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On August 19, 2024, the Internal Revenue Service (IRS) issued guidance on employer matching contributions in Notice 2024-63, which
provides guidance for 401(k) and other retirement plan sponsors that offer matching contributions based on student loan payments
made by employees. Section 110 of the SECURE Act of 2022 (SECURE 2.0, PL. 117-328) permits employers to match contributions to a
qualified retirement plan based on employee student loan payments. This was intended to help employees with student loans, which may
limit employees’ ability to save for retirement, to build retirement savings. The section 110 student loan matching provision is permissive,
not required, but many employers are interested in the option as a measure to attract and retain employees.

The notice provides an overview of the requirements for qualified student loan payments, limits for employer matches, special
nondiscrimination testing relief for plans that include student loan matching contributions, and explains administrative issues
including eligibility, employee certifications, plan procedures, etc. The notice applies to plan years beginning after December 31,
2024, Select examples of provisions addressed in the Notice follow:

« Qualifying student loan payments may include payments made by the employee for the employee’s student loan, or that of
the employee's spouse or dependent, if the loan was incurred by the employee.

« The maximum qualified student loan payment for a year cannot exceed the limit under section 402(g) (e.g., $23,000 for 2024).

« Student loan matching programs may not limit matches to only certain education loans, such as those for a particular degree
program (e.g., undergraduate, graduate, Juris Doctor, etc.), or for attendance at a specific school.

« Student loan matching programs must generally apply uniform treatment to all employees covered by a plan, so differential
treatment of employees in different business units, divisions, locations, or other similar basis is not permitted.

» Employers may rely on an employee's certification of aggregate student loan payments for a year. The certification must
include the amounts and dates of loan payments, and a statement that the payment was made by the employee; that the
loan is a qualified education loan and was used to pay for qualified higher education expenses of the employee (or the
employee's spouse or dependent); and that the loan was incurred by the employee. Some of the certification requirements
may be satisfied through independent verification by the employer or through passive certification by the employee, but the
statements can only be certified through an affirmative certification by the employee.

The Treasury Department and the IRS will issue proposed regulations with respect to section 110 of the SECURE 2.0 Act, and
invite comments on Notice 2024-63 and any other aspect of section 110. Plan sponsors may rely on the notice until the proposed
regulations are issued.

Interested employers should consult with appropriate legal and tax advisors and retirement plan professionals in drafting plan
provisions and implementation.

For additional information:

« IRS Notice 2024-63
- SECURE 2.0


https://www.irs.gov/pub/irs-drop/n-24-63.pdf
https://www.congress.gov/bill/117th-congress/house-bill/2617/text
https://www.irs.gov/pub/irs-drop/n-24-63.pdf
https://www.congress.gov/bill/117th-congress/house-bill/2617/text

ADP Compliance Resources

ADP maintains a staff of dedicated professionals who carefully monitor federal and state legislative and requlatory measures affecting employment-related
human resource, payroll, tax and benefits administration, and help ensure that ADP systems are updated as relevant laws evolve. For the latest on how
federal and state tax law changes may impact your business, visit the ADP Eye on Washington \Web page located at www.adp.com/regulatorynews.

ADP is committed to assisting businesses with increased compliance requirements resulting from rapidly evolving legislation. Our goal is to help minimize
your administrative burden across the entire spectrum of employment-related payroll, tax, HR and benefits, so that you can focus on running your business.
This information is provided as a courtesy to assist in your understanding of the impact of certain regulatory requirements and should not be construed

as tax or legal advice. Such information is by nature subject to revision and may not be the most current information available. ADP encourages readers to
consult with appropriate legal and/or tax advisors. Please be advised that calls to and from ADP may be monitored or recorded.

If you have any questions regarding our services, please call 855-466-0790.
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