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In 2020, 74% of workers said they expected to work for pay after retiring from their regular jobs, but only 27% of
retirees said they had actually done so. This large gap between expectation and reality has been fairly consistent
in surveys over the past 20 years, and there is no reason to expect it will change. So it may be unwise to place
too much emphasis on income from work in your retirement strategy.

Most retirees who worked for pay reported positive reasons for doing so; however, there were negative reasons
as well.

Source: Employee Benefit Research Institute, 2020 (2019 data used for chart, multiple responses allowed)
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Is It Time to Think About Tax-Free Income?
Federal and state governments have spent
extraordinary sums in response to the economic toll
inflicted by the COVID-19 pandemic. At some point it
is likely that governments will look for ways to increase
revenue to compensate for this spending and increase
income taxes as a result. That's why it might be a good
time to think about ways to help reduce your taxable
income. Here are three potential sources of tax-free
income to consider.

Roth IRA
Contributions to a Roth IRA are made with after-tax
dollars — you don't receive a tax deduction for money
you put into a Roth IRA. Not only does the Roth IRA
offer tax-deferred growth, but qualified Roth
distributions including earnings are not subject to
income taxation. And the tax-free treatment of
distributions applies to beneficiaries who may inherit
your Roth IRA.

Municipal Bonds
Municipal, or tax-exempt, bonds are issued by state
and local governments to supplement tax revenues
and to finance projects. Interest from municipal bonds
is usually exempt from federal income tax. Also,
municipal bond interest from a given state generally
isn't taxed by governmental bodies within that state,
though state and local governments typically do tax
interest on bonds issued by other states.

Health Savings Accounts
A health savings account (HSA) lets you set aside
tax-deductible or pre-tax dollars to cover health-care
and medical costs that your insurance doesn't pay.
HSA funds accumulate tax-deferred, and qualified
withdrawals are tax-free. While an HSA is intended to
pay for current medical and related expenses, you
don't necessarily have to seek reimbursement now.
You can hold your HSA until retirement then reimburse
yourself for all the medical expenses you paid over the
years with tax-free HSA distributions — money you can
use any way you'd like. Be sure to keep receipts for
medical expenses you incurred.

Sources: Congressional Budget Office, April 28, 2020; U.S. Department of
the Treasury, May 2020

Municipal bonds are subject to the uncertainties
associated with any fixed income security, including
interest rate risk, credit risk, and reinvestment risk.
Bonds redeemed prior to maturity may be worth more
or less than their original cost. Investments seeking to
achieve higher yields also involve a higher degree of
risk. Some municipal bond interest could be subject to
the federal and state alternative minimum tax.
Tax-exempt interest is included in determining if a
portion of any Social Security benefit you receive is
taxable. Because municipal bonds tend to have lower
yields than other bonds, the tax benefits tend to accrue
to individuals with the highest tax burdens.

HSA funds can be withdrawn free of federal income
tax and penalties provided the money is spent on
qualified health-care expenses. Depending upon the
state, HSA contributions and earnings may or may not
be subject to state taxes. You cannot establish or
contribute to an HSA unless you are enrolled in a high
deductible health plan (HDHP).

To qualify for the tax-free and penalty-free withdrawal
of earnings, a Roth IRA must meet the five-year
holding requirement and the distribution must take
place after age 59½ or due to the owner's death,
disability, or a first-time home purchase (up to a
$10,000 lifetime maximum).

All investing involves risk, including the possible loss
of principal, and there is no guarantee that any
investment strategy will be successful.
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Stay-at-Home Spouse? Consider a Spousal IRA
An ongoing study of IRA accounts has consistently
found that women, on average, have lower retirement
savings balances than men (see chart). Though there
may be multiple reasons for this disparity, the most
fundamental are the wage gap between men and
women and the fact that women are more likely than
men to take time off to care for children and other
family members.1

The wage gap is narrowing for younger women, and
more men are stay-at-home dads. But the imbalance
remains.2 Obviously, earning less makes it more
difficult to save for retirement. And a mother — or father
— who stays at home to take care of the children may
not be contributing to a retirement account at all. The
same situation could arise later in life if one spouse
works while the other takes time off or retires.

Savings Gap
Average and median IRA balances, by gender

Source: Employee Benefit Research Institute, 2018 (2016 data)

Additional Savings Opportunity
A spousal IRA — funded for a spouse who earns little or
no income — offers an opportunity to help keep the
retirement savings of both spouses on track. It also
offers a larger potential tax deduction than a single
IRA. A spousal IRA is not necessarily a separate
account — it could be the same IRA that the spouse
contributed to while working. Rather, the term refers to

IRS rules that allow a married couple to fund separate
IRA accounts for each spouse based on the couple’s
joint income.

For tax years 2019 and 2020, an individual with
earned income from wages or self-employment can
contribute up to $6,000 annually to his or her own IRA
and up to $6,000 more to a spouse’s IRA — regardless
of whether the spouse works or not — as long as the
couple’s combined earned income exceeds both
contributions and they file a joint tax return. An
additional $1,000 catch-up contribution can be made
for each spouse who is 50 or older. Contributions for
2019 can be made up to the April 15, 2020, tax filing
deadline.

All other IRA eligibility rules must be met. If a spousal
contribution to a traditional IRA for 2019 is made for a
nonworking spouse, she or he must be under age
70½; the age of the working spouse does not matter
for purposes of the spousal IRA. For contributions
made in 2020 and later years, the age 70½ restriction
has been eliminated by the SECURE Act.

Traditional IRA Deductibility
If neither spouse actively participates in an
employer-sponsored retirement plan such as a 401(k),
contributions to a traditional IRA are fully tax
deductible. However, if one or both spouses are active
participants, federal income limits may affect the
deductibility of contributions.

For 2019, the ability to deduct contributions to the IRA
of an active participant is phased out at a joint
modified adjusted gross income (MAGI) between
$103,000 and $123,000, but contributions to the IRA of
a nonparticipating spouse are phased out at a MAGI
between $193,000 and $203,000. (For 2020, phaseout
ranges increase to $104,000–$124,000 and
$196,000–$206,000, respectively.)

Thus, some participants in workplace plans who earn
too much to deduct an IRA contribution for themselves
may be able to make a deductible IRA contribution for
a nonparticipating spouse.

Withdrawals from traditional IRAs are taxed as
ordinary income and may be subject to a 10% federal
income tax penalty if withdrawn prior to age 59½, with
certain exceptions as outlined by the IRS.
1-2) Pew Research Center, 2019
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Three Questions to Consider During Open Enrollment

Prepared by Broadridge Investor Communication Solutions, Inc. Copyright 2020

IMPORTANT DISCLOSURES

Broadridge Investor Communication Solutions, Inc. does not provide investment, tax, legal, or retirement advice or recommendations. The
information presented here is not specific to any individual's personal circumstances.

To the extent that this material concerns tax matters, it is not intended or written to be used, and cannot be used, by a taxpayer for the
purpose of avoiding penalties that may be imposed by law. Each taxpayer should seek independent advice from a tax professional based
on his or her individual circumstances.

These materials are provided for general information and educational purposes based upon publicly available information from sources
believed to be reliable — we cannot assure the accuracy or completeness of these materials. The information in these materials may
change at any time and without notice.

Open enrollment is your annual opportunity to review
your employer-provided benefit options and make
elections for the upcoming plan year. You can get the
most out of what your employer offers and possibly
save some money by taking the time to read through
your open enrollment information before making any
benefit decisions. Every employer has its own open
enrollment period (typically in the fall) and the
information is usually available online through your
employer.

What are your health plan options? Even if you're
satisfied with your current health plan, it's a good idea
to compare your existing coverage to other plans
being offered next year. Premiums, out-of-pocket
costs, and benefits often change from one year to the
next and vary among plans. You may decide to keep
the plan you already have, but it doesn't hurt to
consider your options.

Should you contribute to a flexible spending
account? You can help offset your health-care costs
by contributing pre-tax dollars to a health flexible
spending account (FSA), or reduce your child-care
expenses by contributing to a dependent-care FSA.
The money you contribute is not subject to federal
income and Social Security taxes (nor generally to
state and local income taxes), and you can use these
tax-free dollars to pay for health-care costs not
covered by insurance or for dependent-care expenses.
Typically, FSAs are subject to the use-it-or-lose-it rule,

which requires you to spend everything in your FSA
account within a calendar year or risk losing the
money. Some employers allow certain amounts to be
carried over to the following plan year or offer a grace
period that allows you to spend the money during the
first few months of the following plan year.

Tip: As a result of unanticipated changes in the need
for medical and dependent care due to the coronavirus
pandemic, the IRS announced it will allow employers
to amend their employer-sponsored health coverage,
health FSAs, and dependent-care assistance
programs and allow employees to make certain
mid-year changes for 2020. The carryover limit for
unused 2020 FSA dollars is now $550 instead of $500.
For more information, visit irs.gov.

What other benefits and incentives are available?
Many employers offer other voluntary benefits such as
dental care, vision coverage, disability insurance, life
insurance, and long-term care insurance. Even if your
employer doesn't contribute toward the premium cost,
you may be able to pay premiums conveniently via
payroll deduction. To help avoid missing out on
savings opportunities, find out whether your employer
offers other discounts or incentives. Common options
are discounts on health-related products and services
such as gym equipment and eyeglasses, or wellness
incentives such as a monetary reward for completing a
health assessment.
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