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RETIREMENT PLAN CHANGES 

 

It appears that there has been some confusion over the changes to the retirement plan. Rest 
assured, there have been no changes to the employer’s contributions to the retirement plan. There 
are two ways in which Sacred Heart currently contributes towards employees’ retirement: the 
403(b) Value Plan and the 401(a) Service Plan.  Under the 403(b) Value Plan, employees 
contribute a percentage of their income, and Sacred Heart matches a portion of those 
contributions as shown in the second column of the chart below.  Effective July 1, 2023, current 
403(b) accounts will be frozen, meaning simply that no new contributions will be made to the 
account; but the accounts will continue to grow based on the investments contained therein.  
Employee contributions and employer matching contributions will go into a 401(k) plan, which 
includes collective investment trust (CIT) investment options, which generally have lower fees 
than mutual funds offered under the 403(b) Value Plan.  This is a positive change. 

As part of the 401(k) Plan requirements, nurses must have 1,000 hours of service rather than the 
current 800 hours of service each year (as under the current plan, this includes fully-
compensated, non-worked hours such as PTO, EIB, paid LOA, etc.) to progress to the next level 
of matching shown in the second column in the chart below.  This is the same for all other 
employees at Sacred Heart and will affect very few nurses.  Please note that regardless of the 
number of hours worked in a year, nurses will still receive employer matching contributions 
when they save in the plan, even if they work less than 1000 hours in a year.  It is just that a few 
employees may take slightly longer to progress to the next match level in the second column 
below.  Nurses that already have 10 or more years of match level service are not affected by this 
change. 

In addition to its matching contributions, Sacred Heart also fully funds a separate plan (the 
401(a) Service Plan) with employer contributions based on an employee's years of service. 
Under this plan, Sacred Heart contributes between 3% and 6% of an employee’s salary based on 
the employee’s years of service as shown in the third column in the chart below.  Currently, 
nurses must work 1000 hours in a year (as under the current plan, this includes fully-
compensated, non-worked hours such as PTO, EIB, paid LOA, etc.) to be eligible to receive 
these contributions.  And that will still be the case going forward.  Nothing has changed in this 
regard.  Effective July 1, 2023, the 401(a) Service Plan accounts will be rolled into the 401(k) 
Savings Plan, which generally has lower fees than mutual funds.  

Further, the 401(a) Service Plan had what is known as “cliff vesting” - which means that 
employees were not entitled to any of the employer’s annual discretionary contributions until 
they had been employed for at least five years.  This means that if an employee separated from 
Sacred Heart before five years, they would get none of the employer discretionary contributions.  
The new 401(k) plan has “graded vesting,” which means that if an employee leaves before five 
years they are entitled to a portion of the employer’s discretionary contributions based on how 
long they have worked. This is a significant positive change, and it applies to balances caregivers 
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already have in the 401(a) Service Plan.  Employer matching contributions to the 403(b) Value 
Plan and 401(k) Savings Plan are always 100% vested.  

All other employees at Sacred Heart are under the 401(k) Plan under the terms described above. 

The new 401(k) Savings Plan contains the following contribution rates, which are the same as 
those presently available under the 403(b) and 401(a) plans: 

 

Years of 
Service 

Employer Matching 
(formerly the 403(b) 
“Value Plan”) 

Employer 
Discretionary 
Contributions 
(formerly the 401(a) 
“Service Plan” 

Total Employer 
Contributions 

0-4 50% of 3% 3% 4.5% 

5-9 50% of 4.5% 3% 5.25% 

10-14 50% of 6% 5% 8% 

15+ 50% of 6% 6% 9% 

 


