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We want to wish everyone the very best in the coming year. In the spirit of New Year's resolutions, here are a few ideas to get your finances in shape!

- Build up your emergency savings
- Maximize your 401(k) contributions
- Contribute to a ROTH/Traditional IRA
- Review your will and estate plan
- Check your credit report
- Assess your auto, home, health, life, and long-term insurance policies

As with any goal, you are more likely to be successful if you write it down. Be sure that your goal is attainable and commit to it. Lastly, if you have a hiccup during the year, don't let it derail
your plan entirely. Regroup and move forward.

Having trouble getting started or need assistance to organize your finances - give us a call to set up an initial consult!

Social Security can play an important role in funding retirement, but it was never intended to be the only source
of retirement income. The Social Security benefit formula is based on a worker's 35 highest-earning years
(indexed for inflation), and the percentage of pre-retirement income replaced by the benefit is lower for those with
higher earnings, reflecting the assumption that higher earners can fund retirement from other sources.

Here are replacement rates — based on five levels of earnings — for someone who claims benefits at full retirement
age (FRA) in 2024 (i.e., born in 1958 and claiming at age 66 and 8 months). Rates would be similar for those
who claim at FRA in other years.

Source: Social Security Administration, 2023 (Rates are based on scheduled benefits under current law and may be significantly lower in the
future if Congress does not address the Social Security shortfall.) Page 1 of 4



Much Ado About RMDs
The SECURE 2.0 Act, passed in late 2022, included
numerous provisions affecting retirement savings
plans, including some that impact required minimum
distributions (RMDs). Here is a summary of several
important changes, as well as a quick primer on how
to calculate RMDs.

What Are RMDs?
Retirement savings accounts are a great way to grow
your nest egg while deferring taxes. However, Uncle
Sam generally won't let you avoid taxes indefinitely.
RMDs are amounts that the federal government
requires you to withdraw annually from most
retirement accounts after you reach a certain age.
Currently, RMDs are required from traditional IRAs,
SEP and SIMPLE IRAs, and work-based plans such
as 401(k), 403(b), and 457(b) accounts.

If you're still working when you reach RMD age, you
may be able to delay RMDs from your current
employer's plan until after you retire (as long as you
don't own more than 5% of the company); however,
you must still take RMDs from other applicable
accounts.

While you can always withdraw more than the required
minimum, if you withdraw less, you'll be subject to a
federal penalty.

Four Key Changes
1. Perhaps the most notable change resulting from the
SECURE 2.0 Act is the age at which RMDs must
begin. Prior to 2020, the RMD age was 70½. After
passage of the first SECURE Act in 2019, the age rose
to 72 for those reaching age 70½ after December 31,
2019. Beginning in 2023, SECURE 2.0 raised the age
to 73 for those reaching age 72 after December 31,
2022, and, in 2033, to 75 for those who reach age 73
after December 31, 2032.

When Must RMDs Begin?

2. A second important change is the penalty for taking
less than the total RMD amount in any given year.
Prior to passage of SECURE 2.0, the penalty was 50%
of the difference between the amount that should have
been distributed and the amount actually withdrawn.
The tax is now 25% of the difference and may be

reduced further to 10% if the mistake is corrected in a
timely manner (as defined by the IRS).

3. A primary benefit of Roth IRAs is that account
owners (and typically their spouses) are not required
to take RMDs from those accounts during their
lifetimes, which can enhance estate-planning
strategies. A provision in SECURE 2.0 brings
work-based Roth accounts in line with Roth IRAs.
Beginning in 2024, employer-sponsored Roth 401(k)
accounts will no longer be subject to RMDs during the
original account owner's lifetime. (Beneficiaries,
however, must generally take RMDs after inheriting
accounts.)

4. Similarly, a provision in SECURE 2.0 ensures that
surviving spouses who are sole beneficiaries of a
work-based account are treated the same as their IRA
counterparts beginning in 2024. Specifically, surviving
spouses who are sole beneficiaries and inherit a
work-based account will be able to treat the account
as their own. Spouses will then be able to use the
favorable uniform lifetime table, rather than the single
life table, to calculate RMDs. Spouses will also be able
to delay taking distributions until they reach their RMD
age or until the account owner would have reached
RMD age.

How to Calculate RMDs
RMDs are calculated by dividing your account balance
by a life expectancy factor specified in IRS tables (see
IRS Publication 590-B). Generally, you would use the
account balance as of the previous December 31 to
determine the current year's RMD.

For example, say you reach age 73 in 2024 and have
$300,000 in a traditional IRA on December 31, 2023.
Using the IRS's Uniform Lifetime Table, your RMD for
2024 would be $11,321 ($300,000 ÷ 26.5).

The IRS allows you to delay your first RMD until April 1
of the year following the year in which it is required. So
in the above example, you would be able to delay the
$11,321 distribution until as late as April 1, 2025.
However, you will not be allowed to delay your second
RMD beyond December 31 of that same year — which
means you would have to take two RMDs in 2025.
This could have significant implications for your
income tax obligation, so beware.

An RMD is calculated separately for each IRA you
have; however, you can withdraw the total from any
one or more IRAs. Similar rules apply to 403(b)
accounts. With other work-based plans, an RMD is
calculated for and paid from each plan separately.
For more information about RMDs, contact your tax or financial
professional. There is no assurance that working with a financial
professional will improve investment results.
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Will You Work Beyond Traditional Retirement Age?
More than seven out of 10 current workers in a recent
survey said they expect a paycheck to play a role in
their income strategy beyond traditional retirement
age. In fact, 33% expect to retire at age 70 or older, or
not at all.1

If you expect to continue working during your 60s, 70s,
or beyond, consider the advantages and
disadvantages carefully. Although working can
enhance your retirement years in many ways, you may
also face unexpected consequences, particularly when
it comes to Social Security.

Advantages
There are many reasons why you may want to work
during retirement. First and perhaps most obvious, a
job offers a predictable source of income that can help
pay for basic necessities, such as food, housing, and
utilities.

Working may also allow you to continue saving on a
tax-deferred basis through a work-based retirement
savings plan or IRA. Traditional retirement accounts
generally require you to take minimum distributions
(RMDs) after you reach age 73 or 75, depending on
your year of birth; however, if you continue working
past RMD age, you can typically delay RMDs from a
current employer's plan until after you retire, as long as
you don't own more than 5% of the company. (Roth
IRAs and, beginning in 2024, work-based Roth
accounts do not impose RMDs during the account
owner's lifetime.)

Moreover, employment can benefit your overall
well-being through social engagement with colleagues,
intellectual stimulation, and, if you're employed in a
field that requires exertion and movement, mobility and
fitness.

Working may also provide access to valuable health
insurance coverage, which can supplement Medicare
after the age of 65. Keep in mind that balancing
work-sponsored health insurance and Medicare can
be complicated, so be sure to seek guidance from a
qualified professional.

A paycheck might also allow you to delay receiving
Social Security benefits up to age 70. This will not only
increase your monthly benefit amount beyond what
you'd receive at early or full retirement age, it will add
years of earnings to your Social Security record, which
could further enhance your future payments.

If one of your financial goals is to leave a legacy,
working longer can help you continue to build your net
worth and preserve assets for future generations and
causes.

Why Retirees Work

Source: Employee Benefit Research Institute, 2023 (multiple responses
allowed)

Disadvantages
There are some possible drawbacks to working during
retirement, especially regarding Social Security. For
instance, if you earn a paycheck and receive Social
Security retirement benefits before reaching your full
retirement age (66–67, depending on your year of
birth), part of your Social Security benefit will be
withheld if you earn more than the annual Social
Security earnings limit. However, the reduction is not
permanent; in fact, you'll likely receive a higher
monthly benefit later. That's because the Social
Security Administration recalculates your benefit when
you reach full retirement age and omits the months in
which your benefit was reduced.

After reaching full retirement age, your paycheck will
no longer affect your benefit amount. But if your
combined income (as defined by Social Security)
exceeds certain limits, it could result in federal taxation
of up to 85% of your Social Security benefits.

Perhaps the biggest disadvantage to working during
retirement is ... working during retirement. In other
words, you're not completely free to do whatever you
want, whenever you want, which is often what people
most look forward to at this stage of life.

Finally, a word of caution: Despite your best planning
and efforts, you may find that you're unable to work
even if you want to. Consider that nearly half of today's
retirees left the workforce earlier than planned, with
two-thirds saying they did so because of a health
problem or other hardship (35%) or changes at their
company (31%).2

For these reasons, it may be best to focus on
accumulating assets as you plan for retirement,
viewing work as a possible option rather than a viable
source of income.
1–2) Employee Benefit Research Institute, 2023
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Enriching a Teen with a Roth IRA

Prepared by Broadridge Investor Communication Solutions, Inc. Copyright 2023

IMPORTANT DISCLOSURES

Accredited Wealth Management provides this information for educational purposes only; it is not intended to be specific to any individual's
personal circumstances.

To the extent that this material concerns tax matters, it is not intended or written to be used, and cannot be used, by a taxpayer for the
purpose of avoiding penalties that may be imposed by law. Each taxpayer should seek independent advice from a tax professional based
on his or her individual circumstances. To the extent that this material concerns legal matters, individuals should consult the appropriate
legal counsel given their particular situation.

These materials are provided for general information and educational purposes based upon publicly available information from sources
believed to be reliable—we cannot assure the accuracy or completeness of these materials. The information in these materials may change
at any time and without notice.

Teenagers with part-time or seasonal jobs earn some
spending money while gaining valuable work
experience. They also have the chance to contribute to
a Roth IRA — a tax-advantaged account that can be
used to save for retirement or other financial goals.

Minors can contribute to a Roth IRA provided they
have earned income and a parent (or other adult)
opens a custodial account in the child's name.
Contributions to a Roth IRA are made on an after-tax
basis, which means they can be withdrawn at any
time, for any reason, free of taxes and penalties.
Earnings grow tax-free, although nonqualified
withdrawals of earnings are generally taxed as
ordinary income and may incur a 10% early-withdrawal
penalty, unless an exception applies.

A withdrawal of earnings is considered qualified if the
account is held for at least five years and the
distribution is made after age 59½. However, there are
two penalty exceptions that may be of special interest
to young savers. Penalty-free early withdrawals can be
used to pay for qualified higher-education expenses or
to purchase a first home, up to a $10,000 lifetime limit.
(Ordinary income taxes will apply.)

Flexible College Fund
A Roth IRA may have some advantages over savings
accounts and dedicated college savings plans.

Colleges determine need-based financial aid based on
the "expected family contribution" (EFC) calculated in
the Free Application for Federal Student Aid (FAFSA).

Most assets belonging to parents and the student
count toward the EFC, but retirement accounts,
including a Roth IRA, do not. Thus, savings in a Roth
IRA should not affect the amount of aid your student
receives. (Withdrawals from a Roth IRA and other
retirement plans do count toward income for financial
aid purposes.)

Financial Head Start
Opening a Roth IRA for a child offers the opportunity
to teach fundamental financial concepts, such as
different types of investments, the importance of
saving for the future, and the power of compounding
over time. You might encourage your children to set
aside a certain percentage of their paychecks, or offer
to match their contributions, as an incentive.

In 2023, the Roth IRA contribution limit for those under
age 50 is the lesser of $6,500 or 100% of earned
income. In other words, if a teenager earns $1,500 this
year, his or her annual contribution limit would be
$1,500. Parents and other individuals may also
contribute directly to a teen's Roth IRA, subject to the
same limits.

Page 4 of 4


