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Make a Roth IRA Conversion

If you're nearing or in retirement and concerned about paying too much in taxes, youfmay
want to convert a portion or all of your taxable retirement plan assets to a tax-freé Roth IRA*.

Here’s how it works.

Overcoming Obstacles
A major concern for many people considering
a Roth conversion is their tax bill. The amount
you convert from a tax-deferred retirement
plan, such as a 401(k) or a traditional IRA, is
considered a distribution and is added to
your taxable income in the year you convert.
This can create a larger
tax bill than expected
and potentially move
you into higher income
tax brackets.

If you're nearing
retirement but still
working, the extra
income can also cause
you to become ineligible
for current contributions
to an existing Roth IRA. In,. 2025, contribution
amounts begin to be limited when modified
adjlsted income hits $236,000 and phase out
completely.at $246,000 for taxpayers who

are married and'filing jointly. Limits for single
and head of household filers phase out
between $146,000 and $165,000.%* But you
do have alternative ways. to save if that's

the case.

Little by Little
Consider converting portions of tax-deferred
retirement account assets in order to meet

the income qualifications and keep your Roth
IRA contribution eligibility.In this way, you
spread out the conversion tax bill over time. If
you were stillawaorking.in 2024, you can
contribute up to $7,000 toan IRA.If you're at
leastage 50, you can add another $1,000 in
catch-up contributions.

Unlike traditional
retirement accounts, the
Roth IRA is not subject to
what's known as required
minimum distributions
(RMDs), so, you needn't
take a Roth distribution in
your lifetime. Your
financial professional can
tell you more.

* Converting from a traditional IRA to a Roth IRA
is a taxable event. A Roth IRA offers tax free
withdrawals on taxed contributions. To qualify
for the tax-free and penalty-free withdrawal of
earnings, a Roth IRA must be in place for at least
five tax years, and the distribution must take
place after age 59%: or due to death, disability, or
afirst-time home purchase (up to a $10,000
lifetime maximum). Roth IRA distributions may
be subject to state taxes.

**IRS.gov
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Develop Healthy Spending Habits

Developing and maintaining healthy spending habits seems easy in theory, but prove harder in practice. From the time we earn that
first paycheck to receipt of our first retirement check, financial goals change, but smart spending habits hold true. Consider practicing

these habits through the times of your life:

Young Adults

There is no better time to learn and practice healthy spending habits
than in our early adult years. But today’s Millennials are swamped
with 24/7 sales messages on their electronic devices, television and
in print. At any age, start by using your head and putting your heart
in cold storage when shopping. When you hear “buy, buy, buy”
answer the question “why, why, why?” before spending a dime.

Learn to curb your buying impulses. Ask questions. Do you really
need to buy a new smartphone when your old one works just

Midlife Reset

Even the most disciplined savers can fall back into poof
spending habits and see their debt levels rise. If this
sounds like you, consider the following:

1 Forgive yourself. Everyone makes mistakes;

2 Review your budget and strategize for.better
spending health;

3 Pay your credit card balahces with the highest rates
first, until they're paid'in full;

4 Ifyou use your cardsagain, pay off balances in full
each month;

5 Strivé to buy with cash instead; and

6 Put the extra cash you saved towardlong-term goals.

Near Retirement

fine and is paid off? Do you know/how those desigher. lattes add
up each month, each year? Understand your total expenses and
learn to differentiate between needs and wants.

Once you take the emotion out of buying, put younnew spending
plan in writing. Detail your income and expenses, and build an
occasional indulgence into your budget. Ultimately, you'll
appreciate‘the healthierfinancial life that you'll gain by consistently
being disciplined.
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The youngeryou are, theeasier it may be to correct poor spending habits. But no time is more important to nail this financial aspect
than when you're near retirement. Because this time of your life may include less income than when you worked, it's important to

start by lowering yaupexpenses.

Healthy spending habits near and in retirement may start and
end with reducing your major expenses. Downsizing your living
arrangements could provide the biggest boost to your disposable
income. Paying off credit card debt is a must and planning for
unexpected expenses should be a priority.

JA2025

Know, for example, that a home you own will need maintenance
at some point, so plan for its costs. Carry the insurance needed to
pay for health, disability and long-term care. Revisit your spending
plan regularly to account for changes in your life.



Leaving the Nest

When young adults leave the nest, they will confront a number of financial
challenges for the first time in their lives, but there are some things they can

do to ensure a successful experience.

Practice Good Debt Management
Credit cards are not free money, and
balances for young adults often come
with high interest rates. Paying any

Start a Regular Savings Regimen
Children watching parents save
regularly tend to develop similarly
good financial habits early in life.

balance in full each month will keep
the interest charges at bay. Protect Belongings

) Insure your student’s belongings
against a loss due to fire, theft and

other perils.

Today's students own expensive items
such as a car, computer, monitor, cell
phone, television and gaming devices.
Also, cover basics including clothing
and bedding.

Prepare for Almost
Anything

Even the most prepared people capitipredict wihen
an expensive surprise will comegdheirway or
how much it will cost. You caf, however,
prepare financially for thgfinexpected by

creating an emergengy fund to help meét

surprise expenses.

Financial Emergencies
We have all experienced the shock of
a big'expense. For example:

- The carwon't start and you learn it
needs $800,worth of work.

- The furnace breaks down and you
have to choose between a $5,000
replacement or a coldwinter.

- Your company.is struggling
financially, and youfind yourself in
the unemployment line.

Unanticipated surprises like these can
affect your budget in varying ways. An
emergency fund may help you get
through the rough spots.

Funding the Fund

There are two basic ways to
accumulate an emergency fund.
First, deposit any financial windfall
into the fund. If you receive a bonus
from your employer, an unexpected
commission or a tax refund, sock it
away in the emergency fund. You
won't miss what you didn't have
before.

Second, in lieu of a windfall, find a
little bit of money to save regularly
and put it away. Aim for three to six
months of expenses as a target. This
discipline can help you build your
emergency fund sooner than you
might think.

Too Good to
be True

As college debt soars, so do the number

of scams trying to separate yeu from your
money. The Federal drade €ommission
(FTC) reports a sh@rpuptick in scam
complaints sip€e late 2024 wheh payments
resumed after pandemic patises and
Biden's forgiveness plan €ausingconfusion.
If you have studentloansiit pays to beware.

Know Their Tricks

Scammers can duplicate government seals,
making their emails look official. Among
their false premises is their claim of fast
loan forgiveness if you pay an upfront fee
ranging from $500 to $1,500 - illegal under
federal law <plus demands for sensitive
information like Federal Student Aid logins.

Understand that no one can offer immediate
loan forgiveness. So, make sure any debt-
relief offers are legitimate before taking
action. Delete the emails and hang up on
phone calls from pretenders. Lenders

offer ways to make paying back student
debt easier.
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Retirement Readiness Checkup

Healthcare is Big

Healthcare expenses may consume the largest portion of your
retirement income, so begin by checking out current costs for
Medicare and Medigap health insurance policies, plus Part D
prescription drug coverage. Then consider how premiums will
likely increase modestly every year. Don't forget to include
deductibles, co-payments and coinsurance in your calculations.

Location, Location

Housing is often another large expense in retirement, depending
on whether you have a mortgage or rent, pay real estate taxes
and face higher utility expenses compared to other regions. Don't
assume you can painlessly leave everything and move to a less
expensive locale, especially if youre moving away from family. Jry
a new location out for a few weeks at a time in the years loéfore
you plan to retire before committing.

Do a Test Run

Another way to gauge your retirement readiness is to try living on
your monthly retirement income now. If your retirement income
projects to 70-80% of what you earn now, the transition may not
be difficult, while a tryout may conyince you that living on less
than 70% doesn't work for you.

Surprises Happen
Even when you make ducated estimates, less predictable
expenses could throw your retirement calculations out of whack.
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their tax and legal professionals. We do not endorse or guarantee
the content or'services of anyswebsite mentioned in this newsletter.
We encourage you. to review the privacy policy of each website you
visit. Limitations, restrictions and other rules and regulations apply to
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has been taken to ensure the accuracy of the newsletter copy
prior to publication, however, markets and tax information can
change suddenly. Whole or partial reproduction of Let's Talk Money®
without the written permission of the publisher is forbidden.
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A change in health is a possibility as you age. Long-term care, if
needed,'is costly. Perhaps youslan to work part-time, but poor
health could alter this plan. Or maybe you have an adult child
who needs to-move back in with'you. Ensuring a financial
cushion can help offset these and other financial surprises.

Keep On Keeping On

The good news is you still may have time before retirement.
Need more cushion? Maybe you can delay retirement by a year
or two. Perhaps you can delay taking retirement plan
distributions, allowing them to continue to potentially grow.
Talk to a licensed financial professional to learn how to best
prepare for your retirement.

We Value Your Input...

Your feedback is very important to us. If you have any
questions about the subjects covered here, or
suggestions for future issues, please don't hesitate to

call. You'll find our number on the front of this
newsletter. It's always a pleasure to hear from you.
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