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Lightning Slinger is the nickname for
the railroad telegraph operator. This
section has news from the office.

Emeralds are a name given to the
green lights along the tracks letting
the engineer know it safe to proceed.
This section has news from the
home front.

The Lightning Slinger

I know the Coronavirus has been big news
lately and I hope the information I have emailed
recently has given perspective on the situation.
Several of you have sent kind words in
response to these emails and I appreciate your
feedback. I’m currently going through the
portfolio models and updating them as needed.
This update isn’t in response to the virus, it’s
just time for the review. This update involves
ensuring the investments are appropriate for
the model and replacing those that don’t meet
the selection criteria anymore. It also involves
ensuring the allocation for each the model is
appropriate for its risk profile. I am currently
working on a new method to manage models
that is too complicated to explain here. More to
come…

We have been reviewing beneficiary
designations on investment accounts as part of
our 2020 reviews. Beneficiary designations are
set-up on retirement accounts when the
account is opened, but sometimes things
change, and we want to keep your accounts up
to date. We also look at whether a Transfer On
Death (TOD) agreement needs to be in place
on non-IRA accounts. A TOD is an estate
planning tool that may make administrating
your estate easier.

Account reviews and financial plan progress
reports are based upon the anniversary of
when your accounts were opened and the
interval (quarterly, semi-annual, etc.) is based
upon your comfort level. If we are meeting too
often, or not often enough, please let us know
so the interval can be adjusted. Our goal is to
meet (or exceed) your expectations.

Iron Horse Wealth Strategies has its own
Facebook, LinkedIn, and Twitter accounts. The
information is duplicated on all three, so you
only need to link to one to get the information
we share. Many of the posts are finance
related, but there are also posts on retirement,
estate planning, travel, dining, and other topics
tool. Check it out and see if it’s something
useful to you. I would appreciate any feedback
you care to share.

Emeralds

Our daughter Lindsey went back to work on
Monday, February 10th after her maternity
leave. Her school kids were glad to have their
teacher back. This also meant that Mimi (Suki)
took on the responsibility of nanny during the
day for our granddaughter Saffie. Suki says she
is physically tired at the end of the day, but her
spiritual and emotional tanks are full. Saffie is
doing great and is remarkably alert. We have a
tummy time mat for her and she will play for
about 30 minutes looking at the flashing lights
and kicking at the toys that hang overhead.

I’m just about finished rewriting the college
course that I am Subject Matter Expert (SME)
for at Liberty University. My course is titled
BUSI 352 – Financial and Retirement Planning.
I have created a new test bank (hundreds of
questions), six new narrated presentations, and
a new case study for students. It has been a lot
of work, but it keeps my financial planning skills
sharp. This is my sixth-year teaching for
Liberty.

If you’re a Facebook user, feel free to send me
a friend request. My personal account doesn’t
have any business information or talk about
financial stuff and I don’t get into political
commentaries or high drama topics either.
What you will find are pictures and stories of my
family (mostly Saffie recently), a new “Hey
Lindsey” dad joke every Wednesday and
Saturday, a little college football trash talk
(seasonal offering), and a few odds and ends I
find amusing.

Until next month,

Rick
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Is It Time to Review Your IRA Estate Planning Strategies?
The Setting Every Community Up for
Retirement Enhancement (SECURE) Act,
which was passed in December 2019 as part of
a larger federal spending package, included a
provision that warrants special attention from
those who own high-value IRAs. Specifically,
the "stretch" IRA provision — which permitted
nonspouse beneficiaries who inherited IRAs to
spread distributions over their lifetimes — has
been substantially restricted. IRA owners may
want to revisit their estate planning strategies to
help prevent their heirs from getting hit with
higher-than-expected tax bills.

The old "stretch" rules
Under the old rules, a nonspouse beneficiary
who inherited IRA assets was required to begin
minimum distributions within a certain time
frame. Annual distributions could be calculated
based on the beneficiary's life expectancy. This
ability to spread out taxable distributions over a
lifetime helped minimize the annual tax burden
on the beneficiary. In the past, individuals could
use this stretch IRA strategy to allow large IRAs
to continue benefiting from potential
tax-deferred growth for possibly decades.

Example: Consider the hypothetical case of
Margaret, a single, 52-year-old banking
executive who inherited a million-dollar IRA
from her 85-year-old father. Margaret had to
begin taking required minimum distributions
(RMDs) from her father's IRA by December 31
of the year following her father's death. She
was able to base the annual distribution amount
on her life expectancy of 32.3 years. Since she
didn't really need the money, she took only the
minimum amount required each year, allowing
the account to continue growing. Upon
Margaret's death at age 70, the remaining
assets passed to her 40-year-old son, who then
continued taking distributions over the
remaining 13.3 years of Margaret's life
expectancy. The account was able to continue
growing for many years.

The new rules
As of January 2020, the rules for inherited IRAs
changed dramatically for most nonspouse
beneficiaries.1 Now they generally are required
to liquidate the account within 10 years of the
account owner's death. This shorter distribution
period could result in unanticipated and
potentially large tax bills for high-value inherited
IRAs.

Example: Under the new rules, Margaret would
have to empty the account, in whatever
amounts she chooses, within 10 years. Since
she stands to earn her highest-ever salaries
during that time frame, the distributions could

push her into the highest tax bracket at both the
federal and state levels. Because the account
funds would be depleted after 10 years, they
would not eventually pass to her son, and her
tax obligations in the decade leading up to her
retirement would be much higher than she
anticipated.

Notable exceptions
The new rule specifically affects most
nonspouse designated beneficiaries who are
more than 10 years younger than the original
account owner. However, key exceptions apply
to those who are known as "eligible designated
beneficiaries" — a spouse or minor child of the
account owner; those who are not more than 10
years younger than the account owner (such as
a close-in-age sibling or other relative); and
disabled and chronically ill individuals, as
defined by the IRS. The 10-year distribution
rule will also apply once a child beneficiary
reaches the age of majority and when a
successor beneficiary inherits account funds
from an initial eligible designated beneficiary.

A word about trusts
In the past, individuals with high-value IRAs
have often used what's known as conduit — or
"pass-through" — trusts to manage the
distribution of inherited IRA assets. The trusts
helped protect the assets from creditors and
helped ensure that beneficiaries didn't spend
down their inheritances too quickly. However,
conduit trusts are now subject to the same
10-year liquidation requirements, so the new
rules may render null and void some of the
original reasons the trusts were established.

What can IRA account owners do?
IRA account owners should review their
beneficiary designations with their financial or
tax professional and consider how the new
rules may affect inheritances and taxes. Any
strategies that include trusts as beneficiaries
should be considered especially carefully.
Other strategies account owners may want to
consider include converting traditional IRAs to
Roths; bringing life insurance, charitable
remainder trusts, or accumulation trusts into the
mix; and planning for qualified charitable
distributions.
1 For account owners who died prior to December 31,
2019, the old rules apply to the initial beneficiary only
(i.e., successor beneficiaries will be subject to the
10-year rule).

The SECURE Act ushered in
changes that may have a
dramatic impact on IRA
estate planning strategies.
Account owners may want
to review their plans with
their financial professionals.

There are costs and
ongoing expenses
associated with the creation
and maintenance of trusts.
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Spring Cleaning Your Way to Better Finances
Spring is a good time to clean out the cobwebs,
and not just in your home or apartment. Your
personal finances can benefit from a good
spring cleaning, too. Here are some questions
to ask yourself regarding your budget, debt,
and taxes.

Is there room in my budget to save
more?
A budget is the centerpiece of any good
personal financial plan. After tallying your
monthly income and expenses, you hopefully
have money left over to save. But... is there
room to save even more? Review your budget
again with a fine-tooth comb to see if you might
be able to save an additional $25, $50, $100, or
$200 per month. Small amounts can add up
over time. If you participate in a workplace
retirement plan, you might not even notice your
slightly smaller paycheck after you increase
your contribution amount.

If your expenses are running neck and neck
with your income, try to cut back on
discretionary spending. If that's not enough,
look for ways to lower your fixed costs or
explore ways to increase your current income.
Budgeting software and/or smartphone apps
can help you analyze your spending patterns
and track your savings progress.

Do I have a strategy to reduce debt?
When it comes to your personal finances,
reducing debt should always be a priority.
Whether you have debt from student loans,
credit cards, auto loans, or a mortgage, have a
plan to pay down your debt as quickly as
possible. Here are some tips.

• Credit cards. Keep track of your credit card
balances and be aware of interest rates and
hidden fees; manage your payments so you
avoid late fees; pay off high-interest debt first;
and avoid charging more than you can pay off
at the end of each billing cycle.

• Student loans. Are you a candidate for
income-based repayment? You can learn
more at the Federal Student Aid website.

• Additional payments. Making additional
loan payments above and beyond your
regular loan payments (or the minimum
payment due on credit cards) can reduce the
length of your loan and the total interest paid.
Online calculators can help you see the
impact of making additional payments. For
example, if you're halfway through a 30-year,
$250,000 mortgage with a fixed 4.5% interest
rate, an additional principal payment of $150
a month can shave two years off your
mortgage. An extra $250 a month can shave
off three years!

• Refinancing. If you currently have consumer
loans, such as a mortgage or auto loan, take
a look at your interest rate. If you're paying a
higher-than-average interest rate, you may
want to consider refinancing. Refinancing to a
lower interest rate can result in lower monthly
payments and potentially less interest paid
over the loan's term. Keep in mind that
refinancing often involves its own costs (e.g.,
points and closing costs for mortgage loans),
and you should factor these into your
calculation of how much refinancing might
save you.

• Loan consolidation. Loan consolidation
involves combining individual loans into one
larger loan, allowing you to make only one
monthly payment instead of many.
Consolidating your loans has several
advantages, including saving you time on bill
paying and record keeping and making it
easier for you to visualize paying down your
debt. In addition, you may be able to get a
lower interest rate.

• Paying down debt vs. investing. To decide
whether it's smarter to pay down debt or
invest, compare the anticipated rate of return
on your investment with the interest rate you
pay on your debt. If you would earn less on
your investment than you would pay in
interest on your debt, then using your extra
cash to pay off debt may be the smarter
choice. For example, let's say you have
$2,000 in an account that earns 1% per year.
Meanwhile, you have a credit card balance of
$2,000 that incurs annual interest at a rate of
17%. Over the course of a year, your savings
account earns $20 interest while your credit
card costs you $340 in interest. So paying off
your credit card debt first may be the better
choice.

Do my taxes need some fine-tuning?
Spring also means the end of the tax filing
season. You might ask yourself the following
questions:

• Am I getting a large tax refund or will I owe
taxes? In either case, you may want to adjust
the amount of federal or state income tax
withheld from your paycheck by filing a new
Form W-4 with your employer.

• What else can I learn from my tax return?
Now is also a good time to assess tax
planning opportunities for the coming year,
when you still have many months left to
implement any strategy. You can use last
year's tax return as a reference point, then
make any anticipated adjustments to your
income and deductions for the coming year.

When it comes to your
personal finances, reducing
debt should always be a
priority.

All investing involves risk,
including the possible loss
of principal, and there is no
guarantee that any
investment strategy will be
successful.
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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 this material. This information is not
intended as a solicitation or an offer to buy or
sell any security referred to herein.
Investments mentioned may not be suitable
for all investors. The material is general in
nature. Past performance may not be
indicative of future results. Raymond James
Financial Services, Inc. does not provide
advice on tax, legal or mortgage issues.
These matters should be discussed with the
appropriate professional.

Iron Horse Wealth Strategies is not a
registered broker/dealer and is independent
of Raymond James Financial Services, Inc.,
member FINRA / SIPC. Securities offered
through Raymond James Financial Services,
Inc., member FINRA / SIPC. Investment
advisory services offered through Raymond
James Financial Services Advisors, Inc.

Do I need to purchase flood insurance even if I don't
live in a high-risk area for floods?
It depends. Powerful storms,
inadequate drainage, melting
snow, and hurricanes can all
cause serious flooding

damage, even if you don't live in a high-risk
flood area. According to the National Flood
Insurance Program (NFIP), approximately 20%
of all flood insurance claims come from areas
outside high-risk flood zones. Since standard
homeowners insurance generally does not
cover damage directly caused by flooding, you
may want to consider purchasing flood
insurance, especially if you live in an area of
the country that is prone to severe weather
systems that could result in flood damage to
your home.

If you plan on purchasing flood insurance, it is
important to note that you can't simply buy flood
insurance as an endorsement to your current
homeowners policy. Instead, if eligible, you can
purchase a separate flood insurance policy
through an insurance company that participates
in the NFIP.

A flood insurance policy can provide flood
protection for both your home and its contents.
You can purchase up to $250,000 of coverage
for the building itself and up to $100,000 of
coverage for the contents. If the value of your
home exceeds the amount available through
the federal program, you may be able to buy
excess flood insurance through a private
insurer. Excess flood insurance covers
amounts above the $250,000 federal limit and,
unlike NFIP coverage, may cover your home for
its full replacement cost.

Keep in mind that even though flood insurance
offers some degree of protection for
flood-related basement damage, it doesn't
cover all types of damage. It also doesn't cover
events such as seepage or failure of a sump
pump and damage caused by sewer backups
unless it is directly related to a flood. For more
information on flood insurance, visit
floodsmart.gov.

How can I avoid becoming a victim of a social
engineering scam?
Imagine that you receive an
email with an urgent message
asking you to verify your
banking information by clicking

on a link. Or perhaps you get an enticing text
message claiming that you've won a free
vacation to the destination of your choice — all
you have to do is click on a link you were sent.
In both scenarios, clicking on the link can
accidentally result in revealing your sensitive
personal and financial information to a
cybercriminal.

In a social engineering scam, a cybercriminal
psychologically manipulates victims into
divulging sensitive information. Cybercriminals
"engineer" believable scenarios designed to
evoke an emotional response (curiosity, fear,
empathy, or excitement) from their victims. As a
result, people often react without thinking first
due to curiosity or concern about the message
that was sent. Since social engineering scams
appear in many forms and appeal to a variety of
emotions, they can be especially difficult to
identify.

Fortunately, there are steps you can take to
protect yourself from a social engineering
scam:

• If you receive a message conveying a sense
of urgency, slow down and read it carefully
before reacting. Don't click on suspicious or
unfamiliar links in emails, text messages, and
instant messaging services.

• Never download email attachments unless
you can verify that the sender is legitimate.
Similarly, don't send money to an email that
requests charitable help unless you can
follow up directly with the organization.

• Be wary of unsolicited messages. If you get
an email or a text that asks you for financial
information or passwords, do not reply, delete
it.

• Remember that social engineering scams can
also be used over the phone. Use healthy
skepticism when you receive phone calls that
demand money or request sensitive personal
and financial information.
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