
The SECURE Act: EFFECTIVE FOR 2020

SECURE Act

GOOD NEWS or BAD NEWS  
for your Retirement Plan?

On Thursday, December 19, the U.S. 
Senate approved a spending bill that 
includes the bipartisan SECURE 
Act. We have been watching this 
legislation for some time, and 
continue to work with our clients 
to help ensure they are utilizing the 
most efficient tax and retirement 
planning strategies.  
 
If you are not a client of our 
practice: This bill includes  some 
significant changes that you should 
be aware of.
 
When thinking about the assets 
you have accumulated in your 
retirement accounts, accumulating 
assets in a tax efficient way is only 
one part of the strategy. The other, 
more complex part, is withdrawing 
those assets while making use of tax 
advantages to minimize your tax 
liability.
 
Your financial advisor has hopefully 
talked with you about how the 
SECURE Act could impact you. 
There are many factors to take 
into consideration when crafting 
a healthy financial plan and it is 
important to have a reliable source 
of objective information and 
guidance.
 
If you would like help 
understanding how this legislation 
could impact your comprehensive 
financial plan we are here to help. 
Please contact Shelli Mosher, 
Business Development Manager, 
at 605-357-8553 or shelli.mosher@
cornerstonefinancialsolutions.com 
to schedule a complimentary,  
no-obligation appointment with 
one of our advisors.

OLD LAW: IRA contributions could not be made for the year an IRA owner turned age 70 
½ or later years (Roth IRAs have no such age restrictions). 

NEW LAW: SECURE Act eliminates the age limit.
What could this mean for you?
•  If your income was too high to qualify for a Roth IRA contribution, there  
 may be a new opportunity for a back-door Roth IRA.

• Options for spousal back-door Roth IRAs (for a non-working spouse) for spouses  
 who are over age 70 ½ - May double the IRA contribution for the couple.
 Note: While the age limit for making traditional IRA contributions is eliminated, earned income is still required  
 to make a regular or spousal IRA contribution.

• QCDs can be restricted in years an IRA deduction is claimed: Any exclusion of income  
 from doing a QCD could be reduced by the amount of a post-70 ½ IRA deduction  
 taken for an IRA contribution. It appears that IRA contributions after 70 ½ cannot be  
 used in the future for a QCD in the same year as the contribution was made.
 Note: The QCD age does not change, so QCDs can be done at age 70 ½ as before even though no  
 RMDs will not be required until age 72.

Eliminates the Age Limit for Making 
Traditional IRA Contributions

Increases the RMD age to 72

OLD LAW: RMDs began for the year plan participants and IRA owners turned 70 ½.

NEW LAW: SECURE Act raises the age for RMDs to begin at 72 
for all retirement accounts subject to RMDs. Roth IRAs have no 
lifetime RMDs.
Note: If you turned 70 ½ in 2019 you are still required to take an RMD in 2020.

What could this mean for you?
•  More time to do Roth conversions before RMDs begin (once begun, those RMDs  
 cannot be converted).

• More time to remove taxable IRA funds using lower tax brackets to reduce future 
 RMDs, possibly leveraging those funds into life insurance for beneficiaries.

• Life Insurance will be a more tax-efficient asset to pass to beneficiaries (since the  
 long-term stretch IRA is eliminated for most non-spouse beneficiaries).

•  Spouses who inherit an IRA can delay RMDs a little longer:
  •  If the spouse does a spousal rollover, that spouse can also delay RMDs until  
   age 72.
  •  If the spouse elects to remain a beneficiary (maybe because she is under age  
   59 ½ and wants to avoid the 10% penalty on early withdrawals), that spouse  
   could delay RMDs until the deceased spouse would have reached age 72, had  
   he lived (instead of age 70 ½ under the old rule).
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Who could benefit most from raising the RMD  
age to 72? Those who don’t need to withdraw the funds. 
Combining the proposed changes in the RMD life expectancy 
tables beginning in 2021 and delaying the RMD age will allow 
those who don’t need the funds to keep them growing tax-
deferred in their retirement account a little longer.

OLD LAW: Fellowship and stipend payments received by 
graduate students do not count as compensation for IRA 
contributions.

NEW LAW: SECURE Act allows taxable non-
tuition fellowship and stipend payments 
for graduate or postdoctoral study to count 
as compensation for contributing to a 
traditional or Roth IRA.

Allows Penalty-Free Withdrawals 
for Birth or Adoption. Limited to 
$5,000 per lifetime – not per year.

OLD LAW: No 10% early distribution penalty exception for 
birth or adoption.

NEW LAW: SECURE Act adds a new 10% 
penalty exception for birth or adoption, but 
the distribution is still subject to tax.
•  Limited to $5,000 lifetime – not per year.
•  Applies to all contributory retirement plans (not defined 
 benefit plans).
•  The exception applies to any distribution from the  
 retirement account within one year from the date of birth  
 or legal adoption.
•  Applies only to children under age 18, or physically or  
 mentally disabled and incapable of self-support.

Repayments allowed:
The birth or adoption distribution amount can be repaid at any 
future time (re-contributed back to any retirement account)
The repayment will be treated as an eligible rollover 
distribution made as a direct trustee-to-trustee transfer, but 
not subject to withholding.
Remember: Even if the withdrawal is penalty free, it is still taxable, which will 
lessen the amount that can be spent.

Allows Taxable Non-Tuition 
Fellowship and Stipend 
Payments to be Treated as 
Compensation to Qualify for an 
IRA (or Roth IRA) Contribution

OLD LAW: Plans have been allowed to offer income annuities 
to their participants but often did not due to worries about 
liability if guaranteed payments were not received or for other 
problems related to the annuity.

NEW LAW: Provides a safe harbor for 
employer liability protection for offering 
annuities. Any problems that employees have 
will have to be taken up with the insurance 
company. The employer is required to do its 
due diligence as a fiduciary when selecting the 
insurance company and the annuity option. 
The employer is not required to select the 
lowest cost contract.
What could this mean for you?
This may result in annuities being marketed more heavily 
through employer plans. But employees should not leave 
it to the employer to determine the type and quality of the 
annuity contract. This is a long-term investment - Financial 
Advisors rather than employer reps should be the ones helping 
employees select the right income annuity based on their own 
situation.

If you are eligible to roll the company plan funds over to an 
IRA, you might be better served by moving the funds and 
working with your financial advisor to select the product that 
is best for your retirement income needs. The IRA funds will 
allow advisors to provide more customized product choices as 
opposed to being confined to employer choices that may not 
be best for you.

Provides Employer Liability 
Protection for Annuities in Plans

Eliminates the “Stretch IRA”

OLD LAW: Stretch IRA was available for all designated 
beneficiaries – individuals named on the IRA or plan 
beneficiary forms - and qualifying trusts.

NEW LAW: Stretch IRA is eliminated - replaced 
with a 10-year payout for all beneficiaries 
except for the 5 classes of “Eligible Designated 
Beneficiaries”. (see definitions below):

 1. Surviving Spouse
 2. Minor children
 3. Disabled individuals
 4. Chronically ill
 5. Beneficiary not more than 10 years younger than the  
  IRA owner (or plan employee)

What could this mean for you? 
If you have named a trust as your IRA beneficiary you will need 
to immediately review and probably revise the trust - or scrap 
it altogether.
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Trusteed IRAs are Conduit Trusts and 
Will No Longer Work 
Discretionary Trusts (accumulation trusts) will still work but 
at a potentially heavy tax cost.

• Trustee can spread payouts to the trust (or trust  
 beneficiaries) over the 10 years.
•  After 10 years, someone will pay the tax on the entire  
 IRA balance, either:

The trust has high trust tax rates if the funds are held to be 
protected or the individual beneficiaries at their own rates – 
but then the funds are no longer protected in trust.

Roth IRAs will work better - No trust tax when the funds go 
to the trust or to the trust beneficiaries.

Individual Beneficiaries – Not in trust. The entire inherited 
IRA balance will have to be paid out to the beneficiaries after 
the 10 years, but they could take voluntary distributions over 
the 10 years to smooth out the income. 

5 Classes of “Eligible Designated Beneficiaries”:

1. Surviving Spouse - An older spouse beneficiary can have 
a longer time to retain IRA funds than a child who would 
generally be subject to the 10-year payout after death. A 
spouse beneficiary can still do a spousal rollover.

2. Minor Children (but not grandchildren) up to majority (in 
most states is age 18).
 • Minor children means up to the age of majority,  
  except if that child is still in school up to age 26.
 • No age limit if the child is disabled.
 • The longer the child stays in school, the longer before  
  the 10-year rule begins (but only up to age 26, unless  
  disabled).
 • This provision could extend the stretch IRA for a few  
  years for an IRA owner whose child goes on to grad  
  school, or any school. The law states only that it has to 
  be a “specified course of education”.

3. Disabled Individuals
 •  Subject to the strict IRS standard of Tax Code Section  
  72(m)(7): “Meaning of Disabled -For purposes of this section, an  
  individual shall be considered to be disabled if he is unable to engage in  
  any substantial gainful activity by reason of any medically determinable  
  physical or mental impairment which can be expected to result in death or  
  to be of long-continued and indefinite duration. An individual shall not be 
  considered to be disabled unless he furnishes proof of the existence 
  thereof in such form and manner as the Secretary may require.”

 • You cannot be able to work for a long or indefinite  
  period and you must be able to prove it.

4. Chronically Ill
 • Under the SECURE Act, a chronically ill individual is  
  based on the definition under Tax Code Section  
  7702B(c)(2), under the tax rules for defining Long- 
  Term Care  Services under Long-Term Care Insurance  
  Policies.
 • Spousal rollovers more valuable for tax deferral.
 • Surviving spouses are exempt from the 10-year payout.

New post-death IRA rules effective for deaths after 2019. For 
deaths in 2019 or prior years, the current rules would remain in 
place. The result is two different sets of rules for beneficiaries, 
depending on when the account owner died.
 • The beneficiary who inherits from someone who died  
  prior to 2020 is also an eligible designated beneficiary  
  (exempt from the 10-year rule) and gets the stretch IRA  
  the same as under the Old Law.
 •  If the beneficiary dies after 2019, then the successor  
  beneficiary (the original beneficiary’s beneficiary) is  
  subject to the 10-year rule. The successor beneficiary  
  would not get to continue any remaining life expectancy  
  of the original beneficiary.

What could this mean?
No Annual RMDs
 •  The IRA must be distributed by December 31 of the  
   tenth year following the year of death.
 •  The only RMD on an inherited IRA would be the balance 
  at the end of the 10 years after death.
 •  That entire amount would be the RMD.

IRA Trust Benefit - Under the old law, when an IRA was left 
to a trust, and the trust qualified as a “see-through” trust, the 
inherited IRA funds could be stretched over the oldest trust 
beneficiary’s lifetime, leaving the lion’s share of the inherited 
IRA funds protected in trust - possibly for decades.

Conduit Trusts - Pay out only RMDs to trust beneficiaries over 
lifetime and taxes are paid by the individual beneficiaries at their 
own personal tax rates.
 •  Will no longer work under the new rules because there  
  would no longer be annual RMDs. The only RMD would  
  be at the end of the 10 years – 100% RMD at that point.  
  All inherited IRA funds would be released to the  
  beneficiaries, nullifying any further trust protection –  
  exactly the opposite of what those with large IRAs wanted.
 •  Would have to be changed to discretionary trusts to  
  allow distributions within the 10 years to smooth  
  out the tax bill, or be held within the trust for long- 
  term protection

Discretionary Trusts - Trustee has the power (discretion) to pay 
out funds to the trust beneficiaries or hold and protect the funds 
(accumulate the funds) in the trust.

Funds held in the trust would be taxed at high trust tax rates. 

The 2020 Trust Tax Rates are:

$0 - $2,600 10%

$2,601 - $9,450

$9,451 - $12,950

Over $12,950

24%

35%

37%
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5. Beneficiary not more than 10 years younger than the IRA 
owner (or plan employee) - Beneficiaries who are close in age to 
the IRA owner, for example siblings, can still get the stretch.



An essential part of maintaining your overall financial 
health is working to keep your tax liability to a 
minimum, and determining the most efficient way to 
either withdraw or pass accumulated wealth to your 
beneficiaries involves careful planning.

Each of your beneficiaries should maximize their lower tax 
brackets each year within the 10 years. These low brackets are 
freebies each year. If they are not used, they are lost forever.

Beneficiary Tax Bracket Multiplier strategy 

The number of beneficiaries multiplies the benefit of the lower 
brackets.

Example: 3 beneficiaries can spread a large IRA over 30 tax returns 
over the 10 years, all maximizing the lower brackets. 

There is still no long-term stretch IRA beyond the 10 years. 

The inherited IRA funds will be paid out and not protected.

Re-Evaluate Your Beneficiaries

Surviving spouses are exempt from the 10-year payout. 

Other than possibly a trust for a spouse’s benefit, trusts may 
be a poor IRA beneficiary. The IRS would have to provide 
regulations on how these IRA trusts would work under the new 
rules, which would take time and add to the uncertainty of how 
IRA trusts would work when they are solely for the benefit of 
the spouse.

Example: A 75- year old spouse beneficiary can actually have a 
longer payout than a 25-year old child or grandchild who would 
be stuck with the 10-year payout. And, when the surviving 
spouse dies the 10-year payout kicks in for children or any 
beneficiary, other than the exception group.

WHAT YOU CAN DO

Maximize Low Tax Brackets 
Using Lifetime Strategies

Use traditional IRA funds to pay heavy medical expenses (nursing 
homes, medical home improvements, etc.) partially offsetting the 
tax on the IRA withdrawals.

Draw down IRA funds to soak up business losses.

QCDs – Qualified Charitable Distributions  
 • Only available to IRA owners or beneficiaries who are age  
  70 ½ or older  
 • Allows the exclusion of income 
 • Can offset RMD income 
 • Reduces the IRA balance without the tax, leaving less of a tax  
  problem for beneficiaries under the 10-year payout 
 • Uses up IRAs at no tax through giving to charity via QCDs  
  where the entire QCD amount can be excluded from income.

Maximize Low Tax 
Brackets After Death

No lifetime RMDs.

Eliminates the trust tax problem after death because the 
tax is paid upfront. 

Tax-free retirement income for spouse.

The inherited funds can remain protected in trust even 
after the 10 years even though the inherited Roth funds 
still must all be paid out to the trust after the 10 years. 

Eliminates accelerated income tax to beneficiaries after the 
10 years.

You should work with your advisor to consider if paying 
the tax is worth it if the Roth can only last for 10 
years after death. The answer may depend on who the 
beneficiaries are and what tax rate they will eventually pay.  

Also consider the lifetime tax rate while taking RMDs if 
conversions are not done. 

Spousal rollovers can add to tax-free accumulation, and 
continue to be exempt from lifetime RMDs (surviving 
spouses are exempt from the 10-year limit).

For larger estates that might be subject to federal or state 
estate tax the tax paid on conversion reduces the estate 
and the eventual income tax paid by the beneficiary.

With recharacterizations eliminated, working with an 
advisor who is knowledgeable and has the most up-to-date 
IRA expertise is more important than ever to avoid costly 
and irreversible mistakes!

Roth Conversions

Life Insurance

Benefits for large IRAs

Offer larger inheritances and more post-death control.

More tax-efficient for beneficiaries, as it will be income tax-
free to beneficiaries, except for annual investment income. 
And, it can also be estate tax free if set up outside of the 
estate.

Simplicity
 • No RMDs.
 • No complex tax rules.
 •  No rigid stretch IRA trust provisions.
 •  No IRA custodian issues.
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 •  No trust tax on the life insurance proceeds paid to  
  the trust (earnings on the proceeds though will be  
  taxable).
 •  Life insurance trust can be customized to simulate  
  the stretch IRA over any payout period desired.
 •  Trustee can have the power to keep the funds  
  protected in trust without having to incur a trust tax  
  (other than on annual earnings), OR the trustee can  
  invade the trust for beneficiaries.

Second-to-die policies can work well since the 
surviving spouse can do a spousal rollover and continue 
the tax deferral for life.

LTC – Long Term Care Riders can protect other assets.

Leveraged wealth transfer - More funds will go to the 
eventual beneficiaries, and with less tax, than if the IRA 
was left directly to the beneficiaries or to an IRA trust.

Life Insurance / IRA Strategy - Reduces current income 
tax by eliminating RMDs on IRA funds withdrawn
 • Pay down IRA during your lifetime – pay tax at  
  current low rates over a number of years.
 • Invest the after-tax funds in life insurance.
 • If a trust is needed, the life insurance can be paid to  
  an insurance trust.

Downside – It’s only for funds specifically earmarked for 
beneficiaries. This is a long-term strategy that must be 
committed to.

Limited Lifetime Access - Assumes the IRA funds will 
not be needed during your lifetime so other, non-IRA 
funds, will need to be available for lifetime use.

Tax-free to CRT – no income tax on the transfer to the 
CRT.

Estate tax deduction based on time period.

Cautions:

The funds go to the charity after the beneficiary dies.

If the beneficiary is in poor health, the funds may go to the 
charity earlier than planned.

 • There is no payout to a successor beneficiary, but  
  those funds can be replaced tax-free with life  
  insurance on the beneficiary.

The longer the beneficiary lives and receives payments 
from the CRT, the greater the CRT benefit.

No lifetime access for lump-sum payouts

Beneficiaries won’t have access to lump-sums, even for 
emergencies, only annual distributions.

CRTs have ongoing trust administration costs – only 
worth it for large IRAs.

CRT Taxation.

Charitable Trusts (CRTs) and 
direct charitable beneficiaries
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CRT distributions will be taxable to the beneficiaries 
beginning as ordinary income.

CRT payouts are subject to Tier ordering rules under IRC 
Section 664(b).

“Character of Distributions”:
 1. Ordinary income
 2. Capital gains
 3. Tax-exempt
 4. Tax-free- return of principal

Additional charitable option: Leave IRAs  
directly to charity.

 • Leave IRAs directly to charity without a CRT  
  (much simpler).

 • Leaving more step-up in basis assets (non-IRAs) to  
  beneficiaries.

No income or estate tax.

This leaves more non-IRA assets to beneficiaries.

Tax Extenders Bill - Change in the Medical Expense Deduction 
Limitation.
 • For 2019 and 2020, the limitation goes back to 7.5% 
  of AGI. It was scheduled to be 10% for 2019 and future  
  years, but that has now been rolled back for these 2  
  years.
 • The Tax Extenders bill also provides retirement  
  account related tax relief to victims in federally  
  declared disaster areas in 2018 and 2019. These  
  provisions mirror those seen in previous disaster relief  
  legislation.

DO YOU KNOW SOMEONE WHO 
COULD BENEFIT FROM OUR 
SERVICES?

Many of our best relationships have come 
from introductions. 
We would be honored if you would:

3 Add a name to our mailing list

3 Bring a guest to a workshop

3 Invite someone to come in for a  
 complimentary no-obligation financial  
 review

Please contact Shelli at 605-357-8553 or  
shelli.mosher@cornerstonefinancialsolutions.com



FORECAST 2020
Learn more about the SECURE Act and economic outlook at our education event:

Tuesday, February 4 at 6pm
THE COUNTRY CLUB

3400 W 22nd St, Sioux Falls

To RSVP call 605-357-8553 in Sioux Falls or 605-352-9490 in Huron, 
or email gita.hendricks@cornerstonefinancialsolutions.com

A YEAR OF DRASTIC CHANGE FOR 
RETIREMENT PLANNING?

Thursday, February 6 at 6pm
CROSSROADS HOTEL AND EVENT CENTER

100 4th St SW, Huron

Gordon Wollman, Founder and President of Cornerstone Financial Solutions, and Raymond James Wealth 
Advisor, is a member of Ed Slott’s Elite IRA Advisor GroupTM. After attending an in-depth technical 
training on advanced retirement account planning strategies and estate planning techniques, members 
train with Ed Slott and his team of IRA Experts on a continuous basis. Semiannual workshops analyzing 
the most recent tax law changes, case studies, private letter rulings, Congressional action and Supreme Court 
rulings help keep attendees on the cutting-edge of retirement, tax law and IRA distribution planning. Through his 
membership, Gordon is immediately notified of changes to the tax code and updates on retirement planning, 
and he has 24/7 access to Ed Slott and Company LLC to confer with on complex cases, all to help you avoid 
unnecessary taxes and fees on your retirement dollars.

Raymond James is not affiliated with and does not endorse the opinions or services of ED Slott, Ed Slott and Company, LLC, IRA Help, LLC, or Ed Slott’s Master Elite IRA Advisor Group. Links are provided for information 
purposes only. Members of Ed Slott’s Elite IRA Advisor GroupSM train with Ed Slott and his team of IRA Experts on a continuous basis. These advisors passed a background check, complete requisite training, attend semiannual 
workshops, webinars, and complete mandatory exams. They are immediately notified of changes to the tax code and updates on retirement planning, so you can avoid unnecessary taxes and fees on your retirement dollars. 
Additionally, members have 24/7 access to Ed Slott and Company LLC to confer with on complex cases.

Securities offered through Raymond James Financial Services, Inc. Member FINRA/SIPC. Investment advisory services are offered through Raymond James Financial Services Advisors, Inc. Cornerstone Financial Solutions, Inc. is 
not a registered broker/dealer and is independent of Raymond James Financial Services. Raymond James does not provide tax or legal services. This information is not intended to be a substitute for specific individualized tax, 
legal, estate, or investment planning advice as individual situations will vary. Please discuss these matters with the appropriate professional. Opinions expressed are those of the author and are not necessarily those of Raymond 
James. All opinions are as of this date and are subject to change without notice. This information has been obtained from sources considered to be reliable, but Raymond James Financial Services, Inc. does not guarantee that 
these statements, opinions or forecasts provided herein will prove to be correct. Investing involves risk and you may incur a profit or loss regardless of strategy selected. This information is not a complete summary or statement 
of all available data necessary for making an investment decision and does not constitute a recommendation. Past performance is no guarantee of future results. RMD’s are generally subject to federal income tax and may be 
subject to state taxes. The Roth IRA offers tax deferral on any earnings in the account. Withdrawals from the account may be tax free, as long as they are considered qualified. Limitations and restrictions may apply. Withdrawals 
prior to age 59 ½ may result in a 10% IRS penalty tax. Future tax laws can change at any time and may impact the benefits of Roth IR.As. Their tax treatment may change. Roth IRA account owners should consider the potential 
tax ramifications, age and contribution limits in regard to funding a Roth IRA. Traditional IRA account owners should consider the tax ramifications, age and income restrictions in regard to executing a conversion from a 
Traditional IRA to a Roth IRA. The converted amount is generally subject to income taxation. The cost and availability of life insurance and Long Term Care insurance depend on factors such as age, health and the type and 
amount of insurance purchased. As with most financial decisions, there are expenses associated with the purchase of life insurance and Long Term Care insurance. Life Insurance Policies commonly have mortality and expense 
charges. In addition if a policy is surrendered prematurely, there may be surrender changes and income tax implications. Guarantees are based on the claims paying ability of the insurance company. Links are being provided for 
information purposes only. Copyright © 2019, IRA Help, LLC. Reprinted with permission. IRA Help, LLC takes no responsibility for the current accuracy of this information.
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“99% of advisors are not aware of the latest tax and IRA distribution rules, that is why it is so important for financial 
professionals to receive on-going education and for consumers to work with a well-informed advisors,” says Slott.*

SIOUX FALLS 224 N Phillips Ave, Suite 200, Sioux Falls, SD 57104 • HURON 280 Dakota Ave South, Huron, SD 57350
TOLL-FREE 877.352.9490 • cornerstonefinancialsolutions.com

MARK YOUR
CALENDARS

January 20 Cornerstone offices and the markets closed for Martin Luther King Jr. Day
February 14  Cornerstone offices closed for Team Quarterly Meeting
February 17  Cornerstone offices and the markets closed for President’s Day
April 19  Cornerstone offices and the markets closed for Good Friday 


