
 
 

Retirement Plan Feature: 
 

Auto Enrollment is exactly what it sounds like.  It is an optional provision within a 
defined contribution plan, such as a 401(k), that automatically enrolls all eligible 
employees.  By adopting the provision, an employer can take advantage of 
additional safe harbors.  However certain parameters must be met including: 

 
• The employer must match a minimum of 100 percent of the employee 

elective deferral up to 1% of compensation, and  
• The employer must match a minimum of 50 percent of the employee 

elective deferrals between 1% and 6% of compensation. 
• The auto enrollment salary deferral percentage for affected employees 

must be at least 3% in the first year, 4% during the second year, 5% during 
the third, and 6% thereafter. 

• Employees impacted must always have the ability to opt out without 
penalty.  Additionally within the first 90 days of enrollment, impacted 
employees must be able to withdraw contributions and restore deferred 
earnings already withheld without corporate or IRS penalty. 

• Other conditions apply such as the need for a QDIA. 
 
 

Background: 
 
Approximately one-third of workers eligible to participate in an employer sponsored defined contribution plan such as a 
401(k) do not contribute.  Consequently Congress included a number of new provisions in the Pension Protection Act of 
2006 focused on urging employees, with the help of their employers, to begin contributing to existing plans.  One result 
was this expanded version of the Auto Enrollment feature.  Although it had been available and adopted by some plans in 
the past, popularity was limited due to the lack of protection prior law provided employers.   
 

Employer Safe Harbors and Benefits: 
 

• The plan would not have to perform the 401(k) and matching contribution discrimination tests. 
• The employer would receive protection against state law interference concerning withholding. 

 
 
 
 
 
 
 
 
 
 
 
 

 

Garrison Phillips, LLC
Registered Investment Advisor

50 Main Street, Suite 1000
White Plains, NY 10606

(914) 219-5194

When acting in a brokerage capacity, securities are offered through Purshe Kaplan Sterling Investments, Member FINRA/SIPC, headquartered at 
18 Corporate Woods Blvd, Albany, NY 12211.  Neither this presentation nor any discussion presented herein constitute financial, legal or 

tax advice.  Garrison Phillips, LLC provides financial advice, financial planning, investment management, and from time to time tax advice.  
However, all services of such will be solicited under a separate agreement.  Garrison Phillips, LLC does not provide legal advice.

Enhance your retirement plan with 

Auto Enrollment 

Please feel free to ask us about all the provisions and requirements 
for implementing Auto Enrollment in your retirement plan. 


