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THE SECURE ACT IMPACT ON EDUCATIONAL EMPLOYER RETIREMENT PLANS 

 

 This chart covers the changes under the SECURE Act that affect the retirement plans sponsored by public and private 

educational employers, including 401(a), 401(k), 403(b), and 457(b) plans. This chart provides a general summary and does not 

address all aspects of each change nor SECURE Act changes that are unlikely to affect most educational employers.   

 

PROVISION TYPE OF PLAN 

AFFECTED 

EFFECTIVE 

DATE 

REQUIRED OR 

OPTIONAL 

SUMMARY 

Later Required 

Beginning Date 

SECURE Act, § 

114 

401(a) plan 

 

401(k) plan 

 

403(b) plan 

 

457(b) plan 

 

Traditional IRAs 

Distributions 

required to be 

made after 

December 31, 

2019, with respect 

to individuals who 

attain age 70 ½ 

after December 31, 

2019. 

Required CURRENT LAW: 

Required minimum distributions (RMDs) must begin for a 

participant by the required beginning date, which is the 

April 1 of the calendar year following the calendar year in 

which the participant attains age 70 ½ or retirement, if later 

(for retirement plans other than IRAs). 

RMDs must begin for a surviving spouse by the later of the 

year following the participant's death or year in which the 

participant would have attained age 70 ½. 

A surviving spouse of an IRA owner may alternatively 

maintain the inherited IRA as his/her own IRA, in which 

case RMDs from a traditional IRA must begin when the 

spouse attains age 70 ½.  

CHANGE: 

The SECURE Act raises the required beginning date age 

from 70 ½ to age 72.   

COMMENT: 

For a participant who attains age 70 ½ in 2020, any 

distributions taken in 2020 that would have been RMDs are 

no longer RMDs due to this change. Record keepers will 
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PROVISION TYPE OF PLAN 

AFFECTED 

EFFECTIVE 

DATE 

REQUIRED OR 

OPTIONAL 

SUMMARY 

need to change their distribution processes quickly to ensure 

that the Form 1099-Rs are correctly coded and withholding 

is done under the appropriate rules, and to permit direct 

rollovers of amounts that would have otherwise been 

RMDs. We would expect guidance from the IRS that 

provides some transitional relief with respect to this change. 

This change applies to all 457(b) plans, regardless of 

whether governmental or tax-exempt. 

Required 

Minimum 

Distributions to 

Designated 

Individual 

Beneficiaries 

SECURE Act, § 

401 

401(a) plan 

 

401(k) plan 

 

403(b) plan 

 

457(b) plan 

 

IRAs 

Distributions with 

respect to 

employees who die 

after December 31, 

2019. 

For governmental 

plans and 

collective 

bargained plans, 

distributions with 

respect to 

employees who die 

after December 

31, 2021. 

There is an 

exception for a 

qualified annuity, 

which is a binding 

annuity contract in 

Required CURRENT LAW: 

The required minimum distribution (RMD) rules require 

plan participants to begin taking distributions at their 

required beginning date. When a participant dies, a 

designated individual beneficiary can take distributions 

from the inherited account over the beneficiary's life 

expectancy. These rules apply to 403(b), 401(a), 457(b) 

plans (both governmental and tax-exempt), and IRAs. 

 

The five year rule applies to designated non-individual 

beneficiaries. 

  

CHANGE: 

The SECURE Act provides that upon the death of a defined 

contribution 401(a), 403(b) or governmental 457(b) plan 

participant or IRA owner, the designated individual 

beneficiary is required to take distributions of his or her 

entire inherited account within ten years, regardless of 

whether the RMDs had begun prior to the participant/IRA 

owner's death. The change does not apply to defined benefit 
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PROVISION TYPE OF PLAN 

AFFECTED 

EFFECTIVE 

DATE 

REQUIRED OR 

OPTIONAL 

SUMMARY 

effect on 

December 20, 

2019.    

 

plans. 

There is an exception to the 10 year rule for an inherited 

account payable to an "eligible designated beneficiary."  An 

eligible designated beneficiary is a designated individual 

beneficiary who, on the date of the participant's death, is (i) 

the surviving spouse, (ii) a child under the age of majority, 

(iii) disabled within the meaning of Code Section 72(m)(7), 

(iv) chronically ill within the meaning of Code Section 

7702B(c)(2), or (v) any other person who is not more than 

10 years younger than the participant/IRA owner. For an 

eligible designated beneficiary, distributions can be made 

over the life or life expectancy of the beneficiary beginning 

the year after the death of the participant/IRA owner, with 

the exception that the 10 year rule applies as of the date the 

child attains age of majority. 

The 10 year rule applies upon the death of any eligible 

designated beneficiary. 

There are no changes to the RMD rules for non-individual 

designated beneficiaries. The five year rule continues to 

apply. 

COMMENT: 

This change eliminates "stretch" RMDs for many 

beneficiaries. Under prior law, a participant could name a 

10 year old grandchild as beneficiary, and the grandchild 

could take RMD payments over her life. With this change, 

the grandchild is required to take the entire inherited 

account as a taxable distribution within 10 years of the 
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PROVISION TYPE OF PLAN 

AFFECTED 

EFFECTIVE 

DATE 

REQUIRED OR 

OPTIONAL 

SUMMARY 

participant's death. However, there is no requirement that 

the grandchild take any distributions prior to the last day of 

the 10 year period.   

Regulations are needed with respect this change, including 

as to what is the "age of majority."   

This change applies to all 457(b) plans, regardless of 

whether governmental or tax-exempt. 

Plan 

Withdrawals for 

Birth or 

Adoption 

SECURE Act, § 

113 

401(a) plan  

 

401(k) plan 

 

403(b) plan 

 

Governmental 

457(b) plan 

 

IRAs 

Distributions made 

after December 31, 

2019. 

Optional CURRENT LAW: 

Distributions from 401(a), 403(b), and governmental 457(b) 

plans and IRAs are generally included in gross income the 

year of distribution, and, except for distributions from 

governmental 457(b) plans, are subject to a 10% early 

distribution tax penalty if made prior to age 59 ½, unless an 

exception applies. 

 

In-service distributions from 401(a), 403(b), and 

governmental 457(b) plans are generally not permitted, 

unless a specific exception applies. For example, 

distributions of elective deferrals or from custodial accounts 

under a 401(k) or 403(b) plan generally cannot be made in-

service prior to age 59 ½, except in the case of financial 

hardship or disability.   

 

In-service distributions from IRAs are permitted, subject to 

the 10% early distribution tax penalty. 

 

Eligible rollover distributions from a 401(a), 403(b), or 

governmental 457(b) plan may be rolled tax-free to another 
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PROVISION TYPE OF PLAN 

AFFECTED 

EFFECTIVE 

DATE 

REQUIRED OR 

OPTIONAL 

SUMMARY 

eligible retirement plan within 60 days, subject to 

mandatory 20% withholding. 

 

CHANGE: 

The SECURE Act provides that a "qualified birth or 

adoption distribution" can be made from a defined 

contribution 401(a), 403(b) or governmental 457(b) plan or 

an IRA regardless of whether an in-service distribution 

would otherwise be permitted, and the distribution (i) is not 

subject to the 10% early distribution tax penalty, (ii) is 

exempt from 20% mandatory withholding, the 402(f) notice 

requirement, and the direct rollover rules, and (iii) can be 

repaid to the plan at any time. 

 

A "qualified birth or adoption distribution" is a distribution 

taken within one year of a birth or adoption up to $5,000 in 

aggregate per birth/adoption, provided that the adoption is 

not of a child of the participant's spouse and the child is 

either under age 18 or physically or mentally incapable of 

self-support. The rule applies separately to each spouse. An 

employer is responsible for enforcing the $5,000 limit only 

with respect to distributions from the plans it maintains in 

aggregate. 

 

The participant can repay the distribution to a 401(a), 

403(b), or governmental 457(b) plan or IRA in which he/she 

is a participant and to which rollover contributions can be 

made. A repayment to a 401(a), 403(b) or governmental 

457(b) retirement plan cannot exceed the amount of the 

qualified birth or adoption distribution made from that plan, 



 

 
 Page 6 of 15  Updated as of January 22, 2020 

PROVISION TYPE OF PLAN 

AFFECTED 

EFFECTIVE 

DATE 

REQUIRED OR 

OPTIONAL 

SUMMARY 

and can only be made to that plan if the individual is 

eligible to make contributions to that plan. The repayment is 

treated for tax purposes as if it were a direct rollover of a 

distribution within 60 days. 

COMMENT: 

This is an optional change. Regulations are needed to clarify 

how these provisions, particularly the repayment provisions, 

operate.   

However, even if an employer does not adopt this change, it 

is unclear how the new rule applies if a participant meets 

another distribution rule under the retirement plan – such as 

a severance from employment – and takes a distribution 

which would also qualify in whole or part as a qualified 

birth or adoption distribution. Without guidance, the rules 

appear to require the plan to treat the portion that is a 

qualified birth or adoption distribution as exempt from the 

direct rollover rules, mandatory withholding, and 

distribution of the 402(f) notice. Record keepers will not be 

able to administer this change as of the effective date. We 

would expect guidance from the IRS to provide some 

transitional relief with respect to this change. 

In-Service 

Distributions 

Pension and 

Health Relief to 

Miners, Div. M, 

401(a) defined 

benefit plan 

401(a) money 

purchase pension 

plan 

Plan years 

beginning after 

December 31, 

2019. 

Optional CURRENT LAW: 

In-service distributions from a 403(b) or 401(k) plan are not 

permitted prior to age 59 ½, except for specified financial 

hardships or disability. In-service distributions from a 

401(a) defined benefit or money purchase pension plan are 

not permitted until age 62. In-service distributions from a 

457(b) plan are not permitted until age 70 ½.  
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PROVISION TYPE OF PLAN 

AFFECTED 

EFFECTIVE 

DATE 

REQUIRED OR 

OPTIONAL 

SUMMARY 

§ 104 Governmental 

457(b) plan 
 

CHANGE: 

This change was not in the SECURE Act, but in the 

separate Pension and Health Relief to Miners Act. In-

service distributions are permitted at age 59 ½ for 401(a) 

defined benefit plans and money purchase pension plans, 

and governmental 457(b) plans. 

 

COMMENT: 

This is a welcome change for employers with money 

purchase pension plans and governmental 457(b) plans that 

want to permit in-service distributions at age 59 ½ in order 

to facilitate phased retirement of faculty and other 

employees, consistent with their 403(b) plans. 

 

Note that the in-service distribution rule that applies to tax-

exempt 457(b) plans did not change from 70 ½. 

 

Prohibition on 

Plan Credit 

Card Loans 

SECURE Act, § 

108 

401(a) plan 

 

401(k) plan 

 

403(b) plan 

 

Governmental 

457(b) plan 

Loans made after 

December 20, 

2019. 

Required CURRENT LAW: 

Code Section 72(p) provides that loans from a retirement 

plan are treated as taxable distributions unless certain rules 

are satisfied. There are no rules on the number or size of 

loans made from a plan. 

CHANGE: 

The SECURE Act adds a new rule prohibiting plans from 

making loans through the use of a credit card or similar 

arrangement. 

COMMENT: 

In part to reduce operational errors, many employers limit 
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PROVISION TYPE OF PLAN 

AFFECTED 

EFFECTIVE 

DATE 

REQUIRED OR 

OPTIONAL 

SUMMARY 

the number of loans that a participant can take at one time, 

and this change is unlikely to impact educational employers.  

Automatic 

Enrollment and 

Escalation Rule 

SECURE Act, § 

102 

401(k) plan Plan years 

beginning after 

December 31, 

2019. 

Optional CURRENT LAW: 

A qualified automatic contribution arrangement ("QACA") 

provides a nondiscrimination safe harbor for employers that 

automatically enroll employees under a 401(k) plan. The 

QACA rules prohibit automatic enrollment or escalation of 

employee elective deferrals greater than 10% of 

compensation.   

CHANGE: 

The SECURE Act raises the 10% automatic escalation limit 

for QACAs to 15% for years after the first plan year in 

which a participant is automatically enrolled. The default 

contribution rate in the first plan year following automatic 

enrollment still may not exceed 10%. 

COMMENT: 

This increase could already apply to plans that incorporate 

the QACA limit by reference.  

Safe Harbor 

401(k) Plan 

SECURE Act, § 

103 

401(k) plan Plan years 

beginning after 

December 31, 

2019. 

Optional CURRENT LAW: 

401(k) plans designed to satisfy the nondiscrimination safe 

harbor rules by making nonelective contributions are 

required to satisfy certain notice requirements and adoption 

deadlines. 

 

CHANGE: 

The SECURE Act eliminates the safe harbor notice 

requirement for 401(k) plans designed to satisfy the safe 
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PROVISION TYPE OF PLAN 

AFFECTED 

EFFECTIVE 

DATE 

REQUIRED OR 

OPTIONAL 

SUMMARY 

harbor rules by using nonelective contributions. In addition, 

the Act permits a plan to be amended to become a 

nonelective contribution safe harbor plan for a plan year (i) 

any time before the 30th day before the end of the plan year 

or (ii) on or after the 30th day before the end of the plan 

year if the amendment is made by the end of the next plan 

year and the nonelective contribution is at least 4% (rather 

than 3%).   

Eligibility of 

Long Term Part-

Time Employees 

SECURE Act, § 

112 

401(k) plan Plan years 

beginning after 

December 31, 

2020. 

For purposes of 

the new eligibility 

criteria, 12-month 

periods beginning 

before January 1, 

2021 need not be 

taken into account. 

Required CURRENT LAW: 

The minimum participation rules for 401(k) plans generally 

require that an employee be eligible to make elective 

deferrals upon completion of a year of service of 1,000 

hours. 

CHANGE: 

The SECURE Act requires 401(k) plans to permit an 

employee to participate if the employee either completes (i) 

a year of service based on a 1,000 hours requirement or (ii) 

three consecutive years of service in which the employee 

has at least 500 hours of service. This change does not apply 

to collectively bargained plans. 

To ease the implementation of this requirement, the Act 

permits plans to exclude from nondiscrimination and 

coverage testing any employees who become plan 

participants because of this SECURE Act provision. 

Additionally, the rule applies for purposes of elective 

deferrals only, and the employer is not required to make 

employer contributions on behalf of such employees. 
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PROVISION TYPE OF PLAN 

AFFECTED 

EFFECTIVE 

DATE 

REQUIRED OR 

OPTIONAL 

SUMMARY 

If employer contributions are made on behalf of employees 

who become participants under this new rule, then each 12 

month period for which the employee has at least 500 hours 

of service shall be treated as one year of vesting service. 

COMMENT: 

Because years of service that begin prior to January 1, 2021, 

are not required to be taken into account, the first year that 

this change will affect a 401(k) plan participant is 2024.  

Regulations are needed with respect to this change. 

 

Portability of 

Lifetime Income 

Investments 

SECURE Act, § 

109 

401(a) plan 

 

401(k) plan 

 

403(b) plan  

 

Governmental 

457(b) plan 

Plan years 

beginning after 

December 31, 

2019. 

Optional CURRENT LAW: 

In-service distributions from 401(a), 403(b), and 

governmental 457(b) plans are generally not permitted, 

unless a specific exception applies. For example, 

distributions of elective deferrals or from custodial accounts 

under a 401(k) or 403(b) plan generally cannot be made in-

service prior to age 59 ½, except in the case of financial 

hardship or disability. 

 

CHANGE: 

When a lifetime income investment option is no longer 

authorized as a plan investment option, a defined 

contribution 401(a), 401(k), 403(b) or governmental 457(b) 

plan may permit a (i) direct rollover to an eligible retirement 

plan or IRA of a lifetime income investment or (ii) 

distribution of a lifetime income investment in the form of a 

qualified plan distribution annuity contract to the 

participant, regardless of whether an in-service distribution 

is otherwise available. 
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PROVISION TYPE OF PLAN 

AFFECTED 

EFFECTIVE 

DATE 

REQUIRED OR 

OPTIONAL 

SUMMARY 

A "lifetime income investment option" is an investment 

option which provides an employee with election rights to a 

"lifetime income feature" which is not uniformly available 

with respect to other investment options under the plan. A 

"lifetime income feature" is (i) a feature which guarantees a 

minimum level of income at least annually for the 

remainder of the life of the employee or joints lives of the 

employee and a beneficiary or (ii) an annuity payable on 

behalf of the employee under which payments are made in 

substantially equal periodic payments at least annually over 

the life of the employee or joint lives of the employee and a 

beneficiary. 

COMMENT: 

In order to address the concern that participants may outlive 

their retirement savings, some employers have added or are 

considering adding in-plan annuities to their defined 

contribution plans. One concern with adding in-plan 

annuities to a plan has been the potential negative impact to 

participants if the employer decides to eliminate or replace 

the option in the future. For example, a participant may lose 

guarantees for which the participant has already paid. 

This change addresses that concern by permitting the in-

kind distribution or rollover of the lifetime income 

investments in these types of situations.  

Termination of 

403(b) Custodial 

Accounts 

SECURE Act, § 

403(b) plan Retroactively 

effective for tax 

years beginning 

after December 31, 

Optional CURRENT LAW: 

403(b) plan investments are limited to annuity contracts or 

mutual funds held in custodial accounts. The final 403(b) 

regulations provided that when a 403(b) plan terminates, the 

assets must be distributed to participants within 12 months.  
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PROVISION TYPE OF PLAN 

AFFECTED 

EFFECTIVE 

DATE 

REQUIRED OR 

OPTIONAL 

SUMMARY 

110 2008. While annuity contracts can be distributed directly to 

participants and remain tax-deferred, the regulations did not 

provide that custodial accounts can similarly be distributed 

to participants in kind. 

CHANGE: 

The SECURE Act directs the Secretary of the Treasury to 

issue guidance within six months of December 20, 2019, 

that permits the distribution of a custodian account in kind 

to a participant at plan termination, which will remain tax-

deferred as a Code Section 403(b)(7) custodial account until 

actually paid to the participant.   

COMMENT: 

This change is retroactive to the effective date of the final 

regulations under Code Section 403(b), such that employers 

that have already made in-kind distributions of individual 

custodial accounts when they terminated their 403(b) plans 

will be covered by the new regulations.  This change 

provides welcome flexibility for employers that want to 

terminate their 403(b) plans but have individual custodial 

accounts funding the plan. 

 

Lifetime Income 

Disclosures 

SECURE Act, § 

203 

401(a) plan 

 

401(k) plan 

 

403(b) plan 

 

These new 

disclosure 

Pension benefit 

statements 

furnished more 

than 12 months 

after the latest of 

the issuance by the 

Secretary of 

interim final rules, 

Required CURRENT LAW: 

ERISA requires the administrator of a defined contribution 

plan to provide participants a pension benefit statement 

which indicates accrued benefits and vested benefits, the 

value of each investment, and certain investment 

information. 

 

CHANGE: 
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PROVISION TYPE OF PLAN 

AFFECTED 

EFFECTIVE 

DATE 

REQUIRED OR 

OPTIONAL 

SUMMARY 

provisions apply 

to ERISA covered 

plans only.  While 

not applicable to 

governmental 

plans, the rules 

may be useful to 

governmental 

plans that want to 

voluntarily 

provide this type 

of disclosure to 

participants. 

the model 

disclosure, or the 

assumptions for 

determining the 

equivalencies. 

The SECURE Act amends ERISA to provide that the 

pension benefit statement for defined contribution plans 

must also contain a lifetime income disclosure at least 

annually. A lifetime income disclosure statement must set 

out the lifetime income stream equivalent of the 

participant's total accrued benefits, which generally means 

the monthly payments the participant would receive if the 

total accrued benefits of the participant were used to 

provide a qualified joint and survivor annuity and a single 

life annuity. The Secretary is directed to prescribe rules 

outlining the assumptions on which to make these 

calculations. The Secretary is also directed to issue a model 

lifetime income disclosure within a year of December 20, 

2019.   

 

A plan fiduciary, plan sponsor or any other person will not 

have any liability with respect to providing a lifetime 

income disclosure so long as the prescribed assumptions are 

used and the participant is provided with the explanations in 

the model lifetime income disclosure. 

 

COMMENT: 

Since this provision does not take effect until final 

regulations are issued, employers will likely not have to 

comply with these rules before 2021 at the earliest.   

 

Fiduciary Safe 

Harbor for 

Selecting 

Lifetime Income 

401(a) plan 

 

401(k) plan 

 

December 20, 

2019 

Optional CURRENT LAW: 

Fiduciaries of ERISA plans are required to discharge their 

duties for the exclusive purpose of providing benefits to 

participants and defraying the reasonable expenses of 
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PROVISION TYPE OF PLAN 

AFFECTED 

EFFECTIVE 

DATE 

REQUIRED OR 

OPTIONAL 

SUMMARY 

Provider 

SECURE Act, § 

204 

403(b) plan  

 

These new 

disclosure 

provisions apply 

to ERISA covered 

plans only.  While 

not applicable to 

governmental 

plans, such plans 

often voluntarily 

operate in 

accordance with 

ERISA or similar 

fiduciary 

standards and 

may find these 

new rules useful 

by analogy. 

administering the plan with the care, skill, prudence and 

diligence under the circumstances then prevailing that a 

prudent man acting in a like capacity and familiar with such 

matters would use in the conduct of an enterprise of a like 

character and with like aims (referred to as the "prudent 

man rule.") 

 

CHANGE: 

The SECURE Act amends ERISA to provide a safe harbor 

for fiduciaries selecting an insurer for a guaranteed 

retirement income contract. A "guaranteed retirement 

income contract" is an annuity contract for a fixed term or a 

contract that provides guaranteed benefits annually for the 

remainder of the participant's life or joint lives of the 

participant and beneficiary under an individual account 

plan.   

 

Under the safe harbor, the prudent man rule will be deemed 

to be satisfied if the fiduciary (i) engages in an objective, 

thorough and analytical search to identify an insurer from 

which to purchase a guaranteed retirement income contract, 

(ii) considers each insurer's financial capability and costs, 

and (iii) determines at the time of selection that the insurer 

is financially capable of satisfying its obligations and that 

the cost of the contract is reasonable. The fiduciary can rely 

on certain certifications of financial capability provided by 

the insurer. 

 

COMMENT: 

A challenge under the existing safe harbor for selecting an 



 

 
 Page 15 of 15  Updated as of January 22, 2020 

PROVISION TYPE OF PLAN 

AFFECTED 

EFFECTIVE 

DATE 

REQUIRED OR 

OPTIONAL 

SUMMARY 

insurer for a guaranteed retirement income contract has 

been analyzing the financial strength of the insurance 

company. This new safe harbor is very helpful to employers 

in providing that they can rely on insurance company 

certifications of financial capability. The employer must 

still evaluate the annuity as a potential investment in the 

plan under the regular fiduciary standards, however. 

 
 

This publication is intended for general information purposes only and does not and is not intended to constitute legal advice. The reader 
should consult with legal counsel to determine how laws or decisions discussed herein apply to the reader’s specific circumstances. 


