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P r o p o s e d  L e g i s l a t i o n  S i g n a l s  M a j o r  R e t i r e m e n t  P l a n  C h a n g e s

The early months of 2019 have been busy for 
Washington lawmakers, with the introduction of 
several pieces of legislation that would create major 
waves in the realm of employer-sponsored retirement 
plans. Let’s review some key provisions of these bills 
and what their passage by Congress would mean to 
retirement plan sponsors and business owners.

RESA and the SECURE Act seek to enhance 
retirement plan access
Two nearly identical bills that would bring notable 
reform to retirement savings plans were introduced in 
the U.S. Senate and House of Representatives. 

• The Retirement Enhancement Act (RESA) of 
2019 is a scrubbed-up version of a bill passed 
unanimously by the Senate Finance Committee 
in 2016. The proposed act was reintroduced 
by Senate Finance Chairman Chuck Grassley of 
Iowa and ranking member Senator Ron Wyden 
of Oregon in early April 2019 and contains many 
provisions of the original bill.

• The Setting Every Community Up for 
Retirement Enhancement (SECURE) Act 
was proposed by a bipartisan group of House 
Ways and Means Committee members led by 
Chairman Richard Neal of Massachusetts and 
ranking member Representative Kevin Brady 
of Texas. It combines many provisions of RESA 
and the Family Savings Act, which passed the 
House of Representatives in late 2018, with 
a few new ideas. The SECURE Act received a 
favorable vote from the House Ways and 
Means Committee in early April 2019. 

The overriding themes of both bills are the expansion 
of retirement plan coverage and the easing of access 
to retirement plans for working Americans. Important 
provisions that will affect employer-sponsored 
retirement plans are listed below. The list is not 
exhaustive, but its critical items signal the clear intent 
that Congress intends to push for major retirement 
plan reforms soon. 

Together, the acts:

• Allow “open” multiple employer plans (MEPs), 
permitting unrelated small businesses to band 
together in open retirement plan arrangements

• Increase the automatic safe harbor deferral 
maximum from 10 percent to 15 percent (Please 
note: RESA removes the maximum entirely.)

• Simplify safe harbor rules by eliminating various 
notice requirements

• Raise the age for required minimum 
distributions (RMDs) from 70½ to 72

• Remove the prohibition of retirement 
contributions after the account owner 
reaches age 70½, making retirement account 
contributions allowable regardless of age

• Provide more attractive tax credits to businesses 
that offer an automatic enrollment provision to 
their employees in 401(k) and SIMPLE IRA plans

• Allow long-term part-time employees—who 
may otherwise be excluded—to participate in 
the retirement plan

• Loosen the rules for 529 account usage to 
include elementary school, secondary school, 
and homeschooling expenses

• Require lifetime income projections to appear 
on the benefit statements of plan participants

The Saving for the Future Act would mandate 
minimum employer contributions
Recently, two senators introduced new legislation 
that seeks to make saving for retirement a universal 
feature of employment for working Americans. 
The Saving for the Future Act was announced in 
early April by Senators Chris Coons of Delaware 
and Amy Klobuchar of Minnesota. Days later, 
companion legislation was introduced in the 
House by Representatives Scott Peters of California, 
Lucy McBath of Georgia, and Lisa Blunt Rochester 
of Delaware. 
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The act aims to address the nation’s retirement 
savings crisis. It looks to help ensure that workers 
can meet emergency expenses by requiring small 
business employers to make minimum contributions 
to an employee retirement savings plan. “Right now, 
a full third of non-retirees have zero retirement 
savings, and four in ten adults don’t have enough 
cash savings to meet a $400 emergency expense,” 
said Coons in a press release touting the merits of 
the legislation.

According to a summary of the bill, its most critical 
aspects call for a 50-cent minimum employer 
contribution per hour worked to a personal savings 
account for each employee who works at a company 
with 10 or more employees. After two years, the 
employer’s minimum contribution would rise to 
60 cents per hour worked. The minimum contribution 
would also rise with the employee’s wage growth. 

The first $2,500 in employer contributions would go 
to the employee’s universal personal account—called 
an UP-Savings account—which would be earmarked 
to pay for nonroutine (i.e., emergency) expenses. 
Subsequent employer contributions would be 
deposited into the employee’s universal personal 
retirement account—called an UP-Retirement 
account. Employees would be automatically enrolled 
in the employer’s savings program to contribute 
4 percent of their salary. But they could opt out of 
the plan or choose a higher contribution level, 
maxing out at 10 percent of their compensation.

Small businesses who adopt the minimum 
contribution plans of the act would enjoy tax credits 
worth 50 percent of the minimum contributions 

made to the accounts of their first 15 workers and 
25 percent of the minimum contributions made to the 
accounts of their next 15 workers. As an alternative, 
businesses with fewer than 100 employees could 
elect to have contributions deposited into a personal 
retirement account for each employee—called an 
UP account—which would be administered by the 
federal government. 

Businesses with fewer than 10 employees would 
be allowed to opt out of the employer contribution 
requirement. But employees whose companies opt 
out of the program would still be given access to an 
UP-Retirement account and an individual tax credit 
to incentivize them to save. UP accounts, though 
managed by the federal government, would be 
portable and worker owned.

What these proposals mean for business owners 
For retirement plan administrators and business 
owners who offer a workplace retirement plan to 
their employees, the signals are clear. Lawmakers 
are laser focused on improving the American 
retirement system through increased and easier 
access to retirement savings vehicles. Many 
provisions of RESA, the SECURE Act, and the 
Saving for the Future Act seek to lower the barriers  
to retirement saving for employees while placing  
the onus on employers to incentivize their employees 
to put aside money for the future. Getting ahead 
of the curve by reviewing your plan’s provisions 
and features, and noting where enhancements can 
be made, is a good first step toward preparing for 
anticipated legislative changes.

I R S  2 0 19  O p e r a t i o n a l  C o m p l i a n c e  L i s t

The IRS issued guidance per Revenue Procedure 
2016-37 on several key regulations that will be 
enforced in 2019, many of which will affect the 
administration of qualified plans. The guidance 
aims to help retirement plan sponsors identify 
any mandatory or discretionary plan amendments 
needed for their plans. Key provisions of the 
guidance, which most notably pertains to 
hardship distribution rules, include:

• Changes to hardship distribution rules following 
enactment of the Bipartisan Budget Act of 2018

• Prohibition of retirement plans from suspending 
participant 401(k) deferrals as a condition of 
obtaining a hardship distribution

• A revised list of reasons for qualifying for a 
hardship distribution

• An extension of retirement plan relief for victims 
of FEMA-designated natural disasters 

Retirement plan administrators should consult their 
third-party administrators or service providers to 
inquire about required or discretionary amendments 
to plan provisions. 

https://www.coons.senate.gov/imo/media/doc/Saving%20for%20the%20Future%20Act_Release%20Materials_FINAL_4.3%5b1%5d.pdf
https://www.irs.gov/retirement-plans/operational-compliance-list
https://www.irs.gov/retirement-plans/operational-compliance-list
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Voluntary Correction Program Goes Electronic
The IRS recently issued updated instructions that 
modify the Employee Plans Compliance Resolution 
System (EPCRS). Beginning on April 1, 2019, all 
submissions to the Voluntary Correction Program 
(VCP) must be made online using pay.gov. 

Through VCP, retirement plan sponsors and 
administrators can correct significant operational 
retirement plan failures. (Insignificant plan errors, 
on the other hand, can be reported under the 
Self-Correction Program). 

Employers voluntarily report plan-related errors and 
remit an associated fee (determined by the severity 
of the error and the number of participants affected).

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 recent legislative measures that affect retirement plans or the IRS’s latest updates to 
procedures, 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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