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BY CBIZ RETIREMENT PLAN SERVICES

The Setting Every Community Up for Retirement Enhancement (SECURE) Act, signed into 
law on Dec. 20, 2019 by President Trump, is the most expansive piece of retirement 
legislation since the Pension Protection Act of 2006. Effective Jan. 1, 2020, the law will 

have some impact on nearly every retirement plan and participants with numerous provisions 
intended to increase retirement security, expand plan coverage, encourage retirement savings 
and decrease plan costs. It offers small businesses tax incentives to set up automatic 
enrollment in retirement plans for its workers or allows them to join multiple employer plans, 
where they can band together with other companies to offer retirement accounts to their 
employees in the first place. 

Here are nine key provisions of the act along with recommendations and action items for 
employer consideration.
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1.   Through Pooled Employer Plans (PEPs), completely 
unrelated small- to- mid-sized employers can 
pool together to offer defined contribution 
retirement plans. 

Action: For certain employers, a MEP / PEP could 
reduce administrative burdens associated with 
sponsoring your own plan and provide a lower cost 
option by leveraging the buying power of the “pool.” 
New rules do not go into effect until 2021, and IRS 
regulations will be crucial in determining whether a 
PEP is a sensible option for your business.

 

2.  Employers with 401(k) plans relying on the Safe 
Harbor Non-Elective Contribution option will no 
longer be required to provide the safe-harbor 
notice before the beginning of each plan year. If 
your plan is not a Safe Harbor plan, you can amend 
it to include the Safe Harbor Non-Elective option 
any time prior to 30 days before plan year end. If 
you’re willing to increase your Safe Harbor Non-
Elective Contribution from 3 to 4%, your plan can be 
amended retroactively by the end of the following 
plan year into a Safe Harbor Non-Elective plan. 

Action: If your organization struggles with meeting 
testing requirements, consider the Safe Harbor Non-
Elective (3% fully vested contribution to each eligible 
employee) as a method to help with nondiscrimination 
testing requirements. The ability to retroactively 
amend your plan into a Safe Harbor Non-Elective plan 
can also benefit organizations who fail the ADP test 
after the end of the year.

 

3.  Employers now have until the due date of their  
tax return, including extensions, to adopt a 
retirement plan and treat it as in effect as of  
close of the year. This applies to taxable years 
beginning after Dec. 31, 2020. 

Action: This change creates a unique opportunity to 
seize additional tax deductions by retroactively adopting 
a plan when appropriate. Consult your tax advisor to 
determine if this option is right for your business.

 

4.  The cap for auto-enrollment contributions in 
retirement plans with Qualified Automatic 
Contribution Arrangements (QACAs) increased from 
10% of pay to 15% of pay to encourage retirement 
savings. This is effective for plan years beginning 
after Dec. 31, 2019. 

Action: Work with your retirement plan advisor to 
evaluate your existing plan design and determine if 
any changes should be made to auto-enrollment or 

(Continued on page 3)

Upcoming Webinars & Events

Upcoming webinars and events can be found here. 
Please note – the “registration” links often  
provide the recorded versions if the date of the  
live version has passed. CBIZ Employee Benefits 
On-Demand Webinars, available 24/7, can be found 
here. Our short and informative “BizTip” videos are 
accessible here.

Featured webinars:
Eye on Washington– 
Quarterly Business Tax Updates 
Recorded Feb 4 – available on demand

Protecting Your Business from  
an Active Shooter Incident 
Recorded Jan 29 – available on demand

Featured articles and guides:
Ensuring Your Business Is Prepared for  
a Disaster (guide) 
A Guide for Organizations of All Sizes.
Hoping for the best will not get your business going 
again following a disruptive event. 

OECD Updates and Other Transfer 
Pricing News (article)
Two major initiatives from the Organization for 
Economic Co-operation and Development (OECD) 
could have a significant impact on companies with 
transfer pricing requirements. 

9 Steps to Hiring the Right Search Firm (guide)
Considering hiring a retained executive search  
firm to find the best talent in the marketplace?  
This handbook guides selection of a qualified  
search firm.

Property Tax – Are You Overpaying? (guide)  
Straight talk about the property tax assessment 
process and opportunities to potentially lower  
your property tax bill.

The 2020 Campaign and Taxes Part 9: Bloomberg, 
Biden, and Bipartisanship (article) 
A comparison of each plan.
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guidance must be retroactively effective for all plan 
years beginning after Dec. 31, 2008.

 

8.  The Act expands and makes permanent relief from 
certain coverage and nondiscrimination rules 

for defined benefit plans that are closed 
to new participants or frozen. The 

broader relief offers more options for 
compliance and covers more areas 
of the law, including the 401(a)
(26) minimum participation rules.

Action: If you sponsor a frozen 
or closed defined benefit plan, 
it is important to work with your 
actuary to determine how the 

Act will impact your plan and 
its compliance over the coming 

years. The expanded relief is 
retroactively effective for plan years 

beginning after 2013.
 

9.  The minimum allowable age for in-service 
distributions from defined benefit and money-
purchase plans is reduced from 62 to 59 ½. 

Action: The change to the minimum allowable age 
for in-service distributions may provide greater 
flexibility for phased retirement, and your actuary 
can help you determine if this is applicable for your 
organization.

Whether the SECURE Act ends up being a game changer 
is yet to be seen. However, armed with the knowledge of 
its key components, employers and employees alike can 
be prepared and make adjustments for what lies ahead.

If you have any questions or would like more information 
on the SECURE Act and how it may affect your plan, 
please contact CBIZ Retirement Plan Services.

Additional Resources

■  Key Takeaways for Employee Participants  (article)
■  Retirement Plan Sponsor Guide  (downloadable 

pdf) – This guide provides information that can 
help you fulfill your duties as a plan sponsor, 
provide competitive benefits for your employees, 
lower your plan costs and remain compliant.

■  An HSA & HDHP Refresher & Key Changes for 
2020 (article)
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auto-escalation values. Employees still have the ability 
to opt out of the contribution or escalation.

 

5.  Employers maintaining a 401(k) plan  
will be required to offer participation 
in the salary deferral feature  
to any non-union employee  
who worked more than 1,000 
hours in one year or 500 hours 
over three consecutive years. 
This new requirement only 
applies to the 401(k) feature 
of the plan. 

Action: Evaluate which, if any, 
of your employees will meet this 
criteria. Hours worked in periods 
beginning before Jan. 1, 2021 will 
not be considered for this feature to 
allow you time to set up hours-tracking 
processes. Once you determine eligible 
employees, prepare and distribute appropriate 
communications to inform them of how and when 
they can enroll.

 

6.  For the first three years that a small employer (100 
employees or less) offers a qualified retirement 
plan, the employer can receive an annual start-
up credit of $250 per non-highly compensated 
employee eligible to participate, up to $5,000. If the 
plan includes auto-enrollment, an additional credit 
of up to $500 is available. 

Action: If you’re a small business owner and do not 
sponsor a retirement plan, consider establishing one 
to take advantage of newly increased tax credits. The 
credit applies to employers with up to 100 employees 
over a three-year period beginning after Dec. 31, 
2019 and applies to SEP, SIMPLE, 401(k) and profit-
sharing plan types.

 

7.  403(b) custodial accounts may be distributed in-
kind to participants or beneficiaries in the event of 
a plan termination. 

Action: If you sponsor a 403(b) retirement plan, 
stay tuned for importance updates. The Treasury 
Department is expected to issue guidance within six 
months of the enactment of the SECURE Act. The 

(Continued from page 2)

DISCLAIMER: This publication is distributed with the understanding that CBIZ is not rendering legal, accounting or other professional 
advice. This information is general in nature and may be affected by changes in law or in the interpretation of such laws. The reader 
is advised to contact a professional prior to taking any action based upon this information. CBIZ assumes no liability whatsoever in 
connection with the use of this information and assumes no obligation to inform the reader of any changes in laws or other factors that 
could affect the information contained herein. 
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(Continued on page 5)

However, that’s only true if the plan passes the Section 
79 nondiscrimination rules. Generally, as long as there 
isn’t discrimination in eligibility terms and the benefit is 
either a flat benefit or a salary multiple (e.g., $100,000 
flat, 1 x salary to $250,000), the plan passes testing. 
Consult with your attorney, accountant and benefits 
advisor about this testing. If you have two or more classes 
for life insurance, the benefit is probably discriminatory. If 
you fail the testing, it simply means that you’ll likely need 
to tax your Section 79-defined “key employees” on the 
entire benefit, not just the amount in excess of $50,000.

4. Is your group life maximum benefit higher than the 
guaranteed issue amount?

Plans where the employer-paid benefit maximum exceeds 
the guaranteed issue amount are still out there. Thus, 
certain highly compensated employees must undergo 
and pass medical underwriting in order to secure the full 
employer-paid benefit. As benefits managers turnover, 
this detail often is lost, and new hires are not told they 
need to go through underwriting to secure the promised 
benefit. As a result, for example, an employee may think 
he or she has $650,000 in benefit, while he or she only 
contractually has $450,000. This means the employer is 
unknowingly self-funding the difference. In this example, 
that’s $200,000! 

Review your group life insurance certificate to confirm 
that the entire employer-paid benefit is guaranteed issue. 
If it is not, negotiate, change carriers or lower the benefit.

BY ZACK PACE, SENIOR VICE PRESIDENT,  
CBIZ BENEFITS CONSULTING

1. Will the return of the Affordable Care Act (ACA) 
premium tax affect your plan renewal?

This tax of about 4% (the health insurer provider fee) is 
under Congressional moratorium for 2019 but returns for 
2020. Fully insured January 2020 medical, dental and 
vision renewals will be about 4% higher than they would 
have been otherwise. This tax does not, however, apply 
to most self-funded contracts, including so-called level-
funded arrangements. Thus, if your plans are presently 
fully insured, now may be a good time to re-evaluate the 
pricing of self-funded plans.

2.Does your renewal timeline include all vendor 
decision deadlines?

As the benefits landscape continues to shift and more 
companies are carving out certain plan components, 
including the pharmacy benefit manager (PBM), you may 
be surprised with how early these vendors need decisions 
in order to accommodate benefit changes and plan 
amendments. Of note, it seems that HRIS and benefit 
administration platforms are asking for earlier decisions 
– even with technology seemingly improving. Check your 
contracts and consult with your benefits advisor.

3. Is your group life plan in compliance with the 
Section 79 nondiscrimination rules?

A myth that floats around is that the first $50,000 in 
group term life insurance benefits is always non-taxable. 

Benefits Renewal 2020: 6 Questions to Ask
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5. Is there any chance you’ve unintentionally 
disqualified participant HSAs?

Unintentional disqualification is not difficult. To check, 
first, ensure that the deductibles are equal to or greater 
than the 2020 IRS HSA statutory minimums and the out-
of-pocket maximums are equal to or less than the 2020 
IRS HSA statutory maximums. Remember, the IRS HSA 
maximum out-of-pocket limits are not the same as the 
ACA out-of-pocket maximum limits. 

Additionally, remember that in order for a family 
deductible to have a compliantly embedded single 
deductible, the embedded single deductible must be 
equal to or greater than the statutory minimum family 
deductible. Also ensure that no individual in the family 
plan can be subject to an out-of-pocket maximum greater 
than the ACA statutory individual out-of-pocket maximum. 

Finally, did you introduce any new standalone benefits for 
2020, like a telemedicine program, that Treasury would 
consider “other health coverage”? If yes, you may want 
to reverse course before 2020; discuss this with your tax 
advisor, attorney and benefits consultant.

6. Have you reviewed your existing Wrap Document 
and Wrap Summary Plan Description and made any 
necessary amendments?

It’s easy to forget, depending on the preparer, how much 
detail is often in these documents – and it all should 
be reviewed. For example, if your vision vendor changes 
or even if only their address changes, an amendment 
is likely in order. Your attorney, benefits consultant and 
third-party administrators should be able to assist.

Your Team

Zack Pace is senior vice president,  
benefits consulting at CBIZ, Inc. During  
his over 15 years in employee benefits,  
he has designed, implemented and 
managed benefits packages that enable 
employers to attract and retain the talent 

they need to outperform their competitors, while ensuring 
that each overall benefits program and its components 
are cost-effective. Connect with him through your CBIZ 
Advisor or directly on LinkedIn or zpace@cbiz.com. 

■  A change in just one country’s trade policies can 
have a global supply chain impact. 

■  The fluidity of global trade – tariffs and 
renegotiated trade deals, for example – and global 
disruptions (e.g., the coronavirus) can impact 
the ability of a company to fulfill orders within 
contracted cost and timeframe. 

■  Safeguarding corporate reputation and brand value 
is a much different risk scenario now in the age of 
social media than at any time prior. 

■  Security risks, once primarily physical, now include 
cyber breaches. Product and service risks around 
safety, health and the environment may include the 
impact of the legalization of marijuana. 

■  As companies are increasingly being held 
accountable for the actions of their suppliers, 
vendor risk has become a significant concern.

BY PATRICK BUCK, CBIZ RISK MANAGEMENT ADVISOR

The methods of managing risk haven’t changed 
much for manufacturers and distributors in the 
last decade. Risk managers still include some 

combination of risk avoidance, risk control, risk transfer 
and risk retention to construct a company’s overall risk 
management policy. What has changed, though, is the 
range and nature of risk common to activities in this 
sector that now operates globally and is transitioning to 
the interconnectedness of Industry 4.0. 

Industry 4.0, the industrial internet of things (IIoT) and 
smart manufacturing, marries physical production 
and operations with smart digital technology, machine 
learning and big data to create a more holistic and 
better connected ecosystem for companies that focus 
on manufacturing and supply chain management. While 
the categories of risk remain essentially the same in 
this decade as in the last, (i.e., operational, financial, 
environmental and reputational), many of the possibilities 
within and affecting each category could not have been 
imagined even 10 years ago. Examples include:

Rethinking Your Risk Profile for the New Decade

(Continued on page 6)
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As in years past, managing risk can be expensive, and 
today the cost of NOT managing risk can be catastrophic. 
The pace and reach of change in production, commerce 
and communication make it absolutely vital for 
companies to reassess their programs for managing risk 
not annually but on a continuing basis. With that in mind, 
discussed below are several risks facing manufacturers 
and distributors that may not have been on your radar 
screen when your risk policies were designed and 
implemented, including your efforts to mitigate your 
company’s risk with insurance. 

Marijuana

The legalization of marijuana in some states, and the 
potential for a change in national law, contributes to 
a new and growing industry risk. Drug testing doesn’t 
measure onsite impairment levels and is impractical 
to conduct daily. Obviously, an employee working with 
manufacturing machinery while impaired can be a threat 
to himself and his employer. The threat of loss of limb or 
life is very real. However, as marijuana impacts people 
differently, it is challenging to train supervisors to identify 
a worker whose ability to perform job duties is impaired 
under the influence of cannabis. 

Beyond onsite workplace danger, a conflict between 
federal and state laws puts the employer in a tight 
spot. What’s an employer to do when a drug screening 
turns up evidence that a candidate or an employee has 
used marijuana? Can the individual still be fired? As the 
rules evolve and jurisdictions pass stronger protections 
for marijuana users, it depends. But, whatever the 
decision, emerging laws and court rulings make it clear 

that organizations must assess how they approach their 
employees’ permissible marijuana use and make changes 
to their policies and processes to stay in compliance.

Automation and AI – the Safety Factor

Automation has become increasingly common in 
production and manufacturing of everything from food 
and small machine components to cars. There are many 
guidelines and requirements for owning and operating 
automatic equipment and for assessing the risks involved 
in such operations, which can help employers ensure a 
safe work environment for their workforce. OSHA’s list 
of potential sources of hazard can be divided into two 
categories – mechanical/physical factors and human 
factors. Machines/robots are programmable and most 
of their actions (if unaffected by malfunctions and other 
mechanical failures) can be easily predicted. Humans are 
fallible and can miss or ignore necessary steps despite 
physical safety precautions. This is why it’s important 
to create a culture of safety and provide human-factors 
training to any workplace that has humans working 
alongside robots. 

Automation and AI – the Cyber Factor

One of the biggest risk factors for many manufacturers 
is a lack of investment in cybersecurity, which is 
especially troubling as the move toward connected 
Internet of Things (IoT) technology becomes more 
prevalent in the industry. Connected vendors, 
contractors and customers introduce more entry 
points along with the increased cyber risk. A complex 
combination of platforms and systems of varying 

(Continued on page 7)
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ages contributes to security challenges. Hackers are 
becoming increasingly sophisticated and are able to 
access confidential information, steal money and lock 
users out of their accounts. Without proper security 
protocols all organizations are vulnerable to cyber 
attacks. An effective approach to cybersecurity will 
include several steps, including (1) identification 
of assets at risk, (2) creation and implementation 
of procedures and controls, (3) user training, (4) 
development of incident response and recovery plan 
guidelines, and (5) securing cyber liability insurance to 
limit financial, legal and reputational damage. Proactive 
protection should feature real-time monitoring of the 
environment and maintenance of capabilities to respond 
rapidly to potential threats or vulnerabilities.   

Talent Pool and Generational Shift in Workers

Millennials (those born between 1981 and 1996) are 
poised to make up 50% of those working by 2022. 
Generation Z (born after 1996) will comprise 20% of the 
labor pool by 2025, according to statistics published by 
the Pew Research Center and Inc.com. With more and 
more Boomers retiring, they’re taking with them long-held 
beliefs, workstyles and, in many cases, vast quantities 
of “tribal knowledge” – knowledge that is valuable 
to companies and not easily transferable. It is often 
exclusive technical, product or process information that 
is stored inside someone’s head. It is rarely recorded in a 
structured way on web documents or paper.

The influx of Millennials and Generation Z and outflow 
of Boomers is taking place at the same time as the 
Fourth Industrial Revolution. This combination of 
generational and technology changes is destined to 
leave a knowledge gap, a skills gap and perhaps a 
cultural challenge ahead. The competitive advantage 
goes to companies that find ways to pass down this 
expertise and successfully navigate the generational 
shift. Practical strategies might include using video (think 
YouTube) to capture critical institutional knowledge and 
creating mentor/mentee models (think projects) allowing 
multigenerational workers to learn from each other. 

Product Liability

Product liability doesn’t fall into the “emerging risk” 
category but does meets “the more things change, the 
more they stay the same” test. While there are new 
challenges, it’s important to not forget things that have 
always been important. According to the National Law 
Journal’s top 100 verdicts of 2018, the most frequently 
awarded lawsuit was related to product liability claims, 
primarily involving manufacturing companies. The 18 
verdicts represented $5.9 billion in jury awards. Even if 
not at fault, a claim can cause significant loss, including 

damage to your reputation and market share. Your 
insurance broker should help you understand the specific 
product liability risk you face based on the products you 
manufacture and who the end users are. They should 
then recommend risk management and control measures 
to minimize your exposure. An insurance broker serving 
as a partner will also work with you to develop a response 
plan should you suffer a product liability claim.

Bottom Line

How manufacturers assess and respond to risk, including 
how often, can position them to be more successful. 
By knowing how the risk landscape is changing, 
manufacturers can better prepare for and manage 
their exposures. Competent and well-designed risk 
management practices should be ingrained in all levels 
of the company. Better risk management is ultimately a 
competitive advantage.

Additional Resources

■  How to Interact with an OSHA Inspector 
■  Why Manufacturers Need E&O Insurance 
■  Quick Cybersecurity Assessment 

Your Team

Patrick Buck, a VP and Risk Management 
Advisor with CBIZ Insurance Services, 
provides high-level advisory and 
consultative brokerage services to help 
clients manage their risk profile and 
finance risk mitigation through insurance 

and other methods such as captives. You can reach him 
directly at pbuck@cbiz.com and 301.784.2375.
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For these reasons mainly, carriers are focusing now, much 
more than before, on controlling their loss ratio (losses ÷ 
premium) and reducing their loss combined ratio (losses ÷ 
(premium + expenses)). This results in increased premium, 
greater scrutiny on renewing bad risks, lower interest in 
writing new coverage for clients in high-risk business types 
or those with prior losses, and less interest in extending 
high casualty limits, to name a few.

The commercial auto segment should also be mentioned. 
With all the technology being put into new vehicles these 
days, seemingly minor damage from an accident can prove 
to be quite costly and distracted driving has increased the 
frequency of accidents dramatically. With a shortage of 
licensed commercial drivers, new drivers may be rushed 
through certification and put behind the wheel of large, 
dangerous vehicles before having the appropriate experi-
ence and training. Renewal pricing is expected to continue 
to trend upward even more so than other coverage lines.

How can you prepare? 

While the impact of the hardening insurance market on 
a particular company will depend on industry, class of 
business, risk profile and loss history, these suggestions 
are practical, indeed prudent, across the board.

■  If you have active risk management programs in 
place, continue to focus on them and ensure all 
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There is quite a lot going in in the insurance 
industry as a whole right now and not much of it is 
positive. Different industries and types of coverage 

are being impacted more than others, but overall we are 
headed deeper into what is considered a “hard market,” 
where we see a consistent increase in renewal premiums 
and the tightening of underwriting guidelines and 
coverage offerings. 

A significant factor contributing to the current state of 
the industry is the sharp uptick of social inflation. The 
median average of the top 50 liability verdicts in the U.S. 
has doubled from $27M to $54M in only 4 years (2014-
2018). With more money going out to cover claims, 
insurance companies have had to raise rates to remain 
in business.

Another factor impacting the insurance market – 
recession concerns. Premium dollars are used almost 
exclusively to pay claims and administrative expenses 
(payroll, taxes, office expenses, advertising, etc.). Many 
insurers actually pay out more than they take in from 
premiums. Profits from investment activities support 
their financial viability. The investment piece allows 
them to make a profit and thus stay in business. Since 
there is worry the investment income may be reduced 
by recession, insurance companies are taking steps to 
remain profitable. 
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levels of your business have “bought in,” from the 
President/Owner down to the new hire. Safety 
needs to be a culture in the workplace, not just an 
afterthought or pushed to the “we’ll worry about 
it later” list. If no programs are in place, work with 
your risk adviser or broker to create and implement 
risk management and loss control programs 
(safety manuals, fleet safety programs, employee 
handbooks, hiring guidelines, etc.).

■  Many companies are looking to grow in the 
current strong economy, but low unemployment 
levels mean the “right” employees can be hard to 
find. You may be tempted to hire someone who is 
not a proper fit for the position you are looking to 
fill. A bad hire can cost you more than you stand 
to gain. Perform additional due diligence before 
extending offers. Perform background checks and 
drug tests, and call references. If you are hiring 
a driver, be sure to receive a copy of their driving 
record as part of due diligence. Simply put, make 
sure you are hiring the right people. 

■  When entering into contracts with other parties be 
sure you understand how much of their risk you are 
assuming and what your responsibilities are. Your 
risk adviser can provide experienced guidance and 
advice with respect to contractual risk transfer.

■  Consider purchasing or increasing the limits of 
an umbrella liability policy to ensure sufficient 
protection should you find yourself in a 
catastrophic suit. High limit umbrella coverage may 
require multiple layers of coverage with different 
carriers – your broker should be able to manage 
that process for you.

■  Make two lists – one with the top five or 10 
business losses you could suffer that have the 
greatest chance of happening, and another with 
the losses that could cause the greatest damage 
to your business. Review these lists with your risk 
manager or insurance broker to ensure you have 
the coverage in place to respond to all.

Additional Resource

■  “Steps to Conducting a Successful Insurance Risk 
Analysis” (Webinar) – register online.

Your Team

CBIZ’s mission is to provide high-level advisory and 
consultative brokerage services to our clients. We help 
clients manage their risk profile and expertly finance risk 
mitigation through insurance and other methods like 
captives. If you have questions about your risk profile or 
your current coverage, don’t hesitate to connect with the 
CBIZ Insurance Services Team or your CBIZ adviser.

manufactured in Mexico, the U.S. or Canada to 
qualify for zero tariffs (up from 62.5% under NAFTA). 
Mexico agreed to pass new labor laws to give greater 
protections, including ability to unionize, to workers, 
including migrants and women. By 2023, automobile 
parts must be made by workers who earn at least $16 
an hour. 

Terms of copyright is extended to 70 years beyond the 
life of the author (up from 50). Provisions are included 
to deal with the digital economy, such as prohibiting 
duties on things like music and ebooks, and protections 
for internet companies so they are not liable for content 
their users produce. And an important inclusion 
provides that U.S. farmers get more access to the 
Canadian dairy market. 

T he National Association of Manufacturers (NAM) is 
the largest manufacturing association in the United 
States, representing small and large manufacturers 

in every industrial sector and in all 50 states. As a powerful 
voice for the manufacturing community, the NAM has been 
a leading advocate for a trade policy agenda reflected in 
recent trade activity briefly described below. 

The United States Mexico Canada Agreement (USMCA) 

USMCA is an updated version of the nearly 25-year-old, 
trillion-dollar North American Free Trade Agreement 
(NAFTA). It includes major changes on cars and new 
policies on labor and environmental standards, intellectual 
property protections, and some digital trade provisions.

The agreement addresses rules regarding country 
of origin, labor provisions and intellectual property. 
Automobiles must have 75% of their components 

The NAM Talks Trade

(Continued on page 10)
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The agreement adds a 16-year sunset clause. The deal is 
also subject to a review every six years, at which point the 
U.S., Mexico and Canada can decide to extend the USMCA.

NAM President and CEO Jay Timmons released the 
following statement on passage of the U.S.–Mexico–
Canada Agreement:

“Months ago, when others predicted nothing 
but partisan gridlock, manufacturers mobilized 
to make sure that the U.S.–Mexico–Canada 
Agreement won the overwhelming support 
it deserved. Today, the NAM’s efforts helped 
secure a strong bipartisan vote for this historic 
agreement. Democrats and Republicans alike 
voted to protect the millions of manufacturing 
jobs that depend on North American trade.”

FOR MORE INFORMATION: The U.S. Trade Representative 
has posted a series of fact sheets online, including 
Rebalancing Trade to Support Manufacturing.

The United States-China Phase 1 Trade Deal

U.S. manufacturers sell more of what they make to 
China than to any other country outside of our North 
American trading partners Canada and Mexico. The 
Phase 1 trade deal signed in January by U.S. President 
Donald Trump and Chinese Vice Premier Liu cut some 
U.S. tariffs on Chinese goods in exchange for Chinese 
pledges to purchase more of American farm, energy 
and manufactured goods and addresses some U.S. 
complaints about intellectual property practices. 

The Phase 1 trade deal incorporates core elements of 
NAM’s negotiating objectives framework. It includes 
concrete wins to protect a broad range of U.S. intellectual 
property, such as trade secrets and patents, and includes 
commitments on stronger and more independent 
judicial enforcement in China to tackle longstanding 
issues, such as China-based counterfeiting, that 
have harmed manufacturing innovations and the jobs 

of American workers. China also agreed to specific 
purchases of American-manufactured products and new 
enforcement mechanisms in case China does not meet 
its commitments. While the deal does not include any 
formal tariff reduction, President Trump reaffirmed U.S. 
commitments to reduce existing U.S. tariffs on List 4A 
($160 billion that went into effect on Sept. 1, 2019)  
from 15 to 7.5%.

NAM President and CEO Jay Timmons acknowledged this 
“turning point for manufacturers,” saying:

“. . . this is an indisputable win for our country 
and a momentous day in the U.S.–China 
economic relationship. It is a remarkable turning 
point for manufacturers, with the unprecedented 
and enforceable commitments on critical 
intellectual property protections to which China 
has agreed. The NAM looks forward to . . . 
working with the administration in holding China 
accountable for its ambitious commitments. 

“. . . we are committed to achieving more 
progress in reducing trade uncertainty . . . on 
a host of difficult issues, which have been the 
heart of the trade battle, including Chinese 
subsidies to domestic companies and the 
behavior of Chinese state-owned firms were 
pushed off to later rounds of talks, which 
aren’t expected to conclude until after the U.S. 
presidential election in November.”

FOR MORE INFORMATION: The U.S. Trade Representative 
provides additional detail and access to the official fact 
sheet online.

Your Team

If you have questions about these U.S. trade policy, don’t 
hesitate to reach out to your CBIZ adviser. As a corporate 
member of the National Association of Manufacturers, 
we can put you in touch with the NAM’s trade contacts for 
USMCA and China policy.
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