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SECURE 2.0 made rothification of catch-up contributions for high-income earners effective in 2024. However,
the Treasury Department administratively postponed the Roth catch-up allocation until 2026.

What to Know About the Rothification of Catch-Up Contributions

Effective January 1, 2026, participants who are at least 50 years old and whose prior year Social Security
wages (like salaries, bonuses, commissions) from an employer sponsoring the plan (i.e.. 401(k), 403(b) and
457(b)) exceeded $150,000 (for 2025) can make catch up contributions only to a Roth account.

The Treasury Regulations provide, among other things, that if a plan complies with the following qualifications,
then the plan can recharacterize deferrals as Roth catch-up in case the plan administrator incorrectly
determined compensation for a prior year. The plan must:

¢ have “deemed” Roth catch up provisions,
have policies and procedures in place that enforce correct catch-up elections,
allow employees to opt out of the deemed Roth catch-up prior to making elective deferrals, and

provide for in-plan Roth rollovers.

As a plan sponsor, you may want to:

e Review your plan and, if necessary, have your professional advisors draft the necessary plan
amendments by including ‘deemed” rothification and in plan Roth roll overs.

¢ Review your plan documents to confirm that your plan allows for Roth contributions (to begin with) to
accommodate the mandatory requirement for high earners. If not, have your plan updated to provide
so.

e Make sure that your payroll systems track employee compensation to identify those exceeding the
$150,000 threshold for 2025 and adjust contribution limits based on age and eligibility.

¢ Verify that your plan allows for Roth recharacteraization to correct potential testing failures.
¢ Inform your employees about changes, especially those age 50+ and high earners.

If you have questions about this topic or other employee benefit or retirement-related matters, please conact
Nadia Havard or call our office at 814-459-2800.

IRS Circular 230 Disclosure: Any federal tax advice contained in this communication (including any
attachments) is not intended or written to be used, and cannot be used, for the purpose of avoiding
penalties that may be imposed under the Internal Revenue Code or for promoting, marketing, or
recommending to another party any transaction or matter addressed herein.



https://www.kmgslaw.com/lawyers/nadia-a-havard
http://www.kmgslaw.com

Nadia A. Havard

Nadia A. Havard concentrates her practice in all areas of qualified and
nongualified retirement plans and employee benefits; transfer taxes;
fiduciary income tax and trust administration; business; as well as estate
planning and administration. She also helps nonprofits obtain and maintain
their tax-exempt status.

nhavard@kmgslaw.com ¢ 814-459-2800

Legal Advice Disclaimer: The content of this website is provided for general information purposes only. It
should not be used as a substitute for consulting an attorney for legal advice regarding the reader's own
affairs. Knox McLaughlin Gornall & Sennett, P.C. is not responsible for the content provided on any third-party
website which may be accessed via links provided by this site.

Copyright © Knox McLaughlin Gornall & Sennett, P.C.
Not to be reproduced without permission.



