No desire to retire? Here’s how to plan
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Most working Americans relish the notion of one day calling it quits and collecting their
final paycheck and retiring to a warmer climate, or staying put during their senior years
and pursuing personal interests. Or they may plan to exit the workforce gradually, by
reducing their hours or consulting part-time. But the endgame is clear: leave the 9-to-5
grind behind when they reach retirement age.

And then, there are those who intend to keep working for as long as they can, either
because they have not saved enough to retire, or because they find purpose and meaning
in their career.
Count Tim Sullivan, a financial professional with Strategic Wealth Advisors Group in
Shelby Township, Michigan, among the latter.
“I’m probably going to work into my 70s because I enjoy it,” he said. “I see this a lot with
our clients. They enjoy what they do and don’t want to quit.”
Even if you don’t plan to retire, however, Sullivan said you still need a retirement plan.
You never know what the future may hold.
For example, you may fall ill, get laid off, suffer a cognitive decline , or simply lose your
stamina for work as you age. You may also be forced to quit your job prematurely to care
for an aging spouse. “The question is, ‘What happens if I am no longer able to work?'”
said Sullivan.
To protect themselves and their loved ones, those who do not plan to retire must
consider:
•
•
•
•
•

Future living expenses
Social Security
Health care costs
Long-term care costs
Their legacy

Savings
For starters, the “never retire” crowd must set money aside during their working years
like everyone else to ensure they don’t outlive their assets as they age.
Most financial advisors suggest that your retirement income should be at least 80
percent of your pre-retirement salary, depending on projected lifestyle, for each year
you expect to (or potentially could) live in retirement.
Whatever portion of that amount does not come from guaranteed income sources (such
as Social Security, pensions, and annuities), must come from ongoing employment
income, personal savings, and investments.
(Calculator: How much should I save for retirement? )
“It’s about maximizing what you’re able to put into your IRA and 401(k), especially if
your company is going to match,” said Sullivan. “If you’re still working, you want to be
putting as much away as you can.”

It’s never too late to start saving. If you make $50,000 a year and contribute 10 percent
of your salary annually to a 401(k), you could potentially amass more than $356,000 in
pretax savings over 20 years. That assumes a 3 percent employer match and a 7 percent
average annual return.
The federal government lets you contribute up to $19,000 per year in a tax-deferred
401(k) and $6,000 per year in an individual retirement account (IRA) in 2019. (Those
limits are $25,000 and $7,000, respectively for those age 50 and older who are eligible
to make catch-up contributions.)
Savings give you the safety net to exit the workforce if and when you choose, said Elijah
Kovar, a financial advisor with Great Waters Financial in Minneapolis, Minnesota.
Planning ahead is key.
“Many times, people we meet have enough money to retire, but they continue working
because they don’t really know whether they can retire and spend what they want to
spend, travel where they want to travel, and still have enough down the road,” he said.
“They worry about nursing home costs, taxes, inflation, and rising health care costs.
They have so many concerns that without a clear plan, they don’t really know if they
have the means to retire or not. Having a plan inspires freedom and confidence.”
Live a little
If your health holds up and you are able to work as planned during your senior years,
those savings become a vehicle for having fun.
Perhaps you dream of sending your grandkids to college, treating the family to an
African safari, donating to a favorite charity, or helping your adult children eliminate
debt.
Indeed, if you’re still working and don’t need the income, you can afford to be frivolous
— perhaps for the first time.
“For the person with plenty of money who is just working because they like what they
do, it really comes down to deciding what the purpose of that extra money is,” said
Kovar. “Maybe you don’t have to save it like you’ve always done. Maybe you can use it as
a tool to be meaningful for kids and grandkids, while you’re alive rather than just
leaving a big inheritance when you die.”
Remember that every dollar you earn after the traditional age of retirement is also one
that you don’t have to take from your retirement account, leaving that money invested
longer to potentially generate higher compounded returns. (Once you turn age 70-1/2,
you will have to begin taking required minimum distributions, or RMDs, from your taxqualified retirement accounts — like 401(k) plans and IRAs.)
Social Security

Staying employed for longer, of course, also enables you to potentially delay claiming
Social Security beyond your full retirement age, which ranges from 66 to 67, depending
on when you were born. That permanently increases the size of your future Social
Security benefit.
The amount of your monthly check will increase by 8 percent per year for each year you
delay benefits after your full retirement age, until you reach age 70, when delayed
retirement credits cease to accrue. That’s the single best way to give yourself a raise
during your retirement years. ( Related: Filing for Social Security benefits )
“Some people take Social Security at the earliest opportunity at age 62 because a
coworker did or their neighbor told them to,” said Sullivan. “It’s all about understanding
your options and timing.”
Be aware that if you begin collecting Social Security while you are still employed , it could
have either a positive or a negative impact on your monthly benefit:
•

•

•

For example, if you earn more than you did during a prior year that was used to
compute your Social Security retirement benefit, the government will recalculate
your benefit amount and adjust it higher — up to an annual limit. Social Security is
based on your earned income during the 35 years in which you earned the most.
Thus, by increasing the size of your monthly benefit, you lock in a higher benefit for
life and potentially increase the future benefit amount that your family and your
survivors could receive.
If you are younger than full retirement age, however, and you collect Social Security
while you are working, your income may reduce the amount of your monthly benefit
by $1 for every $2 you earn above the annual earnings limit. For 2019, that limit is
$17,640 ($18,240 for 2020). In the year you reach full retirement age, you lose $1 in
benefits for every $3 you earn above a different earnings limit. In 2019, that
threshold is $46,920 ($48,600 in 2020), but the government only counts earnings
before the month you reach your full retirement age. Once you reach full retirement
age, your earnings no longer reduce your benefits, regardless of how much you earn.
If Social Security benefits are reduced or withheld because of money you earned
after you started receiving benefits but before you reached your full retirement age,
that money is not gone forever. When you reach full retirement age, Social Security
Administration will increase your monthly benefit to account for payments that
were withheld due to those earlier earnings.

Health savings account
No one knows for sure what health care costs they will incur as they age, but they know
it won’t be cheap, regardless of when they exit the workforce.
According to Fidelity’s 2019 Retiree Health Care Cost Estimate, a 65-year-old couple
retiring in 2019 with Medicare Part A and Part B coverage can expect to spend

$285,000 in out-of-pocket health care and medical expenses throughout retirement.
That does not include any nursing home or long-term care costs they may incur.1
If your employer offers a high-deductible health insurance plan with a health savings
account (HSA), take advantage of it, said Sullivan.
Contributions to an HSA are made on a pretax basis, yielding an immediate tax
deduction. They offer the added benefit of tax-free growth and tax-free withdrawals if
used for qualified health care expenses.
A portion of HSA savings can generally be invested in mutual funds, giving the
account an opportunity to generate earnings.
And, unlike contributions to a flexible spending account, any savings left unused in an
HSA at the end of the year remain in the account and can be used to help pay for
qualified medical expenses in future years — including during retirement.
“HSAs are one of the most tax-beneficial accounts out there,” said Sullivan. “If someone
is in good health and has the financial ability and mindset to pay their health costs out
of pocket while they work, an HSA could be a great way to save for that possible huge
health care bill in the future.”
Rather than using the account to pay for ongoing health care costs, account holders who
can afford it should consider treating their HSA as a long-term savings vehicle and allow
those dollars to accumulate for health care costs during retirement. (Related: HSA
basics)
“Treat it as an investment tool that will improve your overall financial plan in
retirement,” he said. “Instead of leaving it in a savings account, invest it for growth.”
Long term care coverage
As a final layer of financial protection, Kovar said that all working adults, including
those who do not intend to retire, should consider their plan for covering long-term care
expenses, should the need arise as they age.
According to the U.S. Department of Health and Human Services, a person turning age
65 today has a nearly 70 percent chance of needing some type of long-term care service
and support in their remaining years.2
Women need care longer on average (3.7 years) than men (2.2 years). While one-third of
today’s 65-year-olds may never need long-term care support, 20 percent will need it for
longer than five years.
Such care can be costly, and it’s rarely covered by private health insurance, Medicare, or
even Medicaid. Based on national median charges, a home health aide costs $4,385,

assisted living facilities cost $4,051, and a private room in a nursing home costs
$8,517—monthly.3
Kovar estimates that the average 60-year-old should have between $500,000 and $1
million set aside — depending on where they live, the type of facility desired, and the
type of care needed — to pay for long-term care costs out of pocket, based on current
and projected costs.
“Long-term care is a very real concern for a lot of people,” he said. “We recommend
having a realistic conversation. Are you going to pay for care out-of-pocket or do you
want to shift some of that risk by purchasing long-term care insurance coverage?”
(Related: Long-term care and your wallet )
Not everyone expects, or even wants to retire. Those who plan to continue producing an
income well past the traditional age of retirement, however, must still make a plan to
protect themselves and their families in the event their “never retire” agenda does not
pan out.
A financial professional can help you determine how much money you should be saving
monthly to safeguard your future, how your Social Security benefit may be affected, and
whether long-term care coverage might make sense for you.

