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How resourceful can you be during your retirement? Determining 
where your retirement money will come from is an integral part of plan-
ning for retirement. Most people draw on three main sources of income: 
Social Security, employer-sponsored plans, and personal retire-
ment savings. Each offers important resources that can help you fund 
the lifestyle you seek in retirement. 

Social Security
Social Security offers a retirement benefit to workers and their 

spouses. You can start receiving benefits as early as age 62 (considered 
early retirement) or wait until you reach the full retirement age of 65  
to 67 (depending upon your year of birth). The benefits you receive  
are based on the income you have earned over the course of your life, 
subject to a maximum amount. You can calculate how much you can 
expect to receive by visiting the Social Security Administration (SSA) 
website at www.ssa.gov. 

Social Security benefits will most likely fall short of meeting all of 
your retirement needs. The maximum benefit for a person who retires in 
2019 at full retirement age is $3,770 per month; the benefit for a non-
working spouse is considerably less. For most people, Social Security 
provides only a base level of income. Therefore, you may require a 
retirement plan that includes additional sources of income. 

Employer-Sponsored Plans
Employer-sponsored plans are a staple of retirement income for 

many individuals. Many employers offer benefit packages that include 
retirement savings options, such as defined benefit plans, 401(k) plans, 
403(b) plans (for nonprofit organizations), and Savings Incentive Match 
Plans for Employees (SIMPLEs). Here’s how the plans work:
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• With a defined benefit plan (also called a tra-
ditional pension), retirement benefits are gen-
erally based on a variety of factors, including 
salary, length of service, and a benefit formula 
that averages the employee’s earnings over a 
prescribed period of years. In some instances, 
you, as an employee, may make additional 
contributions. To receive benefits, you gener-
ally must be employed for a certain number of 
years and reach the normal retirement age, 
typically age 65. When you retire, you may 
have options as to how and when you collect 
your benefits, such as in monthly payments or 
in one lump sum. 

• A 401(k) plan, offered by many private em-
ployers, provides you with the opportunity to 
contribute part of your salary, with restrictions, 
into a retirement account. Your employer may 
match your contributions, up to a predetermined 
percentage and subject to a maximum. For 
example, if your employer matches your con-
tributions by 50%, for every dollar you put into 
the fund, your employer will add $.50. In 2019, 
you can contribute up to $19,000, and those 
age 50 and over can contribute an additional 
$6,000. Your contributions are pretax, and any 
potential earnings are tax deferred, so payment 
of taxes will not commence until you begin tak-
ing distributions. If you withdraw money from 
your 401(k) before age 59½, you will incur a 
10% Federal income tax penalty, except under 
certain qualifying circumstances (such as death 
or disability).

• A 403(b) plan is a 401(k)-type plan designed for 
employees of certain educational and nonprofit 
organizations. Your contributions are pretax, 
and potential earnings grow tax deferred. The 
contribution limit in 2019 is $19,000, with catch-
up contributions of up to $6,000 allowed for 
those age 50 and older. At retirement, you pay 
ordinary income tax on your distributions. 

• The Roth 401(k), which is available through 
sponsoring employers, incorporates elements 
of both traditional 401(k) plans and Roth IRAs, 
a type of personal retirement savings plan. 
Your contributions are made with after-tax dol-
lars, but potential earnings grow tax free and 
distributions are tax free, provided you are at 
least age 59½ and have owned the account for 

five years. You may contribute a maximum of 
$19,000 per year ($25,000 for those age 50 and 
older); that limit includes any contributions to a 
traditional 401(k) account. Matching contribu-
tions made by your employer must be invested 
in the traditional side of the 401(k) account, not 
the Roth. Under the Small Business Jobs Act of 
2010, participants in traditional 401(k) plans are 
now permitted to roll over funds into Roth ac-
counts within their plans, if available. Any eligible 
funds transferred to Roth 401(k) accounts are 
taxed in the year of conversion. Some 403(b) 
plans may also offer a Roth option.

• SIMPLEs are used by small businesses with 
100 or fewer employees. A SIMPLE plan allows 
you to contribute up to $13,000 to a SIMPLE IRA 
or SIMPLE 401(k) in 2019. If you are age 50 or 
older, you may contribute an additional $3,000. 
Employer contributions, which are mandatory, 
can be in the form of either a 2% contribution to 
all eligible participants or a matching contribution 
that is generally 100% of the first 3% of compen-
sation. Your contributions are pretax, and you 
defer payment of taxes until you begin taking 
withdrawals.

Because retirement savings options often differ 
from one employer to another, it is important for you 
to understand the specifics of your company’s benefit 
package. Contact your employer’s benefit coordinator 
for more information. 

Personal Retirement Savings
Personal retirement savings may be the key to 

achieving your financial goals. Common comple-
ments to Social Security and employer-sponsored 
plans include the following: 

• Traditional IRAs allow you to set money aside 
in a tax-deferred account. Depending on your 
income and whether or not you participate in an 
employer-sponsored retirement plan, you may 
be eligible to take an income tax deduction. In 
2019, the maximum contribution for all IRAs 
(traditional, Roth, or both) is $6,000, and those 
age 50 and older can contribute an additional 
$1,000. Even if you don’t qualify for a deduction, 
your contributions have the potential to grow 
tax deferred; you pay taxes on withdrawals and 
avoid tax penalties if you are at least age 59½.

continued on page three
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The ABC’s of Estate Planning
Many people share the common misconception 

that estate planning is something only very afflu-
ent individuals should do before they die. However, 
estate planning is important, even for those individu-
als of modest means. Planning for the disposition of 
one’s assets upon death can offer significant bene-
fits to all parties involved.

The greatest benefit may lie in knowing that 
your wishes will be respected. Naming your heirs—
and relieving them of unnecessary costs and stress 
by carefully designating which assets they will 
receive—is preferable to having a court make such 
decisions for you.

The estate planning process not only includes 
designating your heirs, but it may also include es-
tablishing vehicles—such as trusts—to help protect 
your assets. This will help ensure your assets go to 
the people you care about, and can help minimize 
taxes. In the event of mental or physical incapac-
ity, an estate plan can designate people to help 
care for you and your property through a durable 
power of attorney and a health care proxy. You may 
also want to include a living will among your estate 
planning documents, so your health care providers 
know your wishes regarding the possible use of life-
sustaining measures in dire situations.

Put It in Writing
A will is the basis of any estate plan, whether 

it is simple or complicated. In drawing up your will, 
consider using the services of a qualified attorney. 
Although you may think you can do it yourself, an 
estate planning professional has the experience 
to ask questions you may not have considered. 
For instance, would your elderly parents be able to 
manage an inheritance if they were to survive you? 
Would you want your children’s spouses included in 

your estate? If your estate were affected by a divorce 
or the death of a child, how would you want those 
situations to affect the distribution of your assets?

Name Names
The first name to settle on is that of your execu-

tor. Next will be the beneficiary(ies) of your insurance 
policies. Beneficiaries, and contingent beneficiaries, 
of assets in retirement accounts, such as pensions, 
401(k) plans, and Individual Retirement Accounts 
(IRAs), are kept on record with the retirement plan 
administrator, and these nominations take prece-
dence over your will. Retirement assets pass directly 
to the beneficiaries, bypassing probate court. If the 
estate of the deceased is named as the beneficiary 
of an insurance policy, the policy’s proceeds are 
included in the probate estate.

What about Estate Taxes?
Assets transferred to a spouse will not be sub-

ject to estate taxes, regardless of value. However, 
transfers to other beneficiaries, such as children, 
may be subject to estate tax if they are in excess  
of the applicable exclusion amount ($11.4 million  
in 2019).

Certain advanced planning tools can be used to 
fund the payment of estate taxes, such as life insur-
ance and trusts. For high value estates, a gifting 
program is often used to reduce the value of the es-
tate, thereby minimizing taxes. For specific guidance, 
consult your qualified tax and legal professionals.

Regardless of your net worth, there are a num-
ber of reasons why you should consider an estate 
plan. Take steps now to help ensure your wishes will 
be followed and that provisions will be made for your 
dependents and loved ones.

• Roth IRAs permit earnings to grow tax free 
and distributions to be taken tax free, provided 
you have owned the account for five years and 
are at least age 59½. However, your initial con-
tributions are not tax deductible. The contribu-
tion limits are the same as with traditional IRAs, 
including the guidelines for “catch-up” contribu-
tions, in the aggregate. In 2019, only taxpayers 
whose adjusted gross income (AGI) falls below 

certain levels ($122,000 a year for single filers, 
and $193,000 for joint filers) are eligible to con-
tribute after-tax dollars to a Roth IRA.

With a sound assessment of your income 
resources, you can begin to plan for the retirement 
you want. The choices you make today can influence 
your future financial independence. Starting now puts 
time on your side. 
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Disability Insurance: Some Features Say It All
Prospective insurance buyers may often get 

confused about disability income insurance 
because the features and benefits can vary widely 
from one policy to another. Essentially, there are 
a few key elements that could make a difference 
when you choose a policy. If you are in the mar-
ket for disability income insurance, here are some 
points you may want to consider:

Definition of “Total Disability.” Does the 
policy define total disability as a condition during 
which you cannot perform the duties of your own 
occupation or any occupation? A policy that refers 
to your own occupation generally pays benefits if a 
sickness or injury prevents you from working in your 
occupation, even if you could work in a different job. 
A policy that refers to any occupation typically pays 
benefits only if you are unable to perform any job: 
your own job, a lower-paying job, or a job in a new 
occupation.

Duration of Benefits. Even if you have to 
choose a smaller benefit amount to keep the pre-
miums affordable, look for coverage that protects 
you until age 65. Note that there are policies avail-
able that offer benefits only for a limited period 
(such as a maximum of two or five years), and the 
nature of your occupation may affect the duration 
of coverage.

Amount of Coverage. Policies usually set a 
limit on the percentage of income you can insure—
usually 50% to 70% of your total gross earnings. If 
you have an employer-provided plan that offers only 
limited group coverage, you may want to supple-
ment this coverage with individual disability income 
insurance.

Elimination Period. The waiting or “elimina-
tion” period is the amount of time you must be 
disabled before disability benefits begin to be paid. 
While a shorter waiting period requires a higher 
premium, a longer waiting period may mean you 
will have to rely on your savings until benefits begin. 
Keep in mind that the waiting period is determined 

when a policy is issued, not when you sustain  
the disability.

Taxation of Benefits. Benefits may be tax free 
if you pay the premiums using after-tax dollars. If 
you receive benefits under an employer-provided 
plan, they may be taxable if the premiums are paid 
with pre-tax dollars. Consult your tax professional for 
specific guidance on this matter.

Partial or “Residual” Coverage. After a seri-
ous disability, many people are able to return to work 
only on a part-time basis. Partial or “residual” benefits 
allow you to receive partial disability benefits, as 
well as your part-time income, until you fully recover. 
Without this feature, your benefits may stop as soon 
as you return to work, even if only part time.

Portable Coverage. Policies that allow you to 
carry your coverage from one job to another have an 
obvious advantage. Examples include coverage from 
a professional association providing portable cover-
age that is not tied to your place of employment, as 
well as any individual disability income policy that you 
might purchase independently.

It is important to determine the amount of cov-
erage needed that best suits your situation before 
shopping for a policy. Review your insurance cover-
age and needs on a regular basis with a qualified 
professional to make sure that you are adequately 
protected. 

Securities, investment advisory and financial planning services are offered through qualified registered representatives of  
MML Investors Services, LLC. , member SIPC 200 Clarendon Street, 19th & 25th Floors. Boston, MA 02116. 617-585-4500.


