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72 

The age at which account 
owners must start taking 
required minimum distributions 
(RMDs) from tax-deferred 
401(k) plans and traditional 
IRAs. These mandatory 
withdrawals will be smaller in 
2022, because the life 
expectancy tables used to 
calculate RMDs were updated 
for the first time since 2002. 

Source: Internal Revenue Service, 
2020 

The Health/Wealth Conundrum 
For those who are healthy, the odds are in favor of a long retirement. And 
because women live longer than men, on average, they may face higher 
lifetime health care costs and greater risk of outliving their savings. 

Source: Society of Actuaries, 2021 
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Charitable Giving Can Be a Family Affair 
As families grow in size and overall wealth, a desire to 
"give back" often becomes a priority. Cultivating 
philanthropic values can help foster responsibility and 
a sense of purpose among both young and old alike, 
while providing financial benefits. Charitable donations 
may be eligible for income tax deductions (if you 
itemize) and can help reduce capital gains and estate 
taxes. Here are four ways to incorporate charitable 
giving into your family's overall financial plan. 

Annual Family Giving 
The holidays present a perfect opportunity to help 
family members develop a giving mindset. To establish 
an annual family giving plan, first determine the total 
amount that you'd like to donate as a family to charity. 
Next, encourage all family members to research and 
make a case for their favorite nonprofit organization, or 
divide the total amount equally among your family 
members and have each person donate to his or her 
favorite cause. 

When choosing a charity, consider how efficiently the 
contribution dollars are used — i.e., how much of the 
organization's total annual budget directly supports 
programs and services versus overhead, 
administration, and marketing. For help in evaluating 
charities, visit the Charity Navigator web site, 
charitynavigator.org, where you'll find star ratings and 
more detailed financial and operational information. 

Snapshot of 2020 Giving 
Despite the pandemic and economic downturn, 2020 was 
the highest year for charitable giving on record, reaching 
$471.44 billion. Giving to public-society benefit 
organizations, environmental and animal organizations, and 
human services organizations grew the most, while giving to 
arts, culture, and humanities and to health organizations 
declined. 

Source: Giving USA 2021 

Estate Planning 
Charitable giving can also play a key role in an estate 
plan by helping to ensure that your philanthropic 
wishes are carried out and potentially reducing your 
estate tax burden. 

The federal government taxes wealth transfers both 
during your lifetime and at death. In 2021, the federal 
gift and estate tax is imposed on lifetime transfers 
exceeding $11,700,000, at a top rate of 40%. States 
may also impose taxes but at much lower thresholds 
than the federal government. 

Ways to incorporate charitable giving into your estate 
plan include will and trust bequests; beneficiary 
designations for insurance policies and retirement plan 
accounts; and charitable lead and charitable 
remainder trusts. (Trusts incur upfront costs and often 
have ongoing administrative fees. The use of trusts 
involves complex tax rules and regulations. You 
should consider the counsel of an experienced estate 
planning professional and your legal and tax 
professionals before implementing such strategies.) 

Donor-Advised Funds 
Donor-advised funds offer a way to receive tax 
benefits now and make charitable gifts later. A 
donor-advised fund is an agreement between a donor 
and a host organization (the fund). Your contributions 
are generally tax deductible, but the organization 
becomes the legal owner of the assets. You (or a 
designee, such as a family member) then advise on 
how those contributions will be invested and how 
grants will be distributed. (Although the fund has 
ultimate control over the assets, the donor's wishes 
are generally honored.) 

Family Foundations 
Private family foundations are similar to donor-advised 
funds, but on a more complex scale. Although you 
don't necessarily need the coffers of Melinda Gates or 
Sam Walton to establish and maintain one, a private 
family foundation may be most appropriate if you have 
a significant level of wealth. The primary benefit (in 
addition to potential tax savings) is that you and your 
family have complete discretion over how the money is 
invested and which charities will receive grants. A 
drawback is that these separate legal entities are 
subject to stringent regulations. 

These are just a few of the ways families can nurture a 
philanthropic legacy while benefitting their financial 
situation. For more information, contact your financial 
professional or an estate planning attorney. 
Bear in mind that not all charitable organizations are able to use all 
possible gifts, so it is prudent to check first. The type of organization you 
select can also affect the tax benefits you receive. 

All investing involves risk, including the possible loss of principal, and there 
is no guarantee that any investment strategy will be successful. 
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When Two Goals Collide: Balancing College and Retirement Preparations 

You've been doing the right thing financially for many 
years, saving for your child's education and your own 
retirement. Yet now, as both goals loom in the years 
ahead, you may wonder what else you can do to help 
your child (or children) receive a quality education 
without compromising your own retirement goals. 

Knowledge Is Power 
Start by reviewing the financial aid process and 
understanding how financial need is calculated. 
Colleges and the federal government use different 
formulas to determine need by looking at a family's 
income (the most important factor), assets, and other 
household information. 

A few key points: 

• Generally, the federal government assesses up to 
47% of parent income (adjusted gross income plus 
untaxed income/benefits minus certain deductions) 
and 50% of a student's income over a certain 
amount. Parent assets are counted at 5.6%; student 
assets are counted at 20%.1 

• Certain parent assets are excluded, including home 
equity and retirement assets. 

• The Free Application for Federal Student Aid 
(FAFSA) relies on your income from two years prior 
(the "base year") and current assets for its analysis. 
For example, for the 2023-2024 school year, the 
FAFSA will consider your 2021 income tax record 
and your assets at the time of application. 

Strategies to Consider 
Financial aid takes two forms: need-based aid and 
merit-based aid. Although middle- and higher-income 
families typically have a tougher time receiving 
need-based aid, there are some ways to reposition 
your finances to potentially enhance eligibility: 

• Time the receipt of discretionary income to avoid the 
base year. 

• Have your child limit his or her income during the 
base year to the excludable amount. 

• Use countable assets (such as cash savings) to 
increase investments in your college and retirement 
savings accounts and pay down consumer debt and 
your mortgage. 

• Make a major purchase, such as a car or home 
improvement, to reduce liquid assets. 

Many colleges use merit-aid packages to attract 
students, regardless of financial need. As your family 

explores colleges in the years ahead, be sure to 
investigate merit-aid opportunities as well. A net price 
calculator, available on every college website, can give 
you an estimate of how much financial aid (merit- and 
need-based) your child might receive at a particular 
college. 

Don't Lose Sight of Retirement 
What if you've done all you can and still face a sizable 
gap between how much college will cost and how 
much you have saved? To help your child graduate 
with as little debt as possible, you might consider 
borrowing or withdrawing funds from your retirement 
savings. Though tempting, this is not an ideal move. 
While your child can borrow to finance his or her 
education, you generally cannot take a loan to fund 
your retirement. If you make retirement savings and 
debt reduction (including a mortgage) a priority now, 
you may be better positioned to help your child repay 
any loans later. 

Some Parents Use Retirement Funds to Pay 
for College 

Source: Sallie Mae, 2021 

Consider speaking with a financial professional about 
how these strategies may help you balance these two 
challenging and important goals. There is no 
assurance that working with a financial professional 
will improve investment results. 

Withdrawals from traditional IRAs and most 
employer-sponsored retirement plans are taxed as 
ordinary income and may be subject to a 10% penalty 
tax if taken prior to age 59½, unless an exception 
applies. (IRA withdrawals used for qualified 
higher-education purposes avoid the early-withdrawal 
penalty.) 
1) College Savings Plan Network, 2021 
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Your Social Security Statement: What's in It for You? 
The Social Security Administration (SSA) provides 
personalized Social Security Statements to help 
Americans age 18 and older better understand the 
benefits that Social Security offers. Your Statement 
contains a detailed record of your earnings and 
estimates of retirement, disability, and survivor 
benefits — information that can help you plan for your 
financial future. 

You can view your Social Security Statement online at 
any time by creating a my Social Security account at 
the SSA's website, ssa.gov/myaccount. If you're not 
registered for an online account and are not yet 
receiving benefits, you'll receive a Statement in the 
mail every year, starting at age 60. 

Benefit Estimates 
Your Social Security Statement tells you whether 
you've earned enough credits by working and paying 
Social Security taxes to qualify for retirement and 
disability benefits and, if you qualify, how much you 
might receive. Generally, retirement benefits are 
projected for up to nine claiming ages, including full 
(ages 66 to 67), early (age 62), and late (age 70). If 
you qualify, you can also see the benefit amount your 
survivors might receive in the event of your death. 

The amounts listed are estimates based on your 
average earnings in the past and a projection of future 
earnings. Actual benefits you receive may be different 
if your earnings increase or decrease in the future. 

Amounts may also be affected by other factors, 
including cost-of-living increases (estimates are in 
today's dollars) and other income you receive, and are 
based on current law. 

Annual Earnings 
In addition to benefit information, your Social Security 
Statement contains a year-by-year record of your 
earnings. This record is updated when your employer 
reports your earnings (or if you're self-employed, when 
you report your own earnings). Earnings are generally 
reported annually, so your most recent earnings may 
not yet be on your Statement. 

Because Social Security benefits are based on 
average lifetime earnings, it's important to make sure 
your earnings have been reported correctly. Compare 
your earnings record against past tax returns or W-2s. 
If you find errors, let the Social Security Administration 
know right away by calling (800) 772-1213. 

IMPORTANT DISCLOSURES 

Broadridge Investor Communication Solutions, Inc. does not provide investment, tax, legal, or retirement advice or recommendations. The 
information presented here is not 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. 

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. 
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