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The SECURE Act 2.0 & Your Retirement
Now that summer is coming to an end and school is back in

session, now is a great time to start thinking about year-end

planning. 

The goal of September's newsletter is to take a holistic review of the

SECURE Act (Setting Every Community Up for Retirement

Enhancement) that was passed into law at the tail-end if 2019. 

Folks often confuse the SECURE Act with the CARES Act

(Coronavirus Aid, Relief, and Economic Security), but they are wholly

separate. The CARES Act extended and expanded the benefits of

unemployment compensation, waived the required minimum

distribution (RMD), and provided grants and loans to struggling

businesses, among many other important benefits. Alternatively, the

SECURE Act raised the RMD beginning age from 70.5 years old to

72, and most notably changed the rules regarding inherited IRAs, or

"stretch IRAs". 

Since the SECURE Act passed in 2019, Congress is already

considering what many are calling the, "SECURE Act 2.0". Planning

early and often helps to avoid common pitfalls and while there is no

guarantee of the updates passing into law, it is worth reviewing

some possible outcomes.

 Easing the RMD bite. As already mentioned, an RMD from a

traditional IRA isn’t required until 72. SECURE Act 2.0 would raise

the RMD to 73 beginning in 2022, 74 in 2029, and 75 in 2032.

Taking your first distribution from a tax-deferred retirement

account will depend on many factors, but if the funds are not

needed, it is usually a good idea to defer withdrawals until

required. By delaying a withdrawal, the investments maintain

their tax-exempt status. Or, if you need cash before RMDs are

required, you decide how much to withdraw. You are not bound

by an arbitrary rule.

 A more favorable catch-up provision. If Secure Act 2.0 is

passed into law, employees 50 and older can make extra catch-

up contributions to a 401(k) or similar plan. The limit for 2021 is

$6,500, which is indexed to inflation. As proposed, Secure 2.0

maintains the catch-up limits for those aged 50 but increases the

annual catch-up provision to $10,000 for participants ages 62

through 64. The new limit begins in 2023. This new maximum is

indexed to inflation. However, all catch-up contributions must be

placed in a Roth IRA, which would disallow a tax deduction.

Starting in 2022, all catch-up contributions must be made into a

Roth IRA. Presumably, it’s a way for the government to capture

revenue. Nonetheless, ROTH IRAs are not subject to RMDs, and

withdrawals are exempt from federal income taxes.

 Student loan matching. SECURE Act 2.0 would permit

employers to make matching contributions to their 401(k) plans

tied to the employee’s student loan payments. The goal:

encourage younger employees to save for retirement. It would

also help employers pass nondiscrimination tests that prevent

plans from favoring higher income employers.While we recognize

this provision will probably complicate the administration of a

401(k) plan, we applaud the proposal simply because we know

that the sooner one begins saving for retirement, the sooner one

may enjoy the power of compounded returns. As we always

counsel, it’s never too early to start saving.
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SECURE Act 2.0 Honorable Mentions
Allow Roth contributions to SEP and SIMPLE

plans. 

Accelerate part-time workers’ participation in

401(k) plans.

Extend to 403(b) retirement plans some of the

features of 401(k) plans. 

Require the Treasury secretary to increase

awareness of the Retirement Savings

Contributions Credit (also known as the saver’s

credit), which is available to low- and moderate-

income workers.

Eliminate some impediments to offering lifetime

income annuities as a retirement plan investment

option.

It would also place limits on employers who

attempt to capture excess plan payments from a

participant.
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SECURE Act 2.0 may pass as proposed, changes

could be made, or the bill could run into unforeseen

obstacles that prevent it from being enacted into law.

As I have already said, the review is a high-level peek

at what is being proposed. Any advice we may

provide will be tailored to your individual

circumstances. We suspect changes to the proposed

law will probably be made and we are happy to

entertain any questions.


