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The COVID-19 recession and the continuing pandemic
pushed many older workers into retirement earlier than they
had anticipated. A little more than 50% of Americans aged
55 and older said they were retired in Q3 2021, up from
about 48% two years earlier, before the pandemic.

For people aged 62 and older, retiring from the workforce
often means claiming Social Security benefits. But what
happens if you decide to go back to work? Or to look at it
another way: What happens if you are working and want to
claim Social Security benefits while staying on your job?

Retirement Earnings Test
Some people may think they can't or shouldn’t work while
collecting Social Security benefits. That's not the case.
However, it is important to understand how the Retirement
Earnings Test (RET) could affect your benefits.

• The RET applies only if you are working and receiving
Social Security benefits before reaching Full Retirement
Age (FRA). Any earnings after reaching FRA do not affect
your Social Security benefit. Your FRA is based on your
birth year: age 66 if you were born between 1943 and
1954, 67 if born in or after 1960, and 66 years 2 months
to 66 year 10 months if born between the years 1955 and
1959.

• If you are under Full Retirement Age for the entire year in
which you work, $1 in benefits will be deducted for every
$2 in gross wages or net self-employment income above
the annual exempt amount ($19,560 in 2022). The RET
does not apply to income from investments, pensions, or
retirement accounts.

• A monthly limit applies during the year you file for benefits
($1,630 in 2022) unless you are self-employed and work
more than 45 hours per month in your business (15 hours
in a highly skilled business). For example, if you file for
benefits starting in July, you could earn more than the

annual limit from January
to June and still receive full
benefits if you do not earn more than the monthly limit
from July through December.

• In the year you reach full retirement age, the reduction in
benefits is $1 for every $3 earned above a higher annual
exempt amount ($51,960 in 2022 or $4,330 per month if
the monthly limit applies). Starting in the month you reach
full retirement age, there is no limit on earnings or
reduction in benefits.

• The Social Security Administration may withhold benefits
as soon as it determines that your earnings are on track to
surpass the exempt amount. The estimated amount will
typically be deducted from your monthly benefit in full. 

• The RET also applies to spousal, dependent, and survivor
benefits if the spouse, dependent, or survivor works before
full retirement age. Regardless of a spouse's or
dependent's age, the RET may reduce a spousal or
dependent benefit that is based on the benefit of a worker
who is subject to the RET.

Back to Work
In practice, benefits may be withheld earlier in the year or
retroactively, depending on when the SSA becomes aware of
earnings.

The RET might seem like a stiff penalty, but the deducted
benefits are not really lost. Your Social Security benefit 
amount is recalculated after you reach Full Retirement age
For example, if you claimed benefits at age 62 and forfeited
the equivalent of 12 months' worth of benefits by the time
you reached full retirement age, your benefit would be
recalculated as if you had claimed it at age 63 instead of 62.
You would receive this higher benefit for the rest of your life,
so you could end up receiving substantially more than the
amount that was withheld. There is no adjustment for lost 
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With home values skyrocketing recently, your home may be
one of your largest assets. Using home equity to help finance
other financial objectives is a strategy many people consider,
but before doing so be sure you understand the risks as well
as the potential benefits.

Home equity is the difference between how much your home
is worth (based on current market conditions) and your
mortgage balance. Let's say your home is worth $450,000
in the current market and your outstanding mortgage is
$250,000. That means you have $200,000 in equity.

In most cases, lenders will allow you to borrow up to 80% of
your home's value minus your mortgage balance. In the
example above, the total amount you might borrow would be
$110,000 (assuming you qualify).

It's probably best to be as conservative as possible when
using home equity. There's no guarantee that your home will
maintain its current market value, so you could end up owing
more than it's worth. Moreover, in the unfortunate event of
default, you could lose your house.

How to Access Home Equity
Generally, there are three ways to access home equity:

1. Cash-out refinance: In a cash-out refinance, you would
refinance your mortgage for more than what you owe and
take the difference in cash.

2. Home equity loan: With this type of loan, you would leave
your current mortgage untouched and take out a separate
loan against the equity in your home, with a fixed interest
rate and fixed monthly payments.

3. Home equity line of credit: A HELOC works much like a
credit card. You apply for a revolving credit amount up to a
certain limit and, upon approval, have access to that money
for a specific period, known as the draw period (usually 10
years). HELOC funds don't all have to be used right away or
at the same time. You can usually access the funds as needed
by writing a check or using a linked credit card. Interest rates

are variable; required
payments will depend
on how much you
borrow and the
prevailing rate. When the draw period ends, all outstanding
balances need to be repaid.

Keep in mind that each of these options will have specific
fees, including appraisal fees. A refinance could also require
closing costs, which can equal thousands of dollars,
depending on the amount borrowed.

The best type of loan will depend on your specific situation. If
you need a fixed amount of money, a cash-out refinance or
home equity loan might be appropriate. If you need an
indeterminate amount over time or seek an emergency cash
reserve, a HELOC might better serve your needs.

When Using Home Equity Might Make
Sense
Because you're putting your home at risk, it's important to
think critically and strategically when using home equity. Are
you using the funds in a way that could reap future financial
benefits, such as home repairs and improvements, helping
to pay for a child's college education, or consolidating high-
interest debt? Then it might make sense. (A loan used for
home repairs may also offer tax benefits; talk to a tax
professional to learn more.) On the other hand, it might not
be in your best financial interest if you're thinking of using
the money to fund an extravagant purchase, such as an
expensive vacation or new luxury car.

Home equity loans and lines of credit that are not used to
buy, build, or substantially improve your primary home (or a
second home) are considered home equity debt; you cannot
deduct the interest on home equity debt. With a cash-out
refinance, you can only deduct interest on the new loan if you
use the cash to make a capital improvement on your
property.

Should You Consider Tapping
the Equity in Your Home?

Working While Receiving Social Security Benefits
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spousal benefits or for lost survivor benefits that are based on having a dependent child.

If you regret taking your Social Security benefit before reaching full retirement age, you can apply to withdraw benefits within
12 months of the original claim. You must repay all benefits received on your claim, including any spousal or dependent
benefits. This option is available only once in your lifetime.
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As teens are participating in summer activities, especially
those that cost money, it presents an ideal opportunity to
help them learn about earning, spending, and saving. Here
are a few age-based tips.

Younger Teens
In recent years, apps have proliferated to help parents teach
tweens and teens basic money management skills. Some
money apps allow parents to provide an allowance or pay
their children for completing chores by transferring money
to companion debit cards. Many offer education on the
basics of investing. Others allow children to choose from a
selection of charities for donations. Some even allow parents
to track when and where debit-card transactions are
processed and block specific retailers or types of businesses.

Most apps typically charge either a monthly or an annual fee
(although some offer limited services for free), so it's best to
shop around and check reviews.

Older Teens
Many teens get their first real-life work experience during
the summer months, presenting a variety of teachable
moments.

• Review payroll deductions together. A quick review can
be an eye-opening education in deductions for federal

and state income
taxes, and Social
Security and
Medicare taxes.

• Open checking and savings accounts. Many banks allow
teens to open a checking account with a parent co-signer.
Encouraging teens to have a portion of their earnings
automatically transferred to a companion savings account
helps them learn the importance of "paying yourself first."
They might even be encouraged to write a small check or
two to help cover the expenses they help incur, such as
Internet, cell phone, food, gas, or auto insurance.

• Consider opening a Roth account. A teen with earned
income could be eligible to contribute to a Roth IRA set up
by a parent — a great way to introduce the concept of
retirement saving. Because Roth contributions are made
on an after-tax basis, they can be withdrawn at any time,
for any reason. Roth IRA earnings, however, can only be
withdrawn tax-free in a narrow set of circumstances until
the account holder is 59 ½, or else they’ll pay ordinary
income taxes and be subject to a 10% early withdrawal
penalty. There are exceptions when paying for college or a
first-time home purchase. Should these situations arise for
your teen, our Advisors would be more than happy to help
you work through the details. 

The onslaught of marketing material will begin arriving in your mailbox in
September. What do you keep? What do you discard? For those of you that are
enrolled in a Stand-Alone Prescription Part D plan or a Medicare Advantage Plan
(MAPD), you will receive an Annual Notice of Change (ANOC) packet. The
insurance company is required to send this packet to you no later than October 1st. You will want to open and
review this information. Within this packet there will be detailed information of your plan for the next calendar year.
If there are changes to your current plan, they will typically be listed in the beginning of the booklet.

Your packet should include a complete formulary listing for the medications that will be covered for the next year. A
formulary can change from year to year. It is prudent that you compare your current list of medications to this new
formulary for tier changes or deletion of medications. If there is a change, you may want to review alternative plans.

As for the MAPD plans, any changes for 2023 will be listed in the beginning of the ANOC. All services covered by
this plan will be listed alphabetically throughout the remainder of the booklet. You may want to contact your
provider to determine if they will remain in-network for the next calendar year. If you are enrolled in a Medicare
Supplement, there typically are no changes to your plan, but you may see a rate increase at some point during the
year. As a warning, all plans will automatically renew each year unless you make a change.

Medicare Enrollment Guide

Raising Money-Smart Teens
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This newsletter provides financial and tax information to clients and friends of HCM Wealth Advisors and HG CPAs, LLC. This information should
not be acted upon without first determining its application to your specific situation. For further details on any article, please contact us.

HCM is proud to support local charities who have a positive impact on the community. 

The Aubrey Rose Foundation’s mission is to help families caring for children with life-threatening illnesses by providing
emotional and financial support. So far, the Foundation has awarded 524 Educational Scholarships for students to better
themselves and helped over 10,000 families with financial assistance. 

Cincinnati’s Ronald McDonald House helps families with critically ill children by allowing them to stay close to the
hospital where their child is receiving care. HCM team members regularly volunteer, and we’re happy to be able to
continue to support their valuable work. 

Freestore Foodbank provides 37.7 million meals each year in 20 counties in Ohio, Kentucky, and Indiana. With one in
seven neighbors in our tristate area at risk of hunger, the need for their help is acute, and we’re happy to do what we can to
meet that need. 

The Alzheimer’s Association was founded in 1980 to provide support to those facing Alzheimer’s and advance research
into the disease. They work on a national and local level to provide care and support for people affected by Alzheimer’s and
other dementias, advance research toward methods of treatment, and serve as the leading voice for Alzheimer’s disease
advocacy.

Goodbye Diane!

HCM /HG Out & About

Since installation, our solar power system has generated 110,000 kilowatt-hours!
That’s equal to:

              196,700                            86,500                               1,300
               Passenger Miles not Driven                          Pounds of Coal not Burned                                         Trees Planted

It was a bittersweet moment when Diane Vaught retired from HCM in May of 2022. She
has been an integral part of HCM for the last 22 years, and it would be impossible to
sum up all of her achievements over her years of dedicated service. Diane’s attention to
detail and devotion to serving our clients were invaluable. Her willingness to put in extra
time and effort to meet deadlines had demonstrated a commitment to excellence that
we had come to depend upon. In addition to her incredible competence and skill, she
was a friend to all with her thoughtfulness, wisdom, and encouragement. With her
newfound free time, she plans to enjoy reading and gardening. She and her husband
Mike also plan to travel to Charleston, SC to visit with their daughter Jennifer and
grandson Conrad.


