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This information may help you analyze your financial planning needs. It is based on information and assumptions provided by you 
regarding your goals, expectations and financial situation. This service shall not infer that company assumes any fiduciary duties. In 
addition, such service should not be relied upon as the only source of information. This information is supplied from sources we believe 
to be reliable but we can not guarantee its accuracy. Hypothetical illustrations may provide historical or current performance 
information. Past performance does not guarantee nor indicate future results.

Retirement Planning

"A penny saved is a penny earned, 
but a penny saved today is a penny 
earning more."

                     - Anonymous
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Inadequate Savings

Roadblocks To Retirement

Sources Of Retirement Income

May 26, 2004

Retirement Planning
Introduction

Having enough money for retirement is one of the biggest financial concerns among
Americans today. According to a recent survey by the Employee Benefit Research
Institute, 70% of people polled said that future retirees will be financially "worse off"
than current retirees. Almost the same number, 68 percent, think the percentage of
elderly people living at or below the poverty line will increase in the future because of
inadequate savings.

Some of this pessimism - particulary among younger people - comes from low
expectations about the future of Social Security. Seventy-two percent of people think
their benefits will be cut off or even eliminated altogether by the time they retire.

Inflation: Inflation is constant, steady erosion of money's value. The amount of
erosion varies - in some years the rate of inflaton is higher than in others. But the
effect of inflation never changes: the cost of living keeps going, so you need more
money just to break even.

Taxes: Just as inflation can erode your savings, income taxes can have a dramatic
effect on your total return, negating as much as a third of your earnings. Consider
carefully your savings vehicles to minimize "tax-bite" and maximize earnings.
Consult your tax advisor with any questions on taxation issues.

Procrastination: By far the most dangerous of retirement roadblocks is
procrastination. Each year that saving is postoponed you lose the advantages of
compound growth in that year. In exchange for a higher standard of living now
you may deteriorate your standard of living during retirement.

Today, two traditional sources of retirement income - Social Secuirty and
company pension plans are figuring less and less in people's retirement planning.
By some estimates these two sources will provide just 20 to 25 percent of what
those in the middle-to-upper income group will need to live comfortably when
they retire. The forecast is cloudy for Social Security. Some acturaries believe
either the system is going broke and will be out of business before today's younger
workers come close to retirement age, or Social Security will provide onlya
marginal contribution to the incomes of those other than the poorest retirees.
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Retirement Objectives

After-tax Income Desired Current Age
Average Tax Rate Pre-Retirement Anticipated Retirement Age
Average Tax Rate Post-Retirement Annual Income
Inflation Rate Annual Pay Increases
Future Legacy To Heirs Age To End Analysis
Adjust Legacy For Inflation?
Before-Tax Return Pre-Retirement
Before-Tax Return Post-Retirement

Social Security/Pension

Include Social Security? Annual Pension Benefit
Social Security Inflation Rate Indexed With Inflation?

Savings Plans/Extraordinary Receipts

Annual Savings (Non-Qualified Plans)
Increase With Pay Raises
Annual Savings (Qualified Plans-Traditional)
Increase With Pay Raises
Annual Savings (Qualified Plans-Roth)
Increase With Pay Raises

Assets

$15,000 Personal
8,500 Personal
35,000 QualTrad
40,000

OwnershipAmount

Personal

$2,500 $2,500
Y

$0 $0

0.00%

TypeDescription

$0 $0
You Spouse

$0 0 0 0.00%

0.00%

You Spouse
$1,000 $0
Y Y

Y
10.00%
8.00%

Y

$0

$45,000 $38,000
3.00%

$66,400
25.00%
25.00%
3.00% 3.00%

You Spouse
52
65

51
65

85 85

May 26, 2004

Increase

Y

Y

0

Ownership

Marie

0
Description Amount

Residence
Marie

Description

401(k)

$0

212,000

Start Age End Age

401(k)

Jesse
TypeAmount

QualTrad

Corolla

Jesse

Joint

Camry

Retirement Planning
Input and Assumptions
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Asset Accumulation

Growing Retirement Income Needs

Importance Of Planning

At End of 
Retirement: $181,399

With regular 
contributions to a 
savings plan(s) and the 
effects of 
compounding interest, 
your retirement assets 
will accumulate to 
$414,785 by the time 
you are ready to retire!

$66,400

$97,511

Today:

At 
Retirement:

Retirement Income 
Needs

May 26, 2004

Retirement Planning
Detailed Costs
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Unfortunately, just as your assets grow over time so do your retirement income needs. It may surprise you how
much inflation can impact your retirement income needs.

$0
$100,000
$200,000
$300,000
$400,000
$500,000

1 2 3 4 5 6 7 8 9 10 11 12 13

Year

Retirement Asset Accumulation

These projections are hypothetical.  This information is meant to provide you with a general idea about your 
retirement income needs.  The results given are for illustrative purposes only and do not represent the actual 
performance of any current or future investment.  Rates of return will vary over time, especially for long-term 
investments.

Careful planning can help you realize your financial goals and help you maintain the same standard of living you
are accustom to during your retirement years.
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Results & Recommendations

Potential Solutions

Reduce your income expectations.
Seek to improve your expected returns.
Consider postponing your retirement.

$66,400

$32,690

$33,710Annual  
Shortfall:

Current Plans 
Provide:

Purchasing 
Power:

Based on your current assumptions it appears that your annual retirement income objective of $66,400 per year 
(in today's dollars) would not likely be met.  The sooner you take action to address your shortfall the easier it 
will be to adjust your finances and/or expectations.

Your retirement objective of $66,400 will not likely be met on your 
current course.  Consider the following potential solutions:

Or, to meet your objective you could save an additional $1,670 
monthly in a qualified (tax-advantaged) investment, or you could save 
an additional $1,979 monthly in a non-qualified (taxable) investment 
(contributions increasing with inflation at 3.00%).*

*Qualified investment assumes new savings are invested at 10.00%. Non-qualified 
investment assumes new savings are invested at 7.50% before taxes. Assumed marginal 
tax rate of 25.0% before retirement, and 25.0% during retirement.

May 26, 2004

Summary

Retirement Planning
Results & Recommendations
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Estimated Sources of Retirement Income

Social Security Benefits

Defined Benefit Plans

Other Income

Qualified Plan Withdrawals

Non-Qualified Savings Withdrawals

Annual Shortfall

These projections are hypothetical.  This information is meant to provide you with a general idea about your 
retirement income needs.  The results given are for illustrative purposes only and do not represent the actual 
performance of any current or future investment.  Rates of return will vary over time, especially for long-term 
investments.
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Details of Pre-Retirement Accumulation Phase

Investment 
Interest @ 
7.5%

Qualified 
Retirement 
Assets Beg. 
Balance

Qualified 
Annual 
Retirement 
Savings

0
0
0

0

0
0
0
0

0
0

0

0

58
59

53

55
56
57

62
63
64

60
6110

11
12

53 52

5
6
7
8
9

58
59

13

0
0
0
0

60
61
62
63

0

0

0
0

0

57

Spouse Age

0

54

56

52 51 0
0

0
0

55 54 0

0

Your Age
Annual 
Investment 
Savings

Investment 
Assets Beg. 
Bal.

Qualified 
Retirement 
Interest @ 
10.0%

Total Ending 
Balance

May 26, 2004

Year

1
2
3
4

0 75,000 5,000 8,000 88,000
102,465

0 102,465 5,305 10,777 118,546
0 88,000 5,150 9,315

136,411
0 136,411 5,628 14,204 156,243
0 118,546 5,464 12,401

16,204 178,243
0 178,243 5,970 18,421 202,634

156,243 5,796

20,878 229,662
0 229,662 6,334 23,600 259,596

202,634 6,149

26,612 292,731
0 292,731 6,720 29,945 329,396
0 259,596 6,524

33,632 369,949
0 369,949 7,129 37,708 414,785
0 329,396 6,921

Retirement Planning
Details of Accumulation Phase
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These projections are hypothetical.  This information is meant to provide you with a general idea about your 
retirement income needs.  The results given are for illustrative purposes only and do not represent the actual 
performance of any current or future investment.  Rates of return will vary over time, especially for long-term 
investments.
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After-Tax 
Withdrawal 
Investments

Details of Post-Retirement Distribution Phase

0

After-Tax 
Withdrawal 
Qualified

Retirement 
Savings 
Balance

Annual 
Shortfall

41,933 391,55055,578 97,511

Total After 
Tax Income 
@ 25.00%

Retirement 
Income 
Needs

32,624 1,030
1,000 55,804

32,624 1,061 0 25,264 78,185 227,174 0
75,195 314,593 0

0103,449
0 25,241 100,436

0
0

May 26, 2004

1,093 81,26532,624 128,326106,553 0 00 25,288
032,624 1,126 0 25,312 84,437 17,004 0

113,042 0 -74,951
109,749

32,624 1,159 12,753 0
116,433

0 25,338
00 25,364 0 0 -91,069

119,926 032,624 1,230 0 0 -94,535
32,624 1,267 0 25,418 123,524

0 25,391
0 0 0 -98,105

127,229 032,624 1,305 0 0 -101,782
32,624 1,344 0 25,476 131,046

0 25,447
0 0 0 -105,570

134,978 032,624 1,384 0 0 -109,471
32,624 1,426 0 25,538 139,027

0 25,506
0 0 0 -113,489

25,570 143,198 032,624 1,469
0 -121,891

0 0 -117,628
0 032,624 1,513 0 25,603 147,494

0

151,918 032,624 1,558
0 0 -130,804
0 0 -126,282

032,624 1,605 0 25,672 156,476
0 25,637

0 -140,260
0 0 -135,462

0 032,624 1,702 0 25,745 166,005
0

032,624 1,754

25,708 161,170 032,624

25,783 170,985

1,653

-150,292
0 0 -145,202

0 0 032,624 1,806 0 25,823 176,115
0

24,468 181,399 032,624 0 0 0 -156,9300

74
25 76 75

17,299

Social 
Security

7323 74

Pension Plan
Wages & 
Other 
Income

72

20
21 72

32,624 1,194
71

Year

14
15

28

22

18

16

19

24

69
70

17

73

71

68

75

29

77
78
79
80

26
27

30
31
32
33
34
35

Your 
Age

65
66
67

81
82
83
84
85

68
69
70

Spouse 
Age

64
65
66
67

76
77
78
79
80
81
82
83
84
85

Retirement Planning
Details of Distribution Phase
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These projections are hypothetical.  This information is meant to provide you with a general idea about your 
retirement income needs.  The results given are for illustrative purposes only and do not represent the actual 
performance of any current or future investment.  Rates of return will vary over time, especially for long-term 
investments.


