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While many Americans have spent years planning for their t many of them have made a
basic discovery once they reach that plateau. Namely, that there are s at simple math and time will not

in the arena of financial planning for retirement th o avoid. The remainder of this booklet will

explain potential ways to deal with these iss



Common Retirement Financial Mistakes

Underestimating your life expectancy: A generation ago, it was probably safé to assume that men would live to
approximately age 70, and women to perhaps 75. But advances in medical$cience have pushed those ages up at
least fifteen to twenty years. Realistic financial plafining for seniors should probably assume that at least one spouse
will live to age 90 or beyond.! To make sure yourimeoney lasts, you may need to annuitize your assets to create a
sufficient income (explained later).

Are you thinking that you’ll besable to retire when you want? In financial planning for retirement, many
workers plan on working into their70s—until illness, disability, or mere fatigue forces them to reconsider. If you
plan on working past the normal retirement age, do not count on the extra money earned to pay for essential
expenses. Sound financial planhing for'senior years would have you save a sufficient nest egg by age 65 in case
health reasons prohibit you'from working longer:

Neglecting to adequately factor in“health care costs: Failure to do this can be disastrous, especially if long-term
care treatment issneeded. And don’t count on the government to pick up the bill for you either. Make certain that
your health coverage is adequate and, that'you have a plan to cover other elder care needs. This is the #1 error in
financial planning for seniors, asit’s estimated that half of the bankruptcy in the US is caused by health failures and
the accompanying costs.”

Settling for low returns: Don’t let your fear of risking principal leave you with a.guarantee of running.out of
money prematurely. Sensible asset allocation may lower the risks of investingg including the chance that your
money will not grow enough to meet your needs. Although asset allocation miay reduce risk, it does not insure a
profit or guarantee against loss. But if you insist on keeping money in three month CDs and T-bills as many seniors
do,.your earnings will be so low that you increase the likelihood of running out'of meney. Sound financial planning
for seniors means that your investment horizon should match your actuarial life'expectancy. In simple English, if
you are age 70 with an expected life expectancy of 16 more years, your investment portfolio should be constructed
to serve you for 16 years, not 6 months. ;

Failure to monitor or control your distribution rate: Your financial advisor'should be able to run some basic
calculations based on the size and allocation of your portfolio‘that'show a safe rate of withdrawal. A general rule of
thumb is somewhere between three and five percent per year, depending on your portfolio’s allocation between
equity and fixed income investments. We have séén,some financial planning disasters when people spend beyond
this level.

Refusing to get a fresh perspective: No matter how effective your advisor or plan is, getting a second opinion on
it will never hurt. Different advisors.have different aréas of expertise, such as taxes or mutual funds. Therefore,

having a different set of eyes review your situation may provide insights that you would otherwise miss.

The following articles provide guidance on ways to potentially address these issues.

! For a married couple where both have reached age 65, there is a 39% chance that at least one will live to age 90

https://www Kitces.com/joint-life-expectancy-and-mortality-calculator/ visited 1/3/21

* National Bankruptcy Forum "Medical debt is a big problem in the United States. For years, it's been the No. 1 reason people file for
bankruptcy" http://www.natlbankruptcy.com/us-medical-debt-statistics/ visited 1/3/21



Generating Retirement Income

Financial planning prior to retirement is focused on asset accumulation, tax minimization, and maintaining a

budget that allows for maximum savings. Retirement financial planning, however, is focused on these different
objectives: maintaining an adequate income without salary or wages, maximizing pension and social security,
having adequate health and long-term care protection and minimizing financial risk.

You can’t know for sure if you havedadequate. resources until you do some number work. If you find this nitty

gritty retirement financial planning strétching your patience,then hire a retirement planner.

Here are the steps:

1. Estimate your retirement spending needsihousing (including new furniture and updating), food (including
dining out), insurance (inchiding.long-term €are), personal expenses, vacations, entertainment,sutilities,
transportation, taxes,(income and property), etc. Add to this list anything that applies to your desired lifestyle:
Add up the total and now.you know*how:much you need, which is Step 1 of your retirement financial planning.
Let’s say this figure is.$50,000.

2. Next, you want to-seethow much you have and create a retirement income plapd Add your sources of
retirement income including social security, pensions, and annuities. An example follows but please note that
the'illustration is hypothetical and not indicative of the performance of any particular'product. From any
savings such.as IRAs and 401k and other investment accounts, assume a withdfawal rate of 5%. Soif you have
a nest'egg of $500,000, assume that you can take 5% annually and the nest.€gg should be fairly safe at least for
* 30 years.?

Note'that just to maintain your standard of living, you need to always:leave same earnings behind in your nest
egg tolaccount for inflation. An item that costs you $10,000 this year will cost you $10,300 next year. Even if
you don’t care about having anything left and want to spend more, you den’t have much wiggle room. For
example, if your nest egg were to earn a constant 6% annually'and you withdraw 8% annually of your
beginning balance, you exhaust the fund in 24 years (online calculator.from CaleXML https://bit.ly/2XDhPJE).
You could easily outlive your money and that’s why it’s impoxrtant to stick'to the retirement financial planning
5% rule

3. Compare your total sources of incomeifrom Step.2 and your expenses from Step 1. If you have excess
income, congratulations - you’ve done good retirement planning.

4. If you have a deficiency, you have a few options:

* Adjust your lifestyle and spend less:

* Maintain your lifestyle, biit move'to a less expensive area of the country or out of the country.

* Work part time in retireinent.

* Retire later - by working a cotiple more years, a $500,000 nest egg growing at 6% accumulates an
additional $61,000 (6% x $500,000 compounded for 2 years = $61,000 Texas Instruments BA 54 or any
financial calculator). That additionalsprineipal provides an additional $3,050 of spending money annually
(assuming 5% annual retirement return x 61,000).

Note that later in life, say at age 75, you may switch your strategy and decide to "annuitize" some of your assets

- i.e. spend them down to zero and give yourself more income today. One way to annuitize your assets is with a life
annuity, as payments will last as long as you do. (Get details from your financial or insurance advisor).

3 Trinity Study: Sustainable Withdrawal Rates From Your Retirement Portfolio; Philip L. Cooley, Carl M. Hubbard and Daniel T. Walz 1998,
updated 2018 https://bit.ly/2MYO0Yiz visited 1/3/21



Retirement Income Sources*

Many retirees lack control over 50% or more of their retirementincome. For'example, if a retiree has income of
$50,000 annually, and $30,000 comes from social security and employer pension, the retiree controls less than half
of his retirement income — making those sources somewhat useless to discuss. So let’s focus on the sources of
retirement income you can control and how to boost them.

Let’s work up the ladder of rates that‘you can'get from guaranteed retirement income sources.

Bank Certificates of Deposit: Terms from three months to five'years. Generally, the longer the term, the higher the
rate. Interest is available monthly for.a giiaranteed retirement income or can compound. A one year CD is .9% at
the highest paying bank as of 1/3/21.5 After inflation and taxes, you actually lose money. Therefore, holding lafge
sums for long periods in CDs is financially foolish.

Annuities: Guarantééd.by the issuing insurance company, safest companies rated AAA by Standard‘and Poor’s:
Large companies like Prudential and“New. York Life actually lent money to the US Government during the
depression. Use deferred annuities (paying 2.50%) ¢ if you don’t need the income or immediate annuities if you
need the income. A 70-year=old'male can get $560/month for life on a $100,000 deposit (equal to 6.7% annual cash
on cashdteturn) - Payments énd at'death and nothing is left. Some immediate annuitig§ provide a feature for
paymeénts to heits:in case of early'death, but the monthly payments will be less.

The above paragraph describes an immediate annuity—a one-time payment of a pseémium toxan insurance company.
In return, you receive payments for a specified term or for life. Under the life option; payments cease when you die.
Note that immediate annuities may have fees or commutation charges and getierally cannot be surrendered for
value..Payments you receive are subject to IRS ruleswhich consider each, payment pactsprincipal and part interest.
The payments'are guaranteed by and subject to the claims-paying ability of.the issuing insurance company.

Federally Backed Mortgage Notes: Although you’ve heard a lot in the news about Fannie Mae and Freddie Mac,

“the'US government has backed their securities 100% — givingithem AAA\safetysThe same goes for Ginnie Mae
Securities. Your money is loaned for mortgages, and the government.agency guarantees your investment — at 15
years, rates approximate 2.3%.8 Actual term is uncertain as‘people-can pay off their mortgages early. Income is
monthly.

Corporate Bonds and Preferred Shares: These can bewa.reliable source of guaranteed retirement income from
corporations. Again, for safety, buy those that are highly rated, at.least A. Bonds pay interest twice annually, and
preferred shares pay dividends quarterly.

“ The tax issues and risk issues of the investment:©ptions mentioned inthis section are as follows: bank certificate deposits are FDIC insured
to $250,000 and interest is taxed as ordinary income. Annuities are backed by the claims paying ability of the issuing insurance company.
The portion of the payment that IRS considers‘interest is taxed as ordinary income. There is a 10% penalty for withdrawals before age 59V
Federally-backed mortgage notes will fluctuate insvalue.and have an implicit guarantee as to interest and terminal value by the federal
government and interest is taxed as ordinary ingome. Municipal bonds will fluctuate in value, are guaranteed by the issuing municipality or
issuing agency and interest is free from federal tax and may also be free from state tax if you are a resident of the state where the bond is
issued. Corporate bonds and preferred shares are issued by public companies, will fluctuate in value and carry risk of loss. Interest on
corporate bonds is taxed as ordinary income; dividends on preferred shares are generally taxed at the 15% rate. Mention of these securities
does not constitute an offer to buy or sell.

3 Bankrate.com 1 year CD for Quontic Bank

6 Oxford Life Multi-Select 8 https://www.immediateannuities.com/deferred-annuities

7 www.immediateannuities.com 1/3/21

8 Representative example 1/3/21: Federal National Mortgage Corporation, 2.3% yield, http://www.mortgagenewsdaily.com



Municipal Bonds: A source of guaranteed retirement income i or municipal districts. Buy those
rated AAA for best security. Income is paid twice annually. Or, anteed retirement income,
build a ladder of zero-coupon municipal bonds. Interest and princi
age 52 buys $75,000 face value of municipal bonds to mature startin
years, to provide $75,000 of tax free income annua
dollar of face value — yields up to 2.5% tax free c

Dividend income from stocks and m
income, however, it is not assured as ¢
own mutual funds, there are funds o
you in the right funds? Similarly, th
stocks pay no dividends at
retirement income.

tant and significant source of retirement
common stock dividends at any time. If you
stent dividend income and those that do not. Are
ocks that pay dividends averaging 4.1% !0, while many growth

tion of stocks and funds, you control this important sourcc;

9 Representative example: as of 1/3/21 OCEANSIDE CALIF UNI SCH DIST GO REF BDS 2020 due 08/01/2043 yield 2.04%, price 57.11
https://sales.themunicenter.com

10 https://www.dogsofthedow.com/doggish.htm, average yield of top 10 yielding stocks of the Dow Jones Industrial Average 1/3/21.



Protecting Yo

While everyone needs car, homeowners and health insurance, t
pertinent to seniors or retirees. These senior insurances are detaile
protections could be the difference between a co ble retirement and

pes of insurance that are very
the failure to have any of these
f heartache.

. However, it is
rden at thei

lisability. Since we are no longer working in our retirement, it
event of disability due to age. Long-term care insura ici



Other Retirem

Retirement is not just about the size of your nest egg. Ther iderations for a comfortable
retirement experience in addition to a financial retirement plan. The tions extend to where you live,
housing options, and healthcare quality and choi i tivities will you do in retirement to
stay mentally and physically fit? Here’s a short lis iderations to.add to your retirement checklist.

Healthcare Needs for a Healthy Retirex

1. Do you have insurance that
2. Do you live in proximity to m alists you may need to consult?

e and social security income differently than other incom
you cannot drive, will the public transit take you to your
isfactory in all months? How about allergy months (e.g. spring.ti

es one spouse have a pension that ends upon death? Your

ossibly replace that income.

2. If both spouses are eligible for Social Security inc
with a retirement planner.

show you how to

ximize the benefit—check

Estate planning

Estate planning is not just for the rich. It is fo es about their heirs. In fact, most aspects of estate
planning basics have little to do with money.

Estate planning basics do a conomical distribution of your possessions and authority
but more importantly, how you P
— but you do! Federal and stat
you become very ill. If not prep

who gets what and how much, and how you will be treated if
planning knowledge, it costs money and heartache.

Putting your estate in order can . It depends on how many assets you have, where they are, your
family structure — children, divorced a vious children, state laws — and more. But, no matter how small or
large your estate is, here are the four tools of basic estate planning:

1. Will or trust

2. Durable power of attorney

3. Living will

4. Health care proxy (medical durable power of attorney)




Your will shows your wishes for disposition of your asse ardian for minors. In it, state how
property in your name should be distributed, name an execu i rrying out your wishes, and
i i ildren, designate a guardian
trust in place of a will because
ate. Additionally, trusts typically
in your old age, do you want your
plan in advance? Estate planning basics

it maintains privacy and avoids court involveme
contain conservatorship provisions. If you sho
family to be in court about your care, or would yo
call for planning ahead.

Your Durable Power of Attorne
apacitated, your designated person, i.e. your spouse, adult child

or anyone you trust, can ma y ake decisions) your affairs or you can restrict that power to o
particular assets or accou can’t create a durable power of attorney once you’ve be
incompetent.

Your Living ishes to your doctors when they must consider use of life-

measures. This is
become incapacitat
become terminally ill.

d perhaps, consistent with your living will. Talk to the person e ng him, and be sure he
and is comfortable with your wishes, and is strong e 5 out despite some family

vs and your particular
ive and ASK your retirement
advisors what you need to do to get your estate in order.

10



These are only a few ideas to help you better protect your ass
to accumulate.

ost of what you worked hard

With the sound advice of
most out of your



investments. He has advise
Name Last Name i i

te University in 1972 after some undergraduate work at the
ter initial coursework at George Mason University, he receive




Bob Planner Investment Advisory LLC seeks to p tyle would be properly considered
"conservative." Most of our clients are age 6 .“Our approach has been successful in

Estate Planning - Includes assist ination of estate taxes.

Financial Planning -
reduce taxes, prepare

Insurance S
destroy your



Phone today with questions or t
There is no charge for an

Bob Planner
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ompany Name
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ur Town, CA 94555

we p you.
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