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FOR INFORMATIONAL PURPOSES ONLY. NO CURRENT ACTION REQUIRED.

On December 20, 2019, the SECURE Act (Setting Every Community Up for Retirement Enhancement) was signed into law and 
represents some of the most sweeping retirement plan legislation since the Pension Protection Act of 2006. Here’s a high-level 
overview of some of the new law’s key provisions.

Plan eligibility for long-term, part-time workers
The legislation requires employers to permit long-term, part-time workers to participate in 401(k) plans, opening eligibility to employees 
that complete either 1,000 hours within one year or 500 hours in each of three consecutive years. However, employers are not 
required to provide matching contributions for employees who become eligible for the 401(k) plan under this rule. This provision 
is generally effective for plan years beginning after 2020.

Lifetime income disclosure
This provision requires employers to provide participants with an estimate of the annuity income that their account could produce. 
The Department of Labor will provide detailed guidance and model disclosures, which will become part of participants’ annual 
statements. Employers and their recordkeepers will have at least 12 months after such guidance is published to implement the disclosures. 
There is also a fiduciary safe harbor for selection of a lifetime income provider.

Birth or adoption withdrawals
The SECURE Act permits participants to take penalty-free withdrawals of up to $5,000 from a qualified retirement plan for expenses 
related to the birth or adoption of a child, for up to one year following such birth or adoption. This provision may be implemented  
after December 31, 2019. 

Required Minimum Distribution age increased
The Act increases the age for required minimum distributions from age 70½ to 72, enabling certain workers and retirees to delay 
payouts from a retirement plan. This provision does not apply to participants already making such withdrawals. This change is effective 
for participants who turn 70½ after December 31, 2019.

Safe Harbor plan administration
The SECURE Act eliminates the Safe Harbor notice requirement. It also permits a 401(k) plan to elect the 3% nonelective safe harbor  
at any time until 30 days before the close of the plan year. In addition, the Act permits a 401(k) plan to elect into the nonelective safe 
harbor even after the 30th day before the close of the plan year so long as the amendment to adopt the nonelective safe harbor 
is made by (1) the end of the following plan year, and (2) the nonelective contribution is at least 4%. This change is effective for plan 
years after 2019.

SECURE Act becomes law. 
What you need to know.
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Increased QACA Automatic Deferral Rate Cap
This provision retains the 10% cap for a participant’s first year of participation — but permits the rate to be increased  
to 15% for subsequent years. This change is effective for plan years beginning after 2019.

Consolidated Form 5500 Reporting
The Act directs the Internal Revenue Service and the Department of Labor to modify annual retirement plan reporting 
rules to permit certain common individual account plans or defined contribution plans to file a consolidated Form 5500. 
This provision is effective for plan years beginning after 2021.

Increased penalty for Form 5500
The penalty for failure to file Form 5500 would be increased from $25 to $250 for each day during which the failure continues,  
and the maximum penalty that may be imposed would be increased from $15,000 to $150,000. 

Unless otherwise disclosed or agreed to in writing with a client, ADP, LLC and its affiliates (ADP) do not endorse or recommend specific 
investment companies or products, financial advisors or service providers; engage or compensate any financial advisor or firm for the 
provision of advice; offer financial, investment, tax or legal advice or management services; or serve in a fiduciary capacity with respect 
to retirement plans. Investment options are available through the applicable entity(ies) for each retirement product. Investment options 
in the “ADP Direct Products” are available through either ADP Broker-Dealer, Inc. (ADP BD) Member FINRA, an affiliate of ADP, LLC, 
One ADP Blvd, Roseland, NJ or (in the case of certain investments) ADP, LLC. Registration does not imply a certain level of skill or services. 
Nothing in these materials is intended to be, nor should be construed as, advice or a recommendation for a particular situation or plan. 
Registered representatives of ADP BD do not offer investment, tax or legal advice to individuals. Please consult with your own advisors 
for such advice. 
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