
On December 20, 2019, the Setting Every Community Up for Retirement Enhancement Act 
(SECURE Act) was signed into law as part of a broader federal package. The legislation, 
which has been widely recognized as a significant step forward to improving the financial 
wellness of millions of Americans, includes many provisions that impact plan sponsors, 
savers, and retirees. 

To help you understand the legislation and many of its key provisions, we’ve prepared this document. 

The rules around taking required minimum distributions (RMDs) from an IRA or 
employer’s retirement plan changed on January 1, 2020.

If an IRA owner or plan participant’s birthday is on or after July 1, 1949, their age for starting RMDs will be age 72,  
not age 70½. If the IRA owner or participant was born before July 1, 1949, their age for starting RMDs remains at 
70½.

It is important to remember that in the case of an IRA, this age, as applied to the individual, is the latest age at which 
minimum withdrawals must begin. Individuals are free to begin taking withdrawals prior to that age, subject to the 
terms  
of the the IRA and the investment arrangement.

Also keep in mind that, for accounts inside an employer’s retirement plan, unless an individual is a 5% owner of the 
employer, their RMDs are required to begin upon the later of:

• Attainment of the specified age (either 70½ or 72)

• Retirement from the employer sponsoring the plan.
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The rules for distributions to a beneficiary following the primary account holder’s  
death have changed.
Rather than allowing all individuals who are designated beneficiaries to take their payments over their life expectancy 
(sometimes referred to as a “stretch” payout), the period over which payments may be made to many of these beneficiaries 
will be limited to 10 years. This limit will not apply to post-death distributions to:

• A surviving spouse

• The account holder’s minor child until age of majority

• A chronically ill or disabled beneficiary

• A beneficiary who is not more than 10 years younger than the account holder

The rule for a beneficiary who is does not qualify as a “designated beneficiary” has not changed; if the account holder  
dies before RMDs have begun, those distributions will be required within five years following the account holder’s death.

These changes generally went into effect January 1, 2020, for most plans and IRAs that were already subject to the  
existing distribution requirements. However, a later effective date of January 1, 2022 applies to certain collectively 
bargained and/or governmental plans. Additionally, certain existing beneficiary arrangements are excluded from the 
changes. Those generally include annuitized contracts and other annuity contracts under which the account holder has  
made an irrevocable election with respect to the form of beneficiary payout, prior to the date of enactment.

There is no longer a maximum age for making an IRA contribution.  
IRA contribution eligibility still requires that the individual have compensation.
Related to this change, an additional change was made to the rules governing non-taxable direct rollovers to qualified 
charities, referred to as Qualified Charitable Distributions, or QCDs. The amount of allowable QCDs will be reduced by  
the amount of any post-70½ pre-tax IRA contributions.

Under the SECURE Act, certain non-taxable fellowships and stipends provided to graduate students can now be treated  
as compensation for making IRA contributions. Also, certain healthcare workers will be able to count excludable foster  
care “difficulty of care” payments as compensation for purposes of making after-tax IRA or retirement plan contributions.

Regarding plan loan rules, the legislation added a prohibition on offering certain retirement 
plan loans through the use of a credit card. 
Few if any plans included such a feature prior to the legislation, so the change is not likely to impact most plan participants.

The legislation reduced the earliest permitted distribution age, for in-service distributions,  
to 59½, for:

• Eligible governmental 457(b) plans

• Defined benefit plans

• Money purchase defined contribution pension plans

Prior to the change, these plans imposed later age restrictions on in-service distributions.

Note that this is the earliest age at which in-service distributions could be permitted under the above plans.  
Again, individuals should always consult the terms of their plan to determine whether in-service distributions 
are allowed and if so, at what age.

The changes are effective for plan years beginning on or after January 1, 2020.
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There are three provisions which relate to lifetime income within employer-sponsored 
retirement plans that are subject to the requirements of Title I of the Employee Retirement 
Income Security Act of 1974, as amended (ERISA):
• Annuity selection safe harbor: the provision outlines steps that plan fiduciaries should take in order to be  

deemed to have satisfied their duties under ERISA as part of a prudent and diligent investment selection process.

• Annuity portability: the provision permits an in-service distribution of certain annuity contracts providing lifetime 
income benefits, either in-kind or as an IRA rollover, if the contract is no longer available as an investment under  
the plan.

• Annuity income estimates: the provision will require that plan benefit statements include a projection of annuity 
income, to help participants better understand the connection between their account balance and expected retirement 
income. This provision will go into effect following issuance by the U.S. Department of Labor of specific guidance.

A provision in the legislation allows distributions upon the birth or adoption of a child, 
referred to as a “qualified birth or adoption distribution,” of up to $5,000 from an 
applicable eligible defined contribution plan or IRA.  
 
This distribution is not subject to the 10% early withdrawal penalty. In addition, if the plan permits, the distribution can  
be taken even if the individual is not otherwise eligible to receive a distribution from the plan. The legislation also  
includes provisions to permit a repayment of such a distribution to a plan or IRA. Although this provision went into effect  
on January 1, 2020, there are still many details still to be determined, including:

• What specific actions a plan should take if it decides to allow the distributions, in anticipation of a formal  
plan amendment

• Whether documentation will be required, or whether the plan or IRA can rely upon the individual’s representations

• How the distribution should be tax reported, especially with respect to the exception to the 10% early  
withdrawal penalty

A provision relating to 529 plans:  
A change in the legislation, retroactive to January 1, 2019, allows the treatment of certain apprenticeship  
program expenses and qualified student loan repayments, up to a lifetime limit of $10,000 per individual,  
as non-taxable distributions.

The legislation affects longer term part-time employees and their eligibility to participate  
in their employer’s 401(k) plan. 
Starting with plan years that begin after December 31, 2020, 401(k) plans will be required to allow part-time employees 
with at least 500 hours of service in at least three consecutive 12-month periods (and have reached age 21) to make 
elective deferrals to the plan. The new requirement generally will not require employer contributions (matching or  
non-matching) to those individuals, if they did not meet the otherwise applicable eligibility limitations. The provision  
also provides nondiscrimination, coverage and top-heavy testing relief.
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In addition to provisions applicable to a range of employer-sponsored retirement plans,  
the legislation included 403(b) specific provisions to:

• Facilitate in-kind distribution and/or rollover of 403(b)(7) custodial accounts in a plan termination.  
This provision was retroactively effective beginning with taxable years beginning after December 31, 2008

• Clarify that employees of non-qualified church-controlled organizations (NQCCOs) can participate in a  
403(b)(9) Retirement Income Account (RIA). This provision was made retroactively effective, for all years

Provisions allowing plans and/or their annual returns (Form 5500) to be aggregated for 
certain purposes were included in the legislation:

• Allow plans of unrelated employers to file a single joint Form 5500, subject to a number of specific requirements  
and limitations, including a requirement that the plans utilize the same trustee, plan administrator, and investments.  
This provision is generally does not become effective until related Treasury and Department of Labor guidance  
(which are also subject to a deadline in the legislation) is published and become effective

• Provide guidance regarding multiple employer plans and pooled employer plans that are 401(a) plans or  
are funded with IRAs. These provisions generally become effective for plan years beginning after December 31, 2020

Regarding timing of the plan amendments:  
Plans generally may be amended for such provisions on or before the last day of the first plan year beginning on or after 
January 1, 2022, or by a later date if specified by the Secretary of the Treasury. In addition, for governmental plans and 
qualifying collectively bargained plans, the operative date is two years later, January 1, 2024.
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