























YOUR CHILD’S

EDUCATION

TIAA-CREF Mutua Funps

A TIAA-CREF Mutual Fund account can be opened with as little as
$250 (or $25 with our Automatic Investment Plan). The TIAA-CREF

Mutual Funds are managed to be low-cost, like all of the other Series EE savings
retirement and insurance products we offer. With no maintenance, bonds are another popular
transaction, or 12b-1 marketing or distribution fees, our funds’ choice for College savings.

expenses are truly among the lowest in the mutual fund industry.* These U.S. government
(A portion of the management fee has been waived. This waiver is
contractual and guaranteed through at least July 1,2000.)

To receive a free Mutual Funds Information Kit, including a

prospectus, call 1 800 223-1200 Monday through Friday, 8:00 a.m. plans, and are always
to 11:00 p.m. ET. exempt from state income

bonds are available through
banks and payroll savings

*Morningstar Principia. As of January 31, 1998, Morningstar Principia tracked 8,758 mutual funds. taXCS, as Well as from fed—
Although gathered from reliable sources, data completeness and accuracy cannot be guaranteed.

eral income taxes if they

are purchased by parents or

Guaranteed Investments spouses specifically for future college costs.

Many people who don’t feel comfortable However, there are income limits to this tax
putting their children’s college money in the break—it gradually diminishes as household
stock market, but who want higher returns incomes reach $52,250 for single parents, with
than those offered by CDs and Treasuries, the benefit phasing out entirely at $67,250.
purchase long-term “zero” coupon bonds. Married couples must earn less than $78,350,
These are bonds that are sold at a discount with the benefit phasing out at $108,350, in
and pay their interest in a lump sum at 1998. EE bonds pay a variable interest
maturity. Their benefit is that you’ll know rate, adjusted every six months to equal
exactly how much money you’ll have on only 85% of that offered by five-year
hand, and precisely when you'll get it. A Treasury notes.

$10,000 15-year zero-coupon Treasury
bond paying a fixed annual yield of
6.99%, for example, would cost you
approximately $3,580 now. The $3,580
appreciates to $10,000 as the yield
accrues over the course of fifteen
years. If you invest in zero-coupon
Treasuries, however, you’ll owe fed-
eral income tax on the interest they
earn each year, even though you don’t

receive it until the bonds mature.
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“Compound interest”
means that interest is
credited both on the

principal— the money

you invest—and previ- Whatever your investment Education IRAs. Individuals within income
ously credited interest. choice, it’s important to start limits can contribute up to $500 a year for
saving early—even if only any child up to age 18. The IRA is not
$25 a week. It’s worth putting these small sums deductible, but any earnings are free from
aside when your children are very young, federal income tax penalties if the money is
because with more time to compound, they used for qualified higher education expenses.

can really grow. = The HOPE Scholarship Credit and the

. . Lifetime Learning Credit. Allow taxpayers
Ne W College Savings Aids g pay

within income limits a tax credit against
Recognizing that most Americans’ salaries college tuition.
aren’t keeping up with escalating tuitions, in

1997 the U.S. government rolled out a com- = Prepaid Tuition Plans and Savings Plans.

prehensive package of tax-advantaged savings Currently offered by 12 states and under

programs, tax breaks and credits that can make development in many more, prepaid tuition

the burden of paying for education expenses plans are designed to let parents lock in

considerably lighter current tuition rates in exchange for early

payment. College savings plans offer tax

IN Whose Name Svourp Your ChiLp’s CorLege Money Be Savep?

Parents often save money for college in their child’s name because it's taxed at the
child’s lower rate of 15% for investments producing $1,300 or less in income annu-
ally. But if you're hoping to get your child even partial financial aid, this strategy
can work against you, because federal guidelines state that students must contribute
35% of their total assets to college costs each year before they can even qualify for
financial aid. Only 5.7% of parents’ assets, on the other hand, can be considered
available for tuition. So if you've saved $10,000 in your child’s name, you must use
$3,500 of it the first year to pay tuition bills before your child can even be consid-
ered for financial aid. Now if this same $10,000 is kept as part of your household
assets, only $570 can be considered eligible for tuition payments. So any tax sav-
ings you've made by putting money in your child’s name could easily be wiped out
by loss of potential financial aid, depending on the specifics of your situation.
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advantages on funds that are specifically
earmarked for college expenses. (However,
contributions may not be made in any given
year to both a qualified state tuition program
and an Education IRA.)

= Student Loan Tax Deductions. Let tax-
payers within income limits deduct student

loan interest payments.

= Penalty-Free Withdrawals from IRAs.
Starting in 1998, there is no 10% penalty
for early withdrawals from an IRA (up to
$10,000) before age 59 if the money is
used to pay college tuition.

Getting the Most

Financial Aid

Even if you save diligently, and save as much
of your disposable income as you can reason-
ably afford, there’ll probably be something of a
gap between what you have and what you’ll
need to pay for your child’s education. Before
you or your children start borrowing funds,
make sure that you’re doing all you can to get
the best financial aid package from your child’s
prospective college. These days, financial aid
packages offered by colleges and universities

can be a combination of grants, loans, scholar-

YOUR CHILD’S

EDUCATION

ships, and work-study programs. Both you
and your child should be prepared to invest a
significant amount of time doing research,
making phone calls, and poring over forms—
it’s a complicated business, but the time spent
could save you a lot of money.

The first thing you’ll want to do is find out
if your child’s first-choice school practices a
“need-blind” admissions policy. If it doesn’t,
then applying for financial aid may lessen your
child’s chance of being admitted to his or her
tirst-choice school. To avoid unnecessary
disappointment, ask before the application
process begins.

"Today, nearly 50% of all college students
receive some kind of financial aid award. The
key is to present your case effectively to the
financial aid officers. Here are some tips that
can help you get the best break on tuition:

When estimating household expenses, use
your actual canceled checks and credit card
bills. Most people find that they vastly
underestimate their actual household costs.

= Make any major household purchases or
home improvement outlays at least three

years before your child is scheduled to apply
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for college. If you have $7,000 sitting in a
bank account, the financial aid office doesn’t
know that it’s money set aside for a new roof
or a much-needed family car. If ready cash
for major outlays isn’t at hand for major
expenses, try to work out installment financ-
ing arrangements with contractors and
consider leasing your new car. This strategy
will also show higher household expenses on
the aid application.

Negotiate. If your child’s second-choice
school offers a better package than his or
her first, use it as leverage—ask the first-
choice school to match it. And continue
negotiating. It’s not unheard of for schools
to reduce financial aid after the first few
years— have your child keep the financial
aid office abreast of any changes in house-
hold employment or income status, major
necessary outlays, or the addition of further

siblings, stepsiblings or grandparents to the
household.

Saving for retirement is a priority in
Uncle Sam’s eyes. Tax laws support it,
and college financial aid departments

don’t even consider IRS-sanctioned
retirement savings when scrutinizing
family assets for financial need.
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Paying for College...
and the RESt of Life

While many people consider college the most
important financial priority of the family’s
financial life, it’s not the only one. It shouldn’t
interrupt your other financial plans—espe-
cially saving for your retirement. For one
thing, schools can’t consider IRS-sheltered
retirement savings as part of your assets when
judging eligibility for financial aid. And you
get a threefold benefit when you increase your
retirement savings in your employer-sponsored
account: you reduce your current taxes, you
boost your child’s eligibility for financial aid,
and, of course, you keep that money yourself
for retirement, giving it time to grow.

There’s a possible fourth benefit, too. If you
have a tax-deferred annuity through your
employer, you may be able to borrow against it
to help pay your children’s college tuition bills.
Many institutions that offer TIAA-CREF
Supplemental Retirement Annuities (SRAs)
have a loan feature. These loans won'’t eat into
SRA savings because while you pay your loan
back, your collateral continues to earn interest
at TIAA Traditional Annuity rates.



And one more thing—
while you’re saving, investing,

and paying for your children’s
college education, don’t neglect your
other needs. You probably don’t want to
deny yourself an annual vacation, or your
younger child music lessons, just so the older
one can go to an Ivy League school.

In other words, save realistically in view of
your other life needs...which brings us to our
next challenge: Investing for Retirement.

If you are employed at
a college or university,
your children may be
eligible for free or
reduced tuition at

your institution. They
may also be eligible for
reduced tuition at
other colleges and
universities.
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investing for

retirement

IT’S IRONIC THAT
SOME PEOPLE SPEND
MORE TIME PLANNING

A TWO-WEEK VACATION
THAN THEY DO
PLANNING FOR THEIR
RETIREMENT —
BECAUSE RETIREMENT
IS THE LONGEST
VACATION THEY’LL

EVER HAVE.

You’ll need to be prepared
to fund a lengthy stretch of
nonworking years. Census
data show we’re living
longer—there’s an increas-
ing chance that you'll live a
full three decades or more
past the standard retire-
ment age of 65. You’ll also
have to factor in inflation—
what the cost of living will
be when you retire—when
determining how much
you’ll need to save and
what kinds of investments

you’ll need to make.

How Much?

The amount you’ll need to save now to live on

during retirement will depend in part on the

circumstances of your life during those years.

You need to take into account factors like

whether:

you plan to continue working part-time

you have a mortgage to pay off

you plan to move to a

cheaper locale
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you have dependent children to see through

college
= you have a spouse who is still working
you will have additional sources of income

Depending on your
You’ll probably need
income equal to at

situation, you’ll need
income equal to
between 60% and 90%
of your final salary to

least 70% of your final
salary to live on during
your retirement.

live on during your

retirement. You also
need to factor in the anticipated increased cost

of health and long-term care insurance.

Where Will It Come From?

Your retirement savings plan should consist of
Social Security benefits—if you contribute to
the system—your employer’s pension plan,
and your own private savings and investments.
If your spouse will also be eligible to receive
retirement benefits, your plans should be coor-
dinated.
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If you’d like to find out what benefits you
can expect based on your earnings history so
far, you can request a Benefit Estimate

Statement from:

1 800 772-1213

--"/ The Social Security Administration
Request Form 7004-SM

WhERre Your RETIREMENT INcoME CoMES FRoM

Social Security

If you work for an employer that pays Social
Security taxes, contributions are automatically
withheld from your paycheck—half deducted

For most Americans,
government Social
Security benefits will
provide less than half
of their income in
retirement. And for
households with retire-

ment incomes of
$20,000 or more per
year, less than half
comes from Social
Security and pensions
combined.

from your earnings,
half paid by your
employer. The retire-
ment benefits you’ll
eventually receive are
based on the number
of years you’ve con-
tributed to the system
and the amount you
paid in, as well as the
age at which you
retire. Today retirees
can receive partial
benefits at age 62 and
full benefits at 65.

However, the Social Security retirement age is
inching up. It will be 66 in 2009, and 67 by

2027.

M 39% Personal Savings and
Investments

23% Employment
20% Social Security
I 15% Pensions

3% Other

Source: U.S. Department of Treasury Data.

The chart above shows a breakdown of typical income
sources for households with retirement incomes of
$20,000 or more per year.
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Employer Pension Plans

For most people, the benefits originating from
their employer are a crucial component of
their retirement income. There are two basic
types of employer-sponsored benefit plans:
defined benefit plans and defined contribution
plans.

Defined benefit plans provide a guaranteed
level of benefits after retirement, usually for
life. In most cases, the level of the benefit is
tied to the employee’s earnings and years of
service. Under a defined benefit plan, the
employer makes contributions on behalf of the
employee and bears all of the risks associated
with the performance of the investments guid-
ing the benefit, as well as

AT
: .

determining how much

£

the benefit will be. = T t
i
a,
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In a defined contribution plan, the employer
makes regular contributions to accounts set up
for each employee. But it’s often the employee
who decides how this money will be invested,

and bears the risks of

hOW Well these inVCSt— Whenever your

employer offers to
match your contribution,
it makes great sense to

ments perform. In a
defined contribution
plan, while the
employer’s contribu-
tion is “defined,” the

‘““snatch the match,”
because you can often
double your savings
and earnings.

amount of the benefit
at and after retire-

ment is not.
Often the employee makes contributions to
these plans, which may be matched in full or
in part by the employer. Such plans are often
called salary-reduction plans because the
employee’s contributions directed to the retire-
ment account—usually a percentage of salary
—are withheld on a pretax basis, reducing the
employee’s current taxable income. Salary
- reduction plans include 401(k) plans
- & and 403(b) plans.



INVESTING FOR

Employer
contribu-
tions, as
well as all
of the
earnings on
them, are

RETIREMENT

not taxable
until you
begin to
receive
them as

retirement
income.

VESTING
Most defined benefit plans and

HOW MUCH?

An employer’s contributions to its defined
many defined contribution plans contribution retirement plan are usually
require an employee to work for a stated as a percentage of your salary. For
set period before the employee is example, if your employer’s plan’s contri-

entitled to (or vested) in the bene- bution rate is 5% and your salary is

fits plan. If the vesting period is $30,000, your employer’s annual contribu-

five years, for example, and you leave your
employer after only two years, any contribu-
tions your employer makes on your behalf into
the plan, as well as all earnings on those con-
tributions, would generally be lost to you. In a
salary reduction plan, you always get to take
the money you’ve contributed to the plan
whenever you leave, plus earnings, because,

after all, it’s your money. But you may forfeit

tion to your pension will be $1,500. In defined
benefit plans the employer’s contributions will
vary. The employee may also share in the cost,
paying a set percentage of salary. The benefits
attributable to employer salary reduction
contributions, and in some plans, employee
contributions, as well as all of the earnings on
them, are not taxable until the employee

receives retirement income.

the employer’s match.
Visit your employer’s benefits office to find
out the specific rules of your retirement
plan.

If you work for an educational or nonprofit research institution, you're probably
eligible to participate in a retirement plan funded through TIAA-CREF. Available at
8,200 institutions nationwide, these plans are portable—you can move among
participating institutions without interrupting the buildup of your retirement
savings. For more information about TIAA-CREF’s pension products and services,
call our Telephone Counseling Center at 1 800 842-2776, from 8 a.m.to 11 p.m.
ET weekdays and from 9 a.m. to 6 p.m. ET weekends. Or visit us on the Internet at
www.tiaa-cref.org.
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Common TYPES OF SaviNGS PLANS

The Advantage of
AUtomatIC Investing

No matter what your stage of life or income,
tax-deferred annuities like TIAA-CREF SRAs
make it easy to save or invest regularly,
because you “pay yourself first.” Funds are
automatically deducted from your paycheck, so
you’re on a set investing schedule. Even small
contributions made early on can make a sub-
stantial difference later, because this money
has a long time to compound and grow.
Starting with as little as $25 a week really adds
up over time. As your salary goes up, so should
the amount you invest—if you decide to invest
a percentage of your salary, every time you get
a raise, so does your savings or investment plan.

Supplementary Savings
The third leg of your retirement income stool

Deciding to take
part in an automatic

An “automatic” invest-

ment or savings plan is

one of the best ways to
put money aside for

should consist of your own savings—the plan is one of the best

, .
money you’re able to put aside to augment ways to put money

your pension and Social Security. And these aside for your retire-

savings may well turn out to be the largest ment, because it

your retirement,
because it requires no

participate in a 403(b) tax-deferred annuity decide to invest once discipline—you only

offered by your employer. have to decide to invest
once.

portion of your nest egg. You can put money requires no discipline

aside on your own, or you may be eligible to —you only have to
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Tax Deferval and the Power of
Compounding

Tax deferral means postponing paying the
taxes due on an invested sum of money and its
earnings until the funds are withdrawn from
the investment. In most cases, this means at
retirement, which is defined as early as age 59/
for some plans—even if you’re still working.
Tax-deferred arrangements include Individual
Retirement Accounts (IRAs), Keoghs, and
tax-deferred annuities. Employer-provided tax-
deferred savings plans include 401(k) plans and
403(b) plans. Ask your employer’s benefits
office about your contributory plan, or call
TIAA-CREF’s Telephone Counseling
Center at 1 800 842-2776, from 8 a.m. to
11 p.m. ET weekdays and from 9 a.m. to 6 p.m.
ET weekends.

With most “after-tax” savings, you must
pay taxes on the interest and dividends earned
every year. Likewise, if you sell a stock and

INVESTING FOR

RETIREMENT

make a profit, that gain also adds to your
taxable income for that year. But in a tax-
deferred investment vehicle, you can buy and
sell invested assets without worrying about the
tax consequences until you retire. But there
are tax penalties for early withdrawal.

We mentioned earlier that when an asset has
“compounded interest,” the interest earned is
credited daily, monthly, quarterly, or semi-
annually—on both the principal —the money
you invest—and the previously credited inter-
est. With a tax-deferred annuity, your savings
compound even faster, giving you even greater
accumulations, because you don’t have to pay
taxes each year on the earnings—the money
you would have paid out in taxes stays in your

account, earning interest.

INSTANT Tax DEFERRAL o
($42,500 GRross INcoME)  _.«~"

Total tax-deferred |

annuity contribution: "
$1200 >
o
-
o
Assumptions: Tax-deferred annuity -&:_@‘

contribution of $1,200 in a 28% tax
bracket filing single.

It costs you less to save more because a
substantial part of your tax-deferred
annuity contribution comes from money
you would have paid out in taxes.

This information is provided only as an illustration of the effects of interest compounding and is not intended to represent performance of the TIAA-CREF accounts. The
fixed rate shown may differ from that of the TIAA Traditional Annuity, and the values of the CREF accounts, the TIAA Real Estate Account, the variable component
of the Teachers Personal Annuity and the TIAA-CREF Mutual Funds will fluctuate with market changes. The chart does not reflect deduction of any expenses.
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If you begin investing just $100 a month—
$1,200 a year for ten years—beginning at age
25—you can accumulate $182,419 (assuming
an interest rate of 8%) by the time you reach
age 65. As the chart below shows, if you wait
ten years to start saving the same amount at
the same interest rate, and continue saving all
the way until retirement at 65, you’ll have put
away three times as much—$36,000. But you’ll
only have $141,761—still less than if you’d
begun saving at 25 and stopped after ten years.

THe Sooner You START THE BETTER

[F Yiow SEar EPhow

If You Wik 10 Year=
1141761

o

Assumptions: 1/12 annual contribution
applied monthly, earning 8% interest.
Accumulation values shown at age 65.

Your savings compound even faster when you
don’t pay taxes every year on the earnings.
Even if you’re only a few years from retire-
ment, you can benefit from tax deferral.

In fact, tax-deferred savings are such an
attractive investment that the government
limits the amount you can contribute each
year. Depending on your particular financial
and tax situation, you can save up to 20% of
your income, up to $10,000 each year, in an
employer-sponsored tax-deferred savings plan.
Of course, you will have to pay taxes on this
money later, when you withdraw your accumu-

lation as income.

THE Power oF CoMPOUNDING

Assumptions: Annual
contribution of $1,200
in equal monthly
payments, earning
8% interest.

e

@

This information is provided only as an illustration of the effects of interest compounding and is not intended to represent performance of the TIAA-CREF accounts. The

fixed rate shown may differ from that of the TIAA Traditional Annuity, and the values of the CREF accounts, the TIAA Real Estate Account, the variable component

of the Teachers Personal Annuity and the TIAA-CREF Mutual Funds will fluctuate with market changes. The charts do not reflect deduction of any expenses or taxes.



After —TaX Savings

Once you’ve “maxed out” your pretax savings,
you’ll want to explore your after-tax invest-
ment options— especially if your nest egg is
small and your retirement date is getting too

See How SRAs Can HeLp You

Our TDA Planning Center can show you how TIAA-CREF SRAs can
help your tax situation as well as your retirement portfolio. Or our
Tax-Deferred Annuity Calculation Unit can do customized calcu-
lations to show how your paycheck will be affected, what your
tax savings will be, and how much you'll be able to invest for your
retirement. For more complete information, call 1 800 842-2733,
ext. 2929.

close for comfort. You can invest in a money

market account, certificates
of deposit, mutual funds, or
other savings or investment
vehicles. Remember, all
interest and earnings on
such savings accounts are
taxable each year.

If you choose an annuity

designed to accept after-tax savings, like the
Teachers Personal Annuity, you can still reap
some of the benefits of tax deferral. You won’t
be taxed on your interest until you receive the
accumulation as income after you’re retired,
when you may be in a lower tax bracket.

More Ways 1o Save Witn TIAA-CREF
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When choosing an annuity for retirement
savings, make sure to compare any annual fees,
expenses, and surrender charges. Note that if
you withdraw funds from a retirement annuity
before age 59, you may owe a 10% penalty
on the earnings, in addition to regular taxes.
This can serve as a safeguard to keep these

savings intact for retirement.

WHILE IRAS CAN PLAY A VALUABLE ROLE IN YOUR
LONG-TERM FINANCIAL PLANS, SRAS OFFER SOME
KEY ADVANTAGES:

= You can save more money (and current taxes)—up to $10,000
per year, for many people. IRA contributions, whether tax
deductible or not, are capped at $2,000 per individual.

= There are no income limits—even those whose incomes
exceed the limits for the various IRAs can take advantage of
the tax benefits of SRAs.

» They offer the convenience of automatic payroll contributions
that lower your taxable income.



should you buy

Insurance?

BECAUSE LIFE IS
UNPREDICTABLE, YOU
NEED TO BUY
INSURANCE TO PRO-
TECT YOURSELF AND
YOUR DEPENDENTS IN
CASE OF PREMATURE
DISABILITY, DEATH,
AND OTHER EVENTS
THAT CARRY THE
RISK OF LOSS OF

INCOME AND ASSETS.

By protecting your
income and assets, each
type of insurance con-
tributes to your overall

financial security.

Llfe Insurance

Your ability to earn a
living—now and in the
future—is probably
your single most
important asset. Life
insurance protects
against the loss of
income that would
occur if you—or your
spouse or partner—

were to die. It must

provide not only for basic needs like

food, clothing, and shelter, but also

cover the future cost of your chil-

dren’s education, the care of your

elderly parents, and other family

emergencies.

How much life insurance

you need depends on your

personal circumstances. If you're

single and have no dependents

or people who’d be affected

financially if you passed away,

you don’t need a lot of life insur-

ance—just enough to cover funeral costs and
related expenses. Still, it’s a good idea to be
approved for insurance when you’re young and
healthy, because it becomes increasingly
expensive as you get older.

If you have a family, you’ll need to calculate
how much income the family would need to
maintain their current lifestyle. Even if only
one of you works outside the home, both lives
should be insured. Take into account what
childcare and housekeeping expenses would
cost if the homemaker were to die, as well as
the income that would have to be replaced if
the salaried spouse were to pass away. If you
have children, you’ll want to make sure that
each is comfortably taken care of at least
through their college years. Also take into
account inflation in calculating what college
expenses will be by the time your children are
ready to attend.
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THERE ARe Two Basic Types oF LiFe INSURANCE

TERM INSURANCE provides a benefit at the death of the insured. Term insur-
ance can be bought one year at a time, or for a specific period of time, such as for
five or ten years. If you die during the “term” over which you pay the premiums,
you'll receive the full amount stated by the policy. If you purchase term insurance
for a period of five years, then stop paying the premiums, and die the following
year, your beneficiaries receive nothing. Term life insurance is the most popular
and affordable type of life insurance, particularly for younger people.

CASH VALUE INSURANCE includes whole life and universal life insurance, and
combines the protection of a death benefit with a tax-deferred savings element. A
part of the premiums you pay forms a savings or investment vehicle, with the
interest or investment returns accumulating tax deferred. If you surrender the pol-
icy while still alive, you are paid this accumulated cash portion. When you die, your
beneficiaries get the death benefit provided by the policy. Because of this added
benefit, cash value insurance premiums are higher than those of term life.

How Much Life Insurance Should You Buy?

If you own a home, buy enough life insurance
to pay off your mortgage. Also, take into
account the salary increases you or your spouse
expect to earn as you advance professionally.

You may be expecting to earn double or triple

Need help in deciding how much life insur-
ance you need? TIAA-CREF can help.

Call our Insurance Planning and Service
Center at 1 800 223-1200, from 8 a.m. to

8 p.m. ET weekdays, for your free Life

Insurance Estimator.

your current salary by the

Insurance experts
recommend that most
people with families

time your children are ready

Disability Income

for college. Factor this into TInsurance

your life insurance purchas- o ) ) )

need life insurance that Disability income insurance is designed to

totals at least eight
times their family

income.

ing decision. Insurance

replace your income in case you become ill or
experts recommend that ] i } )
. e disabled. While most people consider life
most people with families

e insurance necessary, few know that statisticall
need life insurance that totals oy y

. . they are as likely to be disabled for six months
at least eight to ten times

their family income. It is not unusual today for
couples with two or three children to insure

their lives for a million dollars or more.
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or more as they are to die prematurely. Nearly
a third of all people will suffer some kind of
serious disability between the ages of 35 and 65.

Some cases of disability qualify for Social
Security benefits, but others don’t. In any case,
as with Social Security retirement benefits,
Social Security disability benefits will probably
not be adequate to support your current
lifestyle. During your working years, you
should have disability coverage that will
replace 60% to 70% of your income.

Many employers provide disability insurance
protection through group plans. When you
buy long-term dis-

Nearly a third of all
people will suffer some

ability insurance, you
may be given the
kind of serious
disability between the
ages of 35 and 65.

option of paying the
premiums with either
before- or after-tax

dollars. If premiums
are paid with pretax dollars, all of your disabil-
ity benefits—when and if you collect
them—will be taxable as regular income. If
you pay your premiums with after-tax dollars,
on the other hand, your disability benefits
won’t be taxed should you need to receive
them. In the event you do become disabled, a
tax-free benefit will be very valuable. You
might be wise to choose the after-tax premium
payment option, though it will mean a bit
more out of your paycheck now.

Contact your employer’s benefits office to
tind out the details of your plan.

SHOULD YOU BUY

INSURANCE?

Medical Insurance

Medical insurance for you, your spouse, and
any dependents is an absolute necessity. If you
or anyone else in your family is not currently
covered by medical insurance, arrange to buy
some as soon as possible.

Fortunately, many employers offer group
medical plans. If you are covered by a group
plan, you’ve probably been issued a benefits
booklet detailing your choices. Most institu-
tions offer a choice between a fee-for-service
or indemnity plan, in which you pay insurance
premiums that partially reimburse medical
charges, and one or more health maintenance
organizations (HMOs), in which you pay much
smaller fees, usually called copayments, for
treatment, but are limited to medical providers
belonging to a network.

Read your benefits
literature carefully, so
you know exactly what
expenses are covered,

what premiums or

copayments you’ll need
to pay, and what
choices you need to 33
make.
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Insuring Your Property

If you are paying a mortgage, or are financing
or leasing a car, you are probably required to
purchase insurance for the full value of these
properties. But you also need to think about
insurance for your other property—the full
contents of your home, even if you rent, and
all of your major possessions. If you don’t have
property insurance, your income might have to
be redirected away from savings and invest-
ments toward replacing essential lost property
in the case of fire, theft, vandalism, or natural
disaster.

Most property insurance policies have
deductibles—an amount you pay for a loss
before coverage begins. You can reduce the
cost of your insurance premiums by taking a
higher deductible; but remember, you’ll have
to come up with the cash to pay the amount of
any loss up to the deductible amount.

Home owner’s and renter’s policies come in
a wide range of coverages and deductibles. An
important distinction you need to know is that
between policies that offer coverage for the
replacement value of your property and those
that cover only the actual cash value of your
possessions. Replacement cost is the value of

your possessions if you were to replace them

with brand-new merchandise at today’s prices.
A cash value policy, on the other hand, would
repay only the depreciated value of the goods—
for example, a television set purchased 10 years
ago for $500 would no longer be worth its
original price. Because replacement value poli-
cies would cover much more in the case of
your property’s loss or damage, they are much
more expensive than cash value policies.

Depending on your budget and your finan-
cial priorities, you need to estimate either the
replacement or cash value of your home and
its contents, and purchase a policy that pro-
vides coverage for that amount.



Personal Liability

Insurance

Personal liability insurance protects you
against lawsuits that arise if someone is injured
on your property or you injure someone else.
Most auto insurance and home owner’s policies
have a liability component, often covering

$1 million or more in damages.

Long-Term Care
Insurance

And last but not least, you should begin to
think about insurance for the last stage of life.
With nursing home stays now costing an
average of $37,000 a year, providing old age
care—for yourself, your spouse, and even your
parents—is something you need to think

about. A nursing home stay of even a few years’

duration could wipe out a big chunk of your
life savings, leaving your spouse and depen-
dents in financial distress. Many people
purchase long-term care insurance to preserve
their estate—their money, property, and other
assets—for their heirs. Rates are lower when
you begin purchasing the insurance at a younger
age, but rise drastically if purchased later.

TIAA offers Teachers LongTerm Care®
insurance for employees of eligible institu-
tions. Spouses, parents, and parents-in-law
of eligible individuals can also apply for
Teachers LongTerm Care. For information,
talk to one of our insurance consultants at
our Insurance Planning and Service Center,
1 800 223-1200, from 8 a.m. to 8 p.m. ET
weekdays.

Before you purchase auto insurance, ask your agent or the insur-

ance company whether you qualify for any discounts. Many

policies grant a 10% discount to drivers who complete an

approved driving safety course. Other companies offer cheaper

rates to nonsmokers, women who are the sole drivers of a car, or

members of certain professions—such as doctors and lawyers —

who statistically represent good risks. Most also offer discounts

for cars equipped with security alarms. You can often negotiate a

better package rate if you buy all your insurance—auto, home,

and liability—with the same insurance firm.
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CLEARLY, SAVING IS
YOUR PASSPORT TO
THE FUTURE. But You
MAY BE THINKING —
“WHERE ARE THESE
SAVINGS GOING TO
COME FROM? | BARELY
HAVE ENOUGH MONEY
TO PAY FOR ALL THE

THINGS | NEED NOW!”
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how to build

The first thing you need to
do is take a look at where you
are right now. Organize your
financial records—your pay
stubs, bank and investment
account statements, insurance
records, real estate records, tax
records, credit card and other
debts, and any additional
business income or expenses
you have. All should be filed
in one central location.

Now that you’ve got
everything at hand you need
to calculate your “net
worth”—which is a snapshot of your current
financial situation. To calculate your net
worth, you need to make a list of all your
assets—all the money and property you
have—and your liabilities, which is what you
owe. Select the same specific time period to
assess everything—the end of a calendar
quarter or the very end of the year.

Now subtract the sum of your liabilities
from your total assets—that’s your net worth,
a “snapshot” of where you stand financially at
this point in your life.

Whether you wind up with a positive or
negative number, your net worth is a starting
point from which to build. As you learn to
keep track of, and hopefully, control your
expenses, your aim should be to increase your

net worth every year.

your plan

Keep TI' aCk of Your Cash Flow

If you're like a lot of people, you may think
that you have no extra money to start or
increase a savings and investment program.
The reality is probably that you don’t have a
real knowledge of where all your money is
going. Sure—you know you have big monthly
expenses like mortgage or rent, student loans,
and maybe a car payment. But you’re probably
much vaguer about where all of the rest of

your money is going.



The first thing you need to do is monitor
your expenses. Keep a running tally of every-
thing you spend in the course of a day— from
newspapers and coffee to your monthly rent
check. Once you’ve done this for a month, go
through the list and figure out what expenses
are absolutely necessary—like the rent and any
loan payments—and which are areas that
could use some cutting. You may be surprised
at how much money you’re spending on non-

essentials like snacks and meals out.

Here are a few good rules of thumb:

s ITIMMING

"Think first about areas where you can cut
painlessly. Do you really watch all those cable
TV channels? Could your family do without
all those magazines? Do you go to your health
club often enough to justify the hefty annual
membership price you’re paying? Do you try
to buy sale items and use coupons? One area
where many people find they’re spending
thousands a year is in gift giving—especially at

TOTAL HOUSEHOLD EXPENSES SHOULD BE NO MORE THAN 36% OF YOUR
MONTHLY GROSS, or pretax income. Of this, no more than 28% should go toward the

total outlay of your principal, interest, taxes, insurance, and any co-op or condo fee, if you

are a home owner paying a mortgage. For renters, the same number applies to your total

expenditure for rent and renter’s insurance.

CREDIT CARD BILLS SHOULD BE LESS THAN 10% OF YOUR MONTHLY GROSS
— preferably far less. Remember, most of the 36% expenditure mentioned above is proba-
bly going toward your housing costs.

YOU SHOULD BE SAVING AT LEAST 10% OF YOUR MONTHLY GROSS INCOME
according to standard financial planning advice. However, if you're older with pressing
retirement concerns and/or have an income that allows for a higher savings rate, you might
aim to save 25% of your gross. On the other hand, if you're young, or otherwise in a “just
starting out” phase of life, you may only be able to save 8% or less of your income for the
time being.The main thing is that you should always save something. You can also increase
the percentage of your savings each time you receive a raise, and put aside a portion of
other income or any cash gifts you receive.
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Discretionary expenses
will be the prime source

of whatever money you
set aside to achieve
your financial goals.
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the holidays. While you won’t want
to cut out giving gifts entirely, next
year see if you can cut this expendi-
ture in half. lﬁ

You'll need to keep track of your
expenses for at least a full year before
you get the big picture of where your
money is going— certain bills only
come around quarterly or annually. But that '
doesn’t mean you can’t begin eliminating some
expenses right away.

Catalog shopping is a big budget buster for
many Americans. So are subscriptions—to
both magazines and on-line
computer services. See if you
can limit the number of pub-
lications you read and
frivolous use of on-line ser-
vices by members of your
household. And be wary of
the word “sale.” If you buy something you
don’t really need just because it’s on sale, it’s a
waste of money, no matter how big the
claimed “savings.” Just remember that these
discretionary expenses will be the prime source
of whatever money you set aside to achieve

your financial goals.

are afraid of bud-
gets. No one
should be.
Knowing where
your money goes will
ultimately give you
peace of mind. And
eliminating unneces-
sary expenses will give you a
feeling of relief and satisfaction, as you realize
the money freed up will get you closer to
achieving your important financial and life
goals.

Ultimately, reaching your financial goals
will require making some sacrifices. If you
want to save for the down payment on a house
within three years, you’ll probably have to forgo
expensive vacations, large entertainment and

clothing outlays, and greatly curtail eating out.

When tracking your
household expendi-
tures, be sure to note
any regular or occa-
sional charitable
contributions you make.

Keeping careful records
of these donations will
also help you at tax
time, when you may be
able to include them as
deductions.




Need help HOW TO BUILD
figuring out YOUR PLAN
your net
worth and
monthly

cash flow?
TIAA-CREF

can help.
Call 1 800

P Ir iOI‘ itize 842-2733,

Understand that you won’t be able ext. 5509,

to accomplish everything at once. for a free
If this is the first time you’ve really Financial
gone on a budget, it will probably Organizer.

take a year or even two before it
settles out. You shouldn’t design a budget that,
like a severe diet, is so strict that you’ll wind
up breaking it.

And remember that every financial plan
should be reassessed from time to time, espe-
cially when there is any major life change, such
as a new job or salary increase, a geographic
move, a marriage or divorce, or the addition of
a new child.

Of course, belt tightening won’t provide
every answer. But it’s a crucial travel aid on the

road to financial security.
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BuiLbiNG PLaN For Your House oF FINANCIAL SECURITY

DETERMINE YOUR SPECIFIC FINANCIAL GOALS and prioritize them.

GET INTO THE SAVINGS HABIT. Make it easy by taking advantage of your
employer-sponsored “automatic” savings plan, and “snatch the match.”

KEEP TRACK OF YOUR EXPENSES. Reassess your budget and your savings
plan as your income and life situation change. Don't run up credit if you can possi-
bly avoid it.

PROTECT YOUR INCOME AND ASSETS WITH INSURANCE.

Congratulations! You’ve come this far. You now have the tools to determine
how much money you have, how much money you’ll need in the future,

and what you need to do to get there.



CREF certificates and interests in the TIAA Real Estate Account (the variable investments available through TIAA-CREF's retirement products)
are distributed by TIAA-CREF Individual & Institutional Services. The variable component of the Teachers Personal Annuity and the TIAA-CREF
Mutual Funds are distributed by Teachers Personal Investors Services.

For more complete information about CREF, the TIAA Real Estate Account, the TIAA-CREF Mutual Funds or the variable component of the
Teachers Personal Annuity, including charges and expenses, call 1 800 842-2733, ext. 5509, for the prospectuses. Read them carefully before
you invest or send money.
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