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Challenges can be different for women planning for retirement
than those facing male counterparts. The phenomenon of women
envisioning themselves as elderly “bag ladies” 1is based in very
realistic concerns. But with proactive planning, beginning in
early adulthood, women can take control and realistically
envision economic security for their retirements.

A persistent wage gap in many fields has put women at a
disadvantage in several ways: Because women earn less, women
generally have less they can set aside for retirement after
paying current living expenses during the accumulation years
(when in the workforce). According to 2021 data on Payscale.com
“The average amount of money earned by women throughout their
career 1is $850,000 less than that of men.”

Compounding the disadvantage, women spend a greater amount of
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time out of the work force, typically related to child and other
family care roles. On average, women spend 44% of their adult
life out of the workforce compared to 28% for men. This can
significantly add to women’s disadvantage at saving to prepare
for retirement years, as well as exacerbating their diminished
social security participation.

According to Brookings.edu (July 2020) How does gender equality
affect women in retirement?

Caregiving provided during women’s 20s and 30s, when careers are
formed and when age-earnings profiles are relatively steep,
creates career-long earning losses. One study found that a woman
with one child earns 28 percent less on average over her career
than a woman without children, partially as a result of time out
of the work force. (In sharp contrast, becoming a father
typically does not reduce a man’s earnings.) Each additional
child reduces average women'’s earnings by another 3 percent.
Women are also more likely than men to care for their aging
parents—a responsibility that predominantly falls on women over
the age of 50.

People who leave the labor force early to care for a parent or
other elderly relative lose an average of $142,000 in wages.

The wage gap and time out of the work force also results in
women generally earning a lower social security benefit than
male counterparts. In 2019, the average annual Social Security
income received by women 65 years and older was $13,505 compared
to $17,374 for men.

Moreover, women tend to live longer than men and thus rely on
their retirement wealth for a longer period of time. In 2020,
average life expectancy at age 65 is 21.1 years for women and
18.6 years for men..As a result, for a given level of retirement
wealth at age 65, women can afford to consume about 7 percent
less per year than men to make those resources last as long as



they do, according to the Brookings report.

Women fear outliving their spouses. Given greater longevity,
that is not surprising They also fear outliving their financial
resources.

What can women do to address these issues while a wage gap
persists, time out of the workforce and relative longevity
impair their ability to earn and build for as secure a
retirement as men?

Women tend to put off building a relationship with a financial
advisor or delegate that activity to a partner or spouse. Rather
than wait until they are in their 40’'s or 50's, women should
begin discussing their own retirement planning in their 30’'s, to
gain a realistic picture of what they can do to plan for
retirement. The value of compounded earnings over time add value
exponentially to saving early in one’s working years, and a
financial advisor can help increase this understanding.

A financial advisor who understands these issues and who also
can empathize with what it feels like to have these financial
challenges can help to increase financial literacy to empower
the kind of decision making that can support more secure
retirements.

Working with an advisor to build a plan as early as possible,
fine-tuning that plan as the years go by while intentionally
saving for retirement can set women on a path to secure
retirement, and eliminate the imagined “Bag Lady” for good.
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More people in the US are involved in the stock markets than
ever before. If you have any retirement plan assets, like an IRA
or a 401(k), chances are you have investments. For a growing
number of investors, considering the impact of the companies in
which they are investing is becoming a priority in selecting
stock, mutual and exchange-traded funds to include in their
portfolios and retirement accounts.

ESG investing involves a strategqgy that takes
environmental, governance and social issues of companies and
their impact into account. Sometimes also referred to as “SRI”
or Socially Responsible Investing, the use of this strategy has
grown significantly over the last several decades to not just
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screen out “bad actors” like fossil fuels, gambling, defense
industry and alcohol, but to include in mutual and exchange
traded funds and investor portfolios companies creating more
diverse boards and C-suite leadership, environmentally friendly
policies, operations and progressive workplace conditions.

There is a growing list of mutual and exchange-traded funds with
the ESG focus, a trend that has been developing for more than 30
years. But the past 4 years and most recently the pandemic has
accelerated their growth exponentially. According to the Banking
Exchange on February 2, 2021 Bank of America’s ESG Matters —
Quant Edge recently reported that additional investments 1in
sustainable investment strategies in 2020 reached $255 billion,
a new record. The report went on to say that 1,866 ESG equity
funds saw inflows in 2020 of $194 billion, compared to $186 in
outflows from other global equity funds. In other words, the
additional amounts invested in ESG funds exceeded the funds
taken out of non-ESG funds.

The article reported 141 new ESG funds were launched in 2020,
most of them in Europe. In the fixed-income space, there was
also significant growth: ESG bonds issued in 2020 exceeded $500
billion for the first time. Bank of America also reported that
thus far 2021 is showing stronger inflow momentum for
sustainable products, with global ESG funds experiencing $24
billion in inflows, one and a half times the pace of 2020.

Why all the increased investments in these types of offerings?
One theory was cited as “..regulatory changes coming to the EU
and a new presidential administration in the US” seeking to
tackle climate change and address social change.

In a January 6, 2021 article on Livemint, the ESG inflows in
2020 were compared to inflows of $63.34 billion 2019 with
“conscious investing” a key theme of 2021. They cited a
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BlackRock survey from December 2020 showing investors with $25
trillion in assets planning to double their ESG assets in the
next five years. Climate-related risks were a top concern for
88% of those 425 investors responding from 27 countries.

A December 14, 2020 article in Forbes Why Socially Responsible
Investing Is Likely to Gain Momentum Under Biden noted that
sustainable investing has had more growth over the last four
years than the previous 12, in part because US voters perceived
the need to support endeavors that could positively address
climate change and social issues if government was not so
inclined. The article went on to say that the growth in
sustainable investing now means that in one out of three
investing dollars are being invested in this manner.

In addition to more investment activity increasing the amount of
funds that have a socially-conscious approach, these investments
outperformed their peers that do not have an SRI or ESG
strategy. Bank of America’s analysis revealed that 65% of ESG
indices outperformed equivalent traditional benchmarks in 2020.
The outperformance of many tech stocks in 2020 as the pandemic
drove innovation and demand while fossil fuel companies suffered
from the continued growth of alternatives and reduced demand
supported this relative outperformance, and could continue as a
tailwind as the world emerges from the pandemic economy with a
renewed emphasis on climate change awareness.

Ask your financial advisor about the options available for ESG
investing that would suit your particular situation. You may
find that the ESG strategy could support a plan of doing well,
while doing good.
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Women and the Pandemic:
Planning for a Healthy
Financial Future

Over the past year, we've all felt the effects of the
coronavirus pandemic in one way or another. But, as the job
losses and unemployment numbers tell us, it'’s staggeringly clear
that women—-particularly women of <color—have been
disproportionately affected. Women have lost or scaled back
their careers, with their labor force participation now at a 30-
year low. At the same time, their responsibilities in terms of
child care and home schooling have risen by more than six hours
per day. For many, it’s reached a crisis point.

If you're one of the many women whose lives and finances have
been turned upside down by the pandemic, you might be struggling
with what to do next. Fortunately, there are strategies to
address your immediate concerns and help you plan for a healthy
financial future.

A Taxing Time

Unemployment compensation. Did you know unemployment
compensation is taxable, including the additional weekly $600
authorized by the CARES Act? (To learn more, see Form 1099-G,
Certain Government Payments.) At the state level, only five
states that tax income-California, Montana, New Jersey,
Pennsylvania, and Virginia—do not tax unemployment benefits.

In recent news, the American Rescue Plan Act (ARPA) signed by
President Biden on March 11, 2021, includes some tax relief.
Under ARPA, the first $10,200 of unemployment benefits received
in 2020 will be tax-free for individuals whose modified adjusted
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gross income (MAGI) is less than $150,000.

If you are unemployed and will continue to receive unemployment
payments in 2021, there’s a simple solution to minimize any
future tax surprises: complete Form W-4V to voluntarily withhold
taxes from your unemployment benefits. The withholding rate is a
flat 10 percent.

Coronavirus-related distributions (CRDs).

If you supplemented your cash flow with CRDs from an IRA or
other retirement plan (e.g., 401(k)), you will have more complex
choices to consider. To help make the decision that’s right for
you, it’s important to know all of the options:

 The full amount of the distribution may be reported as
income in the year it’s distributed.

» The full amount of the distribution may be reported
ratably in one-third increments spread over three years.
For example, an individual who received a $9,000 CRD in
2020 would report $3,000 in income in 2020, 2021, and
2022.

» Individuals have a three-year window that begins the day
after they receive a distribution to recontribute all or a
portion of it to a retirement plan or IRA.

» Individuals who reported a CRD and then rolled it back
into an IRA or retirement plan can claim a refund for the
income tax paid in a prior year.

Please note: The choice to report a distribution in one year or
to spread it out ratably over three years is irrevocable, so it
requires careful consideration.

Health Care Coverage

Health insurance can be the biggest immediate worry after losing
a job, especially for single mothers who can’t rely on a
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spouse’s coverage. Fortunately, there are several options at
your disposal. For example, you may be eligible for Medicaid
coverage, especially if you live in one of the 39 states that
recently expanded the Medicaid program. Alternatively, the
Affordable Care Act’s (ACA’s) Health Insurance Marketplace
provides all Americans with nationwide access to health
insurance.

Extended open enrollment. For those who missed the fall open
enrollment period for ACA insurance or who want to make changes
to their plan, the federal government is holding an extra open
enrollment period through May 15, 2021. State-based marketplaces
are another option in California, Colorado, Connecticut, Idaho,
Maryland, Massachusetts, Minnesota, Nevada, New Jersey, New
York, Pennsylvania, Rhode Island, Vermont, Washington, and the
District of Columbia.

You'll need to check each state’s enrollment timeline. If you
lose your job after May 15, you will still have a 60-day special
enrollment period to find health insurance in either the federal
or state marketplace. Marketplaces have links to information
about eligibility for premium subsidies and assistance for
selecting the right plan.

COBRA. Another option is COBRA, though it’s more expensive. You
could be covered by this plan—-and keep the health insurance
policy you had while employed-for 18 months after a layoff or
reduction in work hours. Unfortunately, COBRA coverage may cost
up to 102 percent of the health plan’s full premium.

Short-term plans. Other options, such as short-term health
plans, which can be used for up to 36 months, may offer only
limited benefits. Unlike ACA plans, short-terms plans aren’t
required to provide the following 10 essential health benefits:

= Laboratory services
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 Emergency services

 Prescription drugs

= Mental health and substance use disorder services

 Maternity and newborn care

» Rehabilitative services

= Ambulatory patient services

» Preventive and wellness services and chronic disease
management

= Hospitalization

 Pediatric services, including vision and dental care

Keep in mind that insufficient coverage for any of these health
care needs could expose you to bills that will affect your
family’s financial security for years. As such, addressing this
issue now is vital in coping with the pandemic’s long-term
effect on your finances.

Careers in Transition

The Women in the Workplace 2020 report from McKinsey and Lean In
highlighted several structural factors causing one in four women
to downshift their career or stop working altogether. Among the
primary culprits, according to the McKinsey report, are concerns
that employers view caregivers of children and adult parents as
not fully committed to their jobs. But shifting priorities and
changing a career path to meet a present problem will affect
your future social security benefits, retirement security, and
household net worth.

Social security. Social security retirement benefits are based
on an individual’s primary insurance amount (PIA), which is
calculated from your average indexed monthly earnings during
your 35 highest earning years. Social security records a zero
for each year that you do not earn income. More zeros—especially
during the primary earning years after age 40-can reduce your
PIA and cannot be recouped through later employment. Although
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you may think your absence from the workforce will be temporary,
it may lead to an extended time away from employment.

Retirement savings. Even if your career is in transition, there
are still ways to save for retirement. For instance, you can
contribute to a spousal traditional or Roth IRA if you are
married, file a joint income tax return, and have a modified
adjusted gross income (MAGI) below the threshold set for that
tax year. If you are older than 50, you can make an extra $1,000
catch-up contribution, as long as your MAGI is below the annual
threshold. The amount you can contribute to a spousal IRA will
begin to phase out within certain MAGI ranges, and it will end
once MAGI exceeds an annual specified limit. Spousal IRAs are
available for all married couples, including same-sex unions.

Planning for a Healthy Post-COVID Life

As we settle in to 2021, vaccines bring hope that the medical
risks may soon be behind us. Unfortunately, that is unlikely to
quickly reverse the damage to women’s earnings. It is a
difficult time, but you needn’t navigate it alone. We are here
to help you consider all the options when it comes to
unemployment compensation, health care, social security, and
retirement savings to help stabilize your immediate cash flow
and get you back on the road to long-term financial security.

Authored by Anna Hays, JD, LLM, advanced planning consultant,

Commonwealth Financial Network®. © 2021 Commonwealth Financial
Network



Tax Season Scam Alert

With tax season upon us, many of us are busy gathering the
appropriate documents, meeting with CPAs, and ensuring that
relevant tax deadlines are met. But in all the hustle and
bustle, taxpayers also need to keep an eye on the risks,
especially tax season scams. Each year, scammers get more savvy
with strategies they use to gain access to other people’s
personal information and money. To help you steer clear of this
year’s top scams, learn red flags to watch out for—along with
some timely tax-filing reminders.

“Ghost” Tax Return Preparers

One truly frightening scam haunting taxpayers 1is the ghost
preparer. These preparers remain hidden from the IRS by not
signing returns, making the returns appear to be self-prepared.
In cases where the individual e-files, the ghost preparer will
refuse to digitally sign the return. The result can be
disastrous for taxpayers, leaving them open to serious filing
mistakes, tax fraud, penalties, and audit by the IRS.

Red flags. To help avoid this issue, be in the know when it
comes to red flags surrounding ghost preparers. They usually:

e Don’t sign the return with a Preparer Tax Identification
Number (PTIN) (The PTIN is required by law for anyone who 1is
paid to prepare or assist in preparing a federal tax return.)

* Lure clients in with the promise of big refunds
(Unfortunately, these scammers will resort to claiming fake
deductions to boost the size of the refund.)

* Require payment in cash

* Have refunds directed into their bank accounts, not the
taxpayer'’s

Pro tip. If you’re looking for someone to prepare your taxes,
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the IRS has a great online resource that offers a tool for
checking your tax preparer’s credentials and tips for avoiding
potential tax scammers. No matter who prepares your return, it's
important to review it carefully, including the routing and
banking numbers if you’'re receiving your refund via direct
deposit.

New Round of COVID-19 Scams

As the coronavirus continues to spread, so do scams,
unfortunately. Criminals often try to exploit taxpayers during
times of uncertainty, and this pandemic has been no exception.
The latest COVID-19 scams center around the most recent round of
stimulus payments. They have taken on a few forms, all with the
singular goal of stealing taxpayers’ money and personal
information.

Red flags. The IRS Criminal Investigation division has compiled
a list of the latest COVID-19 scams. Here's what to be on the
lookout for:

» Text messages asking you to disclose bank account information
in order to receive the $1,200 economic stimulus
 Emails, letters, and social media messages that use

“coronavirus,” “COVID-19,” and “stimulus” in different ways,
requesting personal information and financial account
information (e.g., account numbers and passwords)

« Sale of fake at-home COVID-19 test kits

* Fake donation requests for individuals, groups, and areas
heavily affected by COVID-19

e “Opportunities” to invest in companies developing COVID-19
vaccines, which also promise these companies will drastically
increase in value as a result

Pro tip. If you receive unsolicited emails or social media
attempts that are aimed at gathering your personal information



and appear to be from the IRS or an organization linked to the
IRS, forward the message to phishing@irs.gov.

Online Identity Theft

One of the most common tax scams remains personal identity
theft, which is particularly rampant during tax season. Why? By
accessing the social security numbers, addresses, and birth
dates of unsuspecting taxpayers, scammers can file phony tax
returns and steal refunds. The worst part is this can all be
done before the victims even know their identities have been
stolen.

Red flags. So, what can you do to help ensure that someone
doesn’t file a return in your name? Know the warning signs of
this pervasive scam:

e If you receive an IRS notice regarding a duplicate return,
that you received wages from somewhere you never worked,
additional taxes are owed, the refund will be offset, or
collection actions are being taken against you for a year you
did not file a tax return, contact the IRS immediately.

 As noted above, ensure that your tax preparer has the
appropriate credentials.

* Unless there is a valid reason, don’t give out your social
security number—and always know who you’re giving it to.

Pro tip. The best way to avoid this scam is to file your taxes
early, before a scammer can access your information. You might
also think about using an Identity Protection PIN (IP PIN) to
proactively protect yourself from identity theft. The IP PIN is
a six-digit number known only to you and the IRS that can be
used to help the IRS verify your identity when a paper or
electronic tax return is filed.



Never Has the IRS Ever

When it comes to tax scams, one of the most important things to
know is how the IRS does (and doesn’t) contact taxpayers. Here
are some things the IRS just won’t do:

* Demand that you pay taxes without the opportunity to question
or appeal the amount it says you owe

e Call to demand you make an immediate payment using a specific
method (e.g., prepaid debit card, gift card, or wire transfer)

* Threaten to bring in local police, immigration officers, or
other law enforcement to arrest you for not paying (Threats are
a common tactic used by scammers.)

So, if you get a call or email that sounds like any of the
above, it’s likely a scam. For steps to take if you suspect
fraudulent tax activity, visit the IRS’'s Report Phishing and
Online Scams page.

Scams Don’t End with Tax Season

Although the focus here is on tax season, we would all be wise
to remember that new scams are popping up every day, year-round.
So, remain vigilant in keeping your personal information safe
and be on the lookout for potential scams.

This material has been provided for general informational
purposes only and does not constitute either tax or legal
advice. Although we go to great lengths to make sure our
information is accurate and useful, we recommend you consult a
tax preparer, professional tax advisor, or lawyer.

© 2021 Commonwealth Financial Network®
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I don’t personally know anyone who wanted 2020 to last longer
than it did. It was like riding a roller-coaster. But as
thrilling as any ride can be, you can only take so much.
Especially with the markets.

The year started out with the fall election looming large on the
horizon..the outlooks for the economy and financial markets were
positive as the year began and then..well, we all know what
happened. A force outside the market (deadly pandemic) resulted
in a recession and sky-rocketing unemployment and devastation of
life as we knew it and sent the markets into a downward
spiral..but then, the last 9 months of the year resulted in
returns that surprised even the experts in the markets. The S&P
returned 18%, the NASDAQ more than a whopping 44% and the Dow
Jones Industrial Average a comparatively “modest” 9%.

Markets thus far in 2021 have responded fairly positively to the


https://allenif.com/2021-has-finally-arrivednow-what/
https://allenif.com/2021-has-finally-arrivednow-what/
https://allenif.com/projects/sarah-ruef-lindquist-jd-ctfa/
https://www.penbaypilot.com/

rollout of a vaccine and a new administration in Washington.
Concerns about radical changes to the tax code have receded and
there 1s a perception of pent-up consumer demand that, once it
is safe to shop, dine and travel without the threat of Covid-19,
could lead to an economic recovery and continued positive market
performance as we move through 2021.

So, as we think about our financial lives in the wake of all
this turbulence, are there areas of focus we might be wise to
consider?

First, the wisdom of having a reserve fund of 3 to 6 months of
living expenses is a timeless piece of advice. 2020 might have
made it obvious, and we should all consider this as a goal for
2021. No need to elaborate on that.

If 2020 taught us a second lesson, it is that missing even part
of a year of market activity can come at a high opportunity
cost. So long as debt is managed and you can afford to, you
should take maximum advantage of pre-tax IRA contributions
($6,000 a year or $7,000 if you are 50 or older) and/or
retirement plan (401(k), 403(b) and SIMPLE IRA) contributions.
Again, this can shelter as much as $26,000 from tax while adding
to a retirement account that grows tax-free. Similarly for the
self-employed, SEP plans can allow up to 25% of income to be
sheltered in the plan (up to $58,000) and is often used by high-
earners.

Also, if available to you through work, take advantage of
employer matching contributions to your employer-sponsored
retirement plan. Even if it’s a small amount, it’s worth having
the additional funds to build your retirement.

We also learned that the SECURE Act passed in late 2019 brought
a positive change for people working into their 70’'s. People
over age 70 % can contribute earned income to IRA’s, up to



$7,000 a year, which was not possible before the legislation was
enacted. There is no longer an age limitation on contributions
as long as you have at least as much earned income as you want
to add to your IRA.

For many years, 70 % was also the age at which people had to
begin taking funds out of their retirement plans. The “Required
Beginning Date” or RBD triggered the need to take a “Required
Minimum Distribution” or RMD. To the extent you did not withdraw
the full amount, you risked as much as 50% in tax of the
undistributed amount. Now, that RMD doesn’t begin until age 72.
In other words, age 72 is the RBD for RMD. This recognizes not
only that people live longer, but are working longer and not
need to withdraw funds so soon.

So while we’'re all ready for a quiet, stable and peaceful year,
let’s remember some of the simple, basic things we can do to
help ourselves have a productive year and plan for a prosperous
future.

Last-Minute Charitable Giving
Opportunities

n

December is the “giving season,” when many people consider using
their wealth to help others. Because of the urgent need for
generosity presented by the COVID-19 pandemic, you may be
looking for ways to stretch your charitable donations. As
always, the use of tax-efficient giving strategies can help them
go further.
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This year, it’s also important to be aware of the tax incentives
for philanthropy included in the Coronavirus Aid, Relief, and
Economic Security (CARES) Act. The summary below explains how
you can maximize these tax-efficient giving incentives during
the final weeks of 2020. Two common vehicles for charitable
planning—now and in the future—are also covered.CARES Act Tax
Incentives

These incentives, which are set to expire on December 31, 2020,
apply only to cash gifts to public charities made by individuals
or corporations. Regarding your 2020 tax return, here’s what you
need to know:

Are you taking the standard deduction? If you’'re not itemizing,
you can take an “above-the-line” deduction of up to $300 for
cash gifts to charities. The amount you claim will reduce your
adjusted gross income (AGI). What about married couples filing
jointly? As of this writing, your deduction also seems to be
limited to $300, according to IRS draft instructions.

Are you itemizing deductions? Typically, annual charitable
deductions are capped at a percentage of a taxpayer’s AGI. For
individuals, this cap has been set at 60 percent since 2017.
Under the CARES Act, however, you may deduct up to 100 percent
of your AGI for gifts of cash to a public charity in 2020. This
rule excludes gifts to a donor-advised fund (DAF). For
corporations, the AGI cap for cash gifts, previously set at 10
percent, has been raised to 25 percent for the year.

= For both individuals and corporations, any unused
deduction under this cap may be carried forward for five
years, which can lead to the planning opportunities
discussed below. The cap for gifts of appreciated assets
has not changed.

Planning Opportunities



If you wish to fund large charitable gifts this year, the 100
percent AGI cap offers huge advantages. Here are several ways
this incentive could help you manage high-income events:

- Stock options and lump-sum payouts. If you've exercised
nonqualified stock options from your employer out of
concern for market volatility or received a large lump-sum
severance package as a result of a layoff, charitable
gifts can help offset the tax burden.

= Roth conversions. If you’'d like to make a large Roth
conversion this year, you could also make a large
charitable gift to offset the tax liability of the
conversion. This strategy is especially beneficial because
traditional IRAs have become a less attractive way to
leave money to heirs since the 2019 passage of the SECURE
Act, which requires most IRA beneficiaries to empty their
inherited IRA within 10 years.

- Business sale. Let’s say you have an expected AGI of $1
million this year due to a business sale. You could make a
charitable contribution that would completely offset the
year’s income.

- Combining gifts. Although the CARES Act incentive applies
only to cash gifts, the IRS does permit taxpayers to
combine different types of gifts. For instance, you could
maximize your 30 percent AGI cap for gifts of appreciated
assets. The 100 percent AGI cap would be reduced by that
amount, but you would still be able to deduct another 70
percent of your AGI by making cash gifts.

Qualified Charitable Distributions (QCDs)

A QCD is a direct transfer of funds from an IRA, payable to a
qualified charity. Although the CARES Act allows IRA owners to
skip required minimum distributions (RMDs) in 2020, the rules
for QCDs have not changed. If you own an IRA (including an



inherited IRA) and are 70% or older, you can make tax-free
distributions of up to $100,000 payable to public charities
(excluding DAFs).

Here are some ways a QCD could help control your income:

= If you decide to take an RMD this year (or must do so in
the future), a QCD could be used to satisfy the
distribution. This strategy would remove the tax burden
associated with taking the distribution as ordinary
income.

=A QCD is not reportable as part of your AGI, which limits
its impact on the taxation of social security benefits.

= In future years, a QCD could also limit the impact of
income on Medicare premiums, which are based on your AGI
from two years prior.

Charitable Remainder Trusts (CRTs)

A CRT can help you (or your beneficiary) spread the tax
liability on the sale of appreciated assets over many years.
This may result in paying a lower overall effective tax rate.
Let’s look at how this works:

= A CRT pays an income stream to a noncharitable beneficiary
(or beneficiaries) for a term of years or for life. At the
end of the income term, the remaining assets in the trust
are distributed to a charity.

 When you move assets into a CRT, you receive a charitable
contribution deduction based on the present value of the
remainder interest set to pass to the charity at the end
of the income distribution term.

= If you contribute appreciated assets (e.g., investment
assets, closely held business interests, real estate, or
collectibles), those assets can be sold without creating a
tax liability to the trust itself.



As you can see, the primary benefit of a CRT is that the trust
is exempt from taxes. But that does not mean taxes are entirely
avoided for beneficiaries. In fact, the distributions to the
income beneficiaries are taxable based on four buckets of
income: ordinary income, capital gains, tax-free income, and
return of principal. Each year, when the CRT makes its income
distribution, it first pulls the funds available from
accumulated ordinary income, such as interest and dividends,
before distributing other types of income. The beneficiaries
would be subject to the taxation rules in place for these types
of income.

Need Additional Information?

If you're interested in exploring these options, please contact
me. We’ll talk through how these giving strategies can help you
meet today’s urgent need for generosity—and further your visions
for doing good.

This material has been provided for general informational
purposes only and does not constitute either tax or legal
advice. Although we go to great lengths to make sure our
information is accurate and useful, we recommend you consult a
tax preparer, professional tax advisor, or lawyer.

Solutions for Managing Student
Loan Debt

Managing student loan debt has become one of the biggest
financial planning challenges for many. In the U.S., student
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loan debt rose to $1.51 trillion last year, according to the
Federal Reserve Bank of New York. So, if you or family members
are dealing with the burden of budgeting every month for a
student loan, you’re not alone.

Fortunately, numerous payment and planning solutions are
available to help student borrowers. In addition, this year, the
Coronavirus Aid, Relief, and Economic Security (CARES) Act has
provided substantial assistance for individuals holding federal
student loans. It’s important to remember, though, that the
CARES Act'’s relief provisions are set to expire on December 31,
2020.

If you're looking for a long-term solution for managing student
debt, you’'ll find a variety of considerations and options below
to keep in mind.

Student Loan Relief Under the CARES Act

Interest and required payments on federal student loans owned by
the U.S. Department of Education are currently suspended,
without penalty, through December 31, 2020. On January 1, 2021,
interest will start accruing again and borrowers will be
responsible for making monthly payments. Auto-debit payments
will automatically resume, if this feature was set up prior to
payment suspension. If the required payments aren’t made,
federal loan servicers may report delinquency for the period
beginning January 1.

Income-driven repayment plans. The Department of Education
offers several income-driven repayment plans that help you set
an affordable monthly payment based on your income and family
size. If you're already on a payment plan but your financial
situation has changed, you can update your information to see if
you qualify for a new, lower payment amount. The plans are:


https://www.newyorkfed.org/microeconomics/topics/student-debt#:~:text=The%20Quarterly%20Report%20on%20Household,%2410%20billion%2C%20to%20%241.51%20trillion.

= Income-based repayment (IBR) plan. You’ll pay 10 percent
of your discretionary income if you’re a new borroweron or
after July 1, 2014, and 15 percent if you’'re not a new
borrower. You’ll never pay more than on the standard plan.

- Income-contingent repayment (ICR) plan. You’ll pay the
lesser of 20 percent of your discretionary income or the
amount of a fixed payment over 12 years, adjusted
according to your income.

- Pay as you earn (PAYE) and revised pay as you earn
(REPAYE) plans. Generally, undergraduate borrowers who
qualify will pay 10 percent of their discretionary income
toward their student loans each month, and after 20 years
of on-time payments, the remaining balance may be forgiven
(payments may be forgiven after 10 years for those in
certain public interest jobs and after 25 years for
graduate school borrowers).

Deferment, Forbearance, and Cancellation

Although repaying your student loan may become difficult,
ignoring your payments is the worst thing you can do. Instead,
talk to your lender about possible solutions. Depending on your
situation, you may be able to apply for a deferment,
forbearance, or cancellation of your loan.

These programs are not automatic. You'll need to fill out the
appropriate application from your lender, attach documentation,
and follow up on the application process. Also, it’s important
to keep in mind that interest accrues for most borrowers on
a general forbearance (unlike forbearance under the CARES Act).

»With a deferment, the lender grants a temporary payment
reprieve, based on a specific condition, such as
unemployment, temporary disability, military service, or
full-time enrollment in graduate school. For federal
loans, the government pays the interest that accrues



during the deferment period, so the loan balance doesn’t
increase. A deferment usually lasts six months, and the
total number of deferments that can be taken over the life
of the loan is limited.

With a forbearance, the lender has discretion to grant
permission to reduce or cease loan payments for a certain
period of time, though interest will continue to
accrue—even on federal loans. Economic hardship is a
common reason for forbearance. A forbearance usually lasts
six months, and the total number permitted over the loan’s
term is limited.

=With a cancellation, a loan is permanently erased, but
qualifying isn’t easy. Cancellations may be allowed due to
the death or permanent total disability of the borrower,
or if the borrower teaches in certain geographic areas.
Typically, student 1loans can’'t be discharged 1in
bankruptcy.

Loan Consolidation

With loan consolidation, you combine several student loans into
one loan, sometimes at a lower interest rate, allowing you to
write just one check each month. You need to apply, and
different lenders have different rules about which loans qualify
for consolidation. Generally, you can choose an extended
repayment and/or graduated repayment plan in addition to a
standard repayment plan.

Student Loan Forgiveness Programs

In addition to the repayment assistance programs described
above, the federal government offers student loan forgiveness to
qualified borrowers. Although the benefits can be substantial,
you should carefully consider the potential long-term costs
associated with changing you career path. Available programs
include:



= Public Service Loan Forgiveness (PSLF). The PSLF program
forgives the remaining balance on direct loansafter the
borrower has made 120 qualifying payments (10 years'
worth) while working full-time for a qualifying employer.
A loan simulator tool that can help you assess eligibility
is available at studentaid.gov/loan-simulator.

- Teacher Loan Forgiveness (TLF). Borrowers must teach full-
time for five complete and consecutive academic years in a
low-income school or educational service agency and meet
other qualifications. The TLF program offers forgiveness
of up to $17,500 on direct subsidized and unsubsidized
Lloansand your subsidized and unsubsidized federal Stafford
loans.

Refinancing Option

Refinancing may be a good option for lowering your monthly loan
payments. But, to do so, you must already have a private loan or
be willing to convert your federal loan to a private loan-and
this could mean losing some benefits. A federal loan cannot be
refinanced as a new federal loan with a lower interest rate. Be
sure you understand the cons and pros of refinancing:

Cons:

 Borrowers lose the option for student loan forgiveness.

= Private student loans don’t offer income-driven repayment
plans.

 Deferments on private student loans are not as generous as
on federal loans.

= Variable interest rates could increase.

= There’s no grace period for starting payments after
leaving school.

Pros:


https://studentaid.gov/understand-aid/types/loans
https://studentaid.gov/loan-simulator/
https://studentaid.gov/understand-aid/types/loans/subsidized-unsubsidized
https://studentaid.gov/understand-aid/types/loans/subsidized-unsubsidized

» Interest rates can be reduced, creating substantial
savings.

» Less interest means loans can be paid off faster.

= Loan management is easier if multiple loans are combined.

= Monthly payments can be reduced.

= A cosigner can be released from the new loan.

Need Additional Information?

For assistance in evaluating your options, please a member of
the Allen Financial team. We’ll talk through these strategies
for managing student debt and explore other planning solutions
that can help you get on track to financial security.

This material has been provided for general informational
purposes only and does not constitute either tax or legal
advice. Although we go to great lengths to make sure our
information is accurate and useful, we recommend you consult a
tax preparer, professional tax advisor, or lawyer.

In Uncertain Times, at Least
Two Things are Certain: Change
and Taxes

By Sarah Ruef-Lindquist, JD, CTFA
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Potential for higher federal income taxes is anticipated by
experts due to 1) a growing national debt increased by trillion-
dollar stimulus spending and 2) possible election results that
mean a change in administrations and congressional profile.
Increasing taxes levied on high-income earners is nothing new,
and reasonably anticipated.

Income Taxes

Currently, the top federal rate is 37% (taxpayers with over half
a million dollars a year) and could increase to 39.6%. It is
also possible that those who do still itemize deductions will be
limited to a cap of 28%.

Capital Gains

Long-term capital gains taxes are currently limited to 23.8%
(combined highest rate of 20% plus 3.8% net investment income
tax) for taxable incomes with over $441,450, but it is possible
that rate could go to 39.6%, same as the top income tax rate.

These issues may impact the planning of high-income earners
between the date of the election and year-end 2020. If you are
at an income level that would be affected by these changes, good
for you. Still consider talking with your financial and tax
advisors soon about strategies that could be available to
ameliorate the impact.



Tax on inheritances

For many years, when people have inherited long-term appreciated
stock, they were able to avoid the capital gain that had accrued
prior to inheriting it. The “step-up” in basis provisions made
it possible for heirs to reap the benefit of the full value of
appreciated securities because their tax basis would be the date
of death value of the stock. If they sold it, their capital gain
would be limited to any accrued since they inherited the stock.
Often this results in significant tax savings.

However, it is possible that this “step-up” provision will be
eliminated with new tax legislation. It is important, therefor,
for those including such assets in their estate plans to
consider what options they might have to preserve as much of the
value of those assets for heirs as possible.

Are You an Intelligent
Investor?

Considered “the father of value investing,” Benjamin Graham
wrote The Intelligent Investor more than 70 years ago, and the
principles in his book are still highly respected today.
Investing legend Warren Buffet, who studied under Graham, called
The Intelligent Investor “by far the best book about investing
ever written.”

Despite what you might think, being an intelligent investor is
not about your IQ. Rather, it’s learning how to harness emotions
and think for yourself. Let’s explore how to do just that, by
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leaning on Graham’s advice.

What It Means to Be an Intelligent Investor

“An investment operation is one which, upon thorough analysis,
promises safety of principal and an adequate return. Operations
not meeting these requirements are speculative.”

The above quote reflects Graham’s definition of defensive
investing, which he originally described in his first book,
Security Analysis. Here, his focus is on distinguishing the best
practices that separate a defensive investor from a speculator.
Specifically, defensive investors reach their long-term
financial goals by being sustainably and reliably right. In
other words, you need to find a balance between controlling risk
and maximizing gains, as well as curbing the self-defeating
behavior that can reduce portfolio returns.

Consider what can happen when investors blindly follow the
crowd. The January effect, for example, occurs when investors
try to follow a mechanical formula for higher stock performance
at the beginning of the year. But when investors pile
in—assuming that stock prices will follow a traditional
trajectory of going up in January after dipping in December—they
can create a crowded trade and ultimately 1lead to
underperformance.

Stay the Course and Follow Core Principles

“With every new wave of optimism or pessimism, we are ready to
abandon history and time-tested principles, but we cling
tenaciously and unquestioningly to our prejudices.”

As market volatility resulting from the coronavirus pandemic
demonstrated, investors tend to let their emotions sway their
decisions. In volatile markets, some are tempted to abandon the
sound investing principles that have stood the test of time. How
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can you help control those knee-jerk tendencies? Graham
recommends the following for a defensive investing strategy:

= Start with a 50/50 portfolio design composed of high-
quality stocks and bonds. (Graham defines high quality as
stocks and bonds of important companies with long records
of profitable operations and 1in strong financial
condition.)

= Hold up to a maximum of 75 percent in stocks as the market
drops or a minimum of 25 percent in stocks as the market
rises. (Buy low and sell high—otherwise known as the rule
of opposites.)

Under Graham’s rationale, the intelligent investor may actually
welcome a bear market as an opportunity to buy low. Other time-
tested strategies include buying funds over individual stocks
and dollar-cost-averaging into the market.

Determine a Criteria for Investment

“It is our argument that a sufficiently low price can turn a
security of mediocre quality into a sound investment opportunity

For, if the price is low enough to create a substantial
margin of safety, the security thereby meets our criterion of
investment.”

The margin of safety is dependent on price paid, and it 1is
defined as the favorable difference between price, on one hand,
and the indicated or appraised value, on the other. To determine
the appraised (also known as intrinsic) value of a stock, Graham
recommends finding companies that meet the following margin of
safety criteria:

 Market cap of more than $2 billion; no small-caps except
through a small-cap index fund
= Strong financial condition; current assets are 2 times



liabilities; long-term debt less than net current assets
» Continued dividends for at least the past 20 years
= No earnings deficit in the past 10 years
» 10-year growth of at least one-third in per-share earnings
» Stock price not more than 1.5 times net asset value
= Stock price not more than 15 times average earnings of
past 3 years

The overriding philosophy behind these requirements? There
really is no such thing as a good or bad stock. Instead, think
of stocks as either cheap or expensive.

Adopting the Intelligent Investor Mind-Set

“There will continue to be wide discrepancies between price and
value in the marketplace, and those who read their Graham .
will continue to prosper.” — Warren Buffett, appendix of The
Intelligent Investor

Investing can be difficult. It involves uncertainty and risk,
two things most of us aren’t naturally comfortable with. But
with some guidance supplied by the rules and best practices
advocated by Graham, and (of course) your financial advisor, you
can become an intelligent investor and achieve your investment
goals.

This material has been provided for general informational
purposes only and should not be construed as investment advice,
a solicitation, or a recommendation to buy or sell any security
or 1investment product. Please contact your financial
professional for more information specific to your situation.




Year-End Financial Planning
Checklist: 10 Suggestions to
Help You Stay on Track

Although 2020 has been a year of unexpected changes, one routine
has remained consistent: the fourth quarter means it’s time to
begin organizing your finances for the new year. To help you get
started, here’s a checklist of key topics to think about,
including new tax and retirement considerations related to the
COVID-19 pandemic.

1) Max out retirement contributions.

Are you taking full advantage of your employer’s match to your
workplace retirement account? If not, it’'’s a great time to
consider increasing your contribution. If you’re already maxing
out your match or your employer doesn’t offer one, boosting your
contribution to an IRA could still offer tax advantages. Keep in
mind that the SECURE Act repealed the maximum age for
contributions to a traditional IRA, effective January 1, 2020.
As long as you've earned income in 2020, you can contribute to a
traditional IRA after age 70%-and, depending on your modified
adjusted gross income (MAGI), you may be able to deduct the
contribution.

2) Refocus on your goals.

Did you set savings goals for 20207 Evaluate how you did and set
realistic goals for next year. If you're off track, we’d be
happy to help you develop a financial plan.

3) Spend flexible spending account (FSA) dollars.

If you have an FSA, note that the Internal Revenue Service (IRS)
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relaxed certain “use or lose” rules this year because of the
pandemic. Employers can modify plans through the end of this
year to allow employees to “spend down” unused FSA funds on any
health care expense incurred in 2020-and let you carry over $550
to the 2021 plan year. If you don’t have an FSA, you may want to
calculate your qualifying health care costs to see if
establishing one for 2021 makes sense.

4) Manage your marginal tax rate.

If you're on the threshold of a tax bracket, you may be able to
put yourself in the lower bracket by deferring some of your
income to 2021. Accelerating deductions such as medical expenses
or charitable donations into 2020 (rather than paying for
deductible items in 2021) may have the same effect.

Here are a few key 2020 tax thresholds to keep in mind:

- The 37 percent marginal tax rate affects those with
taxable incomes in excess of $518,400 (individual),
$622,050 (married filing jointly), $518,400 (head of
household), and $311,025 (married filing separately).

- The 20 percent capital gains tax rate applies to those
with taxable incomes in excess of $441,450 (individual),
$496,600 (married filing jointly), $469,050 (head of
household), and $248,300 (married filing separately).

- The 3.8 percent surtax on investment income applies to the
lesser of net investment income or the excess of MAGI
greater than $200,000 (individual), $250,000 (married
filing jointly), $200,000 (head of household), and
$125,000 (married filing separately).

5) Rebalance your portfolio.

Reviewing your capital gains and losses may reveal tax planning
opportunities; for example, you may be able to harvest losses to



offset capital gains.

6) Make charitable gifts.

Donating to charity is another good strategy worth exploring to
reduce taxable income—-and help a worthy cause. Take a look at
various gifting alternatives, including donor-advised funds.

7) Form a strategy for stock options.

If you hold stock options, be sure to develop a strategy for
managing current and future income. Consider the timing of a
nonqualified stock option exercise based on your estimated tax
picture. Does it make sense to avoid accelerating income into
the current tax year or to defer income to future years? If
you're considering exercising incentive stock options before
year-end, don’t forget to have your tax advisor prepare an
alternative minimum tax projection to see if there’s any tax
benefit to waiting until January.

8) Plan for estimated taxes and required minimum
distributions (RMDs).

Both the SECURE and CARES acts affect 2020 tax planning and
RMDs. Under the SECURE Act, if you reached age 70% after January
1, 2020, you can now wait until you turn 72 to start taking
RMDs—and the CARES Act waived RMDs for 2020. If you took a
coronavirus-related distribution (CRD) from a retirement plan in
2020, you'’ll need to elect on your 2020 income tax return how
you plan to pay taxes associated with the CRD. You can choose to
repay the CRD, pay income tax related to the CRD in 2020, or pay
the tax liability over a three-year period. But remember: once
you elect a strategy, you can’t change it. Also, if you took a
401(k) loan after March 27, 2020, you’ll need to establish a
repayment plan and confirm the amount of accrued interest.



9) Adjust your withholding.

If you think you may be subject to an estimated tax penalty,
consider asking your employer (via Form W-4) to increase your
withholding for the remainder of the year to cover the
shortfall. The biggest advantage of this is that withholding is
considered to be paid evenly throughout the year instead of when
the dollars are actually taken from your paycheck. You can also
use this strategy to make up for low or missing quarterly
estimated tax payments. If you collected unemployment in 2020,
remember that any benefits you received are subject to federal
income tax. Taxes at the state level vary, and not all states
tax unemployment benefits. If you received unemployment benefits
and did not have taxes withheld, you may need to plan for owing
taxes when you file your 2020 return.

10) Review your estate documents.

Review and update your estate plan on an ongoing basis to make
sure it stays in tune with your goals and accounts for any life
changes or other circumstances. Take time to:

» Check trust funding

 Update beneficiary designations

- Take a fresh look at trustee and agent appointments

» Review provisions of powers of attorney and health care
directives

» Ensure that you fully understand all of your documents

Be Proactive and Get Professional Advice

Remember to get a jump on planning now so you don’t find
yourself scrambling at year-end. Although this list offers a
good starting point, you may have unique planning concerns. As
you get ready for the year ahead, please feel free to reach out
to us to talk through the issues and deadlines that are most
relevant to you.



This material has been provided for general 1informational
purposes only and does not constitute either tax or legal
advice. Although we go to great lengths to make sure our
information is accurate and useful, we recommend you consult a
tax preparer, professional tax advisor, or lawyer.



