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New Tax Rules Mean Changes for Retirement Accounts
Paul Poon

The SECURE Act 2.0, passed by Congress in late 2022,
features numerous ways for you to save more money in your tax
advantaged retirement accounts. Here are several of the bill's
provisions and what they mean for you.

New Tax Rules Mean Changes for Retirement Accounts can
continue to grow tax deferred. If you turn 72 in 2023 or later,
you can keep money in a tax-deferred IRA or 401(k) for another
12 months to help the account continue growing before starting
to withdraw funds. This retirement benefit is now available
thanks to the required minimum distribution age being raised
from age 72 to age 73. The age will increase again from 73 to
75 in 2033.

Action: Review your retirement account distribution needs and
use this extra time to help make your distributions more tax
efficient. For example, if you must earn an additional $10,000
before you hit the next highest tax bracket, consider pulling
more taxable income out of your retirement account to take
advantage of this lower rate. Or use the extra time to consider
converting funds tax-efficiently into a Roth IRA.
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Be aware of auto enrollment. The government wants you to save
for retirement, so the new Jlaw allows businesses to
automatically transfer a greater portion of your paycheck into
their retirement plan. The maximum contribution that can now
be automatically deferred into your employer’'s 401(k) plan
increases from 10% to 15%.

Action: While saving more for retirement is a great idea, this
automatic participation does not account for your particular
financial needs. So be aware of the possibility that you will
automatically be contributing to your retirement account and
independently determine what you can afford to put towards
retirement. Make any adjustments if necessary, as you are
permitted to opt out of auto enrollment. Remember, you also
need to build an emergency fund and pay your bills!

Take advantage of higher catch-up limits. Starting in 2024, the
$1,000 catch-up contribution for IRAs will receive an annual
cost-of-living adjustment in increments of $100, while the
$7,500 catch-up contribution for 401(k)s will increase to at least
$10,000. This higher 401(k) catch-up limit will also be indexed
for inflation starting in 2025. The additional catch-up
contribution is available if you're age 50 or older.

Action: Review the annual savings limit for your retirement
savings account, including the catch-up amount if you are 50
years or older. Then make adjustments to your retirement
savings plan as soon as possible to take advantage of the
higher savings limits.
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