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Disclaimer

Advanced Sales is a marketing unit of American General Life Insurance Company (AGL), a member of 
American International Group, Inc. (AIG). No representation or warranty, express or implied, is made by AGL or 
its affiliates as to the completeness of the information provided. Please keep in mind that American General 
Life Insurance Company, The United States Life Insurance Company in the City of New York and its distributors 
and representatives may not give tax, accounting or legal advice. We, AGL and US Life, are insurance 
companies and we issue and administer insurance products. The information contained in this document is 
general in nature and intended for educational purposes.

Discussions generally are based upon the company's understanding of current tax rules and interpretations. 
Tax laws are subject to legislative modification, and while many such modifications will have only a prospective 
application, it is important to recognize that a change could have retroactive effect as well. Individuals should 
seek the advice of an independent tax advisor or attorney for more complete information concerning their 
particular circumstances and any tax statements made in this material.
Policies issued by: American General Life Insurance Company (AGL) Houston, TX except in New York, where 
issued by The United States Life Insurance Company in the City of New York (US Life). Issuing companies 
AGL and US Life are responsible for financial obligations of insurance products and are members of American 
International Group, Inc. (AIG). Products may not be available in all states and product features may vary by 
state. AGLC200183 ©2019 AIG. All rights reserved.

Presenter
Presentation Notes
This presentation is for educational purposes only. In total, there are 26 provisions in the Secure Act, all revolving around retirement or taxation.  We are going to go over the provisions that you are most likely to run into.  It is important to note that this presentation is not all encompassing.  Consumers should consult their legal and tax advisors before doing any kind of legacy planning.



Legislative History
SECURE Act

• Originally passed by the House in July 2019

Passed the House

• 2 Senators were hold-outs due to some requested 
revisions (that ultimately never happened)

Bill sat in the Senate for months

• Last ditch effort, SECURE was included with the 
2020 Appropriations Bill

Passed in the final hours of 2019
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You may recall that the SECURE Act was originally passed on a bi-partisan basis by the House in July of 2019.  When the Bill reached the Senate, unfortunately, it stalled out because various Senators attempted to change or amend minor provisions.  At the very last minute in 2019, they attached it to the Budget bill and got the bill passed.

It is important to note that several provisions took effect the first of the year.  When the bill was passed over the Summer, there would have been plenty of time to prepare for the new provisions.  Since it was passed by the Senate on December 19th (and signed into law on December 20th) when several people had already left for vacation, there was very little time to plan for the changes and people have been scrambling to sort out these new provisions.





Designed to help Americans save for retirement.  This is how…
SECURE Act

Repealed the Max Age for IRA Contributions 
• The maximum age for Traditional IRA Contributions is no longer 70 ½; 

Contributions can continue indefinitely 

RMD Age Increased to 72
• Required Minimum Distributions are now required at age 72 rather than 70 ½ 

for those who turn 70 ½ on or after January 1, 2020.

“Stretch IRA” Reduced to 10 Years
• If not an eligible designated beneficiary, the Inherited IRA must be depleted within 

10 years (incl. ROTH) for heirs of account holders who pass away starting in 2020
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Real quick…. Lets clarify something before we get started.  When I say IRA today, I mean Individual Retirement Account, not Individual Retirement Annuity.  Need you to be aware of that.  Ok, lets go!

Let’s review the major provisions of the SECURE Act:

First of all, under the old law, contributions were not permitted into Traditional IRAs after age 70.5.  The SECURE Act removed this limitation, and now contributions can continue indefinitely.

The next provision of the SECURE Act is the increase of the age for Required Minimum Distribution or “RMD” from 70 ½ to 72.  This provision only applies to people that reach 70 ½ after January 1, 2020.

Finally, the main point of our discussion today… “Stretch IRA” Reduced to 10 Years – If the beneficiary is not considered an “eligible designated beneficiary,” which we will define shortly, he or she must deplete the inherited IRA within 10 years.  This applies to heirs of account holders who pass away in 2020 or later.  Since this is one of the most significant changes under the SECURE Act, let’s take a few minutes to go into more detail about this provision.





Who may still “stretch” their IRA past 10 years?*
SECURE Act

Eligible Designated Beneficiaries (EDB) - Yes

- Surviving Spouse
- Disabled Individual
- Chronically Ill Individual
- Individuals within 10 years 
of age of the plan owner
- Child of plan owner under 
the age of majority (AOM)

Non-Eligible Designated 
Beneficiaries - No

- Everyone else, includes:
- Children over AOM
- Trusts

* This slide focuses on the death benefit options available for natural persons and agents of natural persons only.
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Ok so now there are 2 types of natural beneficiaries when it comes to inheriting qualified accounts.  Eligible designated beneficiary (EDB) and designted beneficiaries (all other natural persons).  Anyone who falls in the EDB category gets an exemption from the 10-year distribution rule.  Any designated beneficiary not in the EDB category has to maintain the 10 year rule.  

So, eligible designated beneficiaries are:
-the Surviving Spouse
-a Disabled Individual
-a Chronically Ill Individual
-Individuals within 10 years of age of the plan owner
-Child of plan owner under the age of majority (AOM)
++One caveat to this child under AOM rule, as soon as they hit AOM, they go from eligible to non-eligible and the 10 year rule is imposed!

Finally, non-eligible beneficiaries:
Children over AOM…
Trusts….
And everyone else!



How Consumers are Affected
SECURE Act

• Pre-SECURE, Inherited IRAs had required minimum distributions
• “Stretch” = Minimum payments, preserving maximum account balance 

What was a “Stretch IRA”

• Keep income taxes low
• Preserve tax-deferred account growth

Why Stretch?

• 10 years to 100% distribute account
• Guidance needed to determine the most efficient distribution

• Increased Effective Income Tax Rate if everything distributed in year 10

What are the new planning concerns?
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What was a stretch IRA you might ask?
Pre-SECURE Act, inherited IRAs had required minimum distributions.  That means that beneficiaries had to distribute a minimum amount from the account each year.  They could distribute more, of course, but they had to maintain this annual minimum or face STEEP penalties.  The minimums are based on IRS actuarial calculations for life expectancy.  

The idea of stretching simply means to take the minimum distribution each year, leaving the maximum balance in the account to continue growing.  Do this each year and you stretch the account over your entire life expectancy theoretically!

So why did people stretch?  Well, when you take money out of an IRA, you have to pay tax on it!  Stretching allowed you to keep the majority of the funds in the IRA and keep them tax-deferred, preserving the tax-deferred growth capabilities.  If you distributed more than the RMD, you would have to pay tax on the funds depending on how much you actually took out!

Now that stretch is basically gone for non-eligible designated beneficiaries, what are the planning concerns?

Now you only have 10 years to distribute the entire account.  This is going to take some serious guidance and tax planning to ensure beneficiaries distribute the funds efficiently.  

If you wait to take the full amount out in the 10th year, your effective income tax rate is likely to jump to a higher tax bracket.

So, before SECURE Act, I could take the RMD from the IRA (a very low percentage distribution most of the time because the amount is evenly divided over several years).  This would only have a small impact on my tax rate.  In 2020 and after, I only have 10 years to distribute my inherited IRA! So, imagine I take 10% of the IRA out each year… that could bump my rate by 5-6% a year.  A $1,000,000 IRA, distributing 10% a year… that is $100,000 of extra income each year.  Or worse yet, if I wait until year 10 to take out the full amount, my effective tax rate could increase significantly.



Other Benefits for Individuals…
SECURE Act

Penalty Free Withdrawals for Childbirth or Adoption
• Early penalty-free withdrawals up to $5,000 for qualified childbirth or adoption 

expenses

Student Loan Repayments from 529 Plan
• Permits student loan repayments of up to $10,000 per year from 529 accounts.
• Also permits payments for registered apprenticeships from 529 accounts

Reversed Taxation of Benefits
• Revised Tax Cut and Jobs Act provisions that imposed taxation on benefits for 

family members of deceased veterans, students and some Native Americans.
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Here are a few more provisions in the SECURE Act:

IRA Early Withdrawal Penalty Update - Early withdrawals eligible for a penalty exclusion if they are used for qualified childbirth or adoption expenses up to $5,000�
529 Plan Expansion - Qualified higher education expenses are expanded to include certain apprenticeship programs + Student Loan repayment ($10,000 Max)

Reversed Taxation of Benefits – The Tax Cut and Jobs Act imposed taxation on benefits for family members of deceased veterans, students and some Native Americans.  The SECURE Act reversed that taxation.



Changes to help Small Businesses Establish Retirement Plans
SECURE Act

New Option for Small Businesses
• Tax Credits for 401(k) plans offered through Multiple Employer Plans (MEPs)
• Safe Harbor plans that are less expensive and easier to administer

Encourage Holding Annuities in 401(k) plans
• Reduces liability for plan sponsor if the insurer cannot meet its financial 

obligations.
• Plan sponsor is not required to choose the lowest cost option
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The SECURE Act also included some changes to help Small Businesses Establish Retirement Plans.

There are now tax credits available for small businesses who establish 401(k) plans through Multiple Employer Plans or MEPs.  This is exactly what it sounds like.  Several employers will get together with a third party to establish and oversee a Multiple Employer Plan.  There are Safe Harbor rules that make these plans less expensive and easier to administer if you set up the plan following a set of established rules.

Another change is that the SECURE Act made it easier and less risky for a plan sponsor to hold annuities inside 401(k) plans by reducing the plan sponsor’s liability if the insurer cannot meet its financial obligations.  This provision also does not require the selection of the lower cost annuity and recognizes that there may be other important considerations in the selection of the annuity product.



Changes to help Small Businesses Establish Retirement Plans
SECURE Act

Part-time workers can participate in 401(k) plans
• Age 21 or older and either 1,000 hours of service in the current year or 500 hours of 

service annually over the past 3 years

Tax Credits for Employers
• Increased tax credit cap for retirement plan start-up costs from $500 to $5,000
• New $500 Tax Credit for 401(K) or SIMPLE IRA Plans with automatic enrollment.

Increases Cap for “Safe Harbor” Plans
• Makes it easier for small businesses to set up 401(k)s by increasing the cap under 

which they can automatically enroll workers in “safe harbor” retirement plans from 10% 
to 15% of wages.
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The final three business provisions are:

The ability to include part time workers in 401(k) plans

Tax credits to incentivize employers to set up these plans, and

The increase in the contribution cap for automatic enrollment in safe harbor plans.



Questions?
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