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From Anna’s Desk: Secure Act Brings Bevy of Changes

The holiday season brought a
multitude of changes to retirement
planning, with President Trump
signing the Setting Every Community
Up for Retirement Enhancement Act
into law in December. Here are some
of the most notable ways the Secure
Act affects retirement savings.

(Unless noted, all changes apply starting in 2020.)
� RMDs begin at age 72. Required minimum distributions
(RMDs) from 401(k) plans and traditional IRAs are a thorn
in the side of many retirees. RMDs generally had to begin in
the year you turned 70½. The Secure Act pushes the age that
triggers RMDs from 70½ to 72, which means you can let your
retirement funds grow an extra 1½ years before tapping into
them. That can result in a significant boost to overall
retirement savings for many seniors. The new rules apply to
those who turn 70½ in 2020 or later. If you turned 70½ in
2019, you still have to take your first RMD by April 1, 2020,
and your second by year-end 2020.
� No IRA age cap. With many people working and living
longer, having a cap on IRA contributions was a hindrance for
older workers. The Secure Act repeals the rule that prohibited
contributions to a traditional IRA by taxpayers age 70½ and
older. Now you can continue to put away money in a traditional
IRA if you work into your seventies and beyond.

As before, there are no age-based restrictions on contributions
to a Roth IRA. Workers 50 and older can contribute a combined
total of $7,000 to a traditional and a Roth IRA for 2020.
� ‘Stretch’ IRA eliminated. Now for some bad news, The
Secure Act eliminates the rules that allow nonspouse IRA
beneficiaries to “stretch” required minimum distributions
from inherited accounts over their own lifetimes. Instead, all
funds from an inherited IRA generally must now be
distributed to nonspouse beneficiaries within 10 years of the
IRA owner’s death. (The rule applies to inherited funds in a
401(k) account or other defined contribution plan, too.) 

There are some exceptions to the general rule: Distributions
over the life expectancy of a nonspouse beneficiary are
allowed if the beneficiary is a minor, disabled, chronically ill
or not more than 10 years younger than the deceased IRA
owner. For minors, the exception only applies until the child
reaches the age of majority. At that point, the 10-year rule
kicks in.

If the beneficiary is the IRA owner’s spouse, RMDs are still
delayed until the end of the year that the deceased IRA
owner would have reached age 72 (age 70½ before the new
law). And a surviving spouse still has the option to take the
money as his or her own.

If you banked on having your heirs stretch the IRAs they
were to inherit, it’s time to overhaul your estate plans. Some
strategies to consider: doing Roth IRA conversions so your
heirs will inherit tax-free income instead of taxable income
from a traditional IRA, drawing down your IRA for living
expenses and bequeathing other assets to heirs, and using

RMDs to buy life insurance with heirs as beneficiaries for
the income-tax-free death proceeds. Contact an estate
planning lawyer to redo any trusts that incorporated the
stretch strategy. We’ll look at alternate strategies to the
stretch IRA in depth in an upcoming review.
� 401(k)s for part-time employees. Part-time workers need
to save for retirement too. However, employees who haven’t
worked at least 1,000 hours during the year typically aren’t
allowed to participate in their employer’s 401(k) plan. That’s
about to change. Starting in 2021, the new law guarantees 401(k)
plan eligibility for employees who worked at least 500 hours per
year for at least three consecutive years. The part-timer must
also be 21 years old by the end of the three-year period. The new
rule doesn’t apply to collectively bargained employees.
� Annuity information and options expanded. Knowing
how much you have in your 401(k) account is one thing.
Knowing how long the money is going to last is another.
Currently, 401(k) plan statements provide an account
balance, but that really doesn’t tell you how much money you
can expect to receive each month once you retire. 

To help savers gain a better understanding of what their
monthly income might look like when they stop working, the
Secure Act requires 401(k) plan administrators to provide
annual “lifetime income disclosure statements” to plan
participants. These statements will show how much money
you could get each month if your total 401(k) account balance
were used to purchase an annuity. (The estimated monthly
payment amounts will be for illustrative purposes only.)

The new disclosure statements aren’t required until one year
after the IRS issues interim final rules, creates a model
disclosure statement or releases assumptions that plan
administrators can use to convert account balances into
annuity equivalents, whichever is latest.

Speaking of annuities, the new retirement law also makes it
easier for 401(k) plan sponsors to offer annuities and other
“lifetime income” options to plan participants by taking away
some of the associated legal risks. These annuities are now
portable, too. So, for example, if you leave your job you can roll
over the 401(k) annuity you had with your former employer to
another 401(k) or IRA and avoid surrender charges and fees.
� Auto-enrollment 401(k) plans enhanced. More companies
are automatically enrolling eligible employees into their 401(k)
plans. Workers can always opt out of the plan if they choose, but
most don’t. Automatic enrollment boosts overall participation in
employer-sponsored plans and encourages workers to start
saving for retirement as soon as they are eligible.

The employer sets a default contribution rate for employees
participating in an auto-enrollment 401(k) plan. The employee
can, however, choose to contribute at a different rate. For a
common type of plan known as a “qualified automatic
contribution arrangement” (QACA), the employee’s default
contribution rate starts at 3% of his or her annual pay and
gradually increases to 6% with each year that the employee
stays in the plan. Under previous law, an employer couldn’t
set a QACA contribution rate exceeding 10% for any year.

(continued on page 3)
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Nuclear Energy

Nuclear remains a crucial source of power for many
Americans, generating around 20% of U.S. electricity more
than wind and hydro combined. But nuclear power plants are
struggling to compete in a world awash in cheap natural gas.
Seven nuclear power plants have closed since 2013. 

New projects face numerous obstacles, from regulation to
cost. Only one new power plant has been completed in the
last 20 years. Two others have received the go-ahead from
federal regulators, only to endure construction delays and
bleed red ink. 

And global competition is fierce. Rosatom, Russia’s state-
owned nuclear company leads the way, immune from the
financial woes facing U.S. firms such as Westinghouse, which
went bankrupt in 2017. 

China is also on the rise and aims to sell a third of global
nuclear exports by 2030. On the plus side, smaller reactors
can make nuclear power affordable and improve safety.
NuScale is working on 60-megawatt reactors that can be
combined into a utility-scale power facility. The company is
working with the Dept. of Energy and a Utah electric utility
to construct such a facility by the mid-2020s. By comparison,
most conventional nuclear reactors in operation in the U.S.
today are over 1,000 megawatts. 

Congress has passed legislation supporting nuclear
development and streamlining regulation. At least five states
— Connecticut, Illinois, New Jersey, New York  and Ohio,
are offering financial support to nuclear plants that would
otherwise be slated for retirement and dismantling.
Advocates also hope more states follow the lead of New
Mexico and Washington by giving credit to nuclear as a
source of clean energy and making it eligible for tax
incentives. 

Nuclear is slowly improving it’s public image, tarnished by a
series of accidents in recent decades, most recently
Fukushima in 2011. Americans are roughly split on nuclear
power today, an improvement from 2016, when a majority
opposed it. 

And a potential solution for a perennial problem: Nuclear
waste storage. Federal regulators are currently considering
a proposal for two storage facilities in the Permian Basin of
New Mexico and Texas. Power plants have been handling the
waste on their own in recent years after plans for permanent
storage in Nevada stalled.

Only time will tell whether a nuclear renaissance is in the
cards.  It takes years to develop and deploy new nuclear
technology, and see its true potential.

Source: The Kiplinger Letter

The Secure Act pushes the 10% cap on QACA automatic
contributions up to 15%, except for a worker’s first year of
participation. By delaying the increase until the second year
of participation, lawmakers hope to avoid having large
numbers of employees opt out of these 401(k) plans because
their initial contribution rates are too high. Overall, the
change allows companies offering QACAs to put more money
into their workers’ retirement accounts while keeping the
potential shock of higher initial contribution rates in check.
� Small businesses retirement plans. The Secure Act has
three provisions designed to help more small businesses
offer retirement plans for their employees.

First, the new law increases the tax credit available for 50%
of a small business’s retirement plan start-up costs. Before
the Secure Act, the credit was limited to $500 per year.
However, the maximum credit amount is now up to $5,000.

Second, a brand new $500 tax credit is created for a small
business’s start-up costs for new 401(k) plans and Simple
IRA plans that include automatic enrollment. The credit is
available for three years and is in addition to the existing
credit described above. The credit is also available to small
businesses that convert an existing retirement plan to an
auto-enrollment plan.

Third, the Secure Act makes it easier for small businesses
to join together to provide retirement plans for their
employees. Starting in 2021, the new law allows completely
unrelated employers to participate in a multiple-employer
plan and have a “pooled plan provider” administer it. This
provision allows unrelated small businesses to leverage
economies of scale not otherwise available to them, which
typically results in lower administrative costs.
� Credit-card access to 401(k) loans prohibited. There are
plenty of potential drawbacks to borrowing from retirement
funds, but generally, you can borrow as much as 50% of your
401(k) account balance, up to $50,000. 

Some 401(k) plans allow employees to access plan loans by
using credit or debit cards. However, the Secure Act puts a
stop to this. The new law flatly prohibits 401(k) loans
provided through a credit card, debit card or similar
arrangement. This change is designed to prevent easy access
to retirement funds to pay for routine or small purchases.
Over time, that could result in a total loan balance the
account holder can’t repay.
� Student loan payback from 529s. Contributing to a 529
plan to help pay a grandchild’s tuition is a popular move. The
Secure Act now allows 529 money to pay up to $10,000 of
student loan debt. That $10,000 is a lifetime limit per 529
beneficiary. So if you have three grandkids who may end up
with student loan debt, you can contribute up to $10,000 to each
grandchild’s 529 to help cover debt payments. While the Secure
Act mostly makes changes to retirement law, this provision
helps whittle the burden of student loan debt, which has caused
many young workers to forgo feathering their nest eggs.

Information compiled by Anna Luke; 
Kiplinger’s Retirement Report & Bloomberg Businessweek

From Anna’s Desk: Secure Act (continued from page 2)
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Staff Contact Information

Anna           Anna@cfsburbank.com
                    Phone: 818-846-8092, ext. 3

Lisa             Lisa@cfsburbank.com
                    Phone: 818-846-8092, ext. 3

Einar          Einar@cfsburbank.com
                    Clients (H – M) (S – Z)
                    Phone: 818-846-8092, ext. 2

Martha       Martha@cfsburbank.com
                    Clients (A – G) (N – R)
                    Phone: 818-846-8092, ext. 4

Victor         Victor@cfsburbank.com
                    Phone: 818-846-8092, ext. 5

Kayleigh    Kayleigh@cfsburbank.com
                    Phone: 818-846-8092, ext. 7

Ben             Ben@cfsburbank.com
                    Phone: 818-846-8092, ext. 8

Withhold on RMD to Simplify Paying Taxes

For many retirees, paying taxes isn’t a
one-time-a-year task. Instead, many
have to pay estimated taxes four times
a year. The first quarterly payment is
due in April, the same day as your tax
return for the prior year.

If you’re still working, you probably
don’t need the 1040-ES. Withholding on
your paychecks should ensure
compliance with the tax system’s pay-
as-you-earn demands. But if you’re
retired, chances are you need to make
estimated payments. For 2020, the
payment deadlines are April 15, June
15, September 15 and January 15, 2021.
You’re basically supposed to figure how
much tax you’ll owe for 2020 and send it
along to the IRS in four equal
installments.

Pay at least 90% of your 2020 liability or
100% of what you owed for 2019, and
you will have done your duty and be
protected from an underpayment
penalty.

Not only can making those estimates be
a pain, writing those checks can disrupt
your cash flow. Many taxpayers simply
divide the previous year’s tax bill by
four and send 25% on each payment
date to wrap themselves in the “100% of
last year’s tax bill” exception.

But depending on the source of your
retirement income, you may be able to
satisfy the IRS via withholding from
those payments. Unlike withholding
from paychecks, withholding from
retirement income is almost always
voluntary. 

If you want federal taxes withheld from
Social Security benefits, you must file
Form W-4V (“V” is for voluntary) with
the Social Security Administration. You
can ask that 7%, 10%, 15% or 25% of
each monthly benefit be carved off for
the IRS. When it comes to pension or
annuity payments, you control how
much will be withheld by filing a Form
W-4P with the payor. The worksheet for
the form is similar to the one that Form
W-4 employees use to set withholding
from wages.

For IRA distributions, the law requires
that 10% be withheld for the IRS unless
you tell the custodian otherwise. You can
block withholding altogether or ask that
as much as 100% be withheld.

A Better Way
Speaking of IRAs, a little-known
opportunity may free you from
withholding on multiple income sources
and from the hassle of filing estimated
taxes. We call it the RMD solution.

Starting at age 72, retirees must take
required minimum distributions from
their traditional IRAs, based on the
balance in the accounts on the previous
December 31 divided by a factor
provided by the IRS.

If you don’t need the money to live on,
wait until December to take your RMD
and ask the sponsor to withhold a big
chunk for the IRS, enough to cover your
estimated tax on the IRA payout and
your other taxable income for the year.

Although estimated tax payments are
considered made when you send in the
checks—and must be paid as you
receive your income during the year—
amounts withheld from IRA
distributions are considered paid evenly
throughout the year, even if made in a
lump sum payment at year-end.

So if your RMD is large enough to cover
your entire tax bill, you can keep your
cash safely ensconced in the IRA most
of the year, avoid withholding on other
sources of retirement income, skip
quarterly estimated payments . . . and
still avoid the underpayment penalty.

Note that RMD withholding might not
work when it comes to state estimated
taxes because some IRA sponsors won’t
withhold state income taxes. Vanguard,
for example, only withholds for 24
states. Check this point with our office.

Source: Kiplinger Retirement Report

Information to Act On

� Standard deduction. The standard
deduction rises for 2020 to $12,400 for
individual taxpayers and to $24,800 for
married taxpayers filing jointly. Each
spouse who is 65 or older can add $1,300
to the standard deduction amount,
while an individual taxpayer age 65-
plus can add $1,650. To make itemizing
worthwhile for 2020, a married couple
both age 65 filing jointly would need to
have itemized deductions worth more
than $27,400.

Source: The Kiplinger Retirement Report
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CFS Golden Circle – Clients for 20 years or longer

Bob Ackerman
Bob & Martha Agosta
Annette Alender
Kathy Allie
Connie Alvero
Irv & Zel Bagley
Dr. Martin Barmatz &
Carolyn Small

Bill Beckley
Dave Bochard
Doug & Rayna Boehme
Kelley Brock
Harlene Button
Kent & Marlene Burton
Barbara Chasse
Philip Clements & Claudia
Squibb

Louis Darin
Liz Dilibert
Marshall Drucker
Phil Efland 
Gladys Eisinger
Reg & Jan Fear
Horace & Betty Jean
Fernandez

Kathy Forman
Ralph Gerrard & Susan
Leeper

Dr. Daniel & Laura
Gollnick

Vorda Gordon
Jim & Marilyn Graves
Harry & Karen Griffin

Kari Groth & Daris
Pedersen

Dennis Hall & Evelyn
Rollins

Candy Hanks
Bill & Elinore Hedgcock
Alice Higginbotham
Dr. Craig & Jeannette
Hoeft

Pamela Hoey
Lilo Holzer
Mike Houlemard
Ken & Betty Iverson
Daina Johnson
Rich & Donna Johnson
Loren & Donna Jonkey
Mitch & Laraine Kaye
James & Julia Kinmartin
Emil & Chiching Klimach
Lorraine Leach
Dave & Carolyn Lessley
Jane Lloyd
Harry & Carol Mackin
Jay & Nancy Malinowski
Mike & Jan Malone
Al Maskell
Randy Maskell
Virginia Mermerian
Joseph & Toni Miano
Barbara Moering
Mary Morrow 
Peter & Susan Moyer

Roland & Vonda Neundorf
Dave & Pat Newsham
Nancy Nisbet
Bruce & Vicki Oldham
Dr. Eugene Orlowsky
Leora Ostrow
Ricky Parker 
Deron & Talin Petoyan
Galen & Joanne Petoyan
Richard and Kathy Plank 
Judy Quist
Al Roeters
Debbie Ruggiero
Joe & Pearl Ruggiero
Louise Sanchez
Earle Sanders
Evelyn Schirmer
Bob & Cindy Siecke
Dianne Simes
Louise Sirianni
Theresa Southwood
Carole Steen
Peter & Linda Vanlaw
Steve Veres
David & Kellye Wallett
Jeff & Pam Wheat
Lorraine White
Teena Wolcott
Toby & Carole Zwikel

Referrals
We Appreciate Those Referrals!

We certainly welcome your referrals
and are always most appreciative

when clients pass our name along to
others.  We would like to take this
opportunity to express our thanks
for your continued confidence and
look forward to providing quality
confidential financial services to
you, your friends, and associates.

When you refer us to others, you can
be assured that your personal

information provided by you and
those whom you refer is treated with
a high degree of confidentiality.

Our sincere thanks for our recent
referrals go to:

Loren & Donna Jonkey

HAPPY BIRTHDAY
MARCH
1   -  Laurie Prince
2   -  Virginia Mermerian
3   -  Al  Maskell
5   -  Diane Davis
6   -  Robert Washburn
7   -  George Pappy, Jr.
11 -  Michael Bandiera
11 -  Jim Kennedy
11 -  Craig W Hoeft
12 -  Lorraine White
14 -  Leora Ostrow
16 -  Mads Just Olesen
17 -  Camille Bruner
19 -  Kenneth Luk
21 -  Angie Green
21 -  Margarete Easterwood
22 -  Emil Klimach

23 -  Erin Dibble
23 -  Lynne Dibble
26 -  Brooke Black
27 -  Lilo Holzer
27 -  Randy Maskell
28 -  Louise Sirianni
29 -  David Lessley
29 -  Bella Issakova

APRIL
2   -  Peter Gilbert
4   -  Earle Sanders

4   -  John Doherty
4   -  Judy Quist
4   -  Marv Elkin
6   -  Mary Becnel
6   -  Carole Steen
7   -  Ginny Buonauro
7   -  Vonda Neundorf
7   -  Kelley Brock
8   -  Harry Mackin
8   -  Eugene Orlowsky
9   -  Michael Learned-Doherty
9   -  Harry Griffin

10 -  Janet Levinson
11 -  Bruce Oldham
12 -  Gregory Banuilos
12 -  Jay Malinowski
13 -  Andy Holzer
13 -  Karen Fond
15 -  Toby Zwikel
19 -  Kathy Allie
19 -  Gary Nelson
20 -  James Kinmartin
23 -  Linda Jamentz
24 -  Pam Wheat
25 -  Mark Bagley
27 -  Frances Belasco
29 -  Duane Beekman
29 -  Lenda Nicholson
30 -  Daina Johnson
30 -  John Smit

Pursuant to the SEC Brochure Rule 204-3,
of the Investment Advisors Act of 1940,
advisers are required to deliver a copy of
the ADV, Part II to every adviser client on
an annual basis (within 120 days after the
end of fiscal year and without charge, if
there are material changes in the brochure
since the last annual updating amendment.)
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Brain Teaser #109 (Answer)

Brain Teaser #110

Frank was the retiring fire chief at the Mathville Volunteer Fire Station,
which has a number of firefighters who drive a number of fire trucks to
fight fires. When his replacement showed up to take over, Frank decided
to see how sharp the new man was. He told the new fire chief that if the
firefighters at the station drive all the trucks to a fire, 1 firefighter
doesn’t get to drive. However, if they ride 2 to a fire truck, I fire truck
gets left behind. The new chief proved he was worthy of the job by telling
Frank the correct answer. How many firefighters work at the Mathville
Station? How many fire trucks do they have?

Triangles within Triangles 

Answer: 13 triangles

Thanks for all of you who submitted the
answers! The first person with the 
correct answer was Angela Green.
Congratulations, Angela!

The first person with the correct answer will receive an American Express gift card. Please email your answer to
Kayleigh@cfsburbank.com or call (818)-846-8092, ext. 7.


