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Keeping up with tax law changes can be challenging but is critical. In the last days of 2022, the President signed 
the Consolidated Appropriations Act (CAA) of 2023, which included what is known as the SECURE Act 2.0. It 
builds on the 2019 Setting Every Community Up for Retirement Enhancement (SECURE) Act.  
 
It is no secret that many Americans are financially ill-prepared for retirement. We have witnessed a drastic 
reduction in the number of Americans with pension benefits, forcing each of us to take on the task of saving and 
investing for our retirement years. According to Fidelity Investment’s Retirement Preparedness Measure, 55% of 
Gen X and 48% of Baby Boomers score their retirement preparedness as having less than needed to cover their 
basic expenses – reporting significant action is needed. 
 
The goal of SECURE Act 2.0 is to provide Americans with opportunities to help them become better prepared for 
retirement. This is reflected in the changes made to retirement savings plans, increasing maximum contribution 
limits, increasing catch-up contribution limits, and introducing a special catch-up contribution limit for those 
ages 60 thru 63. 
 
Measures have been implemented for employers establishing new retirement plans. They can help eligible 
employees save for retirement by automatically enrolling them into the plan with a minimum contribution. This 
contribution percentage can be increased over the years to a maximum amount. Of course, employees can opt out 
of auto-enrollment.  
 
For those turning 72 this year, new Required Minimum Distribution (RMD) rules allow them to further defer 
tapping into tax-deferred retirement accounts. This is beneficial when managing taxable income and strategically 
converting from tax-deferred accounts to Roth IRAs. In a sense, it is giving them more years to trigger taxes at 
their discretion. 
 
All things considered, we believe SECURE Act 2.0 creates greater flexibility and increased opportunities. 
Fundamentally speaking, this will be a crucial year to meet with your Smedley Financial wealth advisor to 
discuss how you can take advantage of the changes.   
 
For more information regarding SECURE Act 2.0, listen to our webinar at SmedleyFinancial.com or look for 
new episodes of the Power Up Wealth podcast.
 
We hope you have a joyful and successful 2023.  

Sharla J. Jessop, CFP® 
President 

Executive Message

Keeping Up With Change

Tax documents will be mailed as late as March 4th. If you made a Qualified Charitable 
Distribution, please make sure you describe it accurately to your CPA. You want to avoid 

amending your taxes later.

Tax Documents and QCDs

Save the Date
The SFS Money Matters Women’s Conference is coming on Friday, April 28th! 

Watch your email for more information on how to register.



have a Roth IRA that has been 
open for more than five years, 
you may be in luck. You may 
be able to roll over your Roth 
401(k) into a Roth IRA and 
take out the contributions. 
Keep in mind that your Roth 
IRA must have been open for 
five years before you can take 
a distribution. Also, ensure 
you have clear records of how 
much you contributed versus 

how much your earnings are. If 
you take out the Roth earnings before you are over 59 ½, 
you will pay a 10% penalty.

Rollovers for Business Startups (ROBS) 
If this was the nudge you needed to start a business, a 
good opportunity that most people haven’t heard of is a 
Rollover for Business Startups or ROBS. Your 401(k) 
must be over $50k, and you must find a company that 
will help you establish a self-directed 401(k). Then 
you can use the 401(k) to help fund your startup. Like 
everything, there are numerous caveats, and you should 
consult a qualified expert, CFP or CPA, to see if this is 
right for you. 

Potential ways to avoid the 10% penalty
There are types of withdrawals that may avoid the 10% 
penalty, like paying health insurance premiums, federal 
taxes, or unreimbursed deductible medical expenses. You 
can also consider Substantially Equal Periodic Payments 
(AKA 72(t) distributions). Even though you still must 
pay ordinary income taxes, at least you would avoid the 
10% penalty. While I can’t explain each of those in this 
article, know they are available. Please consult with one 
of our Certified Financial Planners (CFP) or a CPA to 
make sure you understand all the rules.

If you want to create a financial plan that would model 
the impact of your decisions, consult with one of our 
advisors to determine the right course for you. Our goal 
is to help you create security and then find independence 
and freedom.
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Should I tap into my 401(k)?
By Mikal B. Aune, CFP®

Being laid off feels like a 
gut punch. As you transition, 
you might wonder what the 
ramifications would be if you 
tapped into your retirement 
savings. The general rule is 
to leave your 401(k) alone as 
long as possible unless you 
have enough money to retire 
early. However, tapping into 
your 401(k) may be the only 
option to help you stay afloat. 
Alternatively, you may be 
considering starting a business, and your 401(k) could 
be a way to turn that dream into reality. Many of these 
questions can only be answered with proper financial 
planning, where we can model the impact based on the 
size of assets, the size of withdrawals, and the time until 
retirement. Here are some things to keep in mind if you 
are considering tapping into your 401(k). 
 
Since 401(k)s are designed for retirement, if you take a 
withdrawal before turning age 59½, you will have a 10% 
penalty on top of ordinary income taxes. For example, 
if you are in the 24% federal tax bracket, you would pay 
that, an additional 10% penalty, and your normal state 
income taxes (around 5% in Utah). That would be a loss 
of 39%. To net a $10,000 distribution from your 401(k), 
you would need to take out $16,393. Ouch!  
 
If taking money from your 401(k) is your only option, 
below are a few ways to reduce taxes, avoid taxes, or 
escape the 10% penalty. 

Reduce taxes
One tactic to reduce taxes is to split your income over 
two years. If you had a good amount of income during 
the year you were laid off, try delaying taking from your 
401(k) until the following year, if possible. If you don’t 
have much income in the year following, you may end 
up in a lower tax bracket, and in that case, you would 
pay less in total tax. 

Tax-free withdrawals
If you have contributed to your Roth 401(k) AND you 

Sources: (1) https://www.bankrate.com/retirement/ways-to-take-penalty-free-withdrawals-from-ira-or-401k/
(2) https://www.guidantfinancial.com/financing-solutions/401k-business-financing/

Retirement Ready
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By Jordan R. Hadfield, CFP®

The SECURE Act 2.0 also eliminates the mandatory 
RMDs from 401(k) Roth accounts starting in 2024. 
This was a much-needed change as Roth IRA accounts 
have never had mandatory distributions. Because Roths 
grow tax-free, the longer we can leave assets in them, 
the better. The Act also expanded Roth options to 
include other retirement-type accounts and employer-
matching contributions. We are very excited to see this, 
as the Roth may be the greatest wealth-building vehicle 
available. 

Another welcome change pertains to the 529 education 
savings account. In years past, there were two options if 
an account beneficiary did not use all the assets available 
to them. They could take a taxable cash distribution and 
pay a 10% penalty, or a new beneficiary could be named. 
Starting in 2024, account owners will have a third 
option; they will have the ability to roll 529 assets into 
a Roth IRA in the name of the beneficiary. This change 
makes the 529 plan even more attractive for those 
planning for future qualified education expenses.

With a new year and the passing of SECURE Act 
2.0, there are many changes taking place in the world 
of personal finance, particularly when it comes to 
retirement planning. The SECURE Act 2.0 was included 
in a 4,155-page, $1.7 trillion piece of legislation that 
passed on December 29, 2022. I have studied the Act 
in detail and outlined here what I believe to be the key 
points of interest. 
 
Just like its predecessor, the SECURE Act 2.0 has 
pushed back the age for required minimum distributions 
(RMDs) from retirement accounts. We are happy to see 
this change as it provides greater freedom and flexibility 
to investors and allows assets to grow tax-deferred for 
a longer period of time. However, it also adds a greater 
need for tax and distribution planning as retirement 
accounts can end up with larger balances and fewer 
years of required distributions.

In addition to RMD extensions, the penalty for failure 
to take an RMD has been reduced from 50% to 25%. If 
a forgotten RMD is taken “within a timely manner,” the 
penalty will be further reduced to 10%. We applaud this 
change. 

SECURE Act 2.0

Wealthy Ways



For those over 50, retirement accounts allow for 
additional catch-up contributions above the standard 
contribution limits. This has long benefited investors 
who are nearing retirement. The SECURE Act 2.0 added 
a “super catch-up” contribution ability for those ages 60, 
61, 62, and 63. 

 
In my opinion, the most exciting part of the SECURE 
Act 2.0 was not what was in the Act but what was left 
out. Rumors have swirled for months regarding changes 
that would prohibit current strategies. We could not be 
happier seeing that the backdoor Roth options were 
untouched. This is great news indeed.  
 
The SECURE Act 2.0 adds greater flexibility and many 
desired saving and investing opportunities. Although 
many of the benefits are not yet available, we look 
forward to their implementation. We also look forward 
to helping our clients adjust their financial plans and 
strategies to take advantage of what the SECURE Act 
offers. If you have questions about the SECURE Act 
2.0 and what adjustments should be made to better help 
you reach your financial goals, please reach out to us 
directly. We look forward to speaking with you. 

It is now possible to save more money in your tax-
advantaged retirement accounts. Although rising 
contribution limits for 2023 did not come by way of the 
SECURE Act, the Act did include beneficial changes 
that will also result in greater savings limits. 

 

Annual contribution limits have also increased for 
Health Savings Accounts (HSA). These are fantastic 
vehicles for tax-advantaged medical savings for those 
who qualify.
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Wealthy Ways

SFS releases new Power Up Wealth podcasts on timely and timeless financial principles. In 
the coming weeks, we will be doing a deep dive into each article written in this newsletter. 
Subscribe wherever you get your podcasts or listen at SmedleyFinancial.com.

Upcoming Podcasts

SECURE Act 2.0



These segments are earmarked for different phases of 
time in your retirement. Usually, the first is for years 1-5, 
the next is for years 6-10, and so on. The last segment is 
for 20+ years. 
 
Each bucket is given a varying risk that correlates to the 
time frame. The segments that will be used sooner, like 
the first one, will be invested more conservatively in 
assets that will not fluctuate as much with the markets. 
On the other hand, the last bucket will be invested more 
aggressively to grow with the fluctuations in markets 
over a longer period of time. This way, the income that 
you need now is safer, and the assets you don’t need to 
draw on just yet can beat inflation. They will grow to 
sustain your retirement long-term. 
 
Why do we implement the Lifetime Income Plan? Well, 
because despite our best wishes, the market does not 
move in a straight line. You might be surprised to find 
out that, although the market has gone up 7-8% annually 
on average, there are good and bad years.  
 
In some years, the market gains 21%; in others, it 
loses 18%, for example. This strategy is built for both 
situations. Good years are just that, good years. After 
the bad years, the more conservative accounts have been 
protected and can be drawn on for income. Your more 
aggressive accounts lose in the short term, but they have 
time to come back in the long run. 
 
Then, for all the times that are not so good, it pays to 
have the peace of mind that you are still on track. With 
the Lifetime Income Plan, we can confidently say you 
and your money are going to be okay. 

6     Money Moxie®

In a recent appointment 
with prospective clients to 
SFS, we were discussing 
the pros and cons of 
having us manage their 
investments. 
 
Previously, these clients 
thought of keeping 
their 401(k) with their 
current company, even 
in retirement. We then 
brought up the Lifetime 
Income Plan strategy and 

its power to sustain someone through retirement, even 
through difficult markets and unexpected expenses. To 
this, the clients reacted with a smile, “This is great! Why 
doesn’t everyone do this?”  
 
At that moment, I couldn’t help but think that’s the 
magic of the Lifetime Income Plan.  
 
So, what is the Lifetime Income Plan? Put simply, it’s 
a strategy we deploy to ensure your assets and income 
can help you maintain a comfortable lifestyle throughout 
retirement.  
 
The plan provides growth that can outpace inflation 
and distributions that are not as affected by market 
downturns. We have seen plenty of both of these 
recently. The strategy helps give you confidence when 
you wonder if your money will last. 
 
How do we do it? The plan is set in motion by putting 
your money into multiple “buckets” or “segments.” 

Distribution Planning

The “Magic” of 
Lifetime Income 

Planning
By Parker Thompson
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1. Smiths.com, 1/18/2023.
2. Jennifer Williams-Alvarez, “Conagra CFO Doesn’t See Need for Big Price Increases in Near Term, The Wall Street Journal, 1/12/2023.
All other data from Federal Reserve Bank of St Louis. Investing involves risk, including the potential loss of principal. The S&P 500 index is widely considered to 
represent the overall U.S. stock market. One cannot invest directly in an index. Past performance does not guarantee future results. The opinions and forecasts expressed 
are those of the author and may not actually come to pass. Diversification does not guarantee results. This is not a recommendation to purchase any type of investment.

The Fed will not ignore high inflation. 
Last year, it began raising short-term 
interest rates at the fastest pace in 40 
years. Bonds became less attractive and 
had perhaps their worst year ever. Stocks 
dropped as fear grew. 

Inflation is coming down. At its peak in 
2022, it was just over 9%, and it ended the 
year around 6.5%.   
 
The Fed is not done. Its goal is to get 
prices stable enough that businesses can 
focus on what they do rather than on 
changing prices. The same goes for all 
Americans. The target is 2%. The Fed will 
slow the economy until it feels confident it 
has reached its goal.

Higher rates have caused new mortgages 
and car loan payments to nearly triple. 
One would think that everything would be 

falling. But it takes time for these dominos to fall. After 
all, most people will choose not to sell their home if they 
cannot get a “good price” for it.

I am watching employment. Weekly claims for new 
unemployment are reported each Thursday. National 
employment rates are typically released on the first 
Friday of the month. For now, employment is strong. If 
that changes, then we will have a recession. 

Recessions bring challenges, especially for those without 
work. They are also a naturally occurring part of the 
economic cycle. There have already been six in my 
lifetime. Each is unique and offers lessons, especially to 
younger adults experiencing their first as independents.  
 
Americans have always found a way to bounce back. In 
addition, if inflation comes down and stays down, the 
Fed will have the flexibility to help us out again. Let’s 
just hope it uses its powerful tools wisely. 

Like you, I am tired of rising prices. At 
a local store, a dozen eggs cost $4.99.1 
I remember when they were $0.99. 
Fortunately, we see signs of inflation 
relief. Unfortunately, this was just one 
domino in a series that began falling 
years ago and will likely continue. 
 
When the economic crisis of 2008 hit, 
we were told that the only people smart 
enough to get us out of it were those who 
got us into it. Their solution was to save 
failing companies, lower interest rates, 
and buy bonds to push up investment 
prices.  
 
The Federal Reserve (Fed) added around 
$1.3 trillion to the financial system in the 
first three months. Many feared a rise in 
inflation, and it never happened. 
 
Printing money without negative 
consequences became normal, especially for the Fed. 
When the pandemic came, it made sense that the 
government would do it again. This time, it added 
around $9 trillion to the economy over two years–much 
sent directly to Americans. This time, it was too much. 
Spending increased dramatically, and prices followed. 
 
Conagra, which makes Hunt’s ketchup, raised prices 
in all four quarters of 2022. Facing rising costs for 
materials and labor, it bumped prices by 8.6%, 13.2%, 
14.3%, and finally, 17%. Americans just kept buying. 
Profit rose 38% from a year earlier. Now, there are signs 
that Conagra (and likely other companies) went too far. 
According to the CFO, David Marberger, consumers are 
tired of higher prices and are changing their shopping 
habits. Sales are dropping.2  
 
Consumers have been surviving on savings and debt. 
In December, consumer spending fell by 1.1%. That is 
a drop of around $7 billion in sales. If January shows a 
similar decline, it will be meaningful and painful. 
 

Is High Inflation Over? What’s Next?
By James R. Derrick Jr., CFA®

Market Viewpoint
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Your SFS Team
Smedley Financial Services, Inc.® is an independent registered investment advisory firm. We work for our clients. Our 
wealth managers have the flexibility to implement our financial plans, retirement plans, and income distribution plans 
using strategies that work toward each client’s needs and goals. We work with individuals, businesses, and family estates. 
We provide financial solutions for your life.  

Retirement
•Social Security Maximization Strategies
•Medicare Supplement 
•Guaranteed Income (Annuities)
•Lifetime Income Planning

Smedley Financial Services, Inc.®, a registered investment advisory firm since 1982  
102 South 200 East, Suite 100  P.O. Box 4133  Salt Lake City, Utah 84110-4133   

801-355-8888      800-748-4788  
info@SmedleyFinancial.com  
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