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SECURE ACT
2.0

Qualified Pension Services is a proud member of
The Cerrado Group, which is providing this infor-
mation to assist in understanding the new Secure
2.0 legislation.

The Secure 2.0 Act of 2022 (Secure 2.0) was
signed into law at the end of 2022. The legislation
provides changes that could help strengthen the
retirement system by making it more attractive
for employers to offer retirement plans and to
improve retirement outcomes for employees.
Here are some highlights of the law.

OVERVIEW

There are many provisions that are part of
SECURE 2.0. This document is meant to
cover the provisions that affect qualified
retirement plans for 2023 and 2024 Plan
Years along with those for 2025 and
beyond.

PROVISIONS EFFECTIVE
FOR 2023

Extending the Age for beginning
required minimum distributions.

Raised the age at which retirement plan
distributions must begin to 73 for individuals
who reach age 72 after 2022. The age will be
increased again, to age 75, for those who
reach age 74 after 2032.
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Expanding existing startup tax
credits for small employers.

Increases the tax credit to 100% of an
employer’s out-of-pocket costs of starting
up a plan, to a maximum credit of $5,000 per
year for 3 years for employers with 50 or

fewer employees.

Creating new tax credits for
small employers to cover plan
contributions.

Employers with up to 50 employees that
establish a plan will get a tax credit for contri-
butions for employees whose wages do not
exceed $100,000. The maximum credit per
employee is $1,000 and the credit is available
for the first five years the plan exists. The
credit is 100% in the 1st and 2nd years fo the
plan, 75% in the 3rd year, 50% in the 4th year
and 25% in the 5th year. The credit will be
phased out for employers with between 51
and 100 employees. This credit does not apply
to defined benefit plans.
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Limiting the notice and disclosure
requirements for unenrolled
participants.

Will no longer require employers to provide
certain notices to unenrolled participants who
have not elected to participate in a workplace
retirement plan. The plan will be required to
send an annual reminder notice of the partici-
pant’s eligibility to participate in the plan with
any election deadlines and any requested
documentation at any time by the participant.

Allows employees to self-certify
that they have had an event that
constitutes a hardship.

Employees can now self-certify that they have
had an event that constitutes a hardship for
purposes of taking a hardship withdrawal.

Allowing (but not requiring)
plans to give participants the
option to treat matching contri-
butions as Roth contributions.

Allows defined contribution plans to provide
participants with the option of receiving
matching contributions on an after-tax basis
to the plan’s Roth account.

Give small incentives for
contributing to a plan.
Prior to SECURE 2.0, employers were not allowed

to give any financial incentives to employees to
encourage them to contribute to a plan. The

Act will permit employers to provide de minimis
incentives (such as a small gift card) to help
improve participation in the plan. The incentive
cannot be paid from plan assets.

PROVISIONS EFFECTIVE
FOR 2024

Treatment of student loan
payments as elective deferrals
for purposes of matching
contributions.

Permits an employer to make matching contri-
butions under a 401(k) plan, 403(b) plan, or
SIMPLE IRA with respect to “qualified student
loan payments”. Student loan matching contri-
butions must be: available to all participants
eligible to receive matching contributions on
elective deferrals, matched at the same rate as
matching contributions on elective deferrals
and subject to the same vesting schedule as
matching contributions on elective deferrals.

Withdrawals for certain
emergency expenses.

Provides an exception from the 10% tax penalty
for premature distributions if the distribution is
used for certain emergency expenses that are
unforeseeable or forimmediate financial needs
relating to personal or family emergency
expenses. Only one distribution is permissible
per year of up to $1,000, and a taxpayer has the
option to repay the distribution within 3 years.
No further emergency distributions are permis-
sible during the 3-year repayment period
unless repayment occurs or the participant
makes elective contributions at least equal to
the amount of the distribution.
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Starter 401(k) plans for employers
with no retirement plan.

Allows an employer that does not sponsor a
retirement plan to offer a starter 401(k) plan (or
safe harbor 403(b) plan). A starter 401(k) plan
(or safe harbor 403(b) plan) would generally
require that all employees be enrolled by
default into the plan at a 3% to 15% of compen-
sation deferral rate. The limit on annual defer-
rals would be the same as the IRA contribution
limit.

Emergency savings accounts
linked to individual account
plans.

Employers may offer their non-highly compen-
sated employees an opportunity to save
through a pension-linked emergency savings
account. Employee contributions to the emer-
gency savings account are capped at $2,500
(or a lower amount set by the employer). Once
the cap is reached, additional contributions
can be directed to the employee’s Roth
defined contribution plan (if they have one) or,
if the plan does not have a Roth source,
stopped until the balance attributable to con-
tributions falls below the cap. Contributions to
the emergency savings account are made on
a Roth-like basis and treated as elective
deferrals for purposes of retirement matching
contributions, with an annual matching cap set
at the maximum account balance (i.e., $2,500
or lower) as set by the plan sponsor. Distribu-
tions from an emergency savings account are
deemed to be a qualified Roth distribution and
are not taxable.

Retirement savings lost
and found.

Directs the Department of Labor (DOL) to create
a national online searchable lost-and-found
database for Americans’ retirement plans at the
Department of Labor. The database will collect
information regarding benefits owed to missing,
lost, or non-responsive participants and benefi-
ciaries in tax-qualified retirement plans and
enable retirement participants and beneficia-
ries, who might have lost track of their pension
or 401(k) plan to search for the contact informa-
tion of their plan administrator.

Application of top-heavy rules
to defined contribution plans
covering excludable employees.

Plans that are deemed top heavy are required
to provide employees with a minimum of a
3%-of-pay non-elective contribution, which is a
significant cost to small businesses. Other non-
discrimination tests that apply to 401(k) plans
allow an employer to test otherwise excludable
employees (e.g., those who are under age 21
and have less than 1 year of service) separately.
However, this separate testing is not allowed for
the top heavy test. An employer is allowed to
perform the top-heavy test separately on the
non-excludable and excludable employees.
This removes the financial incentive to exclude
employees from the 401(k) plan and increases
retirement plan coverage to more workers.

Updating dollar limit for
mandatory distributions.

Employers may transfer former employees’
retirement accounts from a workplace retire-
ment plan into an IRA if their balances are
between §$1,000 and $5,000; the Ilimit is
increased from $5,000 to $7,000.
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Elective deferrals generally
limited to regular contribution
limit.

Provides that all catch-up contributions to
qualified retirement plans are subject to
Roth tax treatment. An exception is provided
for employees with compensation of
$145,000 or less (indexed).

Employers allowed to replace
SIMPLE retirement accounts
with Safe Harbor 401k plans
during a year.

An employer may replace a SIMPLE IRA plan
with a SIMPLE 401(k) plan or other 401(k) plan

that requires mandatory employer contribu-
tions during a plan year.

PROVISIONS EFFECTIVE
FOR 2025 & BEYOND

Higher Catch up Limit.

Effective 1/1/25, for individuals who attain
age 60, 61, 62 and 63, catch up contribution
limits will increase to the greater of $10,000
or 50% more than the regular catch up
amount, as indexed.

Mandating Automatic
Enrollment for New Plans.
Effective after 12/31/2024, requires 401(k) and
403(b) plans established after the date of
Secure 2.0 enactment to automatically enroll

employees in the respective plans when they
become eligible (and allows employees to opt
out of coverage). The initial automatic enroll-
ment amount must be at least 3% but not more
than 10%. Each year thereafter that amount is
increased by 1% until it reaches at least 10% but
not more than 15%.

Long Term Part-Time Employees.

Effective for plan years after 12/31/24, employ-
ees with 2 consecutive years of at least 500
hours of service must be allowed the ability to
contribute to an existing 401(k) plan. This is
reduced from the 3 consecutive year LTPT rule
provided in the Secure Act of 2020. Secure Act
2.0 also extends this provision of the coverage
rules to 403(b) plans that are subject to ERISA.

Requirement to provide paper
statements (in certain cases).

Effective for plan years beginning after 12/31/25,
a participant in a defined contribution plan
must be provided a paper benefit statement at
least once annually, unless elected otherwise by
the participant. For defined benefit plans, a
paper statement must be provided once every 3
years.

‘Savers Match’.

Effective 1/1/27, in lieu of the currently provided
individual tax credit, the government will pro-
vide a matching contribution equal to 50% of
the IRA or retirement plan contribution. The
match phases out between $41,000 and $71,000
of adjusted gross income for married individu-
als filing jointly and $20,500 to $35,500 for single
tax payers or married individuals filing separate.
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Qualified Pension Services
P.O. Box 280468
Lakewood, CO 80228

Phone: (720) 550-6264
Web: https:/gpscentral.com
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