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Determining How Much to Save in Your 401(k) Plan

H

ow much should you save in
your 401(k) plan? As much as
you can seems like a pretty good answer. Of course, life isn’t that simple. Saving as much as possible is a
laudable goal, but it doesn’t exactly
qualify as planning. To make sure
you’re on track for retirement, you
should have an idea of how much
you need to set aside to reach your
retirement goal.
Know Your Limits
Before you start coming up with
an annual savings target, it’s important to understand how much
you’re allowed to contribute to a
401(k) plan. In 2015 and 2016, workers younger than 50 can save
$18,000 in a 401(k), 403(b), or similar
plan, while those age 50 or older can
save $24,000 annually, an extra
$6,000 per year.
Those contribution limits apply
to tax-deductible 401(k) contributions. Some plans may allow you to
make after-tax contributions above
and beyond that amount. The total
limit on contributions (a combination of what you save and what
your employer contributes on your
behalf) is $53,000 annually for individuals under 50 and $59,000 annually for those age 50 or older.
Contribution limits often go up
slightly every year (they increased
from $17,500 in 2014 to $18,000 in

2015); so if you’re an aggressive
saver, you’ll also want to adjust accordingly.
At a Minimum, Get Your Match
The first rule of 401(k) plans is
to save enough to get your full employer match. You’ve probably
heard it before, but not contributing
enough to get your employer ’s
matching contributions is like leaving free money on the table. Even if

you’re not impressed with your
company’s 401(k) plan and would
prefer to save in some other way, it
still makes sense to at least get the
match.
But How Much Do I Really Need?
So you know how much the
government will let you save and
that you should be contributing
enough to get your employer match.
Continued on page 2

IRA Myths and Facts

I

RAs are a valuable retirement
planning tool, but misconceptions
can lead people to not take full advantage of them. Below we review
some of the common IRA myths.
Myth #1: You invest in an IRA.
This myth is really a matter of semantics. People often talk about investing in an IRA, but that’s not
quite right. An IRA is a type of account that receives special tax treatment. Once you open the account,
you choose specific investments.
Myth #2: I can’t contribute to
my IRA and 401(k) plan at the same
time. There is no prohibition against
saving money in both your 401(k)
plan and IRA during the same year.
As a general rule, you can contribute up to $18,000 to a 401(k) and
$5,500 to an IRA in 2015 and 2016,
plus catch-up contributions of
$6,000 and $1,000 respectively, if you

are age 50 or over. However, if your
income exceeds certain limits, your
IRA contribution may not be fully
deductible, though you can still
make nondeductible contributions
to your account. Also, if you make
more than $193,000 if married or
$131,000 if single in 2015 ($194,000
and $132,000 respectively in 2016),
you aren’t eligible to make contributions to a Roth IRA.
Myth #3: My 401(k) plan alone
will be enough for retirement.
Saving in a 401(k) plan is an important first step to preparing for retirement (and is especially important if
your employer matches a portion of
your contributions), but it may not
be enough. Even if you max out
your 401(k) savings, that may not
generate the income you need in
retirement. Contributing to an IRA
Continued on page 3
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Determining How Much
Continued from page 1

But how much should you be
setting aside to prepare yourself for
a comfortable retirement? That’s the
ultimate question.
Unfortunately, there’s no magic
number, because every individual
situation is different. People have
different tolerances for risk, market
performance varies over time, and
everyone has their own idea of an
ideal retirement. That’s why it’s best
to talk to a financial advisor who
can help you determine how much
you need. In the meantime, there are
a few rules of thumb that may help
you get a sense of where you stand.
Some experts use a simple formula based on your age and salary
to give people a rough idea of how
much they’ll need to save. Here it is:
• By age 35, your savings should
total at least your annual salary.
• By age 45, your savings should
total at least three times your
annual salary.
• By age 55, your savings should
total at least five times your
annual salary.
• By age 67, your savings should
total at least eight times your
annual salary.
In other words, if you earn
$75,000 a year at age 35, you should
have at least that much saved in
your 401(k) and other retirement
accounts. If your salary hits $125,000
annually by age 67, you’ll need $1
million. But if you’re earning less at
age 67 — say $80,000 a year —
$640,000 might be enough. Also
keep in mind you’ll need to make
sure your spouse is saving enough
for retirement if you’re married.
Another guideline suggests saving a certain percentage of your
salary every year for retirement.
Between 10% and 15% is usually the
recommended number. If you started saving when you were young,
your target savings percentage is
usually lower; but if you procrastinated, you’re more likely to be looking at having to save 15% or even
20% of your pay to get you on track

Should You Consolidate Your Retirement Accounts?

T

he average person born between 1957 and 1964 held 12
jobs between the ages of 18 and
48, according to data from the Bureau of Labor Statistics. Many
younger workers — millennials
and Gen Xers — can expect to have
that many jobs, if not more. With
workers of all ages staying at jobs
for an average of just 4.4 years,
many people are building a collection of retirement accounts.
That can create some challenges. For one, job hoppers may
end up with less in savings as they
lose out on employer-matching
contributions by leaving before
they’re fully vested, cashing out
savings when they leave an
employer, or having to wait to be
eligible to participate in an
employer ’s plan. Another big
challenge is what to do with all
those different accounts.
The Case for Consolidation:
Simplicity
If you have multiple 401(k)
plans, there are a few good reasons
to consolidate. One is that it simplifies recordkeeping. When you
can restrict yourself to just one or
two retirement accounts, you’ll receive fewer account statements
and have less paperwork to file.
You’ll easily be able to tell how
much you have saved, since you’ll
only need to look at the balances
for one or two accounts. Finally,
when it comes time to take required minimum distributions in
retirement, you can easily determine how much you need to take,
rather than having to total up the
balances in half a dozen accounts
or more.
The Case for Consolidation:
Better Planning
By having just one or two ac-

to a comfortable retirement. The
good news is your employer match
counts in that number, so if your
goal is to save 10% and your employer match is 5%, you only need
to save an additional 5% of your pay
to reach that total.

counts, you will be better able to
ensure your assets are invested in
an appropriate way and determine
that you’re on track to reach your
retirement goals.
If your money is in a previous
employer’s 401(k) plan, you don’t
have much of a choice about who
the account custodian is, the investments you can choose, or how
much you pay in fees. That’s a
problem, since not all 401(k) plans
are created equal. Some have alarmingly high fees, or some may not
have the range of investment choices you want.
Even if you’re happy with the
investment choices and fees in an
old 401(k) plan, keeping those assets separate from your other retirement savings could cause problems.
You might inadvertently end up
with a riskier portfolio than you
would like because of the way
you’re invested. Once you reach retirement, you’ll be better able to
track your total wealth and stick to
sustainable withdrawals if all your
money is in one place.
I Can’t Find My Money
The money you contributed to a
401(k) plan is still yours, even if
you’ve forgotten about it. But what
if you no longer have paperwork
relating to the account or you’re not
sure if you even have an account
with a previous employer? In that
case, ferreting out your lost savings
can be a bit more challenging.
One possible option is to reach
out to your former employer and
try to find out what happened to
your retirement benefits. You can
also contact the National Registry of
Unclaimed Retirement Benefits.
Please call if you’d like to discuss this in more detail. zxxx
Again, these retirement savings
rules are only guidelines. To really
find out how much you need to save
in your 401(k) plan and other retirement accounts, please feel free to
call and discuss this in more detail.
zxxx
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IRA Myths and Facts
Continued from page 1

on top of your 401(k) plan can create
additional retirement security and
may be especially important if you
have a high income or had a late
start on saving in the first place.
Myth #4: I can’t deduct my IRA
contributions, so it’s not worth contributing at all. As mentioned
above, once you reach a certain income level, you can no longer
deduct your IRA contributions from
your federal income taxes. That may
discourage some people from
contributing at all. But even contributions you can’t deduct can be a
valuable source of retirement savings. Even if you’ve lost your ability
to contribute to a traditional IRA,
you may still be able to contribute to
a Roth IRA. Money placed in a Roth
IRA isn’t deductible in the year you
contribute, but earnings grow tax
free, giving you a tax-free source of
retirement income.
Myth #5: I make too much
money to contribute to a Roth IRA.
As we outlined above, higherincome individuals lose their ability
to make direct contributions to
a Roth IRA. But there’s a way
around those restrictions. It’s called
a backdoor Roth IRA; here’s how it
works. In 2010, the IRS relaxed IRA
conversion rules allowing anyone,
regardless of income, to convert a
traditional IRA to a Roth IRA. You
simply make nondeductible contributions to an IRA and then roll
those contributions into a Roth IRA.
One catch: For tax reasons, this
strategy works best if you don’t already have money in a traditional
IRA.
Myth #6: It doesn’t matter who
you name as a beneficiary for your
IRA. You may think that if you have
a will or other estate planning documents in place, you don’t need to
pay much attention to the names on
your IRA beneficiary forms. That’s a
misconception that can cause serious problems for your heirs. Why?
Because beneficiary designations
override your will. Even if you leave
your entire estate to your wife, if
FR2015-0811-0001

Converting to a Roth IRA

R

oth IRAs are a valuable retirement planning tool, as they
offer a source of tax-free income
after you retire. And since the
federal government relaxed conversion rules in 2010, even highincome earners have been able
convert to Roth IRAs. But despite
some advantages, Roth IRA conversions aren’t right for everyone.
What Is a Roth IRA Conversion?
In simplest terms, a Roth conversion involves changing the tax
treatment of your retirement savings. Generally, contributions to a
traditional IRA are tax deductible
in the year you make them (contributions may be allowed but not
deductible if your income exceeds
certain limits). The money you contribute grows over time; and when
you start making withdrawals in
retirement, you pay taxes on the
money you take out.
Contributions to Roth IRAs, on
the other hand, aren’t tax deductible in the year they are made.
But earnings grow tax free; and
when you withdraw the money,
you don’t pay any federal income
taxes. A Roth IRA conversion
involves taking funds from a traditional IRA, paying tax on any
previously untaxed funds, and then
putting the funds in a Roth IRA so
that you can have tax-free income
in retirement.
Roth IRA Conversion Pros
For anyone who suspects they
may be in a higher tax bracket in retirement, converting to a Roth IRA
may be appealing. Roth IRA conversions may also be a smart move
if the value of your IRA has recently dropped because you’ll pay less
tax on the conversion, or if you
have other deductions or credits
you can claim to help offset the tax
on the converted amount. If you’re
young and in a relatively low tax

your children from a previous marriage are listed as your IRA beneficiaries, they’ll receive those assets.
That’s why it’s important to regularly review your beneficiary designa-

bracket, Roth IRAs are also advantageous since you won’t get much
of a tax break from current
deductible contributions and your
taxes are likely to be higher in the
future.
People who have significant
assets may also use Roth IRA conversions as an estate-planning tool.
If your other assets will be sufficient for your retirement income
needs and you don’t anticipate a
need to make withdrawals from
your Roth IRA during your lifetime, you may want to use it as
a way to leave tax-free income to
your heirs. Since there are no required minimum distributions
from a Roth IRA, the money can
grow undisturbed during your lifetime, plus the distributions to your
heirs should be free of income tax.
Roth IRA Conversion Cons
When is it not a good idea to
convert to a Roth IRA? If the steep
tax bill required for converting
makes you squirm, a Roth IRA
conversion may not be for you.
After all, if you’re in the 28% tax
bracket and convert a $100,000
IRA, you’ll owe $28,000 in taxes.
Most experts also recommend
using cash to pay the tax on
conversion to avoid depleting your
retirement savings. Paying the
taxes with cash is especially critical
if you are under age 59½, since
using money from your IRA to pay
the tax will result in a 10% penalty
on the amount that’s not rolled
over into the Roth IRA. Likewise,
if you plan on spending the Roth
funds early on in retirement (within five years of the conversion),
you may not have enough time
for earnings in the Roth IRA to
make up for taxes paid on the
conversion.
Please call if you’d like to discuss this in more detail. zxxx
tions and make sure they’re in line
with your overall estate plan.
Please call if you’d like to discuss this in more detail. zxxx
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News and Announcements
From the Thurman Household
My son, Levi, is doing well and about to finish
up his first semester in college. He is going to Oklahoma City Community College (OCCC), or as the
kids call it, O-Trip. We’re expecting good grades;
As and Bs. He has learned that group projects are
sometimes a little challenging. (I can remember
those group projects. I really didn’t like them).
He is taking on clients as a Certified Fitness
Trainer, working at the YMCA, and taking college
classes. I’m sure proud of him. Life is good.
2016 will be my 30th year in the financial planning industry. It seems like yesterday that I was
working at IDS/American Express at 63rd and
Broadway. My “office” was about 8’ x 10’, if that.
As my dad would say, “It don’t take long to live a
lifetime.”
Wishing all of you a Merry Christmas from the
Thurman Household.

Randy Thurman, CFP®, CPA/PFS
From the Rudy Household
I am always amazed at the way technology is
integrated into my life and the lives of those around
me. I have always been interested in computers
and gadgets. Because of that, my daughters have
access to my “old” technology. I mentioned to a
family friend that our girls were very active on
computers and his reply was, “What do they even
do besides play games?”
Our children certainly know how to use technology for fun, but they’ve had access to computers
their whole lives and they use them as a tool, like
others use a pencil. Our oldest used design tools in
Word to make a graphic organizer of characters
from a TV show. Our youngest uses fancy colors
and fonts to create birthday cards for friends, even
adding clip art where needed. Our middle daughter even made a slideshow to share her Christmas
wishes!
Not only do my daughters use technology for
personal reasons, school is rapidly becoming
increasingly hi-tech. Much of the homework, even

in elementary school, is web-based and submitted
online. Teachers will e-mail links to videos explaining steps to a math problem. As parents, we are
able to log-in and check their grades in real time.
While they mix in fun and games on the computer, I truly feel our daughters make great use of
technology!
Happy Holidays!

Chad Rudy, CFP®
From the Bolander Household
“Christmas, my child, is love in action. Every time
we love, every time we give, it's Christmas.”
~ Dale Evans
We have great charities in the OKC area that
help people not just at Christmas, but year ’round.
A few times each year, we close the office and lend
a hand somewhere. Years ago about this time, we
helped senior citizens with their “shopping” at the
Christmas Connection, a local organization dedicated to serving low-income families. It was a joy to
share in their excitement while selecting gifts
for family or friends. Last year, we worked with
children, some with special needs and some without, at a unique school called Special Care. What a
fun experience!
More recently, we headed to the Regional Food
Bank of Oklahoma, where four chin-high gunny
sacks of potatoes awaited us. Our assignment was
to fill smaller sacks with about three pounds each to
be distributed to families in need. Another group
of volunteers joined us as we donned disposable
gloves and raced to reach the bottom of the first
sack. However, our sense of accomplishment
was dashed as the warehouse crew just wheeled
in another giant sack. When our shift was done,
our quarry was nearly five and a half tons, or 8,694
meals. The next couple of days, I was sore all
over; but it felt good to know we had helped local
families.
Wishing you a wonderful Christmas,

Brenda C. Bolander,
CFP®, CPA/PFS

