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Long-Term, Part-Time
Employees Proposed
Regulations

N L The Internal Revenue
Service issued a
Proposed Rule that
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would amend the rules
applicable to plans that include cash or
deferred arrangements under section
401(k) to provide guidance with respect
to long-term, part-time employees.

The proposed regulation reflects statutory changes made by the
SECURE Act and the SECURE 2.0 Act that relate to long-term,
part-time employees. The proposed regulation would affect
participants in, beneficiaries of, employers maintaining, and
administrators of plans that include cash or deferred
arrangements. This document also provides notice of a public
hearing.

While Plan amendments related to long-term, part-time
employees are not required until the end of the 2025
plan year, plan operations must be compliant January 1,
2024. As a result, some plan sponsors may want to
consider if allowing long-term, part-time employees to
defer (i.e. be immediately eligible) will be 1less
administratively burdensome than tracking long-term,
part-time employees. However, this could impact the
Plan’s nondiscrimination and top-heavy testing.

The proposed regulations provide a number of answers
related to the implementation of the long-term, part-
time employees rules. However, there are still many
challenging aspects to implementation which Plan
sponsors will want to work with their advisors,
providers and/or ERISA Counsel.

SECURE 1.0 generally required employees with 3 years of 500
hours to become eligible starting in 2024. SECURE 2.0

generally requires employees with 2 years of service to be
eligible starting in 2025, including those under ERISA-covered
403(b) Plans. Plan sponsors must inform employees they are
eligible but are not required to automatically enroll them or
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provide employer contributions. The impact to Plan sponsors
primarily relates to data collection and administrative time
and costs of enrolling these eligible employees.

Plan sponsors can choose to make employer contributions on
behalf of long-term, part-time employees, however, if they do,
they must count prior years with 500 hours of service for
vesting purposes. Long-term, part-time employees may also be
excluded from receiving safe harbor contributions as well as
for purposes of determining if a plan satisfies the safe
harbor contribution and top-heavy limits, but such provisions
muse be specified in the plan document.

Long-term, part-time employees who are eligible to participate
solely because of the new rules may be excluded from
nondiscrimination and coverage testing as well as top-heavy
vesting and benefit requirements. The rules do not apply to
certain employees covered by collective bargaining agreements
or non-resident aliens. Period prior to January 1, 2021 are
excluded only for eligibility purposes.

For elapsed time plans, the long-term, part-time employees
rules do not apply. Employees may be excluded based on
reasonable classification. However, those classifications
cannot be based on age or service and cannot exceed the 500
hours/two years or service or 1,000 hours/one year of service
conditions. Excluded employees based on a classification must
also be included in nondiscrimination testing.

Plan sponsors will want to work with their service providers,
advisors and ERISA counsel to ensure compliance with the
proposed regulations for long-term, part-time employees
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Who We Are

Torrillo & Associates, LLC specializes in employee benefit
plan audits including 401k audits, 403b audits, pension plan
audits, and other retirement plan audits. We are licensed in
10 states including Pennsylvania, New Jersey, Delaware, New
York and Florida. We are also able to practice in additional
states that have passed firm mobility.
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