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AROTH IRA'S MANY BENEFITS

Hopefully, the worst of the pandemic is behind
us. Our entire staff is back at the office and we
are making every effort, possible, to get back
to normal. The office has been organized to
provide safety that complies and exceeds the
CDC Guidelines. The staff is protected and you
will be protected, too.

We are making serious plans to redo much of
the client meeting areas, as well as, the staff
and advisor spaces. While this will take time,
we think you will like the improvements.

In past newsletters, | had mentioned that we
plan on adding client service capabilities and
the ability to offer new products. Presently, one
of the staff is studying Medicare Supplement
Plans. We have established a relationship with
a specialty provider that will allow us to offer
many options to our clients.

The firm as adding a new employee in August.
While the person has been selected and

the starting date will be soon, we will wait

and make the introduction in next month'’s
newsletter.

BEFORE YOU CLAIM SOCIAL
SECURITY

COLLEGE FUNDING
OPTIONS

Kathy and | are back in WNY for the summer.
The weather here is as hot as South Carolina.
We had planned on spending more time

in WNY but with the pandemic, our plans
changed.

As | end this section, let me encourage
everyone to be safe, careful, and to make the
needed changes so you can lead a full life
during these challenging times.

Let's hope the summer is good for all of us. We
appreciate you and your business.

Richard Moldenhauer

Find us on

Facebook


http://www.moldenhauerassociates.com
https://www.facebook.com/pages/Moldenhauer-Associates/292972874217494
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A ROTH IRA'S MANY
BENEFITS

Why do so many people choose them over
traditional IRAs?

The IRA that changed the whole retirement
savings perspective.

Since the Roth IRA was introduced in 1998, its popularity
has soared. It has become a fixture in many retirement
planning strategies because it offers savers so many
potential advantages.

The key argument for going Roth can be summed

up in a sentence: Paying taxes on your retirement
contributions today may be better than paying taxes
on your retirement savings tomorrow.

Think about it. Would you rather pay taxes today or wait
10 years and see where the tax rates end up? With that in
question in mind, here are some of the potential benefits
associated with opening and contributing to a Roth IRA.

What you see is what you get.

Roth IRA contributions are made with after-tax dollars,
and any potential earnings on investments within a Roth
IRA are not subject to income tax or included in the
account owner’s income. Instead, they accumulate on a
tax-deferred basis and are tax-free when withdrawn from
the Roth if the distribution is qualified.’

You can arrange tax-free retirement income.

Roth IRA earnings can be withdrawn tax-free as long as
you are 59%2 or older and have owned the account for

at least 5 years. The IRS calls such tax-free withdrawals

qualified distributions.?

Withdrawals don’t affect taxation of Social
Security benefits.

If your provisional income is between $25,000 and
$34,000 — or $32,000 and $44,000 for joint filers —
then your Social Security benefits may be taxed if you
take withdrawals before your full retirement age. Luckily,
a qualified distribution from a Roth IRA doesn’t count
as taxable income, which may be a means of avoiding
taxation on your social security benefit.3#

6195 W. Quaker St., Orchard Park, NY 14127 // 716.662.4361

AUGUSTNEWSLETTER

You have until your tax-filing deadline to
make a Roth IRA contribution for a given tax
year.

For example, IRA contributions for the 2019 tax year
may be made up until April 15, 2020. While April 15

is the annual deadline, many IRA owners who make
lump sum contributions for a given tax year make them
as soon as that year begins, not in the following year.
Making your Roth IRA contributions earlier gives the
funds in the account more time to potentially grow.
Remember, though that Roth IRA contributions cannot
be made by taxpayers with high incomes. In 2019, the
income phaseout limit was $137,000 for single filers and
$203,000 for married couples who file jointly.>

Who can open a Roth IRA?

Anyone with earned income (and that includes a minor).

How much can you contribute to a Roth IRA
annually?

The combined annual contribution limit to all of your
traditional and Roth IRAs is $6,000 for 2019 and 2020
($7,000 if you're age 50 or older), but income limits may
reduce or eliminate your ability to contribute. To sweeten
the deal even further, you can keep making annual Roth
IRA contributions all your life.®

All this may have you thinking about
opening up a Roth IRA.

A chat with the financial professional you know and trust
may help you evaluate whether a Roth IRA is right for
you, given your particular tax situation and retirement
horizon.

Richard Moldenhauer may be reached at 716-662-4361.
Provided by Richard C. Moldenhauer, CLU, CEP, RFC, ChFC

The Roth IRA offers tax deferral on any earnings in the account. Withdrawals from the account
may be tax free, as long as they are considered qualified. Limitations and restrictions may apply.
Withdrawals prior to age 59 2 or prior to the account being opened for 5 years, whichever

is later, may result in a 10% IRS penalty tax. Future tax laws can change at any time and may
impact the benefits of Roth IRAs. Their tax treatment may change.

This material was prepared by MarketingPro, Inc., and does not necessarily represent the views
of the presenting party, nor their affiliates. This information has been derived from sources
believed to be accurate. Please note - investing involves risk, and past performance is no
guarantee of future results. The publisher is not engaged in rendering legal, accounting or
other professional services. If assistance is needed, the reader is advised to engage the services
of a competent professional. This information should not be construed as investment, tax or
legal advice and may not be relied on for the purpose of avoiding any Federal tax penalty. This
is neither a solicitation nor recommendation to purchase or sell any investment or insurance
product or service, and should not be relied upon as such. All indices are unmanaged and are
not illustrative of any particular investment.

Securities and advisory services offered through Commonwealth Financial Network, Member
FINRA/SIPC, a Registered Investment Advisor, Fixed Insurance products and services offered
through Moldenhauer and Associates.
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BEFORE YOU CLAIM SOCIAL
SECURITY

A few things you may want to think about before
filing for benefits.

Whether you want to leave work at 62, 67, or 72,
claiming the retirement benefits you are entitled to
by federal law is no casual decision. You will want to
consider a few key factors first.

How long do you think you will live?

If you have a feeling you will live into your nineties,

for example, it may be better to claim later. If you

start receiving Social Security benefits at or after Full
Retirement Age (which varies from age 66 to 67 for those
born in 1943 or later), your monthly benefit will be larger
than if you had claimed at 62. If you file for benefits at
FRA or later, chances are you probably a) worked into
your mid-sixties, b) are in fairly good health, and c) have
sizable retirement savings.'

If you really need retirement income, then claiming

at or close to 62 might make more sense. If you have
an average lifespan, you will, theoretically, receive the
average amount of lifetime benefits regardless of when
you claim them. Essentially, the choice comes down to
more lifetime payments that are smaller versus fewer
lifetime payments that are larger. For the record, Social
Security’s actuaries project that the average 65-year-
old man to live 84.0 years, and the average 65-year-old
woman, 86.5 years.?

Will you keep working?

You might not want to work too much, since earning too
much income may result in your Social Security being
withheld or taxed.

Prior to Full Retirement Age, your benefits may be
lessened if your income tops certain limits. In 2018, if you
are aged 62 to 65, receive Social Security, and have an
income over $17,040, $1 of your benefits will be withheld
for every $2. If you receive Social Security and turn 66
later this year, then $1 of your benefits will be withheld
for every $3 that you earn above $45,360.2

l
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Social Security income may also be taxed above the
program’s “combined income” threshold. (“Combined
income” = adjusted gross income + nontaxable interest
+ 50% of Social Security benefits.) Single filers who have
combined incomes from $25,000 to $34,000 may have
to pay federal income tax on up to 50% of their Social
Security benefits, and that also applies to joint filers with
combined incomes of $32,000 to $44,000. Single filers
with combined incomes above $34,000 and joint filers
whose combined incomes surpass $44,000 may have to
pay federal income taxes on up to 85% of their Social

Security benefits.®

When does your spouse want to file?

Timing does matter, especially for two-income couples. If
the lower-earning spouse collects Social Security benefits
first, and then the higher-earning spouse collects them
later, that may result in greater lifetime benefits for the

household.*

Finally, how much in benefits might be
coming your way?

Visit SSA.gov to find out, and keep in mind that Social
Security calculates your monthly benefit using a formula
based on your 35 highest-earning years. If you have
worked for less than 35 years, Social Security fills in the
“blank years” with zeros. If you have, say, just 33 years
of work experience, working another couple years might
translate to a slightly higher Social Security income.”

A claiming decision may be one of the most significant
financial decisions of your life. Your choices should

be evaluated years in advance — with insight from the
financial professional who has helped you plan for
retirement.

Richard Moldenhauer may be reached at 716-662-4361.
Provided by Richard C. Moldenhauer, CLU, CEP, RFC, ChFC

This material was prepared by MarketingPro, Inc., and does not necessarily represent the views
of the presenting party, nor their affiliates. This information has been derived from sources
believed to be accurate. Please note - investing involves risk, and past performance is no
guarantee of future results. The publisher is not engaged in rendering legal, accounting or
other professional services. If assistance is needed, the reader is advised to engage the services
of a competent professional. This information should not be construed as investment, tax or
legal advice and may not be relied on for the purpose of avoiding any Federal tax penalty. This
is neither a solicitation nor recommendation to purchase or sell any investment or insurance
product or service, and should not be relied upon as such. All indices are unmanaged and are
not illustrative of any particular investment.

Securities and advisory services offered through Commonwealth Financial Network, Member
FINRA/SIPC, a Registered Investment Advisor, Fixed Insurance products and services offered
through Moldenhauer and Associates.
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COLLEGE FUNDING OPTIONS

You can plan to meet the costs through a variety of
methodes.

How can you cover your child’s future college costs?
Saving early (and often) may be key for most families.
Here are some college savings vehicles to consider.

529 college savings plans.

Offered by states and some educational institutions,
these plans allow you to save up to $15,000 per year

for your child’s college costs without having to file an
I.R.S. gift tax return. A married couple can contribute up
to $30,000 per year. (An individual or couple’s annual
contribution to a 529 plan cannot exceed the yearly gift
tax exclusion set by the Internal Revenue Service.) You
can even front-load a 529 plan with up to $75,000 in
initial contributions per plan beneficiary — up to five years
of gifts in one year — without triggering gift taxes."?

529 plans commonly feature equity investment options
that you may use to try and grow your college savings.
You can even participate in 529 plans offered by other
states, which may be advantageous if your student wants
to go to college in another part of the country. (More
than 30 states offer some form of a tax deduction for 529
plan contributions.)'?

Earnings from 529 plans are exempt from federal tax and
generally exempt from state tax when withdrawn, so long
as they are used to pay for qualified education expenses
of the plan beneficiary. If your child doesn’t want to go
to college, you can change the beneficiary to another
child in your family. You can even roll over distributions
from a 529 plan into another 529 plan established for the
same beneficiary (or another family member) without tax
consequences.’

Grandparents can start a 529 plan (or other college
savings vehicle) just like parents can. In fact, anyone can
set up a 529 plan on behalf of anyone. You can even
establish one for yourself.!

These plans now have greater flexibility. Thanks to the
federal tax reforms passed in 2017, up to $10,000 of 529
plan funds per year may now be used to pay qualified
K-12 tuition costs.??

Coverdell ESAs.

Single filers with modified adjusted gross incomes
(MAGIs) of $95,000 or less and joint filers with MAGlIs
of $190,000 or less can pour up to $2,000 into these
accounts annually, which typically offer more investment
options than 529 plans. (Phaseouts apply above those
MAGI levels.) Money saved and invested in a Coverdell
ESA can be used for college or K-12 education
expenses.?
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Contributions to Coverdell ESAs aren’t tax deductible,
but the accounts enjoy tax-deferred growth, and
withdrawals are tax free, so long as they are used for
qualified education expenses. Contributions may be
made until the account beneficiary turns 18. The money
must be withdrawn when the beneficiary turns 30, or
taxes and penalties will occur. Money from a Coverdell
ESA may even be rolled over into a 529 plan.?*

UGMA & UTMA accounts.

These all-purpose savings and investment accounts are
often used to save for college. They take the form of a
trust. When you put money in the trust, you are making
an irrevocable gift to your child. You manage the trust
assets until your child reaches the age when the trust
terminates (i.e., adulthood). At that point, your child
can use the UGMA or UTMA funds to pay for college;
however, once that age is reached, your child can also
use the money to pay for anything else.®

Whole life insurance.

If you have a permanent life insurance policy with cash
value, you can take a loan from (or even cash out of) the
policy to meet college costs. Should you fail to repay the
loan balance, obviously, the policy’s death benefit will be
lower.6”

Did you know that the value of a life insurance policy is
not factored into a student’s financial aid calculation? If
only that were true for college savings funds.®

Imagine your child graduating from college, debt free.
With the right kind of college planning, that may happen.
Talk to a financial professional today about these savings
methods and others.

Richard Moldenhauer may be reached at 716-662-4361.
Provided by Richard C. Moldenhauer, CLU, CEP, RFC, ChFC
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UPCOMING EVENT

Our upcoming seminars are at:

UPCOMING SEMINAR SITES AND DATES TO BE
DETERMINED SOON.

Please visit our website at www.moldenhauerassociates.com for updates.

We encourage clients who live in the area to consider attending with a friend or two. We find that the best way
to introduce new potential clients to our firm is when an existing client brings a friend to one of our seminars.
As you know, these are informational/educational events. We are not there to convince people that we are

the only firm to consider working with. Rather, we do believe that our firm offers a quality opportunity for
those people looking for a new advisor relationship. Please consider attending an upcoming seminar in your
neighborhood with a friend. You may register for a seminar by calling 716-662-4361 or through our website at
www.moldenhauerassociates.com.

Securities and advisory services offered through Commonwealth Financial Network, Member FINRA/SIPC,
a Registered Investment Advisor, Fixed Insurance products and services offered through Moldenhauer and
Associates.

Privacy & Security

Trust is at the heart of every successful, ongoing relationship. At Moldenhauer & Associates, earning and keeping your trust is the standard for everything we do. Because of this commitment, we never
sell, rent or trade e-mail addresses with any other company. We use e-mail addresses furnished by our clients and potential clients strictly for sending newsletters and client communication

Before investing, carefully consider the investment objectives, limitations, risks, fees and expenses of the products and any underlying investment options. This information can be found in the product
prospectuses. Copies are available from our office. Please read carefully before investing
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