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The 2026 Roth Catch-Up Contribution Rule: What
Retirement Plan Advisors Should Know

A : e i rticipants will not be able to make catch-up con-
s plan advisors, you're likely already aware that paruc
the retirement landscape continues to shift under tributions after December 31, 2025. Plan sponsors

SECURE 2.0. Beginning January 1, 2026, one ma- should determine now to change their plan features
jor change from SECURE 2.0 will requi;'e certain and should coordinate with their service providers
high-earning participants to make catch-up contribu- if they wish to add or update Roth functionality. To
tions as Roth, rather than pre-tax, deferrals. Advisors this end, employers should identify high-wage partic-
should help plan sponsors and participants prepare ipants using 2025 W-2 wages, so that the Roth rule

now to ensure compliance and effective communica- is correctly applied in 2026.

tion.
I Next, 401(k) and 403(b) plan documents generally

The Rule In Brief: must be amended by December 31, 2026, to com-
€ rulenBre ply with SECURE 2.0 requirements. Later deadlines

. Effective Date: Tax years beginning after De- apply to governmental and collectively bargained

cember 31, 2025 (final regulations generally ap- plans.

ly beginning in 2027).
Ply beginning ! ) Correcting Failures: Final regulations clarifying the

Roth catch-up contribution requirements provide
older (including those who will turn 50 by year- two correction methods that may be used when par-

end), whose prior-year W-2 wages exceed ticipants subject to the Roth catch-up requirement

$150,000 (indexed for inflation). Only FICA wag- make pre-tax catch-up contributions that should
es reported in Box 3 on Form W-2 are consid- have been designated Roth contributions. To use

ered under the regulations; thus, self-employed either method, plans must include a deemed Roth
individuals are not subject to this new rule. e_zlectlon feature, to clarify thqt the plan will automa_-

tically treat an affected participant’s catch-up contri-
butions as Roth contributions.

e Affected Participants: Participants age 50 or

e What Changes: All catch-up contributions for
high earners must be Roth. Participants whose

prior year FICA wages fall below the $150,000 * Form W-2 Correction Method: Any catch-up
threshold may still choose between pre-tax or contributions that should have been designated
Roth contributions, if the plan allows. Roth contributions (adjusted for gains or losses)

is transferred from the participant’s pre-tax ac-
« Plan Types: The new rule applies to 401(k), count to the participant’s designated Roth ac-

403(b), and governmental 457(b) plans. SIMPLE count. The transferred amount is then reported
and SEP IRAs are excluded. as a designated Roth contribution on the partici-

pant’'s Form W-2 for the year of the deferral. This
correction method is not permitted if the partici-
pant’'s Form W-2 for the year has already been
filed or furnished to the participant.

Key Implication for Plans: Plans should be mindful
of several key considerations going forward. First, if
a plan does not offer Roth deferrals, affected
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The 2026 Roth Catch-Up Contribution Rule: What
Retirement Plan Advisors Should Know (Continued)

* In-Plan Roth Rollover Correction Method: A
plan may directly roll over any catch-up contri-
butions that should have been designated Roth

contributions (adjusted for gains or losses) to the gzwdndm r

participant’s designated Roth account and report

the amount of the in-plan Roth rollover on Form «  December 1, 2025: Deadline to distribute
1099-R for the year of the rollover. This contri- annual safe harbor notices to plan

bution and any related earnings will need to be participants.

included in the participant’s gross income in the

year the rollover occurs. This correction method * December 1, 2025: Deadline to distribute
is allowed even in plans that do not permit par- annual QDIA notice to plan participants, as
ticipant-elected in-plan Roth rollovers, as it is in- well as annual automatic enroliment and
tended to correct an operational failure. default investment notices, which may be

combined with the QDIA notice.

Next Steps for Plan Advisors: As we move quickly
towards implementation of the Roth catch-up con-
tribution requirement, plan advisors can assist their
clients by confirming plans’ Roth deferral capability
and catch up provisions, coordinating with payroll
and other service providers to ensure plan features
and operations will align with the new rule, identifying
participants who are likely at or over the $150,000
threshold, and providing clear participant communi-
cations advising on the new rule. For plan sponsors,
readiness will help mitigate compliance errors; for
participants, Roth catch-ups may enhance long-term
tax free growth. Plan advisors who can assist their
clients through this transition will add significant va-
lue as 2026 approaches.

by Jesse St. Cyr, Partner, Poyner Spruill

Jesse is a member of the Employee Benefits and Executive Compensation team at Poyner Spruill LLP. He represents
clients before the IRS and DOL in matters involving employee benefits. Jesse has experience working with a diverse
range of benefits and compensation matters and has extensive experience working with a variety of employers. Jesse
is recognized by Chambers USA as a leading lawyer for Business (Employee Benefits & Executive Compensation).
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