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Seven states have no state income tax. Of the 43 states with a state income tax (and the District of Columbia),
the top marginal income tax rate ranges from 2.5% to 13.3%. Most states (and D.C.) with an income tax have
multiple tax brackets with graduated rates; 14 states have only a single tax rate. New Hampshire only taxes
interest and dividends, and Washington only taxes capital gains.

Source: Tax Foundation, February 2024
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Saving for College: 529 Plan vs. Roth IRA
529 plans were created in 1996 to give families a
tax-advantaged way to save for college. Roth IRAs
were created a year later to give people another
tax-advantaged way to save for retirement. Along the
way, some parents began using Roth IRAs as a
college savings tool. And now, starting in 2024, extra
funds in a 529 plan can be rolled over to a Roth IRA
for the same beneficiary. Here's how the two options
compare in a few key areas.

Contribution rules
529 plan: Anyone can open a 529 account. In 2024,
individuals can contribute up to $18,000 ($36,000 for
married couples) without triggering gift tax
implications. And under a special accelerated gifting
rule unique to 529 plans, individuals can make a lump
sum contribution in 2024 up to $90,000 ($180,000 for
married couples) with no gift tax implications if they
elect to spread the gift over five years. Lifetime
contribution limits for 529 plans are high — most plans
have lifetime limits of $350,000 and up (limits vary by
state).

Roth IRA: Not everyone can contribute to a Roth IRA.
In 2024, single filers must have a modified adjusted
gross income (MAGI) of $146,000 or less and joint
filers must have a MAGI of $230,000 or less. (A partial
contribution is allowed for single filers with a MAGI
between $146,000 and $161,000, and joint filers with a
MAGI between $230,000 and $240,000.) In 2024, the
annual contribution limit is $7,000 ($8,000 for people
age 50 and older).

529 Plan Snapshot (2023)

Source: ISS Market Intelligence, 529 Market Highlights, Q4 2023

Tax benefits
529 plan: Earnings in a 529 account accumulate
tax-deferred and are tax-free when withdrawn if funds
are used to pay the beneficiary's qualified education
expenses, a broad term that includes tuition, fees,
housing, food, and books. States generally follow this
tax treatment, and some states may offer a tax
deduction for 529 contributions. If funds in a 529
account are used for a non-qualified expense, the
earnings portion of the withdrawal is subject to income
tax and a 10% federal penalty.

Roth IRA: Earnings in a Roth IRA also accumulate
tax-deferred and are tax-free if a distribution is
qualified. A distribution is qualified if a five-year holding
period is met and the distribution is made: (1) after age
59½, (2) due to a qualifying disability, (3) to pay certain
first-time home buyer expenses, or (4) to your
beneficiary after your death. If your distribution isn't
qualified, the earnings portion of the withdrawal is
subject to income tax and, if you're younger than 59½,
a 10% early withdrawal penalty (unless an exception
applies). One exception to this penalty is when the
withdrawal is used to pay college expenses.

So, your age is key. Once you've met both the age
59½ and five-year holding requirements, money
withdrawn from your Roth IRA to pay college
expenses is tax-free. But even though withdrawing
funds before age 59½ for college expenses won't
trigger an early withdrawal penalty, you may owe
income tax on the earnings. (Nonqualified distributions
draw out contributions first and earnings last, so you
could withdraw up to the amount of your contributions
and not owe income tax.)

Investment options and flexibility
529 plan: You're limited to the investment options
offered by the 529 plan. Plans typically offer a range of
static and age-based portfolios (where the underlying
investments automatically become more conservative
as the beneficiary gets closer to college) with varying
levels of risk, fees, and management goals. If you're
unhappy with the investment performance of the
options you've chosen, you can change the investment
options on your current contributions only twice per
year, per federal law.

Roth IRA: With a Roth IRA, you generally can choose
from a wide range of investments, and you can
typically buy and sell investments whenever you like
(usually incurring transaction costs and fees), so they
offer a lot of flexibility.

There are generally fees and expenses associated
with investing in a 529 plan, as well as the risk that
investments may lose money or not perform well
enough to cover college costs as anticipated. The tax
implications of a 529 plan can vary from state to state
and should be discussed with a legal and/or tax
professional. States offering their own 529 plans may
provide their residents and taxpayers with exclusive
advantages and benefits, which may include financial
aid, scholarship funds, and protection from creditors.
Before investing in a 529 plan, consider the investment
objectives, risks, charges, expenses, investment
options, underlying investments, and the investment
company, which are available in the official disclosure
statement and applicable prospectuses. Contact your
financial professional to obtain a copy.
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If You Don't Have a Will Yet, Why Not?
A will is a fundamental estate planning document. It
outlines how you wish your property to be distributed,
who should handle matters related to settling your
estate, and who you want to care for your children
after you pass, among other things.

If you don't yet have a will, you're not alone. According
to a recent survey by Caring.com, 64% of Americans
think having a will is important, but only 32% have
one.1 There are many reasons people put off drafting
a will — here are four that you might relate to.

1. Just haven't gotten around to it
It's easy to procrastinate when it comes to drafting a
will. Even if it's something you think you should do, it's
probably not high on the list of things you want to do.
Perhaps you're uncomfortable thinking about your own
mortality, or maybe you're worried about how
complicated or costly the process will be.

Focusing on some of the benefits of having a will might
give you the motivation you need to get started. A will
is a way to make sure your loved ones are cared for
and that your last wishes are honored. A legally
binding will gives you more control over what happens
to your property and helps ensure that your treasured
possessions end up in the right hands. You can name
an executor or personal representative who you
believe will responsibly handle the details of settling
your estate. And having a will is especially important if
you have minor children and want to protect them by
naming a guardian who will best be able to handle the
responsibility of raising them.

If making these decisions sounds daunting, there's
help available. An estate planning attorney can help
address your concerns and guide you through the
process.

2. It's not the right time
Too young? Not married? Childless? In good health?
Not wealthy enough? People often think it's not the
right time to draft a will, but there's no better time than
now. Most adults have money or possessions that they
would like to leave to someone, and waiting until the
circumstances seem perfect is risky. Health problems
may come on suddenly, and trying to draft a will at that
time can be stressful. Even worse, if you suddenly
become incapacitated, it may be too late.

Your life will inevitably change as the years pass, and
any will drafted now can (and should) be reviewed and
revised occasionally to account for family and financial
changes.

3. Don't think it's important
Unless you have personal experience with settling an
estate, you may underestimate the consequences of
dying without a will (called dying intestate). Decisions

will be made by the court on your behalf, and your
property will be distributed according to the laws of
your state. Who is entitled to your assets will depend
on those laws, and handling that when there is no will
can be especially complicated, time-consuming,
stressful, and expensive for your family.

Motivating Situations
Almost one out of four Americans without a will say that
nothing would motivate them to get one. Here are the
percentages of those without a will who say these situations
would motivate them.

Source: 2024 Wills and Estate Planning Study, Caring.com (multiple
responses allowed)

4. Family dynamics are complex
Putting off drafting a will might seem logical when you
are facing deep-rooted family issues or complicated
situations. Why not just leave it to others to sort out
after you're gone? Unfortunately, not having a legal
document that outlines your specific intentions can
make an already difficult situation worse. Leaving the
disposition of your assets up to the court to decide
may have unintended consequences for family
members and lead to irreparable rifts or even litigation.

A will is only part of an estate plan
Finally, as important as a will is, it's just one
component of your estate plan. You may need other
legal documents such as trusts, powers of attorney,
and advance medical directives to fully address your
needs. Ask an estate planning attorney to evaluate
your individual situation and help you put a plan in
place.
1) 2024 Wills and Estate Planning Study, Caring.com
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Two Tax-Friendly Retirement Plans for the Self-Employed

Prepared by Broadridge Investor Communication Solutions, Inc. Copyright 2024

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.

As a business owner, you may devote most of your
time, energy, and profits to running and growing your
business. But working for yourself means that saving
money for retirement is entirely up to you.

This is not the only reason it may be worthwhile to
divert a sizable portion of your earnings to one of
these tax-deferred retirement accounts. Doing so
could significantly reduce your taxable income.

Solo 401(k)
A solo 401(k) is a one-participant plan for business
owners who have no employees (other than a
spouse). As the employee, you can contribute as
much as 100% of your annual compensation on a
pre-tax basis, up to the $23,000 annual maximum in
2024 ($30,500 if you are age 50 or older). As the
employer, you can also contribute an additional 20% of
your earnings (25% if the business is incorporated)
and deduct it as a business expense. Total
contributions are capped at $69,000 in 2024 ($76,500
if age 50 or older).

A solo 401(k) plan may also allow plan loans and/or
hardship withdrawals.

The deadline to establish a solo 401(k) and formally
elect salary deferrals is December 31 of the year in
which you want to receive the tax deduction (or before
fiscal year-end for corporations). For businesses taxed
as sole proprietors and partnerships, salary deferrals
and profit-sharing contributions for 2024 must be

deposited into the account by the April 15, 2025, tax
filing deadline* (October 15 if an extension is filed).

SEP IRA
If you are self-employed, you can contribute 20% of
net earnings, up to $69,000 in 2024, to a Simplified
Employee Pension (SEP) plan. A SEP IRA may also
be an appropriate choice for business owners with a
small number of employees for whom they would like
to provide retirement benefits. All employees age 21
and older who have worked for the employer for at
least three of the last five years must be included. The
plan may exclude employees earning less than $750
in the current year.

The same percentage of salary (up to 25% of
compensation or $69,000) must be contributed to each
eligible employee's SEP IRA, including the owner's.
However, the business is not required to contribute
every year. You have until the due date of your
business's federal income tax return (including
extensions) to set up a SEP IRA and make
contributions.

Distributions from 401(k) plans and SEP IRAs are
taxed as ordinary income. Early withdrawals (prior to
age 59½) may be subject to a 10% federal income tax
penalty.

*In Maine and Massachusetts, the tax filing deadline is
April 17, 2025, due to state holidays.
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