Auditor’s Corner

By Auditor of State Tim Berry

Last quarter’s auditor’s corner focused on the introduction
of Sharri Condon as the new Hoosier ST.A.R.T.
Retirement Education Counselor. Since that introduction,
Sharri has been extremely busy assisting retired plan
participants, as well as employees who are nearing
retirement. We hope all of you who are nearing retirement
take advantage of the opportunity to meet with Sharri so
you may effectively plan for your retirement years. If you
are retired, or within three years of retirement, please feel
free to contact Sharri at sharri.condon@gwrs.com or at
(877) 728-6738, option 2.

Given the introduction of Sharri last quarter, I thought it
might be a good idea to introduce you to the other Hoosier
S.T.A.R.T. Education Counselors. These individuals can
assist employees with questions about Plan enrollment,
deferral changes, investment options and much more.

Visit www.hoosierstart.in.gov to locate the Education
Counselor in your area and schedule an appointment with
him today. H
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Revisiting Your Nest Egg

Three fips to help stretch your funds through retirement

In 2008 and 2009 the United States experienced its worst
recession in 80 years.! Chances are, the slump took a bite
out of your retirement savings account. If you had intended
to retire soon, you may be wondering what you should do
to make sure your savings last through your golden years.
Here are three things to consider:

Work a little longer.

Not only will you continue earning income for more
years, you can also keep making tax-deferred contributions
to your retirement savings plan. What’s more, you can
delay collecting Social Security benefits. You could start
receiving them at age 62, but they will be larger if you
work until your full retirement age—and larger still if you
work until age 70. In fact, your Social Security benefit
increases 8% each year you put off retirement between ages
65 and 70.?

Increase contributions to your plan.

In 2010, you may contribute as much as $16,500 to a
workplace retirement savings plan such as a 401(k). If
you're age 50 or older, you can also make an additional
“catch-up contribution” of as much as $5,500, for a total
contribution of $22,000, if your plan allows.

Be realistic.

Balance your expectations for retirement with reality.
Think in terms of postponing retirement, scaling back
planned expenses, and shifting priorities to get the lifestyle
you envision in retirement in line with what you can
currently afford. H

Even-Keel Investing

It’s easy to become flustered when the

financial markets gyrate. But stay calm;

reacting emotionally can put a damper ' . ' |
on your investment returns. Studies by d

the research firm DALBAR, Inc. have

found that individual investors tend

to jump in and out of the market at

exactly the wrong times—buying when stocks are at their
peak and selling when they’re at their lows—dramatically
reducing their long-term returns. During the 20 years
through December 31, 2008, the Standard & Poor’s

500® Index® earned an average return of 8.4% per year,
compared with individual investor returns of 1.9%.*

Try to adopt a long-term view when managing your
investments. Choose an investment strategy that’s
appropriate for your financial goals, risk tolerance and time
frame—and stick with it. ll




Make the Most of Your Tax Refund®

Nearly eight out of 10 tax filers will receive a tax refund this year,
and according to the Internal Revenue Service, the average refund in
2008 was more than $2,700 per household.® If you are among those
lucky ones due a check from Uncle Sam, consider four suggestions
on how to maximize the power of your hard-earned money.

1. Pay off credit card debt.

Paying down high-interest credit card debt with money you receive from

a tax refund could go a long way to helping you financially. For example,
say you have a $5,000 balance on a credit card that charges 13% interest per
year. Pay just the monthly minimum and you won’t eliminate that debt for
about 12 years—after paying more than $2,500 in interest. By contrast, sinking $2,000 into the debt now will
slash more than two years and over $1,000 off your payments, using bankrate.com’s credit card calculator.”

2. Boost your retirement fund.

This is a win-win move. First, consider the long-term impact: Saving an extra $2,000 every year could fatten
your nest egg by $226,568 in 30 years, assuming your investments average an 8% annual return, using bankrate.
com’s savings goal calculator.® Moreover, increasing your salary deferral to your employer-sponsored retirement
account may likely result in a decrease in the amount of taxes withheld from your paycheck. Now think about
combining this option and option 1: Use the money you save from paying off credit card debt to further increase
your nest egg, in addition to your tax refund. It may be the one-two punch your retirement account needs.

3. Make an extra mortgage payment.

If you're one of the few Americans who doesn’t have credit card debt, make an extra mortgage payment every
year and decrease the amount of interest you’ll pay over the life of your loan. Say you have a $200,000, 30-year
fixed-rate mortgage that carries a 6% interest rate and requires a monthly payment of $1,200. Using bankrate.
com’s mortgage calculator, one extra payment per year could save you almost $50,000 in total interest over the
life of the loan—and you’ll own the home outright five years sooner.” Strive to pay off your mortgage either
before or soon after you retire to bring down your living costs at a time when your income is likely to drop.

4. Give the kids a head start.

Open a 529 college savings plan.'” When you pay for college-related expenses, withdrawals will be entirely
tax-free. Each state has its own plan, and you may invest in any of them. Your own state’s 529 may offer
state-tax benefits, but do your homework before making your selection. Costs, investment options and
other features vary, so it pays to do some research at Web sites such as www.savingforcollege.com.

A tax refund can feel like found money—tempting to spend outright as a reward for your hard work. But by
using it instead as a way to save now, you could end up with more money in your pocket down the road. ll
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