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An Employer’s Guide to the SECURE 2.0 Act

On Dec. 29,2022, the Setting Every Community Up for
Retirement Enhancement 2.0 Act (SECURE 2.0) was signed
into law as part of a year-end appropriations bill. The SECURE
2.0 introduced new provisions related to retirement plans
and IRAs, designed to improve retirement savings options
and provide more flexibility for workers and retirees. Many of
these provisions directly affect governmental plans and their
participants. As with any new legislation, there are many
questions that need to be answered, and further guidance or
relief will be needed for certain provisions.

Plan Amendment Deadlines

Plan sponsors are required to amend plan documents with
SECURE 2.0 provisions by the following deadlines:

= For governmental plans — by the last day of the first plan
year beginning on or after Dec. 31, 2029

= For non-governmental plans — by Dec. 31, 2026, or such
later date as the secretary of the Treasury may prescribe

Key SECURE 2.0 Provisions

Here are some of the key provisions that may be relevant to
your plan:

Updating catch-up contributions: Roth catch-up
contributions for individuals age 50 and older; and
‘super catchup’ limits for those age 60 to 63.

Simplifying plan administration.

Introducing penalty-free emergency withdrawals.

Changing the Required Minimum Distribution (RMD) rules.

Steps for Changing Plan Provisions and
Amending Your Plan

Please note: Most often, an amendment is required
before changes can be implemented in the
recordkeeping system.

= Obtain approval from your board/governing body,
as needed.

m Complete and submit the Request for SECURE 2.0
and Other Plan Changes Checklist to MissionSquare

Plan Services*
= Execute a signature-ready document that you will

receive from MissionSquare.

For information on changing your plan provisions, see the
Change Plan Provisions Guide.

*You will be contacted within three to five business days if more
information is needed; otherwise, MissionSquare Plan Services will send
you a signature-ready document typically within seven business days of
the request. This timing might be greater if the volume is high.

(Continued)


http://www.missionsq.org/x3333.xml?RFID=W3380
http://www.missionsq.org/x3333.xml?RFID=W3380
http://www.missionsq.org/x3333.xml?RFID=W3076
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Key SECURE 2.0 Provisions for Governmental Plans by Year

2023
Provision

Increase in age for
Required Beginning Date
for RMDs (107)

Reduction in Excise Tax
for RMDs
(302)

Eliminate the

“First Day of the Month”
requirement for

457(b) plans

(306)

Special rules for Qualified
Federally Declared
Disasters (331)

Repeal of Direct Payment
Requirement for Health
and Long-Term Care
Insurance (328)

Distributions to
Firefighters, Modification
of Eligible Age for
Exemption from Early
Withdrawal Penalty
Including Certain State
and Local Correction
Employees

(308, 329, 330)

Employee Self-Certifying
that Deemed HSW and
UEW Conditions are Met
(312)

Description

Increases the age for RMDs from 72 to 73 in 2023.

Affects individuals who attain age 72 after December 31,2022, and age
73 before January 1, 2033

Increases the RMD age to 75 in 2033.

Affects individuals who attain age 74 after December 31, 2032.

Reduces the excise tax for failure to take an RMD from 50% to 25%.
If the failure to take an RMD is corrected within a defined correction
window, the excise tax on the failure is further reduced from

25% to 10%.

Allows deferral rate elections to be made at any time prior to the date
that the compensation being deferred is available, thus conforming
the 457(b) rule to the 401(k) and 403(b) rules.

Provides permanent disaster withdrawal rules for defined
contribution plans and individual retirement accounts that opt to
permit disaster withdrawals.

The maximum withdrawal amount is $22,000 per disaster.

The taxable withdrawal amount is included in income over three years
unless the participant elects otherwise.

The withdrawal is exempt from the 10% early withdrawal penalty tax,
direct rollover requirements, and mandatory 20% federal

tax withholding.

The present law provides an exclusion from gross income ($3,000) for
a distribution from a governmental retirement plan to a retired public
safety officer to pay for their health insurance premiums. Originally, it
required that the plan directly pay the insurance company.

SECURE 2.0 repeals the requirement to pay directly to the health plan
and allows to distribute funds directly to the participant (participant
would attest on their tax return).

Modifies the 10% early withdrawal penalty exemption to:

Also apply to individuals with 25 years of service under the plan.
Be made available to corrections and forensic security officers.
Include all firefighters (even if privately employed).

Employers may rely on participant-written certifications that a
distribution is being made made due to an event that constitutes
an unforeseeable emergency or a hardship, as described in the
Treasury regulations.
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Effective Date

Mandatory
Jan.1,2023

Mandatory
Taxable years
beginning after
Dec. 29, 2022

Optional
Taxable years
beginning after
Dec. 29,2022

Optional

For disasters
occurring on or after
Jan. 26,2021

Optional
Distributions made
after Dec. 29, 2022

Mandatory
Distributions made
after Dec. 29, 2022

Optional
Plan years beginning
after Dec. 29, 2022

(Continued)



2024
Provision

Roth Catch-Up Wage
Threshold also known as
the “Roth Mandate”
(603)

Required Minimum
Distributions — Exclude
Roth Assets

(325)

Surviving Spouse
Election to be Treated as
Employee

(327)

Eliminating Unnecessary
Plan Requirements
Related to Unenrolled
Participants

(320)

Exception to Penalty

on Early Distributions
for Individuals with a

Terminal lliness

(326)

Optional Treatment
of Employer Matching
or Nonelective
Contributions as Roth
(604)
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Description

= Participants age 50 or older, including the age 60-63 catch-up, with
prior-year Social Security wages over $150,000 (indexed for inflation)
from the same employer must make catch-up contributions as Roth
(after-tax) contributions.

= If a plan does not allow Roth contributions, employees whose prior
year wages exceeded the threshold will be ineligible to make age 50+
or age 60-63 catch-up contributions.

= 457(b), 401(k), and 403(b) plans will need to permit Roth contributions
to continue allowing employees earning over the Roth catch-up wage
threshold to make age 50+ and age 60-63 catch-up contributions in
2026 and beyond.

= The special pre-retirement catch-up contributions available in 457(b)
and 403(b) plans are exempt from the Roth catch-up requirements.

= Beginning in 2026, plans must make a good faith effort to apply the
Roth catch-up rule for employees earning over $150,000, as required by
SECURE 2.0. Full compliance to the IRS regulations is expected by 2027,
and the IRS's transition relief ends at the close of 2025.

= Eliminates the pre-death RMD distribution requirement for Roth
accounts in employer-sponsored plans.

= This change aligns RMD rules within employer-sponsored retirement
plans with RMD rules in Roth IRAs.

m Permits the surviving spouse beneficiary of an employee’s retirement
plan account to elect to be treated as the employee for purposes of the
RMD rules.

= Aligns the retirement plan RMD rules with the IRA RMD rules for sole
spousal beneficiaries.

» Generally exempts defined contribution plans from furnishing
disclosures and notices that are otherwise required to be furnished to
“unenrolled participants” if certain conditions are met.

» Generally not applicable to non-Employee Retirement Income Security
Act (ERISA) plans.

= Provides a new exception to 10% for distributions made to certain
terminally ill participants.

= Unlike other new exceptions, there is no special withdrawal.

= Not applicable for 457(b) distributions.

» Employees participating in a 401(a), 403(b), or governmental 457(b)
plan may elect to designate employer matching and nonelective
contributions as Roth.

= Only available for employer contributions that are 100% vested.

Effective Date

Mandatory
Effective on
January 1, 2026.

Mandatory
Taxable years
beginning after
Dec. 31,2023.

Optional
Calendar years after
Dec. 31,2023

Optional
Plan years beginning
after Dec. 29, 2022

Mandatory
Distributions made
after Dec. 29, 2022

Optional
Plan years beginning
after Dec. 29, 2022

(Continued)



2024
Provision

Penalty-free Withdrawals
for Individuals in Case of
Domestic Abuse

(314)

Expansion of Employee
Plans Compliance
(305)

Hardship Withdrawal
Rules for 403(b) Plans
(602)

Treatment of Student
Loan Payments as
Elective Deferrals for
Purposes of Matching
Contributions

mo)
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Description

= Allows penalty-free withdrawals from a retirement plan (excluding
pension assets), including on an in-service basis, or IRA for domestic
abuse victims.

m» The aggregate amount of such withdrawals for any individual can’t
exceed the lesser of $10,000 (indexed for inflation) or 50% of the
employee’s vested account balance.

» Employers may rely on a participant'’s certification that the distribution
is for a domestic abuse victim.

= Similar to a qualified birth or adoption distribution, this distribution
can be repaid and is exempt from the 10% early withdrawal penalty
tax, direct rollover requirements, and mandatory 20% federal
tax withholding.

= Makes permanent the self-correction of automatic enrollment failures,
automatic increase failures, and failures to implement affirmative
deferral elections by employees covered under an automatic
enrollment feature.

s Generally follows correction procedures currently under the EPCRS
(which were set to expire Dec. 31, 2023), including:

= The requirement that the failure be corrected no later than nine and
a half months after the end of the plan year (or earlier if the employee
notifies the employer of the failure).

= Requirements to make up missed matching contributions and
associated earnings.

» Harmonizes the hardship distribution rules applicable to 401(k) and
403(b) plans.

m Permits 403(b) plan participants to receive a hardship distribution from
salary reduction contributions, qualified nonelective contributions,
qualified matching contributions, and earnings on these contributions.

m A 403(b) distribution will not be treated as failing solely because the
employee does not take a loan available under the plan.

s Employers will be permitted to make matching contributions under
a 401(k), a 403(b), a 457(b) and a SIMPLE IRA plan with respect to
qualified student loan payments.

m A qualified student loan payment is generally defined as any
indebtedness incurred by the employee solely to pay the qualified
higher education expenses of that employee.

m The employer may rely on employee certification of qualified student
loan repayments.

m For purposes of nondiscrimination testing (not applicable for
governmental plans), permits a plan to separately test the employees
who receive matching contributions on student loan repayments.
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Effective Date

Optional
Distributions made
after Dec. 31,2023

Mandatory
Errors occurring after
Dec. 31,2023

Optional
Plan years beginning
after Dec. 31, 2023.

Optional
Plan years beginning
after Dec. 31,2023

(Continued)
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2024

Provision Description Effective Date

Withdrawals for Certain ®» Permits withdrawals to pay for “unforeseeable or immediate Optional

Emergency Expenses financial needs relating to necessary personal or family emergency Distributions made

E]L;E)to $1,000) expenses” without the Internal Revenue Code 72(t) 10% penalty tax for after Dec. 31, 2023
early withdrawal.

= The amount is limited to up to $1,000 per year (or if the account
contains less than $2,000, the amount that exceeds $1,000), and
the emergency withdrawal can be repaid to the plan (or IRA) within
three years.

® A participant isn't permitted to take another emergency withdrawal
from the same plan (or IRA) in the three-year period unless
the participant has repaid the emergency withdrawal or made
contributions that equal or exceed the amount of the prior emergency
withdrawal to the plan (or IRA).

®m These emergency expense withdrawals aren't permitted in defined
benefit plans.

Emergency Savings = Allows ERISA employers to add a PLESA to their 401(k), 403(b), or Optional
Accounts Linked to 457(b) retirement plan. To contribute to a PLESA, an employee must Plan years beginning
Individual Account Plans after Dec. 31,2023

(PLESA)
(127) compensated employee.

meet the eligibility criteria established by the plan and not be a highly

= Employers may opt to automatically enroll employees into a PLESA
with a contribution rate no greater than 3% of their salary.

®m The total amount in an employee’s account is limited by the plan but
can't be more than $2,600 for 2026 (indexed for inflation). Once the cap
is reached, additional contributions may be directed to the employee’s
Roth contribution account or stopped until the PLESA balance falls
below the cap.

® There can't be a minimum contribution or account
balance requirement.

® Must be funded post-tax with Roth contributions.

= Withdrawals must be allowed from the account at least once per
month (and processed as soon as practicable), and at least the first
four withdrawals from the account may not be assessed any fees for
said transaction.

= Withdrawals are penalty free and don't need to be substantiated to
show a qualifying emergency cause.

m Deferrals to the PLESA would be eligible for any matching
contributions provided under the plan, with an annual matching
cap set at the $2,600 for 2026 (indexed for inflation) maximum
account balance.

= On termination of employment, any PLESA balance can be converted
to the Roth account within the plan or distributed to the participant.

Updating Dollar Limits for = Increases the threshold for the retirement plan’s service provider Optional
Mandatory Distributions to make an involuntary distributions from participant’s workplace Distributions made
(304) retirement account to $7,000 from $5,000. after Dec. 31,2023

(Continued)



2024
Provision

Exemption for Certain
Automatic Portability
Transactions

(120)

2025
Provision

Higher Catch-up Limit to
Apply for ages 60 to 63
(109)

Expansion of Employee
Plans Compliance
Resolution System
(EPCRS)

(305)

Exclusion of Certain
Disability-Related
First Responder
Retirement Payments
(309)

Repayment of Qualified
Birth or Adoption
Distributions (QBAD)
limited to 3 years

(31)

Improving Coverage for
Part-time Workers
(125)

)
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Description

Creates a new prohibited transaction exemption that permits a
retirement plan service provider, subject to several conditions
(including acknowledging fiduciary status), to provide a plan with
automatic portability services that transfer a default IRA account
into an employee’s current employer’s plan unless the employee
elects otherwise.

The U.S. Department of Labor issued proposed regulations in January
2024. Final regulations from the DOL are still pending.

Permits providers to charge a fee for executing these transactions.

Mandates specific disclosures regarding transaction.

Description

The age-based catch-up contribution limit for all plans has been
increased for individuals who attain age 60 through 63 to the greater
of $11,250 or 150% of the regular catch-up contribution limit for 2026
(indexed for inflation).

The catch-up contribution limit for individuals aged 50 and older is
$8,000 in 2026 (indexed for inflation).

SECURE 2.0 directs changes to the EPCRS (Rev. Proc. 2021-30 or any
successor) to reflect that “eligible inadvertent failures” (not fully defined
but broader than “operational errors”) can be corrected without having
to determine whether they're significant or insignificant and without
time limitation, provided that:

The IRS doesn't discover the failure before action to correct the failure
has begun.

The correction is completed “within a reasonable period” after the
failure is identified.

Allows first responders to exclude from gross income pension or
annuity payments received from a 401(a), 403(b), or governmental
457(b) plan in connection with the individual's service as a law
enforcement firefighter, paramedic, or emergency-related technician,
subject to disability-related limits.

Limits the QBAD repayment period to the three-year period beginning
on the day after the QBAD was received.

For distributions made prior to enhancement, the repayment deadline
was Jan. 1, 2026.

Accelerates the requirement of coverage of long-term part-time
employees by reducing the service condition from three years to
two years.

Excludes service prior to 2021 for the special long-term part-time
employee vesting requirement so it now aligns with service that's
counted for eligibility.

Effective Date

Optional
Transactions
occurring on or after
Dec. 29, 2023

Effective Date

Optional
Taxable years
beginning after
Dec. 31, 2024

Mandatory

IRS revenue
procedure must

be updated by

Dec. 29, 2024, to
incorporate new
self-correction rules.

Mandatory
Taxable years
beginning after
Dec. 31,2026

Mandatory
Distributions made
after Dec. 29, 2022.

Mandatory
(for 401(k) and ERISA
403(b) plans)

Plan years beginning
after Dec. 31, 2024,
(except as otherwise
provided)

(Continued)
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2025

Provision Description Effective Date
Saver’'s Match and = Changes the existing retirement savings contribution credit (the Mandatory
Promotion of Saver’s Saver's Credit) with respect to retirement plan and IRA contributions Taxable years
Match beginning after

made by eligible individuals from a nonrefundable tax credit
(103/104) ) . ) Dec. 31,2026
against taxes owed (i.e., tax refund) to a federally funded matching
contribution, regardless of the individual's tax obligation.
» The matching contribution is equal to 50% of the individual's
contributions that don't exceed $2,000 until the individual reaches
certain income levels.
= Subject to a phaseout between $41,000 and $71,000 for taxpayers filing
a joint return ($20,500-$35,500 for single taxpayers and married filing
separately; $30,750-$53,250 for head-of-household filers (indexed for
inflation post-2027).
= The matching contribution is treated as a pretax contribution and
deposited into the individual's IRA, employer retirement plan account
(provided it accepts such contribution) or Achieving a Better Life
Experience Act account as directed by the individual.
= If the matching contribution is less than $100, it will be treated as a

tax credit.
Long-Term Care » Adds an exception to the restrictions to in-service withdrawals. Optional
Contracts Purchased = Permits a limited amount of distributions each year for long-term Distributions made

with Retirement Plan

Distributions
(334) = Limited to the lesser of the amount paid for coverage, 10% of the

care premiums. after Dec. 29, 2025

employee’s nonforfeitable accrued benefit in the plan, or $2,600 in
2026 (indexed for inflation).

Provisions Relating to » Plan amendments related to SECURE 2.0 implementation must be Mandatory
Plan Amendments adopted no later than the end of 2027 for governmental plans. Plans adopted no
(501) = Also conforms plan amendment deadlines for the Coronavirus Aid, Iza(')c;;than Dec. 31,

Relief, and Economic Security Act, the SECURE Act of 2019, and the
Taxpayer Certainty and Disaster Tax Relief Act to the end of 2027 for
governmental plans.

(Continued)
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IRA Changes — For Your Information (No Action Required)

Provision

Indexing IRA Catch-up
Limit
(108)

One-Time Election
Charitable Distributions
to split-interest entity
(307)

Elimination of Additional
Tax on Corrective
Distributions of Excess
Contributions (333)

Special Rules for Certain
Distributions from
Long-Term Qualified
Tuition Programs to Roth
IRAs (529 plans)

(126)

Description

= Indexes the $1,000 IRA catch up contribution limit for individuals, who
have attained age 50, to inflation.
= Similar to the indexing of the regular IRA contribution limit.

= Allows for a one-time $50,000 (indexed for inflation) Qualified
Charitable Distribution (QCD) to a split-interest entity from an IRA.
= Indexes the annual $100,000 QCD limit for inflation.

» Clarifies that the 10% early distribution tax does not apply to net
income on excess IRA contributions if returned by the individual's tax
return filing deadline (including extensions).

» The designated beneficiary of a 529 account that's been maintained for
at least 15 years may request a tax-free direct rollover of the account’s
assets to such designated beneficiary’'s Roth IRA.

= The rollover may not exceed the aggregate amount contributed to the
529 account (and earnings attributable thereto) before the five-year
period ending on the date of the distribution, subject to a lifetime
rollover maximum of $35,000.

= The rollover is subject to Roth IRA contribution limits.

Ny
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Effective Date

Taxable years
beginning after
Dec. 31,2023

Taxable years
beginning after the
date of enactment
(i.e., beginning
Jan.1,2024)

Determinations
made after
Dec. 29, 2022.

Distributions made
after Dec. 31,2023

MissionSquare is monitoring SECURE 2.0 regulatory developments for implementation,

our resources will be updated accordingly. If you have any questions, please reach out to your

MissionSquare representative at (800) 326-7272.

MissionSquare missionsquare.com

582950-0526-W3115


https://www.missionsquare.com



