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Congress recently enacted two important Acts regarding the use of retirement plans.  On 
December 30, 2019 it enacted the Setting Every Community Up for Retirement Enhancement 
(SECURE) Act and on March 27, 2020 it followed with the Coronavirus Aid, Relief, and 
Economic Security (CARES) Act.  These two laws provide important rule changes and relief for 
retirement and tax savings. 

There is some improved flexibility regarding distributions from retirement plans as well as 
opportunities for earlier access to the funds.  Required Minimum Distributions (RMD) are 
suspended for 2020.  You may be able to send it back if you have already received one.  The IRS 
is working on guidance for those who received them, and more than 60 days have passed.  
Contributions to plans will be allowed now beyond the previous age 701/2.  Additionally, long-
term part time workers will be allowed to continue their plan participation.  Under prior law 
participants had to work a minimum of 1,000 ours to be eligible for employer plans.  The new 
requirement is 500 hours during three consecutive years.   

There will also be greater flexibility for small business plans.  Starting in 2021 multi-employer 
plans will be allowed.  This could reduce the administrative burden and cost of plans for smaller 
businesses.  In addition, small business owners may be eligible for a $5,000 credit to start a plan.  
They must have fewer than 100 employees and can use a SEP, SIMPLE, 401(k) or profit-sharing 
plan.  The credit is $250 per non-highly compensated employee.  There is an additional credit of 
$500 if they set up auto-enrollment.  Employer based plans will now also be able to offer more 
lifetime income strategies.   

Early access to retirement funds has also been provided.  Account owners can now draw up to 
$5,000 penalty free within one year of the birth or adoption of a child as a “qualified birth or 
adoption distribution”.  This amount is per parent, so if both parents have accounts, it could be 
$10,000.  There is also a provision to allow parents to withdraw up to $10,000 from a 529 
College Savings Plan to repay student loans.     

Required Minimum Distributions (RMD’s) from retirement accounts are now put off until age 72 
instead of 70 ½. It is important to get this part right because of the high penalties if you misstep.  
Individuals who reached 70 ½ prior to the end of 2019 have already hit the RMD start date and 
must continue under the old rules.  Here is a recap: 

 If you were born before 7/1/48 you would continue your annual RMD’s as before, 
 If you were born between 7/1/48 and 6/30/49, you turned 70 ½ in 2019 and must take the 

first RMD by 4/1/20 and the second one by 12/31/20,  
 If you were born 7/1/49 or later, you must take your first distribution by April 1st of the 

year you turn 72 and the second one by the end of that year.   

Congress made some changes in order to pay for these more relaxed rules.  The old “stretch” 
IRA rules have been eliminated for most IRA beneficiaries.  This means that most beneficiaries 
will not be able to take distributions over their own life expectancy.  The 12-year-old grandchild 
will no longer be able to take payments over 70 or more years, which was a great wealth 



preservation technique.  There is an exception to this rule is for surviving spouses, minor 
children, and disabled beneficiaries.   

Another important point is how these new rules affect Conduit Trusts as beneficiaries.  These 
trusts were designed and used to provide for both the stretch of the beneficiaries' payments and 
creditor protection for the heirs.  The trust provisions only allowed access to the account each 
year for the RMD to trust beneficiaries.  Since the new law has only one RMD which is in year 
ten, the trust language could lock up access to the account for a decade and then require it all to 
be distributed in one year.  These types of trusts need to be reviewed by a qualified estate 
attorney.   

One more set of provisions is not directly about retirement plans but will affect some retirees.  
The CARES Act included a couple of things that could be helpful to taxpayers and charities for 
2020.  There will be an above the line deduction for up to $300 for taxpayers who do not 
itemized deductions.  Additionally, the limit on the percentage of Adjusted Gross Income 
allowed for charitable donations is increased from 60% to 100%.   
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