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You've Received an Inheritance, Now What?

If you've recently received an inheritance, you may be facing many important decisions. Receiving an
inheritance might promote spending without planning, but don't make any hasty decisions. Here are some
suggestions that could help you manage your inheritance.

Identify a Team of Trusted Professionals

Tax laws can be complicated, so you might want to consult with professionals who are familiar with assets
that transfer at death. These professionals may include an attorney, an accountant, and a financial and/or
insurance professional.

Consider Tax Consequences

While you might not owe income taxes on the assets you inherit, your income tax liability may eventually
increase, particularly if the assets you inherit generate taxable income. For instance, distributions you receive
from inherited tax-qualified plans such as 401(k)s or IRAs will likely increase your taxable income.

Also, your inheritance may increase the size of your estate to the point where it could be subject to state
and/or federal transfer (estate) taxes at your death. You might need to consider ways to help reduce these
potential taxes.

How You Receive Your Inheritance Makes a Difference

Your inheritance may be received through a trust, in which case you'll receive distributions according to the
terms of the trust. You might not have total control over your inheritance as you would if you inherited the
assets outright. If you inherit assets through a trust, it's important that you familiarize yourself with the trust
document and the terms under which you are to receive trust distributions.

Develop a Financial Plan

Consider your future needs and how long you want your wealth to last. It's a good idea to take some time
after inheriting money to formulate a financial plan. You'll want to consider your current lifestyle and your
future needs, then formulate a financial strategy to meet short- and long-term goals.

Evaluate Your Estate Plan

Depending on the value of your inheritance, it may be appropriate to re-evaluate your estate plan. Estate
planning involves conserving your money and putting it to work so that it best fulfills your goals. It also means
helping reduce your exposure to potential taxes and possibly creating a comfortable financial future for your
family and other intended beneficiaries.
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Coming in 2024: New 529 Plan-to-Roth IRA Rollover Option

In December 2022, Congress passed the SECURE 2.0
Act. It introduced two new rules relating to 529 plans
and student debt that will take effect in 2024.

The first provision allows for tax- and penalty-free
rollovers from a 529 plan to a Roth IRA. The second
provision allows student loan payments made by
employees to qualify for employer retirement matching
contributions.

529 Plan to Roth IRA Rollover
529 plans are tax-advantaged savings accounts
specifically geared to saving for college. In an effort to
broaden their flexibility in situations where families have
extra funds in an account, Congress created a new
rollover option. Starting in 2024, 529 plan beneficiaries
can roll over up to $35,000 to a Roth IRA over their
lifetime. Here are the specific rules:

e Any rollover is subject to annual Roth IRA
contribution limits, so a beneficiary can't roll over
$35,000 all at once. For example, in 2023, the Roth
IRA contribution limit is $6,500 (for people under
age 50) or earned income, whichever is less. If the
limit remains the same in 2024, a beneficiary would
be able to roll over up to $6,500.

e In order for the rollover to be tax- and penalty-free,
the 529 plan must have been open for at least 15
years. If the 529 account owner (typically a parent)
changes the beneficiary of the 529 plan at any point,
this could potentially restart the 15-year clock.

o Contributions to a 529 plan made within five years of
the rollover date can't be rolled over — only 529
contributions made outside of the five-year window
can be rolled over to the Roth IRA. For more
information on determining the date of
contributions, contact the 529 plan manager.

Example: Kate opens a 529 account for her son Joe
when he is three years old. Kate contributes to the
account for 15 years. At age 18, Joe enters college.
Kate continues to contribute to the account while Joe is
in college. Joe graduates, and there is money left over
in the 529 account. Because the account has been
open for at least 15 years, Joe is eligible to roll over
funds from the 529 account to a Roth IRA in his name.
He can roll over an amount up to the annual Roth IRA
contribution limit, provided he doesn't transfer any

contributions made to the 529 account in the past five
years. Joe can continue rolling over funds from the 529
plan to the Roth IRA (consecutive years or intermittent
years) until he has reached the $35,000 lifetime limit.
Number of 529 college savings plan accounts, 2018—
2022, in millions
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Student Loan Payments Can Qualify for
Employer Retirement Match

Employees with student debt often have to prioritize
repaying their loans over contributing to their workplace
retirement plan, which can mean missing out on any
potential employer retirement matching contributions.
Starting in 2024, the SECURE 2.0 Act gives employers
the option to treat an employee's student loan
payments as payments made to a qualified retirement
plan (student loan payments will be considered an
"elective deferral”), which would make those
contributions eligible for an employer retirement match
(if an employer offers this benefit).

There are generally fees and expenses associated with
participation in a 529 plan. There is also the risk that the
investments may lose money or not perform well enough to
cover college costs as anticipated. The tax implications of a 529
plan should be discussed with your legal and/or tax
professionals because they can vary significantly from state to
state. Most states offering their own 529 plans may provide
advantages and benefits exclusively for their residents and
taxpayers, which may include financial aid, scholarship funds,
and protection from creditors. Before investing in a 529 plan,
consider the investment objectives, risks, charges, and
expenses, which are available in the issuer's official statement
and should be read carefully. The official disclosure statements
and applicable prospectuses, which contain this and other
information about the investment options, underlying
investments, and investment company, can be obtained by
contacting your financial professional.




Four Key Objectives of a Sound Retirement Plan

A sound retirement plan should be based on your
particular circumstances. No one strategy is suitable
for everyone. Once you're retired, your income plan
should strive to address four basic objectives: earn a
reasonable rate of return, manage the risk of loss,
maintain a source of sustainable and predictable
income, and reduce the impact of taxes.

Earn a Reasonable Rate of Return

Your retirement savings portfolio will likely be used to
provide at least a portion of your income throughout
retirement. The overall goal is to maintain an amount
that produces the necessary income each year. This
requires accounting for the rising costs of goods and
services (including health-care expenses); identifying
your budgetary needs and wants; estimating how
long you'll expect retirement to last; and factoring in
Social Security and other income sources. It also
requires estimating a rate of return you'll need to earn
on your portfolio and then putting together an
investment strategy to pursue that target rate.

If you have enough savings to meet your retirement
needs, you'll want to maintain that level of savings
throughout your retirement years. That's why it's
important to strive for a realistic rate of return on
those savings. Of course, determining a reasonable
rate of return depends on your individual
circumstances and goals.

Manage Risk of Loss

If you have sufficient savings to meet your retirement
needs and goals, you'll want to protect those savings
and reduce the risk of loss due to sudden market
corrections and volatility. The goal is to reduce
investment risk and preserve savings. A reduction in
savings due to a market downturn could require you
to sacrifice important retirement goals and reduce
retirement income.

Maintaining a sustainable income in retirement is
important for many reasons. You'll want sufficient
income to meet your retirement expenses. It is also
important that your income is not negatively impacted

by downturns in the market. And you'll want your income to
last as long as you do.

A Few Words About Retirement

In a recent survey, retirees ages 40 to 74 were asked to
choose from a list of words and short phrases to describe their
feelings about retirement. The good news is that most had
positive feelings.
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Bored Isolated Lacking purpose Lonely

Source: AARP, 2022 (multiple responses allowed)

Reduce the Impact of Taxes on Retirement Income
Taxes can cut into your retirement income if you don't plan
properly. Many of us think our tax rate will be lower in
retirement compared to our working years, but that is often not
the case. For instance, we may no longer have all of the tax
deductions in retirement that we had while working. In
addition, taxes may increase in the future, potentially taking a
bigger chunk out of your retirement income. So it's important
to create a tax-efficient retirement.

Your retirement plan should be suited to your particular
situation. However, these four objectives are often part of a
sound retirement plan. A financial professional may be able to
help you to earn a reasonable rate of return, manage risk of
loss, create and maintain predictable retirement income, and
reduce the impact of taxes on that income. There is no
guarantee that working with a financial professional will
improve investment results.
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What Real People Think About Artificial Intelligence

When U.S. adults were asked about the expanding presence of artificial intelligence (Al) technology in dalily life,
38% said they were more concerned than excited, while just 15% were more excited. Many people were still on
the fence, as 46% felt equally concerned and excited about the life-changing potential of Al.

Among those who were more concerned, percentage who said the following was the main reason

Q.;s of human jobs 19%) (‘IG% Surveillance, hacking, digital pri\ﬁz)

8% Al will get too powerful, outsmarting pecﬂi)

Qa)c/kof human connection/qualities 12%

People misusing Al 8% ) (7% People becoming too reliant on Al
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‘ ' 3% Don’t trust Al/organizations using it

Source: Pew Research Center, 2022-2023
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