
 

 

 

SECURE Act 2.0 Explained 

On December 23, 2022, Congress avoided a governmental shutdown by passing a substantial budget bill 
that included an add-on known as the SECURE Act 2.0 (Setting Every Community up for Retirement 
Enhancement). SECURE 2.0 is designed to help workers save more for retirement through company and 
individual retirement plans.  Highlights of the SECURE Act 2.0 include: 

Required minimum distribution (RMD) age rises. Currently, you must begin taking RMDs at age 72. 
Under the new law, the RMD age increases to 73 in 2023 and would go up to age 75 by 2033.  

Penalty for missing an RMD is lowered. The current tax penalty for missing an RMD is 50% of the 
amount not withdrawn. The penalty amount goes down to 25% beginning in 2023.  

Higher catch-up limits are implemented. Individuals aged 50 or older can make “catch-up” 
contributions to retirement plans, up to set limits. SECURE Act 2.0 increases those limits beginning in 
2025. The new catch-up limit would be the greater of $10,000 or 150% of the regular catch-up limit for 
those aged 60 to 63. In subsequent years, these amounts would be indexed for inflation. For IRAs, the 
current $1,000 catch-up limit will be indexed for inflation beginning in 2024. 

The limit for qualified charitable distributions (QCDs) increases. Using a QCD, individuals over the age 
of 70 ½ can apply retirement plan distributions towards charitable contributions and avoid paying 
income tax on the distribution (however, the amount cannot also be claimed as a charitable 



contribution). Starting in 2023, the current $100,000 QCD limitation will be indexed to inflation, and 
individuals will be permitted to give a one-time gift of $50,000 through a charitable trust or gift annuity.  

Automatic retirement plan enrollment is expanded. Starting in 2025, companies offering 401(k) and 
403(b) plans (with some exceptions for small businesses) would be required to automatically enroll all 
eligible participants. Participants would be able to opt out of the plan.  

Matching contribution based on student loan payments allowed. Employers will be able to make a 
matching contribution to a company retirement plan based on an employee’s student loan payments. If 
an employee is not participating in the company’s retirement plan but is paying off student loans, he or 
she could have part of the student loan payments matched as a retirement plan contribution. Plans have 
the discretion of whether or not to implement this provision.  

529 Plans can be rolled over to Roth IRAs. 529 Plan beneficiaries will be able to roll up to $35,000 to a 
Roth IRA, providing it has been open for 15 years or more, without incurring taxes or penalties. 

Miscellaneous changes to both Roth 401(k)s and Roth IRAs enacted. Under SECURE Act 2.0, 
distributions from Roth 401(k)s would no longer be mandatory. Other changes include the expanded 
ability to use Roth IRAs for participants in SEP and SIMPLE retirement plans, required catch-up 
contributions to Roth accounts in company retirement plans, and the allowance for matching after-tax 
contributions to Roth accounts.   

Palisade works with you to help you understand your options and determine the best retirement 
strategy for your situation. Please reach out to your advisor with any questions you may have or to 
schedule time to discuss retirement planning and other strategies. To learn more about working with 
Palisade, please reach out to Catherine Carpenter, FPQP®, at 201 346-5737 or click the link to contact us. 

 

Important Information:  
The information contained herein reflects the view of Palisade Capital Management, L.L.C. and its affiliates (collectively, “Palisade” or 
the “Firm”) as of the date of publication. These views are subject to change without notice at any time subsequent to the date of 
issue. All information provided in this letter is for information purposes only and should not be deemed as investment advice or a 
recommendation to purchase or sell any specific security. While the information presented herein is believed to be reliable, no 
assurance, representation, or warranty is made concerning the accuracy of the data presented. In addition, there can be no guarantee 
that any projection, forecast, or opinion in the letter will be realized.  
 
Always consult with your CPA or tax professional. State tax laws vary.   
 
This information is confidential and for the use of the intended recipients only. It may not be reproduced, redistributed, or copied in 
whole or in part for any purpose without prior written consent. This document is not intended for distribution to, or use by, any party in 
any jurisdiction where such distribution or use would be contrary to local law or regulation. Certain information included in this 
document has been obtained from third-party sources believed to be reliable. No assurances can be given that such information is 
accurate.  
 
Palisade is an SEC registered investment management firm established in 1995. Based in Fort Lee, NJ, the Firm manages a variety of 
assets for a diversified client base, including institutions, foundations, endowments, pension and profit-sharing plans, retirement plans, 
mutual funds, private limited partnerships, family offices, and high net worth individuals. Registration with the Securities and Exchange 
Commission does not imply a certain level of skill or expertise.  
 
Past performance is not a guarantee of future results.  
Please note, each client account has different characteristics and other accounts with the same strategy may have materially different 
results. The actual characteristics of any particular account will vary based on a number of factors including, but not limited to (i) the 
size of the account; (ii) the timing of investment; (iii) investment restrictions applicable to the account, if any; and (iv) market exigencies 
at the time of investment. 
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