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Projecting a Happy Retirement
A 2015 study found that 41% of households headed by someone aged 55 to 64 had no retirement savings, and only about a third of them had a traditional pension. Among households in this
age group with savings, the median amount was just $104,000.1
Your own savings may be more substantial, but in general Americans struggle to meet their savings goals. Even a healthy savings account may not provide as much income as you would like
over a long retirement.
Despite the challenges, about 56% of current retirees say they are very satisﬁed with retirement,
and 34% say they are moderately satisﬁed. Only 9% are dissatisﬁed.2

Develop a realistic picture

Meet Our CFS* Financial Advisors at BayPort Financial!

How can you transition into a happy retirement even if your savings fall short of your goals?
The answer may lie in developing a realistic picture of what your retirement will look like, based
on your expected resources and expenses. As a starting point, create a simple retirement planning
worksheet. You might add details once you get the basics down on paper.
Continued...Page 2

At BayPort Financial, available through CUSO Financial Services, L.P. (CFS*), we are committed to providing the
ﬁnancial tools you need at every stage of life. Our goal is to help you and your family reach your ﬁnancial goals.
Schedule your complimentary consultation with a CUSO Financial Services, L.P. (CFS*) Financial Advisor. CFS* is
a full-service broker-dealer and SEC Registered Investment Advisor. Our CFS* Representatives will work with you
one-on-one to create a plan that will help you achieve your investment objectives.

Visit bayportcu.org
to learn how
BayPort Financial,
available through CFS*,
can work for you.
Mark McKnight
757-928-8931

Stephanie Bard
757-671-8846

Margaret Taylor
757-595-2147

*Non-deposit investment products and services are offered through CUSO Financial Services, L.P. (“CFS”),
a registered broker-dealer (Member FINRA/SIPC) and SEC Registered Investment Advisor. Products offered
through CFS: are not NCUA/NCUSIF or otherwise federally insured, are not guarantees or obligations of the
credit union, and may involve investment risk including possible loss of principal. Investment Representatives
are registered through CFS. Newport News Shipbuilding Employees’ Credit Union (NNSECU) has contracted
with CFS to make non-deposit investment products and services available to credit union members. BayPort
Credit Union is a DBA name for NNSECU. For speciﬁc tax advice, please consult a qualiﬁed tax professional.
Articles prepared by Broadridge Investor Communications Solutions, Inc®. Copyright 2016.

Happy Retirement ...continued
Estimate income and expenses
You can estimate your monthly Social Security beneﬁt at ssa.gov.
The longer you wait to claim your beneﬁts, from age 62 up to age 70,
the higher your monthly beneﬁt will be. If you expect a pension, estimate that monthly amount as well. Add other sources of income, such
as a part-time job, if that is in your plans. Be realistic. Part-time work
often pays low wages.
It’s more difﬁcult to estimate the amount of income you can expect
from your savings; this may depend on unpredictable market returns
and the length of time you need your savings to last. One simple rule
of thumb is to withdraw 4% of your savings each year. At that rate, the
$104,000 median savings described earlier would generate $4,160 per
year or $347 per month (assuming no market gains or losses). Keep in
mind that some experts believe a 4% withdrawal rate may be too high
to maintain funds over a long retirement. You might use 3% or 3.5%
in your calculations.
Now estimate your monthly expenses. If you’ve paid off your mortgage and other debt, you may be in a stronger position. Don’t forget
to factor in a reserve for medical expenses. One study suggests that a
65-year-old couple who retired in 2015 would need $259,000 over
their lifetimes to cover Medicare premiums and out-of-pocket healthcare expenses, assuming they had only median drug expenses.3

Take strategic steps
Your projected income and expenses should provide a rough picture
of your ﬁnancial situation in retirement. If retirement is approaching
soon, try living for six months or more on your anticipated income to
determine whether it is realistic. If it’s not, or your anticipated expenses exceed your income even without a trial run, you may have to
reduce expenses or work longer, or both.
Even if the numbers look good, it would be wise to keep building
your savings. You might take advantage of catch-up contributions to
IRAs and 401(k) plans, which are available to those who reach age 50
or older by the end of the calendar year. In 2016, the IRA catch-up
amount is $1,000, for a total contribution limit of $6,500. The 401(k)
catch-up amount is $6,000, for a total employee contribution limit of
$24,000.
Preparing for retirement is not easy, but if you enter your new life
phase with eyes wide open, you’re more likely to enjoy a long and
happy retirement.
1. U.S. Government Accountability Ofﬁce, “Retirement Security,” May 2015
2. The Wall Street Journal, “Why Retirees Are Happier Than You May Think,” December 1, 2015
3. Employee Beneﬁt Research Institute, Notes, October 2015

Can I make charitable contributions from my IRA in
2016?
Yes,

if you qualify. The law authorizing qualiﬁed charitable distributions, or QCDs, has recently been made permanent by
the Protecting Americans from Tax Hikes (PATH) Act of 2015.
You simply instruct your IRA trustee to make a distribution directly from your IRA (other than a SEP or SIMPLE) to a qualiﬁed
charity. You must be 70½ or older, and the distribution must be one that would otherwise be taxable to you. You can exclude up
to $100,000 of QCDs from your gross income in 2016. And if you ﬁle a joint return, your spouse (if 70½ or older) can exclude an
additional $100,000 of QCDs. But you can’t also deduct these QCDs as a charitable contribution on your federal income tax returnthat would be double dipping.
QCDs count toward satisfying any required minimum distributions (RMDs) that you would otherwise have to take from your IRA
in 2016, just as if you had received an actual distribution from the plan. However, distributions (including RMDs) that you actually
receive from your IRA and subsequently transfer to a charity cannot qualify as QCDs. However, this would be a bit more cumbersome and possibly more expensive. You’d include the distribution in gross income and then take a corresponding income tax deduction for the charitable contribution. But the additional tax from the distribution may be more than the charitable deduction due
to IRS limits. QCDs avoid all this by providing an exclusion from income for the amount paid directly from your IRA to the charity.
You don’t report the IRA distribution in your gross income, and you don’t take a deduction for the QCD. The exclusion from gross
income for QCDs also provides a tax-effective way for taxpayers who don’t itemize deductions to make charitable contributions.

Can I name a charity as beneficiary of my IRA?
Yes, you can name a charity as beneﬁciary of your IRA, but be sure to understand the advantages and disadvantages.
Generally, a spouse, child, or other individual you designate as beneﬁciary of a traditional IRA must pay federal income tax on any
distribution received from the IRA after your death. By contrast, if you name a charity as beneﬁciary, the charity will not have to pay
any income tax on distributions from the IRA after your death (provided that the charity qualiﬁes as a tax-exempt charitable organization under federal law), a signiﬁcant tax advantage.
After your death, distributions of your assets to a charity generally qualify for an estate tax charitable deduction. In other words, if a
charity is your sole IRA beneﬁciary, the full value of your IRA will be deducted from your taxable estate for purposes of determining
the federal estate tax that may be due. This can also be a signiﬁcant advantage if you expect the value of your taxable estate to be at
or above the federal estate tax exclusion amount ($5,450,000 for 2016).
Of course, there are also nontax implications. If you name a charity as sole beneﬁciary of your IRA, your family members and other
loved ones will obviously not receive any beneﬁt from those IRA assets when you die. If you would like to leave some of your assets
to your loved ones and some assets to charity, consider leaving your taxable retirement funds to charity and other assets to your loved
ones. This may offer the most tax-efﬁcient solution, because the charity will not have to pay any tax on the retirement funds.
If retirement funds are a major portion of your assets, another option to consider is a charitable remainder trust (CRT). A CRT can
be structured to receive the funds free of income tax at your death, and then pay a (taxable) lifetime income to individuals of your
choice. When those individuals die, the remaining trust assets pass to the charity. Finally, another option is to name the charity and
one or more individuals as co-beneﬁciaries. (Note: There are fees and expenses associated with the creation of trusts.)
The legal and tax issues discussed here can be quite complex. Be sure to consult an estate planning attorney for further guidance.
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