
In January, we shared a summary of the final SECURE Act 2.0. This email is to
follow up on the changes that will affect your plan this year. Some changes are
required, and they’ll be made automatically without any action from you. Some
changes are optional, and you can decide which ones to adopt.

Emailing your plan administrator with the optional
changes
For the optional changes, we’ll be sending an email to your plan administrator in mid-March so they can
choose which changes to adopt for your plan. All they will need to do is reply to that email with their
selections. We’ll do the rest. 

Below are all the changes for this year for your reference; no action is needed from
you. If you’d like to see a high-level summary of all changes for now and in 2024,
this timeline can help.

Optional changes we’ll send to your plan administrator
Special rules for use of retirement funds in connection with qualified,
federally-declared disasters

A recommended change. Making emergency funds available can boost plan
participation since employees know they can access their savings when in
need
A new distribution that’s not a hardship withdrawal; it’s exempt from a 10%
early withdrawal penalty
Allows withdrawals of up to $22,000 for participants in federally-declared
disaster areas
Includable in gross income proportionately over three years
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May be repaid over three years
The plan can offer higher loan limits and an extended time for loan repayment

Optional treatment of employer matching or nonelective contributions as Roth
contributions

We do not recommend adopting this option due to administrative complexity;
we are also waiting on further guidance from the IRS on how to implement
Taxable contribution amount presumably would need to be run through the
participant’s W-2 or a Form 1099
Contribution amounts must be 100% vested 

If your plan offers hardship distributions: Employer may rely on an employee
certifying that deemed hardship distribution conditions are met

A recommended change since this reduces your administrative work
No more documentation requirements

Eliminating unnecessary plan requirements related to unenrolled participants

A recommended change. It reduces paperwork for those not in the plan and
simplifies compliance requirements for you
Plan notices do not need to be sent to unenrolled employees
An annual eligibility reminder can be sent instead
Need to provide a summary plan description upon eligibility

Required changes that will be made automatically
Increased age for required minimum distributions beginning date; reduction in
excise tax due to missed required minimum distributions

Age 73 (applicable to those who turn age 72 after Dec. 31, 2022) effective
Jan. 1, 2023
Age 75 (applicable to those who turn age 75 after Dec. 31, 2032) effective
Jan. 1, 2033 
The penalty is reduced from 50% to 25%
It’s further reduced to 10% if corrected timely

If your plan offers these distributions: Repayment of qualified birth or
adoption distribution limited to three years

Timing starts the day after distribution is made
The participant has until Dec. 31, 2025, to repay it if the distribution has
already been taken

See these FAQs to learn more about this type of distribution.

Exception to penalty on early distributions from qualified plans for individuals
with a terminal illness

This is not a new distribution type, but a circumstance under which the 10%
early withdrawal penalty is waived
The distribution can only be taken under an existing option offered by the plan
Certification of terminal illness by a physician is required

Please let me know if you have any questions. Thank you for your continued
business!

Sincerely,
Grant Prokop
Consultant
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