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Sam Johnson Introduces Retirement Savings Accounts

Today U.S. Congressman Sam Johnson (3rd Dist.-Texas) introduced legislation to simplify retirement planning options by streamlining IRA accounts into one Retirement Savings Account - open to anyone of any age and any income level.  U.S. Senator Craig Thomas (R-Wyo.) will be introducing companion legislation in the Senate.

“Too few Americans have put aside too little money specifically for retirement.  Financial security doesn't just happen, it takes planning, and commitment, and yes, money.  Encouraging people to save money in tax-free retirement accounts is one way to help people build a better nest egg for their golden years,” said Johnson.

The Retirement Savings Account Act, H.R. 4714, would consolidate the three types of current-law IRAs into a single account.  After-tax annual contributions of up to $5,000 per person would be permitted with no income caps.  Earnings on these retirement accounts grow tax-free and distributions after age 58 would be tax free.  The $5,000 contribution limit would be indexed for inflation.  

RSAs would be for only retirement savings; all withdrawals prior to age 58 (except death and disability) would be subject to a 10% penalty.  The long list of early withdrawals currently permitted from IRAs (home purchase, education, health costs, unemployed periods, etc.) would instead be facilitated through savings in Lifetime Savings Accounts (LSAs, H.R. 4078).  

As with current-law Roth IRAs, no minimum distribution rules would force individuals to withdraw funds during the account owner’s lifetime.  Married people could roll amounts from their RSA into their spouse’s RSA - which is helpful in lowering and consolidating account maintenance fees. 

Existing traditional and non-deductible IRAs can be converted into an RSA by paying tax on interest already earned - as can be done now by some individuals converting from these IRAs into a Roth IRA.  However, no income caps would apply in the conversion to an RSA.  

A five-year holding period would apply to amounts converted from a traditional IRA or from an Employer Retirement Savings Account (ERSA) enforced with a 10% penalty.  Johnson hopes to introduce ERSA legislation this year that would consolidate the various defined benefit contribution retirement plans, such as 401(k)s.  

President George W. Bush first proposed Retirement Savings Accounts in his State of the Union in 2003 then included them in budgets for FY 2004 and 2005.  Johnson and Thomas serve on the tax-writing committees in their respective chambers.  The legislation embodies this proposal. 

“Retirement Savings Accounts will be a terrific tool to help Americans plan and save for their retirement, with no limitations based on age or income status. They will also simplify saving, which will help Americans reach the goal that we all share: a secure retirement.  I commend Representative Sam Johnson and Senator Craig Thomas for introducing this legislation; they understand what Americans need and want when it comes to saving for the future,” said Secretary of the Treasury John Snow.

“I look forward to working with Senator Thomas, the Administration, and the Ways and Means Committee on Retirement Savings Accounts so people can save more for their golden years,” concluded Johnson.

# # #
