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What is the SECURE ACT of 2019?

On December 20th, 2019, Congress enacted new provisions under part of a larger government spending package named: 
Setting Every Community Up for Retirement Enhancement (SECURE) Act. The policy reform included in this act was 
presented to make saving for retirement easier and more accessible for majority of Americans.

You can now make IRA contributions 
beyond age 70½

As the average lifespan of Americans increases, so does what 
was once a traditional retirement age. This longevity can now be 
rewarded with the ability to contribute to your traditional IRA past 
age 70½ if you are still working. These new rules for traditional 
IRAs now align more closely with 401(k) plans and Roth IRAs, 
which have no age cut-off.

Keep in mind that those who are 70½ or older and making 
contributions to a traditional IRA, SIMPLE IRA or SEP IRA will 
still need to take RMDs, even if they’re still working.

Action Plan: Establish a timeline for how long you plan to work 
and when you expect to start withdrawing from your retirement 
savings. Doing this will help you identify your true retirement 
readiness. Working with a financial professional will help you in 
determining this. 
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This critical retirement legislation reflects policy 
changes to defined contribution plans, such as 401(k)s, 
defined benefit pension plans, individual retirement 
accounts (IRAs), and 529 college savings accounts. 
Most of these provisions in the law were planned to go 
into effect on January 1, 2020.

Major Changes:
• Elimination of the 70½ Age Limit for Traditional IRA 
Contributions
• Increased Required Minimum Distribution (“RMD”) Age
• The IRS’s New Proposal to Review & Change the RMD 
Tables
• Goodbye Stretch IRA, Hello 10-Year Rule
• Incorporation of Annuities into Employer-Based Defined 
Contribution Retirement Plans
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IRS’s New Proposal to Change the RMD Tables

On November 6, 2020, the IRS issued final regulations containing new 
life expectancy tables to be used for determining Required Minimum 
Distributions (“RMDs”). These new tables are effective for RMDs 
beginning on January 1, 2022. The old tables will still apply for 2021 
and no RMDs were required for 2020 due to the Coronavirus Aid, 
Relief, and Economic Security (CARES) Act. After reviewing 
improvements in mortality since RMD life expectancy tables were last 
updated in 2002, the IRS provided for an overall moderate reduction of 
RMDs utilizing these newly updated tables.

The three tables used to determine RMDs are:

The Uniform Lifetime Table: The table most used by plan owners. It is used to determine lifetime RMDs for most plan 
participants over the age of 72. This includes when a spousal beneficiary is a sole designated beneficiary, however, is 
not over 10 years younger than the account owner or when the spouse is not the sole designated beneficiary. The 
Uniform Lifetime Table is also used to calculate distributions required for an individual who has inherited a tax deferred 
retirement account from their spouse and has selected to transfer the account into their own name.

The Joint and Last Survivor Table: This table is only used to determine RMDs to plan participants over the age of 72 
when a spouse is a sole designated beneficiary and who is over 10 years younger than the account owner.

The Single Life Table: After the SECURE Act, this table will be used by a newly defined class of beneficiaries called 
Eligible Designated Beneficiaries. Eligible designated beneficiaries are defined as spouses, disabled or chronically ill 
individuals, minor children of the account owner/participant or someone who is no more than 10 years younger than the 
account owner/participant.

The changes to the life expectancy tables are intended to allow for the retention of greater amounts in affected retirement 
plans (generally IRA’s and Company plans), defer taxes a little longer and hopefully provide more retirement income to 
participants to account for generally longer life spans. The effective date for the new tables was delayed from 2021 to 2022 in 
the final regulations so account custodians and plan administrators would have enough time to update their computer systems 
which calculate the RMDs.

Required Minimum Distributions (RMDs) now begin at age 72

Americans on average are working longer. To account for these individuals, you’ll no longer be required to withdraw assets 
from IRAs and 401(k)s at age 70½. The new RMD age is 72 for individuals who turn 70½ in the calendar year 2020. This age 
72 requirement is for most retirement accounts, including traditional IRAs, SEP and SIMPLE IRAs, and qualified plans such as 
a 401k, 403b, and 457. Roth IRAs remain exempt.

If you turned age 70½ in 2019 and have already begun taking your RMDs, you should generally continue to take your RMDs. 
However, the IRS may provide further guidance on this point.

Action Plan: If you are turning 70½ and had planned on taking an RMD, you may want to contact your financial professional 
and discuss which options for withdrawal would be best for you.
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Goodbye Stretch IRA, Hello 10-Year Rule

Prior to the SECURE Act, if you inherited an IRA or 401(k), you could "stretch" your distributions and tax payments out over 
your single life expectancy. Many people have used "stretch" IRAs and 401(k)s as reliable income sources. Under the new 
law, IRAs inherited from original owners who have passed away on or after January 1, 2020, requires such beneficiaries to 
withdraw assets from an inherited IRA or 401(k) plan within 10 years following the death of the account holder. The 10-year 
rule applies regardless of whether the participant dies before, on, or after, the required beginning date (RBD)—the age at 
which they had to begin RMDs, which is now age 72.

In other words, you must withdraw the inherited funds 
within 10 years and pay income taxes on the 
distributed amounts. If you're under the age of 59½, 
you won't pay the 10% penalty, but you must pay 
income taxes on the distributions. 

Exceptions To The 10-year Rule

There are a few exceptions to the 10-year rule. 
Assets left to a surviving spouse, a disabled or 
chronically ill person, a child who hasn't reached the 
age of majority (typically 18), or a person not more 
than ten years younger than the IRA account owner.

Action Plan: If you plan to leave an IRA to 
beneficiaries based on prior rules, consider working 
with your tax professional or estate planning attorney, 
as this change may require you to reevaluate your 
retirement and estate planning strategies. If you're a 
beneficiary of an inherited IRA or 401(k) and the 
original owner passed away prior to January 1, 2020, 
you shouldn’t need to make any changes.
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Employer-Based Retirement Plans – Specified Access to Annuities

One of the biggest features of the Secure Act is a provision that allows employers to offer annuity options more widely within 
401(k) plans. If you are not familiar with an Annuity, it’s similar to a pension, and can provide employees peace of mind by 
knowing that they won’t run out of money after exiting the workforce. IRAs and 401(k) plans don’t offer this same guarantee.

Prior to the SECURE Act, Annuities historically had been less popular than other 401(k) plan offerings, such as stocks or 
mutual funds. According to a 2019 Employee benefits survey, only 7% of HR specialists said their organizations offered 
lifetime income solutions, such as in-plan annuities. This was because businesses were held legally responsible in a lawsuit if 
an insurer went out of businesses and was unable to pay the promised income to annuity owners. 

This is no longer the case! The new legislation created a safe harbor for employers when choosing a group annuity to include 
within a 401(k) or similar plan. By doing this, they shifted the liability burden from the business owner to the insurance 
company. Employers must still perform due diligence when vetting potential insurance companies, and there are requirements 
that must be followed, however, they no longer face the amount of risk they did prior to the SECURE Act.

How the SECURE Act Could Impact Your Retirement

Legislation included in the SECURE Act encourages increased retirement savings by raising the cap for auto enrollment 
contributions in employer-sponsored retirement plans from 10% of pay to 15%. This means, if your plan at work provides auto 
enrollment, the amount withheld for your retirement savings could go up every year until you're contributing 15% of your pay 
to your retirement savings plan.

They’ve also made it possible for "lifetime income investments" to be distributed from your workplace retirement plan. The 
retirement income options would be portable. Meaning, if you left your job, you could roll over this lifetime income investment 
to another 401(k) or IRA.

Lastly, they’ve increased transparency into retirement income with "lifetime income disclosure statements." These statements 
would show how much money you could potentially receive each month if your total 401(k) balance were used to purchase an 
annuity. This disclosure would allow you and your financial advisor to better gauge what your potential income would be 
throughout retirement.
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Other SECURE Act Provisions That May Affect You

Tax Credits Available for Small Businesses
Under the new law, small business owners can receive $250 per 
non-highly compensated employee who are eligible to participate in a 
workplace retirement work plan. Such credits are limited to a minimum 
of $500 and a maximum credit of $5,000.

Small-businesses eligible for the credit would have up to 100 
employees over a 3-year period beginning after December 31, 2019, 
and applies to SEP, SIMPLE, 401(k), and profit-sharing types of plans. 
In a situation where the retirement plan includes automatic enrollment, 
an additional credit of up to $500 is now available.

Penalty-Free Withdraws for Qualified Birth or 
Adoption
Under the new law “qualified births or adoption distributions” can be 
made in an amount up to $5,000 from plans such as a 401(k) or IRA. 
Such distributions are available to each individual parent.

As an added benefit the 10% early withdrawal penalty will not be 
applied. Additionally, you are offered “rollover contribution” repayment 
options on eligible contribution plans or IRAs.

529 funds can now be used to pay down student 
loan debt
Previously, these accounts were designed for families to contribute after 
tax money in which it could grow on a tax-deferred basis and could then 
be withdrawn tax-free if it's used to pay for “qualified education 
expenses” only. 

Plan holders can now use 529 plans to pay for tuition and qualified 
expenses of apprenticeship programs and can withdraw a lifetime 
maximum of $10,000 to pay down student loan debt.
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Why Did They Create the Secure Act?

The legislation passed is an attempt by Congress to address the increased difficulty many people face saving and investing 
for retirement. While retirement costs grow, research shows that the average American is not saving enough, if at all. Several 
factors, including longer life expectancies and rising health care costs, are contributing to this gap in retirement savings, 
according to researchers.

Action Plan: Ask your financial professional how you can incorporate a Fixed IndexAnnuity (FIA) into your employer’s 
retirement contribution plan.

Revising Your Financial Strategy

Whether the SECURE Act ends up being a retirement game-changer or not remains to be seen. But one thing is abundantly 
clear: The prior rules weren't allowing nearly enough Americans to put away the nest egg they’ll ultimately need for a secure 
retirement.

If you’re ready to take the next steps in solidifying your financial strategy, get in touch with a financial professional that can 
help you meet your retirement goals. 
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