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After a lifetime of hard work, most people look forward to retirement. Retirement, however, means different things 
to different people. Some hope to retire early while others plan to work as long as possible.

With recent changes in our economy, many who were nearing retirement have had to postpone their plans. They 
have seen their retirement accounts drastically reduced. “Years worth of savings put into their existing retirement 
accounts have been lost,” said Peter Orszag, head of the Congressional Budget Office as he told the House Education 
and Labor Committee in October 2008.

Now, more than ever, it is critical to put a plan into place. No matter who you are, it’s important to define your 
retirement goals and objectives so that when you’re ready to retire you have the income you’ll need to enjoy the 
retirement you’ve dreamed about.

Planning for a Comfortable Retirement

6

Ready…Set…Retire.

There are several possible strategies for making sure your retirement assets last for the rest of your life – 
and for ensuring you won’t owe penalty taxes on money you don’t need.

	 •	 If you don’t need all of your money at once, you could begin by drawing from your non-qualified accounts
	 	 first. That way your qualified assets will continue to enjoy tax-deferred growth. Since you’ve already paid 
	 	 income taxes on your non-qualified assets, you will only be taxed on the amount of interest they have earned. 
	 	 Thus a portion of each income payment will actually be a tax-free return of principal, or cost basis.
	 •	 Once you reach 70 ½, begin taking your required minimum distribution – even if you don’t need the money. 
	 	 Many people use this money to fund the purchase of a life insurance policy, naming their children or 
	 	 grandchildren as beneficiaries. In that way, funds are available to pay final expenses, estate taxes (if any) and 
	 	 other settlement costs, allowing estate assets to pass to heirs as intact as possible.
	 •	 If you’re concerned about outliving your assets, consider an immediate annuity. Immediate annuities 	provide
	 	 an income stream guaranteed for life, regardless of how long you live, and there is no “downside market 
	 	 risk” from unpredictable interest rates or changes in the economy.
	 •	 If you are not quite 59 ½ but find that you need access to your qualified retirement savings (or non-qualified
	 	 annuities) early, you can access this money without paying the 10% federal tax penalty by taking advantage of
	 	 (and staying within the limits of) IRS Codes 72(q) and 72(t).  Under these sections, you can begin drawing
	 	 from your qualified money provided you take it in “substantially equal periodic payments.” Your tax advisor
	 	 can assist you with the rules governing sections 72(q) and 72(t).

Remember – everyone’s retirement goals are different. You may want to retire early, or work as long as possible to 
collect a higher pension or social security payout. A carefully planned retirement income strategy will help ensure 
you achieve your goals, whatever they may be. Discuss your individual situation with your insurance professional 
to determine what strategy would best meet your needs.

Don’t worry about your future.
To better understand your retirement planning needs, and where you currently stand in terms of meeting those needs, 
we believe it is important that you work with a professional – someone that you trust, someone that will listen to your 
needs and help you develop a customized strategy specific to your goals and objectives. Your retirement well being 
depends on making the right decisions today to create a secure future for tomorrow. With an uncertain economy, 
and with so many choices to consider, you should work with a trained financial or insurance professional. Our firm 
would like to apply for this important responsibility. We have the experience and the tools required - tools that will 
help you not only understand your current position, but also understand the impact your choices could have on your 
future position.

Our Process
Our process involves three basic steps:
	 1)	 Understanding your current situation 	 2) Analyzing alternatives	 3) And, implementing the plan
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If you are age 45-55
Your primary concerns are probably how much to save and when to start saving. You may think you still have plenty 
of time to save, but be careful. The cost of waiting to save can be extremely high. Consider the following example:

	 	 	 • You are age 40 today and plan on saving $2,400 each year at some point in the future. 
	 	 	 • You also plan to retire at age 65.

Age you               
begin saving

Savings at age 65* 
(taxable savings)

Cost of waiting                    
(taxable savings)

Savings at age 65**                            
(tax deferred savings)

Cost of waiting        
(tax deferred savings)

40 $111,769 $0 $139,575 $0
45 $78,679 $33,090 $93,582 $45,993

50 $52,126 $59,643 $59,214 $80,361

*Assumes a hypothetical 6% interest rate and 25% income tax bracket. **Assumes a hypothetical 6% rate in a tax-deferred savings vehicle. This chart is for 
illustrative purposes only and does not represent any product or past performance. Actual results will vary. These assumptions are not guaranteed; the use of 
alternate rate and bracket assumptions could produce significantly different results.

As the hypothetical chart above shows, the cost of waiting to start saving can be substantial - especially if the money 
you’re not saving isn’t enjoying the benefits of tax deferred growth.

If you are age 55-65
Your primary concern is likely whether or not you have saved enough. Do you know how much money you’ll need to 
retire comfortably? The amount of money you will need depends on many factors, such as how much you will spend, 
how your money might grow, how much of your savings will be subject to tax, and how inflation can impact your 
money’s purchasing power, just to name a few. Consider the following example:

You have $200,000 in non-taxable savings and will need to spend $20,000 of it each year to maintain your lifestyle 
in retirement.

% your money grows annually 4 % 5 % 6 % 7 %

Years your money will last 13 14 15 17

As the chart above shows, the cost of waiting to determine how much money you will realistically need in retirement 
can lead to a very disappointing future, especially if you do not have a plan to help combat taxes and inflation.
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The Cost of Waiting

Where will the rest come from?
For many of us, true retirement security will come in the form of personal savings, including (but not limited to):
	 •	

	 •	

	 •	

	 •	

	 •	

Where are you saving money? Are you putting the power of tax-deferred growth to 
work for you?
Part of planning for a comfortable retirement is determining how (and when) you will draw from your 
accumulated retirement assets. Without proper planning you could face one of two serious problems:
	 •	 You could “outlive” your accumulated assets and have to turn to children or others for financial support; or
	 •	 You could fail to withdraw sufficient amounts from your qualified plans and be subject to tax penalties.
To avoid both of these potential problems you need a retirement income strategy. 

What portion of your retirement assets are considered “qualified” or “non-qualified” accounts? 
The first step in developing your retirement income strategy is to understand the difference between your qualified 
and non-qualified assets. Essentially:
	 •	 Your qualified or tax advantaged assets are those on which you have never paid income taxes. 
	 	 These include Traditional IRAs, 401(k) plans, 403(b) accounts, and 457 plans. 
	 •	 Your non-qualified assets are those you purchased with “after tax” dollars, including Roth IRAs, Certificates
	 	 of Deposit, savings accounts, life insurance cash values, and certain annuities.
Because they receive special tax treatment, there are a number of rules and regulations governing when you can 
and can’t take distributions from your qualified accounts. Generally,
	 •	 Distributions taken prior to age 59 ½ will, except in very few circumstances, be subject to a 10% federal
	 	 tax penalty;
	 •	 Distributions taken after age 59 ½ will be subject to regular income taxes …
	 •	 And, you must begin drawing from your qualified assets once you reach age 70 ½, regardless of whether you
	 	 need or want the money. (The IRS will calculate the minimum amount you must withdraw each year.) 
	 	 Should you fail in any year to take your required minimum distribution, you will owe a 50% excise tax on the
	 	 amount not taken.
Thus it is important to develop a plan for drawing income from your qualified and non-qualified retirement accounts.

IRAs, which may allow you to deduct current contributions from your taxable income and can grow on a tax 
deferred basis.
Company sponsored qualified plans such as 401(k) and 403(b) plans which, like IRAs, allow you to deduct current 
contributions from your taxable income and enjoy the benefits of tax deferred accumulation. What’s more, many 
companies will match your contributions up to a certain percentage.  
Fixed and Fixed Indexed Annuities, which offer a guaranteed rate of interest regardless of what happens in 
the equity markets; income-tax deferred growth of values; and a wide range of income options at  retirement, 
including a “lifetime” income you and your spouse cannot outlive. Guarantees provided by annuities are subject to 
the financial strength of the issuing insurance company; and are not guaranteed by any bank or the FDIC.
Variable Annuities, which offer income-tax deferred growth, plus the option of choosing how your  money is 
invested among a range of professionally managed sub accounts. Variable annuities offer a wide range of income 
options at retirement, including a “lifetime” income you and your spouse cannot outlive.
Cash Value Life Insurance, which provides two important features in income tax: A tax-free death benefit 
your spouse can use to realize his or her retirement dreams in the event you die prematurely; and cash values 
which accumulate income tax deferred, and which can be borrowed or withdrawn to supplement other 
sources of retirement income4.
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