Get your retirement
savings on the right track

Today we’ll discuss…
• Why saving more now is so important for your
financial future
• Expenses and income in retirement
• How a new tool, Contribution Accelerator, can help
• How the 457 Three-year Catch-up and the Unused
Vacation and Sick Leave Payout provisions work
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Did you take a Coronavirus-Related Distribution(CRD) in 2020?
You enrolled in the MTA Deferred Compensation
Program to save for your future.
Everyone’s circumstances and ability to pay a CRD
back to your account are different. If you need
assistance with the repayment process or have
questions, we can help.
Contact a counselor directly or set up a virtual
meeting by going to: www.prudential.com/mta,
and clicking on the personal assistance tab.
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What could affect your retirement?
Longer life expectancies:
• The average 65-year-old man may
live to age 83*
• The average 65-year-old woman
may live to age 85*

*Source: National Center for Health Statistics Data Brief 395: Mortality in the United
States, 2019, Centers for Disease Control and Prevention
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What could affect your retirement?
Health care costs could be your biggest expense.

Cost a married couple may have to pay in
retirement:

$325,000

…in health
insurance
premiums,
deductibles
and other outof-pocket
expenses

Source: EBRI Issue Brief May 2020, A Bit of Good News During the Pandemic: Savings Medicare Beneficiaries Need for Health
Expenses Decreased in 2020
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What could affect your retirement?
• Social Security/Railroad Retirement will only replace a
portion of the income you make today.
• You’ll likely need to replace 80% of your current income.

Social Security Retirement Estimator

U.S. Railroad Retirement Board information

https://www.ssa.gov/benefits/retirement/estimator.html

https://rrb.gov/

Prudential Financial (Retirement) is not responsible for the information contained in the external website(s) and makes no representations about information contained therein. The site(s) is/are provided to you for informational purposes only.
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What could affect your retirement?
Basic Needs

Monthly Expenses
2006

2016

2026

2036

Food

$ 509

$ 718

$ 1,013

$ 1,429

Housing

$ 1,364

$ 1,924

$ 2,714

$ 3,828

Clothing & Services

$ 156

$ 220

$

311

$ 438

Transportation

$ 709

$ 1,000

$ 1,411

$ 1,990

Entertainment

$ 230

$ 325

$ 459

$ 647

Total

$2,968

$4,187

$5,908

$8,332

Source: Bureau of Labor Statistics, Consumer Expenditures in 2006, Modified October 2007– Assumes a 3.5% annual inflation rate—numbers are rounded.
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Contribution Accelerator can help you prepare

• Increases your contribution by 1% of
your pay each year until you reach
100%
• You can change the amount of the
increase, or your contribution
amount, at any time
• Your paycheck contribution will
increase each year on the date of
your choice
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Small changes could make a huge difference for your future
Increase 1% each year
until reaching 15%

TOTAL ACCOUNT VALUE

$921,425
At retirement,
age 65

Keeps contributions at 4%

$319,051
at age
25

Start contributing
4% each year

Assumptions: $50,000 annual salary,
contributions beginning at 4% made
weekly, 6% rate of return, invests
for 40 years until age of 65, takes
equal benefit payments at the
beginning of each year for 20 years
until no money remains, assumes no
salary increases. The compounding
concept is hypothetical, for
illustration only, and not intended
to represent the performance of any
specific investment, which may
fluctuate. No taxes are considered;
generally, withdrawals are taxable
at ordinary rates and may be subject
to tax penalties. You can lose
money by investing in securities.
This information has been provided
for your benefit and is not intended
or designed to be tax advice.
Neither Prudential Retirement, nor
any of its representatives, may give
legal or tax advice.
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Supercharging your savings
Harry

Mary

Age

30

30

Annual
Earnings

$30,000

$30,000

Saves

4% or $1,200

$4% or $1,200

Increases

None—rate
remains at 4%
until age 65

Increases 1%
each year until
reaching 15%
per year to age 65

Rate of
return

7%

7%

Total at 65

$171,690

$478,022

The compounding concept is
hypothetical and for illustrative
purposes only and is not
intended to represent
performance of any specific
investment, which may
fluctuate. Assumes rate of
return of 7%. No taxes are
considered in the calculations;
generally, withdrawals are
taxable at ordinary rates. It is
possible to lose money by
investing in securities.
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The impact of a 1% increase to your take home pay

Gross Pay

Contribution Amount
(3%)

Net Pay

Contribution Amount
(4%)

Net Pay

Change in Weekly
Take-Home Pay

$400

$12

$309.40

$16

$305.40

$4.00

$600

$18

$464.10

$24

$458.10

$6.00

$1,000

$30

$773.50

$40

$763.50

$10.00

For illustrative purposes only. Assumes no state/local taxes withheld, FICA taxes are withheld and a federal income tax withholding of 12%. Retirement plan distributions will be taxed upon withdrawal.
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No playing catch-up

Start at
25
$300/month

Start at
35
$500/month

Start at
45
$1,000/month

For 40 years

For 30 years

For 20 years

$575,089
at age 65

$489,628
at age 65

$455,646
at age 65

The compounding concept is hypothetical and for illustrative purposes only and is not intended to represent performance of any specific investment, which may fluctuate. This example is based on a hypothetical rate of
return of 6% compounded annually. No taxes are considered in the calculations; generally, withdrawals are taxable at ordinary rates. It is possible to lose money by investing in securities.
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Using Contribution Accelerator
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Using Contribution Accelerator
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Using Contribution Accelerator

15

Using Contribution Accelerator
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457 ‘Three-year’
Catch-up provision
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457 ‘Three-year’ Catch-up provision
This provision allows you to contribute more than the normal maximum annual deferral amount to the
Plan to “catch-up” for earlier years if you did not contribute the maximum amounts allowed.
The maximum amount that you may contribute is the lesser of:
• Two times the annual IRS maximum limit
• The annual IRS maximum limit plus underutilized contribution amounts from prior years
• The annual IRS maximum limits are published each year in the fall by the IRS. The maximum limit for
2022 is $20,500. Additionally, you are not required to contribute the maximum amount that you may
qualify for
• The potential advantages of using the Three-year Catch-up provision are current tax savings and greater
accumulation of your retirement “nest-egg”

18

457 ‘Three-year’ Catch-up provision
Using the catch-up provision takes advanced planning. The
window of opportunity is up to three (3) consecutive calendar
years prior to the year in which you will reach normal retirement
age. The Three-year Catch-up is a “once-in-a-lifetime” opportunity
which may be elected one (1) time only.

Note: You cannot combine the Three-year Catch-up provision and the Age 50+ Catch-up contribution in any of the three (3) years that you are using the Three-year Catch-up provision
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What is Special 3-year Catch-up Provision?
This provision allows those eligible for the MTA 457 Plan to catch‐up for contributions that you
didn’t contribute into the 457 Plan (the Plan) in prior years, known as underutilized contributions.
These additional catch‐up contributions can be made only during the three years prior to or through
the year when you reach your elected Normal Retirement Age.

Most employees are eligible for both the 401(k) and 457 Plans, and you may contribute the IRS
maximums (including age 50 plus catch‐up maximum) each year into both the 401(k) and 457 Plans.
If you have done so during your career at the MTA, then you are unable to participate in the Special
3‐year Catch‐up option.
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What is my Normal Retirement Age?

Your Normal Retirement Age determines the 3‐year eligibility period in which you may
participate in the Special 3‐year Catch‐up provision.

The date you choose to select for your Normal Retirement Age must be on or after age 65 OR
the earliest you may retire and receive full benefits under the pension plan.
The age you select cannot be earlier than 40 or later than 70½ and is irrevocable once made.

21

How does the Special 3‐year Catch‐up interact with the
Age 50 plus Catch‐up?
While you are entitled to use the catch‐up provision that will produce the
higher contribution amount, you are not able to use both the Special 3‐year
Catch‐up and Age 50 plus Catch‐up provisions in the same calendar year.
If you continue to work for MTA after participating in the Special 3-year
Catch‐up provision, you may participate in the Age 50 plus Catch‐up provision
if you’re age 50 or above.
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457 Three-year Catch-up provision
Form may be found on the Plan’s website,
forms tab at: www.prudential.com/mta
You will need to plan up to 3 years in advance
to use this provision, or another option is…
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Unused Vacation and Sick Leave Payout
If you are leaving, you can contribute money from your final payout for any unused vacation or sick leave to the
Program. If you are interested in deferring all or part of your unused vacation or sick time as a contribution to the
Program, please complete the HR-DEFCOMP-074 form and send it to the Business Services Center (BSC).
➢ Please note that you may defer any amount up to 100%, but keep in mind
that certain taxes are required to be withheld that may lower the final
contribution amount.
➢ Severance payments are not eligible for deferrals into 401(k) or 457 Plans as
per IRS regulations.
The IRS allows you to make deferrals from pay you receive after your retirement only until the later of:
a) The end of the calendar year
b) 2½ months following your separation from service
For example, if you retire December 1, you only have until February 15 of the following year to defer to
the 401(k) and 457 Plans from that payment.
This form is available on the BSC Portal >
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Assistance
When it comes to planning for your
financial future, you don’t have to go
it alone.
Set up a virtual one-on-one session with
one of the Plan’s Dedicated Retirement
Education Counselors at
www.prudential.com/mta
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Disclosures
Amounts withdrawn before age 59½ may be subject to a 10% federal income tax penalty, applicable taxes, and plan restrictions.
Keep in mind that application of asset allocation and diversification concepts does not ensure safety of principal and interest. It is possible to lose
money by investing in securities.

Dollar-Cost Averaging and other periodic investment plans do not assure a profit and do not protect against loss in declining markets. Such a plan
involves continuous investment in securities regardless of fluctuating price levels of such securities and investors should consider their financial
ability to continue their purchases through periods of low-price levels.
Retirement products and services are provided by Prudential Retirement Insurance and Annuity Company (PRIAC), Hartford, CT or its affiliates. PRIAC
is a Prudential Financial company.
Retirement Counselors are registered representatives of Prudential Investment Management Services LLC (PIMS), Newark, NJ, a Prudential Financial
company.
© 2021 Prudential Financial, Inc. and its related entities. Prudential, the Prudential logo, and the Rock symbol are service marks of Prudential
Financial, Inc., and its related entities, registered in many jurisdictions worldwide.
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