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Reminder - New 457(b) Age-Based Catch-Up Rule & eCAPS Monitoring

In November and December 2025, email communications were sent informing employees that
effective January 1, 2026, Section 603 of the SECURE 2.0 Act of 2022 requires a mandatory Roth
catch-up contribution rule for age-based catch-up contributions and included a link to a memo

posted on the Deferred Compensation webpage with additional information.

What changed on January 1, 20267

On January 1, 2026, all 457(b) aged-based catch-up contributions must be made as Roth (after-
tax) contributions if your prior year FICA (Social Security) wages from the City of Sacramento
exceed the annual IRS threshold.

For 2026 age-based catch-contributions, if you earned more than $150,000 in 2025 City of
Sacramento FICA (Social Security) wages, any age-based catch-up contributions must be after-
tax contributions.

FICA (Social Security) wages are reflected on your W-2 in Box 3.

Sworn police and fire safety employees do not participate in Social Security and therefore do not
have reportable FICA (Social Security) wages.

® The annual IRS threshold will be indexed each year for inflation.

This rule also applies to leave pay off amounts deposited into your 457(b) account upon
separation or retirement.
This rule does not apply to the 3 year pre-retirement catch-up provision.

eCAPS monitoring for the new rule

eCAPS will monitor an employee’s prior year FICA (Social Security) wages and the employee’s

eligibility to contribute 457(b) age-based catch-up contributions on a pre-tax or after-tax basis.

If your prior year FICA wages require your age-based catch-up contributions to be after-tax

contributions, your age based-contributions will be deposited after tax into your 457(b) account

at Nationwide and your paycheck will reflect the amount in the After-Tax Deductions box on your

paycheck.

If you have elected to contribute to the 457(b) plan on a pre-tax basis, these pre-tax contributions

will continue until you contribute the standard limit for the year.

© Once your contribution amount reaches the standard limit for the calendar year, and if you

qualify for age-based catch-up contributions, your contribution will automatically change
to after-tax if you are subject to the mandatory after-tax rule for age-based catch-up

contributions.
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While eCAPS has been enhanced to monitor and automatically manage this IRS new rule, as
always, we ask employees to review their paychecks for accuracy each pay period and contact
Benefit Services immediately if a benefit related deduction appears incorrect.

Nationwide and Rick Watson, the City’s assigned Nationwide retirement specialist, are fielding
inquiries from City employees asking if an employee needs to change something with their contribution
amounts in 2026 because of the new age-based catch-up rule. Nationwide and Rick do not have
access to eCAPS or any City systems. While they have been provided information on how eCAPS will
monitor this new rule, inquiries on this specific matter should be directed to Benefit Services.

However, any changes to you wish to make to your per pay period 457(b) contribution amount should
continue to be made directly in your Nationwide account. Please remember it typically takes two
paychecks to see your new contribution amount reflected on your paycheck. When logging into your
Nationwide account, we recommend you always take a few minutes to ensure Nationwide has your
current contact information including a personal email address instead of a City email address, and
that you have assigned primary and contingency beneficiaries to your plans. The City cannot maintain
your beneficiaries on your behalf in your Nationwide account.

2026 457(b) contribution limits

_— _ Age 50+ Age 6063 3 Year Pre-Retirement
2026 Limits Standard Limit
Catch-up Limit Catch-up Limit Catch-up Limit
457(h) 24,500 $8,000 $11,250 24,500

The Deferred Compensation webpage also includes current or recent plan announcements, contact
information, and additional resources.

For further questions please contact your assigned Benefit Services team member.

Thank you,

Samantha Hardy

Human Resources Manager
Benefit Services Division
(916) 808-7657

City Employee & Retiree Benefits Information
E-mail correspondence with the City of Sacramento, including attachments, may be subject to public disclosure under the

California Public Records Act, unless otherwise exempt under the Act.
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MEMORANDUM
DATE: November 25, 2025
TO: City Employees
FROM: Samantha Hardy, Human Resources Manager %Jﬁ\f/_ﬂ‘//ﬁ)
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SUBIJECT: Effective 1/1/2026 - New Requirement for 457(b) Age-Based Catch-Up Contributions
(Secure Act 2.0)

Dear City Employees,

Effective January 1, 2026, Section 603 of the SECURE 2.0 Act of 2022 enacts a mandatory Roth catch-up
contribution rule for age-based catch-up contributions. This change affects the City’s voluntary 457(b)
plan.

What is changing?
Starting January 1, 2026, if you:

e Turn age 50 or older; and

e Had FICA! wages from the City of Sacramento exceeding $150,000 in the prior year (W-2, Box 3).
THEN:

o All age-based catch-up contributions must be made as Roth (after-tax) contributions.

Traditional (pre-tax) catch-up contributions will not be allowed for individuals in this category. The
$150,000 threshold will be adjusted annually by the IRS for cost-of-living adjustments.

Who Is Affected?
This rule applies to:
e Standard age-based catch-up contributions (available to employees turning age 50 and older);
and
e Higher “super” catch-up contributions (available to employees ages 60 through 63).

This rule does not apply to:
e Three-year pre-retirement catch-up contributions under the 457(b) plan.
e Employees with City of Sacramento FICA wages at or below $150,000 in the prior calendar year.
o Sworn police and fire safety employees do not pay into Social Security at the City of
Sacramento and therefore do not have reportable FICA wages.
e New hires with no FICA wages from the City in the prior calendar year.

1 Note: This requirement does not apply to sworn police and fire safety employees, as those employees do not participate
in Social Security and therefore do not have reportable FICA wages.
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e Wages earned with other employers; only City of Sacramento wages (W-2, Box 3) count toward
the threshold.

What You Should Know:
You do not need to take action now. However, if you will be turning 50 or older in 2026 or approaching
eligibility for age-based catch-up contributions, we recommend:

] Reviewing your W-2, Box 3 wages from the City of Sacramento for 2025 and future years.
. Planning ahead if you currently make or intend to make age-based catch-up contributions.
] Speaking with your financial advisor about the impact of Roth (after-tax) contributions,

including the impact on your withholdings for state and federal income taxes.

] Reviewing your current 457(b) contributions and updating your contribution amount in your
Nationwide account as necessary.

. Reviewing your W-4 Withholdings in eCAPS Employee Self Service > My Payroll and HR Info >
Payroll and adjusting as necessary.

J Reviewing information from Nationwide about catch-up contributions.

Changes to your 457(b) contribution amount(s) should be made directly in your Nationwide account at
https://www.cityofsacretplan.com/rsc-preauth/. Please note it can take up to two paychecks to see your
contribution change on your paycheck.

To evaluate your eligibility for the three-year pre-retirement catchup contribution provision, please
contact Rick Watson, Nationwide Retirement Specialist, at rick.watson@nationwide.com.

The City’s 457(b) plan already accepts contributions on an after-tax basis. The City will provide additional
information in January 2026 on its monitoring of age-based catch-up contributions.

Sincerely,
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Samantha Hardy
Human Resources Manager
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