CTIAA

Securing a Strong Retirement Act (SECURE 2.0 Act of 2022) is an important piece of retirement legislation signed
into law on December 29, 2022. This Act includes provisions intended to make retirement plans more widely
accessible; reinforces the importance of saving; and offers many American workers the opportunity for greater
financial security in retirement. Now is the time for plan sponsors and consultants to understand how the provisions

of the new law may impact retirement plans. As a supplement to the , included in this
document are answers to frequently asked questions (FAQ) to provide you with a deeper understanding of the
provisions.

We expect to receive and provide continued guidance regarding the implementation of the provisions and
will share this information with you through timely updates. Plan sponsors should review all provisions
with their legal counsel to determine how a provision may impact their plan(s).

Important information about required plan amendments

As described in Section 501 of the Act, plan amendments are allowed on or before the last day of the first plan year beginning
on or after January 1, 2025 (2027 in the case of governmental plans), as long as the plan operates in accordance with such
amendments as of the effective date of a requirement or amendment. Plan amendment dates are aligned under the SECURE
2.0 Act, the CARES Act, and the Taxpayer Certainty and Disaster Tax Relief Act of 2020 to these new dates (instead of 2022
and 2025).

This SECURE 2.0 Act FAQ is organized into three sections:

1. Near-term provisions to focus on today
2. Beyond 2023: Additional provisions to consider
3. Provision specific to IRAs only
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Frequently asked questions — Near-term provisions to focus on today

The provisions in this section are likely to impact retirement plans within the next year. Some of these near-term provisions
became effective on 12/29/22—the date of SECURE 2.0 Act enactment—and other provisions became effective shortly
thereafter.

Provision: Required minimum distribution (RMD) age increase (8107)

1. If an employee reaches RMD age while working for the plan sponsor, can the employee suspend his or her RMD
from the sponsor’s retirement plan?

Generally, an employee is required to take an RMD by April 1 following the later of the calendar year in which the
employee reaches the RMD Applicable Age or retires (if the sponsor’s retirement plan allows this). An employee’s RMD
Applicable Age is:

70 % if the participant was born before 7/1/1949;

72 if the participant born on or after 7/1/1949 or in 1950;
73 if the participant was born between 1951 and 1958;
75 if the participant was born in 1960 or after

Federal guidance is needed to determine the RMD Applicable Age for participants born in 1959.

If a participant turned 72 in 2022 but is still actively employed at the plan sponsor and the plan uses the “later of age 73 or
retirement” approach; the participant is not due an RMD in 2022.

Provision: Small, immediate financial incentives for contributing to a plan (8113)

1. Are employers allowed to offer de minimis incentives such as low dollar amount gift cards to employees who
contribute to a plan?

Yes. The provision exempts de minimis financial incentives made by the employer to its employees from prohibited
transaction and contingent benefit rules applicable to 401(a), 401(k) and 403(b) plans, provided such incentives are not
paid for with plan assets and are provided to employees who elect to have the employer make contributions under the
arrangement instead of receiving cash.

2. Is agift card taxable to the employee and reportable on their W2?
Generally, yes. Participants should consult their tax advisor.

3. Can plan sponsors use plan assets to cover or offset the cost of this incentive?

No. The provision only allows employers to provide de minimis incentives to their employees. Also, employers are
prohibited from using plan assets to provide the incentives.

Provision: Enhancement of 403(b) plans (§128)

1. Does SECURE 2.0 Act permit CITs in 403(b) plans?
The practical implication is that CITs are not permitted in 403(b) plans until federal securities law changes are made. While

SECURE 2.0 Act amended the federal tax code to permit CITs in 403(b) plans, federal securities laws still need to be
amended to allow 403(b) plans to invest in CITs.
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2.

When will the federal securities law change be made?

TIAA does not have an estimated timeframe for whether or when federal securities laws may be amended.

Provision: Eliminate the “first day of the month” requirement for governmental section 457(b) plans (8306)

What is the impact of the elimination of the “first day of the month” rule in SECURE 2.0 Act?

SECURE 2.0 Act amended the rule to allow participants in governmental 457(b) plans to defer compensation in a current
month as long as the deferral agreement is entered into before the compensation is made available (subject to plan terms).
The provision does not modify the deferral timing rules for 457(b) plans of non-governmental tax-exempt entities.

Is this a mandatory provision and does it apply to all employees in governmental section 457(b) plans?

Plan sponsors have the option to adopt this provision. If the plan adopts this provision, it allows participants in
governmental 457(b) plans to defer compensation in a current month as long as the deferral agreement is entered into
before the compensation is made available. This change brings governmental 457(b) elective deferral timing in alignment
with 401(k) and 403(b) plans.

Provision: Treatment of employer matching contributions or nonelective contributions as Roth contributions (§604)

1.

2.

3.

Is this a mandatory provision?

No, it appears that plans have the option to permit employees to designate employer matching and/or nonelective
contributions as designated Roth contributions.

Are Roth-designated employer matching contributions and/or nonelective contributions required to be vested?
Yes. This option is only available if employer contributions are fully vested.

Are employer matching and/or nonelective contributions, designated as Roth, taxable to participants?

If a plan allows, and a participant elects to have matching contributions and/or employer nonelective contributions made to

the plan as Roth contributions, the contributions are taxable income for the participant. Note: Sponsors should review their
payroll procedures or talk with their payroll provider to determine if system changes may be needed.
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Frequently asked questions — Beyond 2023: Additional provisions to consider

The provisions in this section become effective on 12/31/23, and beyond. Although the effective dates for these provisions may
not impact a plan immediately, we encourage you to evaluate them and plan accordingly.

Provision: Auto-enrollment in new retirement plans (8101)

1. Will new 401(k) or 403(b) plans be required to include automatic enroliment and auto-escalation?

Yes, it is a mandatory provision that applies to new 401(k) and ERISA 403(b) plans with a start date after 12/31/24. Plans
established before 12/31/24 are not required to provide auto enrollment and auto escalation.

2. If aplan implemented prior to 12/31/24 has automatic enroliment, is it possible to eliminate the automatic
enrollment provision?

Yes, an existing plan may generally be amended to eliminate the automatic enrollment feature subject to certain notice and
disclosure requirements.

Provision: Saver’s match (§103/104)

1. What triggers the saver's match?

The provision provides for a straight 50% match percentage that applies until the taxpayer reaches the threshold modified
adjusted gross income (“MAGI”) under the provision ($41,000 for joint filers, for example) (indexed), at which point the 50%
figure phases out over a phaseout amount ($30,000 for joint filers). Thus, at $71,000 or higher for a joint filer, the match
percentage is zero. Participants should consult with their tax advisor to determine if they can take advantage of this
provision.

Provision: Catch-up contributions (§109)

1. Did SECURE 2.0 Act increase the age 50+ catch-up contribution limit?

Yes. Effective 1/1/25 the annual age-based catch-up contribution amount is raised to the greater of $10,000 or 150% of
regular age 50+ catch-up limit for 401(k), 403(b) and governmental 457(b) plans, and to the greater of $5,000 or 150% of
regular age 50+ catch-up limit for SIMPLE IRA and SIMPLE 401(k) plans. The higher catch-up amount applies at ages 60,
61, 62, and 63.

2. If someone turns ages 60 through 63 during the year, can they make a mid-year election for the extra catch-up
contribution?

A participant is eligible to make increased age 50+ catch-up contributions to the plan in the year they will attain ages 60
through 63. A participant does not need to wait until their actual birthday in the year to make increased catch-up
contributions.

Provision: Student loan payments eligible for matching contributions (§110)

1. What is a student loan match?
The student loan match feature permits an employer to make matching contributions under a 401(k) plan, 403(b) plan,

governmental 457(b) plan, or SIMPLE IRA based on “qualified student loan payments.” A qualified student loan payment is
defined as payment made by an employee in repayment of a qualified educational loan incurred by the employee solely to
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pay qualified higher education expenses of the employee, but only up to the lesser of the 402(g) limit or the employee’s
compensation.

2. Can employees have an employer match on elective deferrals and on qualified student loan repayments or does it
have to be one or the other?

A match can be made on elective deferrals and student loan payments. For this purpose, a qualified student loan payment
is not treated as an elective contribution to the plan, but any matching contribution made with respect to such payment is
treated as a matching contribution. The following rules apply:

e The amount of student loan payments considered for this purpose cannot exceed the applicable current law limit on
the employee’s elective contributions to the plan, reduced by the employee’s actual elective contributions.

e The employee must certify (annually, except with respect to a SIMPLE IRA) to the employer that payment has been
made on a qualified education loan (the provision provides that employers may rely on employee certifications).

e Matching contributions on student loan payments may only be made if all of the following conditions are met:

o on behalf of employees otherwise eligible to receive matching contributions on account of elective deferrals;
o atthe same rate as matching contributions on elective contributions;

o if all employees eligible for matches on elective contributions are also eligible for matches on student loan
payments; and

o if the plan provides matching contributions on student loan payments, they are required to vest in the same
manner as matches on elective contributions.

3. Does the qualified student loan match apply to federal and private loans?

The term “qualified education loan” means any indebtedness incurred by the taxpayer solely to pay qualified higher
education expenses that are:

¢ Incurred on behalf of the taxpayer, the taxpayer’s spouse, or any dependent of the taxpayer as of the time the
indebtedness was incurred,;

e Paid or incurred within a reasonable period of time before or after the indebtedness is incurred; and

e Attributable to education furnished during a period during which the recipient was an eligible student.

Qualified education loans include indebtedness used to refinance indebtedness which qualifies as a qualified education
loan. The term “qualified education loan” does not include any indebtedness owed to a person who is related to the
taxpayer or to any person by reason of a loan under any qualified employer plan.

4. What documentation is required to qualify for the qualified student loan match? Can the employer require
employees to provide proof of their student loan payment?

An employer can require (but is not so required) for an employee to provide documented proof of student loan payments.

Regardless, if the employee provides documented proof, the employee must certify annually to the employer that payment
has been made on a qualified education loan.
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5. How often would the qualified student loan match need to be made?

The provision requires the IRS to issue regulations that permit plans to make matching contributions for qualified student
loan payments at a different frequency than matching contributions are otherwise made to the plan, provided that the
frequency is not less than annually.

6. Is the matching contribution on a student loan repayment counted for purposes of the Actual Contribution
Percentage test (ACP)?

Yes, but for purposes of the nondiscrimination test applicable to elective contributions, the student loan payment match
provision permits a plan to test separately the employees who receive matching contributions on student loan repayments.

7. How would this impact a parent-employee helping to repay their child's loans?

Parents making payments on behalf of the employee would not be eligible for match. The provision permits employers to
make matching contributions under a 401(k) plan, 403(b) plan, governmental 457(b) plan, or SIMPLE IRA with respect to
“qualified student loan payments,” which are generally defined as a payment made by an employee in repayment of
indebtedness incurred by the employee solely to pay qualified higher education expenses.

Provision: Penalty-free withdrawals for certain emergency expenses (8115)

1. What is the maximum aggregate distribution amount that may be treated as a personal emergency or family
emergency expenses?

The maximum aggregate amount that may be treated as an emergency personal expense distribution by any individual in
any calendar year cannot exceed the lesser of 1) $1,000, or 2) an amount equal to the excess of the individual’s total
nonforfeitable accrued benefit under the plan or IRA, determined as of the date of each such distribution, over $1,000.
(For example, if an individual has a total nonforfeitable account balance of $1,500, the maximum distribution would be
$500.)

Provision: Improving coverage for part-time workers (8125)

1. Does the long-term part-time rule apply to 403(b) plans?

Yes, SECURE 2.0 Act expanded coverage to ERISA 403(b) plans and shortened the years of service requirement from
three to two years for 403(b) plans beginning in 2025.

2. Are plan sponsors required to make employer contributions to long-term part-time employees eligible to
participate?

The provision applies to eligibility for making elective deferrals and vesting of employer contributions. The provision does
not require a plan to change its eligibility requirements for employer contributions. The provision allows employers to
exclude such employees for purposes of 401(a)(4) general nondiscrimination testing, 401(k)(12)/(13) safe harbor
requirements, and 401(m)(2) Actual Contribution Percentage (ACP) testing and 410(b) coverage testing.

3. How does this new provision affect vesting?
In the case of employees who are eligible solely by reason of the rule for long-term, part-time employees, each 12-month
period for which the employee has at least 500 hours of service is treated as a year of service for vesting purposes and is

not treated as a one-year break in service. For 401(k) plans, service for 12-month periods beginning before January 1,
2021 (January 1, 2023, for 403(b) plans), is generally not required to be considered.
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4. Arethetwo years for purposes of eligibility required to be two consecutive years?
Yes, ERISA-covered 401(k) and 403(b) plans are prohibited from requiring, as a condition of participation, a period of
service extending beyond: (a) one year of service (using the 1,000-hour rule); or (b) two consecutive years of service
where the employee completes at least 500 hours of service. This rule does not prevent such plans from excluding
employees before they attain the age of 21.

5. When do plan sponsors need to begin tracking the hours to comply with this provision?

For ERISA 403(b) plans, employers need to begin tracking hours of service in 2023. For 401(k) plans, employers should
have begun tracking hours of service in 2021.

The SECURE Act 1.0 permits employers to disregard 12-month periods beginning before January 1, 2021, for purposes of
the 3-year rule for long-term, part-time employees in 401(k) plans.

SECURE 2.0 Act permits employers to disregard 12-month periods beginning before January 1, 2023, for purposes of the
2-year rule for long-term, part-time employees (impacts ERISA 401(k) and 403(b) plans).

Employers must comply with both rules.
6. How does the long-term part-time (LTPT) rule coordinate with the universal availability rule for 403(b)?

ERISA 403(b) plans are required to comply with both universal availability and the LTPT rule. If a plan sponsor allows all

employees (with no exclusions) to make elective deferrals, the long-term, part-time rule does not practically impact the plan

sponsor because the sponsor is not excluding anyone based on hours worked. The provision will impact years of service
credited for vesting purposes of employer contributions.

7. How does the LTPT rule effect the status of student teachers and/or seasonal workers?

SECURE 2.0 Act amended ERISA to provide that ERISA-covered 401(k) and 403(b) plans are prohibited from requiring,
as a condition of participation, a period of service extending beyond: (a) one year of service (using the 1,000-hour rule); or
(b) two consecutive years of service where the employee completes at least 500 hours of service each year.

A 403(b) plan may not exclude employees based on a generic classification such as:

Part-time

Temporary

Seasonal

Substitute teacher

Adjunct professor

Collectively bargained employee

The federal tax code allows a 403(b) plan to exclude certain employees, including: (i) employees who normally work less
than 20 hours per week; (ii) students performing services described in IRC Section 3121(b)(10); (iii) non-resident aliens
described in IRC Section 410(b)(3)(C); and (iv) employees who are eligible to make elective deferrals under another
401(k), 403(b) or 457(b) plans sponsored by the same employer. The SECURE 2.0 Act provision does not address
whether students who work more than 500 hours of service in two consecutive years can continue to be excluded under
the federal tax code “student” exclusion.

An ERISA 403(b) plan must comply with both the federal tax code and ERISA rules simultaneously. Complying with both
rules may result in employees who normally work less than 20 hours per week becoming eligible to make elective deferrals
because they satisfy the ERISA “two consecutive years of service where the employee completes at least 500 hours of
service each year” test.

401(a)/(k) plans may be able to exclude employees based on a job classification subject to annual nhondiscrimination
testing.

TIAA recommends plan sponsors consult with legal counsel to determine if an exclusion is permissible.

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR USE WITH OR DISTRIBUTION TO THE PUBLIC.



Frequently asked questions SECURE 2.0 Act enacted into law | 9

Provision: Retirement savings “lost and found” (§303)

1. Does the retirement lost and found eliminate the requirement for a plan sponsor to file Form 8895?

No. The provision requires the creation of a new online searchable database to help participants search for their own
retirement accounts.

Provision: Roth plan distribution rules (8325)

1. If aplan has both pretax and Roth contributions, is an RMD required only from the pretax source?

For 2023, RMDs are due on a participant’s entire plan account balance, including any Roth sources. For 2024 and beyond,
plan Roth sources in a participant’s account are not subject to RMDs.

Provision: Aligning 403(b) and 401(k) hardship distribution rules (8602)

1. If aplan does not currently allow for hardship distributions, is the plan sponsor now required to allow them in the
plan?

Hardship distributions are optional. A plan sponsor does not have to offer hardship distributions in its plan.

2. If a403(b) plan currently limits hardships to deferrals only, are they now "required” to permit distributions from
other sources?

No, the provision permits, but does not require, a plan to allow 403(b) plan participants to receive hardship distributions
from: (1) salary reduction contributions; (2) QNECSs; (3) QMACSs; and (4) the earnings on any salary reduction
contributions, QNECs, and QMACs.

Provision: Elective deferrals generally limited to regular contribution limit (§603)

1. If aplan allows age 50+ catch-up contributions, must such contributions made by employees who make more
than $145,000 be designated as Roth?

Yes. If a plan allows age 50+ catch-up contributions and has employees who make more than $145,000 per year (as
indexed), age 50+ catch-up contributions are required to be Roth for those employees who made more than $145,000 in
the prior calendar year. Note: Plans are not required to permit age 50+ catch-up contributions, and this provision does not
apply to the 403(b) 15-year special catch-up or the 457(b) 3-year special catch-up.

2. Can aplan limit age 50+ catch-up contributions to Roth only for all employees, regardless of an employee’s
compensation?

The legislation does not directly address whether a plan could require all catch-up contributions to be made on a Roth
basis, including for those with wages of $145,000 or less. However, participants are generally required to have a choice of
pretax and/or Roth for elective deferrals in general and cannot limit deferrals to Roth only. Also, the legislative text
prohibits catch-up contributions from being offered unless all eligible participants may make the participant’s additional
elective deferrals as designated Roth contributions. The legislative text seems to require that participants who make
$145,000 or less are given the option to make pretax or Roth age 50+ catch-up contributions.

3. If an employee has more than one job is the $145,000 per year compensation threshold based on their aggregate
compensation?

No, compensation is determined by looking back at compensation earned in the prior calendar year from the employer
sponsoring the plan only. Compensation from unrelated employers does not count for purposes of this provision.
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4,

Is an amendment required to add Roth by 1/1/23 necessary to accommodate the new catch-up rule
(i.e., amendment prior to the delayed amendment period set by the SECURE 2.0 Act)?

Plans and IRAs are generally allowed to amend their plan up to the last day of the first plan year that begins on or after
January 1, 2025 (January 1, 2027, for governmental and union plans), with respect to any amendment that is made to a
plan or IRA pursuant to any changes made by SECURE 2.0 Act or regulations issued thereunder. However, adding a
designated Roth source alone is not a SECURE 2.0 Act amendment (e.g., adding a designated Roth source to allow
participant to make regular elective deferrals and age 50+ catch-up contributions as Roth). Therefore, a sponsor would
need to amend their plan document before adding a designated Roth source.
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Frequently asked questions - Provision specific to IRAs only

The provision in this section is specific to IRAs only. However, if a provision affects both IRAs and retirement plans, refer to the
above sections in this FAQ for additional IRA impacts.

Provision: 529 plan to Roth IRA rollovers (8126)

1. Does the 529 have to have the same beneficiary for 15 years in order to direct a rollover of a remaining balance to
a Roth IRA?

Although a 529 beneficiary generally may be changed to a member of the family of the prior beneficiary (subject to any
restrictions imposed by the state), the legislation does not address whether the same beneficiary or subsequent
beneficiary is eligible to roll over amounts from the 529 plan account (assuming the account has been in existence for at
least 15 years). This being said, the intent of the legislation appears to place a lifetime limit on transfers from a specific 529
plan account to a Roth IRA of $35,000, regardless of who is the beneficiary of that 529 plan account.

2. If the account beneficiary for the 529 is over 50, can the beneficiary take advantage of age 50+ catch-up
contributions to the Roth IRA?

The beneficiary of the 529 is the person who can roll over amounts from the 529 plan to a Roth IRA, not the 529 account
owner. Each year, the maximum amount that may be transferred tax-free cannot exceed the Roth IRA contribution limit for
the designated beneficiary for that year (including any catch-up limit), reduced by the aggregate amount of contributions
made for the designated beneficiary for all traditional and Roth IRAs during the year. Thus, the amount that can be
transferred cannot exceed either the Roth IRA dollar limit or the amount of compensation the designated beneficiary
earned that year. In addition, a distribution is not eligible for this special treatment to the extent that the aggregate amount
of such distributions with respect to the designated beneficiary for all years exceeds $35,000.

TIAA remains committed to helping you better understand the new SECURE 2.0 Act provisions. Visit and
bookmark TIAA.org/SecureAct2 for regular updates and information. We are here to support you every step
of the way.

Contact your TIAA relationship manager or consultant relations director if you have any questions or want to

discuss the new law in more detail. If you are served exclusively by the Administrator Telephone Center, call
888-842-7782, weekdays, 8 a.m. to 8 p.m. (ET).
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This material is for informational or educational purposes only and does not constitute investment advice under ERISA. This material does not take into
account any specific objectives or circumstances of any particular investor or suggest any specific course of action. Investment decisions should be made
based on the investor’'s own objectives and circumstances.

The TIAA group of companies does not provide legal or tax advice. Please consult your tax or legal advisor to address your specific circumstances.

TIAA-CREF Individual & Institutional Services, LLC, Member FINRA, distributes securities products. Annuity contracts and certificates are issued by Teachers
Insurance and Annuity Association of America (TIAA) and College Retirement Equities Fund (CREF), New York, NY. Each is solely responsible for its own
financial condition and contractual obligations.
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