
New tax laws impacting individuals and 
tax-exempt organizations

Highlighted below are new tax law provisions that 
Congress passed in December 2019 and that took 
effect on January 1, 2020. 

Individuals: The SECURE Act 

The Setting Every Community Up for Retirement 
Enhancement (SECURE) Act, signed into law 
on December 20, 2019, has wide-ranging 
consequences for individuals and their estate and 
income tax planning.  

IRAs and 401(k)s

• Increases the required beginning age to take 
IRA required minimum distributions (RMDs) 
from 70½ to 72. 

People born before July 1, 1949, fall under the 
pre-2020 law and must take or continue to take 
an RMD in 2020 and thereafter. Beneficiaries of 
inherited IRAs and all other people in “pay status” 

on December 31, 2019, remain in pay status. (Pay 
status refers to assets for which the owner has 
begun taking an RMD.) Participants in employer-
provided retirement plans can still delay taking 
RMDs until April 1 of the year after the year they 
retire. 

• Repeals the maximum age for traditional IRA 
contributions. Contributions by employed 
persons to IRAs are no longer restricted by age. 
Formerly, an employed person older than 70½ 
could not contribute to an IRA. Now, many 
people working past age 70 will benefit by 
continuing to add to their IRAs. 

• Eliminates “stretch” IRAs. After the death of 
the original IRA or 401(k) owner, distributions 
to beneficiaries must be completed by the 
end of the tenth calendar year following the 
owner’s date of death. 

Executive Summary 

• New tax laws effective January 1, 2020, include important changes 
affecting individuals and tax-exempt organizations. 

• The SECURE Act delays IRA required minimum distributions from age 70½ 
to 72, repeals the maximum age for IRA contributions and eliminates 
“stretch” IRAs for beneficiaries. 

• The law partially relaxes 529 plan distribution rules regarding repayment 
of qualified education loans and allows coverage of apprenticeship 
program costs.

• The law reduces the tax rate on a child’s unearned income by repealing 
a recent revision of the “kiddie tax.” 

• For tax-exempt organizations, a new law repeals certain taxes on 
employee fringe benefits, modifies the private foundation excise tax 
and postpones e-filing requirements.
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Formerly, the stretch IRA enabled beneficiaries 
to continue growing assets inside the IRA tax-
free and permitted distributions of the IRA to be 
made over many years. 

Exempted from this provision are surviving 
spouses, minor children of the deceased owner, 
chronically ill or disabled beneficiaries, and 
persons not more than 10 years younger than 
the deceased owner. For further discussion on 
the estate and income tax planning implications 
of this change, see our analysis on planning for 
retirement accounts after the SECURE Act.

• Creates new withdrawal rights. IRA and 401(k) 
owners can withdraw up to $5,000 per spouse 
without penalty to help with costs related to 
a child’s birth or adoption. The withdrawal 
remains subject to income tax. 

Two new categories of income qualify as 
compensation allowing IRA contributions within 
specified limits:

1. Taxable non-tuition fellowship and 
stipend payments

2. Nontaxable “difficulty-of-care” 
payments earned by home health care 
workers

• Qualified charitable distributions (QCDs) 
have not changed. IRA owners age 70½ and 
older are permitted to make up to $100,000 
of charitable distributions from the IRA per tax 
year, provided they are paid directly by the 
IRA custodian to a qualified charity. These 
qualified distributions are excluded from 
the owner’s taxable income and can count 
toward the owner’s RMD.

529 education plans (qualified tuition 
programs)

A 529 education savings plan is an effective way 
to save for higher education. The distribution rules 
have been partially relaxed. 

• Beginning January 1, 2020, tax-free 
distributions (up to $10,000) are allowed to 
pay the principal or interest on a qualified 
education loan. This applies not only to the 529 
plan beneficiary, but also to the beneficiary’s 
siblings. The $10,000 is an aggregate, not 
an annual, amount for each individual 
beneficiary.

• For distributions made after December 31, 
2018, tax-free distributions from 529 plans can 
be used to pay for fees, books, supplies and 
equipment required for the beneficiary’s 
participation in an apprenticeship program. 

Reducing the “kiddie tax”

• Prior to the 2017 enactment of the Tax Cuts 
and Jobs Act (TCJA), the net unearned 
income of a child was taxed at the parents’ 
rate if the parents’ rate was higher than the 
child’s rate. The SECURE Act brings back this 
provision and makes it available not just for 
2020 forward, but also for 2018 and 2019 —
reducing the tax rate on a child’s unearned 
income.

• The 2017 TCJA taxed the net unearned 
income of a child at brackets applicable to 
trusts and estates, resulting in income greater 
than $12,400 being taxed at 37 percent or 
higher. The repeal was specifically intended 
to lower taxes on unearned income for Gold 
Star children, the children of deceased military 
personnel and first responders.



Individual income tax changes

• Medical expense deduction floor threshold
is lowered. The 2017 law raised the threshold
so that only medical expenses exceeding
10 percent of adjusted gross income could
be itemized and deducted. The SECURE Act
extends the lower threshold of 7.5 percent until
December 31, 2020.

• Deduction for qualified tuition and related
expenses is extended. The deduction was to
expire in 2017 but the new law retroactively
extends the deduction for eligible students
until the end of 2020.

Tax-exempt organizations

• Repeals the increase in unrelated business
taxable income for certain fringe benefit
expenses. The new law repeals a provision of
the 2017 tax law that subjected tax-exempt
organizations to unrelated business income
tax on the value of qualified parking and
transportation fringe benefits provided to
employees.

The Taxpayer First Act of 2019 — tax-
exempt organizations

Signed into law on July 1, 2019, and effective 
for all tax-exempt organizations for tax years 
beginning thereafter, the requirements for 

tax-exempt organizations were changed to 
require electronic filing of all returns in the Form 
990 series and Form 8872.

• Previously, only (i) private foundations, (ii) large
tax-exempt organizations having total assets
of at least $10 million, (iii) small organizations
choosing to file the Form 990-N and (iv) certain
4947(a)(1) trusts were required to e-file their
returns.

• On December 16, 2019, the IRS announced it
was postponing the required electronic filing of
Form 990-EZ. Additionally, the IRS will continue
to accept paper filings of Form 990-T and Form
4720 until the Service has rolled out electronic
versions of those forms.

The Taxpayer Certainty and Disaster Tax 
Relief Act of 2019 — private foundations

The private foundation excise tax on net 
investment income is modified to a flat tax 
of 1.39 percent for all tax years beginning 
after December 20, 2019. Previously, private 
foundations paid an excise tax of 2 percent, 
which could be reduced to 1 percent if the 
private foundation reached certain distribution 
requirements.

For more information, visit us at Glenmede.com.
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