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 RMD Start Age Changed from Age 70.5 to Age 72
 IRA Contribution after Age 70.5

 Qualified Charitable Contribution
 529 Plans Available For Student Loan Payments
 Medical Deductions Increased
 Kiddie Tax Elimination
 Penalty Free Withdrawal for Birth / Adoption

 Start Age changed from age 70.5 to age 72
 Effective for anyone not aged 70.5 at the end of 2019

 Life expectancy tables will not change

 Stephen
o Age: 70
o DOB: June 30,1949
o Turns 70 ½ in the same year as turning 70 in year 2019
o Must take first RMD in 2019 or by April 1st, 2020
 Sandra
o Age: 70
o DOB: July 1st, 1949 (One day after Stephen)
o Turns 70 ½ in January 2020
o Her RMD Beginning age is 72
o Must take first RMD in 2021 or by April 1st, 2022

 Were not allowed to contribute after the age of 70.5
 Applies to Spouses
 Doesn’t impact the ability to contribute to a Roth IRA
 Need to have “compensation”
 Coordinated with any QCD
 QCD’s still allowed at age 70 ½

 “Qualified Expense” List Expanded
 529 Plan Accounts can be used for Student Loan Repayment
 Student Loans now considered a “Qualified Expense”

 $10,000 limit
 Retroactive

 Medical Expense Deduction Limit Lowered
 Can utilize Qualified Retirement Plans and IRAs above the limit

 Kiddie Tax Reverts to Old Rules
 Retroactive to 2018
 Birth and Adoption a New Penalty Free Exception
 One Year from Date of Birth or Date of Finalized Adoption
 Per-Child Limit

 May “Repay” Distribution

ELIMINATION
OF THE
STRETCH IRA
PROVISION

 Stretch IRA allows NON-spouse beneficiaries to take

distributions from retirement accounts over the
lifetime of the beneficiary

 For most:
o If account holder passed prior to 2020 use Stretch-IRA
o If account holder passes after 2020, use 10-Year

 Retirement accounts must be fully distributed by end

of the 10th year after the account owner’s death

 Expected to raise $16B in tax revenue
 Applies to all retirement accounts, even Roth IRAs

 Keep Using Stretch:
o Any account owner who passed away
prior to January 1st 2020,
“grandfathered in”
 Exempt:
o Spouse
o Minor children OF THE ACCOUNT
OWNER
o Disabled or chronically ill
beneficiary
o Individual who is less than 10-years
younger than the account owner

 Must Use new 10-Year Rule:
o Non-spouse beneficiaries, unless
exemption applies
o Minor children OF THE ACCOUNT
OWNER 10-Year clock starts when
they reach Age Of Majority (state
specific)

Spousal beneficiaries are exempt from
the new 10-year rule and can still use
the Stretch-IRA rules.

Spousal beneficiaries have a choice:
- Take lifetime annual distributions, aka
“stretch-IRA”, OR
- Move the inherited funds directly into
their own IRA

Ian is a non-spouse beneficiary.

He is a minor.

He must take annual lifetime
distributions for the rest of his life.

Ian is a non-spouse beneficiary.

He is a minor.
He must take annual lifetime
distributions until he turns “age of
majority” (18 in his state).

Once he turns 18 he has 10-years
remaining to fully distribute the IRA
account.

Ian is a non-spouse beneficiary.
He is a minor.
He must distribute the entire inherited
IRA by the 10th year after his
grandfather’s passing (2030) since he is
not the minor CHILD of the account
owner.

 Trust’s hit maximum tax bracket of 37% at only $12,750 of income.

 If/when trust income is distributed to the trust beneficiary the

beneficiary can usually report the income on their tax return as opposed
to the trust tax return. This usually reduces tax liabilities substantially.

 Look at trust to see if trustee has enough flexibility to distribute taxable

income to the beneficiary. If not the accumulated funds will be subject to
trust tax brackets resulting in a much higher tax liability.

 Not always desirable to distribute assets from the trust:
o Minor child
o Gambling or substance abuse

Non-spouse, minor who inherited IRA from parent.
Lifetime distributions until 18 and then 10-year clock
begins.

Trust document tells trustee not to distribute any of
the trust to Ian until he is 30 but Ian’s inherited IRA
must be liquidated and paid to his trust when Ian is
still 28 resulting in the trust picking up the tax
liability.

Depending upon the value of the IRA and the state
that the trust files taxes in it is possible for the
original IRA to lose about half of its value to taxes in
this situation.

LIFETIME
ANNUITY
OPTION IN
RETIREMENT
PLANS

 Fiduciary Safe Harbor for ERISA Plan

administrators. To choose a lifetime income
option within retirement plans.

 New rules provide clear guidance for retirement

plans, such as 401(k)s, to include annuities.

 Rule expected to encourage more retirement

plans to offer an annuity option in the plan’s
investment lineup.

 New rule allows for the annuity to retained by the

employee even if the plan no longer offers the
annuity.

RETIREMENT
PLANS FOR
SMALL
BUSINESSES

 New rules designed to encourage the use of

retirement plans for small businesses.

 Increases the credit to the business for

establishing retirement plans.

 Increased credit from a maximum of $500 to a new

maximum of $5,000.

 Credit available to the business for 3 years.

 Small business defined as a business with less

than 100 employees.

New business; owner is considering a
retirement plan.

Owner decides to establish a 401(k) Plan.
Plan will cover herself and her 20
employees.
Business can receive a credit of $5,000.
- ($250 x 20 employees = $5,000)
Credit available for up to 3 years, beginning
in 2020.

AUTO
ENROLLMENT
CREDIT FOR
SMALL
BUSINESSES

 New credit for adoption of auto-enrollment by a

small business.

 Auto-enrollment increases participation in

employer-sponsored retirement plans.

 SECURE Act establishes a new credit to small

business when adopting auto-enrollment feature.

 Credit is $500 and can be in additional to other

credits.

 Credit available to the business for 3 years.
 Does not have to be a new plan, business can take

the credit whenever the auto-enrollment is added
to the plan.

RETIREMENT
PLAN ACCESS
FOR PARTTIME
WORKERS

 Current laws allow those who work less than 1,000

hours/year to be excluded from retirement plans.

 SECURE Act establishes a new rule to allow

employees who have worked at least 500 hours in
the prior three years to be eligible for the
retirement plan.

 Employees participating in a plan under the 500-

hours-for-3-years requirement can be excluded
from the plan’s testing for nondiscrimination.

 Note: changes apply to plan years beginning in

2021 (earliest eligible in 2024 after 3 years at 500
hours/year).

RELAXED
RULES FOR
MULTIPLE
EMPLOYER
PLANS (MEPS)

 MEPs: single retirement plans maintained

for the benefit of two or more unrelated
employers.

 Current laws allow for MEPs, however

strict rules have discouraged adoption.

 SECURE Act provides two changes to

make MEPs more attractive:

o Relaxation of the significant common

relationship rule, and
o Elimination of the “One Bad Apple’ rule.

 Effective in 2021.
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