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SAVE THE DATE

Corner Post Financial Planning
Friends and Family Christmas Gathering

Featuring the critically acclaimed movie

Arthur Christmas

6-8 p.m. Thursday, December 6, 2018
Brazos Cinema 3 in Mineral Wells

Formal invitations will be mailed

Starting a Roth IRA for a child or grandchild

This early financial decision could prove profoundly positive over time.

Provided by John R. Berry

Do you have a child or grandchild earning
some income? Indirectly, that after-school or sum-
mer job might present a savings opportunity for that
teenager. You could help your child or grandchild
save for future goals by assisting them to create and
fund a Roth IRA.

So many people wish they had begun saving for
retirement sooner. Imagine how your child or grand-
child’s prospects for building lifetime retirement sav-
ings might improve by starting as soon as possible.

Here is a little math to illustrate the potential.
Suppose $1,000 goes into a Roth IRA when a child is
17, with $100 per month going into the account there-
after. Suppose the IRA compounds annually and re-
turns 7% a year. After 45 years of saving and invest-
ing just $100 a month with a $1,000 lump sum to
start, that IRA contains $363,902 when they turn 62.

From very little investment effort, a considerable sum
might arise over time—and in reality, that sum might
grow to be much greater than these calculations sug-
gest, because when that young adult grows older, he
or she may contribute much more than the equivalent
of $100 a month to the IRA.'

The basic rules for creating a custodial Roth
IRA for a minor are simple. The child must have
earned income. The yearly IRA contribution cannot
exceed the child’s yearly earnings. (If the child has
earned more than the yearly contribution limit for the
Roth IRA, the maximum may be contributed. The
maximum contribution for 2018 is $5,500.) You can
give the child the money to contribute, if you prefer.”

Some fine print must be understood, though.
The income must have been earned in connection
with a legitimate business activity—it cannot be paid
out in exchange for household chores. (Income
(Continued on page 2)



Roth IRAs for minors

(Continued from page 1)

earned as an independent contractor is acceptable.)
The business involved must define the child worker as
an employee for federal tax purposes. Also, the in-
come that the child earns must be reasonable in view
of the job performed or the services rendered.*”

The potential tax advantages of a Roth IRA are
profound. Earnings in a Roth IRA grow, tax free, and
they may be withdrawn without being taxed once the
IRA owner is age 5972 and has owned the IRA for five
years. If your teen invests steadily and minds Internal
Revenue Service rules, he or she could retire with a
tax-free retirement fund that might be six or seven fig-
ures large. Even a 25-year-old who contributes $5,000
a year to a Roth IRA earning 8% for 40 years is posi-
tioned to have about $1.4 million at age 65, and all of
it may be withdrawn, tax free, if IRS rules are fol-
lowed.*

You may also realize a tax perk. If you make the
initial contribution to the Roth IRA as a parent or
grandparent, that money can count as a gift within
your $15,000 yearly gift tax exclusion ($30,000 for a
married couple).’

Later in that child’s life, the Roth IRA assets
may be useful in multiple ways. Did you know up to
100% of Roth IRA contributions may be withdrawn
by a Roth IRA owner at any age, without any tax pen-
alty? While reducing a retirement account balance is
never ideal because it hurts compounding, this option
does offer a young IRA owner a potential financial
resource in an emergency. Earnings withdrawn prema-
turely will usually be taxed, and likely also hit with a
10% IRS penalty, but there is a notable exception. Did
you know up to $10,000 of earnings can be taken out
of a Roth IRA, tax free, at any time if the money is
used to buy a first home? The IRS even waives its
10% early withdrawal penalty in that case. If your

child or grandchild becomes a parent, some of those
Roth IRA assets might later be used to pay college
tuition.*

A Roth IRA might give your child or grand-
child a chance at a great financial start. Talk to the
financial professional you know and trust about open-
ing one, today.

These are hypothetical examples and are not representative of any
specific situations. Your results will vary. The hypothetical rates of
return used do not reflect the deduction of fees and charges inherent to
investing.

This material was prepared by MarketingPro, Inc., and does not necessarily
represent the views of the presenting party, nor their affiliates. This information
has been derived from sources believed to be accurate. Please note - investing
involves risk, and past performance is no guarantee of future results. The pub-
lisher is not engaged in rendering legal, accounting or other professional services.
If assistance is needed, the reader is advised to engage the services of a competent
professional. This information should not be construed as investment, tax or legal
advice and may not be relied on for the purpose of avoiding any Federal tax pen-
alty. This is neither a solicitation nor recommendation to purchase or sell any
investment or insurance product or service, and should not be relied upon as such.
All indices are unmanaged and are not illustrative of any particular investment.
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FINANCIAL PLAN
CHECKLIST

Basic documents

Recent statements for all retirement accounts
not at our firm

Recent statements for investment accounts
not at our firm

Social Security statements (create an account
at SSA.gov)

Statement for stock options and other
deferred compensation

Pension statements

Most recent tax return

Basic information

g

Total annual household income from
employment or business:

List all consumer debt & terms (credit cards,

vehicle loans): example: 3 yrs left on car payment
@$450/month

Mortgage debt + years remaining:

Total education debt in your name:

Monthly spending (average last 3 bank
statements):
Royalty income:
Net rental income:
Business valuation:
Business debt:

A summary of documents and information needed for most financial plans.

11 Do you have a buy-sell agreement? Y / N

71 Briefly describe and value any real estate or
significant property other than your primary
residence:

Questions

71 Do you have health insurance for all depend-
ents in the family? Y /N
If working, do you have disability insurance?
Y/N
How much are you saving each month for
retirement?
Do you have an emergency fund of at least 3
months of cash? Y/ N
What age(s) would you like to retire?

Do you have loved ones who will rely on you
forcare? Y/ N/M

Do you have life insurance? Y / N

Do you have long term care insurance? Y / N
Do you and your spouse have wills? Y /N
Do you have a trust? Y /N

List your top 3 priorities or concerns
1)
2)
3)

All plans are built around your goals, and additional information may be

requested as needed. For information about our financial planning programs,

contact Beth Henary Watson at (940) 325-9800 or at
beth@cornerpostfinancial.com.
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