White House Proposes Changes to Retirement Plans
A look at some of the ideas contained in the 2017 federal budget.
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Will workplace retirement plans be altered in the near future? The White House will propose
some changes to these plans in the 2017 federal budget, with the goal of making such programs
more accessible. Here are some of the envisioned changes.
Pooled employer-sponsored retirement programs. This concept could save small businesses
money. Current laws permit multi-employer retirement plans, but the companies involved must
be similar in nature. The White House wants to lift that restriction.1,2
In theory, allowing businesses across disparate industries to join pooled retirement plans could
result in significant savings. Administrative expenses could be reduced, as well as the costs of
compliance.
Would governmental and non-profit workplaces also be allowed to pool their retirement plans
under the proposal? There is no word about that at this point.
This pooled retirement plan concept would offer employees new degrees of portability for their
savings. A worker leaving a job at a participating firm in the pool would be able to retain his or
her retirement account after taking a job with another of the participating firms. Along these
lines, the White House will also propose new ways to make it easier for workers to monitor and
reconcile multiple workplace retirement accounts.2,3
Scant details have emerged about how these pooled plans would be created or governed, or
how much implementing them would cost taxpayers. Congress will be asked for $100 million in
the new budget draft to test new and more portable forms of retirement savings accounts.
Presumably, many more details will surface when the proposed federal budget becomes public
in February.2,3
Automatic enrollment in IRAs. In the new federal budget draft, the Obama administration will
require businesses with more than 10 employees and no retirement savings program to enroll
their workers in IRAs. This idea has been included in past federal budget drafts, but it has yet to
survive bipartisan negotiations – and it may not this time. Recently, the myRA retirement
account was created through executive action to try and promote this objective.1,3
A lower bar to retirement plan participation for part-time employees. Another proposal
within the new budget would allow anyone who has worked for an employer for more than 500
hours a year for the past three years to participate in an employer-sponsored retirement plan.2

A bigger tax break for businesses starting retirement plans. Eligible employers can receive a
federal tax credit for inaugurating a retirement plan – a credit for 50% of what the IRS deems
the employer’s “ordinary and necessary eligible startup costs,” up to a maximum of $500. That
credit (which is part of the general business credit) may be claimed for each of the first three
years that the plan is in place, and a business may even elect to begin claiming it in the tax year
preceding the tax year that the plan goes into effect. The White House wants the IRS to boost
this annual credit from $500 to $1,500.2,4
Also, businesses could receive an annual federal tax credit of up to $500 merely for
automatically enrolling workers in their retirement plans. As per the above credit, they could
claim this for three straight years.2
What are the odds of these proposals making it into the final 2017 federal budget? The odds
may be long. Through the decades, federal budget drafts have often contained “blue sky”
visions characteristic of this or that presidency, ideas that are eventually compromised or
jettisoned. That may be the case here. If the above concepts do become law, they may change
the face of retirement plan participation and administration.
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