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SECURE 1.0 Provisions

. Bryan Card

On July 18, 2024, the Internal Revenue Service (the “IRS”) simultaneously issued final regulations
(“Final RMD Regulations”) and proposed regulations (the “Proposed RMD Regulations”) under
Section 401(a)(9) of the Internal Revenue Code (the “Code”) addressing the required minimum
distribution (“RMD” or “RMDs”) rules. The Final RMD Regulations largely reflect changes made to the
RMD rules under proposed regulations issued on February 24, 2022 (the “2022 Proposed RMD
Regulations”) following the enactment of the Setting Every Community Up for Retirement
Enhancement Act of 2019 (“SECURE 1.0”). The Final RMD Regulations also provide guidance on
several RMD provisions from the SECURE 2.0 Act of 2022 (“SECURE 2.0”), while other provisions

were reserved for industry comment by including them in the Proposed RMD Regulations.

= READ MORE

The Final RMD Regulations are effective for distribution calendar years beginning on or after January
1, 2025. For distribution calendar years before January 1, 2025, a good faith, reasonable
2025 ForaENbUuGIT carenddr yeats nétore Janaary 1, 2u2s, a gooa 1ann, reasonanle

interpretation of statutory provisions standard applies.

The key provisions from the Final RMD Regulations that clarify or expand on the 2022 Proposed

Regulations and the Proposed RMD Regulations are discussed below.

Changes Impacting Defined Contribution Plans

Post-Death RMDs

SECURE 1.0 made significant changes to the rules governing post-death RMDs for defined
contribution plans (“DC plans”). Under the Final RMD Regulations, beneficiaries are generally
categorized into three different types of beneficiaries: (1) eligible designated beneficiaries,[1] (2)
designated beneficiaries who are not eligible designated beneficiaries, and (3) non-designated

beneficiaries.

Similar to the post-death RMD rules prior to the enactment of SECURE 1.0, RMD payment timing
depends on whether the participant dies before or after the participant’s required beginning date

(“RBD”). If the participant dies prior to their RBD, the following rules apply:

¢ Eligible Designated Beneficiary: Beneficiaries may elect to: (1) receive RMDs over the life

expectancy of the beneficiary, with the first RMD commencing by December 31 of the calendar
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year following the calendar year in which the participant died, or (2) receive a distribution of the
entire account by December 31 of the tenth calendar year following the participant’s death (the
“ten-year rule”).

Designated Beneficiary Who is not an Eligible Designated Beneficiary: The entire account must be

distributed by December 31 of the tenth calendar year following the participant’s death.

* Non-designated Beneficiary: The entire account must be distributed by December 31 of the fifth

calendar year following the year of the participant’s death.

If the participant deceases after commencing RMDs:

Eligible Designated Beneficiary: Generally, RMDs must be paid over the life expectancy of the

participant or the beneficiary, whichever is longer.
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paid over the life expectancy of the participant or beneficiary, whichever is longer; however, the
participant’s entire account must be distributed by December 31 of the tenth calendar year
following the death of the participant.

¢ Non-designated Beneficiary: RMDs must continue based on the life expectancy of the participant.

The Final RMD Regulations and the Proposed RMD Regulations provide the following additional

clarifications on the post-death RMD payment rules.
Compliance With “At Least as Rapidly Rule” and “10-Year Rule”

As noted in the preamble to the Final RMD Regulations, several commenters requested that the IRS
eliminate the requirement that the distributions comply with both the “at least as rapidly rule” and the
“ten-year rule” in situations where the participant dies prior to their RBD for designated beneficiaries
who are not eligible designated beneficiaries, and instead provide that such distributions be subject
only to the ten-year rule. Under the “at least as rapidly rule,” the participant’s entire interest must be
distributed to the beneficiary at least as rapidly as it would have been distributed under the
distribution method being used for the participant as of the date of the participant’s death. Under the
“ten-year rule”, the participant’s remaining account balance must be fully distributed to the

beneficiary by December 31 of the tenth calendar year following the year of the participant’s death.

In addition, the IRS noted that it is retaining the rule that requires RMD payments following (1) the
death of an eligible designated beneficiary receiving payments under the life expectancy
methodology, and (2) the attainment of the age of majority in the case of an eligible designated
beneficiary who is a minor child, to comply with both the “at least as rapidly” rule and the “ten-year

rule”.

In providing a rationale as to why plans will need to comply with both rules, the IRS stated that the
overarching policy of Section 401(a)(9) of the Code and the amendments made by SECURE 1.0
support an interpretation requiring compliance with both rules. Commenters suggested that
requiring continued annual distributions adds complexity to the administration of RMDs because the
beneficiary would have to know whether the participant died before or after the participant's RBD to
apply this rule. However, the IRS seems to readily dismiss this concern as the requirement to

continue annual distributions predates the changes under SECURE 1.0.
Surviving Spouse Election to be Treated as Participant

Generally, if a participant dies before their RBD, an eligible designated beneficiary can elect to
receive payments, beginning in the year after the participant’s death, over the beneficiary’s lifetime
or elect to receive the entire amount by December 31 of the tenth calendar year following the
participant’'s death. However, Section 327 of SECURE 2.0, provides that, if the participant dies prior
to their RBD and the participant’s surviving spouse is the sole designated beneficiary of the
participant, then the spouse may elect to: (1) be treated as if the surviving spouse were the
participant for purposes of the regulations referred to in section 401(a)(9)(B)(iii)(ll) of the Code
(providing for annual payments over the beneficiary’s life or life expectancy), (2) delay
commencement of RMDs until the year the participant would have attained the applicable age for
their RBD, and (3) be treated as the participant in the event the surviving spouse dies before

distributions to the spouse begin.

Spousal Election: The Final RMD Regulations clarify that the election to be treated as the participant
will automatically apply (i.e., a separate election would not be requiredy) if: (1) the participant dies
before their RBD, (2) the surviving spouse is the sole beneficiary of the participant, and (3) the
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Final RMD Regulations also provide that in the event the participant dies after their RBD and the
surviving spouse is the participant’s sole beneficiary, then the surviving spouse may elect to extend
the RMD payments by using the Uniform Table (as opposed to the Single Life Table) in calculating the
applicable RMD payments. The Proposed RMD Regulations clarify that unlike the situation in which
the participant dies before their RBD, the election for the spouse to be treated as the participant is

not automatic; however, the plan document may provide that such election is the default.

Applicable RBD Age: The Proposed RMD Regulations clarify that the attainment of RBD age is
determined by reference to the participant’s attainment of the applicable age (rather than by
reference to the spouse’s attainment of the applicable age). Prior to this guidance provided under
the Proposed RMD Regulations, practitioners questioned whether the spouse’s election to be treated
as the participant provided under SECURE 2.0 would allow the spouse to use their own age in
determining commencement of RMDs, to further align the RMD rules under employer-sponsored
retirement plans (e.g., 401(k) plans) with the RMD rules applicable to individual retirement accounts
(“IRAs”). Accordingly, because surviving spouses will not have the flexibility to potentially delay
commencement of RMDs based on their own age, surviving spouses may still be incentivized in
certain circumstances to roll over the participant’s account to an IRA prior to commencement of
RMDs.

Distribution to Beneficiary of Surviving Spouse: The Proposed RMD Regulations also provide that if
the spousal election is in effect and the spouse dies on or after distribution begun, then payments to
the beneficiary of the surviving spouse must continue and such payments will be determined using
the Single Life Table (and not the Uniform Life Table) and a final distribution of the account balance
must be made by the December 31 of the tenth calendar year following the spouse’s death (i.e., the
spouse’s beneficiary will not be treated as an eligible designated beneficiary).

Availability of Spousal Election: The Proposed RMD Regulations specify that the spouse’s election
to be treated as the participant is only available if the participant would have reached their RBD age
in 2024 or later. For example, if a participant died in 2017 and the participant would have attained
their RBD age in 2024, then the first year for which an annual required minimum distribution is due
would be 2024, and the spousal election would apply.

Limitations of Treatment as Participant: The Proposed RMD Regulations clarify that the spouse’s
election to be treated as the participant is specific to the application of the RMD rules and does not
extend to other applications. For example, the spouse would not be subject to the 10 percent early
distribution penalty for receiving distributions prior to age 59 %-.

Roth Accounts: Although section 325 of SECURE 2.0 provides that the calculation of a participant’s
RMD for an applicable distribution calendar year does not include amounts from designated Roth
accounts, the Proposed RMD Regulations specify that amounts in designated Roth accounts should
be included in calculating RMDs for a surviving spouse.

Classification of Child who has not Reached Age of Majority and Payment Timing

For purposes of determining whether a child satisfies the definition of an eligible designated
beneficiary, the definition in Section 152(f)(1) of the Code applies; therefore, a stepchild, an adopted
child, or an eligible foster child would satisfy this definition. The Final RMD Regulations also clarify
that if the participant has multiple designated beneficiaries who are minor children, the determination

of whether the RMD rules have been satisfied is based on the youngest of the participant’s children.

Certification for Disabled and Chronically Ill Individuals

The Final RMD Regulations retain the requirement that beneficiaries provide documentation
certifying their disabled or chronically ill status by the deadline of October 31 of the calendar year
following the year in which the participant died, but modify the example from the 2022 Proposed
RMD Regulations to lessen the burden for documentation used to certify the disability need.
Specifically, under the modified example, the licensed health care practitioner can merely certify that,
as of a specified date, the designated beneficiary is unable to engage in any substantial gainful
activity by reason of a physical impairment that can be expected to be of a long-continued and
indefinite duration. However, the Final RMD Regulations state that for IRAs, there is no requirement
to provide documentation of a designated beneficiary’s disability or chronic illness to an IRA

custodian.
Changes Impacting Trust Beneficiaries

The Final RMD Regulations generally retain the see-through trust requirements under which
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beneficiaries of a trust are treated as beneficiaries of the participant if the trust meets specified
requirements. In addition, the Final RMD Regulations clarify that for purposes of determining
whether the trust-documentation requirements have been satisfied, a plan administrator may choose
to require trustees to provide a list of trust beneficiaries with a description of the conditions on their
entitlement to plan benefits instead of the actual trust document. The Final RMD Regulations also

specify that no trust documentation is required to be provided to an IRA custodian.

The 2022 Proposed RMD Regulations generally retain the separate account rules applicable to
beneficiaries after the death of the participant, including the rule that prohibits separate application
of Code section 401(a)(9) to separate interests in a trust. However, the 2022 Proposed RMD
Regulations provided an exception that would not prohibit separate application of the RMD rules to a
trust with at least one disabled or chronically ill beneficiary, if the trust provides that it is to be
immediately divided upon the participant’s death into separate trusts for each beneficiary. The Final
RMD Regulations expanded on this exception to permit separate application of the RMD rules to the
separate interests of beneficiaries of a see-through trust if certain requirements are met, regardless

of whether one of the beneficiaries of the see-through trust is a disabled or chronically ill beneficiary.

Full Distribution

The Fimal NMD Negulatioms gemarally rotaim the rules under the Moposed NMD Negulations but
clarify that for an eligible designated beneficiary younger than the participant who is taking
distributions over the participant’s remaining life expectancy, a full distribution is not required until

the calendar year in which the applicable denominator is less than or equal to one.
Multiple Designated Beneficiaries

The Final RMD Regulations generally reflect the 2022 Proposed RMD Regulations’ treatment of
multiple designated beneficiaries. Specifically, if the participant has more than one designated
beneficiary, then the applicable denominator and determination of whether a full distribution is
required is determined using the life expectancy of the oldest designated beneficiary. However, if
the participant’s beneficiary is an applicable multi-beneficiary trust, then only the disabled and
chronically ill beneficiaries of the trust are taken into account in determining the oldest designated

beneficiary.

In addition, if any of the participant’s designated beneficiaries was a child of the participant who had
not yet reached the age of majority as of the date of the participant’s death, then in applying the
requirement to make a full distribution by the tenth year following the death of the oldest eligible
designated beneficiary, only the participant’s children who are designated beneficiaries and who are
under the age of majority as of the participant’s date of death were taken into account. The Final
RMD Regulations clarify that in a situation where the participant had two eligible designated
beneficiaries who had not yet reached the age of majority, then a full distribution would not be

required until ten years after the youngest of the children reaches the age of majority.

Designated Roth Accounts

The Final RMD Regulations reflect the changes made under Section 325 of SECURE 2.0, which
amended the RMD requirements to provide that the RMDs do not apply to designated Roth
accounts, including the distribution calendar year of the participant’s death. Furthermore, the
Proposed RMD Regulations clarify that distributions from Roth accounts do not count toward
satisfying the RMD requirement for an applicable distribution calendar year and are not treated as

RMDs for rollover purposes (i.e., are eligible for rollover).

Changes Impacting Defined Benefit Plans and Annuity Contracts

Actuarial Increases

Although SECURE 1.0 increased the RBD age from 70 > to age 72, the 2022 Proposed RMD
Regulations kept intact the requirement to actuarially increase benefits for defined benefit plan (“DB
plan”) participants who work beyond age 70 %z (as opposed to increasing the age to coincide with
the increased RBD age). The Final RMD Regulations reflect the age 70 V2 actuarial increase. The

Final RMD Regulations also clarify that benefits that are not vested are not required to be actuarially

increased until they become vested.
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The 2022 Proposed RMD Regulations generally retained the requirement that that all payments
under a DB plan or annuity contract issued by insurance carriers must be nonincreasing, subject to
certain exceptions. Under the 2022 Proposed RMD Regulations, the permitted increases in annuity
payments were different for DB plans and annuity contracts issued by insurance carriers as the
exceptions to the non increasing rule in the 2022 Proposed RMD Regulations applied only if the total
future expected payments under the contract exceed the total value being annuitized (i.e., the value
of the participant’s entire interest being annuitized). The Final RMD Regulations modified this
exception so that the exception for increasing annuity payments is in-line with the exception for DB
plans, and thus removed the requirement that the total future expected payments under the contract
exceed the total value being annuitized. Accordingly, the permitted increases in annuity payments
under an annuity contract are expanded to allow increases by a constant percentage, applied not

less frequently than annually, at a rate that is less than five percent per year.

Qualifying Longevity Annuity Contracts

The Final RMD Regulations reflect the changes made to qualifying longevity annuity contracts
(“QLACs") under SECURE 2.0, including the increase of the maximum value of the annuity contract to
$200,000 (adjusted for inflation), the elimination of the 25% limit on premiums, and the “short-free
look period” in which the participant is permitted to rescind the contract within a period not
exceeding 90 days after purchase. The Final RMD Regulations also reflect the SECURE 2.0 provision
providing that a QLAC with joint and survivor annuity benefits will not lose its qualified status in the
event the participant and spouse beneficiary divorce after the purchase of the annuity but before the
annuity starting date, provided that a qualified domestic relations order (“QDRQO”) satisfying certain
requirements has been issued in connection with the divorce, or for a plan not subject to the QDRO
requirements under Section 414(p) of the Code or Section 206(d) of ERISA, a divorce or separation

alternative meeting certain enumerated requirements set forth under SECURE 2.0.

The Proposed RMD Regulations further clarify that for a plan not subject to Section 414(p) of the
Code or Section 206(d) of ERISA, a divorce or separation alternative is: (1) a decree of divorce or
separate maintenance or a written instrument incident to such a decree; (2) a written separation
agreement; or (3) any other decree requiring an individual to make payments for the support or

maintenance of the individual’s former spouse.
Aggregation of Annuity and Non-Annuity Payments for RMD Calculation

The Final RMD Regulations reflect the change under Section 204 of SECURE 2.0, which provides
that if a participant’s benefit in a DC plan is partially in the form of an annuity contract, then the
participant is permitted to aggregate the distributions attributable to both the annuity and the non-
annuity portions of the distribution, which oftentimes result in smaller RMD amounts than if the
annuity and non-annuity distributions were required to be bifurcated.

The Proposed RMD Regulations clarify that the fair market value of the annuity contract would be
determined as of December 31 of the calendar year preceding the distribution calendar year. In
addition, beginning with the determination used for the 2026 distribution calendar year, the
determination would have to be made using the applicable method set forth in Treasury Regulation
Section 1.408A-4, Q&A-14(b)(2) (i.e., the gift tax method, which is usually based on a comparable
contract issued by the annuity provider, or the annuity itself if the determination is made shortly after
the issuance of the annuity).

Changes Impacting Both DC Plans and DB Plans

Clarifications Regarding RBD

Increase in RBD Age: SECURE 1.0 increased the RBD age from age 70 Y2 to age 72 for participants
born on or after July 1, 1949, but before January 1, 1951, and SECURE 2.0 further increased the RBD
age to 73 for participants born on or after January 1, 1951, but before January 1, 1959, and then age
75 for participants born on or after January 1, 1960. These increases in the RBD age are reflected in
the Final RMD Regulations. However, as noted in the preamble to the Final RMD Regulations, there
was anh ambiguity in the text of SECURE 2.0 as to whether individuals born in 1959 had an RBD age
of 73 or 75. The Proposed RMD Regulations confirm that the RBD age for a participant who was born
in 1959 would be age 73.
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to retain an RBD age of 70 %2. This may be attractive for plan sponsors who do not have computer
systems readily able to be reprogrammed to reflect the changed RBD. In addition, the Final RMD
Regulations provide that for a DB plan, if distributions commence prior to the RBD in the form of an
annuity, then the annuity starting date will generally be treated as the RBD.

Multiple Employer Plan Treatment: The Final RMD Regulations clarify that a participant who is not a
five-percent owner retires from employment with one employer and commences employment with a

different employer, then the participant is not treated as having retired for RMD purposes.
RMD Excise Tax Relief

The Final RMD Regulations reflect the RMD excise relief tax provided under SECURE 2.0, which
lowered the excise tax for the failure to take an RMD in an applicable distribution calendar year from
50% to 25% of the missed RMD amount. The excise tax may be further reduced to 10% if the
individual (1) receives a corrective distribution from the plan equal to the missed RMD amount and (2)
submits a tax return reflecting the reduced excise tax, within the applicable correction window. The
Final RMD Regulations also provide that if a participant deceases before receiving an RMD for an
applicable distribution calendar year, then the beneficiary will automatically qualify for a waiver of the
RMD excise tax if the beneficiary receives the applicable RMD by the tax filing deadline of the

P U O P S T R ST S

taxable yéar that the Earﬁéipant deceased (or the last day of the calende;} year followiﬁg that

calendar year, whichever is later).

The 2024 Proposed RMD Regulations further clarify that any RMD taken as a corrective distribution
to reduce or waive an excise tax for a missed RMD payment from a previous year would not count
toward satisfying the RMD requirement for the year in which the corrective distribution was made

and would not be eligible for rollover.

Action Items

The effective date for compliance with the Final RMD Regulations applies to distributions on or after
January 1, 2025. Accordingly, it is imperative that plan sponsors begin working with their
recordkeeper/third-party administrator as soon as possible to ensure that the plan will be able to

administer the applicable changes to the RMD rules.

Plan sponsors should also be aware that plans will generally need to be amended for certain
SECURE 2.0 provisions by the deadline of December 31, 2026. Plan sponsors should continue to
monitor any subsequent IRS guidance relating to RMDs, including finalization of the Proposed RMD

Regulations.

If you have any questions regarding compliance with the Final RMD Regulations and/or the Proposed

RMD Regulations, please contact us.

[1] An eligible designated beneficiary is a designated beneficiary who is: (1) the participant’s surviving
spouse; (2) a child of the participant who has not reached the age of majority as of the date of the
participant’s death; (3) a chronically ill individual; (4) a disabled individual; or (5) an individual who is

not more than ten years younger than the participant.

FOOTNOTES
1. [1] An eligible designated beneficiary is a designated beneficiary who is: (1) the participant’s
surviving spouse; (2) a child of the participant who has not reached the age of majority as of the

date of the participant’s death; (3) a chronically ill individual; (4) a disabled individual; or (5) an
individual who is not more than ten years younger than the participant.

2025 Pension Plan Limitations
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On November 1, 2024, the Internal Revenue Service issued Notice 2024-80, containing the cost-of-
living adjustments related to retirement plan limitations under the Internal Revenue Code (the “Code”).
These changes will take effect on January 1, 2025. Below are some of the key highlights.

— READ MORE

N

. Adjusted Limitations

The limitation on the annual benefit under a defined benefit plan is increased from $275,000 to
$280,000. (Code section 415(b)(1)(A)).

For a participant who separated from service before January 1, 2025, the participant’s limitation

under a defined benefit plan under section 415(b)(1)(B) is computed by multiplying the participant’s
compensation limitation, as adjusted through 2024, by 1.0262.

The annual contribution limitation for defined contribution plans is increased from $69,000 to
$70,000 (Code section 415(c)(1)(A).

The annual compensation limit is increased from $345,000 to $350,000. (Code sections 401(a)(17),
404()), 408(K)(3)(C) and 408(Kk)(6)(D)(ii)).

The limitation on the exclusion for elective deferrals is increased from $23,000 to $23,500. (Code
sections 402(g)(1) and 402(g)(3)).

The annual compensation limitation for eligible participants in certain governmental plans that, under

the plan as in effect on July 1, 1993, allowed cost-of-living adjustments to the compensation limitation
to be taken into account, is increased from $505,000 to $520,000. (Code section 401(a)(17)).

The compensation amount regarding simplified employee pensions (SEPs) remains $750. (Code
section 408(k)(2)(C)).

The limitation regarding SIMPLE retirement accounts is increased from $16,000 to $16,500. (Code
section 408(p)(2)(E)).

The dollar limitation regarding the definition of “key employee” in a top-heavy plan increased from
$220,000 to $230,000. (Code section 416(i)(1)(A)()).

The dollar amount for determining the maximum account balance in an employee stock ownership
plan subject to a 5-year distribution period is increased from $1,380,000 to $1,415,000, while the

dollar amount used to determine the lengthening of the 5-year distribution period is increased to
$280,000, up from $275,000. (Code section 409(o)(1)(C)(ii)).

The limitation used in the definition of “highly compensated employee” is increased from $155,000
to $160,000. (Code section 414(q)(1)(B)).

The maximum amount of catch-up contributions individuals aged 50 or over may make to 401(k)
plans, 403(b) plans, SEPs, and governmental 457(b) plans remains $7,500. (Code section 414(v)(2)(B)
(@)

The maximum amount of catch-up contributions individuals who attain age 60, 61, 62, or 63 in 2025
may make is $11,250. (Code section 414(v)(2)(E)(i)).

The maximum amount of catch-up contributions that individuals aged 50 or over may make to
SIMPLE 401(k) plans or SIMPLE retirement accounts remains $3,500. (Code section 414(v)(2)(B)(ii)).
The maximum amount of catch-up contributions individuals who attain age 60, 61, 62, or 63 in 2025
may make to SIMPLE 401(k) plans or SIMPLE retirement accounts is $5,250. (Code section 414(v)(2)
(EXii))

The adjusted gross income limitation under Code section 25B(b)(1)(A) for determining the retirement

savings contribution credit for married taxpayers filing a joint return is increased from $46,000 to
$47,500; the limitation under Section 25B(b)(1)(B) is increased from $50,000 to $51,000; the
limitation under Code sections 25B(b)(1)(C) and 25B(b)(1)(D) is increased from $76,500 to $79,00.

e The adjusted gross income limitation under Code section 25B(b)(1)(A) for determining the retirement
savings contribution credit for taxpayers filing as head of household is increased from $34,500 to
$35,625; the limitation under Section 25B(b)(1)(B) is increased from $37,500 to $38,250; the
limitation under Code sections 25B(b)(1)(C) and 25B(b)(1)(D) is increased from $57,375 to $59,250.

e The adjusted gross income limitation under Code section 25B(b)(1)(A) for determining the retirement
savings contributions credit for all other taxpayers is increased from $23,000 to $23,750; the
limitation under Code section 25B(b)(1)(B) is increased from $25,000 to $25,500; and the limitation
under Sections 25B(b)(1)(C) and 25B(b)(1)(D) is increased from $38,250 to $39,500.

¢ The deductible amount for an individual making qualified retirement contributions remains at $7,000.
(Code section 219(b)(5)(A)).

¢ The applicable dollar amount for determining the deductible amount of an IRA contribution for
taxpayers who are active participants filing a joint return or as a qualifying widow(er) is increased
from $123,000 to $126,000. The applicable dollar amount for all other taxpayers who are active
participants (other than married taxpayers filing separate returns) is increased from $77,000 to
$79,000. The applicable dollar amount for a taxpayer who is not an active participant but whose
spouse is an active participant increased from $230,000 to $236,000. (Code Sections 219(g)(3)(B)(i),
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219(g)(3)(B)(ii), and 219(g)(/)(A). It an individual or the individual's spouse is an active participant, the

applicable dollar amount for a married individual filing a separate return is not subject to an annual

cost-of-living adjustment and remains $0. (Code section 219(g)(3)(B)(iii)).

Under section 219(g)(2)(A), the deduction for taxpayers making contributions to a traditional IRA is
phased out for single individuals and heads of household who are active participants in a qualified
plan (or another retirement plan specified in section 219(g)(5)) and have adjusted gross incomes (as
defined in section 219(g)(3)(A)) between $79,000 and $89,000, increased from between $77,000
and $87,000. For married couples filing jointly, if the spouse who makes the IRA contribution is an
active participant, the income phase-out range is between $126,000 and $146,000, increased from
between $123,000 and $143,000. For an IRA contributor who is not an active participant and is
married to someone who is an active participant, the deduction is phased out if the couple’s income
is between $236,000 and $246,000, increased from between $230,000 and $240,000. Note: For
a married individual filing a separate return who is an active participant, the phase-out range is not

subject to an annual cost-of-living adjustment and remains $0 to $10,000.

The adjusted gross income limitation under section 408A(c)(3)(B)(ii)(I) for determining the maximum
Roth IRA contribution for married taxpayers filing a joint return or for taxpayers filing as a qualifying
widow(er) is increased from $230,000 to $236,000. The adjusted gross income limitation under
coctinn ANRAIARMRYGMIN far all athar taxnavers (ather than marriad taxnavars filina cenarate ratiirng)
is increased from $146,000 to $150,000. Note: The applicable dollar amount for a married individual
filing a separate return is not subject to an annual cost-of-living adjustment and remains $0. (Code
section 408A(c)(3)(B)(ii)(IlI)).

Accordingly, under section 408A(c)(3)(A), the adjusted gross income phase-out range for taxpayers
making contributions to a Roth IRA is between $236,000 and $246,000 for married couples filing
jointly, increased from between $230,000 and $240,000. For singles and heads of household, the
income phase-out range is between $150,000 and $165,000, increased from between $146,000 and

$161,000. Note: For a married individual filing a separate return, the phase-out range is not subject

to an annual cost-of-living adjustment and remains between $0 and $10,000.

The limitation on the aggregate amount of length of service awards accruing with respect to any
year of service for any bona fide volunteer under section 457(e)(11)(B)(ii) concerning deferred
compensation plans of state and local governments and tax-exempt organizations remains $7,500.

The limitation on deferrals under Code section 457(e)(15) concerning deferred compensation plans

of state and local governments and tax-exempt organizations is increased from $23,000 to $23,500.

The limitation concerning the qualified gratuitous transfer of qualified employer securities to an

employee stock ownership plan remains $60,000. (Code section 664(g)(7)).

The compensation amount under Code section 1.61-21(f)(5)(i) of the Income Tax Regulations
concerning the definition of “control employee” for fringe benefit valuation purposes is increased
from $135,000 to $140,000; the compensation amount under Code section 1.61-21(f)(5)(ii) is
increased from $275,000 to $285,000.

The dollar limitation on premiums paid with respect to a qualifying longevity annuity contract under
Code section 1.401(a)(9)-6, A-17(b)(2)(i) of the Income Tax Regulations is increased from $200,00 to
$210,000.

The dollar threshold the Code used to determine whether a multiemployer plan is a systematically

important plan is adjusted using the cost-of-living adjustment. After taking the applicable rounding
rule into account, the threshold is increased from $1,369,000,000 to $1,441,000,000. (Code sections
432(e)(9)(H)v)(I(aa) and 432(e)(9)H)(V)(l)(bb)).

The following is a quick reference guide to key limitations for 2023-2025.

401(k)/403(b)/457 Elective Deferral Limit $23,500 $23,000 $22,500
Defined Contribution Plan Annual

Contribution Limit $70,000 $69,000 $66,000
Defined Benefit Plan Annual Benefit Limit $280,000 $275,000 $265,000
Annual Compensation Limit $350,000 $345,000 $330,000
Catch-Up Contribution Limit $7,500 $7,500 $7,500
Highly Compensated Employee

Comp ion Threshold $160,000 $155,000 $150,000
Key Employee Compensation Threshold $230,000 $220,000 $215,000

If you have questions about the new plan limits, please contact us.
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TRUCKER HUSS FREE WEBINARS

TRUCKER HUSS WEBINAR: Pharmacy Benefit Managers
(PBMs)—What ERISA Fiduciary Obligations and Duties
Relate to Prescription Drug Plans?

TRUCKER HUSS WEBINAR: Gender-Affirming Care —
Health Plan Design and Compliance

The Department of Labor's New Investment Advice
Fiduciary Rule

SAN FRANCISCO
135 Main Street, Sth Floor
San Francisco, CA 94105-1815

PRACTICE AREAS

Retirement Plans
Multiemployer / Taft-Hartley Plans
Health and Welfare Plans
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THE BENEFITS REPORT

Final and Proposed RMD Regulations Provide Much
Needed Guidance for SECURE 2.0 and SECURE 1.0

Provisions

2025 Pension Plan Limitations

HHS Final Rule Amends HIPAA Privacy Rules Post-Dobbs

TRUCKER 4 HUsS

LOS ANGELES
15760 Ventura Boulevard, Suite 910
Los Angeles, CA 91436-2964

OUR TEAM

Jahiz Noel Agard Brian D. Murray
Sarah Bowen Kevin E. Nolt
Bryan J. Card Shannon Oliver

STAY UP-TO-DATE

Read the latest newsletter articles on hot topics.

First Name

Last Name

Email

PORTLAND
329 NE Couch Street, Suite 200
Portland, OR 97232-1332

ABOUT THE FIRM

Meet The Team
Why Clients Choose Us
Involvement
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ERISA Litigation
Executive and Equity Compensation

Affordable Care Act and Consolidated Appropriations Act

HIPAA Compliance

Government Audits and Investigations.

IRS and DOL Correction Programs
Fiduciary and ERISA Consulting
Governmental Plans

Public Sector Union and Association Plans
Service Provider and TPA Counseling
ESOP Litigation

Mergers and Acquisitions
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Yatindra Pandya
Stephanie Platenkamp
Barbara Pletcher
Mary E. Powell
Susan Quintanar
Catherine L. Reagan
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Charles A. Storke
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Kiran Thakkar
Jennifer D. Truong
Lilliane Villanueva
Nicholas J. White
Xiaolu Xu

Firm News
Summer Associates Program
DEI Mission Statement
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COVID-19 Resources
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Events

JOIN Us

Join the Trucker Huss Team

CONNECT

Send an Email

Phone: 415788 3111

Fax: 415.421.2017
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Shannon Oliver
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