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The IRS has increased the contribution limit for retirement plans 
for the first time since 2013.  The contribution limit for individual 
retirement accounts is $6,000 up from $5,500.  Workers 50 and 
older can save as much as $7,000 in an IRA with the $1,000 catch-up.    

Deductions for contributions are subject to income phase-out ranges depending 
on earnings and if you have access to a work retirement program.

IRA Contributions
For IRA contributions in 2019, single taxpayers covered by a workplace plan have 
a phase-out range between $64,000 and $74,000.  If you earn below $64,000 an 
IRA contribution is deductible and if you earn above $74,000 it is not. 

The phase-out range for married couples filing jointly, where the spouse con-
tributing to the IRA is covered by a workplace retirement plan, is $103,000 to 
$123,000.  For IRA contributors not covered by a workplace retirement plan, 
who are married to someone covered, the deduction is phased out with income 
between $193,000 and $203,000.

Roth IRA Contributions
Roth IRA contributions are not deductible and have different income limits.  Sin-
gle taxpayers or heads of household have an income phase-out range between 
$122,000 and $137,000.  For married couples filing jointly, the income phase-out 
range is $193,000 to $203,000.

The IRS also increased the contribution limit for 401(k), 403(b) , most 457 plans 
and the federal government’s Thrift Savings Plan.  You can now contribute up to 
$19,000 and for savers over 50 the catch up contribution is $6,000.  This means 
an employee 50 or older can put up to $25,000 in their 401(k) plan. 

Keep in mind you have until April 15th to make your contribution for 2018.  You 
can make your contribution for 2019 now.  Why not get a head start on saving 
and contribute early in the year?
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College prices are up again this year.  According to The Col-
lege Board’s latest Trends in College Pricing, the average total 
cost to attend one year at a four-year public, in-state college 
now runs over $21,000, and over $48,000 at a private, non-
profit four-year school.  The projected average total college 
costs for a child born in 2018 exceed $240,000 for a four-
year public college and top $550,000 for a private college.1

Clearly, anyone looking to fund a child’s education will want 
to plan ahead.  The good news is that there are tax-advan-
taged ways to save for college - 529 plans and Coverdell Ed-
ucation Savings Accounts.  While these accounts share some 
common characteristics, they vary in their contribution limits, 
income limits and other restrictions.  Below is a summary of 
each. 

529 Plans
Named after the section of the federal tax code that governs 
them, 529 plans are generally sponsored by individual states, 
or in some cases, by qualified educational institutions.  They 
are administered by investment companies, which also over-
see the underlying assets. 

There are two types of 529 plans.  The more familiar one, 
the education savings plan, allows for the investment of con-
tributions into portfolios of mutual funds or similar financial 
instruments. Most are national plans - that is, residents of one 
state may use a plan sponsored by another state.

Key features of 529 education savings plans include:

• Generous lifetime contribution limits that often exceed 
$200,000 per beneficiary.

• Tax rules that let anyone give up to $15,000 in 2019, free 
from federal gift taxes, to as many individuals as they 
choose. Donors also have the option of averaging a single 

lump-sum contribution over five years, effectively allow-
ing them to give up to $75,000 at one time, gift tax free.

• No income restrictions on contributiors to 529 plans.
• Earnings accumulate tax free.
• Money in a college savings plan may be used at any eli-

gible college or university for qualified expenses such as 
tuition, books and computer equipment.  529 plans may 
also be used  to fund up to $10,000 per year in qualified 
expenses at eligible K-12 schools.

• Qualified withdrawals are free of federal income taxes 
and may be exempt from state taxes as well (tax rules 
vary from state to state). 

• The individual who creates a 529 plan account on behalf 
of a beneficiary generally maintains complete control 
over the account.

• Account owners may also change beneficiaries
• Contributions to 529 plans may provide a state tax de-

duction or credit for residents of the sponsoring state. If 
your state or your designated beneficiary’s state offers a 
529 plan, you may want to consider what, if any, poten-
tial state income tax or other benefits it offers before 
investing. 

The second type of 529 plan, called a prepaid tuition plan, 
lets you pay future tuition at today’s rates, essentially taking 
inflation out of the equation.  These plans are, in general, 
available to residents of the sponsoring state for in-state 
tuition only, although some state schools offer them to out-
of state students too, and some private schools offer them 
as well. 

Coverdells
Coverdell Education Savings Accounts allow tax-free with-
drawals for elementary and high school expenses in addition 
to college costs. 
• Contributions are capped at $2,000 annually per benefi-

This Material was prepared by DST Systems.  Because of the possibility of human or mechanical error by DST Systems, Inc. or its sources, neither DST Systems, 
Inc. nor its sources guarantees the accuracy, adequacy, completeness or availability of any information and is not responsible for any errors or omissions or for 
the results obtained from the use of such information.  The opinions voiced in this material are for general information only and are not intended to provide 
specific advice or recommendations for any individual.  All performance is historical and is no guarantee of future results.  Please consult me if you have any 
questions. DST is not affiliated with LPL Financial or APD Wealth Management.  Opinions expressed are for general information and should not be considered a 
soliciation for the purchase or sale of securities.



greg’S corner
I hope everyone had a great holiday season and your new 
year is off to a good start.  The market is certainly off to a 
volatile start!

Market condidtions are always changing and while these 
fluctuations can be troubling, it’s best to not let short-term 
swings affect your long-term strategy.  Your asset allocation 
should reflect your risk tolerance and time horizon.  I under-
stand that sticking to your investment plan is hard in times 
like these, but focus on what you can control. Continue to 
save, invest and maintain the allocation mix that is appropri-
ate for your needs.  Of course if you are losing sleep over 
this or you have any questions, please call me!

When you call 
us you may 
hear a new 
voice on the 
phone,
Welcome to 
Sandy Dennin!  
Sandy started 
working with 
us in Septem-
ber as our 
Client Service 
Associate.  She 
is currently 
studying for 
her securities 

registrations and will have completed them by this Spring.  
I’ve worked with Sandy in the past and I am happy to have 
her join us.  

Family wise, things are very good with us.  Tyler started 
playing basketball last week and believe it or not, the baseball 
team has already started captains practices.  They are also 
hitting one night a week.

Cal is doing well at Gustavus.  He was done with classes the 
week before Christmas and goes back for J-term on January 
7th. They start baseball practice right when he gets back. It 
will be fun to see if he makes the Varsity or JV team. 

Lisa is still enjoying her work helping young kids with reading.  
The school she works at is only a couple of miles from our 
house so she really likes having a short commute on these 
cold, snowy days.

All is good with me.  We are trying to plan a family trip to 
Lutsen MN to ski.  These trips are getting harder to plan as 
we have to work around the kids school and sports sched-
ules. But we’re all happy and healthy so it’s a nice problem to 
have.

I hope everything is good with all of you and your families.  
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Our family on Christmas

Our family at an escape room

“A market downturn doesn’t 
bother us.  It is an opportunity to 
increase our ownership of great 

companies with great management 
at good prices.” 

Warren Buffett

When Opportunity Knocks... 
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ciary and are made with post-tax money. Excess contri-
butions are subject to a 6% federal excise tax.

• The deadline to contribute to a Coverdell is generally 
April 15, the same deadline that applies to IRAs.

• Account owners may also change beneficiaries.  
• You cannot contribute if your modified adjusted gross 

income is more than $110,000 if you file singly or more 
than $220,000 if you file jointly.

• Earnings accumulate tax free.
• Withdrawals are federally tax free when used to pay 

qualified elementary, seondary or college expenses.
• The beneficiary can take withdrawals at any time, but 

any amounts in excess of his or her qualified education 
expenses will be taxable as income.  A 10% additional 
federal tax may also apply.

• Assets generally must be used before the beneficiary’s 
30th birthday.

Considerations 
 
Choosing a college investment vehicle is not necessarily a 
“one or the other” decision - it may make sense for you to 
contribute to more than one type of account simultaneously. 
Speak with a financial and tax advisor about your particular 
needs. 

1. Source: The College Board. Trends in College Pricing 2018, 
October 2018.  Costs include tuition, fees, room and board for the 
2018/2019 academic year. Projections are based on 2018-2019 costs 
and assume annual increases of 6%. 


