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T h e  S E C U R E  A c t :  W h a t  D o e s  I t  M e a n  f o r  Yo u ?

The Setting Every Community Up for Retirement 
Enhancement (SECURE) Act was signed into law 
by President Trump on December 20, 2019. This 
legislation comprehensively reshapes retirement  
regulations for employer-sponsored retirement plans, 
for employers and employees alike.

How the SECURE Act Affects Retirement 
Plan Sponsors
The overwhelming narrative of the SECURE Act is 
the expansion of retirement plan coverage and the 
lowering of retirement savings hurdles for working  
Americans. With the passage of the SECURE Act,  
lawmakers seek to place the onus on employers to 
encourage employees to invest in their own financial 
futures. The act is also intended to help employers 
overcome the challenges involved with offering and 
administering a workplace retirement plan. 

Although the SECURE Act includes a whole host 
of provisions that affect both workplace retirement 
plans and individual investors, the key provisions 
summarized below, though not exhaustive,  
specifically affect retirement plans and should  
be noted by plan administrators. The SECURE Act:

• Allows long-term, part-time employees to 
participate in the retirement plan: Employers  
are required to offer eligibility to these employees  
once they complete either one full year of  
service (with more than 1,000 hours worked)  
or three consecutive years of service with 
at least 500 hours worked per year.

• Allows open multiple employer plans (MEPs):  
Open MEPs—or pooled employer plans, as  
they are referred to in the SECURE Act—permit 
unrelated small businesses to band together 
in an open retirement plan arrangement. This 
enables companies with smaller plans to take 
advantage of economies of scale and employ  
features that typically are available only in 
larger plans.

• Increases the automatic safe harbor  
deferral maximum to 15 percent: Up from 
10 percent, this increase raises the ceiling for 
employees to take advantage of automatic 
in-plan retirement savings.

• Simplifies 401(k) safe harbor rules by 
eliminating certain notice requirements: 
Included among the eliminated requirements 
is the nonelective safe harbor 401(k) notice 
for plans that provide a 3 percent nonelective  
safe harbor contribution to employees.  
Lifting this requirement eases some of the 
administrative burden that falls on plan 
sponsors with respect to notice delivery.

• Removes the restriction on retirement 
contributions after account owners reach 
age 70½: This change makes it possible for 
account owners to make contributions to 
retirement accounts, regardless of their age.

• Raises the age for required minimum 
distributions (RMDs) from 70½ to 72: 
As a result, retirement savings can last  
longer into retirement years as Americans’ 
life expectancies increase.

• Offers tax credits to businesses that add 
an automatic enrollment provision to their 
employees in 401(k) and SIMPLE IRA plans:  
This change motivates business owners 
and organizations to make saving easier 
for employees.

• Requires lifetime income projections 
to appear on plan participant benefit 
statements: As a result, retirement savers 
are provided a clearer picture of their 
retirement savings progress.

• Increases the penalties for failure to file a 
Form 5500: Increasing the non-filing penalty 
would encourage plan administrators to file 
required annual tax returns on a timely basis.
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As you can see, most of the SECURE Act’s provisions  
focus on improving the American retirement  
system through increased—and easier—access to 
retirement savings vehicles, particularly workplace 
retirement plans.

Next Steps for Retirement Plan Sponsors
To anticipate the SECURE Act’s effect on your 
company’s retirement plan and your internal 
administrative functions, review your plan’s 
provisions and features with your third-party  
administrator, service providers, and plan advisor. 

It is important to note that the many provisions of 
the SECURE Act have varying effective dates. Many 
(notably, the raising of the RMD age from 70½ to 
age 72 and the removal of the age restriction on 
retirement account contributions) became effective  
on January 1, 2020. Other provisions become  
effective at later dates and require plan document 
amendments. Determine what amendments your  
company’s plan will require by consulting your  
plan’s service providers. These are good first steps 
toward setting your company’s retirement plan 
up for future compliance, given the monumental 
regulatory changes the SECURE Act brings.

D O L  P r o p o s a l  t o  S t r e a m l i n e  R e t i r e m e n t  P l a n  N o t i c e  D e l i v e r y

Administrative relief may be on the horizon for 
those responsible for administering a workplace 
retirement plan. In October 2019, the Department 
of Labor (DOL) introduced proposed regulations  
that would allow retirement plan notices and 
disclosures to be posted online.

Proposal Details
The proposal was issued in response to a 2018  
executive order that directed the DOL to seek ways 
to reduce administrative and economic burdens on 
retirement plan sponsors and fiduciaries. It would 
allow plan administrators to use a “notice-and-access  
framework” for providing notices and disclosures 
to plan participants and beneficiaries. Under the 
proposal, an administrator could post required  
notices and disclosures online and provide a message  
to plan participants that the notice or disclosure 

is available for their review. The eligible notices 
and disclosures for e-delivery would include any  
retirement plan disclosure required by Title I of ERISA. 
Disclosures that are available on a by-request basis 
must still be furnished and would not be eligible 
for e-delivery.

In addition to the administrative burden the 
proposed regulations would relieve, significant 
cost savings could be experienced as well. The  
DOL estimates businesses will save approximately 
$2.4 billion over the next 10 years by reducing the 
printing and mailing costs associated with current 
notice and disclosure delivery methods. Lower costs 
for businesses coupled with the reduced burden  
of electronic delivery may translate to savings  
that could be passed on to plan participants, with 
one study estimating a potential savings of up to 
$450 million annually.

W e  C a n  H e l p

We are ready to provide you with the ideas, guidance, and foresight to position your firm for success. If you 
would like to review the SECURE Act, retirement plan disclosure rules, or any happenings that may affect your 
firm’s benefit plan offerings, we’re here to assist you.

Commonwealth Financial Network® does not provide legal or tax advice. Please contact your legal or tax advisor for advice  
on your specific situation. 
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https://www.dol.gov/agencies/ebsa/about-ebsa/our-activities/resource-center/fact-sheets/retirement-plans-electronic-disclosure-safe-harbor-rule
https://www.whitehouse.gov/presidential-actions/executive-order-strengthening-retirement-security-america/
https://www.sparkinstitute.org/wp-content/uploads/2019/12/SPARK-Institute-Default-Electronic-Delivery-Works.pdf
http://www.commonwealth.com

