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Employer Retirement Plans: A Smart Way to Secure Your Financial Future 

Employer retirement plans are a powerful tool to help you save for the future, often with the added benefit 
of employer contributions. These plans allow you to invest in your retirement savings while enjoying tax 
advantages, making them an essential part of long-term financial planning. 

 

Types of Employer Retirement Plans  

1. 401(k) Plans: The most common employer-sponsored 
retirement plan. In a 401(k), you contribute a portion of your pre-
tax income, which grows tax-deferred until you withdraw the 
funds in retirement. Some employers also offer a matching contribution, where they match a 
percentage of what you contribute, effectively giving you “free money” to boost your retirement 
savings. 

2. 403(b) Plans: Similar to a 401(k), but available to employees of non-profit organizations, 
schools, and certain government entities. These plans work the same way as 401(k) plans, 
allowing pre-tax contributions that grow tax-deferred. 

3. Pension Plans: Also known as defined benefit plans, pensions guarantee a specific amount of 
income in retirement, usually based on factors like salary and years of service. Though less 
common today, some employers still offer pension plans as part of their retirement benefits. 

4. Simple IRA and SEP IRA: These are retirement plans designed for smaller businesses. A 
Simple IRA allows both employees and employers to contribute, while a SEP IRA is primarily 
employer-funded. Both plans allow tax-deferred growth of investments. 

 

Why Participating in Employer Retirement Plans is Beneficial 

1. Tax Advantages: Most employer retirement plans allow you to contribute pre-tax dollars, 
reducing your taxable income for the year. The money then grows tax-deferred, meaning you 
won’t pay taxes on your earnings until you withdraw the funds in retirement. This can lower 
your current tax burden and help your savings grow faster. 

2. Employer Contributions: One of the biggest perks of participating in an employer-sponsored 
plan, especially 401(k)s and 403(b)s, is the opportunity to receive employer contributions. 
Many employers match your contributions up to a certain percentage, which is essentially free 
money that helps accelerate your savings. 

3. Automatic Payroll Deductions: Retirement contributions are automatically deducted from 
your paycheck, making it easy to save without having to think about it. This "set it and forget it" 
approach can help you stay consistent with your savings goals. 
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4. Compounding Growth: The earlier you start contributing to a retirement plan, the more time 
your money has to grow through compounding. Over time, the returns on your investments can 
accumulate and build wealth, providing a solid foundation for your retirement. 

5. Retirement Security: By contributing to an employer retirement plan, you’re taking a crucial 
step toward ensuring financial security in retirement. Social Security benefits alone may not be 
enough to support your lifestyle, so having your own retirement savings is essential. 

 

Key SECURE 2.0 Updates 

The SECURE 2.0 Act unlocks new opportunities for both employers and employees to boost savings, 
reduce taxes and enhance retirement readiness.  Here are some new features plans can offer.  Some 
require employer approval to be offered in the plan. 

1. Auto-Enrollment: Starting in 2025, new 401(k) and 403(b) plans must automatically enroll eligible 
employees at a minimum 3% contribution, increasing annually. 

2. Higher Contribution Limits: Starting in 2025, workers aged 60-63 can contribute extra to 401(k) 
and 403(b) plans.  Up to 150% of the standard catch-up amount. 

3. Employer Matching for Roth Accounts: Employers can now offer Roth matching contributions, 
giving employees tax-free growth on their employer match. 

4. Student Loan Matching Contributions: Starting in 2024, employers can match student loans 
payments with contributions to the employee’s retirement plan, helping those prioritizing loan 
repayment still build retirement savings. 

5. Emergency Savings & Hardship Withdrawals: Employers can offer an emergency savings 
account linked to retirement plans, allowing penalty-free withdrawals (up to $2,500).  There is a 
penalty-free hardship withdrawal per year (up to $1,000), with the option to repay the amount 
within three years. 

6. Required Minimum Distribution (RMD) Changes: The age for mandatory withdrawals from 
retirement accounts has increased: 73 for those born 1951 – 1959 and 75 for those born 1960 or 
later.  Roth 401(s) accounts are no longer subject to RMDs. 

7. Small Business Incentives: Small business can receive tax credits for plan startup costs, plus 
additional credits for employer contributions. 
 

Participating in an employer retirement plan is one of the easiest and most effective ways to save for your 
future. With tax benefits, the possibility of employer contributions, and the power of compounding 
growth, these plans offer a solid foundation for long-term financial security. If your employer offers a 
retirement plan, take full advantage of it — especially if they provide a match. Even if retirement feels far 
off, starting early can make a significant difference in securing the lifestyle you want when you reach 
retirement age. 
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