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Dear Client and Friend,

If you prefer, you may view this FI nanci al Reg rets

newsletter in PDF format on my A 2023 survey found that about three out of four U.S. adults had a financial

websclited th addsrgesslls belngh regret. The most common were not saving for retirement early enough, taking

ﬁgwélgtterig;vdinén:)%ytr?g to the on too much credit card debt, and not saving enough for emergency expenses.

website for the link. | trust you will It's probably not surprising that_the weight that people placed on these and

find the information helpful. other regrets varied by generation — and regret about not saving early enough
for retirement was higher for those closer to retirement age.

Sincerel
Y Biggest financial regret, by generation

Keith Swift . Millennials .Gen X . Baby boomers

Not saving Taking on Not saving Taking on Not saving Buying mare No financial
for retirement too much enough for too much enough for house than regrets
early enough credit card emergency student loan children’s can afford

debt expenses debt education

Source: Bankrate, July 19, 2023 (categories not shown include "something else" and "don't know")
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Saving for College: 529 Plan vs. Roth IRA

529 plans were created in 1996 to give families a
tax-advantaged way to save for college. Roth IRAs
were created a year later to give people another
tax-advantaged way to save for retirement. Along the
way, some parents began using Roth IRAs as a
college savings tool. And now, starting in 2024, extra
funds in a 529 plan can be rolled over to a Roth IRA
for the same beneficiary. Here's how the two options
compare in a few key areas.

Contribution rules

529 plan: Anyone can open a 529 account. In 2024,
individuals can contribute up to $18,000 ($36,000 for
married couples) without triggering gift tax
implications. And under a special accelerated gifting
rule unigue to 529 plans, individuals can make a lump
sum contribution in 2024 up to $90,000 ($180,000 for
married couples) with no gift tax implications if they
elect to spread the gift over five years. Lifetime
contribution limits for 529 plans are high — most plans
have lifetime limits of $350,000 and up (limits vary by
state).

Roth IRA: Not everyone can contribute to a Roth IRA.
In 2024, single filers must have a modified adjusted
gross income (MAGI) of $146,000 or less and joint
filers must have a MAGI of $230,000 or less. (A partial
contribution is allowed for single filers with a MAGI
between $146,000 and $161,000, and joint filers with a
MAGI between $230,000 and $240,000.) In 2024, the
annual contribution limit is $7,000 ($8,000 for people
age 50 and older).

529 Plan Snapshot (2023)

15.5 million $447 billion $23,725 \
Total number Total assets Average balance
of accounts

Source: ISS Market Intelligence, 529 Market Highlights, Q4 2023

Tax benefits

529 plan: Earnings in a 529 account accumulate
tax-deferred and are tax-free when withdrawn if funds
are used to pay the beneficiary's qualified education
expenses, a broad term that includes tuition, fees,
housing, food, and books. States generally follow this
tax treatment, and some states may offer a tax
deduction for 529 contributions. If funds in a 529
account are used for a non-qualified expense, the
earnings portion of the withdrawal is subject to income
tax and a 10% federal penalty.

Roth IRA: Earnings in a Roth IRA also accumulate
tax-deferred and are tax-free if a distribution is
gualified. A distribution is qualified if a five-year holding
period is met and the distribution is made: (1) after age
59%%, (2) due to a qualifying disability, (3) to pay certain
first-time home buyer expenses, or (4) to your
beneficiary after your death. If your distribution isn't
gualified, the earnings portion of the withdrawal is
subject to income tax and, if you're younger than 59%,
a 10% early withdrawal penalty (unless an exception
applies). One exception to this penalty is when the
withdrawal is used to pay college expenses.

So, your age is key. Once you've met both the age
59% and five-year holding requirements, money
withdrawn from your Roth IRA to pay college
expenses is tax-free. But even though withdrawing
funds before age 59%: for college expenses won't
trigger an early withdrawal penalty, you may owe
income tax on the earnings. (Nonqualified distributions
draw out contributions first and earnings last, so you
could withdraw up to the amount of your contributions
and not owe income tax.)

Investment options and flexibility

529 plan: You're limited to the investment options
offered by the 529 plan. Plans typically offer a range of
static and age-based portfolios (where the underlying
investments automatically become more conservative
as the beneficiary gets closer to college) with varying
levels of risk, fees, and management goals. If you're
unhappy with the investment performance of the
options you've chosen, you can change the investment
options on your current contributions only twice per
year, per federal law.

Roth IRA: With a Roth IRA, you generally can choose
from a wide range of investments, and you can
typically buy and sell investments whenever you like
(usually incurring transaction costs and fees), so they
offer a lot of flexibility.

There are generally fees and expenses associated
with investing in a 529 plan, as well as the risk that
investments may lose money or not perform well
enough to cover college costs as anticipated. The tax
implications of a 529 plan can vary from state to state
and should be discussed with a legal and/or tax
professional. States offering their own 529 plans may
provide their residents and taxpayers with exclusive
advantages and benefits, which may include financial
aid, scholarship funds, and protection from creditors.
Before investing in a 529 plan, consider the investment
objectives, risks, charges, expenses, investment
options, underlying investments, and the investment
company, which are available in the official disclosure
statement and applicable prospectuses. Contact your
financial professional to obtain a copy.
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A Pension Strategy that May Boost Your Income

If you participate in a traditional pension plan (also
known as a defined benefit plan), your plan may offer
several payout options including "qualified joint and
survivor annuity" (QJSA) if you are married. A QJSA is
an annuity that pays a dollar amount (usually monthly)
for the rest of your life, with at least 50% of that
amount continuing to your spouse after your death.
However, if your spouse consents in writing, you can
waive the QJSA and elect instead to receive a
single-life annuity. With a single-life annuity, payments
are made over your lifetime but stop upon your death.
For example, if you receive just one payment after
retirement and then die, the single-life annuity would
end, and the plan would make no further payments.

Why elect a single-life option instead of the
QJSA?

The single-life annuity generally pays a significantly
larger pension benefit than the QJSA. That's because
the payments are designed to last for one lifetime
instead of two. Pension plan participants who want to
maximize their monthly retirement income are often
tempted to choose the single-life annuity for this
reason. However, most pensioners are also concerned
about providing for their spouses if they should die
first.

What is pension maximization?

Pension maximization is a strategy that may help solve
this dilemma. The way it works is that your spouse
waives the QJSA and you elect the single-life annuity.
You then use the additional pension income to
purchase insurance on your life, with your spouse
named as beneficiary. If you die first, the pension
payments will stop, but your spouse will receive the life
insurance death proceeds free from federal income
tax. The idea is that by coupling the larger pension
payments with the purchase of a life insurance policy
on your life, you may be able to increase your total
income during retirement, while also providing for your
spouse's financial future if you die first.

Is pension maximization right for you?
There are a number of factors to consider. Are you
insurable? If not, pension maximization is not a viable
strategy. How much will the life insurance cost? (If you
are relatively young and in good health, the insurance
premiums may be much more affordable than if you
are older and/or in poor health.) How much more does
the single-life annuity pay than the QJSA? The larger
the benefits under the single-life annuity, the more life
insurance you'll probably want to buy. (Also make sure
to factor in any cost-of-living adjustment the pension
plan may provide when analyzing your payment
options.) How healthy is your spouse, and what is
his/her life expectancy?

Advantages and Disadvantages of Pension
Maximization

Advantages:
« Increased retirement income potential

«  More flexibility and control

¢

«  May provide assets for your heirs and
beneficiaries

Disadvantages:
«  Cost of life insurance
Income from life insurance may be insufficient
Life insurance policy could lapse

Are there income tax considerations?

The monthly retirement benefits you and your spouse
receive from your pension are generally treated as
taxable income, subject to federal (and possibly state
and local) income tax. This is true regardless of
whether you elect a single-life annuity payout or a
QJSA. However, since the pension benefits are larger
with a single-life annuity, electing that payout option
will increase your taxable income during retirement. If
you elect the QJSA payout, when the first spouse dies,
the pension payout to the survivor will be included in
the survivor's taxable income.

If you instead use the pension maximization strategy
and die before your spouse, the life insurance death
benefits will not be included in your surviving spouse's
taxable income, because life insurance death benefits
generally pass free from income tax to the beneficiary
of the policy. Any earnings from investments of the life
insurance proceeds by your surviving spouse (e.g.,
interest, dividends, and capital gains) may generally
be included in your spouse's taxable income.

The pension maximization strategy is not for everyone,
but it could be worth considering as you and your
spouse evaluate your pension benefit options. (Note:
Any guarantees associated with payment of death
benefits, income options, or rates of return are based
on the financial strength and claims-paying ability of
the insurer. Policy loans and withdrawals will reduce
the policy's cash value and death benefit.)

Caution: While life insurance proceeds are generally
free from income tax to the beneficiary, estate taxes
are another matter. If this is a concern, you should
consult a qualified estate planning attorney for
appropriate strategies.

Be sure to seek qualified professional guidance, since
choosing a pension payout option and life insurance
coverage can be complex and will impact both your
financial future and your spouse's.
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Birthday Benefits Quiz

Remember when you turned 16 and rushed to get your
driver's license? Or earned the right to vote at 18 and
enjoyed the privileges and responsibilities of adulthood
at 21? There aren't many legal changes associated
with birthdays after that until you turn 50, and then
there are plenty.

Can you match these ages to the related federal
benefits and tax responsibilities? One age will be used
twice.

50 55 59%2 62 65 67 70 73 75

____1. Eligible for full Social Security benefits for those
born in 1960 or later

2. Earliest age to make catch-up contributions to a
traditional IRA or an employer-sponsored retirement
plan

____ 3. Eligible for maximum Social Security benefit

____ 4. Must begin taking required minimum
distributions from most tax-deferred retirement plans,
for those born from 1951 to 1959

____ 5. Eligible to enroll in Medicare

6. Earliest age to make catch-up contributions to a
health savings account

____ 7. Earliest eligibility age to begin taking reduced
Social Security worker benefits

8. Must begin taking required minimum
distributions from most tax-deferred retirement plans,
for those born in 1960 or later

____ 9. Eligible to withdraw money from a tax-deferred
IRA or employer-sponsored retirement plan (for most
employees) without incurring a 10% federal tax penalty

____10. Eligible to withdraw money from a tax-deferred
employer-sponsored retirement plan without incurring
a 10% federal tax penalty, for an employee who
separates from service with the employer

For further information, visit irs.gov, socialsecurity.qov,
and medicare.gov.

Answers

1.67;2.50; 3.70; 4. 73; 5. 65; 6. 55; 7. 62; 8. 75; 9.
59%; 10. 55 (50 or after 25 years of service for
qualified public safety employees)

This information, developed by an independent third party, has been obtained from sources considered to be reliable, but Raymond

James Financial Services, Inc. does not guarantee that the foregoing material is accurate or complete. This information is not a complete
summary or statement of all available data necessary for making an investment decision and does not constitute a recommendation. The
information contained in this report does not purport to be a complete description of the securities, markets, or developments referred to in
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Raymond James Financial Services, Inc. does not provide advice on tax, legal or mortgage issues. These matters should be discussed
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