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Evaluation form
Did You Like the Pre-retirement Series?
How many of the letters did you read? Please circle the number; 1 2 3 4 5 6

Please rate the value of the information to you. Using a scale of 1 to 5 with
1 being the lowest value, check the appropriate column for each item.

Topics Rating
1 2 3 4 5

Sources of retirement income
Figuring living costs of retirement
Use of emergency fund

Use of a revolving fund

Investments for retirement

Health Insurance

Life Insurance

Property Insurance

Income Taxes

Family business records

What have you done in preparation for retirement because of these letters?
(list or discuss)

What type of information was included that was most helpful to you?

What type of information was included that was the least helpful to you?

What other topics on retirement planning would you have liked included in the
series? Please list below.

How many years before you plan to retire?

Thank you for cooperating. Please fold, tape together and mail.
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Blacksburg, Virginia 24061
MID-LIFE PLANNING FOR RETIREMENT

Letter 6
Dear Retiree,

We have gigured our income and our Living expense, Maybe you have made a
decision about employment and now there are a few dmportant, but Less Lengthy,
Atems to discuss,

What Tax Advantages Are There?

The golden age fon rnetinees 4is becoming more golden. The increasing
number of people above age 65 s making government and industry stand up and
take notice. The "special privileges" for those above 60 will probably continue
Lo increase.

There are tax breaks and situations that need to be considered in netine-
ment planning. The timing fon selling a house, orn othern investments can be
Amportant in negarnd to your age, retirement date (dincome reduction), and tax
Laws .

Tax Advantages to Use Now

While you are sELL yearns away grom retirement there are avenues for
tax breaks.

Refer to the savings and investment sections of this sernies gor U.S.
Savings Bonds, municipal bonds. Interest on state and turnpike authority
bonds 4is not taxable.

Tax sheltened annuities are available to teachens and administrations
in public education systems. Check with yourn personnel ofgice.

Individual retinement plans are available forn pernsons who are not
covered by a company plan. These are similarn to the Keogh plans.

Keogh fund plans are available to those self employed, whether full on
part time. These plans give tax breaks in two ways: the money you Linvest
in the gund 48 not cwwiently taxed when you figure your Lncome tax netwwn; and
the money earned by the fund each year in terms of Ainternest on dividends s
not subject to income tax until you netire and stant drawing on the fund.
Because of these factons, you have morne money to invest and therefore internest
A8 padld on internest so that you have use of more money, fhee of taxes for a
period of years. You can set aside a maximum of 15 percent or up to $7,500
of your earned Aincome for a Keogh plan. This amount can change, 50 check with
a ginancial institution forn cwurent Limits.
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Thetre are penalities if you take the money out before age 59%, unless
you become totally disabled. You must take the money out at age 70%.

1§ you employ pernsons, usually Lt is necessary to set up a Keogh plan
gon them Lf you do A0 for yourselq.

Keogh plans are available through cooperating banks, savings and Loans,
LAnswance companies, mutual funds and other savings institutions.

Tax Advantages after age 65

Some tax breaks that you will recelve after age 65 are nelated to some
04 the steps you take before netinement. Don't walt until age 65 to
gamilianize yourself with these. And, 04§ course, changes occur in tax Laws.

Social Securnity and rnailroad benefits are not taxable. Taxes are not
paid on most pension plans until the amount you have contributed 4s used up.
Usually this 4is about three yearns. There may be capital gains on invesitments
that you wish to take during these Low tax yeans. This nule greatly neduces
the amount of taxable income and thereforne puts most netinees into a Lowen tax
bracket. Agtern age 65 you are allowed a double exemption forn wife and husband.
The amount exempted is g1,500 gorn a single and $3,000 for a couple.

Sale o4 Residence

To qualify forn neduced tax on capital gains grom sale of yowr mafor
hesidence, you must have used this propernty for your principal nesidence
gor 5 yearns orn more duning the 8 yearn perniod ending on the date of the sale.
1§ you plan Lo sell a resdidence a few years before, at on a few yearns aften
your 65th binthday, the Tax Benefits for OLder Americans brochure available
grom the 1.R.S. 45 necessary reading for you.

Thene are othen tax breaks, but these Listed are the ones in which you
have a choice as to the timing of the sale of hesdidents on othern Lnvestments
fo take advantage of your Lowen Ztax years.

Regen to:

Tax Benefits for 0Lden Amernicans, U.S. Internal Revenue Service. Call
on wite your nearest 1.R.S. offace for a gree copy.

How WiLL You Get Health Insurance Coverage?

Having enough health insurance, while not buying it wastefully, should
be one of your top prionities at any time. At this stage in Life, health
insurnance 45 necessary because health bifls tend to increase with age and we
need to protect the financial assets we have accumulated.

The most important factorns in buying health insurance are 2o:

1. Undenstand the aspects of health insurance. This 48 needed to be able %o
make wise selection among the wide range of policies available.
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2. Select the insurance progham that 4is best fitted to your needs.
3. Get adequate coverage with the best use of yourn health insurance dollanr.

4. Plan for future changes in youwr health insurance program as you become
qualigied forn Medicare.

5. Group plans not only cost Less, but usually offer better coverage than
Andividual plans. Some group plans through place of employment can be
continued into retirement, either as a netirement benefit on at cost to the
netinee. Some group policies do not allow you fo remain under the ghoup
policy, but will allow you Zo convert to an individual policy. There may be
advantages in staying with the same company to prevent a period when you
would not be covered by pre-existing conditions.

As you approach 65, you will need to evaluate your present coverage Ln
Line with coverage undern Medicare.

Because of the imporntance of this subject and the quality of three
publications, it is best that you refer to these nathen than neading the small
amount of Anformation. that could be included in this series.

Before making g4inal decisdions, nefer to the following resouwrces.

A Bried Explanation of Medicare - DHEW PublLication No. (SSA) 73-10043. Calk
o vaselt nearest Social Securnify Office.

Consumer Swwival Kit, Herne's to Yourn Health: Medical Inswrance,Maryland Center
gon Public Broadcasting, Owings MCEZs, Marnyland ZTTT7. Very Anexpensive and a
must for everyone. 1t 48 a complete guide to buying health insurance.

Information to Consider In Choosing a Health Plan, U.S. C{vil Service
Commission, Bureau of Retirnement, Tnsuwrance, and Occupational Health,
Washington, D.C. 20415. This may be available from your personnel ofgice.

To be eligible forn the Federal Employees Health Benefit Program agten
netinement, you must enroll 5 yearns before netirement date. Enrollment Ais
open only once a year. 1§ you want to comsdider this group health insurance
plan, don't Let the dates sLip up on you.

15 Yourn Propernty Insurance Up-to-date?

How does property insuwrance relate fo netirement? As netirement
approaches we need to give {ull protection to owr assets. There is Less time
to ne-coup Losses, 40 be sure there is adequate inswrance protection against
ginancial Loss.

This subject 48 4included because of the high cost of replacing homes at
present day costs. Most home ownerns are underinsured. Construction cosits
have nisen about 99 percent in the past 10 yeans. A $25,000 house built in
1967 would now cost about $50,000 to replace.
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The othern element that causes concern is the 80 percent coverage. Unless,
the coverage of the policy is 80 percent of the replacement cost, full coverage
forn any Ross 45 not paid. Considen this example:

A house that was built in 1975 cost $60,000 (not including Land). The
policy was wiitten then and s1iLL nemains at 80 percent or $48,000. The cost
today to nebuild that house is $70,000. A §irne caused $12,000 wonth of damage.
Because the insurance was not up-dated to $56,000 the insurance company would
not pay the full $12,000.

The state of Virnginia nequines that an automatic one percent a yean
inglation rate be wuitten into a contract, but during high inglation years
this has not been adequate. 1t is your nesponsibility to update your
coverage. Fon the Last 10 yearns the nate of inflation 48 & percent increase
each year to replace a house.

Are Your Family Business Paperns In Onden?

The business of Living, Like estate planning, L& Amportant at all Life
stages. We have Lo prove that we were born, worked, and died by producing a
paper gorm.

A paper may be valuable because it has monetary value, as a stock
centificate, on because it can be neplaced only with difficulty. On it may
provide information that saves money, Lime, or mental strhain forn someone
else. In the process of collecting valuable paperns, documents and gigures
gorn netinement planning, why not organize them into a ornderly system? Also,
consdden stoning them safely.

A safe deposit box orn home safe s needed for stocks, bonds, and other
negotiable papers.

Othen papers such as insurance policies, deeds, binth cerntificates, marviiage
Licenses, and savings bonds can be neplaced, but with neal inconvenience. 14
these are not in a §irne-proof place on could be misplaced, a List of these along
with the negistered number on each should be kept 4in a place othern than the
home. Stone the List in yourn office, on 4in a sealed envelope at a relative on
gniend's house.

Checks and paid bills should be kept also. 1t 4is necessary at times %o
show proof of payment. 1§ a house 48 s0ld, all recornds forn permanent
Amprovements are needed. These costs are deductible forn capital-gains tax
puwrposes.

Summary
1t is imporntant to consider income ftax Laws as part of retirement

planning. Selling a house orn taking othern capital gains could be timed fon
Low-{income ftax years.
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The assets that finance netirement must be protected through adequate
property and health insurance. Pre-retirement planning involves examining
valuable gamily business papers. This is an excellent time to ornganize these
papers and store them in a safe place.

HAPPY RETIREMENT!!

We hope that these fLetters have been interesting and valuable to you.
Please tell us how you feel about them by using the evaluation sheet attached.

The reference books were listed only for the purpose of
information and the VPI & SU extension service does not
recommend any one of the reference books to the exclusion
of others which might be available.

Prepared by: Distributed by:
Hilda Dailey, Extension Specialist,
Home Management Extensdion Agent

Issued in furtherance of Cooperative Extension wonrk, Acts of May & and June
30, 1914, in cooperation with the U.S. Department of Agniculture. W. R.

Van Dresser, Dean, Extension Division, Cooperative Extension Service, Virginia
Polytechnic Tnstitute and State Univensity, Blacksburg, Vinginia 24061,
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