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Eight Things No One Tells You About Retirement 

As you advance toward retirement, it's a good idea to start sharpening the 
focus of your retirement vision. 

 
 
As you advance toward retirement, it's a good idea to start sharpening the focus of your 
retirement vision. You need to figure out how you'll spend your time, what your retirement 
budget will look like and where your money will come from in retirement. 

 

But as you build your retirement plan, you may discover a few unexpected twists along the 
way. The sooner you confront them, the better you can prepare. Here are eight surprising 
things you may not know about retirement. 

 

1. Social Security benefits and retirement savings are taxable 
Once you start receiving Social Security checks, it may come as a surprise at tax time that 
Uncle Sam wants some of that money back. As much as 85% of Social Security benefits are 
taxable, depending on your income. In 9 states, you'll owe state income tax on your Social 
Security benefits, too. 



 

Withdrawals of pretax money that you contributed to a 403(b) or a traditional IRA throughout 
your working years also will trigger a federal and possibly a state income tax bill. The one 
bright spot: Withdrawals from a 403(b) or Roth IRA will be tax-free in retirement. (After-tax 
403(b) contributions and nondeductible IRA contributions can be taken out tax-free, too). 

 

When devising your retirement income plan, take taxes into account. By having taxable 
accounts, tax-deferred accounts and tax-free accounts, you'll have some flexibility in 
managing and possibly reducing your annual tax bite in retirement. 

 

2. Retirees get a lot of tax breaks 
Although retirement-account withdrawals and Social Security benefits are subject to tax, 
there is some good news for retirees when it comes to taxes: A lot of tax breaks are 
available for retirees. Taxpayers 65 and older, for instance, qualify for a bigger standard 
deduction on their federal tax returns. 

 

Many states offer tax breaks on all or part of your retirement income. Mississippi, for 
instance, doesn't tax any retirement income. Tennessee and New Hampshire don't tax 
retirement income, dividends or interest. Some states offer special breaks for retirees on 
sales taxes and property taxes. 

 

3. Medicare does not cover all of your health cost 
When you hit age 65, it's time to enroll in Medicare. But just as with the health insurance 
you've had throughout your working years, you'll have to pay premiums for Medicare 
coverage and co-pays on covered services. And some services — such as long-term care — 
aren't covered at all. 

 

The average 65-year-old will pay $165,000 in out-of-pocket costs for health care during 
retirement, according to Fidelity Investments. And that does not include those potential 
long-term-care costs. 

 

Buying a Medigap supplemental insurance policy can help cover some of your out-of-pocket 
costs. Or instead of traditional Medicare and a medigap policy, you can enroll in Medicare 
Advantage, which provides health coverage through a private insurer. 

 



Also consider buying a long-term-care insurance policy, which can help pay for home health 
aides or care in an assisted-living facility or nursing home. 

 

4. Senior discounts aren't always a good deal 
You know you've made it into your golden years when you have earned the right to a senior 
discount. Usually these discounts are offered to folks 60 or older, though some (such as 
AARP member discounts) may be available starting at age 50. 

 

But buyer beware: Sometimes other discounts can save older consumers more money. 
Comparison shop before accepting a discounted senior rate. For instance, if you're booking 
a stay at a hotel, find out if the hotel offers a senior rate. Then double-check with a discount 
travel Web site, such as Hotels.com, to see if you can score a better deal on the price. Also 
determine whether other discounts, such as an AARP or AAA member discount, might beat 
the hotel's own senior rate. 

 

5. Turning half a year older matters 
Many youngsters like to cite their age in half years, such as "five and a half" or "seven and a 
half." In retirement, you'll resurrect that thinking because two key milestones rely on half 
years. And if you aren't mindful of them, you could end up getting socked by Uncle Sam. 

 

Once you hit age 59-1/2, you are no longer subject to the 10% early-withdrawal penalty if 
you take money out of your IRA or 403(b). Withdrawals of your earnings from a Roth IRA will 
no longer be subject to that penalty, either (assuming you've owned a Roth IRA for at least 
five years). 

 

6. You must withdraw from your nest egg 
Once you turn age 73, Uncle Sam mandates that you take required minimum distributions 
from traditional IRAs and 403(b)s (except from the 403(b) of your current employer if you are 
still working and own less than 5% of the company). If you haven't taken your first RMD by 
April 1 of the year following the year you turn 73, Uncle Sam will sock you with a hefty 
penalty — 25% of the shortfall. For instance, if your RMD was supposed to be $10,000, your 
penalty will be $2,500. 

 

But just because you have to take money out of the tax shelter doesn't mean you have to 
spend it. If you don't need the money to live on, you can instead reinvest the money in a 
taxable account. 

 



7. Your nest egg may need to stretch for decades 
Workers saving for retirement are often focused on their retirement date. But that's only the 
beginning of potentially decades that your nest egg is going to have to provide your income. 
If you retire at 65 and die at 95, that's 30 years of annual income you'll need — which could 
be almost as long as your working career. Life expectancies are increasing, and the odds 
are good that at least one spouse, if not both, is going to live into his or her nineties. 

 

When creating your retirement income plan, there are a number of ways to protect against 
"longevity risk" — that is, the risk of living longer than your money lasts. Consider keeping 
stocks in your nest egg, which can provide growth over the long term and help protect you 
from the risk that inflation will eat up your money. 

 

A smart move to maximize lifetime Social Security income is having the higher earner delay 
his or her benefit until age 70, which will boost that benefit by 32% a month for those whose 
full retirement age is 66 or 67. That boosted benefit will last the lifetime of the surviving 
spouse; it can't be outlived, and it comes with an annual inflation adjustment, too. 

 

Another option to make sure you have money to live on in your old age: Consider a longevity 
annuity. This annuity requires a smaller investment up front in exchange for bigger 
guaranteed annual payouts that typically start around age 85. New government rules allow 
you to invest in one through retirement accounts. 

 

8. You can keep saving for retirement 
If you are still working later in life, even part-time, you can still save in tax-advantaged 
retirement accounts. If your employer offers a 403(b), you can contribute to that plan; 
consider socking away at least enough to get any company match. 

 

After you hit age 73, you can contribute to a traditional and Roth IRA, if you still have earned 
income. However, at 73 you must take RMDs from a traditional IRA, making it a less than 
optimal choice. If you are self-employed, you have a few other options, such as setting up a 
solo 403(b). 

 

NYSUT NOTE: How much is the right advice worth? When it comes to retirement, 
there's nothing more valuable than knowledge. The NYSUT Member Benefits 
Corporation–endorsed Financial Counseling Program offers customized and objective 
insights for you and your finances, helping you stay flexible, even if you don't know 
everything. 

 

https://memberbenefits.nysut.org/program-service/legal-and-financial/financial-counseling-program


About the Author 

Rachel L. Sheedy​
Editor, Kiplinger's Retirement Report 

 
 

 
 
Kiplinger is part of Future plc, an international media group and leading digital publisher 
© 2025 Future US LLC 


	Eight Things No One Tells You About Retirement 
	1. Social Security benefits and retirement savings are taxable 
	2. Retirees get a lot of tax breaks 
	3. Medicare does not cover all of your health cost 
	4. Senior discounts aren't always a good deal 
	5. Turning half a year older matters 
	6. You must withdraw from your nest egg 
	7. Your nest egg may need to stretch for decades 
	8. You can keep saving for retirement 


