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Bio

This material was written and prepared by De La Torre & Young Insurance Services, Inc. 

Copyright by De La Torre & Young Insurance Services, Inc. All rights reserved. No part of this publication may be copied or distributed, transmitted, transcribed, stored in a retrieval 
system, transferred in any form or by any means-electronic, mechanical, magnetic, manual or otherwise-or disclosed to third parties without the express written permission of De La 
Torre & Young Insurance Services. lnc. 1900 Alameda de las Pulgas, Suite 108, San Mateo, CA 94403.

The information contained in this workbook is not written or intended as tax or legal advice, and it may not be relied on for the purpose of avoiding and federal tax penallies. You 
are encouraged to seek advice from your own tax or legal counsel. The content is derived from sources believed to be accurate. Neither the information presented nor any opinion 
expressed constitutes a solicitation for the purchase of a security. De La Torre & Young Insurance Services, Inc. assumes no responsibility for the statements made in this publication 
including, but not limited to typographical errors or omissions, or statements regarding legal, tax, securities. and �nancial matters. Ouali�ed legal, tax, securities, and �nancial 
advisors should always be consulted before acting on any information concerning these �elds. 

James A. De La Torre, CRPC
  In total he has over 28 years counseling federal employees on �nancial matters and   
  intricacies of their federal bene�ts and retirement systems. Jim has conducted federal   
  bene�t and �nancial planning seminars in all 50 states and is an active presenter at   
  federal conferences and professional associations in the area of �nancial/retirement   
  planning and federal bene�ts. Jim has appeared on the radio show “Fed Talk” and is an   
  active participant in the federal employee blog “Federal Soup”. Jim is the president of his  
  own �rm, FedAdvantage. He holds a Charter Retirement Planning Counselor (CRPC)   
  designation from the College for Financial Planning, and is a member of the Financial   
  Planning Association (FPA).
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Welcome

Workshop Objectives 

• Introduce
• Educate
• Illustrate

Our Commitment 
Our organization is committed to helping federal employees evaluate their employer sponsored 
bene�ts along with the personal �nancial situations and giving them the tools to help them make 
informed decisions. As part of that commitment, we use workbooks like this one to provide individuals 
with sound information. This will help you identify your goals and make wise decisions to improve your 
overall �nancial situation. 

Our commitment doesn't end here today. We stand behind our training and make every e�ort to 
support our past seminar attendees when questions arise. If you ever have questions, feel free to send 
us an e-mail or give us a call and we will respond in a timely manner. 

Our Seminars 
The main purpose of our seminar is to point out, discuss, and explain key topics, from both your 
employer sponsored bene�ts, as well as related �nancial topics. The materials provided, serve only as a 
guideline. The time we spend together, is your time and we want to make sure we are discussing topics 
that are important to you. If you have questions or would like a deeper explanation of a certain topic, 
please do not hesitate to raise your hand. Audience participation is not only welcome, it's encouraged.
 
About Your Workbook 
Your workbook is designed to help you apply what you have learned. It's yours to keep. It reinforces the 
seminar's major points and will be a valuable resource for you. Your materials are broken down into 7 
sections. Throughout each of the sections you'll �nd helpful graphics, exercises, worksheets, and 
self-analysis quizzes. These materials will make your workshop experience interesting, informative, and 
most important, valuable. 

A "Personalized Touch" 
To help our attendees get a better understanding on their employer sponsored bene�ts; we o�er a 
federal bene�ts analysis report. By completing our data collection questionnaire prior to attending the 
seminar, attendees will receive a cost versus bene�ts projection of FERS, CSRS, Social Security, TSP,FEGLI, 
and FEHB. Having this information provides a valuable planning tool to help attendees plan for 
retirement. 
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Taking Control

Financial Challenges Facing Individuals

Today, every individual - single or married, widowed or divorced - needs to plan ahead for 
personal and �nancial security. And more than anything else, this requires that you take 
control of your �nances today. 

Being adequately prepared to meet whatever �nancial challenges come your way may be 
more important than you think, especially when you consider the challenges ahead.

Taking control of your �nances includes a broad range of issues that women and men alike 
must deal with to help ensure a more comfortable �nancial future. There are strategies that 
can help you overcome these challenges and become more empowered to take control of 
your �nances and your �nancial future. 

Six Action Items for Taking Control 

Taking control involves making the following moves to help strengthen your �nancial 
future: 

 1.  Getting Your Financial House in Order
 2.  Preparing for the Unexpected
 3.  Putting Your Money to Work by Investing
 4.  Building a Healthy Nest Egg for Retirement
 5.  Facing Financial Hardship
 6.  Addressing Estate and Legacy Issues
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Getting Your Financial House in Order

Setting Financial Goals 
Before you can set speci�c goals, you need to know where you stand. Your �nancial goals 
could be guideposts to a lifetime of �nancial security. 

E�ective goals are specific and measurable. After all, if you have no way of measuring your 
goal, it will be di�cult to tell if you ever reach it. E�ective goals have a realistic deadline. This 
enables you to determine the pace at which you want to pursue your goals, and it allows your 
�nancial professionals to work with you on establishing a speci�c plan that can help you be 
�nancially prepared. 

Some goals are money oriented. It takes dollars to purchase a home, pay for vacations, 
accumulate money for a child's college education, and generate retirement income. Other 
goals may be task oriented, such as making sure you have designated bene�ciaries for your 
retirement plan assets. 

Getting a grip on income and spending is one of the fundamentals of �nancial management 
that few people actually enjoy. Yet by showing you the big picture, a budget can help you set 
spending guidelines, clarify your priorities, and �nd ways to set aside money in the pursuit of 
your speci�c �nancial goals. 

The $140,000 Latte 
Are there any discretionary items you spend money on that you could eliminate, or reduce the 
purchase of, to free up money for your future? Here's an example of how small discretionary 
expenses can add up over time, and how you could turn it around if you have the discipline to 
save and invest consistently. 

Joan was in the habit of purchasing two lattes per day at $4.00 each, which works out to be 
about $176 per month. If instead she invested that $176 per month in an account earning an 8 
percent annual rate of return, she would be able to accumulate more than $140,000 in 25 
years! 

Prioritizing

One survey 
found that 
workers spend 
more time 
researching 
the type of car 
they want to 
purchase 
or where to go 
on vacation than 
they spend 
researching 
investments in 
their 
employer-
sponsored 
retirement plans.

   
    Source:
            CNNMoney
    August 19,2014

“Whether you are rich or 
poor, it’s nice to have 
money.”

-Jerome Lawrence,
O� Mike, 1944
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Getting Your Financial House in Order

Living Within Your Means and Maintaining Good Credit
Living within your means involves spending less than you earn, saving more, and not 
using money to make yourself feel good. Maintaining good credit includes building a 
credit history, paying bills on time, and checking your credit report to make sure there 
are no inaccuracies.

Credit scores generally range from 300 to 850. The better your credit, the higher your 
score. Good credit is essential to help keep interest rates low - not only on credit cards 
but also on mortgages and automobile loans. Remember that if you maintain joint 
credit accounts with your spouse who has a history of not paying bills on time, your 
own credit rating could be a�ected. 

Building a Liquidity Fund 
This is your "rainy day" money that you set aside for life's little and not-solittle 
emergencies. As a general rule, your cash reserve fund should be large enough to cover 
three to six months of living expenses. Because your reserves should be liquid and safe, 
you might consider these savings vehicles. 

Savings accounts. Usually o�er high safety but a relatively low rate of return. They don't 
require a large initial investment, and the funds in them are readily accessible. For many 
people, their main attraction is convenience and liquidity. 

Certificates of deposit. CDs o�er a moderate �xed rate of return and high safety. They 
usually require a larger initial investment than savings accounts, but you must leave 
your principal for a set term in order to avoid early withdrawal penalties. Traditional 
bank savings accounts and CDs are insured for up to $250,000 per depositor, per 
federally insured institution, by the Federal Deposit Insurance Corporation. 

Money market funds. Money markets invest in a diverse portfolio of shortterm debt 
securities. Their goal is to preserve principal while yielding a modest return; however, 
the value of the funds can �uctuate. 

Money market funds are neither insured nor guaranteed by the FDIC or any other 
government agency. Although a money market fund attempts to maintain a stable $1 share 
price, you can lose money by investing in such a fund. 

Mutual funds are sold by prospectus. Please consider the investment objectives, risks, 
charges, and expenses careful(v before investing. The prospectus, which contains this and 
other information about the investment company, can be obtained from your financial 
professional. Be sure to read the prospectus carefitlly before deciding whether to invest. 

How FICO® Score Is Calculated

What's a 
"Good" Score? 

A score range in the 
mid-700s or better is 
generally considered 
"good," but the best 
rates go to those with a 
score of 760 or more. 
                                       
               Source: 
                             Fair Isaac 
            Corporation, 2016 

Check Your 
Credit Report 

It's wise to check your 
credit report 
periodically for evidence 
of fraud or any 
inaccuracies that could 
a�ect your 
creditworthiness. 
The three major credit 
reporting agencies are 
required by law 
to provide you with a 
free credit report once 
every year. Log on to 
annualcreditreport. com 
or call 877-322-8228. 
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Preparing  for the Unexpected

There are many threats to building wealth. Fortunately, some of them can be 
e�ectively managed with the appropriate insurance coverage. A well-designed 
insurance program can help protect you from the unexpected without burdening you 
with payments for protection you don't really need. 

To be adequately insured, you should consider �ve major areas of protection: medical, 
disability income, property and casualty, liability, and life insurance. In addition, you 
might want to be prepared �nancially for the potential need for long-term care -for 
yourself or for a close family member. 

 •  Do you have enough protection?
 •  Is it the appropriate type?
 •  Should you increase your coverage?

Are You Adequately Insured?

There is a 47% chance   There is a 1 in 96   Seventy percent of 
that a 30-year-old will   chance that you will  people over age 65
experience a long-term   experience a �re in  will need long-term
disability at least once   your home.2   care services during
before age 65. 1        their lifetimes.3

Disability Income Insurance 
Although most people are aware of the necessity for medical coverage, they often 
neglect protecting their incomes in the event of a disability that keeps them from 
working because of an illness or accident. A disability could ruin your e�orts to secure 
a comfortable retirement. Not only would it threaten the remainder of your working 
years, but the expenses related to your disability could jeopardize the assets you've 
already accumulated. 

Odds of experiencing at least one long-term disability before age 654

Sources: 
1-2, 4) 2016 Field Guide, National Underwriter; 
3) U.S. Department of Health and Human Services, 2016 

47%

43%

37%

            Age 30

            Age 40

            Age 50

Health Insurance 
Costs Keep Climbing 

The average healthcare 
cost for a family of four 
has increased by an 
average of 6.4% a year 
since 2010, rising to 
$24,671 in 2015. The 
typical employee's 
share of a workplace 
medical plan
(contributions and 
out-of-pocket costs) 
amounts to about 42% 
of the total.

                                             
    Source:
       2015 Milliman
                       Medical Index

How Much Disability 
Insurance Is 
Enough?

Generally, it's 
recommended that you 
carry enough disability 
income insurance to 
replace 60% to 70% of 
your pre-tax income, or 
the maximum allowed 
by the insurer. If you 
pay the premiums 
yourself using aftertax 
dollars, the bene�ts 
generally are not 
taxable.
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Preparing for the Unexpected

Property and Casualty Insurance 
If you own a home or a car, you probably wouldn't 
think of not carrying homeowners insurance and 
automobile insurance, the primary types of property 
and casualty protection. 

Liability Insurance 
An excess liability or "umbrella" policy supplements the personal liability 
coverage on both your automobile and your home. To qualify, you generally must 
purchase the maximum liability coverage available on your auto and 
homeowners policies. A $1 million umbrella policy will give you additional 
coverage that you may not currently have, such as for negligence claims, libel, 
slander, and defamation, as well as liability for personal injury or property 
damage. 

Life Insurance 
Properly positioned, the bene�t from a life insurance policy can provide a steady 
stream of income for your family or be used to provide liquid capital to help pay 
o� a mortgage and �nance goals such as a college education for your children.
Even if your children are grown and self-supporting, there may still be a need for
life insurance. The bene�t could be used to help pay �nal expenses, estate taxes,
and other obligations or to leave an inheritance for loved ones.

Unfortunately, many Americans are underinsured.

• 30% of consumers don't believe they have enough life insurance
coverage to meet their family's needs1

• Women have about 31 % less life insurance coverage than men have:
$129,800 of individual coverage for the average woman compared with
$187,100 for a man2

Deciding whether to buy term or permanent insurance is a bit like deciding 
whether to buy or rent a home. There are times when either option may be 
appropriate. Term insurance is purchased for a certain period of time; when the 
term expires, you are no longer insured. Permanent life insurance is in force for 
the rest of your life, as long as the premiums continue to be paid. In addition to 
providing a death bene�t, permanent insurance builds cash value, so it generally 
costs more than term insurance. The bene�t of building cash value is that it can be 
accessed during your lifetime, if needed, to help meet your needs. 

The cost and availability of life insurance depend on factors such as age, health, 
and the type and amount of insurance purchased. Before implementing a strategy 
involving life insurance, it would be prudent to make sure you are insurable. 

Sources: I) LIMRA, 2015; 2) Insurance Information Institute, 2015 

Are You Underinsured? 

The average life insurance 
policy death bene�t for 
Americans translates to 
about four years of 
personal income. This 
would not be su�cient for 
most households. 

 Sources: 
American Council of 

Life Insurers, 2015; 
U.S. Bureau of Labor Statistics,

2016 

Access to cash value 
through permanent life 
insurance policy loans or 
partial surrenders could 
reduce the policy's cash 
value and death bene�t, 
increase the chance that 
the policy will lapse, and 
possibly result in a tax 
liability if the policy 
terminates before the 
death of the insured. 
Additional out-of-pocket 
payments may be needed 
if actual dividends or 
investment returns 
decrease, if you withdraw 
policy values, if you take 
out a loan, or if current 
charges increase. There 
may be surrender charges 
at the time of surrender or 
withdrawal, and 
withdrawals are taxable if 
you take out more than 
your basis in the policy. 
Any guarantees are 
contingent on the 
claims-paying ability of the 
issuing company. 
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Preparing for the Unexpected

How Much Life Insurance Do You Need? 

This worksheet will help you estimate how much life insurance would help 
provide your family with adequate income if you or your partner should die. 

Potential Need for Long-Term Care 
People who need long-term care generally have a cognitive impairment or 
physical limitations that require di�erent types and levels of care. Women 
could be a�ected twice by long-term care because they are typically the 
primary caregivers for family members and may eventually become 
long-term-care recipients themselves. 1 In fact, more than 65 percent of 
nursing-home residents and 70 percent of residential living/assisted-living 
residents are women.2 About two-thirds of informal (unpaid) caregivers are 
women.3 Even so, some people continue to have misconceptions about 
long-term care, thinking: 

• It will never happen to me. (Statistics reveal otherwise.)
• My family will care for me. (They could, but it might be a burden.)
• Medicare will pay for it. (It won't.)

Long-term-care costs can be daunting. The national average cost for a 
private room in a nursing home is $91,200.4 That's about $7,600 a month or 
$250 a day! 

Sources: I, 3) Alzheimer's Association, 20 I 6; 2) National Center for Health Statistics, 2013 (most 
current data available); 4) SkilledNursingFacilities.org, 2015 

1. Calculate your dependents' total annual living costs.
(Include all mortgage and loan payments)

2. How much annual income would be available to them? 
A. Spouse's income  $__________ 
B. Investment income  $__________ 
C. Social Security  $__________ 
D. Pension  $__________ 
E. Other income  $__________ 
F. Total income available  $__________ 

3. How much more income would your family need? 
(Subtract the total on line 2F from line 1)

4. What return could they expect if the death benefit
were invested to produce income?*

5. Resul�ng life insurance benefit
(Divide total on line 3 by the rate of return on line 4)

Example 

$100,000 

$40,000 

$60,000 

7% 

$857,143 

You 

$__________ 

$__________ 

$__________ 

__________% 

$__________ 

If you need more money for a child's college educa�on or other needs, you might want addi�onal 
coverage.  

*The example assumes that the family would live off the earnings of the investment, not the principal. This 
hypothe�cal example is used for illustra�ve purposes only. The investment return does not represent the 
performance of any specific investment.

Risk of 
Going Broke?

Two-thirds of single 
people and one-third 
of married couples 
would exhaust their 
funds after just 13 
weeks in a nursing 
home. Within two 
years, 90% would be 
bankrupt. 

Source:
          2014 Field Guide,
   National Underwriter
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Putting Your Money to Work by Investing

Where does the money come from to buy a home? Travel? Pay for your children's 
college tuition? Prepare for a comfortable retirement? All these �nancial goals take 
money, and this money can come from your investments. Putting your money to 
work for you now could result in a stronger �nancial future. 

Investment Spectrum 
Wouldn't it be nice if all your investments could provide high returns combined 
with safety, liquidity, and tax advantages? Unfortunately, these aren't realistic 
expectations. Investments usually o�er a compromise between risk and reward -the 
higher the potential return, the more investment risk you must bear.

The diagram below positions the major asset classes according to their relative 
degree of risk and return.

Higher risk • Higher potential return

Lower risk • Lower potential return

Basic Investment Principles 
Before you select individual investments for your portfolio, you should 
determine the most appropriate balance of asset classes that confonn with your 
risk tolerance, time frame, and investment objectives. 

Asset allocation is the strategy by which you diversify your investments among 
di�erent asset classes. This process can help you balance investments that have 
higher levels of safety with those that have a higher potential for growth. 

Diversification involves investing among and within di�erent asset classes 
in an attempt to limit exposure to losses in any one sector of the market. Asset 
allocation and diversi�cation are methods used to help manage investment risk; 
they do not guarantee a pro�t or protect against investment loss. 

Cash 
alternatives

Fixed 
interest

Bonds Stocks

Single Investment Diversi�ed

$500,000
$100,000

$100,000
$100,000

$100,000
$100,000

What Determines 
Portfolio 
Performance? 

It might surprise you 
to learn that 91.5% of a 
portfolio's overall 
return depends on 
the careful selection of 
asset classes. 

Source: Brinson, 
             Singer, and Beebower, 
     "Determinants of Portfolio          

Performance II: An 
    Update," Financial Analysts  
          Journal, May-June 1991 

Understanding 
Capital Gains 
and Dividends 

Capital gains are 
the pro�t you can 
make when you sell 
capital assets (such 
as stocks) that have 
appreciated. 
Dividends may be 
paid to shareholders 
of pro�table 
companies. The 
amount �uctuates 
with earnings and is 
not guaranteed. 
Long-term capital gains 
and quali�ed dividends 
are taxed at 20% for 
investors in the 39.6% 
federal income tax 
bracket or at 15% 
for investors in the 
25%, 28%, 33%, and 
35% federal income 
tax brackets. Lower
bracket investors (10% 
and 15% brackets) pay 
zero taxes on long
term capital gains and 
quali�ed dividends. 
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Putting Your Money to Work by Investing

Sample Asset Allocation Models

To �nd out how your assets are allocated, make a list of the investments you own, identify 
the appropriate asset classes, and assign each a percentage based on its contribution to 
your total portfolio. The total should add up to 100. Here are three sample allocations for 
investors with di�erent tolerances for risk.

These hypothetical portfolios are shown for illustrative purposes only. They are examples, not recommendations. 
Investments o�ering the potential for higher rates of return also involve a higher degree of risk of principal. 

Market Volatility 
The graph below shows the volatility and historical performance of various 
types of investments from 1991 through 2015. Notice how the investment classes that 
have performed the best have also �uctuated the most widely from year to year. It's a 
powerful reminder of why it is important to keep your risk tolerance and time frame in 
mind when developing your asset allocation model. 

Historical Investment Performance: 1991-2015
40%
30%
20%
10%
   0%

-10%
-20%
-30%
-40%

         1991     1995     1999     2003     2007      2011     2015

Source: Thomson Reuters, 2016, for the period 1/1/1991 to 12/31/2015. Stocks a.re represented by the S&P 500 
composite total return. The S&P 500 is an unmanaged index that is generally considered representative of the U.S. stock 
market. Corporate bonds are represented by the Citigroup Corporate Bond Composite Index, which is generally 
considered representative oftbe U.S. corporate bond market. Treasury bills are represented by the Citigroup Three-Month 
Treasury Bill [ndex. T-bills are backed by the full faith and credit of the U.S. government as to the timely payment of 
principal and interest. The returns shown do not re�ect taxes, fees, brokerage commissions. or other expenses typically 
associated with investing. The performance of an unmanaged index is not indicatiYe of the performance of any particular 
investment. Individuals cannot invest directly in an index. Past perforn1ance is no guarantee of future results. Actual 
results will vary. 

Tax-Advantaged 
Investments 

There are two broad 
categories of 
tax-advantaged 
investments. They are
designed to help you 
reduce, defer, or avoid 
the amount you pay in 
taxes. 

     Tax exempt 
• Municipal bonds

• Tax-exempt money
market funds 

• Roth IRA

   Tax deferred
 • Traditional IRA

• Employer sponsored
retirement plans 

• Annuities

Stocks
9.82% average 
annual return

Corporate bonds
7/02% average 
annual return

T-bills
2.84% average 
annual return
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Putting Your Work to Work by Investing

Advantages of Tax Deferral 
Deferring current taxes can help you save money for retirement. When you 
make pre-tax contributions to an employer-sponsored retirement plan or 
contribute to a deductible IRA, you pay no current taxes on the contributions 
or any earnings until you take distributions. Tax-deferred investments may 
allow your savings to accumulate faster over time because you have your full 
contribution working for you.

This hypothetical example is used for comparison purposes only and does not represent any speci�c 
investments. Investment fees and expenses are not re�ected in the example and would reduce the 
perfom1ance shown if they were included. Distributions from tax-deferred plans are taxed as ordinary 
income and may be subject to an a 10% federal income tax penalty if withdrawn prior to age 59½. Rates 
of return will vary over time, especially for long-tenn investments. Actual results will vary. Lower 
maximum tax rates for capital gains and dividends, as well as the tax treatment of investment losses, 
could make the investment return for the taxable investment more favorable, thereby reducing the 
di�erence in performance between the two accounts shown. Your time frame and income tax bracket, 
both current and anticipated, should be considered when making investment decisions. 

Paying for College 
One of your �nancial goals may be to pay for a college education -for yourself, 
your children, or your grandchildren. Average tuition costs at four-year public 
universities have climbed 13 percent over the past �ve years! 1 
Meanwhile, student debt has tripled in two decades. The average student 
loan debt at graduation was about $35,000 in 2016.2 
A college education is expensive! Here are national average costs for the 
2015-2016 academic year:3 

• Private 4-year college:    $43,921 (tuition, fees, room, and board)
• Public 4-year college:      $19,548 (tuition, fees, room, and board)
• Community college:        $3,435 (tuition and fees only)

These costs are for one year. Any way you look at it, funding a college 
education will require a tremendous amount of money. 

Sources: 1, 3) College Board, 2015; 2) Money, January 11, 2016 

Pay Yourself First 

Putting your saving and 
investing plan on auto-pilot 
could help you pursue your 
goals more successfully and 
with less hassle. Consider 
directing some of your 
paycheck into savings and 
investments before the money 
ever touches your hands and 
before some of it goes to Uncle 
Sam. 
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Building a Healthy Nest Egg for Retirement

Retirement Considerations 
People are living longer, so retirement could take up a substantial portion of your life. 
Moreover, because some individuals stay home to care for children or aging parents, 
they often spend fewer years in the workforce and may accumulate less money to 
stretch over a longer number of retirement years. The nest egg you will need to live 
comfortably throughout retirement depends on a number of factors speci�c to your 
personal situation. 

Retirement age. The earlier you retire, the more �nancial resources you may need. If you 
work, consider the possibility that you might be unable to continue working at some 
point because of poor health, the need to care for a family member, or changes at your 
company, such as downsizing and workplace closure. 

Lifestyle. The kind of lifestyle you envision will also have an impact on your savings 
needs. If you plan to travel extensively or purchase a vacation home, you may need 
more money than someone who plans to live more frugally in retirement. Many experts 
suggest that you will need at least 70 to 80 percent of your preretirement income to live 
comfortably in retirement - perhaps even more. 

Length of retirement. With recent advances in technology and medicine, 
life expectancies are stretching considerably. A healthy 65-year-old might expect to 
spend 20 years or longer in retirement. 

Chance of living to age 85 Chance of living to 90

                Man

Chance of living to age 85  Chance of living to 90

          Woman

Source: Society of Actuaries, 2015

Inflation. In�ation is the rise in consumer prices over time, which results in the loss of 
purchasing power. If in�ation averaged 2.61 percent a year, by 2045 it would take about 
$2.17 to buy what $1 will get you today. 1 
Health care. Sixty-�ve-year-olds who retired in 2015 might need the following amounts 
to cover their health expenses in retirement (assumes median drug expenses and that 
Medicare bene�ts remain at current levels).2 

      Man         $124,000

 Woman  $140,000

Married Couple           $259,000

Sources: 
1) Thomson Reuters.2016 (in�ation, measured by CPI, averaged 2.61 % a year from 1986 to 2015); 
2) Employee Bene�t Research Institute, 2015 

Planning for Medical 
Costs in Retirement 

According to an 
estimate from a leading 
medical research firm, 
health-care costs 
for a couple retiring 
today could consume 
about 6 7% of their 
lifetime Social Security 
benefits. In 10 years, the 
projected figure could 
reach 90%.

Source:
Bene�tsPro.com, 
March 25, 2015

37% 17%

50% 28%
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Building a Healthy Nest Egg for Retirement

What Can You Expect from Social Security? 
You are entitled to receive bene�ts if you have worked and accumulated a minimum 
of 40 work credits (which equals about 10 years of work), if your spouse is an eligible 
worker, or if you were married for at least 10 years to an eligible worker. If you claim 
Social Security at age 62, your bene�t will be reduced to about 75 to 80 percent of 
your "full retirement" bene�t. Full retirement ranges from 66 to 67, depending on 
birth year. By delaying bene�ts until age 70, you could receive up to 132 percent of 
your full bene�t. 

The new deemed �ling rule a�ects individuals born on or after January 2, 1954: If you 
are eligible for a spousal bene�t and a retired worker bene�t, when you �le for either 
bene�t you are "deemed" to be �ling for both and will receive a combination of the 
two that equals the higher amount. (This rule also affects divorced spouses; however, 
survivor benefits are not affected.) 

Personal Savings and Investments 
Your personal savings and investments might become the source of most of 
your retirement income. You might invest in taxable and tax-deferred vehicles, 
including stocks, bonds, and mutual funds. Mutual funds are sold by prospectus. Please 
consider the investment objectives, risks, charges, and expenses carefully before 
investing. The prospectus, which contains this and other information about the 
investment company, can be obtainedfrom your financial professional. Be sure to read 
the prospectus carefully before deciding whether to invest. 

Tax-Deferred Plans 
Defined-contribution plans like the 401(k) require workers to build their own retire-
ment savings. Future bene�ts are based on investment performance and the amount 
contributed to the plan. A sound strategy is to work toward maximizing your annual 
contributions and to take advantage of the employer match, if one is o�ered. Pre-tax 
contributions could reduce your current taxable income. 

If you have earned income, consider contributing to an IRA. (If your spouse 
has earned income but you don't, consider a spousal IRA.) IRAs and 
employer-sponsored retirement plans are subject to annual contribution limits. 
Distributions from tax-deferred plans are taxed as ordinary income and may be 
subject to a 10 percent federal income tax penalty if taken prior to age 59½. 
Tax-deferred plans are subject to annual required minimum distributions that must 
begin for the year in which you reach age 70½. 

You can access 
your Social Security 
Statement online 
by creating your own 
personal account on 
the Social Security 
website: 
ssa.gov/myaccount 

Investing in. 
Mutual Funds 
IRAs and most 
employer-sponsored 
retirement plans o�er a 
variety of mutual 
funds that generally 
range from low risk to 
high risk. 

Just as there are 
di�erent types of 
stocks, there are 
di�erent types 
of mutual funds, 
including: 

• Money market
• Income oriented
• Growth oriented
• Target date

(lifecycle)
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Building a Healthy Nest Egg for Retirement

Example You 

1. Expected re�rement age

2. Es�mated length of re�rement (years)

3. Current annual income

4. Percentage of income desired in re�rement

5. Annual income desired in current dollars
(line 3 times line 4)

6. Expected annual Social Security income in current dollars

7. Expected annual pension plan income in current dollars

8. Income needed from savings and investments
in current dollars (line 5 minus lines 6 and 7)

9. Income needed from savings and investments in
future dollars (line 8 times Factor A)

10. Amount you must save by re�rement, in future dollars
(line 9 times Factor B)

11. Amount you have saved already

12. What your savings might grow to by the �me you re�re
(line 11 times Factor C)

13. Amount you s�ll need to save by the �me you re�re
(line 10 minus line 12)

14. Amount you need to save each year
(line 13 times Factor D)

67 

25 

$75,000 

80% 

$60,000 

$16,000 

$10,000 

$34,000 

$90,212 

$1,570,874 

$150,000 

$699,150 

$871,724 

$19,091 

__________ 

__________ 

$_________ 

_________% 

$_________ 

$_________ 

$_________ 

$_________ 

$_________ 

$_________ 

$_________ 

$_________ 

$_________ 

$_________ 

Calculating the Cost of Retirement 

This worksheet will help you estimate how much you might need to fund the 
retirement lifestyle you have envisioned. Use the factors on the facing page to 
complete the calculation. Remember that the costs of food, travel, entertainment, and 
health care don't go down upon retirement. In fact, they may go up, although you 
might be able to reduce some other expenses in retirement. 

Roughly calculating the cost of retirement is only a beginning. We recommend a more thorough cash-flow 
analysis considering all sources of income and expenses. 
The hypothetical example shown assumes a 47-year-old who plans to retire at 67 and spend 25 years in 
retirement. It is used for illustrative purposes only and does not represent any speci�c investment. Even though 
this example uses a hypothetical 8% rate of return, remember that rates of return will vary over time,
particularly for long-term investments. Actual results will vary. 

Delaying 
Retirement

Between 1994 and 
2014, labor-force 
participation rates for 
women aged 65 and 
older increased from 
9% to 15%.

Source: 
U.S. Bureau of Labor 
Statistics, 2015

Women Trail Men 
in Savings

According to one 
survey, 65% of men 
and 53% of women 
have started to save 
for retirement. The 
average savings was 
$121,200 for 
a man compared 
with $78,000 for 
a woman. 
Fewer women than 
men who contribute 
to an employer
sponsored retirement 
plan set aside 
enough to receive the 
full employer match: 
65% of women 
compared with 
80% of men.

Sources:
Financial Advisor,
March 13, 2015; 
National Institute on 
Retirement Security, 2016; 
Money, May 5, 2016
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Building a Healthy Nest Egg for Retirement

Years Un�l 
Re�rement 

Factor 
A 

Factor 
C 

Factor 
D 

Expected Life 
Span A�er 
Re�rement 

Factor 
B 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

1.0500 
1.1025 
1.1576 
1.2155 
1.2763 
1.3401 
1.4071 
1.4775 
1.5513 
1.6289 
1.7103 
1.7959 
1.8857 
1.9799 
2.0789 
2.1829 
2.2920 
2.4066 
2.5270 
2.6533 
2.7860 
2.9253 
3.0715 
3.2251 
3.3864 
3.5557 
3.7335 
3.9201 
4.1161 
4.3219 

1.0800 
1.1664 
1.2597 
1.3605 
1.4693 
1.5869 
1.7138 
1.8509 
1.9990 
2.1589 
2.3316 
2.5182 
2.7196 
2.9372 
3.1722 
3.4259 
3.7000 
3.9960 
4.3157 
4.6610 
5.0338 
5.4365 
5.8715 
6.3412 
6.8485 
7.3964 
7.9881 
8.6271 
9.3173 

10.0627 

1.0000 
0.4808 
0.3080 
0.2219 
0.1705 
0.1363 
0.1121 
0.0940 
0.0801 
0.0690 
0.0601 
0.0527 
0.0465 
0.0413 
0.0368 
0.0330 
0.0296 
0.0267 
0.0241 
0.0219 
0.0198 
0.0180 
0.0164 
0.0150 
0.0137 
0.0125 
0.0114 
0.0105 
0.0096 
0.0088 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

0.9709 
1.9135 
2.8286 
3.7171 
4.5797 
5.4172 
6.2303 
7.0197 
7.7861 
8.5302 
9.2526 
9.9540 

10.6350 
11.2961 
11.9379 
12.5611 
13.1661 
13.7535 
14.3238 
14.8775 
15.4150 
15.9369 
16.4436 
16.9355 
17.4131 
17.8768 
18.3270 
18.7641 
19.1885 
19.6004 

Assumptions:        Factor A:  Factor C:       Factor D:      Factor B:
   5% in�ation rate       8% return     8% discount    3% real rate

           on investment            factor       of return
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Facing Financial Hardships: Divorce

Aside from being the source of emotional upheaval, divorce can provide its share of 
�nancial devastation for women. In many cases a divorce may mean a potential
drop in a woman's standard of living and even �nancial disputes. Every woman
needs to know more about the �nancial consequences of divorce.

Property settlement. To a large degree, state law and the negotiation process will 
determine your property settlement. Spousal support and child support may be 
temporary, so you need to make sound decisions regarding these payments. 

Taxes. Consider taxes in divorce negotiations. For example, taking exemptions for 
dependent children may be important to you. And a nontaxable property 
settlement may be more valuable than spousal support, which is taxable. 

Joint debts. Although state laws vary, any income, property, or debt accumulated 
during marriage is generally divided equally between spouses upon divorce. 

Health and life insurance. Under a provision of COBRA, you may be entitled to 
medical coverage under your ex's health insurance plan for up to 36 months (at your 
own expense). As part of a divorce decree, you might want your former spouse to 
carry life insurance to replace child support or spousal support in the event of your 
ex's death. In this case, you should be the owner and bene�ciary of the policy. 

Retirement benefits. Generally, no one other than an employee has the rights to 
assets in an employer-sponsored retirement plan, but in the case of divorce 
you may be entitled to a share if your spouse participated in a plan during your 
marriage (and vice versa). With most private-sector retirement plans, this is usually 
accomplished by a quali�ed domestic relations order (QDRO) issued by the court. 

Prenuptial agreement. If you have substantial assets, own a business, or have been 
married before, consider a prenuptial agreement before getting married. Remember 
that a prenup alone won't be su�cient for one party to waive bene�ts to a quali�ed 
retirement plan; under ERISA, only a spouse can do so. Before drafting a prenuptial 
agreement, you should consult with a quali�ed attorney. 

Social Security. If you were married for at least 10 years to a fully insured worker 
and are unmarried, you are entitled to Social Security bene�ts based on your ex's 
work record (as long as your mvn worker bene�t isn't higher). If your ex is living, you 
could receive spousal bene�ts starting at age 62. The maximum spousal bene�t if 
claimed at your full retirement age would be 50 percent of your ex 's full bene�t.* If 
your ex is deceased, you can receive survivor bene�ts just like a spouse starting at 
age 60; the maximum bene�t if claimed at your full retirement age would be 100 
percent of your ex 's full bene�t.* If you are caring for the child (under age 16) of 
your deceased former spouse, you may also be entitled to bene�ts, regardless of 
your age or the length of your marriage. 

Expert legal and tax advice is essential for women who undergo a divorce.

*If you claim a spousal bene�t or a survivor bene�t prior to reaching your full retirement age, your
bene�t will be permanently reduced.

The divorce rate 
for baby boomers 
doubled between 
1990 and 2010.

Sources: npr.org; 
Investment News, 
January 12, 2016
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Facing Financial Hardships: Widowhood

Taxes. You may �le a joint tax return and claim an exemption for your spouse 
in the year of your spouse's death. In addition, there is a �ling status called 
"qualifying widow" or "surviving spouse" that allows you to use the joint tax 
return rates if your spouse died in the previous two years (you must have a 
dependent child and you must not have remarried). Please consult with your tax 
professional. 

Health and life insurance. If your spouse was covered as an employee under a 
group plan, you may be eligible for continued medical coverage at your own 
expense for up to 36 months under COBRA. Generally, you must apply for 
coverage within 60 days of your spouse's death. A life insurance death bene�t 
usually passes to bene�ciaries free of income tax. 

Retirement plans. If you are the bene�ciary of your spouse's employer 
sponsored retirement plan - and by law, spouses are generally required to be 
the bene�ciary, unless they signed a waiver form - contact the employer for 
the forms to claim these bene�ts. Before you make any distribution decisions, 
evaluate the methods that may be available to you, as well as the tax 
implications. Depending on your age, you may be able to elect a lump-sum 
distribution, systematic withdrawals, or a lifetime annuity. Consider your 
liquidity needs, current and future income needs, and tax situation. If you are 
the sole bene�ciary of your spouse's IRA, you have several distribution options. 
Rolling the funds to your own IRA enables you to choose your own 
investments, name your own bene�ciaries, and stretch future distributions 
over your own life expectancy.*

Social Security. Widows are eligible for a $255 lump-sum Social Security death 
benefit as well as survivor benefits. If your spouse was fully eligible for Social 
Security, your survivor benefit would be I 00 percent of your spouse's basic 
benefit amount (and any delayed retirement credits, if applicable) when you 
reach full retirement age, or you could receive a permanently reduced survivor 
benefit starting at age 60. ** Surviving disabled spouses and those with young 
children may have additional options, regardless of their age. If you are eligible 
for survivor benefits as well as benefits based on your own work history, you 
could take a reduced survivor benefit as early as age 60 and switch to a benefit 
based on your own work record at your full retirement age ( or later) if it would 
be higher. 

Risk of Poverty 
Widowhood itself can cause a 
37% decline in income for a 
woman (22% for a man). 

Widowed women face a much 
greater risk of living in poverty. 
In fact, 17.3% of widows aged 55 
and older live below the 
poverty line, compared with 
5.2% of married women m the 
same age group. 

Sources: U.S. Government 
Accountability O�ce, 
2012 (most current data 
available); Social Security 
Administration, 2016 

Sale of 
Residence 
A surviving spouse may exclude 
up to $500,000 of pro�t from the 
sale of a principal residence 
(one the couple lived in for at 
least two of the last �ve years) if 
it occurs within two years of the 
spouse's death. 

Full retirement age is 66 for 
people born from 1943 to 1954 
and gradually increases to 67 for 
those born in 1960 or later. 
If you work while receiving Social 
Security bene�ts and are 
younger than full retirement age, 
your bene�t may be reduced if 
your earnmgs exceed speci�c 
annual limits. 
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Addressing Estate and Legacy Issues

 
1.  Do you have a valid and up-to-date will? 
 
2.  In your will, have you appointed a guardian to care for your minor      
      children? 
 
3.  Have you taken any steps to help shield your estate from probate? 
 
4.  Have you considered charitable gi�s to benefit the charitable    
      organiza�ons of your choice and to help reduce your taxable  
      estate? 
 
5.  Do you have a living will that outlines which medical procedures  
      you will allow in the event of a debilita�ng or terminal condi�on? 
 
6.  Have you designated financial and medical powers of a�orney so  
      someone can make financial and medical decisions on your behalf  
      should you become unable to make them yourself? 
 
7.  Are the account beneficiaries you have designated for your life    
      insurance proceeds, re�rement plan assets, IRAs, and annui�es  
      up-to-date? 
 
8.  Have you investigated the poten�al advantages of having a trust to  
      transfer your assets? 
 
9.  Have you es�mated whether federal (or state) estate taxes will be  
      due on your estate? 
 
10.  If your estate is likely to be subject to estate taxes, have you   
       consulted with a financial professional or an a�orney to discuss   
       estate conserva�on strategies? 
 
Scoring  
For every ques�on you answered "yes," give yourself 10 points.  
If you scored above 80 points, your estate conserva�on strategies are 
in excellent shape. A�er implemen�ng effec�ve estate planning 
strategies, you should be able to score 100. 

Yes 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

No 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Self-Analysis Quiz 

Please answer the following questions to determine whether you have adequately prepared for 
your estate conservation needs. 

Once you have well-planned �nancial strategies in place, you have laid a 
foundation for your life and can rest easier that you and your family will be 
prepared for the future. 
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Figuring Out Your Net Cash Flow

Monthly Income 
Wages, salary, �ps $ 
Alimony, child support $ 
Dividends from stocks, mutual funds, etc. $ 
Interest on savings accounts, bonds, CDs, etc. $ 
Social Security Benefits $ 
Pensions $ 
Other income $ 
TOTAL MONTHLY INCOME $ 

 

Monthly Expenses 
Mortgage payment or rent $ Other transporta�on $ 
Vaca�on home mortgage $ Life insurance $ 
Automobile loan(s) $ Homeowners insurance $ 
Personal loans $ Automobile insurance $ 
Charge accounts  

$ 
Medical, dental, disability 
insurance 

 
$ 

Federal income taxes  
$ 

Unreimbursed medical, dental 
expenses 

 
$ 

State income taxes $ Entertainment/dining $ 
FICA (Social Security) $ Recrea�on/travel $ 
Real estate taxes $ Club dues $ 
Other taxes $ Hobbies $ 
U�li�es (electricity, heat, water, 
telephone, etc.) 

 
$ 

Gi�s  
$ 

Household repairs and 
maintenance 

 
$ 

Major home improvements and 
furnishing 

 
$ 

Food $ Professional services $ 
Clothing/laundry $ Charitable contribu�ons $ 
Educa�on expenses $ Other expenses $ 
Child care $  
Automobile expenses (gas, 
repairs, etc.) 

 
$ 

TOTAL MONTHLY EXPENSES $ 

 

Net Cash Flow 
Total monthly income $ 
Total monthly expenses $ 
Discre�onary monthly income 
(Subtract your expenses from your income) 

$ 

 

How much discretionary income do you have available after your monthly obligations are 
met? Can you account for where the money goes? Some people are surprised at the amount 
they should be able to save and invest each month but don't. Analyze your cash �ow for the 
current month. Because income and expenses can vary from month to month, you may wish 
to estimate your cash �ow through all 12 months or take a 12-month average. 

How much of your discretionary monthly income are
you investing or saving each month?     $______________

Discussing your 
�nancial needs 
and goals with a 
professional 
could motivate 
you to save more 
and invest wisely. 

Although there is
no assurance that 
working with a 
financial 
professional will 
improve 
investment 
results, a 
financial 
professional can 
help you focus on 
your overall 
financial 
objectives, 
provide 
education, 
identify 
strategies for 
taking control of 
many financial 
situations, and 
help you 
consider 
opportunities 
that could have a 
substantial effect 
on your long-term 
financial 
situation.
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Contact us about other benefits available through FedAdvantage 

 Education

- Mid-Career financial seminars
- Pre-Retirement financial seminars
- Topic specific financial seminars
- Lunch and Learn sessions

 Services

- CSRS-FERS Federal Employee Benefit Analysis
- Disability Financial Impact Analysis
- FEGLI "Option B" Comparison
- FEHB Comparison Spreadsheet

 Products

- Short-Term Disability
- Long-Term Disability
- Medical Expense Insurance
- Life Insurance
- Dental Insurance
- Vision Insurance
- Long-Term Care Insurance
- Professional Liability

     FedAdvantage Service Team 
     1900 Alameda de las Pulgas. 
     Suite 108 San Mateo, CA 94403 

(866) 973-6605
lnfo@FedAdvantage.com
www.FedAdvantage.com
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