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New Employer Rules for 401(k) Catch-Up
Contributions
The new SECURE 2.0 law adds another layer, beginning in 2025, for participants who
are age 60 through 63.

Ken Berry, JD •  Oct. 25, 2023

Does your small business provide a 401(k) plan for your employees? If it does, the
employees can contribute to their accounts within generous limits, building up funds
for their retirement. Furthermore, the tax law allows 401(k) participants to make
additional “catch-up contributions” when they’re past the prime of their careers.

Even better the new retirement planning last passed late last year—dubbed SECURE
2.0—generally enhances the rules for catch-up contributions. Now a new IRS ruling

Hello. It looks like you’re using an ad blocker that may prevent our website from
working properly. To receive the best experience possible, please make sure any blockers
are switched off and refresh the page.

If you have any questions or need help you can email us

https://www.cpapracticeadvisor.com/contributor/ken-berry
mailto:info@cpapracticeadvisor.com
https://www.cpapracticeadvisor.com/


delays implementation of a SECURE 2.0 requirement affecting high-earning
employees.

Details: For starters, employee deferrals to a 401(k) are made through withholding
on a pre-tax basis. The amounts contributed to your account compound without any
tax erosion. This allows you to build a sizeable nest egg. Withdrawals aren’t taxable
as ordinary income only when they are made—usually, in retirement when you’re
probably in a lower tax bracket. 

Frequently, an employer will match a portion of deferrals, so there is an added
incentive for employees to participate. A common match is 50% percent of the �rst
6% of the amount you save. For instance, if your salary is $100,000 and you
contribute 6%, or $6,000, to the plan, the employer may provide a matching
contribution of $3,000. (Other special rules nondiscrimination rules may come into
play)

How much can an employee contribute each year? The limits are generous and
indexed annually for in�ation. For 2023, the limit on employee deferrals is $22,500.
Plus, an employee age 50 or older can kick in an extra $7,500 catch-up contribution,
bringing the maximum total for 2023 to $30,000.

The new SECURE 2.0 law adds another layer, beginning in 2025, for participants
who are age 60 through 63. If you’re in this group, the catch-up contribution
maximum is increased to the greater of $10,000 or 150% of the regular catch-up
contribution amount for 2024. The $10,000 amount will be adjusted for in�ation
annually, beginning in 2026.

For example, using the 2023 catch-up contribution limit of $7,500, the extra catch-
up contribution for plan participants age 60-63 comes out to $11,250. And you can
expect the actual �gure to be even higher two years from now.

Also, SECURE 2.0 requires catch-up contributions for employees who had wages over
$145,000 during the previous year to deposit these amounts in a Roth 401(k)
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account. This change applies to all participants above the $145,000 wage threshold
who are age 50 or older—not just those age 60-63. Initially, the Roth 401(k) rule was
scheduled to take effect on January 1, 2024.

Tax update: Bowing to pressure from the tax and �nancial communities, the IRS is
providing employers with a reprieve. Under the new ruling, an employer will now
have until January 1, 2026 to implement the new rule relating to Roth 401(k)s. This
gives businesses two more years to comply with the requirements.

The new ruling also addresses a glitch in SECURE 2.0 that inadvertently eliminates
catch-up contributions after 2023. It clari�es that contributions are still allowed for
2024 and thereafter.

If you have any questions relating to catch-up contributions, don’t hesitate to
contact a professional advisor.
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