
The SECURE ACT 2.0 Impact
 - 10 Key Things to Know - 

As you may have seen, there’s big news from Congress on the retirement front. 

The passing of SECURE ACT 2.0, a giant piece of bipartisan retirement security legislation, could present 
significant opportunities for your retirement savings strategy.  While the full piece of legislation is nearly 400 
pages long, there are a few key points that we’d like to highlight below.

1) Changes to Required Minimum Distributions

The SECURE Act of 2019 raised the age for RMDs from 70½ to 72. SECURE 2.0 further raises the RMD age from 72 to 
73 in 2023, and 75 in 2033. Earlier drafts of SECURE 2.0 had a phase-in period, with a gradual increase to 75 by 
2033; the final version of the bill does not include a phase in and will simply raise the RMD age from 73 to 75 in 
2033. 

Additionally, SECURE 2.0 reduces the penalty tax for failures by an individual to take the minimum distribution 
from 50% to 25%. Further, if the failure is corrected in a timely manner, the excise tax is reduced from 25% to 10%. 
These changes are effective for 2023.

2)     Catch-Up Contribution Increase and Changes for Earners Over $145,000

There are two significant changes to catch-up contributions included in SECURE 2.0. First, effective in 2024, all 
catch-up contributions for individuals earning more than $145,000 per year (indexed) must be made on a Roth, 
or after tax, basis. This does not apply to SIMPLE plans. 

Second, individuals between the ages of 60 and 63 will be eligible for a higher catch-up contribution limit 
beginning in 2025. Current law limits catch-up contributions to $7,500 (except for SIMPLE plans, which limit to 
$3,500). Under SECURE 2.0, effective in 2025, individuals will be able to contribute the greater of $10,000 (indexed) 
or 150% of the regular catch-up (which would be $11,250 in 2023). For SIMPLE plans, individuals will be able to 
contribute the greater of $5,000 or 150% of the regular SIMPLE catch-up (which would be $5,520 in 2023).

3)     Enhancement of Tax Credits for Small Businesses Starting and Maintaining a Retirement Plan

The current tax credit available for small businesses that adopt a new qualified retirement plan will be 
enhanced beginning in 2023. Employers with up to 50 employees will be eligible for a credit equal to 100% of the 
amount contributed by the employer, up to $1,000 per employee. The employer receives a credit equal to 100% in 
years one and two, then 75% in the third year, 50% in the fourth year and 25% in the fifth year. 

Small businesses with 51 to 100 employees are also eligible for this tax credit, which phases out based on the 
number of employees exceeding 50 during the preceding taxable year. Employees earning more than $100,000 
per year are excluded, and employers cannot claim a credit for contributions on their behalf. 

In addition, the current three-year start-up credit –generally equal to 50% of plan expenses, up to a cap of up to 
$5,000 –is increased to 100% of plan expenses, up to a cap of $5,000  for employers with up to 50 employees.

4)Self-Correction of Inadvertent Plan and IRA Violations Without Submission to the IRS

Effective immediately, all inadvertent plan violations may be self-corrected under the IRS’ Employee Plans 
Compliance Resolution System (EPCRS) without a submission to the IRS. 

The rule does not apply if the IRS discovers the violation on an audit, or if the self-correction is not completed 
within a reasonable period after a failure is identified.

5)Matching Contributions for Student Loan Payments

Recognizing that many individuals are not able to contribute to workplace plans in order to make student loan 
payments, SECURE 2.0 includes a provision aimed at encouraging younger workers to begin saving for 
retirement. Beginning in 2024, employers will be permitted to make matching contributions under a 401(k), 
403(b) or SIMPLE IRA plan based on a participant’s student loan repayments. Government employers would also 
be permitted to make matching contributions in a section 457(b) plan or another plan with respect to such 
repayments.  

This provision is effective for 2024.  

6)Required Auto-Enrollment and Auto-Escalation For Most New Plans

Beginning in 2025, all new 401(k) and 403(b) plans will be required to include automatic enrollment for all eligible 
participants at a minimum of 3% and maximum of 10% of eligible compensation, and automatic escalation at 
one percentage point per year up to at least 10% and a maximum of 15%. Plans in existence before the date of 
enactment would be grandfathered and not subject to these requirements. There is also an exemption for 
government plans, church plans, employers with 10 or fewer employees, and new businesses within the first 
three years of operation. 

Additionally, the bill does not require an employer to have a plan but instead applies only to employers deciding 
to start a plan. 

7)Allowing SIMPLE and SEP Contributions to be Made on a ROTH Basis

Effective for tax year 2024, SIMPLE and SEP contributions for both employees and employers can be made on a 
Roth basis. The employee must elect for Roth treatment. 

8)Two New Ways to Save for Emergencies Through a 401(K) Plan

SECURE 2.0 enables emergency savings accounts to be created within 401(k) plans, which will allow employees 
to save for emergencies and make withdrawals without penalty. 
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8)    Two New Ways to Save for Emergencies Through a 401(K) Plan

SECURE 2.0 enables emergency savings accounts to be created within 401(k) plans, which will allow employees 
to save for emergencies and make withdrawals without penalty. 

There is a cap of $2,500 on the emergency savings account, and contributions must be made on a Roth basis 
so that distributions can be nontaxable (regardless of when distributed). Only employee contributions can be 
made towards the emergency savings account, however employers must match the contributed amount into 
the standard portion of the plan, not the emergency savings account, at the same rate they match regular 
contributions to the plan. This provision is effective for 2024. Policymakers intended for this proposal to support 
individuals who want to save, but are fearful of having assets tied up in a retirement account and being unable 
to access them without penalty. 

Additionally, there is a provision that will no longer subject emergency distributions from retirement plans 
(excluding DB plans) or IRAs to the 10% early distribution tax. There will be a limit of one emergency distribution 
per year and that distribution cannot exceed the lesser of $1,000 (not indexed) or the excess of the individual’s 
vested benefit over $1,000 (not indexed). This provision is also effective for 2024.

9)Permitting All Employer Contributions to be Offered to Employees on a Roth Basis

Effective immediately, employers can allow employees to elect for some or all of their vested matching and 
non-elective contributions to be treated as Roth contributions under a 401(k), 403(b) or governmental 457(b) 
plan. 

10)Rollover of Excess 529 Assets To Roth IRAs

Beginning in 2024, excess assets in a 529 qualified tuition program will be eligible for a tax-free rollover to a Roth 
IRA. The beneficiary of the 529 account and the Roth IRA must be the same, and the 529 account of the 
beneficiary must have been maintained for at least 15 years. The rollover would be subject to the lesser of (1) the 
regular Roth IRA limits (without the income limits) or (2) the aggregate amount contributed to the 529 account 
over the previous five years (plus earnings). 

The rollovers would also be subject to a per-beneficiary lifetime limit of $35,000. This provision is aimed at 
supporting middle income savers who have been making contributions to a 529 plan in lieu of saving for their 
own retirement.

Content in this material is for general information only and not intended to provide specific advice or 
recommendations for any individual. This information is not intended to be a substitute for specific 
individualized tax advice. We suggest that you discuss your specific tax issues with a qualified tax advisor.
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