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One type of insurance we recommend is an umbrella liability policy, especially in our litigious society.

The liability coverage under your homeowners and auto policies is a first layer of protection. If additional protection of $1 million or more is needed, an umbrella policy is the answer.

Personal umbrella liability protection is secondary coverage to your primary policy. When the liability limit of your primary policy is exhausted, the umbrella policy may pay the balance of a
claim (up to the policy's limit).

For example, John was sued after a tree on his property fell and injured a neighbor, his homeowners liability coverage paid $100,000 in damages (the policy limit). The remaining $900,000 of
the court-ordered settlement was paid by his umbrella policy.

Umbrella coverage may cost around $300 a year and significantly expand liability coverage (typically $1 million of coverage). It is easily added with a call to your insurance agent and a
cost-effective way to protect your wealth!

The 2.5% Social Security cost-of-living adjustment (COLA) for 2025 continues the return to a more typical
adjustment after high inflation resulted in big COLAs in 2022 and 2023. The COLA will take effect with December
2024 benefits payable in January 2025. The percentage is based on the Q3 to Q3 change in the Consumer Price
Index for Urban Wage Earners and Clerical Workers (CPI-W).

Despite these annual adjustments for inflation, a recent study found that the buying power of Social Security
benefits declined by 20% from 2010 to 2024, in part because the CPI-W is weighted more heavily toward items
purchased by younger workers than by Social Security beneficiaries.

There was no COLA in 2010, 2011, and 2016. Sources: Social Security Administration, 2024; The Senior Citizens League, July 18, 2024
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Key Retirement and Tax Numbers for 2025
Every year, the Internal Revenue Service announces
cost-of-living adjustments that affect contribution limits
for retirement plans and various tax deduction,
exclusion, exemption, and threshold amounts. Here
are a few of the key adjustments for 2025.

Estate, gift, and generation-skipping
transfer tax
• The annual gift tax exclusion (and annual

generation-skipping transfer tax exclusion) for 2025
is $19,000, up from $18,000 in 2024.

• The gift and estate tax basic exclusion amount (and
generation-skipping transfer tax exemption) for 2025
is $13,990,000, up from $13,610,000 in 2024.

Standard deduction
A taxpayer can generally choose to itemize certain
deductions or claim a standard deduction on the
federal income tax return. In 2025, the standard
deduction is:

• $15,000 (up from $14,600 in 2024) for single filers or
married individuals filing separate returns

• $30,000 (up from $29,200 in 2024) for married joint
filers

• $22,500 (up from $21,900 in 2024) for heads of
households

The additional standard deduction amount for the blind
and those age 65 or older in 2025 is:

• $2,000 (up from $1,950 in 2024) for single filers and
heads of households

• $1,600 (up from $1,550 in 2024) for all other filing
statuses

Special rules apply for an individual who can be
claimed as a dependent by another taxpayer.

IRAs
The combined annual limit on contributions to
traditional and Roth IRAs is $7,000 in 2025 (the same
as in 2024), with individuals age 50 or older able to
contribute an additional $1,000. The limit on
contributions to a Roth IRA phases out for certain
modified adjusted gross income (MAGI) ranges (see
table). For individuals who are active participants in an
employer-sponsored retirement plan, the deduction for
contributions to a traditional IRA also phases out for
certain MAGI ranges (see table). The limit on
nondeductible contributions to a traditional IRA is not
subject to phaseout based on MAGI.

Note: The 2025 phaseout range is $236,000–$246,000 (up from
$230,000–$240,000 in 2024) when the individual making the IRA
contribution is not covered by a workplace retirement plan but is filing jointly
with a spouse who is covered. The phaseout range is $0–$10,000 when the
individual is married filing separately and either spouse is covered by a
workplace plan.

Employer-sponsored retirement plans
• Employees who participate in 401(k), 403(b), and

most 457 plans can defer up to $23,500 in
compensation in 2025 (up from $23,000 in 2024);
employees age 50 or older can defer up to an
additional $7,500 in 2025 (the same as in 2024),
increased to $11,250 in 2025 for ages 60 to 63.

• Employees participating in a SIMPLE retirement plan
can defer up to $16,500 in 2025 (up from $16,000 in
2024), and employees age 50 or older can defer up
to an additional $3,500 in 2025 (the same as in
2024), increased to $5,250 in 2025 for ages 60 to 63.

Kiddie tax: child's unearned income
Under the kiddie tax, a child's unearned income above
$2,700 in 2025 (up from $2,600 in 2024) is taxed using
the parents' tax rates.
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Would You Be Prepared for an Unplanned Early Retirement?
Most of us would prefer not to think about an
unexpected (and unwelcome) early retirement, but it
does happen frequently. In fact, nearly half of current
retirees retired earlier than planned, and of that group,
more than 60% did so due to changes at their
company or a hardship, such as disability.1 For that
reason, it's a good idea to take certain steps now to
help prepare for the unexpected.

What you can do now
Save as much as possible in tax-advantaged
accounts. If you're forced to retire earlier than
planned, your work-sponsored retirement plans, IRAs,
and health savings accounts (HSAs) could become
critical resources. HSA assets can be used tax-free to
pay for qualified medical expenses at any time, and
you can generally tap your retirement plan and IRA
assets after age 59½ without penalty. Although
ordinary income taxes apply to distributions from
pre-tax accounts, qualified withdrawals from Roth
accounts are tax-free.2

In addition, the IRS has identified several situations in
which retirement account holders may be able to take
penalty-free early withdrawals. These include
disability, terminal illness, leaving an employer after
age 55 (work-based plans only),3 to pay for
unreimbursed medical expenses that exceed 7.5% of
your adjusted gross income, and to pay for health
insurance premiums after a job loss (IRAs only).

Pay down debt. Generally, it's wise to enter
retirement (especially when unexpected) with as little
debt as possible. Ensuring that your financial plan
includes a strategy for paying down student loans,
credit card debt, auto loans, and mortgages can help
you minimize your income needs later in life.

Know your bare-bones budget. Another way to help
cushion the shock of an unexpected early retirement is
knowing exactly how much you spend each month on
your basic necessities, including housing, food,
utilities, transportation, and health care. Maintaining a
written budget throughout life's ups and downs will
help you quickly identify how much income you'd need
over the short term while you work on a longer-term
income-replacement strategy.

Maintain adequate levels of disability insurance.
Your employer may offer group coverage at reduced
rates; however, you lose those benefits if your
employment is terminated. Private disability income
insurance can help you secure coverage specific to
your needs, and since the premiums are typically paid
with after-tax dollars, any benefits would generally be
tax-free (unlike work-sponsored coverage that is paid
with pre-tax dollars).

Understand Social Security benefits. If you stop
working due to disability, you may qualify for Social

Security Disability Insurance benefits if you meet
certain requirements. You must have earned a certain
number of work credits in a job covered by Social
Security and have a physical or mental impairment
that has lasted or is expected to last at least 12
months or result in death. If you remain eligible,
benefits may continue up to age 65 and then convert
to Social Security retirement benefits.

If you need to retire earlier than planned for reasons
unrelated to disability and are eligible for Social
Security retirement benefits, you can apply as early as
age 62. However, starting payments prior to your full
retirement age (66 or 67, depending on year of birth)
will result in a permanently reduced monthly benefit.

For more information on Social Security disability and
retirement benefits, visit the Social Security
Administration's website at ssa.gov.

Consider your health insurance options.
Terminating employment prior to age 65 could leave
you without health insurance. You may opt to continue
your employer-sponsored health coverage for a limited
period (permitted through COBRA, the Consolidated
Omnibus Reconciliation Act), although this can be
quite expensive. If you're married and your spouse
works, you may get coverage under their plan. You
may also seek coverage through the federal or a
state-based health insurance marketplace. If you
receive Social Security disability benefits, you'd
automatically qualify for Medicare after 24 months.

Why 49% of Retirees Retired Earlier Than
Planned

Source: Employee Benefit Research Institute, 2024

Don't be caught off guard
Don't wait for an unwelcome surprise. Take steps now
to help ensure your overall financial plan considers the
"what-if" of an unexpected early retirement.
1) Employee Benefit Research Institute, 2024

2) Qualified Roth withdrawals are those made after a five-year holding
period and after the account owner dies, becomes disabled, or reaches age
59½. The penalty for early retirement account distributions and nonqualified
withdrawals from Roth accounts is 10%. Nonqualified withdrawals from
HSAs will be subject to ordinary income tax and a 20% penalty. After age
65, individuals can take money out of HSAs penalty-free, but regular
income taxes will apply to funds not used for qualified medical purposes.

3) Age 50 or after 25 years of service for public safety officers
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What's New for 2025?

Prepared by Broadridge Investor Communication Solutions, Inc. Copyright 2025

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.

To help you stay informed, here are five changes you
can look forward to in the new year.

Higher catch-up contributions for some. As of
January 1, individuals ages 60 through 63 may be able
to make increased catch-up contributions (if offered) to
their workplace plan. The catch-up amount for people
age 50 and older is $7,500 for 2025, but for people
ages 60 through 63, the limit will be $11,250.1

Cap on out-of-pocket Medicare drug costs. A bit of
welcome news for people with Medicare Part D
prescription drug coverage — a $2,000 annual cap on
out-of-pocket prescription costs takes effect on
January 1.2 People with Part D will also now have the
option to pay out-of-pocket costs in monthly
installments over the course of the plan year instead of
having to pay all at once at the pharmacy, which may
help make it easier to manage prescription drug costs.

Automatic enrollment for new workplace
retirement plans. Businesses that have adopted
401(k) and 403(b) plans since the passage of the
SECURE 2.0 Act in December 2022 are now required
to automatically enroll eligible employees at a
contribution rate of 3% to 10%. After the first year, this
rate will increase by 1% each year until it reaches 10%
to 15%. New companies in business less than three
years and employers with 10 or fewer employees are
excluded, and other exceptions apply. Employees may
opt out of coverage or elect a different percentage.

REAL ID deadline. The deadline for getting a REAL
ID is May 7 (although the TSA has announced that
enforcement may be phased in). As of that date, every
air traveler who is at least 18 years old will need a
REAL ID-compliant drivers license or identification
card or another TSA-acceptable form of identification
for domestic air travel and to enter certain federal
facilities. Other TSA-acceptable documents are active
passports, passport cards, or Global Entry cards.
Standard drivers licenses will no longer be valid ID for
TSA purposes, but enhanced drivers licenses from
certain states are acceptable alternatives. Travelers
who don't have a REAL ID by the deadline could face
delays at airport security checkpoints. Visit the TSA
website at tsa.gov for updates and information.

New credit scoring risk model for mortgages. In
late 2025, lenders are expected to begin using
VantageScore 4.0 and FICO Score 10 T (instead of
Classic FICO) to qualify borrowers. These new credit
scoring models will provide a more precise
assessment of credit risk.3 Models will consider
trended credit data (an analysis of a customer's
behavior over time or historical payment and balance
information) and other data not previously considered
as part of the Classic FICO score, such as rent, utility,
and telecom payments. This change will potentially
help more applicants qualify for mortgages.
1–2) These are indexed annually for inflation so may rise each year.

3) Fannie Mae and Freddie Mac, 2024
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