Brian Mullins

Advice for retirement planning

1. Contribute to a 401K at least what your employer matches

2. Be on target to have your house paid off by the time you plan to retire

3. Maximize allowable contributions to Roth IRA

Q.
On a Roth IRA, how old should you be before contributing?
A.
It depends on income limits. If your income is too high for a traditional IRA, why not contribute to a Roth IRA? The money grows tax-free, and you can access your contribution with no tax penalty.
How to tell if you have enough saved (rough estimate)
Gross Income



100,000

Deduct current expenses you 

won’t have in retirement:

401K payments

 -10,000

          
annual house payments
 -12,000

Subtotal is what you need to support
 --------------


your current standard of living 
   78,000

Subtract expected retirement income
   -44,000

              



--------------


Retirement shortfall (this is what
     34,000

will have to come from your savings)
To insure that you won’t run out of money your savings withdrawal rate should be less than the income rate on your savings.
  For example, assume a 5% withdrawal rate.
   (annual withdrawal) = (withdrawal rate) x (total savings)

   34,000 = 0.05 x (total savings)

   34,000/0.05 = (total savings)

   680,000 = (total savings)

In this example you would need $680,000 savings for retirement.
Several articles I’ve read recently suggest using a withdrawal rate of 3% rather than 5%.
That’s good if you want to be very conservative, but 5% is a good general rate for a moderate investor. You could even use 6% if you feel like you are an aggressive investor.

Mark Wagner

What are elderly dependents?

For purposes of Flexible Spending, a parent who is unable to take care of him or herself and lives with you.  

How does the Flexible Spending Account affect my cash flow?

It is taken out on a before tax basis, thereby reducing your taxable income.  Typically it has to be use by the end of the year; however under our plan you have an additional 2 ½ months to use the remaining previous years balance.

Is the FSA money deducted from my pay then I turn around and pay for child care?

Yes, the FSA money is taken out of your pay on a before tax basis.  As you incur the cost for child care, you would submit those claims for reimbursement.  You have to have the money in the account for child care to claim reimbursement.  You should review your tax situation to see if the FSA or the Federal Tax credit is more beneficial.

Why do the FSA forms still require our personally identifiable information? Why do we have to fax the information each time?
FSA claims still use your Social Security number. It’s still the way all benefit providers share information with each other.  Some of this is changing, but for now they still use the number.  We’ve considered using debit cards, but there are many problems with the reimbursement process at this point.  We will continue to review our options.

Most FSA reimbursements are processed very quickly

Is there any advantage to working past 85 points?

Your salary and time continue to grow.

If you do both 401(K) and Roth 401(K), which is matched first?

The match is always pre-tax for both.  The 401(K) is matched first.

Why would you choose one over the other?

In your early career you would likely be in a lower tax bracket than later in your career so you might look at the Roth 401(K).

What are the minimum required distributions?

Age 70½ applies to 401(K) and Roth 401(K), but you could roll your 401(K) into a traditional IRA and your Roth 401(K) into a Roth IRA.

Can you roll pre-tax 401(K) to Roth 401(K)?  No.  You cannot mix the pre-tax and Roth 401(K) employee contributions.
