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Playing Catch-Up with Your 
401(k) or IRA
A recent survey of baby boomers (ages 53 to 69) found that just 24% were 
confident they would have enough money to last throughout retirement. Forty-
five percent had no retirement savings at all, and of those who did have savings, 
42% had saved less than $100,000.1 

Your own savings may be on more solid ground, but regardless of your current balance, it’s smart 
to keep it growing. If you’re 50 or older, you could benefit by making catch-up contributions to tax-
advantaged retirement accounts. You might be surprised by how much your nest egg could grow 
late in your working career.

Contribution limits

The federal contribution limit in 2016 and 2017 for all IRAs combined is $5,500, plus a $1,000 
catch-up contribution for those 50 and older, for a total of $6,500. An extra $1,000 might not seem 
like much, but it could make a big difference by the time you’re ready to retire (see table). You 
have until the April 18, 2017, tax filing deadline to make IRA contributions for 2016. The sooner you 
contribute, the more time the funds will have to pursue potential growth.

The deferral limit in 2016 and 2017 for employer-sponsored retirement plans such as 401(k), 
403(b), and most 457(b) plans is $18,000, plus a $6,000 catch-up contribution for workers 50 and 
older, for a total of $24,000. However, some employer-sponsored plans may have maximums that 
are lower than the federal contribution limit. Unlike the case with IRAs, contributions to employer-
sponsored plans must be made by the end of the calendar year, so be sure to adjust your 
contributions early enough in the year to take full advantage of the catch-up opportunity.

The following table shows the amount that a 50-year-old might accrue by age 65 or 70, based on 
making maximum annual contributions (at current rates) to an IRA or a 401(k) plan:

Example assumes a 6% average annual return. This hypothetical example of mathematical compounding is used for 
illustrative purposes only and does not represent any specific investment. It assumes contributions are made at end 
of the calendar year. Rates of return vary over time, particularly for long-term investments. Fees and expenses are not 
considered and would reduce the performance shown if they were included. Actual results will vary.

Special 403(b) and 457(b) plan rules

403(b) and 457(b) plans can (but aren’t required to) provide their own special catch-up 
opportunities. The 403(b) special rule, available to participants with at least 15 years of service, 
may permit an additional $3,000 annual deferral for up to five years (certain additional limits 
apply). A participant can use this special rule and the age 50 catch-up rule in the same year. 
Therefore, a participant eligible for both could contribute up to $27,000 to his or her 403(b) plan 
account (the $18,000 regular deferral limit, plus the $3,000 special catch-up, plus the $6,000 age 
50 catch-up).

The 457(b) plan special rule allows participants who have not deferred the maximum amount 
in prior years to contribute up to twice the normal deferral limit (that is, up to $36,000 in 2016 
and 2017) in the three years prior to reaching the plan’s normal retirement age. (However, these 
additional catch-up contributions can’t exceed the total of the prior years’ unused deferrals.) 
457(b) participants who elect to use this special catch-up rule cannot also use the age 50 catch-up 
rule in the same year.
1”Boomer Expectations for Retirement 2016,” Insured Retirement Institute.
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Ten Year-End Tax Tips for 2016
Here are 10 things to consider as you weigh potential 
tax moves between now and the end of the year.
1. Set aside time to plan

Effective planning requires that you have 
a good understanding of your current tax 
situation, as well as a reasonable estimate 
of how your circumstances might change 
next year. There’s a real opportunity for tax 
savings if you’ll be paying taxes at a lower rate 
in one year than in the other. However, the 
window for most tax-saving moves closes on 
December 31, so don’t procrastinate.

2. Defer income to next year

Consider opportunities to defer income to 
2017, particularly if you think you may be in 
a lower tax bracket then. For example, you 
may be able to defer a year-end bonus or 
delay the collection of business debts, rents, 
and payments for services. Doing so may 
enable you to postpone payment of tax on the 
income until next year.

3. Accelerate deductions

You might also look for opportunities to 
accelerate deductions into the current tax 
year. If you itemize deductions, making 
payments for deductible expenses such as 
medical expenses, qualifying interest, and 
state taxes before the end of the year, instead 
of paying them in early 2017, could make a 
difference on your 2016 return.

4. Factor in the AMT

If you’re subject to the alternative minimum tax 
(AMT), traditional year-end maneuvers such as 
deferring income and accelerating deductions 
can have a negative effect. Essentially a 
separate federal income tax system with 
its own rates and rules, the AMT effectively 
disallows a number of itemized deductions. 
For example, if you’re subject to the AMT in 
2016, prepaying 2017 state and local taxes 
probably won’t help your 2016 tax situation, 
but could hurt your 2017 bottom line. Taking 
the time to determine whether you may be 
subject to the AMT before you make any year-
end moves could help save you from making a 
costly mistake.

5. Bump up withholding to cover a tax 
shortfall

If it looks as though you’re going to owe 
federal income tax for the year, especially if 
you think you may be subject to an estimated 
tax penalty, consider asking your employer 
(via Form W-4) to increase your withholding 
for the remainder of the year to cover the 
shortfall. The biggest advantage in doing so 
is that withholding is considered as having 
been paid evenly through the year instead 
of when the dollars are actually taken from 
your paycheck. This strategy can also be 

used to make up for low or missing quarterly 
estimated tax payments.

6. Maximize retirement savings

Deductible contributions to a traditional IRA 
and pretax contributions to an employer-
sponsored retirement plan such as a 401(k) 
can reduce your 2016 taxable income. If 
you haven’t already contributed up to the 
maximum amount allowed, consider doing so 
by year-end.

7. Take any required distributions

Once you reach age 70½, you generally must 
start taking required minimum distributions 
(RMDs) from traditional IRAs and employer-
sponsored retirement plans (an exception may 
apply if you’re still working and participating 
in an employer-sponsored plan). Take any 
distributions by the date required--the end 
of the year for most individuals. The penalty 
for failing to do so is substantial: 50% of 
any amount that you failed to distribute as 
required.

8. Weigh year-end investment moves

You shouldn’t let tax considerations drive your 
investment decisions. However, it’s worth 
considering the tax implications of any year-
end investment moves that you make. For 
example, if you have realized net capital gains 
from selling securities at a profit, you might 
avoid being taxed on some or all of those 
gains by selling losing positions. Any losses 
over and above the amount of your gains can 
be used to offset up to $3,000 of ordinary 
income ($1,500 if your filing status is married 
filing separately) or carried forward to reduce 
your taxes in future years.

9. Beware the net investment income tax

Don’t forget to account for the 3.8% net 
investment income tax. This additional 
tax may apply to some or all of your net 
investment income if your modified AGI 
exceeds $200,000 ($250,000 if married filing 
jointly, $125,000 if married filing separately, 
$200,000 if head of household).

10. Get help if you need it

There’s a lot to think about when it comes 
to tax planning. That’s why it often makes 
sense to talk to a tax professional who is 
able to evaluate your situation and help you 
determine if any year-end moves make sense 
for you.

Deductions may be limited for 
those with high incomes

If your adjusted gross income 
(AGI) is more than $259,400 
($311,300 if married filing 
jointly, $155,650 if married 
filing separately, $285,350 if 
filing as head of household), 
your personal and dependent 
exemptions may be phased out, 
and your itemized deductions 
may be limited. If your 2016 
AGI puts you in this range, 
consider any potential limitation 
on itemized deductions as you 
weigh any moves relating to 
timing deductions.

IRA and retirement plan 
contributions

For 2016, you can contribute 
up to $18,000 to a 401(k) plan 
($24,000 if you’re age 50 or 
older) and up to $5,500 to a 
traditional or Roth IRA ($6,500 
if you’re age 50 or older). 
The window to make 2016 
contributions to an employer 
plan generally closes at the end 
of the year, while you typically 
have until the due date of your 
federal income tax return to 
make 2016 IRA contributions.
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A large majority of caregivers 
provide care for a relative 
(85%), with 49% caring for a 
parent or parent-in-law.

Source: Caregiving in the U.S. 
2015, National Alliance for 
Caregiving

If you are the adult child of aging parents, 
you may find yourself in the position 
of someday having to assist them with 
handling their finances. Whether that time 
is in the near future or sometime further 
down the road, there are some steps you 
can take now to make the process a bit 
easier.
Mom and Dad, can we talk?

Your first step should be to get a handle on your 
parents’ finances so you fully understand their 
current financial situation. The best time to do so 
is when your parents are relatively healthy and 
active. Otherwise, you may find yourself making 
critical decisions on their behalf in the midst of a 
crisis.

You can start by asking them some basic 
questions:

• What financial institutions hold their assets 
(e.g., bank, brokerage, and retirement 
accounts)?

• Do they work with any financial, legal, or tax 
advisors? If so, how often do they meet with 
them?

• Do they need help paying monthly bills or 
assistance reviewing items like credit-card 
statements, medical receipts, or property tax 
bills?

Make sure your parents have the necessary legal 
documents

In order to help your parents manage their 
finances in the future, you’ll need the legal 
authority to do so. This requires a durable power 
of attorney, which is a legal document that allows 
a named individual (such as an adult child) to 
manage all aspects of a person’s financial life if 
he or she becomes disabled or incompetent. A 
durable power of attorney will allow you to handle 
day-to-day finances for your parents, such as 
signing checks, paying bills, and making financial 
decisions for them.

In addition to a durable power of attorney, you’ll 
want to make sure that your parents have an 
advance health-care directive, also known as 
a health-care power of attorney or health-care 
proxy. An advance health-care directive will allow 
you to make medical decisions according to their 
wishes (e.g., life-support measures and who will 
communicate with health-care professionals on 
their behalf).

You’ll also want to find out if your parents have a 
will. If so, find out where it’s located and who is 
named as personal representative or executor. If 
the will was drafted a long time ago, your parents 
may want to review it to make sure their current 
wishes are represented. You should also ask if 

they made any dispositions or gifts of specific 
personal property (e.g., a family heirloom to be 
given to a specific individual).

Prepare a personal data record

Once you’ve opened the lines of communication, 
your next step is to prepare a personal data 
record that lists information you might need in the 
event that your parents become incapacitated 
or die. Here’s some information that should be 
included:

• Financial information: Bank, brokerage, 
and retirement accounts (including account 
numbers and online user names and 
passwords, if applicable); real estate holdings

• Legal information: Wills, durable powers of 
attorney, advance health-care directives

• Medical information: Health-care providers, 
medication, medical history

• Insurance information: Policy numbers, 
company names

• Advisor information: Names and phone 
numbers of any professional service 
providers

• Location of other important records: Social 
Security cards, home and vehicle records, 
outstanding loan documents, past tax returns

• Funeral and burial plans: Prepayment 
information, final wishes

If your parents keep some or all of these items in 
a safe-deposit box or home safe, make sure you 
can gain access. It’s also a good idea to make 
copies of all the documents you’ve gathered 
and keep them in a safe place. This is especially 
important if you live far away, because you’ll want 
the information readily available in the event of an 
emergency.

Don’t be afraid to get support and ask for advice

If you’re feeling overwhelmed with the task of 
handling your parents’ finances, don’t be afraid 
to seek out support and advice. A variety of local 
and national organizations are designed to assist 
caregivers. If your parents’ needs are significant 
enough, you may want to consider hiring a 
geriatric care manager who can help you oversee 
your parents’ care and direct you to the right 
community resources. Finally, consider discussing 
the specifics of your situation with a professional, 
such as an estate planning attorney, accountant, 
and/or financial advisor.

What It Means to Be a Financial Caregiver 
for Your Parents
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What should I evaluate when 
considering a new job offer? 

Today, few people stay with one employer until retirement. 
Instead, it’s likely that at some point during your career, you’ll 
be searching for a new job. You may be looking for more money, 
greater career opportunities, or more flexibility. Or you may be 
forced to look for new employment if your company restructures. 
Whatever the reason, at some point in your working life you 
might be faced with a new job offer. Should you take it? Here are 
some things to evaluate.

SALARY: How does the salary offer stack up against your previous 
job? If the offer is less than you expected, find out when you can 
expect performance reviews and/or pay increases (a typical company 
will review your salary at least annually). You can compare your salary 
offer to the salary range for others working in the same industry by 
looking at salary-related websites. In addition, consider the availability 
of bonuses, commissions, and/or profit-sharing plans that can increase 
your total income, and find out whether they’re dependent on your 
own job performance, the company’s performance, or a combination of 
both.

EMPLOYEE BENEFITS: What benefits does the company offer, and 
how much of the cost will you bear as an employee? A good employee 
benefits package can add the equivalent of thousands of dollars to 
your base pay. Benefits may include a retirement plan (hopefully with 
employer matching contributions); health, dental, and vision insurance; 
disability, life, and long-term care insurance; vacation time and sick 
leave; flexible spending accounts for health and dependent care 
expenses; tuition reimbursement; student loan assistance; child-care 
programs; transit programs; counseling services; pet insurance; and 
other miscellaneous benefits.

PERSONAL AND PROFESSIONAL CONSEQUENCES: Will you be 
better off financially if you take the job? Is there schedule flexibility? 
Will you need to work a lot of overtime? Travel extensively? Consider 
any related costs of taking the job, such as transportation and day care. 
Also take a close look at the company’s work environment and culture. 
You may be getting a good salary and great benefits, but if the work 
environment doesn’t suit you, you may want to think twice.

I received a new job offer but 
the salary is low. Should I make 
a counteroffer?

Probably. Getting paid less than you should when starting a 
new job can affect not only your current paycheck but also your 
long-term asset accumulation. For example, the less money you 
earn, the less you have available to contribute to your retirement 
plan, and potentially the lower the amount of matching employer 
contributions you’ll receive if they are offered.

In addition, because your current salary is typically the benchmark for 
future pay increases and bonuses (which are often expressed as a 
percentage of your salary), the effect of a pay gap is cumulative. Unless 
corrected, pay disparities may widen over the course of your career. 
For example, a low starting salary at job #1 could serve as a benchmark 
for your salary at job #2, which could serve as a benchmark for your 
salary at job #3, and so on.

To determine whether the salary offer is competitive, research and 
compare salaries based on industry or company standards. You can 
look at salary-related websites to get an idea of a typical salary range 
for someone in the same occupation, in your geographical location, 
with your education, experience, and skills.

If the salary offer is low, go back to the company and articulate your 
strengths. What skills and qualities will you bring to the table? State the 
amount of money you want. Make it clear that if the company accepts 
your terms, you are willing and able to accept its offer immediately.

What happens next? There are three possible scenarios. First, the 
company might accept your counteroffer. Second, it may reject 
your counteroffer, either because company policy does not allow 
negotiation or the company is unwilling to move from its original offer. 
If so, you’ll have to decide whether to accept the original offer. Third, 
the company may make you a second offer, typically a compromise 
between its first offer and your counteroffer. Again, the ball is back 
in your court. If you need time to evaluate the latest offer, ask for a 
day or two to think about it. If the company isn’t able or willing to give 
you more money, it might be able to offer you job flexibility, such as 
telecommuting or flex scheduling, that might make up for the lack of a 
salary increase.

IMPORTANT DISCLOSURES

Broadridge Investor Communication Solutions, Inc. and Allegis do not provide tax, or legal advice. 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.
Prepared by Broadridge Investor Communication Solutions, Inc. Copyright 2016


