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PLANNING YOUR GOLDEN YEARS

Dear fellow West Virginian,

There is no better time than right now to begin putting your financial house
in order because the future we all talk about is now. With all of us trying to
balance incoming dollars against outgoing bills, the need for understanding
how your money can work better for you is vitally important.

Our Financial Education team has compiled more than 15 publications
to help you improve your personal finances. By logging on to
www.wvtreasury.com you can access these publications, or request
one in the mail.

These booklets will provide you with the tools to help you better manage
your hard-earned income, plan for the future and build wealth. The topics
range from credit cards to budgets to talking with your children about money.

The State Treasurer’s Office has long been dedicated to personal financial
literacy that leads to a better life for West Virginians. We hope these
booklets will help us all achieve those goals.

Anytime you need additional help on financial education contact us

at 1.800.422.7498, or visit our web site at www.wvtreasury.com.

Sincerely,

gfd,a@oh

John D. Perdue




PLANNING YOUR GOLDEN YEARS

While most Americans think they are on the track to a long and comfortable
retirement, many will learn at retirement that they’re not as close as they
would like to be:

e Only about 15% of working-age Americans have an IRA, and only
22% contribute to a 401(k) plan.

e The median benefit for women with income from private pension
plans or annuities is just $4,164, compared to $7,768 for men.
One in five women receives private pension income.

e ©£9% of American adults aged 25 to 44 expect to retire in the
“traditional” sense of spending retirement in leisure. But reality hits
home as they near retirement — 63% of 45 to 54 year olds expect
a retirement of leisure, and only 49% of those 55 or older say
the same.

e 26% of workers say they are “just making ends meet,” but only
16% think they will live this way in retirement. Of retirees, 20% are
“just making ends meet,” while 16% describe their pre-retirement
lifestyle this way.

If you're like most people, taking some time now to plan for your retirement
— no matter how close or how far away it may be — can help you get closer
to what you really want.

KNOW WHAT YOU WANT

While most people envision retirement as no work and lots of play, that’s
not always realistic. Even if you don’t want to work (and don’t have to bring
in extra money), you’ll want to find activities that keep you wanting to get
out of bed in the morning.

So before you even start thinking about money, your first step is to think
about what you really want at retirement. Do you really want a 30 or 40
year vacation? Or do you want to pick up a hobby you always wanted to
learn? Work part-time? Move to a condo on a golf course or a beach in
South America? Use the Retirement Lifestyle worksheet at the end of this
brochure to help you start thinking about some of your options.



ESTABLISH YOUR FINANCIAL GOALS

Consumers have often heard that they’ll need about 70% of their
pre-retirement income to live comfortably in retirement. But that may be
wildly inaccurate. Rising prescription and health care costs, the fact that
people live longer, the desire to travel, or even children or grandchildren
who move in, can make retirement more expensive than expected.

If you’re more than 15 years from retirement, a good place to start
reviewing what you might need is the easy-to-use Ballpark Estimate
Worksheet developed by the American Savings Education Council at
www.asec.org/ballpark.

As you start approaching retirement, you’ll need to get more serious and
detailed about what to expect. Here are a couple of retirement calculators
that get high marks for detailed information:
e AARP Retirement Calculator at www.aarp.com/bulletin
*  Quicken® Retirement Planner at
www.quicken.com/retirement/planner

Most people will receive income from two or three sources during
retirement including:

e Social Security

e Pensions or retirement savings

e Part-time work

Before you retire, it's important to understand what to expect from each.

SOCIAL SECURITY

You should get an annual statement of your estimated Social Security
Benefits each year before your birthday. Pay attention to this statement.
If it doesn’t accurately list your income, you may be shortchanged on
benefits. Contact the Social Security Administration with questions at
www.ssa.gov or call 800.772.1213.

If you’re divorced, you may want to find out whether you can get a
higher Social Security benefit based on your ex-spouse’s benefit. Also
understand how working longer may affect your benefit—either increasing
or decreasing it.



RETIREMENT ACCOUNTS

Putting your savings in tax-deferred accounts, such as a 401(k), IRA, or
Roth IRA, can help you save more money. Check with your employer to
see if they match all or part of your 401(k) contributions. If they do match
your contributions, you’re leaving money on the table if you don’t take
advantage of this money!

Even small contributions over time can make a big difference. If you can’t
set aside as much as you'd like, try to get into the habit of contributing
something to your retirement now. Terry Savage, author of The Savage
Truth On Money gives this example: If you get a paycheck, 7.5% of your
wages is deducted from your paycheck for Social Security, but you
probably don’t even know how much it is. Why “out of sight, out of mind.”
Set up automatic withdrawals from your paycheck or bank account for
retirement savings and soon you won't miss it.

It can be dangerous to have all your retirement money tied up in the assets
of one company — especially when that company is also your employer. Be
sure to keep a diverse investment portfolio for your retirement to insulate
your finances from market uncertainties. In addition to your 401(k), consider
a variety of international stocks, small-company stocks, large-company
stocks and bonds. When the market takes dips and dives (as it eventually
does), a diverse portfolio will help offset any losses due to market swings.

If you don’t know what types of investments are right for you, talk with a
financial planner or ask your employer if there are financial advisory services
available through the company that administers your retirement plan.

More tips:

e Avoid borrowing or cashing in your retirement plans early —
even if it's just a small amount. Both can mean significantly less
money at retirement.

e Consider joining an investment club to get both the know-how and
motivation to start investing. Visit www.better-investing.org for
information on starting an investment club. It can be fun, and
profitable!

e Talk with a financial planner before you start withdrawing money
from your retirement plans. The rules about withdrawals are
complicated, and if you don’t do it right you can end up paying
expensive taxes and penalties.



Resources for finding a financial planner:
e The Financial Planning Association:
1.800.322.4237 or www.fpanet.org
e The National Association of Personal Financial Advisors:
1.847.483.5400 or www.napfa.org
e Certified Financial Planner Board of Standards:
1.888.487.1497 or www.CFP-Board.org

PENSIONS

Pensions can be very confusing, and employees often don’t know how
their employer manages them — or how much they’ll get at retirement. If
you work for a smaller employer in particular, it may be difficult to get the
information you need to plan. By law, however, your employer is required to
give you a Summary Plan Description of your retirement plan if you request
it and an Individual Benefit Statement once a year. If you can’t get these
documents, contact the Department of Labor for help.

You or your spouse may have to make a choice at retirement whether to
take a larger pension for the employee’s lifetime, or a small payment for the
lifetime of the employee or their spouse, whichever lives longer. It’s
important to think this issue through carefully to make the best choice for
your situation.

Believe it or not, some people have pensions coming to them and don’t
know it. They may have left a job, for example, not realizing they were
entitled to benefits. You can search for lost pensions at www.pbgc.gov.

PART-TIME WORK

This may depend on what you plan to do in retirement, and how many
hours you'll be able to work. If you enjoy your current job but want to
cut back, find out whether your company hires contractors or part-time
workers.

If you want to pursue a different part-time job or business during retirement,
can you start apprenticing now part-time to find out what the work is really
like, or to start building experience or credentials? The more homework you
do before your retire, the more likely you are to make a smooth

transition afterward.



GET TOGETHER

Couples who have been at odds with their financial goals, or who haven’t
talked about money before retirement, may find things strained when their
regular paychecks end. Because most people have to make financial and
lifestyle adjustments during retirement, it’s important for couples to start
talking about their differences, as well as their shared goals. A good place
to start is the book Money Harmony by money therapist Olivia Mellan. It's
available in most bookstores and libraries. Many churches and local
community centers also sponsor workshops about couples and money.

ELIMINATE CREDIT CARD DEBT

If you have unsecured credit card debt, make it a priority to pay it off before
you retire. Paying off high-interest credit card debt on a fixed income can
sometimes be especially stressful. The high interest rates associated with
credit cards can add-up, especially on a fixed income. If you have five or six
credit cards now, keep one or two with the lowest interest rates and pay off
the others before you retire.

DECIDE WHERE YOU WANT TO LIVE

If you are planning to move after you retire, look into the cost of living for
that area. If you are interested in a retirement community, check to see if
living there will help or harm your ability to cut back on health care, food
or utility expenses. If you are looking into moving to a new state or town,

it could be worthwhile to see if there are tax advantages for senior citizens.
Learning the financial details of where you would like to live will help you
budget your retirement savings more accurately.

Your library should carry several books to help you in your search for a
place to settle, such as America’s 100 Best Places to Retire (third edition)
by Elizabeth Armstrong (Editor). If you type in “best places to retire” in a
search engine on the Internet, you'll find a number of websites with
information.

The next step is to try some of them on for size. If you think retirement in a
foreign country is for you, can you take some vacation time to check it out?
Just be sure to spend some time with others who have actually retired to
that area, or you’ll get an unrealistic view. Vacation is different than
day-to-day living.



CONSIDER HEALTHCARE COSTS & CREATE

AN EMERGENCY FUND

For most Americans, getting older is synonymous with higher medical
costs. Your first step is to invest in your good health. Research shows
that regular exercise, a healthy diet, strong community ties, and activities
to keep the mind active can cut down on health care costs. The sooner
you begin to really take care of yourself, the better, and small changes can
make a big difference.

Another safeguard is to build a medical emergency fund into your
retirement plan. Talk to your employer before you retire to find out what
health care benefits are available after retirement. Should your health
insurance expire when you retire, you'll need to invest time and energy to
find alternatives before you begin Medicare. If you have health problems
that may require expensive care, you may want to postpone retirement until
you can make sure you’re covered by other insurance or Medicare. One
uninsured accident or illness can literally wipe out a lifetime of savings.

PUT THOSE MORTGAGE PAYMENTS BEHIND YOU
Planning to pay off your mortgage before you retire can save you many
financial headaches down the road. You'll be a lot more comfortable
without a large mortgage debt looming over your heard. Most lenders
allow you to prepay your mortgage by sending in extra money with your
payment. You don’t have to follow an expensive schedule or pay for a
bi-weekly payment plan. Just send in what you can, when you can, and
make sure you designate that extra as addition “principal” payment.

If your home is paid off when you retire, you may want to take money out
of your home. A reverse mortgage allows you to get money from a lender
instead of paying money to one. You can continue to live in your home for
as long as your health allows, while receiving a monthly check. This can be
an idea for retirees who own a home but don’t have a lot of cash to cover
expenses.



THINK CREATIVELY

Your retirement may not be exactly what you have envisioned, but given
the number of years you’re likely to spend in retirement, or at least
semi-retirement, you should have plenty of opportunity to experiment with
different options. You may consider renting out a room in your home to
another retiree or a college student, for example. If you’re a nurse or teach
in a special area of expertise, you may be able to travel on cruises for free
in exchange for your services.

Another example: if you're cash challenged but don’t want a job, you may
try bartering. Barter networks exchange everything from babysitting
services to dry-cleaning to professional services to real estate! If you have
a skill or product you can barter, consider joining a reputable barter
association to help keep more cash in your pocket. (For more information
visit www.irta.com)




IF DEBT IS GETTING THE
BEST OF YOU - SEEK HELP

If getting control of your debt before you retire is becoming an
overwhelming task, seek the assistance of a financial planner or credit
counselor who can provide FREE advice about your particular situation.
Don’t wait. One of the biggest mistakes consumers make is raiding their
retirement funds to pay bills when they would have been better off getting
help from a professional credit counselor who can help them evaluate their

options and make smart choices.

RETIREMENT LIFESTYLE WORKSHEET

If married, both spouses should complete the worksheet below separately

and compare:

Where do | want to live when | retire?

What size community do | want to live in?

Which amenities are important to me:

J

J
J

UL ddd

outdoor activities: golfing, boating, fishing, hunting,
skiing/snowboarding, hiking, biking

dining out
travel
how often? where?

cultural activities: theater, museums, concerts, etc.
sport events

church or synagogue

community service/donations

other:

other:




What features of the community are most important to me?
hospital/heath care access

low or no state income tax

low sales tax

low crime rate

education

parks and recreation

low traffic

public transportation

other:

o ldddooUDdd

other:

Do | want to live close to family members? Grandchildren?

Do | want to work or volunteer after retirement?

What hobbies would | like to pursue?

How do | plan to take care of my health?

What size home do | want to live in? What about upkeep? Landscaping?
Remodeling?







What do | want to do with household items I’'ve accumulated over the
years?

What pets do | want to have and how will they fit in with my lifestyle?

Other goals and dreams for retirement:




ADDITIONAL RESOURCES

The Complete Idiot’s Guide to Retiring Early, by Dee Lee

The Complete Idiot’s Guide to 401 (k) Plans, by Dee Lee

We thank the Consolidated Credit Counseling Services, Inc. and their
Education Director, Gerri Detweiler, who compiled the text for this booklet and gave
the West Virginia State Treasurer’s Office permission to use the enclosed information.
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CELLIS

Charleston, WV

Currently pursuing a
degree in culinary arts

See how $50 is helping Ellis’ and other childre
dreams come true at SMART529.com

ENROLL NOW Bright futures begin with
Invest Directly SMART Savings.

Call 877-767-8529 toll free
Go online www.SMART529.com

Invest through a Financial SMARTsz 9m

Investment Professional: WEST VIRGINIA'S COLLEGE SAVINGS SOLUTION
Contact a local bank or investment firm. Office of State Treasurer John D. Perdue

You should carefull% consider the investment objectives, risks, and charges and
expenses of SMART529 and its Underlying Funds before mvestlng This and other
information can be found in the Offering Statement for SMART529 and the prospectuses
or other disclosure documents for the Underlying Funds, which can be obtained by
calling (866) 574-3542. Please read them carefully before you invest or send money.

Investments in SMART529 are not guaranteed or insured by the State of West Virginia, the Board of
Trustees of the West Virginia College Prepaid Tuition and Savings Program, the West Virginia State
Treasurer's Office, Hartford Life Insurance Company, The Hartford Financial Services Group Inc., the
investment sub-advisors for the Underlying Funds or any depository institution and are subject to
:nveslment risks, including the loss of the principal amount invested, and may not be appropriate for all
nvestors.

SMART529 tnvestmant Options are distributed by Hartford Securties Distribution Company, Inc. Membar SIPC.
The infarmation is written in connection with the pﬂ:lﬂ'l.crﬂﬂn of marketing of the matterrs} addressed in this material, The informafion cannol be usad o

relied upon for the purpose of avoiding IRS penalties. These |s arg not d to provide tax, accounting ar legal advice. As with &) matters
ol & tax or legal naturs, you should consull yuur own lax or legal counsel for advice

If you reside in or have taxable income in a state other than West Virginia, you should consider whether
your state has a quahflad tuition program that offers favorable state income tax or other benefits
exclusive to your state’s program that are not available under the SMART529 program.

“The Hartlord” 1s the Hartiord Financial Services Group, Inc. and its sibsidianes.

3y Office of State Treasurer o ——
fohn Perdue l e A - &
Poogen Bk of Voo TFORD
SMART529 is a program of the West Virginia Prepaid Tuition and

Savings Program Board of Trustees and is administered by Hartford Life Insurance Company.






