
New Law to Expand 10% Penalty Exception for Public Safety Workers 

 On June 29, 2015 President Obama signed two major trade bills into law; the 

Trade Preferences Extension Act of 2015 (TPE Act P.L. 114-27) and the Trade Priorities 

and Accountability Act of 2015 (P.L. 114-26). While a trade bill may be the last place 

you’d expect to find changes to the law affecting retirement accounts, both bills were 

large pieces of legislation. As is often the case, they were saddled with all sorts of 

extraneous items, including a number of tax provisions. Most notably, the Trade 

Priorities and Accountability Act of 2015 included a provision that will affect certain 

distributions from retirement plans beginning in 2016. 

The Trade Priorities and Accountability Act of 2015 included a provision that 

will affect certain distributions from retirement plans beginning in 2016. 

Currently, the law provides an exception to the 10% early distribution penalty for 

withdrawals from company retirement plans for individuals who separate from service 

at age 55 or older. 

Another, less publicized exception, known as the “age 50 exception,” is available 

sooner for some public safety officials. 

Certain public safety officials, such as state and local policemen, firemen and 

EMS workers, who separate from service at age 50 or older, are exempt from the 10% 

early distribution penalty. 

The new law expands the definition of “public safety official.” 

The Trade Priorities and Accountability Act, expanding the term public safety worker 

to include federal law enforcement officers and firefighters. Other federal workers, such 

as certain customs officials, border protection officers and air traffic controllers will also 

qualify to use the exception. 

Example: Phil is a federal law enforcement officer who retires at age 51 in 2015. 

In October 2016, when he is 52, he takes a distribution from his governmental defined 

contribution plan. The distribution will qualify for the age 50 exception under the 

expanded rules and will, therefore, be penalty free, but taxable. Note that if Phil were to 

have taken a distribution in 2015, the distribution would be taxable and subject to the 

10% early distribution 

 This is more proof that you never know where you will find Tax Law Changes 

now days! 

 

This information is not intended to be a substitute for specific individualized tax advice. 

We suggest that you discuss your specific tax issues with a qualified tax advisor. 
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