Important Notice for
RETIREMENT PLANS

At Citizens Bank & Trust, our service model is to develop a deep relationship with our customers to be able to understand their needs and apply
the best products we have available to fit those needs. Our commitment
involves staying abreast of conditions that may impact our customers.
On December 20, 2019, the SECURE Act was signed into law. This is an
important piece of legislation surrounding retirement accounts. Based on
preliminary summaries of the law, the following are a few topics which I
believe are most relevant to most customers.
If you wish to discuss any of these in greater depth, please contact Mark
Kempf in our Retirement Plan Services Division at 1-800-399-3023.

GoCitizens.bank

TAX CREDIT FOR NEW PLANS
For small employers who do not currently offer a plan, the legislation increases the tax credit for
starting a new plan up to $5,000. This would cover administrative costs associated with operating
a plan. The credit is $250 per eligible employee (owners and other highly compensated employees do not count) up to $5,000. So, if you have at least 20 employees you can obtain the maximum credit. The credit is available the first 3 years of the plan.
TAX CREDIT FOR ADDING AUTO ENROLLMENT
For small employers starting new plans or small employers with existing plans, there is a new $500
tax credit available for implementing an auto enrollment feature in your plan. For those not
familiar with this feature, it is a provision to enroll eligible employees automatically into the plan.
You must provide them notification they are being enrolled and a mechanism to decline.
Auto enrollment has proven to be a way to increase enrollment and get more employees on the
path to saving for retirement.
INCREASE AUTO ENROLLMENT SAFE HARBOR MAXIMUM
For those plans already offering auto enrollment, a safe harbor exists where you could auto escalate contribution rates up to 10%. This safe harbor has been increased to 15% of pay.
Note that a “safe harbor” is a way to guarantee compliance with regulations. In this case, regulations allow an employer to auto enroll employees and auto escalate their contribution, but the
reg’s don’t specifically say what is a permissible level for the contribution rate and each plan can
be different. If you have a valid reason for going over 15%, you can still do so but you can go all
the way up to 15% without having to justify that election.
SAFE HARBOR CONTRIBUTION ELECTIONS
Many plans provide a safe harbor contribution that permits the elimination of certain discrimination testing. That contribution can be a non-elective contribution (that is, the contribution is
given to each eligible employee regardless of the employee’s contribution rate) or a match contribution (which is dependent on the employee’s contribution rate).
•

There is a specific notice that must be distributed each year to participants. The new
legislation eliminates the notice for those plans utilizing the non-elective contribution.

•

In the past, you could not switch to a safe harbor plan mid-year. The new legislation
permits a switch to a safe harbor non-elective during the year provided certain criteria are
met.
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MUST INCLUDE LONG TERM, PART TIME EMPLOYEES
In the past, employers could exclude employees who worked under 1000 hours from participating
in the plan. The new legislation lowers the hour requirement to 500 hours. The 500 hour minimum would have to be achieved in three consecutive years.
INCREASE IN AGE FOR REQUIRED MINIMUM DISTRIBUTIONS (RMD)
The new legislation increases the age in which account holders are required to take distributions
from their retirement account from age 70 ½ to age 72. If you have attained age 70 ½ prior to
December 31, 2019, you still have to take your RMD as scheduled. This increased age applies only
to those reaching 70 ½ after December 31, 2019.
Note that if you remain employed and are not an owner of the business, you can still elect to
postpone any RMD’s until you leave employment even if you are older than 72. This postponement due to employment is a big difference between employer sponsored retirement plans and
IRA’s.
PARTICIPANT STATEMENTS MUST INCLUDE LIFETIME INCOME DISCLOSURE
A retirement plan is meant to provide income to participants in retirement. The difficult part for
participants is to know how much retirement income their retirement savings account might
produce. After all, 401k balances are simply lump sums of money. The legislation is requiring the
DOL to standardize a computation that will illustrate to participants, directly on their statement, a
monthly retirement income figure. This will become a mandatory disclosure on statements within
one year after the DOL finalizes the computation and disclosure.
MULTIPLE EMPLOYER PLANS
Currently each employer that wants to offer a retirement plan to their employees must be responsible for the plan. Filing tax returns timely, ensuring plan documents are current and properly
executed, making sure all notices are created and provided to participants, and so forth.
The new Multiple Employer Plan provisions allow a Retirement Plan Provider (perhaps a Bank,
Insurance Company, or Recordkeeper that has no affiliation to the employers that eventually
participate in the plan) to sponsor a plan and be responsible for most of those administrative
items. Employers can then participate in the plan without many of the administrative burdens.
Additionally, there is some Fiduciary relief for the employer when it comes to investments offered
in the plan.
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This part of the legislation is advertised as a way to encourage small employers who don’t currently offer a plan, because of cost and burden of administration, to be able to offer a plan. It certainly
does have that potential, but additionally, there is nothing that prevents existing plans to move to
this model. I believe there will be many plans that ultimately do so just because it will simplify
things for them.
There are many details to be worked out to be able to roll out this portion of the legislation. As a
result, it is not available until after December 31, 2020.
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