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Despite earning a reputation as a “do nothing” 
Congress, they’ve actually passed a lot of bills in recent 
years affecting taxes and retirement. It started with the 
Tax Cuts and Jobs Act of 2017. Then the SECURE Act 
of 2019. The CARES Act of 2020. And now they’re at 
it again. While the current bill making its way through 
Congress doesn’t make as dramatic of moves as the 
SECURE Act did, there are definitely more retirement 
changes coming with SECURE Act 2.0.

Why Is Congress Working on SECURE Act 2.0?

The current bill being pushed is focused only on 
retirement issues. It clocks in at just 146 pages vs. 
other recent bills that pushed over 1,000 pages, easily! 

Why is Congress taking another swing at retirement? 
The official reason is that SECURE Act 2.0 “corrects” 
some changes that were made with the original 
SECURE Act of 2019. But we know Congress doesn’t 
move until they’re given a reason to, and both the 

original SECURE Act and Version 2.0 are being pushed 
hard by the life insurance lobby, which is a large donor 
to Congressional campaigns.

Regardless of who’s pushing these bills, some of the 
proposed changes will affect both savers and retirees 
alike. So let’s look at the key provisions.

Required Minimum Distribution Age to Increase 

Again, to Age 75

Required Minimum Distribution (RMDs) rules exist so 
that Uncle Sam can get a cut on money you earned. 
With Traditional IRAs and 401(k), pre-tax money is 
contributed, meaning you avoid having to pay taxes 
on earnings you’d normally have to pay taxes on in a 
given year. RMDs force money to come out of these 
pre-tax accounts, and you pay ordinary taxes on these 
withdrawals.

From 1987 to 2019, the age at which you had to take 

MORE RETIREMENT CHANGES COMING WITH SECURE ACT 2.0
BY: ROBERT STOLL, CFP® CFA
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RMDs was stuck at 70-1/2 years. The SECURE Act 
of 2019 raised this to Age 72 starting in 2020. Now, 
SECURE Act 2.0 would raise the RMD age to 75. But in 
the infinite wisdom of Congress, it wouldn’t raise the 
age all at once!

Increases in the RMD age are a big deal because 
they give retirees more time to do Roth Conversions. 
We’ve talked before about what Roth conversions 
are and how they can save you taxes in retirement. 
By raising the RMD age again, they’d give retirees a 
longer window where they can do Roth Conversions. 
This proposal would be the most impactful financial 
planning change of SECURE Act 2.0.

Catch-up Contributions to Finally “Catch-up” with 

Inflation!

Catch-up contributions were first established by the 2001 
Bush tax cut bill. The idea behind introducing catch-up 
contributions was helping savers get “caught up” with 
retirement savings if they were behind. Originally, IRA 
catch-up contributions were set at $500 for those Age 
50 and over but increased to $1,000 in 2006.

Unlike IRA and 401(k) contributions, whose limits 
increase with inflation each year, IRA catch-up 
contribution amounts are not. For instance, in 2006 
a 50-year-old saver could put away $4,000 in an IRA 
and another $1,000 as a catch-up contribution. By 
2021, that same saver could put way up to $6,000 in 
an IRA, but the catch-up contribution remained stuck 
at $1,000.

SECURE Act 2.0 would change this by tying catch-
up contributions to inflation. That’s the good news. 
The “bad” news – or at least the confusing news – is 
that Congress wants to create yet another catch-up 
contribution tier. 

To best see this let’s look at the catch-up contribution 
for 401(k) savers. Currently (2021) the 401(k) contribution 
limit is $19,500 while savers Age 50 & over can put 
away another $6,500 for a total of $26,000. SECURE 
Act 2.0 would create a new catch-up “tier” for savers 
age 62-64, increasing the catch-up amount to $10,000. 
Oddly enough, once that saver turned Age 65 their 
catch-up contribution would drop back to $6,500. 

Why would Congress allow 62-64-year-olds to 
contribute more but not someone Age 65? Who 
knows? This may be a provision that’s “fixed” before 
they complete the law. But the good news with this 
proposed change is that families that started saving 
for retirement later in their careers could put more 
money away.

How the SECURE Act 2.0 Helps the Charitably 

Inclined

Retirees with large retirement savings balances often 
face the prospect of having “too much” money. They 
either face RMDs well beyond their annual spending 
needs or have way more saved up than they could 
ever hope (or want) to spend or pass down to their 
heirs.

Qualified Charitable Distributions (QCDs) are a great 
tool for these retirees to do some good with their 
excess savings. How do QCDs work?

If you’re at least 70-1/2 you can take a distribution of 
up to $100,000 from your IRA and donate it directly to 
charity. A QCD distribution satisfies part of your annual 
RMD but doesn’t result in income tax as QCD money 
is immediately donated. QCDs are a great tool for any 
retiree who gives regularly as they kill two birds with 
one stone: satisfy annual giving desires AND save on 
income taxes.
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The problem with QCDs is that they’ve suffered 
the same problem as IRA catch-up contributions: 
contribution limits don’t increase with inflation. That 
would finally change under SECURE Act 2.0! 

More Retirement Changes Coming With SECURE Act 

2.0!

Like many Congressional bills, there are many other 
provisions and details that we haven’t gone into here. 
Our goal with this month’s post was to highlight the 
key changes that would affect savers the most.

The experience of the last 4 years has highlighted why 
working with a financial advisor on an ongoing basis 
makes so much sense. Tax law changes, retirement 

rule changes, and even episodic events like COVID-19 
create planning opportunities on the fly. 
At Financial Design Studio we have the combined 
know-how to navigate these changes and quickly 
implement the best strategy for clients. Our tax 
expertise is a key part of what sets FDS apart. 

Ongoing financial planning means your financial 
plan is getting updated in real-time. Life changes, 
rules change, and tax laws change all the time. We 
proactively work with clients to update them on what’s 
going on and what it means for their unique financial 
situation. Essentially, we answer the question, “What 
does this mean for us?” before you even have to ask 
the question!

People ask, “Should I pay off a loan or should I save 
money?” This really becomes a question of net worth. 
Let’s discuss what this is, why it matters, or if it does 
even matter.

Paying off a loan, also known as a liability, from cash 
flow increases your net worth by decreasing an amount 
you owe.

Saving money, setting it aside into an account increases 
your net worth, increasing the amount you own.

Maybe you are a business owner and can relate this to 
keeping the balance sheet in the positive. A great first 
goal as you’re starting out is to be in the positive, to 
own more than you owe.

To Pay Down or Save: Examples of Net Worth

Example 1 (GRADUAL): This is probably the most 
common way to increase this.

  Increase Assets: You save money into your retirement 
accounts each paycheck.

  Decrease Liabilities: You pay down your liabilities such 
as a mortgage or other loans as scheduled and they are 
paid off over time. 

  Net Worth Result: Increases gradually as you save each 
paycheck and pay off loans as scheduled.

 
Example 2 (FAST): This is an example of someone who 
wants to pay off their debts quickly from their income.

  No Change in Assets: You pause your savings into 

retirement accounts

  Decrease Liabilities: You aggressively pay down your 

liabilities to get rid of them

  Net Worth Result: Increases because you are decreasing 

your liabilities

Example 3 (FAST): In this example, again you are 
paying off debt quickly but using your assets to do so.

  Decrease Assets: You use assets to pay off the debt you 

want to get rid of

  Decrease Liabilities: You pay down your liabilities owed

 Net Worth Result: No Change in Net Worth

What This Means For You

It’s important to understand as you move money 
around that it affects your net worth. As you ask the 
questions of how much to save and when to pay 
something down, understand how it will affect your net 
worth. In the end, what you own, minus what you owe, 
is how much money you really have.

TO PAY DOWN OR SAVE? A QUESTION OF NET WORTH
BY: MICHELLE SMALENBERGER, CFP®

(What you own) (What you owe)
ASSETS - LIABILITIES = NET WORTH
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In response to the coronavirus pandemic, the 
government shoveled a lot of money towards 
consumers through three rounds of stimulus checks. 
You’d think the “stimmy check” parade was over, but 
there’s yet another round of cash coming for families 
with young children! Here’s what the 2021 Advanced 
Child Tax Credit might mean for your family.

Child Tax Credit Becomes More Valuable

The Child Tax Credit was first introduced in the 
Taxpayer Relief Act of 1997. This offered a tax credit of 
up to $500 for each child in a family. They doubled this 
amount to $1,000 as part of the 2001 Bush tax cuts, 
and then doubled again to $2,000 with 2017 with the 
Tax Cuts & Jobs Act.

The American Rescue Plan that was passed by 
Congress and signed by President Biden in March 
2021 increases this tax credit again. Now, a family 
can receive up to $3,600 for each child age 0-5 and 
$3,000 for each child age 6-17. 

As the law is written, the increased child tax credit 
under the American Rescue Plan will expire at the end 
of 2021. So it’s a one-shot, increased tax credit to help 
families this year alone. However, Congress is currently 
debating a new, multi-trillion dollar “infrastructure” bill 
and one provision is to extend the higher Child Tax 
Credit through 2025. 

We believe there’s bipartisan support to extend this tax 
credit. It’s seen as a good way to tackle child poverty 
in the U.S. We place high odds that this is extended, if 
not made permanent at some point.

 

 

What’s Different About This Child Tax Credit? 

Refundability.

Child Tax Credits have always been subject to income 
phase-outs. Meaning that if you made too much money, 
you don’t get the tax credit. That still applies with the 
new Child Tax Credit.

Married couples will see the increased tax credit 
phased out starting at $150,000 of income, and then 
fully phased out at incomes over $400,000.
 
What’s different about the 2021 version of the Child 
Tax Credit is that it’s going to be fully refundable. That 
means you don’t have to have any income in order to 
receive the tax credit. Prior law only gave you the tax 
credit if you were working and paying taxes. No more. 
This is going to be a tremendous boon for low-income 
families, as it’s intended.

Wait, It Gets Better… Getting Your Child Tax Credit 

Paid Monthly Starting July 2021

This week, many taxpayers are receiving letters from 

2021 ADVANCED CHILD TAX CREDIT: WHAT IT MEANS FOR YOUR FAMILY
BY: ROBERT STOLL, CFP® CFA
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the IRS explaining that they can receive this new tax 
credit as a monthly payment starting in July. 

An additional feature of the Child Tax Credit for 2021 
is that families can start receiving the tax credit as a 
monthly payment starting in July! We spoke about this 
briefly in a blog post a few weeks ago talking about 
the labor shortage we’re seeing in the U.S. 

How will this monthly payment work? Let’s use the 
example of a married couple making $100,000 per 
year. They have three children, two under the age of 6 
and one that’s in high school and under the age of 18.

Under the American Rescue Plan, the IRS may give 
families up to 50% of their Child Tax Credit as a 
monthly payment starting in July and running through 
December. For our family above, they’d get $850/
month deposited directly into their bank account for 
the last six months of 2021.

That might not sound like a lot of money, but it is. The 
family making $100,000 in gross income has after-
tax, take-home pay of around $5,800/month. The 
extra $850/month is an effective 15% increase in their 
monthly cash flow! At lower income levels, this monthly 
tax credit becomes even more valuable.

What happens to the other 50% of the credit that isn’t 
paid out each month? That’s given to families when 
they file their taxes for 2021. This will probably lead to 
nice refunds for many low and middle-income families 
next spring. 

Should You Receive the Advanced Child Tax Credit?

 
By default, the IRS is going to send you the Advanced 
Child Tax Credit starting in July. You don’t have to do 
anything to receive it, but you can opt-out of receiving 
it. As of today (mid-June 2021) the IRS has yet to open 
the portal where you can opt-out, but they will shortly.

Should you? One benefit of what we do at Financial 
Design Studio is that we have a partner, Steve 
Smalenberger, that prepares taxes for clients. This 
gives us good visibility on how many clients normally 
receive refunds – or have to pay.

We find that tax credits like the Child Tax Credit can 
often move a taxpayer from a position of cutting Uncle 
Sam a check or getting a refund. Surprise, surprise, 
we’ve yet to find a client that was happy they weren’t 
getting a tax refund! 

This should caution people about taking up the IRS’s 
offer to receive the Child Tax Credit early. By doing 
so, you may risk having to write a check to Uncle Sam 
when you file your 2021 taxes.

To be clear, your tax liability will be the same whether 
you decide to receive the tax credit early or not. It 
simply becomes a game of whether it’s worth it to you 
to have more cash flow today and risk cutting a check 
later, or vice versa.

What Will the 2021 Advanced Child Tax Credit Mean 

to You?

Whether to take the tax credit as a monthly payment 
depends on a lot of factors. One benefit of working 
with Financial Design Studio on an ongoing basis is 
that we run tax planning scenarios for you throughout 
the year. The goal in doing tax planning is to reduce 
surprises when you file your taxes.

For many clients, getting an extra $125-150/month will 
not move the needle much. So it might make sense to 
avoid the monthly payment and get the tax credit as a 
refund next Spring.

However, if the monthly payment is interesting to your 
family, it’s worth doing some tax projections to make 
sure that you won’t owe taxes later. We can look at 
your current tax withholdings and make projections 
about what your 2021 taxes might look like. 

Regardless of what your family decides, the benefit 
of getting tax planning as part of your ongoing 
relationship with FDS is just one piece of advice that 
we offer. Real value is created when we combine tax 
planning with your investments and more complex 
planning strategies, such as Roth Conversions.
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Financial Plan commitment or sticking with your 
plan can certainly be one of the hardest parts about 
investing your money because of the need to control 
your emotions. Greed and fear can begin to take over 
and make the best investor out there make some 
investment mistakes they regret later. Now, we are in 
a year following an election year and there is a lot of 
emotion around that. In addition to the fact that we are 
in a social media age as well. All these emotions get 
amplified. 

Financial Plan Commitment Temperature Gauge

So how can you take the temperature and check 
yourself to make sure you don’t make an emotional 
investment mistake? I have four things I always like to 
tell people:

1. Make sure you get perspective.

 
I am in my mid 40’s and was born at the end of the 
Vietnam war. I have seen Regan assassination attempts, 
stock market crashes, two Iraq wars, the great financial 
crisis, the tech bubble, and now COVID. A lot of things 
happen over the course of our lifetime and it’s always 
good to take a step back and remember that even 
during all these terrible events things fix themselves 
and the stock market continues to move on. So look 
at the big picture. Get some perspective. Remember 
that even though it seems like we are always going 
through something negative it doesn’t mean we don’t 
come out on the other side okay. 

2. Make sure you focus on your time horizon.

It can be really easy to get wrapped up in what’s going 
on right now and make short term investment decisions 
for a long term goal. If you are saving for retirement, 
and that goal isn’t for another 20 years then make sure 

you don’t get too short-term in your thinking relative to 
that long-term goal. It makes sense to stay apprised of 
current events and review the recent history, such as 
reviewing how your investments are performing.

3. Adapt when things change. 

We have seen many changes in the last couple of years 
with tax laws. Then with the election, there is more tax 
law change ahead. It’s really hard to predict what will 
happen in the future. So we need to operate with the 
situation as it is and adapt our strategy as things change. 
In the past four years we have adapted strategies for 
clients of ours to use opportunities available with the 
new tax cuts and jobs act.  You want to make sure you 
are flexible and adaptable to changing circumstances. 
By keeping up with annual items like filing your tax 
return you will know if something needs to be adapted 
differently. 

4. Make sure you stick to your plan. 

In your retirement plan be sure to keep a set amount in 
stocks and a set amount in bonds so you have a well 
diversified portfolio. Remember your financial plan 
commitment and stick with that plan. you don’t have to 
make any radical changes; you don’t have to rewrite 
the book about what your plan is unless it’s needed. 
Remain disciplined in how you execute it. It doesn’t 
sound exciting at all particularly when everyone is 
yelling and screaming at each other. It feels like you 
have to be doing something too. But most of the time 
the best thing to do is to do nothing, boring is beautiful. 

If we can help you stay connected to your financial 
plan commitment please give us a call. We are here to 
help you!

FINANCIAL PLAN COMMITMENT: STICK WITH YOUR PLAN
BY: ROBERT STOLL, CFP® CFA
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We have a specific set of videos just for business 
owners. We talk about legal structure, entity selection, 
operations, accounting, and payroll. Today we will be 
talking through what small business owners need to 
know about the balance sheet. 

What is the balance sheet? The balance sheet is 

essentially what you own and what you owe.

Assets: Things you own are called assets. There are 
different types of assets. One is called current assets 
which is cash, inventory, or if you are expecting 
payments from customers (accounts receivable). 
Secondly, we have fixed assets. These are things 
like plants, property, equipment, things that you can’t 
just sell quickly. This could be things like computers, 
machinery, or maybe vehicles. 

Liabilities: These would be things that you owe and 
these are broken into two structures. First we have 
current liabilities so think of things like accounts 
payable like a credit card or a short term loan. Also 
we have long term loans, things that won’t be paid off 
within a year. These are loans or notes payable.

Owners Equity: Owners Equity is what you put into the 
business. This is the money you have taken out, and 
then everything that is accumulated. 

Now when you look at everything you own and 
everything you owe this is essentially a net worth 

statement. What is the health of my business, what do 
I own, what do owe, and what do I have that is left over 
to keep the business running? 

When we are looking at the health of the business we 

want to be looking at how to make this better. 

Some ways to look at this and make things better are 
to analyze it. We use a couple of ratios for this. One 
ratio to use is to take the current ratio: current assets 
divided by the current liabilities. This is our cash and 
accounts receivable divided by our credit cards and 
payroll taxes. You want that to be as low as possible. 
Something around 1-1.5. The higher the better you 
want to be able to pay off all your debt with your liquid 
cash. 

Another ratio would be your debt ratio. Take your 
liabilities (total debt) and divide by total assets. You 
want that to be as low as possible as well. You want 
assets to cover all your liabilities. 

So again, the balance sheet and the net worth 
statement are as of a particular date and time. What 
is my net worth and what does the business owner 
owe at a certain point in time? If you understand this 
then you understand the health of your business. If 
you don’t completely understand, please reach out to 
us. We would be happy to set this up for you and keep 
it up for you going forward.

BUSINESS OWNERS AND THE BALANCE SHEET
BY: STEPHEN SMALENBERGER, EA
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21660 W. Field Parkway
Suite 118 
Deer Park, IL 60010

Are you a Fiduciary?

Yes, we are! This means we have a duty to act in your best interest. A person acting in a fiduciary 
capacity is held to a high standard of honesty and full disclosure in regard to the client and must not 
obtain a personal benefit at the expense of the client.

You’re Fee-Only: What does that mean?

We have chosen to be a fee-only advisory firm. This means we do not accept any fees or compensation 
based on product sales. While we know our clients need products like insurance we do not receive any 
benefit from any source when you buy a product.

How does Financial Planning Work Virtually?

With advances in technology, it is amazing how much we can accomplish virtually! We are able to share 
everything we do in person, virtually. We simply use screen sharing and video software so we can see 
you and look at the same documents, together. Most forms can also be electronically signed.

Are you taking on new clients?

Yes! We are happy to work with friends or relatives that you think would benefit from a Financial Advisor 
relationship. A quick phone call is all it takes to see if they are a great fit.

FREQUENTLY ASKED QUESTIONS

WANT TO SHARE THIS WITH SOMEONE?

Know someone who wants to receive this newsletter? Send us the mailing address at team@financialdesignstudio.com

If you prefer to no longer receive this newsletter please email us at team@financialdesignstudio.com


