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Last month’s edition of The Legacy Ledger touched on a few of the key elements surrounding 

The SECURE Act.  Because this new law has the potential to affect the retirement plans of 

many of our clients, we felt it would be beneficial to provide you with a more in depth 

explanation. We encourage you to read this special report and contact us if you have any 

questions or concerns.  

What Do Investors Need 

to Know about  

The SECURE Act?  
February 10, 2020  FINRA Staff 

Saving for retirement and education are important priorities for many Americans. A new law that took effect in 

January 2020, the Setting Every Community Up for Retirement Enhancement (SECURE) Act, aims to increase 

access to workplace retirement plans and generally expand opportunities to save for retirement, in addition to 

making changes related to education savings. Here are eight things investors should know about the SECURE Act. 
 

1. Increase in the age for RMDs from 70½ to 72 
 

Required minimum distributions, or RMDs, are minimum amounts that you must withdraw annually from your 

traditional IRA, 401(k), 403(b) or other retirement savings plan once you have reached the mandatory age for 

making withdrawals. The SECURE Act increases the mandatory age at which individuals must begin taking RMDs. 

Prior to the SECURE Act, individuals with IRA accounts or qualified employer-sponsored retirement plans were 

required to take RMDs beginning in the year in which they turned 70½, with a deadline (for the first RMD only) of 

April 1st of the following year. The SECURE Act increases the beginning age for RMDs from 70½ to 72, a nod to 

the reality that many Americans are working and living longer. The change can help Americans extend their 

retirement savings over a longer period. 

The fine print: If you turn 70½ years old on or after January 1, 2020, you generally must begin taking RMDs by April 

1st of the year following the year that you turn age 72. However, individuals who turned 70½ years old in 2019 are 
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not eligible for the law's changes and generally must begin withdrawing money by April 1, 2020, and then take 

another RMD by the following December 31, and by every December 31 thereafter. Failure to take RMDs at the 

required time may result in financial penalties, so pay close attention to how the new law might impact you. 
 

RMDs are calculated using life expectancy tables issued by the IRS in Publication 590-B. Updates to the life 

expectancy tables were proposed prior to the SECURE Act's adoption. If updates are officially adopted, they will not 

go into effect until January 1, 2021. Check the IRS website for updates. 
 

2. Potential for more lifetime income products, like annuities, in retirement plans 
 

The SECURE Act includes several provisions facilitating the inclusion of annuities in retirement plans. Before the 

new law, employers may have been hesitant to include annuities in their sponsored plans because of potential 

liability in selecting the insurance companies offering the annuities. The SECURE Act provides employers with 

immunity from liability if it selects an annuity provider that meets certain requirements. These include, among other 

things, for the preceding seven years, being licensed by the state insurance commissioner to offer guaranteed 

retirement income contracts, filing audited financial statements as required by state law, and maintaining financial 

reserves that satisfy state statutory requirements in all states where the annuity provider does business. 
 

An annuity is a contract between you and an insurance company in which the company promises to make periodic 

payments to you, starting immediately or at some future time. Some annuity contracts provide a way to save for 

retirement. Others can turn your savings into a stream of retirement income. Still others do both. Annuities come with 

a variety of fees and expenses, such as surrender charges, mortality and expense risk charges and administrative 

fees. Annuities also can have high commissions. 
 

The new law also makes annuities portable between retirement plans. If you change jobs, it is now possible to, for 

example, roll over a 401(k) annuity from your former employer to another 401(k) or IRA, and avoid surrender charges 

and fees. In addition, the SECURE Act will require new disclosures about how your retirement savings might be 

different if you were invested in a lifetime income stream product like an annuity. The law requires that defined 

contribution plans deliver to plan participants a disclosure document showing the "lifetime income stream equivalent" 

that could be generated by the lump sum amount in the individual's retirement account. 
 

This means you would see an estimate of the monthly amount you could receive with a single or joint life annuity, 

based on your current account balance. The law provides immunity for the employer related to the income 

projections. This provision will go into effect at a later date once certain requirements have been addressed by the 

Department of Labor.  
 

3. 10-year draw down limit on inherited IRAs for non-spousal beneficiaries 

Previously, non-spousal beneficiaries who inherited an IRA were able to draw down the IRA over their lifetimes, and 

defer paying taxes on the entire inheritance amount (referred to as an inherited or "stretch" IRA). A stretch IRA is not 

a type of IRA but rather a strategy to stretch the period of tax-deferred earnings of assets within an IRA beyond the 

lifetime of the person who set up the IRA, typically over multiple generations. In other words, "stretching" the IRA 

would allow you to pass your IRA down multiple generations to your grandchildren.  
 

Continued on page 3 
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The SECURE Act now requires that non-spousal beneficiaries such as a son or daughter draw down the assets in an 

inherited IRA within a decade of inheritance, subject to a few exceptions. There are no RMDs within the 10-year 

period, but the change is likely to introduce tax burdens for those who inherit an IRA while still in their earning years. 

The new law also applies to funds inherited by non-spousal beneficiaries from a 401(k) account and other defined 

contributions plans. 
 

Exceptions to the 10-year requirement include assets left to a surviving spouse, a minor child, a disabled or 

chronically ill individual and beneficiaries who are less than 10 years younger than the decedent (such as a sibling or 

friend). If the beneficiary is a minor, the exception only applies until the child reaches the age of majority, at which 

time the 10-year rule would apply.  
 

Individuals who inherited an IRA from an original IRA owner who passed away prior to January 1, 2020, are not 

subject to the new 10-year restriction. As such, these individuals may continue with their planned distribution 

schedule.  
 

4. Removal of age limits for contributions to traditional IRAs 

Previously, an individual was only able to contribute to a traditional IRA up to the age of 70½. Under the new law, this 

age limit goes away (Roth plans never had age limits for contributions). Any individual who still has earned income 

(e.g., job compensation) in the year 2020 and beyond may contribute to a traditional IRA (or a spousal IRA). In fact, 

the SECURE Act allows anyone who is working and has earned income to contribute to a traditional IRA for as long 

as desired, even if you have not contributed to an IRA in the past.                                                                                                                                                                                                                                                                                                                    

 

5. Long-term part-time worker access to employer-sponsored retirement plans 

Starting in 2021, the new law will make employer-sponsored retirement plans available to long-term part-time 

workers. The SECURE Act changes the minimum number of hours an individual has to work to be eligible for an 

employer-sponsored retirement plan. Prior to the new law, employers were not required to offer workers who work 

less than 1,000 hours every year (roughly 19 hours a week over 52 weeks) to participate in their sponsored plan. 

However, the SECURE Act lowers this threshold for eligibility to either one full year with 1,000 hours worked or three 

consecutive years of at least 500 hours (roughly 9.5 hours a week over 52 weeks). Part-time workers must be 21 

years old by end of the three-year period to be eligible for the plan. 
 

6. Increase in the maximum contribution rate for participants in auto-enrollment 401(k) plans from 10 percent 

to 15 percent 
 

The new law raises the 10 percent maximum on the contribution rate that employers can set for employees 

participating in auto-enrollment 401(k) plans, which are also called "qualified automatic contribution arrangement" 

(QACA) retirement plans. In a QACA, the employer is responsible for setting a default contribution rate for 

employees who participate in the plan, but employees may elect to change the contribution rate as they see fit. If the 

employee chooses the default option, the contributions automatically increase each year the employee is in the plan. 

Previously, an employer was unable to set a QACA contribution rate exceeding 10 percent for any  year.  The 

SECURE Act raises the 10 percent cap to 15 percent, except in the first year an employee participates in the plan. 

This delay is intended to ease savers into contributing higher amounts to their accounts.  

Continued on page 4 
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7. Qualified distributions from retirement plans for birth or adoption 
 

The SECURE Act provides savers with an option to take an early distribution without penalty from a retirement 

account when they welcome a new child into their lives. Upon the birth or adoption of a new child, the new law 

permits individuals to take a "qualified birth or adoption distribution" of up to $5,000 from an eligible defined 

contribution plan or IRA without having to pay an early withdrawal penalty (typically 10 percent). For married 

couples, each spouse can take $5,000 from their individual accounts. 
 

The qualified withdrawals must be taken within one year from the date a child is born or the date the adoption is 

finalized. Savers have the option to recontribute these funds back into their retirement account later, and such 

contributions will be treated as a rollover and will not be included in taxable income. 
 

8. Qualified distributions from 529 plans for student loan debt 
 

The SECURE Act expands the definition of a tax-free or qualified distribution from a 529 savings plan to include 

repayment of up to $10,000 in qualified student loans and expenses for certain apprenticeship programs. This 

means individuals can now take penalty free withdrawals of up to $10,000 for these expenses. It is important to note 

that the $10,000 limit is a lifetime – not annual – limit, and that the interest on student loan debt paid down by 529 

plan funds cannot be deducted from the individual's income taxes.  
 

Another change that impacts students relates to how grants, fellowship funds, stipends or other money paid to fund 

graduate or post-doctoral study or research is treated for purposes of contributing to retirement plans. The SECURE 

Act treats these funds as compensation so that students may fund an IRA to begin or continue saving for retirement. 

Fiduciary:  A person who holds a legal or ethical 
relationship of  trust with one or more other        
parties (person or group of  persons). Typically, a 
fiduciary prudently takes care of  money or 
other assets for another person.  

PHEW! Talk about information overload!  

That was a lot to take in, but we felt it was            

important to present you with all the facts                 

surrounding The SECURE Act. As your advisors, 

we’re here to help, and we encourage you to call 

the office with your questions or concerns.  

Changes in tax laws may occur at any time and could have substantial impact upon each person’s situation.  While we are 

familiar with the tax provisions of the issues presented herein, as Financial Advisors of RJFS, we are not qualified to render 

advice on tax or legal matters.  You  should discuss tax or legal matters with the appropriate professional. 

https://en.wikipedia.org/wiki/Law
https://en.wikipedia.org/wiki/Trust_(social_sciences)
https://en.wikipedia.org/wiki/Party_(law)
https://en.wikipedia.org/wiki/Asset
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Market Update 

Equity markets experienced a jittery January 

Coming off  the heels of  a strong year, the domestic equity markets took investors on a wild ride in 

January, starting off  relatively strong then running into headwinds in the form of  increasing concern 

about rising geopolitical risks in Iran, as well as the Wuhan coronavirus and its perceived debilitating 

impact on people as well as global markets, explained Raymond James Chief  Investment Officer Larry 

Adam. Although it’s unclear how severe the coronavirus will be, it has already disrupted China’s economy 

as Wuhan is an important link in the electronics and automobile supply chains. This uncertainty likely 

continues to weigh on markets in the short term until fears subside; but with prior epidemics as a guide, 

we believe the market impact will eventually prove transitory, according to Joey Madere, senior portfolio 

strategist, Equity Portfolio & Technical Strategy. 

Market observers are also keeping an eye on the primaries and caucus results. Election years often bring 

increased volatility, and Raymond James Washington Policy Analyst Ed Mills believes this year will be no 

different. However, with the signing of  phase one of  the U.S.-China trade deal, we may see some 

stabilization now that there’s less uncertainty about further tariff  increases. The question remains 

whether both sides can meet their commitments, and what happens if  the European Union becomes the 

next target on the trade agenda. 

Despite some bumps in the road, January continued some of  the momentum from last month and last 

year, as gross domestic product grew at an estimated 2.1% annual rate in the fourth quarter, and we saw 

better-than-expected earnings growth. GDP growth is expected to remain mixed, but generally moderate 

in 2020, according to Chief  Economist Scott Brown. The S&P 500 barely slipped into negative territory 

in January, while the Dow Jones Industrial Average declined 1% and Russell 2000 slid 3.26%. The 

NASDAQ ended up in positive territory, returning almost 2% for the month. 

As always, please reach out to us with any questions you may have about recent market events or how to 

position your long-term financial plan for the months ahead. We look forward to speaking with you.  

Thank you for your trust in us -     

Your Referral is Our Best Compliment! 
     Receive a beautiful Tiffany, & Co                                                          

wine glass for every referral!   

Tammy Mogilski, CLU®, ChFC®, CFP® 
CEO, Legacy Financial Planning                 
Financial Planner, RJFS 

Brian D. Bedford, ChFC®, CASL®, AIF®                            
President, Legacy Financial Planning 
Financial Planner, RJFS 
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2020 Contribution Limit Changes 

2020 Under 50 50 Plus Contribution  
Deadline 

401(k), 403(b), 457 $19,500 $26,000 By 12/31/2020 

SEP IRA $57,000 $57,000 4/15/2021 

Individual 401(k) $57,000 $63,500 Must establish by 

12/31/2020 

IRA’s $6,000 $7,000 4/15/2021 

Maximum Contribution Limits 

Roth IRA Income Limitations 

2020 Full Contribution Partial Contribution No Contribution 

Married Filing Joint Below $196,000 $196,000-206,000 Over $206,000 

Single Below $124,000 $124,000-139,000 Over $139,000 

2019 Full Contribution Partial Contribution No Contribution 

Married Filing Joint Below $193,000 $193,000-203,000 Over $203,000 

Single Below $122,000 $122,000-137,000 Over $137,000 

Traditional IRA Deductibility 

2020 Full Deduction* Partial Deduction No Deduction 

Married Filing Joint Below $104,000 $104,000-124,000 Over $124,000 

Single Below $65,000 $65,000-75,000 Over $75,000 

2019 Full Deduction* Partial Deduction No Deduction 

Married Filing Joint Below $103,000 $103,000-123,000 Over $123,000 

Single Below $64,000 $64,000-74,000 Over $74,000 

*Regardless of income, a full deduction is available if you are not covered by an employer sponsored plan 
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Come Explore the new   
LEGACYFP.COM 

 

We’re excited to announce the launch of our new and improved website! 
We hope you’ll take some time to explore what our new site has to offer.   
 

With you in mind, we’ve made it more interactive, easier to navigate, and 
user-friendly. We’ve added more resources with videos, newsletters,  and 
market updates. We’ve included tools such as calculators and quizzes. 
We’ve made it easier than ever to contact us or sign up for upcoming 
events.  And we’ve added integrated social media buttons for Facebook, 
Twitter, and LinkedIn for an even better experience.   
 

Our goal is to provide visitors with an easy way to learn about                           
Legacy Financial Planning, the services we provide and our comprehensive, 
holistic approach to financial planning.   
 

We encourage you to take a look around. Explore and enjoy!   
 

We’ll be updating and adding content regularly, so check back often.  And 
be sure to share the site with your friends and family!   
 



Investment advisory services offered through Raymond James Financial Services Advisors, Inc.  Legacy Financial Planning and Independent Advisor Group 

are not registered broker/dealers and are independent of Raymond James Financial Services. Securities offered through Raymond James Financial 

Services, Inc. Member FINRA/SIPC.   

Any opinions are those of author and not necessarily those of RJFS or Raymond James.  The information has been obtained from sources considered to be 

reliable, but we do not guarantee that the foregoing material is accurate or complete.  The S&P 500 is an unmanaged index of 500 widely held stocks that is 

generally considered representative of the US stock market.  The Dow Jones Industrial Average (DJIA) is price-weighted average of 30 significant stocks 

traded on the New York Stock Exchange (NYSE) and the NASDAQ.  Inclusion of these indexes is for illustrative purposes only.  Keep in mind that individuals 

cannot invest directly in an index, and the index performance does not include transaction costs or other fees, which will affect actual investment 

performance.  Individual investor’s results will vary.  Past performance does not guarantee future results.   

As with other investments, there are generally fees and expenses associated with participation in a 529 plan.  There is also a risk that these plans may lose 

money or not perform well enough to cover college costs as anticipated.  Most states offer their own 529 programs, which may provide advantages and 

benefits exclusively for their residents.  The tax implications can vary significantly from state to state.  

 

DO’S 
• Do put your phone number on the FTC’s  
National Do Not Call Registry (1-888-382-1222).  It 

won’t stop spam calls, but it will make them easier to 

spot because most legitimate telemarketers won’t call 

you if you’re on the registry. 

• Do consider using a call-blocking mobile app or 

device to screen your calls and weed out spam and 

scams. You can also ask your phone-service provider 

if it offers any blocking tools. 

• Do hang up on illegal robocalls. 

• Do slow down and ask questions of telemarketers. 

Legitimate businesses and charities will answer 

questions and give you time to consider a purchase or 

donation. Scam callers will pressure you to commit 

right away. 

• Do independently research travel deals, charities 

or business and investment opportunities you hear 

about by phone. 

DON’T’S 
• Don’t answer calls from unknown numbers. 

• Don’t return one-ring calls from unknown numbers. 

These may be scams to get you to call hotlines in 

African and Caribbean countries that have U.S.-

style three-digit area codes, and you could incur 

hefty connection and per-minute fees. 

• Don’t follow instructions on a prerecorded message, 

such as “Press 1” to speak to a live operator (it will 

probably lead to a phishing expedition) or press any 

key to get taken off a call list (it will probably lead to 

more robocalls). 

• Don’t give personal or financial data, such as your 

Social Security number or credit card account 

number, to callers you don’t know. If they say they 

have the information and just need you to confirm it, 

that’s a trick. 

• Don’t pay registration or shipping charges to get a 

supposed free product or prize. Such fees are ploys 

to get your payment information. 

• Don’t make payments by gift card, prepaid debit 

card or wire transfer. Fraudsters favor these 

methods because they are hard to trace. 

DON’T BE A VICTIM!   

Do’s and Don’t’s to Avoid Phone Scams 

https://www.donotcall.gov/

