 2017 
Roth IRA Conversion Using 

2018's Lower Tax Rates

The reduced tax rates of the Tax 
Cuts and Jobs Act (TCJA) provide 
an extra reason to consider 
reversing a Roth IRA conversion 
made in 2017, then re-doing the 
conversion in 2018. The value of 
pre-tax savings in a retirement 
account is taxable when converted 
to a Roth IRA, and the reduced tax 
rates of 2018 can cut this tax.

Example: A married couple with 
$160,000 of taxable income sees 
their tax bracket rate fall from 
28% to 22% under the TCJA. 
So reversing a Roth conversion 
made under 2017 rates and then 
reconverting the funds to a Roth 
IRA in 2018 might save them 
thousands of tax dollars.

Information collected now 
to prepare clients' 2017 tax 

returns can help you get the 
most benefit from IRAs for 

your clients in 2018. 

As clients prepare their 2017 tax 
returns, record the tax brackets 
they are in and the tax cost of Roth 
IRA conversions reported on their 
returns. They have until October 
15, 2018, to reverse a conversion by 
"recharacterizing" the converted 
funds back to an IRA. As that 
date approaches, estimate their 
income and tax bracket rates for 
2018. Calculate the best amount of 
income to move from 2017 to 2018 
to minimize the tax bill for both 
years combined, then use a partial 
recharacterization and subsequent 
reconversion to shift that amount, 
"fine tuning" the tax bill. 

A second reason to reverse a Roth 
IRA conversion made in 2017 is 
if the value of the IRA declined 
after being converted to a Roth 

IRA. This can avert owing tax on 
the 2017 return on value the IRA 
no longer has. The IRA can be 
reconverted to a Roth IRA in 2018.

2. Plan an Irreversible Roth IRA 
Conversion in 2018

The second leg of the 
recharacterize-then-reconvert 
strategy previously described 
is again converting funds to a 
Roth IRA in 2018. But under the 
TCJA, Roth IRA conversions 
made in 2018 and later years 
cannot be reversed through 
recharacterization to "fine tune" 
them or fix a mistake. Clients who 
make Roth IRA conversions in 2018 
have to get them right the first 
time, whether conversions follow 
up on 2017 recharacterizations 
or stand alone. To plan with the 
best information, they may want 
to wait until late in 2018 to make 
a conversion, when tax results for 
the year can be most accurately 
estimated, while also minimizing 
risk that the IRA will fall in value 
before tax is due on a conversion.
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October 15, 2018, is also the final 
filing extension date for 2017 tax 
returns. Information collected 
by that date for both tax filing 
and recharacterization planning 
purposes can be a big help in 
planning a best, late-in-the-year 
Roth IRA conversion for 2018.

3. Maximize IRA Contributions 
for 2017

IRA contributions for 2017 can 
be made until April 17, 2018, the 
normal tax return filing due date. 
The maximum IRA contribution 
for both 2017 and 2018 is $5,500 
($6,500 for persons age 50 or 
older) or the amount of earned 
income, whichever is less. 
However, the amount of modified 
adjusted gross income (MAGI) 
reported on a tax return may limit:

 σ The maximum contribution to a 
Roth IRA;

 σ The allowable tax deduction for 
a contribution to a traditional 
IRA for persons covered by an 
employer's retirement plan.

IRA limits for 2017 can be seen at:  
https://www.irahelp.com/2017.
Information collected for a client's 
2017 return can determine both the 
largest possible IRA contribution 
and whether it is best made to a 
traditional IRA or Roth IRA.
Example: For a client in an 
unusually high tax bracket in 2017, 
a large deduction for a contribution 
to a traditional IRA may be 
especially valuable. Otherwise, 
a Roth contribution may be best 
for the future tax-free income and 
extra planning flexibility it can 
provide.

4. Make Roth IRA 
Contributions for Children

Be sure a contribution is made for 
every child who reports earned 
income on a return filed for 
2017. There is no lower age limit 
on contributing to a Roth IRA. 
Contributions can be funded with 

money received as a gift, so a 
child does not need to use actual 
earnings to make a contribution. 

A Roth IRA almost always is the 
best kind of retirement planning 
vehicle for a child. The deduction 
for contributing to a traditional IRA 
produces little or no tax savings 
for a child in a low or zero tax 
bracket, while future distributions 
from it will be fully taxable. In 
contrast, a Roth IRA may produce 
many decades of totally tax-free 
investment returns for the child.

5. Reverse 2017 IRA 
Contribution Mistakes

Clients who made the wrong kind 
of IRA contribution in 2017 need 
not be stuck with it. Contributions 
can also be recharacterized, from 
traditional IRA to a Roth IRA and 
the reverse.

If information collected for the 2017 
return shows:

 σ MAGI is too high to permit a 
contribution to a Roth IRA, 
a Roth contribution can be 
recharacterized as a contribution 
to a traditional IRA.

 σ An expected deduction 
for a contribution made to 
a traditional IRA won't be 
allowed, the contribution can be 
recharacterized to be one to a 
Roth IRA.

...Then the deadline for 
recharacterizing 2017 IRA 
contributions is also October 15, 
2018.

6. Use the "Back Door" to Save 
Roth Contributions

If a client made a Roth IRA 
contribution that won't be 
permitted because MAGI is too 
high on the 2017 tax return, it may 
be possible to effectively save the 
contribution by recharacterizing 
it as a nondeductible contribution 
to a traditional IRA and then 
converting the funds in the 
traditional IRA to a Roth IRA. 

This is because there is no MAGI 
limit on either nondeductible 
contributions to traditional IRAs or 
Roth IRA conversions. 
The conversion in 2018 doesn't 
count as a contribution in 2018, 
so the client remains eligible to 
make a full $5,500 (or $6,500) IRA 
contribution for 2018. (If the client 
has pre-tax funds in IRA accounts 
a portion of the conversion may be 
taxable under the "pro rata rule".)

Information collected by 
October 15, 2018 for both tax 
filing and recharacterization 
planning purposes can be a 
big help in planning a best, 
late-in-the-year Roth IRA 

conversion for 2018.

7. Make Earliest Possible 
Contributions for 2018 

Information collected for the 2017 
tax return can help project the tax 
situation for 2018 to enable clients 
to make the best IRA contribution 
choices for 2018 now — and fund 
them with early contributions.
For instance, contributing on the 
earliest date possible for a year, 
January 1, rather than on the last 
date possible, the due date for 
the year's tax return, generates 
15½  months of extra investment 
returns on the contribution for 
the year. That higher balance 
then compounds over all future 
years until funds are withdrawn 
from the IRA. Doing this every 
year multiplies the effect and can 
significantly increase an IRA's 
value at retirement.
Early contributions to children's 
Roth IRAs are especially valuable 
because of the greater number of 
years of compound investment 
returns they may earn. Plan to 
make Roth IRA contributions for 
a child as fast as earnings up to 
$5,500 come in during 2018.
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8. Check Beneficiary 
Designations for Every "1099 

Form" Account

Last, but far from least in potential 
payoff, check that clients have 
up-to-date beneficiary forms in 
place for every retirement and 
investment account for which they 
receive a 1099 or similar reporting 

form during tax season. These 
should be received for distributions 
from IRAs, employer retirement 
accounts, and other investment 
accounts that a client owns, 
making this the opportune time to 
check these designations.

Obsolete and missing beneficiary 
forms can have disastrous 

effects on a client's plans for an 
IRA and other valuable assets. 
Checking these forms may lead 
to startling realizations about 
forgotten accounts and outdated 
designations. Yet fixing these 
problems is as simple as filing a 
new form – producing possibly the 
greatest payoff-for-effort in all of 
the tax season. ◼

Retirement Account Tax Time Reminders for CPAs

☐ File Form 8606 for 
non-deductible IRA 
contributions, 
including after-tax 
funds rolled over from 
an employer plan.

☐ Make sure that 
the taxpayer’s 
employer has issued 
the correct 1099-R 
for net unrealized 
appreciation (NUA) 
transactions; only the basis amount of the 
distribution is taxable. When you sell shares of 
the NUA stock, they will be taxed as long-term 
gain. Sales of NUA stock are not subject to the 
3.8% net investment income surtax.

☐ The IRA custodian is not required to report 
a qualified charitable distribution (QCD) 
transaction on Form 1099-R. Instead, it will 
show up as a regular distribution to the IRA 
owner. CPAs should be told if the IRA owner did 
a QCD last year and the amount of that QCD.

☐ Roth conversions may not be correctly 
reported on Form 1099-R. The taxable amount 
that is converted should be added to your 
income, and the regular income rate is applied 
to total income. This additional income can 
push clients into a higher marginal federal 
income tax bracket.

☐ 60-day rollovers should not be taxable, but 
CPAs need to be made aware of the rollover. 
Taxes will be withheld from the distribution 
from an employer plan.

☐ Roth contributions never go on the tax 
return but can be tracked by the CPA’s tax 

software, which is helpful 
if distributions are taken 
before age 59½, and some 
individuals may qualify for 
the retirement savings tax 
credit (saver’s credit).

☐ Beneficiaries of an 
inherited IRA whose estate 
paid federal estate taxes 
should remind CPAs of 
the income in respect 
of a decedent (IRD) 

deduction, which applies not only to inherited 
IRA accounts, but also inherited employer 
plans, deferred compensation, NUA, and 
more.

☐ K-1s from IRAs do not go on the tax 
return. However, if a client’s IRA earned more 
than $1,000 in unrelated business income as 
reported on the K-1s received, the IRA must 
pay unrelated business income tax (UBIT) on 
any amount over $1,000, and an IRA custodian 
must be contacted to file a tax return; any 
taxes due will come out of the IRA.

☐ Even if an exception to the 10% early 
distribution penalty should apply, it may not 
be reported on Form 1099-R. Instead, code 1, 
indicating an early distribution with no known 
exception, will appear in box 7. For individuals 
under age 59½ who took IRA distributions and 
qualify for one of the exceptions, Form 5329 
may need to be submitted to give IRS further 
information. 

☐ CPAs should be told about basis in 
inherited IRAs so that Form 8606 can be filed 
to reduce taxation on distributions.
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Social Security Planning Is Dead, You Say? Think Again

Having been in the financial 
services industry for the 

better part of 20 years, I find 
that my charge is often to help 
financial professionals separate 
the facts from the myths when 
it comes to the rules that govern 
qualified, IRA, and non-qualified 
distributions. The topic of Social 
Security is no different and, in 
fact, has comprised a large part 
of my consulting practice due to 
its nuances that can make even 
the savviest advisor cringe at the 
thought of dissecting the rules. 

Can You Still Strategize Social 
Security Planning?

I’m sure that most of you recall the 
last-minute dance that Congress 
and former President Obama did 
back in late 2015 to eliminate two 
advanced claiming strategies 
aimed at allowing primarily married 
couples to enhance the lifetime 
income benefits they received. Title 
VIII, Section 831 of the Bipartisan 
Budget Act was signed into law 
in an attempt to close certain 
“unintended loopholes” that, quite 
frankly, the system could no longer 
afford to finance. 

In fact, the 2017 Annual Summary 
of the Board of Social Security and 
Medicare Boards of Trustees states 
that “both Social Security and 
Medicare face long-term financing 
shortfalls” and that Old Age 
Survivor Disability Income (OASDI) 
combined trust funds are projected 
to be depleted by 2034. Therefore, 

scheduled tax income is projected 
to be enough to pay roughly 75% 
of promised benefits through the 
end of 2091.1  Incidentally, this 
same mantra had been echoed in 
the Annual Summary for several 
years prior to 2017.
Gradually eliminating these two 
advanced claiming strategies was 
but one small step in the right 
direction to shore up the deficit. 
The fact is that many consumers 
and financial professionals had 
a hard time navigating the rules 
before the law change, much 
less after it. Perhaps it was the 
swiftness of the change that 
created mass confusion even 
among the Social Security 
Administration’s (SSA) own staff; 
I have consulted on numerous 
cases in which a consumer was 
given conflicting (or inaccurate) 
information straight from the 
source itself. 

Many consumers and 
financial professionals had 
a hard time navigating the 

rules before the law change, 
much less after it.

Even two years after the changes 
were made, I continue to hear 
stories of misinformation provided 
to unsuspecting consumers who 
unfortunately wouldn’t know the 
difference. I am by no means 
suggesting that the folks at SSA 
are not professionals, and I have 
certainly been fortunate enough 
to encounter many that know the 
rules backwards and forwards. 
But I also believe that knowledge 
is power and to make informed 
decisions, particularly with 
something as important as crafting 
one’s income in retirement, it pays 
to know your choices.
The single biggest misconception 
that continues to pervade 

consumers and financial advisors 
alike is that there are no strategies 
left to employ that could optimize 
the overall social security benefits 
received; in other words, social 
security planning is effectively 
“dead” in a sense because, with 
the elimination of file and suspend 
in April 2016, so went the ability 
for married couples, in particular, 
to employ any claiming methods 
that could potentially enhance 
the overall lifetime (and survivor) 
benefits received. 

But not so fast. While the 
strategy of filing and immediately 
suspending benefits to allow a 
spouse to file on the record of the 
suspended spouse is a thing of 
the past, the restricted application 
strategy is still alive and well 
for those fortunate enough to 
fall under the grandfathering 
requirements. And quite frankly, 
this strategy is the more lucrative 
of the two. 

The Grandfathered Restricted 
Application Strategy

Filing a restricted application 
means that an individual who is 
entitled to more than just their own 
retirement benefit (think spousal, 
ex-spousal or survivor*), elects 
to claim one of these ancillary 
benefits prior to claiming their own.  

If you have clients or prospective 
clients who were born prior 
to January 2, 1954, they are 
grandfathered into the ability to file 
a restricted application under three 
conditions:
1. The individual is at or beyond 

their full retirement age (FRA) 
when they opt to restrict;

2. The individual has not yet filed 
for their own retirement benefit;

3. The individual’s spouse already 
filed for benefits or filed and 
suspended by April 29, 2016.2 
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Here’s an example: Let’s say 
that John and Elizabeth, both 
age 65 this year, are married. 
Elizabeth, who has already retired, 
is collecting her own retirement 
benefit. John plans to retire at age 
70. His plan is to wait until age 70 
to collect his retirement benefit 
so that he can earn the maximum 
amount of delayed retirement 
credits (currently 8% per 12-month 
period). 3  

However, he is also entitled to file 
restricted for 50% of Elizabeth’s 
primary insurance amount once 
he reaches his full retirement age 
(66, in his case) while still deferring 
his own benefit to age 70 to earn 
the maximum amount of delayed 
retirement credits. That’s four 
additional years of income that 
neither John nor Elizabeth knew 
they were entitled to receive! 
Add that to the fact that John’s 
benefit at age 70 is far greater than 
Elizabeth’s own benefit and will 
therefore benefit whichever of the 
two survives the other. I would say 
that’s a win/win.  

*Special Note: Survivor benefits 
also fall into the “ancillary” 
benefits category but were not 
impacted by the grandfathering 
requirement discussed above. 
An individual, who is entitled 
to their own benefit and to a 
survivor benefit, may choose 
to restrict their application to 
survivor benefits first and then 
switch to their own higher 
benefit later. In other words, this 
strategy is fair game to anyone, 
regardless of age, unless 
legislation surfaces to change 
this often-overlooked strategy 
later.4 

Benefits for a Divorced Spouse

The grandfathering rules for filing 
restricted also extend to divorced 
individuals. Let’s sidestep for a 
moment and look at the general 

eligibility requirements to collect 
benefits from a former spouse:
The individual must be:
1. Currently unmarried;
2. Married to the former spouse for 

at least ten years;
3. The former spouse is collecting 

benefits or, has not yet collected 
them but the divorce occurred 
two or more years prior to the 
date of claim (and is at least age 
62);

4. The benefit that the claimant is 
entitled to receive under his/her 
own work record is less than the 
benefit the same claimant would 
be entitled to collect under his/
her former’s spouse’s record. 

The grandfathering rules for 
filing restricted also extend 

to divorced individuals.

Requirement #4 does not apply for 
individuals who are grandfathered 
and choose to file a restricted 
application. Remember, the 
critical ingredient here is that the 
grandfathered claimant waits until 
he/she reaches full retirement age 
to file restricted. Otherwise, all bets 
are off and #4 would apply.
Requirements #1 and #2 also 
apply in the case of an individual 
filing restricted under the record 
of a former spouse. Item #3 is 
modified slightly in that, even if 
the ex-spouse hasn’t yet started 
collecting benefits, the individual 
can still file restricted provided 
the divorce was final at least two 
years prior to the date of claiming.  
And ironically, both ex-spouses 
could theoretically file restricted 
on each other, provided they 
met all the criteria above and 
were grandfathered into the age 
requirement. That’s one “loophole” 
that didn’t get closed.
So what does this mean to you 
and to your clients? It means that 
there is still an opportunity here for 
some of your clients to consider 

whether employing this strategy 
can help increase their overall 
Social Security benefits. If you 
have clients or prospects who will 
turn 65 or older this year (or turned 
64 on January 1, 2018), then now 
is the time to reach out to them to 
ensure that they aren’t missing out 
on an opportunity to boost their 
social security income. I cannot 
tell you the number of times that 
one simple phone call (and a few 
questions) made the day of a 
retiree or near retiree who had no 
idea that this additional source of 
income was available to them. 

Making the Restricted 
Application Decision

To recap, once you have identified 
your clients or prospects who 
have met the age requirement to 
file restricted (even if only one of 
the two in the case of a married 
couple), next it’s time to dig a bit 
deeper. 

Has one spouse already filed for 
benefits? Remember, this is a 
requirement for the other spouse 
to file a restricted application 
for 50% of their spouse’s full 
retirement age benefit amount. 

What are the estimated benefit 
amounts for each spouse? If the 
spouse who is grandfathered has 
a much lower primary insurance 
amount, further analysis should 
be done to determine if having the 
higher earner claim so the lower 
earner can file restricted makes 
sense long term. Remember, it’s 
a carefully crafted dance to not 
only ensure that the maximum 
amount of lifetime income also 
marries well with what remains to 
the survivor. My rule of thumb is 
to always focus on leveraging the 
higher earner’s benefit amount, 
barring any circumstances like 
severely compromised longevity 
expectations, because when the 
higher earner chooses to file 
will impact the amount that the 
survivor will collect.

Social Security Planning is Dead?
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And what about the rest of us 
who were born after the January 1, 
1954 deadline? The rules become 
abundantly easier because 
the deemed filing rules kick in. 
Essentially, this means that we will 
only collect an ancillary benefit (i.e. 
spousal or ex-spousal benefits) if 
and only if the amount under one 
of those benefits is higher than our 
own retirement benefit, regardless 
of age at which we claim benefits. 
As much as I would like to tell you 
that, as the last of the grandfathered 
folks capitalize on the restricted 
application strategy, the complexity 
of Social Security planning dissipates 
entirely, the fact is that will likely 
never be the case. And as we glide 
into 2018 with new tax legislation to 
digest, the impact on the potential 
taxation of Social Security is but 
one piece of the retirement income 
puzzle that our clients and prospects 

will rely on their trusted advisors 
to help them navigate. I would say 
that’s job security at its finest!

To read more about the deemed 
filing rules and to determine whether 
your clients or prospects may still 
take advantage of filing a restricted 
application, visit https://www.ssa.
gov/planners/retire/deemedfaq.html. 
I would also highly encourage you 
to print a copy for clients to have in 
hand when they visit their local SSA 
office to employ the strategy. ◼

1 2017 A Summary of the 2017 Annual Reports: 
Social Security and Medicare Board of Trustees, 
October 2017. 
2 Social Security Administration: Deemed Filing for 
Retirement and Spouse’s Benefits FAQs, 2017. 
3 Social Security Administration: Retirement 
Planner – Delayed Retirement Credits, 2018. 
4 Social Security Administration: Survivors Planner 
– If You are the Worker’s Widow or Widower, 2018. 
5 Social Security Administration: Retirement 
Planner – Benefits for Your Divorced Spouse, 2018.

Heather Schreiber, RICP® is the founder of HLS Retirement Consulting, 
LLC, a firm dedicated to partnering with financial professionals to build 
client solutions using unique, advanced planning techniques. With a focus 
on holistic planning, Heather prides herself in her ability to customize 
potential solutions to meet the needs of each client as well as her ability to 
turn complex strategies into easy to understand terms. In her 20th year in 
the financial services industry, she is frequently asked to speak at events, 
create training platforms, and has helped hundreds of financial advisors in 
effectively weaving Social Security planning and other advanced planning 
strategies into their sales process. Heather is the consummate educator 
and loves to teach financial professionals as well as their strategic partners 
new strategies to help their clients move into an informed retirement with 
a greater sense of confidence. Heather can be reached at (678) 888-5110 or 
heather@hlsretirementconsulting.com.

Web: irahelp.com/2-day   Email: info@irahelp.com   Phone: 800-663-1340 

REGISTER TODAY with America’s IRA Experts. Be the advisor who 
does it right! Get the insight and training you need to help retirees in 
your community avoid unnecessary taxes, fees and penalties and costly 
mistakes.

TURN NEW TAX LAW CHANGES INTO 
NEW IRA BUSINESS IN 2018

Ed Slott and Company’s Exclusive 2-Day IRA Workshop

July 26 – 27, 2018 | Chicago, IL UPDATED 
WITH NEW 
2018 TAX 

LAWS!

ORLANDO SOLD OUT! REGISTER NOW FOR CHICAGO!

 
ENTER REGISTRATION CODE:

EARLYBIRD  SAVE $400 
EXPIRES APRIL 26

http://irahelp.com
mailto:newsletter@irahelp.com
https://www.irahelp.com/newsletter.php
https://www.ssa.gov/planners/retire/deemedfaq.html
https://www.ssa.gov/planners/retire/deemedfaq.html
mailto:heather%40hlsretirementconsulting.com?subject=from%20Ed%20Slott%27s%20IRA%20Advisor
https://www.irahelp.com/2-day
https://www.irahelp.com/2-day

