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Automatic Enrollment 
Timing of Rule on Automatic Enrollment Could Help Dampen Employer 
Participation 
The release of final rules on automatic enrollment could not have come at a worse time in the 
economy but will help employees save for retirement if employers do their part, several 
benefit practitioners told BNA Feb. 24. 
 
Some said many employers are too sensitive to employees' economic stress to consider 
automatic enrollment at this time. 
 
The Internal Revenue Service issued its final regulation on automatic enrollment features for 
defined contribution plans Feb. 23 (34 PBD, 2/24/09). Release of the final regulation 
“hopefully will speed the adoption of qualified contribution arrangements,” Jan Jacobson, 
senior counsel for retirement policy at the American Benefits Council, told BNA Feb. 24. At 
a time of market volatility, when new employees might be hesitant to enroll in a tax code 
Section 401(k) or other defined contribution plan, automatic enrollment could make a 
difference in retirement saving, Jacobson said. 
 
No QDIA Rule 
The final regulation contained a few surprises and disappointments for practitioners. The 
proposed regulation would have required employers to invest automatic contributions in a 
qualified default investment alternative (QDIA), Jacobson said. The final rule gave 
employers more flexibility by eliminating that requirement. Between the time IRS proposed 
and finalized the rules for automatic enrollment, the Worker, Retiree, and Employer 
Recovery Act (WRERA) of 2008 (Pub. L. No. 110-458) was enacted, eliminating the QDIA 
requirement, Jacobson said (246 PBD, 12/24/08; 35 BPR 2889, 12/30/08). 
 
The biggest disappointment was that the final regulation did not permit employers to create 
an eligible automatic contribution arrangement in midyear, practitioners said. Because of the 
terms and timing of the final regulation, many employers that wanted to take advantage of the 
new rules on automatic enrollment must now wait until Jan. 1, 2010, said Adam Pozek, vice 
president of retirement services at the Sentinel Financial Group in Reading, Mass., and a 
member of the Association of Pension Professionals and Actuaries' Government Affairs 
Committee. “Employers were not able to get their ducks in a row before Jan. 1, 2009,” Pozek 
told BNA Feb. 24. 
 

Timing Factors 
Pozek said he did not anticipate a rush by employers to offer automatic enrollment features. 
“In the near term, I don't anticipated a large uptick in my client base” resulting from the final 
regulations, he said. “With employees needing every penny,” employers are not inclined to 
withhold money from their employees' paychecks, he added. 
 
However, from another perspective, the difficult economy should not deter employers from 
adopting automatic enrollment, said J. Mark Iwry, nonresident senior fellow at the Brookings 
Institution and principal of the Retirement Security Project. “Getting people to save is still a 
good idea, and the 401(k), however invested, is an effective savings vehicle,” he said. 
 



Cost to Employers 
Automatic enrollment generally should not dramatically or unpredictably increase an 
employer's matching contributions, Iwry said. Employees enrolled through automatic 
enrollment are typically lower paid and contribute a smaller percentage of pay than the 
average participant in the plan, Iwry said. As a result, the employer match for automatically 
enrolled employees is most likely to be 50 percent of 3 percent of pay instead of 50 percent 
of an average of 6 percent or 7 percent of pay, he said. 
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