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August is here, and it's time to
unleash your financial potential!
Embrace this month as an
opportunity to take charge of your
finances, set ambitious goals,
and make meaningful progress
toward a brighter financial future.

Until September,

Steve, Todd, Michael and Dawn

The chart below shows the savings that a man, a woman, and a couple who
retired at age 65 in 2022 might need to meet retirement health-care expenses,
assuming median prescription drug expenses. The Original Medicare estimate
includes premiums for Medicare Parts B and D, the Part B deductible,
out-of-pocket prescription drug spending, and premiums for Medigap Plan G,
which would pay most other out-of-pocket costs.

Medicare Advantage Plans — offered by private companies under Medicare
oversight — require the Medicare Part B premium and typically combine
hospital, medical, and prescription drug coverage. They often have limited
networks and may require approval to cover certain medications and services.

Source: Employee Benefit Research Institute, 2023. Projections are based on a 90% chance of
meeting expenses and assume savings earn a return of 7.32% from age 65 until expenditures are
made. Does not include vision, hearing, dental, or long-term care expenses. Some Medicare
Advantage Plans require additional premiums, which are not included.
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Financing Options to Help You Ride the Mortgage Rate Roller Coaster

The mortgage industry has been on a roller coaster
ride over the last couple of years. Interest rates for
fixed-rate mortgage loans were at historical lows
during the beginning of the pandemic in 2020, rising to
a 20-year high in late 2022 — and fluctuating ever
since.1 Many buyers are finding it difficult to afford a
new home with traditional fixed-rate mortgage loans in
such a high interest rate environment. As a result,
more buyers are relying on alternative financing
options to help lower their interest rates.2

Adjustable-Rate Mortgages
With an adjustable-rate mortgage (ARM), also referred
to as a variable-rate mortgage, there is a fixed interest
rate at the beginning of the loan which then adjusts
annually for the remainder of the loan term. ARM rates
are usually tied to the performance of an index. To
determine the ARM rate, the lender will take the index
rate and add it to an agreed-upon percentage rate,
referred to as the margin. Most lenders offer ARMs
with fixed-rate periods of five, seven or 10 years, along
with caps that limit the amount by which rates and
payments can change.

The initial interest rate on an ARM is generally lower
than the rate on a traditional fixed-rate mortgage,
which will result in a lower monthly mortgage payment.
However, depending on interest rates, buyers with
ARMs may find themselves with significantly higher
mortgage payments once the fixed-rate period ends.
Buyers should only consider ARMs if they can tolerate
fluctuations in their mortgage payments or plan on
refinancing or selling the home before the initial
interest rate period ends.

30-Year Fixed Mortgage Interest Rates,
January 2020 to March 2023

Source: Freddie Mac, 2023 (data through March)

Temporary Buydowns
A temporary buydown provides the buyer with a lower
interest rate on a fixed-rate mortgage during the
beginning of the loan period (e.g., the first one or two
years) in exchange for an upfront fee or higher interest

rate once the buydown feature expires. Buydowns
typically offer large interest rate discounts (e.g., up to
one to three percentage points, depending on the type
of buydown). The costs associated with the buydown
feature can be paid for by the home buyer, seller,
builder, or mortgage lender.

While a buydown can make a home purchase more
affordable at the beginning of the loan period, the
long-term interest rates and mortgage payments on
the loan can end up being substantially higher. This is
why a borrower usually must initially qualify for the
loan based on the full interest rate in effect after the
buydown expires.

Assumable Mortgages
Assumable mortgages may be another way for buyers
to circumvent high mortgage rates. An assumable
mortgage is when a buyer takes over a seller's existing
loan and loan terms and pays cash or takes out a
second mortgage to cover the remainder of the
purchase price.

This type of loan could be advantageous if the existing
loan has a low enough interest rate, and the buyer has
enough access to cash or financing to cover the
difference between the sale price and outstanding
balance of the assumed loan. Not all mortgage loans
are assumable — generally they are limited to certain
types of government-backed loans (e.g., FHA, VA
loans).

Other Incentives
One type of incentive offered by lenders is for a buyer
to pay an upfront fee at closing, also known as points.
By paying points at closing, buyers can reduce their
interest rates — usually by around .25 percent per point
— and lower their monthly mortgage loan payments. To
make paying points cost effective, buyers should plan
on staying in the home for several years so that they
can recoup the costs. Sometimes a home builder or
seller will offer to pay for points on a mortgage in order
to attract more potential buyers.

Another incentive, often referred to as a "future refi," is
one that allows borrowers to purchase a home at
current interest rates, with the ability to refinance their
loans at a later date. The refinancing can be free or
the costs can be rolled into the new loan, depending
on the lender and loan type. Keep in mind that there is
typically a set time period for refinancing with these
types of loans.
1-2) Consumer Financial Protection Bureau, 2022

Page 2 of 4, see disclaimer on final page



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:

• 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.

• 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.

• 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

Source: ISS Market Intelligence, 529 Market Highlights, 4Q 2019–2023

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.
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Should You Organize Your Business as an LLC?
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There's a certain amount of risk that comes with
owning a business. Accidents can happen no matter
how well a company is run, and a lawsuit could be
devastating if the business is found to be at fault.

A limited liability company (LLC) is a business
structure that offers many of the same legal
protections as a corporation. Establishing an LLC
creates a separate legal entity to help shield a
business owner's personal assets from lawsuits
brought against the firm by customers or employees.

In theory, the financial exposure of the owners
(members) would be limited to their stake in the
company, but exceptions may include any business
debt they personally guarantee or misdeeds (such as
fraud) they carry out. But just like a corporation, an
LLC can lose its limited liability if the owner does not
follow formalities that continue to exhibit the separate
existence of the business — which is known as "piercing
the veil."

Beyond liability protection, there are some additional
benefits associated with LLCs.

Tax efficiency. An LLC is a pass-through entity for tax
purposes, so a firm may pass any profits and losses to
the owners, who report them on their personal tax
returns. Members can elect whether the LLC should
be taxed as a sole proprietorship, a partnership, an S
corporation, or a C corporation, provided that it
qualifies for the particular tax treatment. For example,

about 71.5% of business partnerships are LLCs, as
are 8.8% of sole proprietorships.1

Credibility. Starting an LLC may help a new business
appear more professional than it would if it were
operated as a sole proprietorship or partnership.

Simplicity. In most states, an LLC is easier to form
than a corporation, and there may be fewer rules and
compliance requirements associated with operating an
LLC. The management structure is less formal, so a
board of directors and annual meetings are not usually
required.

Flexibility. Being registered as an LLC may facilitate
growth because it's possible to add an unlimited
number of owners and/or investors to the business,
and ownership stakes may be transferred easily from
one member to another. LLCs may also be owned by
another business.

The specific rules for forming an LLC vary by state, as
do some of the tax rules and benefits. A written
operating agreement that outlines the division of
ownership, labor, and profits is a common
requirement. It generally costs more to form and
maintain an LLC than it does to operate as a sole
proprietor or general partnership, but for many
businesses the benefits may outweigh the costs.
1) Internal Revenue Service, 2022 (most recent data from 2019)
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