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Not too long ago, I signed up for the new marriage, new 
house, and newborn extravaganza.  As many of you know, 
and I can certainly attest to now, it is quite the transition.  
Times were a bit simpler before—pay your rent, go to work, 
brush your teeth at least twice a day, and look generally  
presentable.  You blink, and all of a sudden you’re saving for 
two, then three, all while juggling your career, raising a little 
one, being a thoughtful spouse, paying real estate taxes, and 
worrying about the overall health of your lawn.  My wife may 
not share that last sentiment...

It has been the most exciting, joyous, and fulfilling time of 
my life.  That said, even as a financial planner, it hasn’t been 
without its nagging thoughts:  Am I saving enough?  Am I 
taking advantage of my benefits through work?  Should I be 
thinking about saving for college already?  Would my fam-
ily be okay (financially) if something terrible happened to 
me?  Should I have an estate plan in place?  What the heck 
is a Bumbo?

Although a lot of these issues are uncomfortable to discuss 
and an added expense during an already expensive time, 
handling them now will not only give you peace of mind but 
a solid foundation for securing your family’s financial future.

College Planning
As you know, college is already an (almost illogically) expen-
sive journey.  That, however, is not slowing the majority of 
private colleges from increasing tuition year after year.  If it’s 
your family’s wish to help cover some or all of these costs, 
start saving when they’re in diapers.  The earlier, the better.
Look to establish a 529 plan and set up an automatic month-
ly contribution for an amount that fits into your cash flow.  
You won’t even notice it after a few months.  Also, let the 
grandparents know.  They just may want to lend a hand.

Work Benefits
Although there are many and they will differ from company 
to company, I wanted to highlight one in particular—the 
Dependent Care Flexible Spending Account.  This account  
allows the parent to set aside income before taxes in order 
to help pay for the costs of childcare.  Depending on your tax 
bracket, this can easily save you 20 to 30% on what you elect 
to contribute. 

Life Insurance
The focus of life insurance is to cover a period of time in 
which your family is financially vulnerable.  This window 
of liability typically exists during your working years.  Once 

you’ve reached retirement, you’re no longer relying on wages 
to sustain your family’s lifestyle.  From that mindset, term 
life insurance is truly the most effective (and cheapest!) way  
to go.

So how do you know how much to purchase?  If you’re not 
running a thorough analysis on your existing portfolio,  
anticipated growth, and future cash flow, a good rule of 
thumb is 10x salary.  Have a qualified adviser go out to bid 
to find a reputable insurance company that will provide that 
coverage at the most cost-effective rate.  If you’re not in 
good health, if you smoke, or have a family history of heart  
disease, for instance, the low-cost alternative may be to 
obtain that level of coverage through your employer.  They 
will likely offer guaranteed coverage at group rates for up to 
some multiple of salary.
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A
t the end of 2019, historic legislation was passed, 
marking a significant shift in the retirement 
landscape.  This bill is known as the SECURE Act – 
an acronym for the effortlessly memorable Setting 

Every Community Up for Retirement Enhancement Act.  
Within the new law are a few meaningful changes that may 
impact your retirement planning, generational planning, 
and tax planning approach.  

ELIMINATION OF THE STRETCH IRA
Prior to 2020, an IRA beneficiary could spread 

distributions over their lifetime.  By spreading the 
distributions, or stretching, the beneficiary could 
take advantage of continued and long-term tax-
deferred growth.  

Hypothetical Scenario
A 44-year old inherited her parent’s IRA in
 2018 valued at $200,000.  Using the life expectancy
 tables, she had the opportunity to stretch her 
required distributions over the next 40 years.  In 
the first year, she was required to take $5,000 – or 
1/40th.  Assuming a constant balance, in the second 
year, she was required to take $5,128 – or 1/39th. In 
the third year, she was required to take $5,263 – or 
1/38th and so on.

Starting in 2020, however, a beneficiary 
must liquidate the inherited IRA 
within 10 years.

Assuming the account owner passed away in 2020, 
that same beneficiary must now decide how much and 
how often to take distributions over the next 10 years.  Do 
you distribute the entire amount in the final year, spread 
evenly each year, or something in between?  As a 44-year-
old, in potentially her highest-earning (and taxable) years, 
that may be a difficult decision to make without proper 
planning.  

There are a few exceptions to the 10-year rule.  Most 
notably spouses, disabled beneficiaries, and 
individuals who are less than 10 years younger than 
the IRA owner. Note that this rule also applies to 
retirement plans (401k, 403b, SIMPLE IRA, SEP IRA)
 and Roth IRAs.

REQUIRED MINIMUM DISTRIBUTION (RMD) 
AGE RAISED TO 72

Prior to 2020, IRA owners were generally required to start 
taking distributions the year in which they turned 70½.  The 
SECURE Act has adjusted that to 72 for any individual who 
did not attain 70½ by the end of 2019.

 

REMOVED MAXIMUM AGE FOR IRA CONTRIBUTIONS
Before 2020, you were prohibited from contributing 

to an IRA after attaining RMD age.  That has since been 
repealed.  Although there aren’t many individuals 
working into their 70s, for those that do, there are new 
opportunities to explore.

Reach out to a CERTIFIED FINANCIAL PLANNER™ to 
better understand the SECURE Act and how the sweeping 
changes may impact your future financial planning.
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