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In December of 2022, Congress passed the Consolidated 
Appropriations Act of 2023 (the Act). This omnibus bill 
funds the federal government through the end of the 
current fiscal year. A number of legislative initiatives were 
attached to the omnibus funding package, including the 
retirement reform measures commonly referred to as 
SECURE 2.0. 

The SECURE Act 2.0 legislation incorporated into the larger 
bill is the result of negotiations between the House and 
Senate to combine three different retirement-focused 
bills: The Securing a Strong Retirement Act of 2022, The 
Enhancing American Retirement Now (EARN) Act, and the 
Retirement Improvement and Savings Enhancement to 
Supplement Healthy Investment for the Nest Egg  
(RISE & SHINE) Act.

While the final package does reflect compromises 
and changes, it includes many reforms that will ease 
administrative burdens for employers and encourage them to provide workplace savings arrangements and 
increase coverage and savings for American workers. 

The most notable provisions in the new bill are:

 + Expanding Automatic Enrollment in New Retirement Plans — This provision requires 401(k) and 403(b) 
plans to automatically enroll participants in the respective plans upon becoming eligible (and the employees 
may opt out of coverage). The initial automatic enrollment amount is at least 3% but not more than  
10% of the employee’s pay. Each year thereafter that amount is increased by 1% until it reaches at least  
10%, but not more than 15%. There is an exception for small businesses with 10 or fewer employees, new 
businesses (those that have been in business for less than 3 years), church plans, and governmental plans. 
This provision is effective for plan years beginning after December 31, 2024. In addition, please note that all 
current 401(k) and 403(b) plans are grandfathered.

 + Expands catch-up contributions — This provision increases the current limit to the greater of $10,000 or 
50% more than the regular catch-up amount in 2025, for individuals who have attained ages 60, 61, 62 and 
63. The increased amounts are indexed for inflation after 2025. This provision is effective for taxable years 
beginning after December 31, 2024.
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 + Delays mandatory distributions — This provision 
increases the required minimum distribution (RMD) 
age from 72 to 73, starting on January 1, 2023. In 
addition, this provision increases the age further to 75, 
starting on January 1, 2033.

 + Creates a start-up tax credit as an incentive for 
smaller businesses to offer a retirement plan — The 
3-year small business startup credit is currently 50% 
of administrative costs, up to an annual cap of $5,000. 
This provision increases the startup credit from 50% 
to 100% for employers with up to 50 employees. This 
provision is effective for taxable years beginning after 
December 31, 2022.

 + Creates an additional tax credit for smaller 
businesses as an incentive to offer a retirement 
plan — Except in the case of defined benefit plans, 
an additional tax credit is provided. The amount of 
the additional credit generally will be a percentage of 
the amount contributed by the employer on behalf of 
employees, up to a per-employee cap of $1,000. This 
full additional credit is limited to employers with 50 
or fewer employees and phased out for employers 
with between 51 and 100 employees. The applicable 
percentage is 100% in the first and second years,  
75% in the third year, 50% in the fourth year, 25% in 
the fifth year — and no credit for tax years thereafter. 
This provision is effective for taxable years beginning 
after December 31, 2022. 

Sources: 

1 US Department of Labor Updates Interpretive Bulletin on Independence Requirement for Accountants Auditing Employee Benefit Plans

 + Authorizes student-loan matching — 
Currently, many employees may not be 
able to save for retirement because they 
are overwhelmed with student debt, and 
thus are missing out on available matching 
contributions for retirement plans. This 
provision permits an employer to make 
matching contributions under a 401(k) plan 
or 403(b) plan, with respect to “qualified 
student loan payments.” A qualified student 
loan payment is broadly defined as any 
indebtedness incurred by the employee solely 
to pay qualified higher education expenses of 
the employee. Governmental employers are 
also permitted to make matching contributions 
in a section 457(b) plan or another plan with 
respect to such repayments. For purposes 
of the nondiscrimination test applicable to 
elective contributions, a plan is allowed to 
test separately the employees who receive 
matching contributions on student loan 
repayments. This provision is effective for 
contributions made for plan years beginning 
after December 31, 2023.

 + Improves coverage for part-time workers — 
The SECURE Act currently requires employers 
to allow long-term, part-time workers to 
participate in the employers’ 401(k) plans. The 
SECURE Act provision provides that, except 
in the case of collectively bargained plans, 
employers maintaining a 401(k) plan must 
have a dual eligibility requirement under 
which an employee must complete either 
1 year of service (with the 1,000-hour rule) 
or 3 consecutive years of service (where the 
employee completes at least 500 hours of 
service). This provision reduces the 3 year rule 
to 2 years, effective for plan years beginning 
after December 31, 2024. This provision also 
provides that pre-2021 service is disregarded 
for vesting purposes, just as such service is 
disregarded for eligibility purposes under 
current law, effective as if included in the 
SECURE Act to which the amendment relates. 
This provision also extends the long-term part-
time coverage rules to 403(b) plans that are 
subject to ERISA.
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 + Allows Roth matching contributions — 
Plan sponsors now have the option to allow 
employees to elect to have some or all of 
their contributions be treated as after-tax 
Roth contributions (currently all matches are 
required to be pre-tax). This provision is effective 
immediately.

 + Emergency savings accounts linked to 
individual retirement plan accounts — This 
provision allows employers to offer their 
non-highly compensated employees an 
emergency savings account that is linked to 
their workplace retirement account. Employers 
may automatically opt employees into these 
accounts at no more than 3% of their salary, 
and the portion of an account attributable to 
the employee’s contribution is capped at $2,500 
(or lower as set by the employer). Once the cap 
is reached, the additional contributions can 
be directed to the employee’s Roth defined 
contribution plan (if they have one) or stopped 
until the balance attributable to contributions 
falls below the cap. Contributions are made 
on a Roth-like basis and are treated as elective 
deferrals for purposes of retirement matching 
contributions with an annual matching cap set 
at the maximum account balance ($2,500 or 
lower as set by the plan sponsor). The first four 
withdrawals from the account each plan year 
may not be subject to any fees or charges solely 
on the basis of such withdrawals. At separation 
from service, employees may take their 
emergency savings accounts as cash or roll it into 
their Roth defined contribution plan (if they have 
one) or IRA.

 + Increases small-sum “force-out” option — 
Many plans adopt the small-sum force-out 
option which under current guidance allows 
distributions for terminated employees with a 
balance up to $5,000. This provision increases 
the amount to $7,000 and is effective for 
distributions made after December 31, 2023. 

Employer should take note of the effective dates 
for the various provisions found in SECURE 2.0. 
Under SECURE 2.0, most effective dates were 
pushed out to 2024 or beyond to assist employers 
with an orderly and efficient implementation of 
the new provisions. Click here for a complete 
list of provisions included in SECURE 2.0 ACT. At 
IMA Wealth, we will continue to analyze the final 
provisions of the bill and provide a more in-depth 
review as additional guidance becomes available. 
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Four Plan Design Features to Help You Attract  
and Retain Talent
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According to Morgan Stanley at Work’s September 
Plan Sponsor Research Results, plan design is a fast-
rising differentiator driving employee engagement 
and supporting talent retention strategies in many 
companies.1 

Employer sponsored retirement plans remain a strong 
essential workplace benefit.  Employers are taking 
a more holistic view when designing their employee 
benefits package to better meet the more complex 
scenarios presented by the changing economic climate 
and workforce.  Employers are emphasizing the need 
for a competitive plan with a range of features to  
meet the ever-evolving financial needs of a  
diverse workforce.

So what exactly does that look like? What range of 
features can make your organization’s plan stand out 
among other retirement benefits that might entice your 
top talent to stick around?

1. The plan design. Employees are more likely to 
participate when the plan shows evident strategy 
and thoughtfulness in its design. Features such as 
match, profit sharing, and allowing for after-tax 
Roth contributions encourage enrollment because 
it allows a participant to feel closer to their entire 
paycheck. 

2. The match amount. If you’re matching 5% or 
more, you’re going to see significantly higher 
participation rates. If you’re matching at 3%, it can 
still feel like a warm benefit. 2% and below feels a 
little like the company could take it or leave it, and 
that will be how the participant feels about the 
benefit — and possibly their long-term status at  
the company. 

3. The automatic features. Auto enrollment 
points them to the benefit. Automatic employer 
contribution increases the value of the benefit. 
Automatic escalation raises awareness about the 
power of savings (and compounding). Automatic 
re-enrollment reminds them of the benefit in case 
they waived contributions early on and might like to 
reconsider after becoming more established in the 
company. 

4. The employee engagement strategy. How do 
you feel about your engagement program? Is it 
tailored to the unique needs of your employees? Do 
employees have access to financial wellness tools? 
When there are tools and employee education 
available, participant outcomes and overall 
retirement readiness increases. 

Morgan Stanley at Work’s full Plan Sponsor Research 
Results 2022 is chock full of insightful charts and data 
that can give you more ideas on how your plan design 
can boost your attraction and retention rates. 

We’d love to hear how you’re feeling about your plan 
design and how we can work together to make it a 
stellar part of your talent strategy. 

Sources:    
1 Plan Sponsor Research Results, Morgan Stanley At Work, September 2022 
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Offboarding Employees from Your Retirement Plan
New research from New York based fintech Capitalize, 
a company specializing in managing 401(k) rollovers, 
shows that having an “offboarding” process can 
significantly impact an employee’s opinion of the 
workplace.  Interestingly; however, a full two-thirds of 
employees don’t receive guidance on managing their 
retirement plan benefit when offboarding from their 
employer.1  Leaving 401(k) or 403(b) balances behind can 
result in orphaned accounts that sit unmonitored and 
unmanaged by participants for years — as opposed to 
remaining an active part of their retirement planning. 

This type of neglect can also hurt organizations, which 
are required to continue servicing such accounts — and 
pay for those services. The Plan’s fiduciary’s obligations 
can increase significantly should a participant eventually 
“go missing.” While there are reasons an organization 
may prefer retaining past employees’ funds, such as 
access to lower fees for larger plans, it’s nonetheless 
important to advise participants appropriately about 
managing their retirement accounts upon termination 
for reasons you may not have even considered. 

Offboarding Options 

In 2021, the average amount of money left behind in 
401(k) accounts by former employees was more than 
$55,000, and the total amount of neglected funds 
across the U.S. exceeded $1.35 trillion.2  While there are 
reasons a departing employee might choose to leave 
their money in an old retirement plan (such as lower 
fees, better creditor protection or access to advisory 
services), it also happens when they don’t realize that 
the funds can be rolled into an IRA or another employee-
sponsored plan. 

Others may be confused about how to begin the process 
of moving their money to a new retirement account 
and don’t want to risk a misstep. Some offboarding 
employees mistakenly view their retirement plan funds 
as “free money” when they leave a company and seek 
a termination withdrawal — not realizing the hefty 
penalties they’ll face.  

Have a Retirement Benefit Offboarding Plan 

The rise in popularity of auto-enrollment may increase 
the number of retirement accounts that fall under 
participants’ radar over time. A strong offboarding 
protocol should include a clear set of guidelines for 
accessing, managing and transferring retirement 
balances, including contact information for plan 
sponsors and fiduciaries as well as an overview of 
benefits. It may also be helpful to provide a summary 
statement of account balances.

The Relationship Continues 

Guiding former employees toward better management 
of their retirement benefits isn’t just a way to make sure 
they get their money — it can also reduce your fiduciary 
liability. Care and attention to this important aspect of 
employee benefits at the conclusion of their tenure can 
leave a lasting impression on someone you’ve forged a 
relationship with for years. 

The relationships we build don’t simply dissolve when 
employment changes and demonstrating continuing 
concern for workers’ financial well-being as they exit can 
help cement your organization’s reputation — and even 
help attract future talent. Show your employees you 
continue to value the investment they’ve made in your 
organization — and not just in their retirement account 
— by assisting them during this critical time. 

Sources:    
1 401k Advise a Key Part of "Offboarding" Process, 401K Specialist, March 2022  
2 5 Steps for Tracking Down Lost Money, AARP, February 2022. 
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Workers Are Turning to Employers for Inflation Help
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With inflation at its highest levels in more than four 
decades, it’s not surprising that nearly three in four 
American workers report they’re experiencing increased 
stress concerning their personal finances.1 According to 
a 2022 survey of more than 1,000 employees conducted 
by Voya, almost 90% of respondents say that inflation — 
including the rising cost of food, gas and housing — was 
their greatest concern.1

As a result, many employees (70%), according to the 
research, are looking to optimize employer-provided 
benefits, including HSAs, health care, retirement savings, 
disability income, critical illness and accident insurance 
during open enrollment.1 Increasingly, American families 
are having to reconcile competing budget priorities 
as they attempt to deal with day-to-day financial 
challenges and simultaneously work to meet longer term 
retirement and emergency savings goals. 

Inflationary pressures have hit lower income workers 
harder, with the majority of their paychecks often 
allocated to purchasing food and other basic household 
necessities.2 And with pandemic stimulus and child tax 
credit cushions expiring, the financial impacts are being 
felt to an even greater degree. Unfortunately, even 
the benefit of higher wage growth during a tight labor 
market has largely been outpaced by the combined 
effects of rent increases and inflation.

In contrast, higher income households, with a greater 
proportion of disposable income, tend to apportion a 
higher percentage of their budgets toward retirement 
accounts, investment accounts and mortgage payments 
versus everyday expenses. 2 Plus, their more substantial 
savings and increased home equity, bolstered by the 
recent run-up on home prices, has helped insulate them 
from rising costs at the grocery store and elsewhere.

 + Determining how much they need to retire (44%)

 + Deciding how to invest in their employer-
sponsored retirement plan (39%)

 + Understanding how to generate retirement  
income (35%)

 + Anticipating retirement tax liabilities (35%)s

 
High market volatility and retirement plan investment 
losses have further complicated retirement savings as 
participants have watched account balances diminish. 
Employers can provide education around mitigating 
investment risk as well as saving, budgeting, debt and 
retirement planning through their financial wellness 
programming. They might also consider offering lifetime 
income options in their investment lineup.

Supporting workers through this unprecedented post-
pandemic period of historic inflation will require a 
multipronged strategy, bearing in mind the outsized 
impacts on lower income earners. That employees 
are turning to employers for guidance in maximizing 
their benefits and navigating financial difficulties is an 
encouraging sign — and one that employers should  
not take lightly.

Sources:    
1 Inflation has majority of working Americans planning to spend more time 
reviewing their benefit selections, according to new Voya survey, Voya Financial, 
September 2022
2 'Survival mode': Inflation falls hardest on low-income Americans, The Washington 
Post, February 2022
3 Schwab 401(k) Survey Shows Sharp Increase in Confidence and Demand for 
Financial Advice, Charles Schwab Corporation, June 2021

A 2021 Schwab survey found that participants are 
seeking assistance from employers in the following 
areas when it comes to retirement planning3 

Inflation is at its highest levels 
in more than four decades!
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