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Another Way to Save: Federal Tax Credit for Plan 
Participants 
 

 
 
According to a Transamerica Center for Retirement Studies (TCRS) report fewer than four in ten 
U.S. workers know about a tax credit that may help them save for retirement, per the IRS. The 
Saver's Credit is available to eligible taxpayers who are saving for retirement. 
 
The Saver's Credit is a non-refundable tax credit, and can be applied up to the first $2,000 of a 
participant’s contributions to a retirement plan The maximum credit is $1,000 for a single filer 
and $2,000 for married couples filing jointly. In addition to the tax-advantages of saving for 
retirement in a 401(k), 403(b) or IRA, the Saver's Credit is an added benefit to reduce federal 
taxes.  
 
This credit is available to workers ages 18 years or older who have contributed to a retirement 
plan in the past year and meet the Adjusted Gross Income (AGI) requirements:  

● Single tax filers with an AGI of up to $32,000 in 2019 or $32,500 in 2020 are eligible;  
● For the head of a household, the AGI limit is $48,000 in 2019 or $48,750 in 2020; and,  
● For those who are married and file a joint return, the AGI limit is $64,000 in 2019 or 

$65,000 in 2020.  
● Please note, the filer cannot be a full-time student and cannot be claimed as a 

dependent on another person's tax return.  
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Participants who are eligible to claim the Saver's Credit are often also eligible to take advantage 
of this program that offers federal income tax preparation software for free to tax filers earning 
$69,000 or less. Ten companies make their tax preparation software available through this 
program at www.irs.gov/FreeFile, though certain restrictions may apply.  

Individuals who are eligible but did not save last year can still contribute to an IRA until April 15, 
2020, and may be able to claim the Saver's Credit for the tax year 2019.  

To learn more about the Saver’s Credit, contact Lee Pierce at lee@piercefinancial.org, or 901-
271-3720.  
 

Addressing Employee Education Strategically 
 

 
 
An educated employee is an empowered employee, especially when it comes to retirement 
savings and financial wellness. To help employees better understand their fiduciary process, the 
key features of your company’s retirement plan, and the importance of setting aside money for 
their future, it’s crucial to offer financial education. Financial education can come in many forms, 
but the best way to start the conversation about financial wellness is to follow a few simple 
points.  
 
Correct Misconceptions 
 
Employees may misunderstand exactly what goes into your retirement plan. To dispel any 
misconceptions, companies should aim to communicate retirement plan information in simple, 
easy-to-understand terms. Keep in mind that employees are easily overwhelmed by a surplus of 
options! Make yourself available to help guide them toward choices that are best for them, and 
encourage them to approach you with questions. If they don’t ask you, there is a good chance 
they are taking matters into their own hands by searching for answers online or from other 

https://c212.net/c/link/?t=0&l=en&o=2706797-1&h=2792345920&u=http%3A%2F%2Fwww.irs.gov%2FFreeFile&a=www.irs.gov%2FFreeFile
mailto:lee@piercefinancial.org
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employees, which only increases the odds of miscommunication. 
 
Offer Multiple Education Formats 
 
In recent years, nearly one half of companies provided employees with financial education, 
whether as a large education session, one-on-one meetings, or within an online module. This 
results in employees with improved financial management skills who better understand 
budgeting, debt management, and proper savings techniques.  
 
During these sessions, start by discussing the savings basics and why it’s important to start 
saving as soon as possible. Consider reviewing asset classes to help employees understand 
their options when it comes to investment options such as stock or real estate, and how it ties 
back into their retirement plan savings through your program. This is also a great time to 
educate them on asset allocation strategies, especially in a one-on-one meeting. Help your 
employees learn more about balancing risks and rewards, equities, and fixed incomes, and why 
it’s important to know these things when they decide to invest in saving for retirement. 
 
Discuss Company Match 
 
As you focus on clear communication and education, ensure that your employees understand 
how to receive the highest company match. Reiterate just what that match is, how to receive it, 
and how it positively affects their savings. Ask a recordkeeper to run a report analyzing which 
one of your employees aren’t contributing enough to receive the highest match — or any match 
— and then target those specific employees with an invitation to a group or one-on-one 
education session. 
 
Ultimately, the education strategy you choose should be specific to your company and your 
employees. Encourage them to ask questions about their fiduciary process so you can help 
them achieve financial health and stability.  
 
For tips on addressing employee education, contact Lee Pierce at lee@piecefinancial.org, or 
901-271-3720. 

 
 

This Month’s Participant Memo 
 
Five Key Decisions for a Successful Retirement 

mailto:lee@piecefinancial.org
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Life is a series of decisions, and everyone has to live with the results of the decisions they 
make. One of the most serious decisions that we all face is how to prepare for retirement, but 
frequently we don’t make the best choices to protect our futures. What are some of the most 
critical decisions you should make about retirement? 
 
Start saving now. Starting as soon as possible makes saving for retirement much easier, 
because you can take full advantage of the power of compounding. A 25-year-old that saves 
$300 each month and earns an average annual return of 6 percent in a retirement plan will have 
over half a million dollars ($557,153) saved at age 65. If that same person waits until age 40 to 
start saving the same amount, he or she will only have $197,516 at age 65. 
 
Wait to take Social Security. People who are eligible can start claiming Social Security at age 
62, but the payments increase each year to delay filing. According to the Wall Street Journal, 
each year you delay filing for Social Security up until age 70 adds 8 percent each year to your 
benefit amount. That’s a significant return on your “investment” by delaying. 
 
Delay retirement as long as possible. A person who retires at age 65 may need enough 
money to fund 30 or more years of retirement. Waiting to retire means you can continue to 
accumulate funds, plus you’re not tapping into your savings. Working two or three more years, 
or even working part-time, can make a big difference. 
 
Opt for retirement plan matching. Employer contributions to a retirement plan can significantly 
boost retirement savings. If our hypothetical 25-year-old (above) got a 50 percent employer 
match on that $300 monthly contribution to his or her retirement plan, he or she would have 
$835,724 by age 65. That’s a difference of $278,571. 
 
Don’t touch your retirement plan until retirement. It may be tempting to tap into these funds 
to finance short-term needs, but cashing out or even borrowing from a retirement plan can 
seriously impact retirement savings. Once those savings are gone, they can’t be replaced. More 
importantly, you’ll never get the time back – time that allowed your returns the potential to 



Retirement Times Page 5 of 5 
 
 

 

compound. And taxes and penalties can be severe, because early withdrawals may be subject 
to both taxes and a 10 percent penalty. 
 

 
 

This material was created to provide accurate and reliable information on the subjects covered but should not be regarded as a 
complete analysis of these subjects. It is not intended to provide specific legal, tax or other professional advice. The services of an 
appropriate professional should be sought regarding your individual situation.  

 

To remove yourself from this list, or to add a colleague, please email us at lee@piercefinancial.org. 
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