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Just when you thought you had an up-to-date retirement
plan that accounts for all the changes of the Setting Every
Community Up for Retirement (SECURE) Act of 2019,
Congress wrapped up 2022 with the SECURE 2.0 Act.

Former President Joe Biden signed the 4,000-plus-page
bill into law on December 29. Its 92 provisions affect
consumers, businesses, and plan sponsors. Note that
this article is provided for summary purposes and does
not include all provisions in SECURE 2.0.
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SECURE 2.0 builds on the 2019 act by improving
access to retirement plans and expanding the paths

for contributing to 401(k)s, Roths, and IRAs. The new
legislation creates opportunities to save for millions of
individuals at or near retirement age as well as those just
entering the workforce. There are dozens of provisions
that benefit specialized groups such as private-sector
firefighters, military spouses, surviving spouses,
disabled employees, students, domestic employees,
and victims of domestic abuse.
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Some changes start this year, while others are delayed to future years. Here are some of the highlights of SECURE 2.0:

¢ Big changes for required minimum distributions
(RMDs)
The age that you must begin making minimum
withdrawals is increased from 72 to 73 immediately
and increases again to 75 in 2033. Beginning in 2024,
RMDs were no longer required for Roth accounts in
employer retirement plans.

Catching up more quickly

Beginning in 2025, some employees in their early 60s
will be able to make larger catch-up contributions to
several kinds of retirement accounts.

New rules for student loan payments

Beginning in 2024, employers could make matching
contributions to workers’ retirement accounts based
on qualifying student loan payments.

Rollovers from 529 accounts to Roth IRAs
Effective in 2024, 529 assets that meet certain
requirements can be rolled over into a Roth IRA for
the beneficiaries.

Mandatory participation in employee retirement
plans

Beginning in 2025, most new 401(k) and 403(b) plans
will have to provide automatic enrollment for new
employees. Employees can request to opt out and
many small companies and government and religious
plans won'’t be affected.

Expansion of coverage for part-time workers
Beginning in 2024, the law increased the number of
part-time employees eligible for employer 401(k) or
403(b) plans by reducing the work requirement to two
consecutive years of 500 hours of service, down from
the previous requirement of three years of 500 hours
annually or one year of 1,000 hours.
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More exceptions for early withdrawals
Restrictions on distributions before age 59'/2 will be
loosened for many public safety workers, employees
affected by disasters, and domestic abuse victims,
among others. This will provide many more penalty
exceptions. However, amounts withdrawn will still be
subject to income taxation.

An increase in qualified charitable distributions
(QCD) amount

Beginning in 2024, the maximum annual amount
allowed for QCDs was indexed for inflation instead of
being limited to $100,000. There also is a one-time
opportunity to use a QCD to fund several kinds of
split-interest charitable trusts.

Emergency savings plans

Employees who are not highly compensated will
be eligible to participate in an Emergency Savings
Account that will be linked to an existing employer
retirement plan in which funds can be withdrawn
penalty free during an emergency.

Pooled Employer Plan (PEP)

A PEP is a retirement plan that allows multiple employers
from unrelated industries, regardless of size, to join a
single pooled retirement plan. A PEP provides several
benefits to the “adopting employer” including reduced
cost as well as transferring most of the compliance,
administrative, and fiduciary responsibilities to a third
party. SECURE 1.0 allowed PEPs to be created for
401(k) plan sponsors. Secure 2.0 has opened up PEPs
to 403(b) plan sponsors as well.
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Here’s a timeline for when these and other provisions of SECURE 2.0 take effect:

Effective in 2023

® The age for required minimum distributions increased
from 72 to 73.

e SIMPLE IRAs can accept accept Roth contributions
and employers can offer employees the ability to treat
employee and employer SEP contributions as Roth
(in whole or in part).

e Public safety officers can exclude up to $3,000 of
retirement benefits to pay for health insurance.

e Employers and plan providers can offer “de minimis
financial incentives” such as gift cards for employees
to sign up for a plan.

® The penalty for failure to take RMDs are reduced from
50% to 25% and are further reduced to 10% if the
failure is corrected promptly.

e Defined contribution plans can provide participants
with the option of receiving matching contributions on
a Roth basis.

¢ New rules apply for annuities in employer-sponsored
plans include an increase to a maximum of $200,000
that can be used to purchase qualified longevity
annuity contracts (QLACs) and the elimination of certain
IRS barriers to the distribution of annuity benefits.

e Taxpayers can use a qualified charitable distribution of
up to $50,000 each to make a one-time distribution to
a charitable split-interest trust, but there are numerous
restrictions, so check with your financial advisors.

¢ Non-highly compensated employees can contribute
up to $2,500 annually to an emergency savings account
linked to an existing employer retirement plan that they
can access for emergency use without penalty.
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Effective in 2024

Limits on catch-up contributions to traditional and
Roth IRAs automatically begin to adjust for inflation in
increments of $100.

Catch-up contributions to qualified retirement plans
for high-income taxpayers are subject to Roth tax
treatment. There’s no pre-death RMD requirement for
Roth-related retirement accounts.

Employers can begin treating student loan debt
payments by employees as an elective salary deferral
for matching contribution purposes and contribute the
allowed amount to the employees’ retirement savings
accounts.

The maximum allowable qualified charitable
distribution is indexed for inflation. An exception for
penalty-free distribution from a retirement account
for some emergency expenses kicks in, but only one
exception per year of not more than $1,000.

Domestic abuse survivors can withdraw up to $10,000
from a retirement account without an early distribution
penalty.

Retirement plans known as Starter 401(k)s are available
for small businesses to offer employees who are at a
3% to 15% compensation deferral rate.

Beneficiaries of certain 529 savings plans for
education expenses can begin transferring unused
funds, up to a lifetime maximum of $35,000, into a
Roth IRA if the 529 account has been active for at
least 15 years.

Contribution and catch-up limits are raised for SIMPLE
IRA plans, available only to companies with 100 or
fewer people. Companies with 25 or fewer employees
can increase the limits by 10% when workers reach
age 50. Companies with 26 to 100 employees must
meet certain conditions to provide the increases.
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Effective in 2025

e Companies that have been in existence for three or
more years with 10 or more employees must begin
automatic enrollment for new employees in company-
sponsored retirement plans. Contributions must be at
a rate of at least 3% compensation, which will increase
annually. Retirement plans started after December 29,
2022, must increase their contribution percentages by
at least 1% annually, up to at least 10% but no more
than 15%.

Coverage will be improved for part-time employees.
Reduces the three-years-of-service rule to two years
of service of at least 500 hours to participate in a
company’s retirement plans.

Catch-up contribution limits for retirement plans will be
increased for employees in 401(k) or 403(b) plans who
are ages 60 to 63. That limit will be increased from
$6,500 to the greater of $10,000 or 150% of the catch-
up amount.

Effective in 2026

e Catch-up contributions to qualified retirement plans
for high-income taxpayers are subject to Roth tax
treatment.

Effective in 2027

* | ower-income employees will be eligible for a federal
Saver’s Match contribution of up to $1,000 (50% of
their contributions up to a maximum of $2,000) to their
retirement savings accounts. The benefit is phased out
at higher income levels and full-time students won't
be eligible. This is an update from the government’s
current Saver’s Credit program.

Effective in 2033
e The RMD age will increase to 75.

Many of these provisions are greatly detailed and contain numerous exceptions, income limits, or other requirements.
Please contact your relationship manager on how this might impact your retirement program.

KeyBank Institutional Advisors collaboratively engages stakeholders to understand their organization’s strategic mission,
values, and goals. Our advisors are professionals supported by subject matter experts across client disciplines/market
segments. Combining our expertise with an understanding of the client, we recommend and implement customized,

coordinated financial solutions.
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Solutions at KeyBank. In this role, Craig is responsible for leading our client experience
and new client acquisition strategy for pension funds and retirement solutions. Craig has
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defined contribution retirement programs, retiree medical benefits, reinsurance, and
captive insurance arrangements.
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About the Author

In her role, Tina Myers is responsible for managing the Central Planning Team and
overseeing the Key Wealth Institute and any financial planning content distributed. She
works with our Regional Planning Strategists to help facilitate our best thinking and
advice delivery to clients.

Before joining Key, Tina worked in the public accounting industry, where she focused on
taxes, specifically individual, trust, estate, and gift tax planning. She also held roles at a
small public accounting firm, a regional firm, and the private client group of a large multi-
national firm.

Tina earned an M.Tax from Virginia Commonwealth University and holds several industry-
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The Key Wealth Institute is comprised of financial professionals representing KeyBank National Association (KeyBank) and certain affiliates, such as Key Investment Services
LLC (KIS) (and KeyCorp Insurance Agency USA Inc. (KIA).

KeyBank Institutional Advisors is the marketing name under which KeyBank National Association (KeyBank) offers investment management and fiduciary services to
institutional clients.

Any opinions, projections, or recommendations contained herein are subject to change without notice, are those of the individual author(s), and may not necessarily represent
the views of KeyBank or any of its subsidiaries or affiliates.

This material presented is for informational purposes only and is not intended to be an offer, recommendation, or solicitation to purchase or sell any security or product or to
employ a specific investment or tax planning strategy.

KeyBank, nor its subsidiaries or affiliates, represent, warrant or guarantee that this material is accurate, complete or suitable for any purpose or any investor and it should
not be used as a basis for investment or tax planning decisions. It is not to be relied upon or used in substitution for the exercise of independent judgment. It should not be
construed as individual tax, legal or financial advice.

The summaries, prices, quotes and/or statistics contained herein have been obtained from sources believed to be reliable but are not necessarily complete and cannot be
guaranteed. They are provided for informational purposes only and are not intended to replace any confirmations or statements. Past performance does not guarantee
future results.

Investment products, brokerage and investment advisory services are offered through KIS, member FINRA/SIPC and SEC-registered investment advisor. Insurance products
are offered through KIA. Insurance products offered through KIA are underwritten by and the obligation of insurance companies that are not affiliated with KeyBank.

Non-deposit products are:
\ NOT FDIC INSURED » NOT BANK GUARANTEED * MAY LOSE VALUE  NOT A DEPOSIT « NOT INSURED BY ANY FEDERAL OR STATE GOVERNMENT AGENCY \
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