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'Tis the season of hot cider, football, fall colors, and open enrollment. Most of us look forward to three of these seasonal
traditions, but the fourth item is the subject of this message. As you review your health insurance options in the coming
months make sure to consider a high-deductible health plan. Many of these plans enable contributions to a Health Savings
Account (HSA), the best legal tax avoidance tool ever devised by Congress. The lower premium of these plans coupled with
the tax benefits of an HSA can create a powerful savings opportunity. If you have this option and want to better understand
how you can benefit, give me a call.

About 77% of retirees between the ages of 62 and 75 plan to spend down at least some of their retirement
assets. The top reasons cited include lifestyle, medical expenses and health insurance, housing expenses, and
discretionary spending. The remaining 23% intend to maintain or grow their assets. Why would retirees not want
to spend down the assets they've worked so hard to save? Here are the reasons they gave.

Source: Employee Benefit Research Institute, 2021 (multiple responses allowed)
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Is a High-Deductible Health Plan Right for You?
In 2020, 31% of U.S. workers with
employer-sponsored health insurance had a
high-deductible health plan (HDHP), up from 24% in
2015.1 These plans are also available outside the
workplace through private insurers and the Health
Insurance Marketplace.

Although HDHP participation has grown rapidly, the
most common plan — covering almost half of U.S.
workers — is a traditional preferred provider
organization (PPO).2 If you are thinking about
enrolling in an HDHP or already enrolled in one, here
are some factors to consider when comparing an
HDHP to a PPO.

Up-Front Savings
The average annual employee premium for HDHP
family coverage in 2020 was $4,852 versus $6,017 for
a PPO, a savings of $1,165 per year.3 In addition,
many employers contribute to a health savings
account (HSA) for the employee, and contributions by
the employer or the employee are tax advantaged (see
below). Taken together, these features could add up to
substantial savings that can be used to pay for current
and future medical expenses.

Pay As You Go
In return for lower premiums, you pay more out of
pocket for medical services with an HDHP until you
reach the annual deductible.

Deductible. An HDHP has a higher deductible than a
PPO, but PPO deductibles have been rising, so
consider the difference between plan deductibles and
whether the deductible is per person or per family.
PPOs may have a separate deductible (or no
deductible) for prescription drugs, but the HDHP
deductible will apply to all covered medical spending.

Copays. PPOs typically have copays that allow you to
obtain certain services and prescription drugs with a
defined payment before meeting your deductible. With
an HDHP, you pay out of pocket until you meet your
deductible, but costs may be reduced through the
insurer's negotiated rate. Consider the difference
between the copay and the negotiated rate for a
typical service such as a doctor visit. Certain types of
preventive care and preventive medicines may be
provided at no cost under both types of plans.

Maximums. Most health insurance plans have annual
and lifetime out-of-pocket maximums above which the
insurer pays all medical expenses. HDHP maximums
may be the same or similar to that of PPO plans.
(Some PPO plans have a separate annual maximum
for prescription drugs.) If you have high medical costs
that exceed the annual maximum, your total
out-of-pocket costs for that year would typically be
lower for an HDHP with the savings on premiums.

Your Choices and Preferences
Both PPOs and HDHPs offer incentives to use
health-care providers within a network, and the
network may be exactly the same if the plans are
offered by the same insurance company. Make sure
your preferred doctors are included in the network
before enrolling.

Also consider whether you are comfortable using the
HDHP structure. Although it may save money over the
course of a year, you might be hesitant to obtain
appropriate care because of the higher out-of-pocket
expense at the time of service.

HSA Contribution Limits
Annual contributions can be made up to the April tax filing
deadline of the following year. Any employer contributions
must be considered as part of the annual limit.

Health Savings Accounts
High-deductible health plans are designed to be paired
with a tax-advantaged health savings account (HSA)
that can be used to pay medical expenses incurred
after the HSA is established. HSA contributions are
typically made through pre-tax payroll deductions, but
in most cases they can also be made as tax-deductible
contributions directly to the HSA provider. HSA funds,
including any earnings if the account has an
investment option, can be withdrawn free of federal
income tax and penalties as long as the money is
spent on qualified health-care expenses. (Some states
do not follow federal tax rules on HSAs.)

The assets in an HSA can be retained in the account
or rolled over to a new HSA if you change employers
or retire. Unspent HSA balances can be used to pay
future medical expenses whether you are enrolled in
an HDHP or not; however, you must be enrolled in an
HDHP to establish and contribute to an HSA.
1–3) Kaiser Family Foundation, 2020
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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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Signs of a Scam and How to Resist It

Prepared by Broadridge Investor Communication Solutions, Inc. Copyright 2021
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Although scammers often target older people, younger
people who encounter scams are more likely to lose
money to fraud, perhaps because they have less
financial experience. When older people do fall for a
scam, however, they tend to have higher losses.1

Regardless of your age or financial knowledge, you
can be certain that criminals are hatching schemes to
separate you from your money — and you should be
especially vigilant in cyberspace. In a financial industry
study, people who encountered scams through social
media or a website were much more likely to engage
with the scammer and lose money than those who
were contacted by telephone, regular mail, or email.2

Here are four common practices that may help you
identify a scam and avoid becoming a victim.3

Scammers pretend to be from an organization you
know. They might claim to be from the IRS, the Social
Security Administration, or a well-known agency or
business. The IRS will never contact you by phone
asking for money, and the Social Security
Administration will never call to ask for your Social
Security number or threaten your benefits. If you
wonder whether a suspicious contact might be
legitimate, contact the agency or business through a
known number. Never provide personal or financial
information in response to an unexpected contact.

Scammers present a problem or a prize. They might
say you owe money, there's a problem with an

account, a virus on your computer, an emergency in
your family, or that you won money but have to pay a
fee to receive it. If you aren't aware of owing money,
you probably don't. If you didn't enter a contest, you
can't win a prize — and you wouldn't have to pay for it if
you did. If you are concerned about your account, call
the financial institution directly. Computer problems?
Contact the appropriate technical support. If your
"grandchild" or other "relative" calls asking for help,
ask questions only the grandchild/relative would know
and check with other family members.

Scammers pressure you to act immediately. They
might say you will "miss out" on a great opportunity or
be "in trouble" if you don't act now. Disengage
immediately if you feel any pressure. A legitimate
business will give you time to make a decision.

Scammers tell you to pay in a specific way. They
may want you to send money through a wire transfer
service or put funds on a gift card. Or they may send
you a fake check, tell you to deposit it, and send them
money. By the time you discover the check was fake,
your money is gone. Never wire money or send a gift
card to someone you don't know — it's like sending
cash. And never pay money to receive money.

For more information, visit
consumer.ftc.gov/features/scam-alerts.
1, 3) Federal Trade Commission, 2020

2) FINRA Investor Education Foundation, 2019
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