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Exit planning helps business-owners plan for possibly 
the single most important financial event of their lives: 
the transition out of their businesses!
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What is Exit Planning?

“Exit Planning is a process that results in the creation and execution 
of a strategy allowing business owners to exit their businesses on 
their terms and conditions. It is an established process that creates a 
written road map, or Exit Plan, often involving efforts of several 
professionals, facilitated and led by an Exit Planning advisor who 
ensures not only the plan creation, but its timely execution.” 

– John H. Brown, Author

How to Run Your Business So You Can Leave It in Style

Real Solutions. 
Real Relationships. 

Beyond the Numbers.

80% of business owners plan to stop working in 
their businesses in the next 10 years.
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75% of business owners would exit today if their 

financial security were assured.
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80% of business owners believe that a 
successful exit will result from careful planning.
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56% of business owners have

discussed their exits with their spouses and family.

But . . .

Real Solutions. 
Real Relationships. 

Beyond the Numbers.

42% of business owners have talked to someone 
whom they considered trained in or an expert of Exit 
Planning.
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100% of business owners will leave their businesses at 
some point – willingly or not!
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Challenges / Roadblocks

• Lack of Confidence in Public Markets.

• Recent Tax Law Changes.

• Employee Challenges.

• Rising Health Care Costs.
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Challenges / Roadblocks

• Increased Life Expectancy.

• Internet Competition.

• Political Ping Pong.

• All of these have had an effect on:

• A company’s ability to grow.

• Funding retirement.
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Ingredients for Success

1. A written Exit Strategy Plan 
based on an owner’s 
objectives.

2. Designed and implemented 
by an experienced team of 
advisors.

3. Cash flow, maximizing value.
4. Management Team capable 

of running the business.
5. Time.
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Team of Professional Advisors

• No one professional has all the answers.

• Diverse skills and talents are necessary.

• Team approach minimizes time and cost.
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A Better Way. . . A Better Way…
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Components of a Comprehensive Exit Plan 
within the Seven Step Exit Planning Process™* 

OWNER 
OBJECTIVES

BUSINESS & 
PERSONAL 
FINANCIAL 

RESOURCES

MAXIMIZING & 
PROTECTING 
BUSINESS VALUE

OWNERSHIP 
TRANSFERS TO 
THIRD PARTIES

OWNERSHIP 
TRANSFERS TO 
INSIDERS

BUSINESS 
CONTINUITY

PERSONAL 
WEALTH & 
ESTATE 
PLANNING
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Values-based Objectives

The following goals are often developed by asking yourself two questions: 

• What is my vision for the company without me? 
• What is my vision for me without my company?

1. Retire to pursue personal goals i.e. travel, grandchildren, hobbies, etc.
2. Family harmony.
3. Legacy.
4. Maintain culture.
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Values-based Objectives

The following goals are often developed by asking yourself two questions: 

• What is my vision for the company without me? 

• What is my vision for me without my company?

5. Provide for employees.

6. Community.

7. Civic or Charitable.

8. Take business to the next level.

9. Minimize Taxes.
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FINANCIAL 
INDEPENDENCE 
& OTHER LIFE 

GOALS

EMPLOYMENT

- W2 INCOME
- BENEFITS

PROPERTY

- PROPERTY
- REAL ESTATE
- EQUIPMENT BUSINESS

- BUSINESS 
ASSET

What Do I Have?

YOUR 
FINANCIAL

INDEPENDENCE
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What Do I Need in Order to Exit? What Must I Have? 

• Am I willing to exit the business, and transfer ownership and control 
without assurance of financial security?

• What amount of annual income (pre-tax) do I need post-exit?

• How much income or capital do I want in excess of my financial 
security need? 

• Do I want my family to receive this level of income if I don't survive?

• Accurate information.
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Identifying The Gap

What Do I have? What Do I Want?

Is There A 

Gap?
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How Do We Get There?

• A tax-effected personal plan that incorporates business cash flows 
as well as the transfer that is reviewed at least annually.

• Cash Flow Modeling for the business in order to project future 
growth and to model transition decisions.

• Business Valuation.

• Road Map that incorporates the Seven Step Exit Planning 
Process™.

• An advisor team led by an Exit Planning Advisor focused on 
implementation.
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Business Valuation

• “Back of the Napkin.”

• Calculation of Value.

• Opinion of Value.
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The Investment Value Principle

Simple Formula:

V=C/R

Where;

V stands for value.

C stands for cash flow or benefit stream.

R stands for risk.
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Maximizing & Protecting Business Value
• Timeliness and accuracy of internally 

prepared financial statements. 

• Effectiveness of forecasting/budgeting. 

• Key Performance Indicators.

• Shareholder Value.

• Enterprise Value minus Debt.

• Key Value Drivers.

• Liability.

• Product.

• Fiduciary.

• Employee.
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Growing Business Value

Current Assumptions:

Business Growth

15%

Range of Value Multiple

4-6
Current Multiple

4
Improved Multiple

6

Current Free Cash Flow

$1,000,000
Number of Years

5
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Growing Business Value Current  Multiple

Profit(EBITDA)= $1,000,000 Business Asset Value= $4,000,000

Value Multiple 
of 4

This Photo by Unknown Author is licensed under CC BY-SA
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Growing Business Value Current Multiple In Five Years

Profit(EBITDA)= $2,001,136 Business Asset Value= $8,004,544

Value Multiple 
of 4

This Photo by Unknown Author is licensed under CC BY-SA
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Growing Business Value Improved Multiple In Five Years

Profit(EBITDA)= $2,001,136 Business Asset Value= $12,006,816

Value Multiple 
of 6

This Photo by Unknown Author is licensed under CC BY-SA
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Investing in your team and their processes could triple 
your business value.

$4,000,000 vs. $12,000,000
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Building your business  =      OPTIONS!!

for Sale OR Succession
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Ownership Transfers to a Third Party

• Identification of potential third-party buyers. 

• Key value drivers to third-party market.

• Managing EBITDA.

• Multiples.

• Synergistic Sale.
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Ownership Transfers to Insiders

• Family

• Management

• ESOP

•
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Parents Often Hope a Child Will Take Over The Business

The “Vision”
• Joy of working together.

• The business is the “glue”.

• Gradual retirement.

• Continued income stream.

• Maintain control of business through 
children.

• Family pride/tradition.

The “Brick Wall”
• Children don’t get along.

• Children have different career goals or visions 
for business.

• Parents didn’t achieve financial independence 
prior to transferring.

• Children lobby hard for significant ownership 
before they or their parents are ready.

• Children don’t have the same desire, ambition, 
or aptitude.
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Transfer to Family Members

Capable Successor

How is this 
assessed?

Manager vs. Leader

Coaching

Prepared Business

Value drivers in 
place?

Who is responsible 
for this?

Rewards?

Ready Owner

Plan in place

Emotionally ready

Second Act?
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Business Continuity

• Protect the Business Entity.

• Loss of Property.

• Loss of Human Capital.

• Loss from Business Liability.

• Buy-Sell Agreement.

• Document a Continuation of 
Leadership.
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Personal Wealth & Estate Planning

• Distribution of Assets. 

• Your Financial. 
Independence.

• Your Family.

• Your Social Interests. 

• Review.

• Revise.
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What Is The 8th Step?
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A Plan That Is Reviewed & Revised At Least Annually
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Benefits of Exit Planning

• Maximize Value.

• Higher Business Value.

• Industry Leadership and Reputation.

• Minimize Risk.

• Risk During the Transition.

• Risk of Excessive and Unnecessary Taxes.

• Stay in Control.

• Set Your Own Timeline and Terms.

• Set Your Business on the Course You Think is Best.
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Can you answer “Yes” to all seven questions?

• Do you know your exact retirement goals and what it will take, in cash, to reach them? 

• Do you know how much your business is worth today, in cash? 

• Do you know to position your business to maximize enterprise value? 

• Do you know how to sell your business to a third party and pay the least possible taxes? 

• Do you know how to transfer your business to family members, co-owners, or employees while 
paying the least possible taxes and enjoying maximum financial security? 

• Do you have a continuity plan for your business if the unexpected happens to you? 

• Do you have a plan to secure financial independence for your family if the unexpected happens 
to you? 
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Contact Us!

Kim Kinnaman, CPA, CVA
Vice President
kkinnaman@hsccpa.com
812.491.1372

Kyle Wininger, CPA, CICA, CVA, CFE, PFS
Vice President
kwininger@hsccpa.com
812.491.1412

Information and statistics used
in this presentation were
compiled with the help of
Business Enterprise Institute, Inc.
and are presented here pursuant to a valid license.
© 2015-2022 Business Enterprise Institute, Inc. All rights reserved.
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Curiosity ▶ Deeper Questions ▶ Stronger Connections = Improved Results

Trevor Blondeel   |   519–933–5425   |   trevor@manufacturinggreatness.com 
Scan to Get Ten Great Questions that Drive Deeper Conversations:    

The Expectation Gap

The Showing Up Gap

The Action Gap

Questions for Bridging the Expectation Gap

Questions to Understand Our Impact

Questions for Digging Deeper

What we                                                                                                                                              

vs.                                                                                                                                                         

How we                                                                                                                                                

vs. How Others                                                                                                                                 

The Actions we                                                                                                                                 

vs.                                                                                                                                                        

1.  What is going on?

2.  What does “good” look like to you?

3.  How can I support?

1.  Are we connecting on this topic?

2.  Is this conversation helpful?

3.  How am I making you feel?

1.  What are your apprehensions?

2.  What would make this successful?

3.  What could you do right now to address that?

Manufacturing 
Greatness
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Navigating the Sunset of the 
Estate Tax Exemption
Lacy Bender, CPA, MBA, MST

November 14, 2023
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Agenda

• Impacts of the Tax Cuts and Jobs Act on gift and 
estate tax planning.

• Planning opportunities in the current 
environment.

• Other common strategies.

• Proactive planning to ensure favorable 
outcomes.

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM 
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to 
RSM International resources through RSM US LLP but are not member firms of RSM International.
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Impacts of Tax Cuts and Jobs Act

• TCJA increased the lifetime gift and estate tax exemption from $5 million to $10 million.

• Indexed annually for inflation.

• The 2023 exemption is $12.92 million per person. 

– $25.84 million for a married couple.

• The 2024 exemption is $13.61 million per person. 

– $27.22 million for a married couple.

• Applies to lifetime gifting, the remainder is applied to the estate upon death.

• Estate tax rate is 40%.

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM 
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to 
RSM International resources through RSM US LLP but are not member firms of RSM International.
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Impacts of Tax Cuts and Jobs Act

• Sunsets end of 2025.

• January 1, 2026, exemption reverts to $5 million per person (indexed for 
inflation).

• Increased exemption must be used before expiration, or the opportunity 
will be lost (use it or lose it).

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM 
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to 
RSM International resources through RSM US LLP but are not member firms of RSM International.
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EXAMPLE – Use it or lose it

2023 Exemption                                     $12,920,000

Lifetime gifts over annual exclusion    $1,000,000

Remaining 2023 Exemption                 $11,920,000

2026 Exemption (no law changes)        $7,000,000

Lifetime gifts over annual exclusion    $1,000,000

Remaining 2026 Exemption                   $6,000,000

Exemption lost $5,920,000

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM 
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to 
RSM International resources through RSM US LLP but are not member firms of RSM International.
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Anti-Clawback Rules

• Final Regulations published in Nov. 2019.

– Eliminates any potential clawback.

– Applies where the exemption is less at the date of death than the 
exemption allowable at the time that gift tax was computed regarding 
a decedent’s lifetime gifts.

• Proposed Regulations published in April 2022 to limit clawback
rule. 

– Creates an exception to the special anti-clawback rule to address 
perceived abuse of the rule. 

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM 
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to 
RSM International resources through RSM US LLP but are not member firms of RSM International.
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EXAMPLE – Anti-Clawback Rules

2023 Exemption                                     $12,920,000

Lifetime gifts over annual exclusion   $12,920,000

Remaining 2023 Exemption                                   $0

2026 Exemption (no law changes)        $7,000,000

Lifetime gifts over annual exclusion  $12,920,000

Remaining 2026 Exemption                                   $0

Benefit gained from using excess exemption

$5,920,000 * 40% = $2,368,000

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM 
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to 
RSM International resources through RSM US LLP but are not member firms of RSM International.
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Proposed Regulation - Anti-Clawback Rules
• Does not apply to:

– Sec. 2035, Adjustments for certain gifts made within three 
years of decedent's death;

– Sec. 2036, Transfers with retained life estate;

– Sec. 2037, Transfers taking effect at death;

– Sec. 2038, Revocable transfers; and

– Sec. 2042, Proceeds of life insurance.

– Transfers made by an enforceable promissory note that remains 
unsatisfied at death, and

– Certain transfers subject to the special valuation rules of Code 
sections 2701 and 2702.

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM 
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to 
RSM International resources through RSM US LLP but are not member firms of RSM International.
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Portability

• Allows transfer of deceased spouse’s unused estate and gift tax exemption 
to the surviving spouse.

• Not automatic, election must be made on a timely filed estate tax return 
(Form 706).

• In June of 2022, the IRS updated the simplified method for portability 
elections allowing up to 5 years from the date of death to file a return to 
make this election.

• American Taxpayer Relief Act of 2012 made permanent.

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM 
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to 
RSM International resources through RSM US LLP but are not member firms of RSM International.
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EXAMPLE – Portability
Facts: 

• Married couple, both with full exemption remaining.

• First spouse to die has an estate of $12,920,000.

• Entire estate passes directly to the spouse, utilizing marital deduction.

Gross estate                                   $12,920,000

Marital deduction                        ($12,920,000)

Taxable estate                                                  $0

• Unused exemption passes to surviving spouse $12,920,000. 

• Surviving spouse has his/her remaining exemption upon death + $12,920,000 
from deceased spouse.

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM 
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to 
RSM International resources through RSM US LLP but are not member firms of RSM International.
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Generation Skipping Tax (GST)

• Another layer of tax, separate from estate and gift tax.

• Not an additional exemption but is an election to apply to gift and estate 
transfers.

• Applies to assets transferred to a “skip person”.

– More than 1 generation below the transferor (grandchildren), or

– Unrelated person that is more than 37 ½ years younger than the transferor.

• Additional 40% tax.

• Portability does not apply to GST.

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM 
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to 
RSM International resources through RSM US LLP but are not member firms of RSM International.

Real Solutions. 
Real Relationships. 

Beyond the Numbers.

GST Trust Planning

• Common to create GST trusts to transfer assets to multiple generations and 
they will not be subject to the additional 40% GST tax while the assets stay 
in trust.

• When trust is terminated, assets are distributed to the beneficiary and are 
includible in the beneficiary’s taxable estate.

• Normally, these trusts are set up for long durations of time. Depends on the 
state the trust is set up.

• Commonly referred to as dynasty trusts.

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM 
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to 
RSM International resources through RSM US LLP but are not member firms of RSM International.
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Location and Situs Planning
• Trusts are formed and governed under state law.

• Offers opportunities on which state to set up the trust. 

• You don’t have to live in the state, but the trust must be administered in the 
state. 

• Generally, the “best trust states” 
– Have no state income tax or estate or inheritance taxes,

– Allow trusts to last for generations, and

– Offer strong protection of trust assets against creditors and lawsuits.

• Popular states – Alaska, Delaware, Nevada, New Hampshire, South Dakota, 
Tennessee, and Wyoming.

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM 
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to 
RSM International resources through RSM US LLP but are not member firms of RSM International.
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Planning Strategies

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM 
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to 
RSM International resources through RSM US LLP but are not member firms of RSM International.
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Strategic Gifting

• Strategic gifting may look different depending upon your life expectancy, estate planning 
goals, portfolio of assets, current economic environment, and technique being utilized.

• Assets includible in your taxable estate receive a step-up in basis. 

• May be advantageous to retain assets with large unrealized gains (low basis assets) to 
receive a basis step-up.

• May be advantageous to gift assets that you expect to appreciate to remove the future 
appreciation from your estate.

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM 
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to 
RSM International resources through RSM US LLP but are not member firms of RSM International.
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Strategies Attractive With Current Interest Rates

Qualified personal residence trusts (QPRTs)

• Available for a primary residence or vacation home.

• Freezes the value of the residence at the time the trust is created.

• Transfer of property to trust is a taxable gift.

• Allows the owner to remain living in the property with a “retained” 
interest.

• At the end of term, asset transfers to the beneficiary. Grantor pays FMV 
rent to the beneficiary for the use of the property.

• Higher interest rate = lower taxable gift.

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM 
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to 
RSM International resources through RSM US LLP but are not member firms of RSM International.
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Strategies Attractive With Current Interest Rates

Charitable remainder annuity trust (CRAT)

• Ability to transfer highly appreciated assets and avoid capital gains. 

• Allows for a fixed income stream for up to 20 years.

• At the end of the term, the remainder of assets passes to charity.

• Immediate income tax deduction.

• Higher interest rate = higher income tax deduction.

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM 
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to 
RSM International resources through RSM US LLP but are not member firms of RSM International.
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Other Strategies

• Use of grantor trusts.
– Spousal lifetime access trust.

– Intentionally defective grantor trust.

– Irrevocable life insurance trust.

• Utilize annual gifting exclusion.

• Mitigate risk with defined value clauses.

• Review asset performance of existing trusts with “swap 
powers”.

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM 
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to 
RSM International resources through RSM US LLP but are not member firms of RSM International.
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Use of Grantor Trusts

Benefits
• Grantor pays the income tax. 

– Allows grantor to continue to reduce his or her taxable estate.
– Allows for income tax-free growth inside the trust.
– Payment of tax is not considered an additional gift.

Grantor trust status
• Obtained by drafting a trust agreement with certain provisions outlined in IRC 673-

677 and 679 which treat the grantor as the owner of any portion of the trust.
– Power to substitute assets.
– Power to add beneficiaries.
– Power to pay life insurance premiums.

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM 
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to 
RSM International resources through RSM US LLP but are not member firms of RSM International.
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Spousal Lifetime Access Trusts (SLATs)

• One or each spouse makes a gift into a trust to benefit the other 
spouse while removing assets from their combined estates.

• No basis step-up.
• Funding is a taxable gift which reduces lifetime exemption.
• Non-donor spouse is the primary beneficiary so the donor spouse 

may indirectly benefit from the property gifted to the trust. 
– As long as the non-donor spouse is living and remains married to the donor.

• Upon death of the beneficiary spouse, the assets are transferred to 
the remaining trust beneficiaries (usually children and/or 
grandchildren).

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM 
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to 
RSM International resources through RSM US LLP but are not member firms of RSM International.
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Spousal Lifetime Access Trusts (SLATs)

• Careful planning is required to avoid “reciprocal trust doctrine”.
– Applies when the IRS interprets the 2 trusts as constructively similar or 

interrelated.

– Trusts must be sufficiently different.

• Varying provisions in trust.
– Different distribution standards – income only, HEMS, fully discretionary.

– 5x5 power.

– Limited power of appointment.

– Different trustees.

– Funded with different assets.
RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM 
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to 
RSM International resources through RSM US LLP but are not member firms of RSM International.
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Intentionally Defective Grantor Trust (IDGTs)

• Sale to a grantor trust.

• First, the grantor makes an initial transfer of 
assets to the trust (seed gift).

• Second, the grantor sells assets to the trust in 
exchange for a promissory note.

• Sale is ignored for income tax purposes because 
it is viewed as a sale to yourself, so no gain or 
loss is reported.
– Annual note payments are also not taxable.

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM 
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to 
RSM International resources through RSM US LLP but are not member firms of RSM International.
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Intentionally Defective Grantor Trust (IDGTs)

• Commonly used for sale of business interests.
• Offers the ability to take discounts for certain types of 

assets for several different reasons.
– Lack of control.
– Lack of marketability.

• May require restructuring of stock to obtain discounts 
(i.e., separation of stock between voting and non-
voting).
– Voting and non-voting stock does not violate the one class 

of stock rules for S corporations.
– Grantor retains voting stock, sells non-voting stock to trust, 

and receives a discount.

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM 
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to 
RSM International resources through RSM US LLP but are not member firms of RSM International.
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Irrevocable Life Insurance Trust (ILIT)

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM 
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to 
RSM International resources through RSM US LLP but are not member firms of RSM International.

• Created to own and control term or permanent life insurance 
policies.

• Shields life insurance proceeds from taxable estate.
• Typically, funded with annual exclusion gifts to pay annual 

premiums.
• Can own both individual and second-to-die policies.
• Ideally created prior to the application for or purchase of the life 

insurance policy.
• Ability to transfer existing policies.

– Permanent policies, taxable gift to the extent of monetary value.
– Term policies, a taxable gift to the extent of unexpired premiums.

• Policies transferred within 3 years of a person passing away will 
result in the inclusion of the policy proceeds in your taxable estate.
– Does not apply to a bona fide sale of the policy to the trust.
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Annual Gift Tax Exclusion

• Allows an individual to gift a certain amount to a recipient each year without using any of 
their lifetime exemption.

– 2023 - $17,000 per recipient. 

– 2024 - $18,000 per recipient.

• If recipient is a minor, ability to set up gift trusts.

• Payments that do not count toward the annual gift tax exclusion, no limit.

– Paying medical expenses directly to a service provider.

– Paying medical insurance directly to the provider.

– Paying tuition directly to an educational institution.

– Gifts to your spouse.

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM 
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to 
RSM International resources through RSM US LLP but are not member firms of RSM International.
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Tax Hot Topics

Patrick Schroeder, CPA

November 14, 2023
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CONSOLIDATED 
APPROPRIATIONS ACT, 2023
Secure Act 2.0

Real Solutions. 
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Beyond the Numbers.

SECURE 2.0 Act Overview

• The SECURE 2.0 Act builds on the original SECURE 
Act from 2019 and aims to enhance retirement 
savings for Americans.

• It does this by expanding automatic enrollment, 
helping small employers sponsor retirement plans, 
and improving various credits to benefit both plan 
participants and sponsors. It also enhances 
investment options and streamlines plan 
administration.

27

28



11/14/2023

15

Real Solutions. 
Real Relationships. 

Beyond the Numbers.

Automatic Enrollment & Small Incentives

• One significant provision is automatic enrollment. 
• It mandates that, starting in 2023, 401(k) and 403(b) 

sponsors automatically enroll eligible employees in 
plans.

• Employees can opt-out, but this requirement will 
increase plan participation significantly.

• Employers can now offer small immediate incentives, 
such as gift cards, in exchange for employee elective 
deferrals.

Real Solutions. 
Real Relationships. 

Beyond the Numbers.

Retirement Savings Contributions Credit

• Current Law – tiered income tax credit based upon 
AGI (phases out at $36,500 Single / $73,000 MFJ).

• New Law - enhances the existing Saver’s Tax Credit 
for low-to-mid-income workers. The new Saver’s 
Match will replace the nonrefundable Saver’s Credit 
with a 50% government matching contribution into 
the individual’s plan account when this provision 
becomes effective in 2027.
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Catch-Up Limits

• We have catch-up contributions, which are higher 
limits for those aged 50 or older, including IRAs.

• For 2023, $7,500 for most plans; $3,500 for Simple.
• A second level of catch-ups for participants 60-63 for 

years after 2024: $10,000 for most plans; $5,000 for 
Simple.

• IRA catch-ups $1,000.
• These limits are subject to inflation increases.

Real Solutions. 
Real Relationships. 

Beyond the Numbers.

SIMPLE Plans

• The SECURE 2.0 Act allows employers to 
make nonelective contributions to SIMPLE 
IRA or SIMPLE 401(k) plans up to 10% with 
an inflation adjusted cap of $5,000, 
promoting retirement savings.

• Contribution amounts are increased for 
smaller employers.
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Matching Student Loan Payments

• For plan years beginning after 2023, the new law 
provides that employers may make payments to 
qualified plans that match qualified student loan 
payments by employees. 

• The employees must be otherwise eligible for 
matching contributions by an employer, and the 
employer must make matching contributions for 
student loan payments at the same rate as those for 
elective deferrals.

Real Solutions. 
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Beyond the Numbers.

Distributions and Withdrawals

• Required minimum distributions (RMDs) age is 
gradually increased to age 75.
– Starting in 2023:

• Age is increased to 73 for individuals who turn 72 after 
2022 and age 73 before 2033. 

• For individuals who turn 74 after 2032, RMDs must begin 
at age 75.

• Technical correction to the language needed to clarify 
congressional intent.

• Penalty-free early withdrawals are allowed in 
certain circumstances, such as disaster relief 
and domestic abuse.
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Additional Retirement Related Items

• The Act extends the duration for small employers to claim a 
credit, significantly increasing it and phasing it out for larger 
employers.

• A credit for making military spouses immediately eligible for 
retirement plans, addressing the unique challenges they face.

• The Act now allows 403(b) plans, typically used by charitable 
organizations, to participate in Multiple Employer Plans (MEPs).

• The Act eliminates certain actuarial limitations for annuities in 
retirement plans, improving options for participants.

Real Solutions. 
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Beyond the Numbers.

Non-Retirement Provisions

• Conservation easements
– Includes a prohibition on partnerships treating a contribution 

as a charitable conservation easement if the value of the 
easement exceeds 250% of the sum of each partner's basis in 
the partnership allocable to the property upon which the 
easement is placed. 

• Telehealth
– Includes the Health Extenders, Improving Access to 

Medicare, Medicaid, and CHIP, and Strengthening Public 
Health Act of 2022. The Act includes a one-year extension, 
through 2023, of the COVID-era safe harbor applicable to 
HSA’s to retain treatment as a high-deductible health plan 
despite the lack of a deductible imposed on the provision of 
telehealth services.
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Beneficial Ownership Information (BOI) 
Reporting

Real Solutions. 
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Beyond the Numbers.

Beneficial Ownership Information

• Beneficial owners:

– Substantial control or

– 25% ownership

• Ownership information:

– Name

– Date of birth

– Address

– Identifying number (driver’s license, passport, etc.) 
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Company Applicant

• Files the formation documents or

• Registers the company with the state or country of organization or

• Primarily responsible for directing or controlling above.

• Exception: Companies formed prior to 
January 1, 2024.

Real Solutions. 
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Types of Companies Subject to Reporting

• Registered in a state:
– Domestic Corporations.

– LLCs.

– Limited Partnerships.

– Etc. 

• Exceptions: 
– Large Operating Companies.

– Publicly Traded Companies.

– Banks and Financial Institutions.
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Large Operating Companies

• US operations.

• 20 or more full-time employees.

• Greater than $5 million in sales.

Real Solutions. 
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Effective Date

• January 1, 2024.

• Companies formed before January 1, 2024.

– Reports due January 1, 2025.

• Companies formed after January 1, 2024.

– Reports due 30 days after receiving actual or public notice of formation.
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Penalties

• Civil penalties up to $500 per day.

• Criminal penalties for willful intent:

– up to $10,000 and

– imprisonment

Real Solutions. 
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Limitations and Recommendations

• This type of reporting falls outside of tax advice which is outside of 
HSC’s permissible consulting and compliance services.

• Consult legal counsel.
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Tax Cuts and Jobs Act of 2017

• Recap of the Act:

– Individuals:

• Lowered individual tax rates, including top marginal rate from 39.6% to 37%.

• Significantly increased standard deduction for individuals.

• Eliminated personal exemptions.

• Eliminated certain itemized deductions.
– State and local tax deductions.

– Limited mortgage interest deduction.

– Miscellaneous itemized deductions.

• Increased the Child Tax Credit and credit eligibility for higher incomes.

Real Solutions. 
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Tax Cuts and Jobs Act of 2017

• Recap of the Act:
– Business:

• For many passthrough businesses, 20% Section 199A deduction (effective 29.6% max tax 
rate).

• Lowered corporate income tax rates to 21% from the previous max rate of 35%.
• Section 179 expensing increased from $500,000 to $1 million.
• Enacted limitations on business interest expense deductibility.
• Net operating losses are now only available to carry forward and limits on amounts that 

can be used each year.
• Eliminated corporation Alternative Minimum Tax.

– International tax items for multi-national corporations:
– Territorial system enacted.
– Base erosion (income shifting) provisions (FDII and GLTI).
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Tax Cuts and Jobs Act of 2017

• Provisions Set To Expire At End Of 
2025:

– Individual income tax rates 
with revert to 2017 levels

Increase
2026 
bracketCurrent bracket

none10%10%

3%15%12%

3%25%22%

4%28%24%

1%33%32%

none35%35%

2.5%39.5%37%
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Tax Cuts and Jobs Act of 2017

• Provisions Set To Expire At End Of 2025:
– Standard Deduction reverts to pre-2017 levels.

• $6,500 single; $13,000 joint (currently $13,850 single; $27,700 joint)

– Itemized deductions reinstated.
• No $10,000 SALT deduction cap.
• Mortgage interest limits expire.

– Will be able to deduct interest on up to $1 million in loan principal plus $100,000 home equity debt.

• Miscellaneous itemized deductions.
– Unreimbursed employee business expenses.
– Tax prep fees.
– Investment expenses (management fees, literature on investment advice, etc.)

– Itemized deduction phase-out for high earners: $266,700 single; $320,000 
joint, indexed for inflation.
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Tax Cuts and Jobs Act of 2017

• Provisions Set To Expire At End Of 2025:

– Personal Exemption reinstated: $4,150 per person indexed for inflation.

– Child Tax Credit reverts to $1,000 per child and phases out at lower 
income levels.

– 20% Section 199A Qualified Business Income Deduction expires.
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Tax Cuts and Jobs Act of 2017

• Bonus Depreciation Phase-Out.

– 2023: 80%

– 2024: 60%

– 2025: 40%

– 2026: 20%

– 2027: 0%

• Section 179 expensing is still available

– $1,160,000 in 2023, begins to phase out at $2,890,000 in additions.
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Tax Cuts and Jobs Act of 2017

• Planning Ideas.

– Manage income to take advantage of lower tax rates.

• Depreciation elections.

• Timing of deductions (accruals, profit-sharing contributions).

• Accounting method changes.

– Entity Selection

• 2026 top marginal rate will be 39.6%; C corporation rate is 21% with dividend rates 
maxing at 23.8%.
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Pass-Through Entity Tax Elections

• State election to claim a federal deduction for state income taxes 
on pass-through entity income.

• Indiana and Kentucky retroactively enacted their laws for 2022.

• Transition rules for making the election and paying the tax.

• 2023 estimates – transition rules.

– Indiana: 50% of expected 2023 tax by the end of 2023.

– Kentucky: no estimates required, but can make payment in 2023 to get a 
federal deduction in 2023.
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Indiana 529 Plans

• Indiana provides for an individual income tax credit for 
contributions to Indiana’s CollegeChoice 529 plan.

• Effective January 1, 2023, the credit is equal to 20% of the 
contribution up to a maximum credit of $1,500.

• Increase of $500 in available credit tax over pre-2023 years.
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Contact Us

Thank you for attending today! Contact us for follow-up questions:

Lacy Bender, CPA, MBA, MST
Vice President
lbender@hsccpa.com
812.491.1393

Patrick Schroeder, CPA
Senior Manager 
pschroeder@hsccpa.com
812.491.1427
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National Debt: Crisis or just a Concern

John Key

November 14, 2023
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National Debt: Crisis or Just a Concern

• $33.2T

• In 2023 we will have deficit spending 
of $1.52T
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The Three Largest Expenditures for 2023
Healthcare 24%
Social Security 21%
Defense 13%

In the years 2024-25, interest payments on the debt will surpass defense spending 
(currently 10%).

Interest expense on our debt is already crowding out much-needed program spending 
and is only going to get worse.

Education 4%
Transportation 2%
Science and Medical Research 1%

Real Solutions. 
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What Happens to the Debt When We Have Unexpected Events?

• National Pandemic ($6T spent on COVID 
Stimulus Programs)
• Natural Disasters
•Wars
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Do We Have Any Real Solutions?

Nobody today gets elected on a platform of raising taxes and cutting federal 
programs.

To this point, the general population has not felt any impact on services.

When you see program cuts and increases in certain taxes, you will know the 
issues are beginning to be addressed!

Lots of good ideas are floating around with both entitlement spending cuts and 
increased tax revenue generation, but no courage just yet to tackle them!

Real Solutions. 
Real Relationships. 

Beyond the Numbers.

Closing

Ask yourself, should we really continue to mortgage our country and risk 
the quality of life of the next generation?

Presently, we will be passed as the world’s greatest economic power by 
China in the year 2030.

We can fix this, but everyone will need to play and have skin in the game. It 
is essential to do so!
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RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM 
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to 
RSM International resources through RSM US LLP but are not member firms of RSM International.

Thank you for attending today! Contact us for follow-up questions:

John Key

Senior Executive Consultant

jkey@hsccpa.com

502.882.8463

Contact Us
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Auditing and Accounting Express!

Brant Kennedy, CPA

Allison Paciorkowski, CPA
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Today’s Topics

• ASU 2016-13: Financial Instruments – Credit Losses 
(Topic 326).

• Secure Act 2.0 and other Employee Benefit Plan 
Matters.

• ASC 842: Leases – Year 2.

• Questions/Discussion.
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Overview of Credit Losses Standard Changes 
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ASU 2016-13

• On June 16, 2016, the Financial Accounting Standards Board (FASB) issued an Accounting 
Standards Update (ASU) that improves financial reporting by requiring timelier recording 
of credit losses on loans and other financial instruments held by financial institutions 
and other organizations.

• ASU 2016-13, Financial Instruments – Credit Losses (Topic 326): Measurement of Credit 
Losses on Financial Instruments, was issued in June 2016.

• Includes significant changes to the determination of the allowance for credit losses.
• ASU 2016-13 is the FASB’s new standard on credit losses.  Through its issuance, ASC 326-

20 was created to address the recognition of credit losses on financial assets that are 
primarily measured at amortized cost, including most receivables, held to maturity debt 
securities, net investments in leases recognized by a lessor, and of course most loans.  
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What are credit losses?

• Definition of credit losses: a loss that a business or financial organization records, which 
is caused by customers not paying money they owe.

Real Solutions. 
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Why Change? 

• Current GAAP requires an “incurred loss” methodology for recognizing credit losses that 
delays recognition until it is probable a loss has been incurred. This model has been 
criticized for restricting an organization’s ability to record credit losses that are expected, 
but do not yet meet the “probable” threshold.

• The global financial crisis underscored those concerns.  In the lead-up to the financial 
crisis, financial statement users were making estimates of expected credit losses using 
forward-looking information and devaluing financial institutions before accounting losses 
were recognized. This highlighted that the information needs of users differ from what 
GAAP requires.  
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Result

Several ASU’s later, we have revised standards of credit losses: ASC 326-20
The new Guidance:
• Eliminates the probable initial recognition threshold in current GAAP and, instead, 

reflects an organization’s current estimate of all expected credit losses over the 
contractual term of its financial assets.

• Broadens the information that an entity can consider when measuring credit losses to 
include forward-looking information.

• Increases usefulness of the financial statements by requiring timely inclusion of 
forecasted information in forming expectations of credit losses.

• And other changes related to purchased assets, available-for-sale debt securities, and 
underwriting standards (bank specific).
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Effective Dates

2022**

• PBEs that are SEC filers, 
except SRCs as defined 
by the SEC

• All interim periods 
within the calendar 
year

• For call reports, 
beginning with Q1 
2022 (or period of 
adoption)

2023

• All others (PBEs that 
are SEC filers and SRCs, 
PBEs that are not SEC 
filers, Non-PBEs)

• All interim periods 
within the calendar 
year

• For call reports, 
beginning with Q1 
2023

**The CARES Act and Consolidated Appropriations Act deferred the original implementation dates for certain regulated 
financial institutions; however, regulators still allowed entities to adopt as of 1/1/2020, 1/1/2021, 12/31/2021 or 1/1/2022,
if desired.
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Implementation
• Recorded through a cumulative effect adjustment to opening retained earnings in the 

period of adoption.
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What Applies?
• The following are in-scope:

Financial assets measured at amortized cost basis
• Financing receivables (e.g., loans and net investments in leases recognized by the 

lessor in accordance with ASC 842 that are held for investment).
• Held-to-maturity debt securities.
• Receivables resulting from revenue transactions in the scope of Topic 606 

(revenue from contracts with customers) or Topic 610 (other income).
• Reinsurance receivables resulting from insurance transactions in the scope of 

Topic 944.
• Receivables related to repurchase agreements and securities lending transactions 

in the scope of Topic 860.
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RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM 
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to 
RSM International resources through RSM US LLP but are not member firms of RSM International.

• Existing guidance – recognize incurred credit losses when probable and estimable.

• CECL - Recognize expected credit losses at the time of origination/purchase of the 
financial asset.

• Through allowance for recognized financial assets.

• Results in day 1 life of asset expected loss recognition for recorded financial assets 
and off-balance sheet exposures.

• Changes in the allowance (plus and minus) are recorded immediately through 
provision for credit losses.

Major Changes
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RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM 
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to 
RSM International resources through RSM US LLP but are not member firms of RSM International.

• Measure expected losses on a collective (pool) basis whenever similar risk characteristics exist.

• Should not rely solely on past events (i.e., historical loss calculation).

• Forecasted conditions.

o Only estimate for as long as can be done under “reasonable and supportable” criteria, 
then revert to historical using an appropriate method.

• Consider “loss drivers” when determining if similar risk characteristics exist.

• When calculating expected losses, should include actual recoveries and an estimate of expected 
recoveries.

• There is a presumption that financial assets have a loss amount associated with them under the 
expected losses model.

• Should include a measure of the expected risk of loss even if the risk is remote or historical losses 
show no loss history over the contractual term.

How to record/estimate losses

11

12



11/13/2023

7

Real Solutions. 
Real Relationships. 

Beyond the Numbers.

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
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RSM International resources through RSM US LLP but are not member firms of RSM International.

Examples – Loss Rate

Individual assetPool of similar assetsSource:  ASC 326-20-55, examples 1 
and 2

.50% contractual term loss rate for 
loans in the community with 
similar risk characteristics (external 
data)

1.5% historical lifetime loss 
experience (internal data) 

Starting point

.10 increase for deterioration in 
borrower’s financial results

.15% increase for expected 
declines in collateral values and 
increased unemployment

Adjust for current conditions and 
reasonable and supportable 
forecasts

.60%1.65%% to apply to amortized cost basis to 
derive allowance
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• Relies on the tracking of historical loss data based on the past due status of the financial 
assets (i.e., losses that occur once a financial asset reaches a certain delinquency status).

• The credit loss rate associated with a specific past due bucket is applied to the amortized 
cost basis of that past due bucket as of the balance sheet date, then adjusted for 
qualitative factors (current and forecast).

Examples - Aging
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• Entity E manufactures and sells products to a broad range of customers, primarily retail 
stores. Customers typically are provided with payment terms of 90 days with a 2 percent 
discount if payments are received within 60 days. Entity E has tracked historical loss 
information for its trade receivables and compiled the following historical credit loss 
percentages: 

a. 0.3 percent for receivables that are current.

b. 8 percent for receivables that are 1–30 days past due.

c. 26 percent for receivables that are 31–60 days past due.

d. 58 percent for receivables that are 61–90 days past due.

e. 82 percent for receivables that are more than 90 days past due. 

Examples - Aging
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• Entity E believes that this historical loss information is a reasonable base on which to 
determine expected credit losses for trade receivables held at the reporting date because 
the composition of the trade receivables at the reporting date is consistent with that 
used in developing the historical credit-loss percentages. 

• However, Entity E has determined that the current and reasonable and supportable 
forecasted economic conditions have improved. Specifically, Entity E has observed that 
unemployment has decreased as of the current reporting date, and Entity E expects 
there will be an additional decrease in unemployment over the next year. 

• To adjust the historical loss rates to forecasted/projected loss rates, Entity E estimates 
the loss rate to decrease by approximately 10 percent in each age bucket. Entity E 
developed this estimate based on its knowledge of past experience for which there were 
similar improvements in the economy.

Examples - Aging

15

16



11/13/2023

9

Real Solutions. 
Real Relationships. 

Beyond the Numbers.

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM 
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to 
RSM International resources through RSM US LLP but are not member firms of RSM International.

Examples - Aging
• At the reporting date, Entity E develops the following aging schedule to estimate expected 

credit losses. 
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Disclosure Changes
• ASC 326 requires the following disclosures in the year of adoption: 

• The nature of the change in accounting principle, including an explanation of the newly adopted 
accounting principle.

• The method of applying the change.
• The effect of the adoption on any line item in the statement of financial position, if material, as of the 

beginning of the first period for which the content in the standard is effective.  Presentation of the 
effect on the financial statement subtotals is not required.

• The cumulative effect of the change on retained earnings or other components of equity in the 
statement of financial position as of the beginning of the first period for which the content in the 
standard is effective.

• Balance sheet/Income Statement.
• Allowance netted and disclosed or separate line item.
• Bad debt expense becomes credit loss expense.

• Disclosures: Additional information on methods, portfolios, and a roll-forward.
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SECURE 2.0 Act
• Enacted on December 29, 2022 with effective dates ranging from the date of enactment 

to Plan years beginning after December 31, 2025.

• Purpose: Improve retirement savings opportunities with 92 new provisions and make 
plans easier to administer.

• Enacted as part of the Consolidated Appropriations Act, 2023 through H.R. 2617.

• Amendments will need to be adopted no later than January 1, 2025, for calendar year 
Plans.
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SECURE 2.0 Act (2023)
Effective Date:Provision:

Effective for Plan years Beginning after December 31, 2022.Required Minimum Distribution Rules changed to aged 73 
for participants who reach 72 after 2022, reach age 73 
before 2033 and in 2033 and beyond, participants who reach 
74 won’t be required to take distributions until age 75.

Effective for Plan years Beginning after December 31, 2022.Retirement Plan start-up credit allowed up to 100%.

Effective for Plan years Beginning after December 31, 2022.Small de-minimis financial incentives to employee's
contingent on employees electing to make 401(k) plan 
deferrals.
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SECURE 2.0 Act (2023)
Effective Date:Provision:

Effective for Plan years Beginning after December 31, 2022.Military Spouse Eligibility Credit for Small Employers – tax 
credit available if military spouses are made eligible to 
participate within 2 months of hire and eligible for employer 
match and 100 vested in all contributions.  

Effective for Plan years Beginning after December 31, 2022.Plan sponsors can rely on participants self-certifying the 
need for certain hardship distributions.
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SECURE 2.0 Act (2024)
Effective Date:Provision:

Effective for Plan years Beginning after December 31, 2023.Student loan repayments treated as elective deferrals for 
matching purposes.

Effective for Plan years Beginning after December 31, 2023;

*Effective August 25, 2023, Roth provision delayed until 2026 
for participants whose wages are over $145k.

Catch-up contributions – Participants with wages at 
$145,000 or below can make catch-up contributions from 
both pre-tax and Roth sources.  Those over $145k can only 
make catch-up from Roth sources.*

Effective for Plan years Beginning after December 31, 2023.New exceptions to the 10% distribution early penalty for 
distributions under 59.5, including for domestic abuse 
victims and emergency withdrawals.

Real Solutions. 
Real Relationships. 

Beyond the Numbers.

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own 
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM 
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to 
RSM International resources through RSM US LLP but are not member firms of RSM International.

SECURE 2.0 Act (2024)
Effective Date:Provision:

Effective for Plan years Beginning after December 31, 2023.Mandatory distribution limit increased from $5,000 and 
below to $7,000 and below.

Effective for Plan years Beginning after December 31, 2023.Top Heavy nondiscrimination test allowed to now test 
separately non-excludable and excludable employees.
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SECURE 2.0 Act (2025)
Effective Date:Provision:

Effective for Plan years Beginning after December 31, 2024.Auto-enrollment mandatory for new 401(k) and 403(b) plans.

Effective for Plan years Beginning after December 31, 2024.Expanded coverage for part-time employees - Part-time 
employees working more than 500 hours in 2 consecutive 
years must be made eligible to participate in the plan (not 
required to receive employer match unless plan document 
allows).

Effective for Plan years Beginning after December 31, 2024.Catch-up contributions limit for participants 60-63 at the 
close of a tax year can make catch-up contributions up to 
$10,000.
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SECURE 2.0 Act (2026-2028)
Effective Date:Provision:

Effective for Plan years Beginning after December 31, 2025.Plans permitted to distribute amounts for long-term care 
insurance contracts – up to $2,500.

Effective for Plan years Beginning after December 31, 2026.Establishment of a “Saver’s Match” to replace the “Saver’s 
Credit” program (federal matching program).

Effective for 2028 calendar year ends.S Corporation stock sales to ESOPs eligible for gain deferral of 
10%.
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Other Employee Benefit Matters
• Participant Count Methodology Change

• 100-participant threshold for requiring an audit changed to define a participant as 
those with account balances.

• -Previously, participants were defined as those with account balances and those 
eligible to participate.
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Leases Year 2
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Leases in Year 2 - Modification
• Lease Modifications
• This is an amendment to a lease (including lease termination).

• Under Lease Crunch: 
• Do not adjust the accounting for the original lease through the end of its term; 

instead, create a new lease for the Modification (amendment) if the following exist:
• Modification grants an additional right of use not in the original lease (e.g., 

original lease includes 10,000 sq. ft. and amendment includes an additional 2,000 
sq. ft.).

• Lease payments increased commensurate with standalone price of additional right 
of use.
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Leases in Year 2 - Remeasurement
• Remeasurement: Reassess the lease due to an event (i.e., no contract amendment). A 

remeasurement comes in the following three forms:
• Contingency resolved such that variable lease payments become fixed.
• Change in amounts probable under Residual Value Guarantee.
• Reassessment of: a) lease term or b) purchase option ONLY IF one of the following events 

occurs:
• Significant event/change in circumstances that is in the control of the lessee that 

affects whether they exercise or not exercise an option*.
• Event occurs (that was previously written into the contract) that obliges the lessee to 

exercise or not exercise an option*.
• Lessee elects to exercise an option* (when previously determined it wouldn’t).
• Lessee elects not to exercise an option* (when previously determined it would).

* Option can be an early termination option, renewal option, or option to purchase the underlying asset
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Leases in Year 2 – Change Chart

Classification Discount Rate Revision Type

UpdateUpdateModification

SSRemeasurement (variable lease 
payment becomes fixed)

SSRemeasurement (change in residual 
value guarantee)

UpdateUpdateRemeasurement of: a) lease term or 
b) purchase option

SSImpairment

(Chart found on Lease Crunch 
Support Hyperlink) 
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Leases in Year 2 - Other
• Private Company Alternative Practical Expedient (early issuers that were not able to 

adopt in prior financials); ASU 2023-01, Leases (Topic 842): Common Control 
Arrangements.

• Can account for lease under written terms if common control exists between 
parties.

• Leasehold improvements must be amortized over useful life, even if the lease 
term is shorter under common control leases.

• Added disclosures.
• Can be early adopted (ASU in effect for 2024 year-ends).

• Disclosures in Year 2 will not longer need to have ASC 840 disclosures.
• Leasehold improvement useful lives revisited each year.
• Discount rate changes might be significant under modification or remeasurement.
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Contact Us
Thank you for attending today! Contact us for follow-up questions:

Allison Paciorkowski, CPA
Senior Manager 
apaciorkowski@hsccpa.com
812.491.1359

Brant W. Kennedy, CPA
Vice President
bkennedy@hsccpa.com
812.491.1425
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