
It is really hard to believe that we are in the fourth quarter of the year. Fall
is here and we hopefully continue to move toward a more familiar time. 
The last year and a half has been filled with many challenges, never more
so than for the caregivers of the Sandwich Generation.  They have been
taxed with trying to mitigate the isolation of ill and elderly relatives and of
worrying about their children’s health as they headed back to school and
college while still maintaining their own work lives.  I have been amazed by
the care, commitment and compassion of the caregivers I meet.  

Today there are many issues confronting those of us in the Sandwich
Generation and one of those is how to pay for college without ignoring our
own future retirement needs. Please check this issue’s article on the
FAFSA form for student aid.  Also important for everyone is cyber security
and we have some good information on how to make you more security
savvy. Lastly, see my Pro Tips article for avoiding rollover mistakes.

In the meantime, enjoy the wonderful fall weather – take a long walk or
bike ride and let nature soothe your spirits.  

Chip

Paying for College:  The FAFSA Form is Critical

The truth is that no one in the middle class is really prepared for the costs
of college. According to the College Board, in 2020-21 the average
estimated annual costs (tuition, fees, room and board and allowances for
books and supplies, transportation and other personal expenses) for full
time undergraduate students are:

$18,550 for public two-year community colleges
$26,820 for public four year in-state students 
$43,280 for public out-of-state students
$54,880 for private four-year students 

http://research.collegeboard.org/trends/college-pricing

That’s a lot of money for most families who probably will have more than
one student at a time in college.  If you’re a member of the Sandwich
Generation understanding the FAFSA is important. 

There are many strategies for paying for college, but your plans should
always include the Free Application for Federal Student Aid, the FAFSA
form.  Every year millions of dollars for college are left on the table by
students who didn’t file a FAFSA. If you don’t file you won’t qualify for
most financial aid. Some facts about FAFSA:

It’s free, you don’t need anyone to fill it out for you.
Your family does not have to be low-income to qualify for aid.
When you fill out a FAFSA you automatically qualify for low-
interest loans. http://blog.collegeboard.org/what-is-the-fafsa

Important FAFSA deadlines.

October 1, 2021 is the first day you can file for the 2021-22
school year.
June 30, 2022 is the last day you can file for the 2021-22 school
year.

File as close to October 1 as possible.  States and colleges may have
different filing deadlines, make sure you check the deadlines of the states
and schools you are interested in attending ahead of time. 
http://www.nerdwallet.com/article/loans/student-loans/fafsa-deadline

Don’t leave money on the table. If you don’t file, you don’t qualify.

Don’t let the opportunity for financial aid pass you by.  For more
information go to http://www.usa.gov/financial-aid or call me, I am always
here to help.

Tips for Staying as Cyber Secure as Possible

We’ve all heard stories of friends or business colleagues whose computer,
tablet or smartphone got hacked.  While most of us are not extremely tech
savvy, there are important things we can do to protect ourselves from
hackers and malware. Perhaps the most important way to protect
ourselves is by taking advantage of our system’s software updates.  

Why update promptly?

Updating your software is about more than just a few cosmetic changes or
tweeks  to apps.  It is about keeping your device safe.  Most companies
send an update when they discover a vulnerability in their security.  The
update helps protect you from cyberattacks.   Unfortunately, many of us
ignore the update and leave ourselves open to hackers.  Here are some
steps to take:

Turn on automatic updates whenever possible to always stay
up-to-date.
Update as soon as possible when you get an update
notification.
Regularly check your device for update notices.

Here are some other tips for staying as cyber secure as possible.

Create a Secret Email for financial accounts:  Do not use your
name, initials or any identifying information
Create a random and strong password:  Use a mnemonic
device. For example  “Jack & Jill went up the hill” becomes
J&Jw^thhl.
Set up 2 factor authorization.
Make sure your Wi-Fi Network is secure:  Encrypt your
wireless router and change outer password and username.
Use public Wi-Fi with extreme caution and never with your
financial accounts.
Get instant text/email alerts for financial account activity.
Always back up files so you never have to pay ransom-ware
extortion.
Never automatically open emails, even from people you know. 
Hover over the link or URL to determine true link.

Sources:

savvycybersecurity.com

http://usa.kaspersky.com/about/press-releases/2015_kaspersky-lab-asks-
consumers--are-you-cyber-savvy-

Do you remember the children counting game called “Ten in Bed?”  The
kids would sing “There were ten in the bed and the little one said, Roll
over! Roll Over!  So, they all rolled over and one fell out and bumped its
head.”  Fun and no damage done.

However, when retirement rollovers fall out of bed, the costs to your
retirement can be very painful.  Here are my top three rollover mistakes to
avoid rollover pain.

1.  Painful:  The indirect “60-Day” 401(k) rollover:  Don’t take a
withdrawal from a retirement account and play beat the clock to move into
another retirement account within 60 days.  If you miss the deadline the
amount is 100% taxable and if under age 59 ½ you could also be charged
a 10% early withdrawal penalty.

Adding insult to injury, 401(k) plans must withhold 20% from your balance,
meaning that you must come up out of pocket for the other 20% to rollover
into another account. The 20% withholding will be credited against your
taxes.  

Painless: Always do a direct rollover where funds are transferred
directly between the retirement accounts.

2.  Painful:  Rolling over a 401(k) with an RMD due:  People are
working longer and while working they won’t be forced to withdraw a
required minimum distribution (RMD) from their company retirement plan
unless they are an owner. Since RMDs cannot be rolled over, this mistake
could result in an excess contribution penalty of 6% annually, plus interest
until corrected.  

Painless: Pay out the current year RMD first before rolling over to an
IRA.  

3.  Painful:  Divorce and 401(k) plans.  A major mistake can occur when
spouses divide a 401(k) and an ex-spouse withdraws their portion to
deposit into their own retirement account.  This becomes a taxable
distribution that can’t be undone and not eligible to be rolled over.

Painless: To avoid a large tax hit, 401(k) funds should be moved
from one spouse to the other through a tax-free transfer called a
QDRO.  A QDRO account will be created in the 401(k) for the recipient
and once established can be left in the plan or rolled over into an IRA.  

However, if the recipient is under the age of 59 ½ they should think twice
before rolling over.  That’s because withdrawals from a QDRO are exempt
from the 10% early withdrawal penalty.  Once rolled into an IRA this
exemption disappears and would significantly increase the tax cost of
withdrawals if needed.   

There are numerous other examples of rollover mistakes you can
make. Always get advice.

Whenever considering moving or withdrawing funds from a retirement
account make sure you’re getting advice from a tax advisor or a financial
advisor who is experienced in retirement rollovers. I am always here to
help.
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