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Hello Kathleen:
 

Welcome to the Greenleaf Guide
 

A Newsletter for Clients of Greenleaf Financial Group 

In This Issue
Market Update: Stocks Continue to 
Rebound

In June: Give Money to Nonprofits

College Refunds and 529 Accounts: How to 
Put a Refund Back to Work for Next Year

Kids' Summer Camps are Cancelled: Can I 
Change My Dependent-Care FSA 
Contribution?

In Review

Market Update
Stocks continued to rally over 
the past month as hopes for a 
vaccine in 2020 rose and as 
many regions resumed 
business operations earlier 
than anticipated. 

Investors are betting that one 
of the 10 coronavirus vaccines 
under development will 
eventually come to market and 
halt the spread of the infectious 
disease. Although 
manufacturing a vaccine and 
disseminating it will take time, 
the sheer number of possible 
successes has helped fuel a 
stock-market rebound.

All stock segments showed 
positive gains in May, even the 
hardest hit areas, such as real 
estate, small company stocks, 
international stocks, and value 
segments (which include 
energy, financials, and 
industrials).

May 2020

Spotlight On

College Refunds and 529 
Accounts: How to Put a 

Refund Back to Work for 
Next Year

 
If your kid's college or university issued a 
refund for spring semester room or board, 
tuition or other fees AND if you paid for those 
costs with your 529 account, you can return 
the money to your 529 account and avoid 
having to pay taxes or a tax penalty on the 
refund.

The rules for returning refunds to a 529 
account date back to 2015, rather than 
resulting from recent legislation. Therefore, 
you won't find them mentioned in the CARES 
Act of 2020.

Please note that you must act quickly!

You have 60 days from the date of the 
refund or until July 15th, 2020 --
whichever is later -- to recontribute the 
money to your student's 529 account.

Please also observe the following rules:

The amount of the recontribution 
cannot exceed the refunded amount. 
Any excess amount is considered to be a 
new contribution, not a recontribution. 

The refund must be recontributed to a 
529 account for the same beneficiary, 
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industrials).

For the year-to-date, a few 
areas, namely bonds and 
growth stocks, are in the black. 
However, most stocks still have 
to fully recover from their 
March declines. The stock 
segments mentioned above 
have a relatively long ways to 
go. For example, an index of 
international stocks is still 
down -15% for the year-to-date. 

In contrast, the large-company, 
mostly US-based, S&P 500 
stock index has a year-to-date 
decline of just -5.3% at this 
time.

Much like last month, the 
recent results highlight the 
differences between the stock 
market and the economy. The 
stock market is a prediction 
mechanism and it sees this 
crisis as getting better. 
Economic data points to hard 
economic times in the near 
term -- for example, the U.S. 
unemployment rate is expected 
to reach 17% in June -- whereas 
the stock market looks ahead 
six months or more. 

This aspect of investing can be 
unsettling in such strange 
times. If you'd like to discuss it 
together, just let us know. Your 
concerns are our concerns!

Financial Planning Calendar: 
What to Do in May

Next month, we encourage 

529 account for the same beneficiary, 
though it does not have to be 
recontributed to the same 529 plan from 
which it was withdrawn.

If the refund is not recontributed and if 
you exceed the amount of qualifying 
expenses for the same tax year, then the 
refund is considered a non-qualified 
distribution and the earnings portion of 
the distribution is subject to income 
taxes and a 10% tax penalty.

What if I've already cashed the check?
You are still allowed to recontribute the 
amount into a 529 account. Simply send in the 
amount of the refund and keep good records.

If you have the refund check, you may endorse 
the check to the name of the 529 plan and 
include your son's account number. For 
example, "payable to CollegeChoice 529 
account 555-111222."

What if my son's college expenses were 
higher than the 529 withdrawal and the 
refund amount together? 
If you have enough qualified expenses to cover 
your full 529 distribution, then you do not 
need to put your refund back into your 529 
account. 

For example, you withdrew $10,000 from 
your son's 529 account to pay for tuition, 
room and board, books, a laptop, and other 
qualifying expenses. Your qualifying costs for 
the year were $15,000 and you received a 
$5,000 refund for room and board. Because 
your qualifying costs were $10,000, that 
matches your $10,000 withdrawal and you 
will not pay a penalty or taxes on the earnings 
portion of that $10,000 withdrawal. 

What about voucher refunds?
Some college provided refunds in the form of 
vouchers or credits toward future college 
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Next month, we encourage 
clients to do the following.

Task: Make donations and 
donor-advised fund grants 

to nonprofits in June 
rather than waiting until 

year-end.

Why:  Many not-for-profit 
entities rely on 

fundraising events and 
activities to raise money 

and carry out their 
objectives. Cancelled 

events -- combined with 
recessionary conditions -- 
have put many nonprofits 

in a difficult financial 
bind.

You can help. Donor support 
will provide much-needed 

funds for nonprofits. Many are 
carrying on with reduced staff 

and many are also experiencing 
higher-than-ever requests for 

their services.

The CARES Act allows 
taxpayers to deduct up to $300 

of their cash donations to 
qualifying organizations 

without itemizing deductions. 

However, please note the 
following:

Only cash gifts are eligible. 
Gifts of stocks, vehicles, clothes 

or other goods do not qualify 
for the deduction.

Gifts must be made to a 
qualifying 501(c)(3) 

vouchers or credits toward future college 
costs. Since these vouchers are not cash 
payments, they cannot be recontributed to a 
529 account. In the eyes of the IRS, it is not a 
refund and it does not impact your 529 
withdrawal for the spring semester.

Question of the Month

Question
I use my workplace dependent-care 

flexible-spending account (FSA) to help 
pay for my kids' daycare and summer 

camps. However, camps have been 
cancelled and daycare options are few 

and far between. I don't want to lose 
the money I've contributed -- and have 
committed to contribute -- to my FSA. 

What should I do?

Answer
Concerned parents, take heart. The IRS 
recently provided an added layer of flexibility 
to flexible-spending accounts. 

For dependent-care FSA accounts, health FSA 
accounts, and also employer-sponsored 
health coverage, the IRS is allowing 
employees to make changes to their elections 
at mid-year.

Previously, any elections you made during 
benefits enrollment were irrevocable for the 
following calendar year. But for 2020 only, 
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qualifying 501(c)(3) 
organization.

If you do itemize, all of your 
charitable donations will go on 

your Schedule A. This 
deduction is for those who do 

not itemize.

At this time, the deduction is 
for tax year 2020 only.

The legislation is unclear about 
whether couples filing a joint 

tax return can double the 
deduction to $600. Until the 

IRS provides guidance, assume 
that the $300 amount applies 

to all tax returns.

Los Angeles Office 
jhartman@greenleaf-fg.com 

323-395-8801
1239 S. Rimpau Blvd.

Los Angeles, CA 90019

Indianapolis Office 
khartman@greenleaf-fg.com 

317-253-0544 
2555 E. 55th Pl, 

Suite 213 
Indianapolis, IN 46220 

following calendar year. But for 2020 only, 
an employee may revoke an election or make 
a new election. Therefore, rather than not 
being able to spend your FSA dollars (since 
FSA accounts are primarily a use-it-or-lose-it 
approach), you may stop putting money into 
your account.

What does this mean in terms of your 
dependent-care FSA?

-- You may change the amount of your 
contribution or reduce your contribution to 
zero for the remainder of 2020. 

-- Your employer must opt into the IRS' 
changes, though it is highly likely that 
companies will do so as soon as possible.

-- To use your funds for daycare by an 
individual, the individual must have proper 
documentation and state licenses.

Keep a close watch out for notifications from 
your employer. Each company will have its 
own time period and requirements for 
making changes. 

Please remember that all money in a 
dependent-care FSA has to be spent before 
the plan year ends. This has not changed.

In conclusion, you may not have a large 
window of time to change your elections, but 
you will have an opportunity. 
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