


Retirement! Most Americans get excited about the 
day they no longer have to go to work to earn an 
income. No more bosses, no more meetings to attend, 
no more schedules to keep, no more stress that even 
the best of jobs can create. Retirement can be the 
beginning of an entirely new lifestyle.  

Before reaching this milestone, it is important to 
create a plan that will allow you to enjoy this new 
stage in your life. Appropriately planning on how 
you’ll spend your time and money will help you have 
a favorable chance of enjoying a happy retirement. 
 

Thinking about retirement can be fun, but as we age 
it is vital to consider how we want our retirement 
years to progress.  What will you do in retirement?  
Will you fulfill bucket list items, go on trips or spend 
time with family members? It can become very 
challenging when determining how those plans will 
coordinate with your income streams, recurring 
expenses, and unexpected circumstances. 
 
Properly using saved retirement funds is critical 
during this time period.  Some major factors when 
planning for retirement and withdrawal rates are your: 

1. Life expectancy 
2. Healthcare costs 
3. Lifestyle expectations  

 

A miscalculation in withdrawal rates can be very 
costly and could leave you empty-handed during 
your later years. 
 

For decades, financial planners and retirees have 
attempted to simplify how to calculate the amount of 
income a retired couple or individual can 
“comfortably” count on to pay their bills and maintain 
an expected retirement income projection.  The old 
4% rule was used to simplify this process and help 
estimate an investor’s portfolio withdrawal rate.  

So, what is the “4% Rule?” 
 

Definition of the “4% Rule” 

According to Investopedia.com, the 4% Rule is, 
“a rule of thumb used to determine how much a 
retiree should withdraw from a retirement account 
each year. This rule seeks to provide a steady income 
stream to the retiree, while also maintaining an 
account balance that keeps income flowing through 
retirement. Experts consider the 4% withdrawal rate 
to be safe, as the withdrawals will consist primarily of 
interest and dividends.” 

 
The 4% rule was the rule of thumb to help make 
retirement withdrawal calculations.  However, it was 
developed in the mid-90s by using data on stock and 
bond returns between 1926 and 1976. Some points to 
note about the 4% rule and its development are: 
 

 During the 90s, bond interest rates were 
considerably higher than present day;  

 

The 4% Rule Principal 
 

 
Retirees should withdraw 4% from their portfolio the first 
year of retirement. Each year after, they should continue 

to draw 4% plus an adjustment for inflation. 
 

Scenario 
 

If you have $1 million in your portfolio: 
 

Year 1: 
($1,000,000 x .04) 

Withdraw $40,000 
 

Year 2: 
Adjust for inflation (example 2% inflation) 

($40,000 x 1.02) 

Withdraw $40,800 
 

 



 it assumed that portfolios all have a relatively 
balanced mix of stocks and bonds (around 
60% stocks/40% bonds); and 

 

 it assumes the need for 30 years in retirement.  
 

 
The big question today is, in a low interest rate 

environment, is this rule still relevant? 
 
Over the past decade, interest rates have been at 
historically low rates. So, would a projection and 
calculations of the 4% rule still stand as strong and 
reliable estimations for your retirement?  

 

Before answering, it is important to remember that 
even at best, the 4% rule is only a rule of thumb—
it’s not a law! Retirement plans are individualized 
and specific to the needs and goals of each retiree. 
When interest rates were higher, the 4% rule might 
have been a good starting point because it tried to 
keep withdrawal rates reasonable.  It also took 
inflation into account as the year’s progress.  Even 
if you use 4% as a starting point, it should not be a 
replacement for creating a specific plan for your 
retirement success.  This is where a qualified 
financial planner can add value. 
 
 

Considerations for             
Retirement Incoming Planning 

You may not want to convert all of your savings 
to fixed income or CDs.   Even when you are at 
retirement age and are starting to take withdrawals 
from your investments, it is still important to consider 
keeping a diversified portfolio. One of the reasons the 
4% rule helped was the assumption that if your 
portfolio could grow by an average of 6% or 7% or 
more—then by withdrawing only 4% you still saw 
modest growth.  Understanding that interest rates are 
currently low on fixed income investments and that 

your rate of return will fluctuate make it essential to 
revisit your portfolio allocations periodically.   
 

Resist the desire to overspend during good 
years.   Market cycles could produce healthier 
returns during a good year. However, it is important 
that you do not view these better years as an 
opportunity to splurge.  It is very easy to think, “I 
don’t want to limit myself to a 4% withdrawal, I can 
afford 10%  during a good year.”  Investors who 
maintain discipline and self-control are more likely to 
achieve a better long-term result. 
 



Stay the course during bad years.  Many 
investors benefit from setting up a “reservoir” for 
funding their withdrawals and bill payments during 
retirement.  Market cycles are susceptible to bad times 
and those might be inopportune times to panic over 
income.  Your plan needs to have a strategy in place 
for downturns.  This is why we discuss risk tolerance 
as well as immediate needs with our clients.  
Investments are not meant to be handled on an 
emotional basis and therefore some advanced 
planning is required. 

 

Cut back whenever possible.   Even if you plan 

for a “comfortable” retirement with a 3% or 4% 
withdrawal rate, whenever possible consider staying 
below that rate.  Even though you are retired and 
should be enjoying your life, maintaining financial 
prudence is still a wise decision.  Savers find that it 
can be useful to be ahead when it comes to planning 
during retirement years. 

Remember to consider taxes.  When 

calculating your retirement withdrawals, you should 
always consider using the least taxing methods 
available to you.  Coordinating the tax ramifications 
of where to take your distributions can prove to be 
valuable.  Remember that when you withdraw money 
from your retirement plans you should first consider 
the tax impact.  For example, money withdrawn from 
many traditional IRAs and company 401k plans can 
be subject to taxes.   

Make the most of income dips.  Of course, a 
tax strategy may call for an accountant or financial 
advisor, but perhaps in the year after you retire, with 
no paycheck coming in, you drop to the 15% bracket 
or you have medical expenses or charitable 
deductions that reduce your taxable income briefly 
before you bump back up to a higher bracket. Tapping 
into pretax accounts in low-tax years may enable you 
to pay less in taxes on future withdrawals.  These are 
strategies we can discuss at your next review meeting. 

Social Security decisions and income. Social 

Security income is something all retirees need to 
consider when crafting their retirement income plans.  
This is an area that can be complex. However, we can 
help you create your strategy.  The Social Security 
program allows you to begin receiving benefits the 
month after you reach age 62, or to wait until your full 
retirement age, or even later. The longer you wait, the 
fewer checks you'll receive. But the checks will be 
bigger if you wait (up to age 70), so a delay will 
produce a greater total benefit if you live long enough. 
The decision about when to start taking your benefits 
is partly a gamble on how long you're going to live 
and partly a matter of economic circumstances and 
personal preferences.  If you have any questions about 
your situation please call us. 

Remember to consider required minimum 
distributions (RMDs). Retirees must start 
making required minimum distributions (RMDs) by 
age 70½. With a large retirement account, that income 
could push you into a higher tax bracket. There is 
even some potential new legislation that would delay 
this requirement to age 72 (The SECURE Act). This 
is another area of consideration that you should 
address in your plan. 

Roth IRA Conversions.  Some investors benefit 

from converting to Roth IRAs during retirement.  This 
conversion can be done on a partial or full basis, but it is 
complicated and needs to be well planned.  It will create 



immediate tax considerations and has its own set of 

complex rules including timelines before you can take 
withdrawals without penalties. Before making any 
Roth IRA conversion decisions, it is important to talk 
to a qualified tax professional to determine the tax 
consequences. A poorly designed conversion plan can 
be very costly. 

 

What is Your Primary Goal? 
When designing your retirement income plan it is 
critical to first define your primary goal and then 
focus your plan around that goal. Your decisions 
should be based on lifestyle habits and financial 
discipline.  It has become very expensive to live! 
Clothing, entertainment and dining choices can add 
up quickly.  Healthcare costs can take a large chunk 
of your retirement income as well. Consider all the 
things you want to do in retirement, all the things that 
must be funded for in retirement and then determine 
how they affect your anticipated withdrawal rate. 
Although retirement should be a time to spend 
relaxing and enjoying life, you still should have a plan 
in place for your retirement income needs. 

 

The primary purpose of retirement income planning is 
to maximize your use of savings and retirement 
accounts. Having the right professional helping you 
along the way can greatly streamline this process 
and help alleviate any pitfalls or challenges that 
may arise. Trying to create and manage your 
retirement income by yourself can be challenging. 
You should always seek out the advice of qualified 
tax and financial professionals who can work with 
you to make sure that your plan is properly 
implemented on your specific terms.  

 



Preparing for Medicare 
Know When to Enroll to Avoid Extra Costs and Penalties 

By Robert Wasky, Medicare Planning Specialist 
  

Age 65 traditionally signifies retirement and the 
beginning of your eligibility to receive Medicare 
benefits.  But the timing and process for enrolling 
will differ based on each individual’s situation.  
Sorting through your options may be time consuming 
and confusing, but worthwhile in the end, as mistakes 
can be costly and last the rest of your life. 
 
There are many facets to understanding Medicare—
benefits, costs, supplemental insurance plans, etc. —
but this article focuses on the timing for enrollment.   
 
Once you understand the Medicare options, it is 
imperative to select the best one based on individual 
circumstances.  We strongly advise that you consult 
a knowledgeable Medicare planning resource for 
help. 
 
Question: What is Medicare and should I sign up 
when I turn 65? 
Part A 
Medicare Part A helps pay inpatient hospital and 
skilled nursing facility expenses and is usually 
premium-free.  If you qualify for premium-free 
coverage, it makes sense to enroll at 65 in most 
circumstances.  Even if you maintain employer 
coverage on your own or through a spouse, Medicare 
Part A will coordinate with current benefits, so there 
is usually no downside for enrollment. 
 
A key exception, to this: If you want to continue 
contributing into an HSA as part of your employer 
plan, you cannot be enrolled in any part of 
Medicare.  However, this HSA restriction only 
applies to the Medicare enrollee—your spouse can 
still contribute the individual maximum of $3,500 (or 
$4,500 if 55 years or older) to his/her HSA through 
an employee plan. 
 
Part B 
Part B helps pay medical costs, such as doctors and 
health providers, and carries a monthly premium 

based on your household income (whether 
employment income, fixed income like pension or 
social security benefits, or IRA distributions) from 
two (2) years prior.  When most people look to enroll 
in a Medicare plan at age 65, Part B is not premium-
free (unless you qualify for Medicaid). Therefore, it 
may make sense to delay enrollment and avoid 
paying the monthly Part B premium under certain 
circumstances, particularly when remaining on 
group insurance.   

 
If you have credible coverage through your employer 
or spouse (and that employer has 20 or more 
employees), you can usually delay enrolling in Part 
B until you leave the group plan.  When you are 
ready to transition to Medicare, there is a Special 
Enrollment option (summarized below) for enrolling 
in Part B without penalty or gap in coverage.   
 
Please be aware that there are several exceptions to 

that statement. If enrolled in Cobra or obtaining 
health coverage in retirement from your former 
employer, you will need both Medicare A and B right 
away. Moreover, many people find Medicare and 
Supplemental insurance a better option to their group 
plan and opt for Medicare when first eligible. 
. 
 
Question: If I am considering delaying Part B, or 
am leaving an employer plan for Medicare and 
supplemental insurance, can you address mistakes 
to avoid so I don’t incur penalties? 
 
Know your Medicare Enrollment Periods! There 
are three ways to enroll in Medicare. 



Initial Enrollment Period (IEP) 
The Initial Enrollment Period is the first opportunity 
for most people.  IEP is a seven-month window that 
begins three months before the month of your 65th 
birthday and continues for three months after. During 
this time that you can enroll in Part A and Part B and 
a Part D drug plan or a Medicare Advantage Plan.  If 
your birthday is on the first of a month, eligibility 
starts the prior month. 
 

 
Special Enrollment Period (SEP) 
The Part B SEP is an eight-month period to enroll in 
Part B after you no longer have coverage from 
current work (employer insurance.)  There is no late 
enrollment penalty if using the Part B SEP option.  
You also have 63 days after employer coverage ends 
to enroll in a Part D prescription plan and avoid gaps 
or penalties.  
 

 
 
General Enrollment Period (GEP) 
You can enroll during the Medicare General 
Enrollment Period (GEP) if you missed your Initial 
or Special Enrollment periods.   You can sign up for 
Medicare A and B between January 1st and March 
31st of each year and coverage starts July 1.  This 
option almost always carries a lifetime late 
enrollment penalty for Part B of 10% of the standard 
Part B premium cost for each full year enrollment is 
delayed. 

A quick reminder—even if you have great 
employer coverage and plan to continue working 
beyond age 65, there must be 20 or more employees 
at your company for Medicare to consider this 
creditable coverage.    
 
Key Takeaways 
Medicare is confusing and made even more so by the 
flood of retirement-themed advertisements and 
marketing materials retirees and pre-retirees receive. 
For anyone approaching Medicare eligibility for 
Medicare, we suggest you be proactive in seeking 
information and then find an independent, objective 
resource to help evaluate your situation and best 
options.   
 
Once on Medicare, the next step is to evaluate the 
many choices for obtaining supplemental coverage 
that coordinate with Medicare.  This important topic 
is a critical component of your retirement planning.   
 
Seek out the right guidance for making informed 
choices and avoiding potential late enrollment 
penalties. 
 
Robert Wasky is an independent Medicare 
Specialist and licensed insurance professional—he 
is experienced in evaluating individual situations to 
ensure clients make appropriate choices. If you 
have questions related to this column or other 
related topics, we invite you to call him at 973-975-
0064 or email rwasky@tarpeygroup.com. 
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