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Happy September,

A will is an essential legal
document that describes how
your estate should be distributed
upon your death. It is the basis
for the probate process and can
serve as a guide for your heirs.

A letter of instruction — which has
no legal status — provides
information that can help your
loved ones settle your estate and
move forward with their lives. You
might consider it a map for your
family.

Unlike a will, which must follow
legal guidelines for your state and
may require an attorney, a letter
of instruction can be written
yourself in any way you choose.
This month's newsletter covers
some topics you may want to
address.

We hope you enjoy our
newsletter for the month.
Anything you want to read in
particular? Please send us an
email.

Contributing to a 401(k) or similar work-sponsored retirement plan is one of the
easiest ways to invest for your future. Plan contributions are automatically
deducted from your pay and invested in a tax-advantaged account before you
receive your paycheck, which helps avoid the temptation to spend it.

Nearly 9 out of 10 employees who are eligible to participate in a 401(k) plan
choose to do so, and they contribute 6.7% of their earnings, on average.
Here's a look at where those contribution dollars go.

Source: Plan Sponsor Council of America, 2020 (2019 plan data)
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Company Stock and Your Retirement Strategy
The opportunity to acquire company stock — inside or
outside a workplace retirement plan — can be a
lucrative employee benefit. Your compensation may
include stock options or bonuses paid in company
stock. Shares may be offered at a discount through an
employee stock purchase plan and held in a taxable
account, or company stock might be one of the
investment options in your tax-deferred 401(k) plan.

Either way, having too much of your retirement
savings or net worth invested in your employer's stock
could become a problem if the company or sector hits
hard times, especially if a job loss and stock value loss
occur at the same time. There are also tax implications
to consider.

Concentrate on Diversification
The possibility of heavy losses from having a large
portion of your portfolio holdings in one investment,
asset class, or market segment is known as
concentration risk. Buying shares of any individual
stock carries risks specific to that company or industry,
so a shift in market forces, regulation, technology,
competition, scandals, and other unexpected events
could damage the value of the business.

Holding more than 10% to 15% of your assets in
company stock could upend your retirement strategy if
the stock suddenly declines in value, and
overconcentration can sneak up on you as your
position builds slowly over time. To help maintain a
healthy level of diversification in your portfolio, look
closely at your plan's investment options and consider
directing some of your contributions into funds that
provide exposure to a wider variety of market sectors.

You might also consider strategies that involve selling
company shares systematically or right after they
become vested. But make sure you are aware of the
rules, restrictions, and time frames for liquidating
company stock, as well as any tax consequences.

Company Stock Ownership Has Fallen

Source: Employee Benefit Research Institute, 2021 (data from participants
in the 2018 EBRI/ICI 401(k) database)

Take Advantage of NUA
If you sell stock inside your 401(k) account and
reinvest in other plan options, or you roll the stock over
to an IRA, future distributions will likely be taxed as
ordinary income. However, if you own highly
appreciated company stock in your employer plan, you
might benefit from a special tax break on lump-sum
distributions of net unrealized appreciation (NUA).
NUA allows the appreciation on company stock in a
401(k) to be taxed at lower long-term capital gains
rates when the shares are sold, instead of the ordinary
income tax rates that would otherwise apply to
retirement plan distributions.

To qualify for NUA, the lump-sum distribution must
follow a triggering event such as separation from
service, reaching age 59½, disability, or death. The
stock must be distributed in kind — as stock — and
transferred to a taxable account. You would owe
income tax at the ordinary rate in the year of the
distribution, but only on the cost basis of the stock.

If your retirement plan consists of employer stock and
other types of investments (cash, mutual funds, etc.),
the other assets can be transferred into an IRA, to
another employer's plan, or withdrawn entirely. This
doesn't have to happen simultaneously with the stock
distribution, but the distributions must occur in the
same tax year, and the account balance on your
employer plan must be zero by the end of that year.

If distributions of company stock are handled correctly,
the savings from NUA can be substantial, especially
for those in higher tax brackets. But keep in mind that
taking any partial distribution from your employer plan
after a triggering event — even an in-plan Roth
conversion or required minimum distribution — could
disqualify you from the NUA tax break, unless another
triggering event occurs.

All investments are subject to market fluctuation, risk,
and loss of principal. When sold, investments may be
worth more or less than their original cost.
Diversification and asset allocation are methods used
to help manage investment risk; they do not guarantee
a profit or protect against investment loss.
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Grandparent 529 Plans Get a Boost Under New FAFSA Rules
529 plans are a favored way to save for college due to
the tax benefits and other advantages they offer when
funds are used to pay a beneficiary's qualified college
expenses. Up until now, the FAFSA (Free Application
for Federal Student Aid) treated grandparent-owned
529 plans more harshly than parent-owned 529 plans.
This will change thanks to the FAFSA Simplification
Act that was enacted in December 2020. The new law
streamlines the FAFSA and makes changes to the
formula that's used to calculate financial aid eligibility.

Current FAFSA Rules
Under current rules, parent-owned 529 plans are listed
on the FAFSA as a parent asset. Parent assets are
counted at a rate of 5.64%, which means 5.64% of the
value of the 529 account is deemed available to pay
for college. Later, when distributions are made to pay
college expenses, the funds aren't counted at all; the
FAFSA ignores distributions from a parent 529 plan.

By contrast, grandparent-owned 529 plans do not
need to be listed as an asset on the FAFSA. This
sounds like a benefit. However, the catch is that any
withdrawals from a grandparent-owned 529 plan are
counted as untaxed student income in the following
year and assessed at 50%. This can have a negative
impact on federal financial aid eligibility.

Example: Ben is the beneficiary of two 529 plans: a
parent-owned 529 plan with a value of $25,000 and a
grandparent-owned 529 plan worth $50,000. In Year 1,
Ben's parents file the FAFSA. They must list their 529
account as a parent asset but do not need to list the
grandparent 529 account. The FAFSA formula counts
$1,410 of the parent 529 account as available for
college costs ($25,000 x 5.64%). Ben's parents then
withdraw $10,000 from their account, and Ben's
grandparents withdraw $10,000 from their account to
pay college costs in Year 1.

In Year 2, Ben's parents file a renewal FAFSA. Again,
they must list their 529 account as a parent asset.
Let's assume the value is now $15,000, so the formula
will count $846 as available for college costs ($15,000
x 5.64%). In addition, Ben's parents must also list the
$10,000 distribution from the grandparent 529 account
as untaxed student income, and the formula will count
$5,000 as available for college costs ($10,000 x 50%).
In general, the higher Ben's available resources, the
less financial need he is deemed to have.

New FAFSA Rules
Under the new FAFSA rules, grandparent-owned 529
plans still do not need to be listed as an asset, and
distributions will no longer be counted as untaxed
student income. In addition, the new FAFSA will no
longer include a question asking about cash gifts from
grandparents. This means that grandparents will be
able to help with their grandchild's college expenses

(either with a 529 plan or with other funds) with no
negative implications for federal financial aid.

However, there's a caveat: Grandparent-owned 529
plans and cash gifts will likely continue to be counted
by the CSS Profile, an additional aid form typically
used by private colleges when distributing their own
institutional aid. Even then it's not one-size-fits-all —
individual colleges can personalize the CSS Profile
with their own questions, so the way they treat
grandparent 529 plans can differ.

Source: ISS Market Intelligence, 529 Market Highlights, 2019 and 2020

When Does the New FAFSA Take Effect?
The new, simplified FAFSA opens on October 1, 2022,
and will take effect for the 2023-2024 school year.
However, grandparents can start taking advantage of
the new 529 plan rules in 2021. That's because 2021
is the "base year" for income purposes for the
2023-2024 FAFSA, and under the new FAFSA a
student's income will consist only of data reported on
the student's federal income tax return. Because any
distributions taken in 2021 from a grandparent 529
account won't be reported on the student's 2021 tax
return, they won't need to be reported as student
income on the 2023-2024 FAFSA.

Consider the investment objectives, risks, charges,
and expenses associated with 529 plans before
investing. This information and more is available in the
plan's official statement and applicable prospectuses,
including details about investment options, underlying
investments, and the investment company; read it
carefully before investing. Also consider whether your
state offers a 529 plan that provides residents with
favorable state tax benefits and other benefits, such as
financial aid, scholarship funds, and protection from
creditors. As with other investments, 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. For
withdrawals not used for higher-education expenses,
earnings may be subject to taxation as ordinary
income and a 10% federal income tax penalty.
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A Map for Your Family

Prepared by Broadridge Investor Communication Solutions, Inc. Copyright 2021

There are many ways to receive more straight talk and input from your favorite Advisers and Retirement Coaches:

Listen to our show "Straight Talk on Retirement" every Saturday from 10-11am on KTRS 550-AM.

We are accepting new clients so please do not hesitate to offer your friends and family members the chance to visit with us for a free
coaching session- let's help them get their financial life on track!

Securities offered through LPL Financial, member FINRA/SIPC. Investment advice offered through Private Advisor Group, a Registered
Investment Advisor. Private Advisor Group and JBL Financial Services Inc., are separate entities from LPL Financial.

The information in this article is not intended to be tax or legal advice, and may not be relied on for the purpose of avoiding any federal tax
penalties. You are encouraged to seek tax or legal advice from an independent professional adviser. The content is derived from sources
believed to be accurate. Neither the information presented nor any opinion expressed constitutes a solicitation for the purchase or sale of
any security. This material was written and prepared by Broadridge.

A will is an essential legal document that describes
how your estate should be distributed upon your
death. It is the basis for the probate process and can
serve as a guide for your heirs.

A letter of instruction — which has no legal status —
provides information that can help your loved ones
settle your estate and move forward with their lives.
You might consider it a map for your family.

Unlike a will, which must follow legal guidelines for
your state and may require an attorney, a letter of
instruction can be written yourself in any way you
choose. Here are some topics you may want to
address.

Financial accounts and account numbers, including
online user names and passwords. If you prefer not to
write down user names or passwords, the executor of
your estate should be able to access accounts with the
account numbers and your Social Security number.

List of documents and their locations, including (but
not limited to) your will, insurance policies, tax returns,
bank and investment account documents, real estate
deeds and mortgage documents, vehicle titles, Social
Security and Medicare cards, marriage and/or divorce
papers, and birth certificate.

Contact information for professionals who handle
your financial and legal affairs, such as your attorney,
financial advisor, insurance agent, and accountant.

Also include others who may be helpful, such as a
business partner or trusted friend.

Bills and creditors, including when payments are due
and other pertinent information, such as loan terms
and balances as of the date of the letter.

Your final wishes for burial or cremation, a funeral or
memorial service, organ donation, and charitable
contributions in your memory.

You might also include more personal thoughts or life
lessons that you want to pass on, or you could write a
separate letter. Keep your letter of instruction in a safe,
yet accessible place and tell your loved ones where it
can be found. It might be wise to give a copy of the
letter to the executor of your estate and other trusted
friends or advisers.

Be sure to review the letter regularly and update it as
appropriate. Your heirs will thank you for taking the
time to prepare.
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