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SECURE Act Changes Many Rules Regarding IRAs 
Just days before Christmas, Congress passed the SECURE Act, which contains some 
changes to rules that govern many qualified accounts, and could upend some traditional 
estate planning strategies. The most notable changes now in effect are:

• The age for Required Minimum Distributions (RMDs) has been raised. Under previous 
law, an individual was required to take their first RMD in the year in which they turned 
70 ½ (unless they delayed as described further). As of January 1, 2020, that age has 
been increased to 72. So, anyone turning 70 ½ this year who was anticipating their first 
RMD can now wait until the year they turn 72 if they choose. Anyone who turned 70 ½ in 
2019 cannot stop and then restart at age 72. The rule that allows a person to delay their 
first RMD until April 1st of the following year remains intact with the same provision that 
anyone doing this would be required to take two RMDs in that same calendar year. In 
other words, someone who turned 70 ½ in 2019 who was going to take their first RMD 
by April 1, 2020 must still do so and must still take two in 2020. 

• For tax years 2020 and beyond, an individual age 70 ½ or older will be able to make 
a traditional IRA contribution. They no longer have to stop making traditional IRA 
contributions because they turned 70 ½. Now anyone, at whatever age, who has earned 
income can make an IRA contribution. All the income limits, etc., still apply for whether 
the contribution is deductible.

• The ability for some beneficiaries to “stretch” their beneficiary IRA is no longer available. 
Many IRA beneficiaries will only have the choice of distributing the account in 10 years 
if the IRA owner passes away in 2020 and beyond. This rule change has the potential 
to impact many estate planning strategies. Under the old law, a non-spouse inheriting 
an IRA had the option to “stretch” the IRA over their lifetime by only taking the Required 
Minimum Distributions based on their lifespan. Under the new law, any non-spouse 
inheriting an IRA who is 10 or more years younger than the decedent now has no 
annual RMD but must liquidate the account entirely in 10 years. Many parents currently 
have estate plans to pass on IRAs to children so they could use the “stretch” strategy, 
potentially limiting income taxes while still allowing for account growth, but this option 
will now no longer exist. 

• An “Eligible Designated Beneficiary” is exempt from the 10 year rule and would include 
the following individuals:

– Spousal beneficiaries
– Disabled beneficiaries
– Chronically ill beneficiaries
– Individuals not more than 10 years younger than the decedent owner
– Certain minor children of the decedent owner until they reach the age of majority
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Continued from previous page

Claiming Social Security at the 
Wrong Time Could Be Costly
A report from United Income claims that retirees could collectively 
lose $3.4 trillion in potential income because they claimed Social 
Security at a financially suboptimal time. This amounts to an 
average of $111,000 per household. The authors of the report 
are Matt Fellowes, former Fellow at the Brookings Institution; 
Jason Fichtner, a former Chief Economist at the Social Security 
Administration; Lincoln Plews of United Income; and Kevin 
Whitman, former Policy Research Director at the Social Security 
Administration. The report can be found at: https://unitedincome.
com/library/the-retirement-solution-hiding-in-plain-sight/

According to their research, only 4% of retirees make the financially 
optimal decision about when to claim Social Security. Benefits 
are now paid out to more than 65 million people annually in an 
aggregate amount of over $1 trillion. The findings of the report 
indicate that many people underestimate their lifespans and instead 
of waiting until age 70 when they could collect their maximum 
benefit, they begin at full retirement age or even at the earliest age 
of 62. Delaying a benefit means that retirees would lose income 
(wealth) in their 60s. The study shows that 57% of retirees would 
build more wealth by waiting to claim until age 70, while only 6.5% 
would build more wealth by claiming prior to age 64. Currently over 
70% of retirees claim at that earlier age, likely because they feel 
that after paying into the system for so long they want to extract the 
benefit as soon as possible. 

Delaying Social Security for a bigger future income stream might 
mean taking larger distributions from investment portfolios in the first 
few years of retirement. This requires proper planning, especially 

Continued on next page

Odds and Ends
FOR THE YEAR 
The S&P 500 gained +31.5% (total return) during 2019, its 
best performance since 2013 and the 13th year in the last 25 
years that the $28.1 trillion index has returned at least +15% 
(total return) for the calendar year. The S&P 500 consists of 
500 stocks chosen for market size, liquidity and industry group 
representation. It is a market value weighted index with each 
stock's weight in the index proportionate to its market value. 
(Source: BTN Research)

POPULATION 
Between 7/01/18 and 7/01/19, the Census Bureau estimated 
that the U.S. population grew from 326.688 million to 328.240 
million, an increase of just +0.48%, i.e., less than ½ of 1% 
growth rate between 2018-2019. That’s the lowest year-over-
year growth rate in the United States since 1918 or 101 years 
earlier. 
(Source: Census Bureau)

LIVING LONG 
The life expectancy at birth of an American baby in 1970 (50 
years ago) was 70.8 years. The life expectancy at birth of an 
American baby today is 78.6 years. Thus, life expectancy in 
the United States has increased 7.8 years over the last half 
century, i.e., American life expectancy at birth is increasing at 
the rate of 1½ years every decade. 
(Source: Center for Disease Control) 

OLD AND STILL OWING MONEY
In 2016, 46% of American homeowners ages 65-79 had 
outstanding mortgage debt on their primary residence, almost 
double from the 24% of this age bracket that had mortgage 
debt 30 years earlier. 
(Source: Joint Center for Housing Studies of Harvard University)

WASHINGTON AND WALL STREET
There will be a Republican in the White House during 
calendar year 2020 while control of Congress will be split 
- Republicans control the Senate and Democrats have a 
majority in the House. Over the last 80 years (1939-2018), 
the S&P 500 has gained +11.1% per year (total return) when 
control of Congress was split, regardless of the party in the 
White House. 
(Source: BTN Research)

NOT BAD AT ALL
The average 401(k) contribution rate by American employees 
in the first quarter 2019 was 8.8% of salary. This average is 
based upon those employees participating in an employer-
sponsored pre-tax 401(k) retirement account. 
(Source: Fidelity Investments)

THEY’LL BE RUNNING THE SHOW
By the year 2025, more than 50% of the U.S. workforce will 
be “millennials” or younger. Millennials were born between 
1981-97 and will be ages 28-44 in 2025. 
(Source: Inc. Magazine)

• Compensation for IRA contribution purposes can now include 
taxable non-tuition Fellowship and Stipend payments. In 2020, 
those receiving taxable stipends or other amounts when getting 
a graduate or postdoctoral study, can count those amounts as 
compensation for IRA/ROTH contribution purposes.

• There is a new exception to the 10% early withdrawal penalty. 
Now up to $5,000 from an IRA (per individual) for “Qualified 
birth or adoption distribution” will be penalty free (10%) from 
an IRA or qualified plan. It applies per birth and may be 
reimbursable to the IRA. Future IRS rules will no doubt establish 
timelines. 

These are the major changes in the law, and we will be reviewing 
them with clients who may be impacted. If you have any questions 
about how the changes might affect your investment or estate 
planning, please give us a call and we will set a time for a 
discussion.  
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2020 Numbers to Note
Below is a summary of contributions and exemptions for 2020 to help 
with planning.

Market Watch
 LEVEL 1 YEAR
  RETURN
1/13/2020   
   
S&P 500 3265 28.30%
Dow Jones 30 28824 23.03%

Key Rates 1/10/20 1/10/19
10-yr US Treasury 1.83% 2.74%
  
Commodities 1/10/20 1/10/19 
Oil  $58.99  $52.42  
Gold  $1,554    $1,292 
Silver $17.92   $15.71 
Source:  
Market Insights, Weekly Market Recap, J.P. Morgan Asset Management

CD Rates
Here is a sampling of some current rates as of 1/13/2020:

6 Month 1.550 %
1 Year 1.650 %
2 Year 1.750 %
3 Year 1.900 %

CDs are subject to availability.

if a bear market occurs as distributions start. With the proper plan, we may 
choose to set aside one to three years of expected income in CDs or money 
market funds so that your income is available regardless of what the market 
does. Another factor to consider is common “unplanned” expenses which 
push you beyond a reasonable withdrawal rate. Examples of these expenses 
are big ticket replacement items such as a new furnace, upgrading appliances 
or replacing a roof. Providing care and support for family members may also 
become an unplanned, but necessary expense. Major purchases should be 
addressed before retirement or delayed (if possible) until after the fi rst few 
years of retirement and your Social Security income becomes available.   
(Source: United Income.com)  

SAVE THE DATE!
To help clients navigate Social Security benefi ts, we will be hosting a seminar the 

evening of April 16, 2020. This is ideal for anyone approaching benefi t age. We will 
cover the different options available and answer any questions you may have. If you 

want to reserve a spot early, please email Marcy Sadler at msadler@dadco.com 
with Social Security in the subject line. If you have friends or family who would like 

to attend, we should be able to accommodate them as well.  

Continued from previous page

Retirement and Education Savings Accounts

ACCOUNT TYPE  MAXIMUM CATCH-UP**

Traditional and Roth IRA*   $6,000  $1,000

401(k), 403(b) and 
Governmental 457(b)  $19,500  $6,500

SIMPLE IRA   $13,500  $3,000

SEP IRA    Up to 25% of employee’s gross annual salary or $57,000, whichever is less 

Coverdell Education   $2,000 per benefi ciary 
Savings Account 

529 Education Plans  

Other

Annual Gift Tax Exclusion $15,000 per donee per year ($30,000 with spousal gift splitting)

Maximum income subject to Social Security Tax $137,700

Estate Tax Exemption $11.58 million per person

Standard income tax deduction married fi ling jointly $24,800

Standard income tax deduction single $12,400

Each state sets their own limit on the total amount of contributions that can be made for a benefi ciary. States 
with an income tax may offer a tax deduction on contributions up to a certain annual dollar amount. The State 
of Idaho offers an annual deduction of up to $6,000 ($12,000 if married, fi ling jointly) for contributions.

*A person’s ability to contribute to a Traditional or Roth IRA may be limited by income. Consult a tax professional if you have any questions.

**The catch-up contribution amount is available to plan participants who turn age 50 by the end of the 2020 calendar year and the plan must allow for the contribution.
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College Costs 
Continue to Rise
Each year the College Board releases 
their annual report titled "Trends in College 
Pricing," which shows current costs and 
trends. This report is available for free on 
their website at: www.research.collegeboard.
org/trends/college-pricing

Costs can vary significantly depending on 
the region, whether a student is in-state 
or out-of-state and whether the college is 
private or public. Below is a summary of 
the average costs published in their latest 
report. “Total cost of attendance” includes 
direct billed costs for tuition, fees, room and 
board, and indirect costs that include books, 
transportation and some personal expenses. 

Public college costs (in-state) 
•  Tuition and fees increased 
 2.3% to $10,440
•  Room and board increased 2.9% to $11,510
•  Total cost of attendance: $26,590

Public college costs (out-of-state)
•  Tuition and fees increased 2.4% to $26,820
•  Room and board increased 2.9% to $11,510  
 (same as in-state)
•  Total cost of attendance: $42,970

Private college costs
•  Tuition and fees increased 3.4% to $36,880
•  Room and board increased 3.0% to $12,990
•  Total cost of attendance: $53,980
 (Source:  CollegeBoard.org) 
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The information in this publication is not investment 
or securities advice and does not constitute an offer. 
Neither the information nor any opinion in this publication 
constitutes a solicitation or offer by D.A. Davidson or its 
affiliates to buy or sell any securities, options, or other 
financial instruments or provide any investment advice 
or service. D.A. Davidson & Co. Financial Advisors 
are available to discuss the ideas, strategies, products 
and services described herein, as well as the suitability 
and risks associated with them. D.A. Davidson & Co. 
does not provide tax or legal advice. Questions about 
the legal or tax implications of any of the products 
or concepts described should be directed to your 
accountant and/or attorney. D.A. Davidson & Co. is a 
full-service investment firm, member FINRA and SIPC.
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Team Tidbits
Brad:
What a special year 2019 has been for 
our family. In August, Dani and Chase 
were wed in a beautiful ceremony. Then 
on November 1st, Bradley and Janai 
were wed as well. The second wedding 
was in Mexico at a small ocean resort. It 
was a beautiful setting and a delightful 
event. It’s rewarding to see your children 
make good choices and make special 
memories. I have been blessed with one 
Mrs. Dugdale for 38 years, and now our 
family has three. The six of us were able 
to spend Christmas together which was 
a special treat. Shariae and I are looking 
forward to the next phase in our lives as 
the kids make their own life choices. My 
year was complete with a two-day golf 
school in Texas this past December, and 
I treated myself to a new driver! Happy 
New Year! 

Darin: 
We had a wonderful holiday season. 
Spent plenty of time with family and 
friends and probably attended the most 
social events we have in years. While 
we’re always a little sad to see the 
holidays go, we know it also means 
the start of slightly longer days, some 
winter recreation, and hopefully an early 
spring! We added another furry creature 
to the family in the form of a little Pug 
puppy named Ozzie. He’s already grown 
quite a bit and is very much a puppy. 
No Christmas gift, or wrapping paper, 
was safe this year. We eventually had to 
move all of the presents from under the 
tree to a table because we got tired of 
re-wrapping them. Sara, our older Pug, 
is tolerating him as best she can. Teagan 
has been playing tennis this winter and 
she plans to try out for the Lake City 
High School team this spring. Darin is 
attempting to keep up with her but knows 
it won’t be long before she is wiping the 
court with his tears.  

Kate: 
Happy 2020. I write this with 
nearly one foot on the plane to 
warmer weather and sunshine, 
and it couldn’t come soon 
enough. Our family had a rough 
end of 2019 as I lost my sweet 
mother after a very brief illness.  
I was honored to be the only 
one with her at that time which 
reaffirms my lifelong belief that 
I was always her favorite. She 
talked of my coming to town all 
week and now we know she 
waited for me. At least that’s what 
I’m telling myself. I cannot say 
I’m coping well but the funeral 
and subsequent good ol’ Irish 
Catholic wake/reunion was a time 
I’ll never forget.   

Marcy: 
Another successful holiday 
season in the books. It even 
snowed on Christmas morning 
right on queue! It didn’t stick 
around too long and was gone 
by the end of the day, but IT 
SNOWED! We were able to 
spend the holidays with friends 
and family. Christmas takes 
on a whole new meaning 
once grandchildren come into 
the picture. Once my kids hit 
their teenage and adult years, 
Christmas was, and is, always 
wonderful, but it is a renewal of 
energy, sheer happiness, and joy 
in seeing my grandbabies wait 
(not very patient mind you) for 
Santa to come. It does a heart 
and soul good watching their little 
eyes light up! Happy to see 2019 
end on a good note and looking 
forward to a new year and a 
wonderful 2020 for all! 


