SECURE 2.0 Section 603: Roth catch-up requirement

Frequently asked questions
May 2026

Section 603 of the SECURE 2.0 Act of 2022 requires that catch-up contributions for certain
participants must be made as Roth. As of January 1, 2026, employees whose wages (as
defined for Social Security FICA wages) from the same employer exceed $150,000* in the
preceding calendar year can only make catch-up contributions on a Roth basis.

Fidelity recognizes that plan sponsors may have questions as they implement this required
change. In addition to the information in the Roth Catch-up Guide and the Roth Catch-up
Resource Center, below are some frequently asked questions which include updates from
the final regulations issued by the IRS and Treasury in September 2025. We encourage plan
sponsors to review this information and consult with counsel on plan-specific implications.

For detailed information on correction methods, timelines, and processing requirements
please review the Roth Catch-up Requirement Corrections Overview document, located in

the PSW Training and Support Center under the section Compliance, Testing, 5500
Reporting and Return of Excess, and Managing Data.
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Overview

Q:

A:

What plans are not subject to the provision?

The provision does not apply to plans that do not offer catch-up contributions or plans
where FICA wages' are not applicable to the entire employee population.

If my plan does not include and does not opt to add a Roth contribution feature,
what will be the impact on participants earning over $150,000* in FICA wages?

If a plan only allows pre-tax elective deferral contributions and elects not to offer a
Roth contribution feature, catch-up-eligible participants who earn over $150,000* in
FICA wages for the previous calendar year will not be permitted to make any catch-up
contributions.

Not offering a Roth feature will prevent impacted participants from contributing any
catch-up contributions, while participants who earn $150,000* or less in FICA wages
may continue to make catch-up contributions on a pre-tax basis. A plan configuration
offering catch-up but not a Roth feature may create a benefits, rights and feature
issue for the plan and subject the plan to additional nondiscrimination testing which is
not included in Fidelity’s testing services.

What does it mean that this provision is “required”?
Do participants need to make Roth catch-up contributions?

No, participants are not required to make catch-up contributions (Roth or pre-tax).
However, the provision requires that if participants subject to the requirement do
make catch-up contributions, they must do so on a Roth basis.

If the plan is part of a control group, is there a requirement for all plans within that
control group to adopt the Roth feature?

Generally, yes. The plan sponsor should consult with their legal counsel.

Deemed Roth

Q:

A:

What is a deemed Roth election?

The final regulations retain the ability for a plan to adopt a deemed Roth election.
Doing so allows a plan to convert a participant’s pre-tax catch-up election to a Roth
contribution for participants subject to the requirement.

Under the final regulations, plans are permitted to apply the deemed election at one
of the following limits:



e Combined: After the participant’s pre-tax elective deferrals' plus Roth
contributions (524,500 as indexed) made during the calendar year reach the
402(g) limit; or

e Pre-tax only: After the participant’s pre-tax elective deferrals' (524,500 as
indexed) made during the calendar year reach the 402(g) limit.

e All pre-tax catch-up as Roth: If a plan offers a separate pre-tax catch-up election
and deducts the pre-tax catch-up contribution in each payroll period, that
contribution can be deemed as Roth at the time of the deduction. This option is
only available for separate election deemed Roth plans.

With a deemed Roth election, participants must be given the opportunity to make a
new election that is different from the deemed election.

Plan sponsors must confirm the limit their payroll provider will use to determine when
a participant’s pre-tax contributions must be made on a Roth basis.

Learn more about the final regulations.

What are the correction methods available if a plan adopts a deemed Roth
election?

The final regulations retain the requirement in the proposed regulations that
generally, plans with a deemed Roth catch-up election can utilize the 2 new correction
methods (Form W-2 and Form 1099-R) described in the guidance, in addition to the
current corrective options.

Does the plan have to provide for participants to elect in-plan Roth conversions to
use the 1099 correction method?

No, the final regulations confirm that the plans do not have to offer participants the
ability to elect in-plan Roth conversions to utilize the in-plan Roth rollover correction
method.

May a plan sponsor choose to add or remove deemed Roth at a later date?

Yes. If the plan sponsor is considering electing deemed Roth or removing deemed
Roth after the January 1, 2026, effective date, they should engage their legal counsel
and payroll provider to evaluate this change as well as discuss logistics and timing
with their Fidelity Client Service team.


https://www.fidelityworkplace.com/s/page-resource?cId=treasury_irs_final_regulations_on_catchup_contributions

For plans with a deemed Roth election, will Fidelity provide any assistance to
ensure that a participant has an "effective opportunity” to make an election that is
different from the deemed Roth catch-up?

Fidelity's services and applications can support participant daily election changes.
The plan rules will dictate how often a participant is allowed to make changes to their
election(s).

In December 2025, Fidelity sent a communication with an overview of Roth catch-up
and the changes that come with it to participants who are or will be catch-up eligible
in 2026. For plans that adopt a deemed Roth election, the communication included
information regarding the participant’s opportunity to make deferral election changes
in accordance with plan rules.

What is the deemed Roth participant experience in NetBenefits®?

Once a deemed Roth participant meets their plan’s applicable limit, their catch-up
elections will still show as pre-tax on NetBenefits but will be treated as Roth by their
payroll provider. Currently, participant messaging is the same whether a plan is
deemed or not deemed. As a reminder, if the Roth catch-up required (RCR) indicator
=Y, NetBenefits will display general Roth educational messaging.

Do | need to amend my plan document if my plan chooses to leverage the deemed
Roth election option?

For plan sponsors using the Fidelity-sponsored 403(b) and/or 401 (k) preapproved
plan document, the default will be a deemed Roth catch-up election. In 2026, Fidelity
will provide a good faith amendment to include standard language.

For plan sponsors using an individually designed plan and/or a non-Fidelity-
sponsored 403(b) and/or 401(k) plan document, please work with your legal counsel
to determine if a plan amendment is needed. Should your plan's legal counsel
determine that a plan amendment is required, generally it must be completed by
December 31, 2026.

If a plan sponsor elects deemed Roth and is part of a control group, how does that
impact the other plans in the control group?

While not specifically addressed in the final regulations, it seems that employers with
multiple plans within the same control group do not need to make a consistent
deemed Roth election. Please note that Fidelity will maintain a plans deemed election
at the plan level. Plan sponsors should consult with their legal counsel.



Limit options for when catch-up contributions are required to be Roth

Q:

What are the limit options for when catch-up contributions are required to be
Roth?

The limit options are:

1. Combined: After the participant’s pre-tax elective deferrals' plus Roth
contributions (524,500 as indexed) made during the calendar year reach the
402(g) limit; or

2. Pre-tax only: After the participant’s pre-tax elective deferrals’ (524,500 as
indexed) made during the calendar year reach the 402(g) limit.

3. All pre-tax catch-up as Roth: If a plan offers a separate pre-tax catch-up election
and deducts the pre-tax catch-up contribution in each payroll period, that
contribution can be deemed as Roth at the time of the deduction. This option is
available for separate election deemed Roth plans.

What happens when the limit is reached?

For plans that adopted deemed Roth, in general a payroll provider should process
pre-tax elections as Roth elections for participants who are required to make catch-up
contributions on a Roth basis. For plans that did not adopt deemed Roth, in general
the payroll provider should not process catch-up contributions unless the participant
has an affirmative Roth election on file. Important: Plan sponsors should confirm their
limit with their payroll provider.

How does this information benefit the participant experience?

Fidelity’s Participant Services team will use this information to support participant
inquiries. Additionally, Fidelity will use this information for future enhancements to
the participant experience through personalized messaging on NetBenefits.

What happens if the plan did not return the election form provided in the April
2026 Plan Limit campaign?

If a plan did not complete the form by April 30, 2026, Fidelity considers your
nonresponse as direction to use the pre-tax elective deferrals plus Roth contributions
made during the calendar year limit (Option 1 - Combined). If a plan requires a
change regarding the plan’s limit, plan sponsors will need to contact their Fidelity
Client Service team to provide alternate direction.

What is the process for a plan sponsor to change their direction to Fidelity
regarding their deemed Roth status or the plan’s limit?



If a plan requires a change regarding their deemed Roth status or plan’s limit, plan

sponsors will need to contact their Fidelity Client Service team to provide alternate
direction. If multiple forms are submitted for a plan, Fidelity will honor the last form
received.

Payroll considerations

Q:

Why do payroll providers have to determine which participants are subject to the
requirement to make catch-up contributions on a Roth basis if they wish to make
them (i.e., $150,000* FICA' wages in prior year)?

Payroll is the source of wage information and monitors catch-up eligibility (age 50 and
older) and various contribution limits currently. Plan sponsors need to ensure that
payroll providers evaluate participant’s wages for the preceding calendar year to
determine to whom the Roth catch-up requirement applies.

Does Fidelity have suggested topics for plan sponsors when engaging with their
payroll provider?

Yes, suggested topics include but are not limited to:

Deemed Roth:

e Can the payroll provider support deemed Roth? This will require the payroll
provider to process a pre-tax election as Roth at the appropriate time.

e Are any payroll system configuration changes or individual project requests
required to support deemed Roth?

e |If the plan sponsor elects deemed Roth, will the payroll provider be able to
support the W-2 correction method?

e If the payroll provider is unable to support deemed Roth or the plan sponsor does
not wish to elect deemed Roth, will the payroll provider discontinue contributions
for participants subject to the requirement once pre-tax contributions reach the
plan limit for participants?

e If the plan adopts deemed Roth, will the payroll provider begin to deduct pre-tax
deferral contributions based upon the participant's election at the start of the next
calendar year?

RCR indicator:

e What information/data will payroll provide to help plan sponsors finalize the RCR
indicator data file?



Please note, at a minimum, payroll needs to provide the participant population
required to make Roth catch-up contributions based on FICA wages over
S$150,000* earned in the previous calendar year.

e When will the payroll provider make the data available to the plan sponsor?
Ideally, the payroll provider will deliver the data immediately following the last
payroll cycle of the previous calendar year.

e How will the payroll provider transmit data to the plan sponsor?

¢ How will the payroll provider handle data changes to participant eligibility and/or
FICA wage adjustments?

Addition of Roth sources:

e |f Roth sources have been added, what does the payroll provider need to do to
support Roth contributions?
Please note that the payroll provider must be prepared to receive data on or
before the effective date provided on your election form.

Additional considerations:

e |If the payroll provider has not finalized their service offering, when will they
communicate its approach?

Q: How are FICA' wages determined when an employee switches between entities
within the same control group but continues to contribute to the plan?

A: The proposed regulations did not require aggregation of affiliates for determining
whether a participant earned more than $150,000% in the prior year. The final
regulations offer flexibility regarding aggregation:

An employer using a common paymaster may provide that the employee’s common
law employer is aggregated with 1 or more other employers using that common
paymaster.

A plan may provide that all or some of affiliates within a control group be aggregated
for the purposes of determining the participant’s employer.
Note: The plan is not required to aggregate all employers in the control group.

Plan sponsors should consult their legal counsel and payroll provider regarding
unique control group/related employer scenarios to ensure alignment.

Roth Catch-up Required (RCR) indicator

Q: Do I need to provide the RCR indicator for all plan participants?



No, the plan only needs to provide the RCR indicator (“Y”s and “N"s) for its catch-up-
eligible population. For more information on the RCR indicator, please see the Roth
Catch-up Guide.

May | send Fidelity the FICA wages for participants instead of the RCR indicator
“Y"/"N" values?

No. Fidelity does not collect FICA wages. Plan sponsors will be responsible for
reviewing FICA wages for the previous calendar year and identifying catch-up-eligible
participants who earn over $150,000* with a “Y” value and those who earn $150,000*
or less with a “N” value. In addition, indicate the effective calendar year of the
evaluation.

For plan sponsors with multiple plans, do they need to submit the RCR indicator
for each plan?

Yes. The RCR indicator must be sent for each plan for which the provision applies
maintained by the plan sponsor.

My plan is non-calendar year. When will | need to send the RCR indicator?

FICA wages are based on a calendar year, not the plan's fiscal plan year. The RCR
indicator needs to be submitted annually after the FICA wages have been finalized for
the applicable year.

Why does Fidelity need the RCR indicator? What are the benefits for plan
sponsors and participants when submitting the RCR indicator?

For plan sponsors that submit the RCR indicator, related services may include (based
on plan design):

e Custom PSW reporting
e Contribution error reporting
e Enhanced NetBenefits experience for participants

e Personalized participant communication

It is important to note that the RCR indicator-related services will not be provided to
plans that do not submit the RCR indicator. Fidelity requires the RCR indicator to
perform nondiscrimination testing services and corrections.

For plans that use Fidelity's nondiscrimination testing (NDT) services, will NDT
leverage the RCR indicator previously submitted?
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No, NDT does not leverage the previously submitted RCR indicator. Plan sponsors
that utilize Fidelity’s nondiscrimination testing service must submit the RCR indicator
again (including any updates or changes) as part of that year’'s NDT census file. Similar
to other data requested for NDT, Testing & Reporting Services only needs the
information for participants that received pay during the plan year being tested. The
RCR indicator data is required to proceed with plan testing.

Participant materials

Will Fidelity be providing participant education and communication materials?

Yes. Fidelity sent a participant communication in December 2025 to all participants
who are catch-up eligible in 2026. In January 2026, Fidelity added messaging on
NetBenefits for participants who are RCR =Y. More educational materials are
available on the Roth Catch-up Participant Resource Center on PSW.

Corrections

Q:

What new correction methods were introduced by the IRS final Roth catch-up
requirement regulations, and what resources are available to learn more about
them?

The IRS final Roth catch-up requirement regulations confirmed the availability of two
new correction methods, the W-2 method and the 1099-R method, for correcting

catch-up contributions that were required to be made as Roth contributions.
Generally, these new methods are available to plans with a deemed Roth election
and supplement existing correction options under the Employee Plans Compliance
Resolution System (EPCRS), such as corrective distributions. Learn more about the
final regulations on catch-up contributions.

Fidelity also has additional resources available to help plan sponsors understand and
apply these correction methods. Detailed information on correction methods,
timelines, and processing requirements is provided in the Roth Catch-up
Requirement Corrections Overview document, located in the PSW Training and
Support Center under the section Compliance, Testing, 5500 Reporting and Return of
Excess, and Managing Data.

Will Fidelity provide monitoring to ensure that catch-up contributions received for
participants subject to the requirement are being allocated to the Roth source?
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A: No. Payroll and the plan sponsor are responsible for ensuring that catch-up
contributions for participants subject to the requirement are allocated to the
appropriate Roth source.

A PSW warning Pre-tax contributions exceeded (warning code 1632) will be displayed
during the contribution submission process when pre-tax contributions exceed the
pre-tax $24,500* contribution limit for participants with RCR indicator = to “Y” value.

Pre-tax contributions exceeded (warning code 1632)

These participants are eligible for catch-up and their prior year FICA wages exceed IRS limits for the Roth catch-up
provision. They may also have exceeded the 402(g) pre-tax contribution limit for the current year and will have to make

catch-up contributions inte the Roth source. You can approve, correct, or delete records to move forward.

Can contributions that were allocated as Roth be reclassified as pre-tax?
No, once administered as Roth the money cannot be converted back to pre-tax and
must remain in a designated Roth account.

> 0

Q: Can plans reclassify the pretax catch-up contributions to the Roth in plan
conversion (RIPC) source?

A: No, the RIPC source cannot be used for a Roth catch-up requirement correction. The
reclassification of the contribution from pre-tax to Roth can only include the Roth
contribution source(s).

1. For this purpose, wages are those as defined in Section 3121(a) of the Internal Revenue Code, which are wages
subject to FICA (Form W-2 Box 3 wages for Social Security taxation purposes). The final regulations allow
employers the flexibility to also use FICA (Form W-2 Box 5 wages for Medicare) for the 2026 tax year.

*Indexed annually.

Fidelity does not provide legal or tax advice. The information herein is general and educational in nature and
should not be considered legal or tax advice. Tax laws and regulations are complex and subject to change, which
can materially impact investment results. Fidelity cannot guarantee that the information herein is accurate,
complete, or timely. Fidelity makes no warranties with regard to such information or results obtained by its use
and disclaims any liability arising out of your use of, or any tax position taken in reliance on, such information.
Consult an attorney or tax professional regarding your specific situation.
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