ELECTION-YEAR SWEETENERS TO RETIREMENT
SAVINGS ACCOUNTS
AUGUST 2022

Sometimes it feels that Congress can get nothing accomplished. During this election year, however, all
parties are coming together to offer additional retirement account benefits to individual employees,
employers and retirees. Nearing the finish line with bipartisan support is one bill that will soon be
voted on by the House and Senate, known as the EARN (Enhancing American Retirement Now) Act,
previously referred to informally as “SECURE Act 2.0.”
You may recall that the original SECURE Act itself became law in December 2019, and it made numerous
changes to retirement account (401(k) and IRA account) rules at the time. Highlights included raising
the age for RMDs (Required Minimum Distributions) up to 72 years old and eliminating the “stretch
IRA” for non-spouse inheritors of an IRA. Now there are additional changes in store.
In your role as either a working employee, business owner, or fully retired person, there might be
something new for you when it comes to your savings plan!
Here are just a few of the proposed changes in the bill:

FOR EMPLOYEES:
a.

If you are working at age 60 or over, the additional “catch-up” employee contribution limit will
be raised from $6,500 to $10,000 each year above the otherwise applicable limits.

b.

Long-term, part-time status employees will first be eligible to contribute to a 401(k) plan sooner,
moving from 5 years of company tenure down to 2 years.

c.

Student loan payments can “count” as voluntary 401(k) contributions in the same amount for the
purposes of earning an employer matching contribution, the employee thus earning the match
amount even though the employee contribution isn’t funded.

d.

For those over 50, the IRA account “catch-up” contribution limit of $1,000 will be indexed to
adjust upward with inflation from year to year.
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FOR BUSINESS OWNERS:
a.

An additional tax credit for companies with fewer than 100 employees is proposed to help cover
the cost of setting up a retirement plan for employees.

b.

Contributions to a Simple IRA by a company for its employees will have an increased limit
of $16,500, up from $14,000, which will be also indexed to increase with inflation.

FOR RETIREES:
a.

The first year of a Required Minimum Distribution (RMD) will go up to age 75 from 72, gradually
in steps between 2023 and 2033.

b.

The 50% penalty for failing to take one’s RMD will be reduced to 25% generally, and 10%
if accomplished late but within a short qualifying time period.

c.

The $100,000 annual Qualified Charitable Distribution that allows for a direct gift from one’s
IRA to a charity will be indexed to increase with inflation. Additionally, a one-time $50,000 gift
to a charity will be permitted from one’s IRA directly into a Charitable Gift Annuity, Charitable
Remainder Unitrust, or Charitable Remainder Annuity Trust.

d.

The 10% penalty for early IRA distribution (prior to age 59.5) will be waived on up to $2,500
taken from the IRA for the purposes of paying a long-term care insurance premium.

The above list is not comprehensive and is not yet finalized. Many additional changes applicable to
403(b) plans and pensions are also in the legislation.
Be ready to ask your tax professional about the items that may be applicable to your situation.
In any case, it is nice to hear about some good news from Washington!
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This communication to highlight various market and economic information and is not intended to interpret laws or regulations. This communication
has been prepared solely for informational purposes, based upon information generally available to the public from sources believed to be reliable,
but no representation or warranty representation, express or implied, has been made as to the accuracy or completeness of the information contained
herein and is not an offer to buy or sell or a solicitation of an offer to buy or sell any security or to participate in any trading strategy. If any offer of
securities is made, it will be pursuant to a confidential offering memorandum, an investment management agreement or other offering materials, which
contains material information not contained herein and which supersedes this information in its entirety. This communication is not designed to be a
comprehensive analysis of any topic discussed herein and should not be relied upon as the only source of information. Additionally, this communication
is not intended to represent advice or a recommendation of any kind, as it does not consider the specific investment objectives, financial situation,
applicable risk factors, and/or particular needs of any individual client or investor and should not be relied upon as the basis for investment decisions.
Additional information is available upon request.
The investments discussed herein are for illustrative purposes only and it should not be assumed that such investments were or will be profitable or that
the investments or recommendations Ashfield Capital Partners makes in the future will be profitable or will equal the anticipated results discussed herein.
Past performance is not necessarily indicative of future results. The indices, markets and countries referenced in this communication are provided for
informational purposes only and should not be used as the basis for making an investment decision. The indices, markets and countries referenced in this
communication are included merely to show the general trend in the markets in the periods indicated and are not intended to imply that the underlying
returns were comparable to the indices, markets or countries either in composition or element of risk. There are significant differences between client
accounts and the indices, markets and countries herein including, but not limited to, risk profile, liquidity, volatility, and asset composition.
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